WCATF Discussion Document 
Alternate Proposal #2
“Incremental Allocation”

The “Incremental Allocation” proposal seeks to apply the principles of cost causation to the allocation of ancillary services costs to wind generators by identifying the incremental amount of ancillary services that are required by ERCOT that are directly related to wind generation.  Incremental amounts of ancillary services necessary to accommodate wind generation are specifically identifiable in ERCOT’s methodology for determining the amount of required ancillary services; a methodology that is annually reviewed and approved by the ERCOT Board of Directors in compliance with ERCOT Protocol 6.4.1(4). 
ERCOT’s 2010 board-approved requirements for Non-Spin Reserve Service, Up Regulation Service, and Down Regulation Service are directly and incrementally impacted by the amount of wind generation in the system while the requirements for Responsive Reserves and Replacement Reserves are not.  As a result, this approach does not propose to allocate any of the costs of Responsive Reserves or Replacement Reserves to wind generators.
Incremental Allocation Methodology Proposal: 

Regulation Up and Regulation Down (URS and DRS)
· ERCOT calculates the increased amount of wind penetration each month and utilize tables provided by GE in their final report to ERCOT in the calculation of Regulation Service requirements. 
· The tables clearly indicate the incremental MW of URS and DRS that are required per 1000 MW of wind generation capacity
. 
· The GE tables could easily be adapted to allocate ancillary services requirements to wind generators based upon installed MW. 
Non-Spin Reserves Service (NSRS)
· Net Load is defined as the ERCOT load less wind generation.
· Net Load uncertainty is then defined as the difference between the actual metered Net Load and the forecasted Net Load.
· For the purpose of determining the amount of NSRS to purchase for each hour of the day during the upcoming month, ERCOT will determine the 95th percentile of the Net Load uncertainty using data from the 30 days prior to the study and the same month of the previous year

· ERCOT then requires an amount of NSRS such that the combination of NSRS and Regulation Up Services cover 95% of the calculated uncertainty from the Net Load analysis.
· The wind uncertainty could then be determined as a percentage of the total net load uncertainty.  To calculate this percentage, ERCOT could use the wind uncertainty at the 95% percentile for total net load uncertainty.  However, it appears that this data set is so small that the wind contribution in relation to the total net uncertainty is very erratic and unpredictable.
· One possible solution is to broaden the data set to average the wind uncertainty data in a range around this 95th percentile (perhaps using all the data from the 90th to the 100th percentile).
· Then, ERCOT would use the average of the wind uncertainty and total Net Load uncertainty to calculate the average wind uncertainty as a percentage of the total Net Load uncertainty.
· Using this wind forecast uncertainty percentage of total Net Load uncertainty; ERCOT would calculate the allocable portion of the 95th percentile amount of NSRS.
· ERCOT then allocates this to the wind generators based upon installed MW.
· Remember that this allocation will not include any additional NSRS that is required to offset the load forecast bias error.  All NSRS purchased for this reason would continue to be allocated to the load. 
Responsive Reserves

· No allocation.

Replacement Reserves

· No allocation
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