Protocol Revision Request


	PRR Number
	791
	PRR Title
	Shortage Pricing Mechanism

	Date Posted
	December 10, 2008

	
	

	Protocol Section Requiring Revision 
	6.5.2.2, Shortage Pricing Mechanism (New Section)

	Requested Resolution 
	Urgent – This Protocol Revision Request (PRR) requires Urgent status so that is can be coupled with the efforts to approve PRR776, Automatic MCPE Adjustment During Intervals of Non-Spinning Reserve Service Deployment.

	Revision Description
	This PRR creates “Virtual QSEs” that can establish pricing during periods of energy shortage.

	Reason for Revision
	Currently prices are fixed at the last price cleared in the BES stack so prices may not reflect shortages that exists in the market.  This PRR establishes a representative curve that ensures prices will appropriately reflect shortage conditions when the bid stack is depleted.

	Overall Market Benefit
	Appropriate price development.

	Overall Market Impact
	

	Consumer Impact
	Higher prices may occur during shortage conditions.

	Credit Implications 
	Yes, this PRR could increase prices faced by those purchasing from the balancing market.

	Relevance to Nodal Market 
	No, a different solution is used in nodal.

	Nodal Protocol Section(s) Requiring Revision 
	None.


	Quantitative Impacts and Benefits

	Assumptions
	1
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	Market Cost
	
	Impact Area
	Monetary Impact

	
	1
	No cost for Market Participants to implement
	

	
	2
	Potential additional cost for Market Participants purchasing from BES market
	Varies with extent BES is used
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	Market Benefit
	
	Impact Area
	Monetary Impact

	
	1
	Appropriate price signals
	Higher cost for those purchasing from BES market
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	4
	
	

	Additional Qualitative Information
	1
	

	
	2
	

	
	3
	

	
	4
	

	Other Comments
	1
	

	
	2
	

	
	3
	

	
	4
	


	Sponsor

	Name
	Clayton Greer 

	E-mail Address
	Clayton.greer@gs.com

	Company
	J Aron

	Phone Number
	512-497-2986

	Cell Number
	

	Market Segment
	Independent Power Marketer (IPM)


	Market Rules Staff Contact

	Name
	Ann Boren

	E-Mail Address
	aboren@ercot.com

	Phone Number
	512-275-7411


	Proposed Protocol Language Revision


6.5.2.2
Shortage Pricing Mechanism

At the time of the deployment calculation for each Balancing Energy interval, if the Physical Responsive Capability (PRC) level is less than 3,000 MW, then:

(1)
ERCOT shall place Balancing Energy Service Up bid curves in each Congestion Zone with two points: 

(a)  zero (0) MW at $Y/MWh; and 

(b)  X MW at $Z/MWh, 

These bid curves will be incorporated into the corresponding BES bid curve for each zone in accordance with Section 6.5.2, Balancing Energy Service.
(2)
The ramp rate associated with the curve shall be capable of fully deploying X MWs in a single interval.  

(3)
The values of “X”, “Y”, and “Z” shall be recommended by the Technical Advisory Committee (TAC) and approved by the ERCOT Board at least annually or whenever the system-wide offer cap is changed.  

(4)
The values of “Y” and “Z” shall not exceed the system-wide offer cap.

(5)
The values of “X”, “Y”, and “Z” shall be posted on the Market Information System (MIS).
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