PRS Recommendation Report

	NPRR Number
	150
	NPRR Title
	Responsive Reserve Service Offer Floor

	Timeline
	Normal
	Recommended Action
	Approval

	Date of Decision
	September 24, 2008

	Nodal Protocol Section Requiring Revision
	4.4.7.2.1, Ancillary Service Offer Criteria

	Proposed Effective Date
	To be determined.

	Priority and Rank Assigned
	To be determined.

	Revision Description
	This Nodal Protocol Revision Request (NPRR) establishes an offer floor of $0 for Responsive Reserve (RRS) service in the Nodal Market.

	Overall Market Benefit
	Preventing large negative bids reduces credit exposure or liability for Qualified Scheduling Entities (QSEs) in the ERCOT Region.  

	Overall Market Impact
	None.

	Consumer Impact
	None.

	Credit Impacts
	To be determined.

	Procedural History
	· On 8/28/08, NPRR150 was posted.

· On 9/10/08, Transition Plan Task Force (TPTF) comments and a TPTF voting ballot were posted.

· On 9/23/08, Luminant comments were posted.

· On 9/24/08, PRS considered NPRR150.

	PRS Decision 
	On 9/24/08, PRS voted to recommend approval of NPRR150 as submitted.  There were four abstentions from the Investor Owned Utility (IOU) (2), Independent Power Marketer (IPM), and Independent Generator Market Segments.  All Market Segments were present for the vote.

	Summary of PRS Discussion
	On 9/24/08, PRS reviewed Luminant’s comments.  While some participants expressed concern with the proposed solution and stated that this NPRR is unnecessary or that the split bid stack proposal is a better solution, other participants stated that the $0 offer floor for RRS proposed by NPRR150 is the only solution that can be implemented by the Texas Nodal Market Implementation Date.  It was also noted that the Credit Work Group (Credit WG) supports NPRR150 based on its understanding that the proposed revisions represent a short-term solution.


	ERCOT/Market Segment Impacts and Benefits
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	Market Cost
	
	Impact Area
	Monetary Impact

	
	1
	None
	None
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	Market Benefit
	
	Impact Area
	Monetary Impact

	
	1
	Reduced credit risk for QSEs providing RRS.  
	Difficult to quantify.  Negative offers have the potential to set the clearing price in hours when large amounts of RRS are self-arranged.  Based on the RRS bid stack for trade day 11/15/05 (a date prior to the effective date of PRR 646, Establish a Floor for Responsive Reserve Service Bids , which established the $0 floor in the zonal Market), the potential market exposure could equal approximately $50,000,000.  On that date individual bids were submitted as low as negative $19,500.  
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	Additional Qualitative Information
	1
	This concept has been endorsed by both the Wholesale Market Subcommittee (WMS) and the Credit WG.

	
	2
	WMS and the Demand Side Working Group (DSWG) have both discussed alternative long-term measures.  None of the alternative measures under discussion are considered possible to be ready by the Texas Nodal Market Implementation Date.
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	Comments Received

	Comment Author
	Comment Summary

	TPTF 091008
	States that TPTF: (1) endorsed the technical concept of implementing a RRS service offer floor to reduce credit risk but also noted that such a solution was not optimal and should only be implemented only as an interim solution; (2) did not comment on the dollar value that should be assigned to the offer floor and deferred this issue to be determined by PRS and WMS as appropriate; and (3) determined NPRR150 to be "Needed for Go-Live."

	Luminant 092308
	States that NPRR is unnecessary and should be rejected; credit risk created by offers less than $0 is already addressed by credit qualification of Day-Ahead Market (DAM) bids and offers in the Nodal Market.


	Original Sponsor

	Name
	Mary Anne Brelinsky for DSWG on behalf of WMS

	Company
	Lehman Brothers

	Market Segment
	Independent Power Marketer


	Proposed Protocol Language Revision


4.4.7.2.1
Ancillary Service Offer Criteria

(1)
Each Ancillary Service Offer must be submitted by a QSE and must include the following information:

(a)
The selling QSE;

(b)
The Resource represented by the QSE from which the offer would be supplied;

(c)
The quantity in MW and Ancillary Service type from that Resource for this specific offer and the specific quantity in MW and Ancillary Service type of any other Ancillary Service offered from this same capacity; 

(d)
An Ancillary Service Offer linked to a Three-Part Supply Offer from a Resource designated to be Off-Line for the offer period in its COP may only be struck if the Three-Part Supply Offer is struck.  The total capacity struck must be within limits as defined in item (4)(c)(iii) of Section 4.5.1, DAM Clearing Process.  

(e)
An Ancillary Service Offer linked to other Ancillary Service offers or an Energy Offer Curve from a Resource designated to be On-Line for the offer period in its COP may only be struck if the total capacity struck is within limits as defined in item (4)(c)(iii) of Section 4.5.1.

(f)
The first and last hour of the offer; 

(g)
A fixed quantity block, or variable quantity block indicator for the offer; 

(i)
If a fixed quantity block, not to exceed 150 MW, which may only be offered by a Load Resource, the single price (in $/MW) and single quantity (in MW) for all hours offered in that block;

(ii)
If a variable quantity block, which may be offered by a Generation Resource or a Load Resource, the single price (in $/MW) and single “up to” quantity (in MW) contingent on the purchase of all hours offered in that block; and

(h)
The expiration time and date of the offer.

(2)
A valid Ancillary Service Offer in the DAM must be received before 1000 for the effective DAM.  A valid Ancillary Service Offer in a SASM must be received before the applicable deadline for that SASM.

(3)
No Ancillary Service Offer price may exceed the System-Wide Offer Cap (in $/MW).  No Responsive Reserve service offer price may be less than $0 per MW.
(4)
The minimum amount per Resource for each Ancillary Service product that may be offered is one MW.

(5)
A Resource may offer more than one Ancillary Service.  

(6)
A Load Resource that is qualified to perform as a Controllable Load Resource may not offer to provide Ancillary Services as a Controllable Load Resource and a Load Resource controlled by high-set under-frequency relay simultaneously behind a common breaker. 
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