TAC Action Report

	PRR Number
	791
	PRR Title
	Shortage Pricing Mechanism

	Timeline
	Urgent
	Action
	Tabled

	Date of Decision
	April 9, 2009

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

	Proposed Effective Date
	To be determined.

	Priority and Rank Assigned
	To be determined.

	Revision Description
	This Protocol Revision Request (PRR) creates “Virtual Qualified Scheduling Entities (QSEs)” that can establish pricing during periods of energy shortage.

	Overall Market Benefit
	Appropriate price development.

	Overall Market Impact
	Potential additional cost for Market Participants purchasing from Balancing Energy service market.

	Consumer Impact
	Higher prices may occur during shortage conditions.

	Credit Impacts
	To be determined.

	Procedural History
	· On 12/10/08, PRR791 was posted.

· On 12/12/08, the motion to grant PRR791 Urgent status failed via email vote.

· On 12/18/08, WMS comments were posted.
· On 12/18/08, PRS considered PRR791.
· On 1/7/09, an Impact Analysis was posted.

· On 1/8/09, TAC considered PRR791.

· On 1/26/09, Reliant Energy comments were posted.

· On 1/30/09, City of Eastland comments were posted.

· On 2/4/09, Luminant Energy comments were posted.

· On 2/4/09, NRG Texas comments were posted.

· On 2/4/09, CPS Energy comments were posted. 

· On 2/5/09, TAC again considered PRR791.

· On 2/6/09, the TIEC appeal of PRR776, Automatic MCPE Adjustment During Intervals of Non-Spinning Reserve Service Deployment, was posted (since PRR776 and PRR791 had been linked, PRR791 was considered as part of the TIEC appeal).

· On 2/17/09, the ERCOT Board considered the TIEC appeal.

· On 3/2/09, Calpine comments were posted.

· On 3/10/09, ERCOT comments were posted.

· On 3/17/09, the ERCOT Board again considered the TIEC appeal and PRR791.  

· On 4/9/09, TAC again considered PRR791.

	PRS Decision 
	On 12/18/08, PRS voted to grant PRR791 Urgent status with four opposing votes from the Consumer, Cooperative, Investor Owned Utility (IOU) and Independent Power Marketer (IPM) Market Segments and one abstention from the Independent Retail Electric Provider (IREP) Market Segment.  PRS also voted to recommend approval of PRR791 as submitted via roll call vote.  The Independent Generator Market Segment was not present for either vote.

	Summary of PRS Discussion
	On 12/18/08, there was discussion regarding the linkage between PRR791 and PRR776, Automatic MCPE Adjustment During Intervals of Non-Spinning Reserve Service Deployment.  It was stated that PRR776 corrects shortage prices in non shortage situations and PRR791 makes shortage pricing possible in shortage situations.  There were concerns expressed that PRR791 was actually changing a Public Utility Commission of Texas (PUCT) ruling and that the merits of shortage pricing should be appealed at the PUCT.  The WMS comments were discussed pointing out that the Subcommittee endorsed PRR791 and assigned values to the variables “X”, “Y” and “Z”.  

	TAC Decision
	On 1/8/09, TAC unanimously voted to table PRR791 until the February 5th TAC meeting.  All Market Segments were present for the vote.
On 2/5/09, TAC voted to table PRR791 until the March 5th TAC meeting and directed the PRR776 Discussion Group to evaluate the impacts of PRR791 language and to provide clarification on the On-line Non-Spinning Reserve issue via roll call vote  All Market Segments were present for the vote.  
On 4/9/09, TAC unanimously voted to table PRR791 pending PUCT action on the topic of energy pricing during shortage conditions.  All Market Segments were present for the vote.

	Summary of TAC Discussion
	On 1/8/09, there was discussion regarding the association between PRR791 and PRR776, Automatic MCPE Adjustment During Intervals of Non-Spinning Reserve Service Deployment.  It was suggested that PRR791 be tabled and discussed in conjunction with PRR776 by the PRR776 Discussion Group.  
On 2/5/09, TAC discussed PRR791 in conjunction with PRR776, Automatic MCPE Adjustment During Intervals of Non-Spinning Reserve Service Deployment.  It was pointed out that PRR791 language was included in the 2/03/09 Luminant comments on PRR776.   There was discussion about whether or not PRR791 and PRR776 were linked.  Some Market Participants were concerned with the potential Consumer impact that PRR791 might have and requested more rigorous analysis before moving forward with PRR791.  It was stated that PRR791 should be addressed at the Public Utility Commission of Texas (PUCT) since the scarcity pricing mechanism has already been addressed in P.U.C Subst. R. 25.505(g), Resource Adequacy in the Electric Reliability Council of Texas Power Region.  Other Market Participants supported the linking of PRR791 and PRR776 stating that PRR791 would act as a market mechanism to ensure reliability at all times.  The Independent Market Monitor (IMM) stated that both PRR776 and PRR791 support a competitive, efficient, and reliable market and that a major goal of shortage pricing is to support long term reliability.
On 4/9/09, TAC reviewed the procedural history of PRR791 noting the motion to approve the PRR at the 3/17/09 ERCOT Board meeting had failed which left PRR791 on the table for TAC consideration.



	Board Decision
	On 2/17/09, the ERCOT Board remanded the TIEC appeal back to TAC with direction that a resolution be brought back to the March 17th ERCOT Board meeting.

On 3/17/09, the motion to approve PRR791 as amended by the 3/2/09 Calpine comments and as revised by the ERCOT Board and to assign the variables “X”, “Y”, and “Z” in Section 6.5.2.2, Shortage Pricing Mechanism, values for the first sixty (60) Operating Days after implementation (“X”=20, “Y”=500, and “Z”=$1,500) after which the value for “Z” shall be set to the then effective system-wide offer cap, failed


	 Quantitative Impacts and Benefits


	Assumptions
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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 Balancing Energy service market.
	Varies with extent Balancing Energy service is used.

	
	3
	
	

	
	4
	
	

	Market Benefit
	
	Impact Area
	Monetary Impact

	
	1
	Appropriate price signals.
	Higher cost for those purchasing from BES market.
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	Additional Qualitative Information
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	Other Comments
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	Comments Received

	Comment Author
	Comment Summary

	WMS 121808
	Endorsed PRR791 as submitted and assigned variable values.

	Reliant Energy 012609
	Opposed PRR791 and recommended rejection.

	City of Eastland 013009
	Opposed PRR791 due to significant potential impact on Consumers.

	Luminant Energy 020409
	Responded to opposition on PRR791.

	NRG Texas 020409
	Responded to opposition on PRR791.

	CPS Energy 020409
	Commented on X, Y, and Z variables.

	Calpine 030209
	Consolidated changes submitted on PRR776 and recommended variable values.

	ERCOT 031009
	Provided impacts for implementation options.  


	Original Sponsor

	Name
	Clayton Greer 

	Company
	Clayton.greer@gs.com

	Market Segment
	J Aron


	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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