From: Nodal Advisory Task Force [mailto:NATF@LISTS.ERCOT.COM] On Behalf Of Clemenhagen, Barbara
Sent: Friday, September 03, 2010 6:40 PM
To: NATF@LISTS.ERCOT.COM
Subject: Re: Comments on Power Balance Penalty Document
Importance: High

Topaz concurs with many of PSEG Texas edits to the ERCOT Power Balance Penalty Document.

ERCOT utilization of Regulation Service capacity deployments in place of generation capacity provided by the market to resolve the SCED Power Balance Constraint reduces the amount of regulation capacity that can be used to maintain control of system frequency.  ERCOT should try to minimize the reliance upon a reliability services such as Regulation Service to resolve conditions for which market-based generation can be procured.   Topaz concurs with PSEG that "anytime the system does not have enough dispatchable energy to meet load, scarcity conditions are in effect".  

Topaz raised concerns on this issue after the August 9/2010 NATF meeting and has just reviewed the August 30/2010 Document (which was not referenced on the original NATF agenda for August 31).  Topaz continues to have concerns regarding the use of a reliability ancillary service to address the Power Balance Constraint  in the ERCOT energy only market.

ERCOT’s proposal to use up to 50 MW of Regulation Reserve (on-line reliability reserve) at max price of $3000 directly removes opportunities for quick start resources to start.  These are the flexible type of peaking resources that the system needs, and ERCOT’s proposal of relaxing the Power Balance Constraint directly robs them of the incentive to build and operate in ERCOT.

In an energy only market, the Power Balance Constraint should not be relaxed, doing so undermines the energy only market construct wherein we rely on energy prices to indicate when there are shortage conditions.   In actively choosing not to allow scarcity pricing by “just taking a few MW from Regulation” ERCOT is violating the market principles of an energy only market.   This is a back door to price mitigation in an already suppressed market.   ERCOT is choosing to exercise this mitigation by deploying Regulation (on-line) Energy instead of allowing the market to clear competitively to indicate scarcity conditions.  Instead of arbitrarily 50 MW into Regulation Reserves, ERCOT could be procuring energy from quick start resources to meet energy needs.

ERCOT’s proposal to use up to 50 MW of Regulation energy to “cover” system energy needs when the Power Balance Constraint is violated:

· Uses online reliability reserves to serve energy market needs

· Indicates that 50 MW of Regulation Reserve is not needed on a regular basis—thus that ERCOT has been over-procuring Regulation Reserves historically

 

Topaz has not had a chance to provide our own edits to the document and respectfully asks that this issue be tabled at NATF until market participants and WMS can review the full market impact of relaxation of the Power Balance Constraint.

Regards,

Barbara

Chair, WMS
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