Board Report


	NPRR Number
	307
	NPRR Title
	Change SASM Offer Procedures

	Timeline
	Urgent
	Action
	Approved

	Date of Decision
	March 22, 2011

	Effective Date
	Upon system implementation 

	Priority and Rank Assigned
	Priority - High; Rank - 9.5

	Nodal Protocol Section Requiring Revision
	6.4.8.2.1, Resubmitting Offers for Ancillary Services in the Adjustment Period

	Revision Description
	This Nodal Protocol Revision Request (NPRR) deletes the requirement of valid Supplemental Ancillary Services Market (SASM) offers to be at or below the value of the offers in the Day-Ahead Market (DAM) except for a resubmitted offer quantity for a Resource that has been selected in a previous market and would cause the Resource to be On-Line.

	Reason for Revision
	Current SASM rules require that offers for Ancillary Service provision be at or less than that offered in the DAM.  However, the DAM allows for the Ancillary Service offers to be linked to the Startup Offer and Minimum-Energy Offer portions of a Three-Part Supply Offer.  Qualified Scheduling Entities (QSEs) need the ability to factor those costs into a revised SASM offer.

	Overall Market Benefit
	Allows QSEs to appropriately factor their supply costs into their Ancillary Service Offers.  Without this change, there is the possibility that most, if not all, Ancillary Service Offers are expired after the DAM and not resubmitted should a SASM be run.  If the SASM is unsuccessful in procuring the Ancillary Services necessary, ERCOT will be forced to Hourly Reliability Unit Commitment (HRUC) capacity On-Line.  The cost allocation mechanisms for HRUC are inappropriate for this type application.

	Overall Market Impact
	Unknown.

	Consumer Impact
	Eliminates potential HRUC charges for SASM runs.

	Credit Impacts
	ERCOT Credit Staff and the Credit Work Group (Credit WG) have reviewed NPRR307 and do not believe that it requires changes to credit monitoring activity or the calculation of liability.

	Procedural History
	· On 1/11/11, NPRR307 was posted.

· On 1/13/11, the motion to grant NPRR307 Urgent status passed via PRS e-mail vote.

· On 1/19/11, Luminant Energy comments were posted.

· On 1/20/11, PRS considered NPRR307.
· On 2/8/11, WMS comments were posted. 

· On 2/14/11, Occidental Chemical Corporation comments were posted. 

· On 2/17/11, PRS again considered NPRR307. 

· On 2/24/11, the Impact Analysis and a Cost Benefit Analysis were posted. 

· On 3/2/11, a second set of Luminant Energy comments were posted. 

· On 3/3/11, TAC considered NPRR307. 

· On 3/22/11, the ERCOT Board considered NPRR307.

	PRS Decision 
	On 1/20/11, PRS voted via roll call vote to refer NPRR307 to WMS. All Market Segments were present for the vote.
On 2/17/11, PRS voted to recommend approval of NPRR307 as amended by the 2/14/11 Occidental Chemical comments and as revised by PRS and to forward NPRR307 to TAC.  There was one abstention from the Independent Retail Electric Provider (IREP) Market Segment.  All Market Segments were present for the vote.

	Summary of PRS Discussion
	On 1/20/11, the 1/19/11 Luminant Energy comments were discussed encouraging separate expiration times for each hourly Ancillary Service Offer.  ERCOT Staff stated that this could cause system impacts and would have to be further assessed.  Other concerns were raised in reference to ERCOT honoring temporal constraints as Ancillary Service Offers expire.  It was stated that NPRR307 should be referred to the QSE Managers Working Group (QMWG) for further discussion.
On 2/17/11, PRS agreed to modify the proposed language to address Off-Line and On-Line units for resubmitting offers for Ancillary Services in the Adjustment Period. 

	TAC Decision
	On 3/3/11, TAC voted to recommend approval of NPRR307 as amended by the 3/2/11 Luminant Energy comments and as revised by TAC with a recommended priority of High and a rank of 9.5.  There were two abstentions from the Investor Owned Utility (IOU) Market Segment.  All Market Segments were present for the vote. 

	Summary of TAC Discussion
	On 3/3/11, the 2/17/11 PRS Report and the 3/3/11 Luminant Energy comments were discussed.  It was suggested that in order to reach the most competitive solution in a SASM, that QSEs should be allowed to make revised offers from Resources with Ancillary Service Offers in a previous market; that an On-Line Resource may be able to provide additional Ancillary Services into a SASM; that as market conditions change, the Resource needs to be able to manage its risks and costs; and that the cost of an On-Line Resource may be a more economical alternative to offers requiring the startup of additional Off-Line Resources.  It was explained that the language recommended for approval in the 2/17/11 PRS Report would limit Ancillary Service offers in the SASM due to the inability of QSEs to modify their offers between the DAM and the SASM to respond to the potential changes in risk that could occur during that time which could lead to fewer offers in the SASM, reduced reliability and increased costs to consumers.  

	Board Decision
	On 3/22/11, the ERCOT Board approved NPRR307 as recommended by TAC in the 3/3/11 TAC Report.


	Quantitative Impacts and Benefits

	Assumptions
	1
	Current process does not allow QSEs to appropriately price in costs for SASM provision.
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	Market Cost
	
	Impact Area
	Monetary Impact

	
	1
	None.
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	Market Benefit
	
	Impact Area
	Monetary Impact

	
	1
	QSEs can price in costs to start and run at a loss to provide resources for SASM.
	Unknown.

	
	2
	Capacity will be available for the SASM.  Will not require HRUC to start sufficient capacity for SASM failures.
	Unknown.
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	Sponsor

	Name
	Clayton Greer

	E-mail Address
	Clayton.greer@morganstanley.com

	Company
	Morgan Stanley

	Phone Number
	512-497-2986

	Cell Number
	

	Market Segment
	Independent Power Marketer (IPM)


	Market Rules Staff Contact

	Name
	Sonja B. Mingo 

	E-Mail Address
	smingo@ercot.com 

	Phone Number
	512-248-6463


	Comments Received

	Comment Author
	Comment Summary

	Luminant Energy 011911
	Proposed language to allow Market Participants to expire each hourly Ancillary Service Offer at a different time. 

	WMS 020811
	Proposed removal of the restriction on offer prices for amounts greater in quantity than the QSE’s offer that was not selected in a previous market. 

	Occidental Chemical Corporation 021411
	Proposed language to restrict offers for a Resource that has been selected in a previous market to a price equal to or less than the lowest price of the previous offer up to the portion of the capacity of the previous offer that was not selected. 

	Luminant Energy 030211
	Recommended rejection of the 2/14/11 Occidental Chemical Corporation comments. 


	Proposed Protocol Language Revision


4.4.7.2
Ancillary Service Offers

(1)
By 1000 in the Day-Ahead, a QSE may submit Generation Resource-specific Ancillary Service Offers to ERCOT for the DAM and may offer the same Generation Resource capacity for any or all of the Ancillary Service products simultaneously with any Energy Offer Curves from that Generation Resource in the DAM.  A QSE may also submit Ancillary Service Offers in a Supplemental Ancillary Service Market (SASM).  Offers of more than one Ancillary Service product from one Generation Resource may be inclusive or exclusive of each other and of any Energy Offer Curves, as specified according to a procedure developed by ERCOT. 

(2)
By 1000 in the Day-Ahead, a QSE may submit Load Resource-specific Ancillary Service Offers for Regulation Service, Non-Spinning Reserve Service and Responsive Reserve Service to ERCOT and may offer the same Load Resource capacity for any or all of those Ancillary Service products simultaneously.  Offers of more than one Ancillary Service product from one Load Resource may be inclusive or exclusive of each other, as specified according to a procedure developed by ERCOT.

(3)
Ancillary Service Offers remain active for the offered period until:  

(a)
Selected by ERCOT; 

(b)
Automatically inactivated by the software at the offer expiration time specified by the QSE when the offer is submitted; or

(c)
Withdrawn by the QSE, but a withdrawal is not effective if the deadline for submitting offers has already passed.

(4)
A Load Resource that is not a Controllable Load Resource may specify whether its Ancillary Service Offer for Responsive Reserve Service may only be procured by ERCOT as a block.
6.4.8.2.1
Resubmitting Offers for Ancillary Services in the Adjustment Period

During the Adjustment Period, a QSE may resubmit an offer for an Ancillary Service that it submitted for a Resource, but was not struck in a previous market.  The resubmitted offer for that Resource must meet the following criteria to be considered a valid offer in any subsequent market:

(a)
 
Offers may be submitted at any price subject to applicable offer caps and offer floors; and

(b)
If ERCOT notifies Market Participants that additional Ancillary Services are needed, only offers that were submitted before the notice are eligible to participate in the SASM; once the notice is given, no further offers are eligible for that SASM.
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