TAC Report

	NPRR Number
	435
	NPRR Title
	Requirements for Energy Offer Curves in the Real Time SCED for Generation Resources Committed in RUC

	Timeline
	Urgent
	Action
	Recommended Approval

	Date of Decision
	February 2, 2012

	Proposed Effective Date
	March 1, 2012

	Priority and Rank Assigned
	Not applicable.

	Nodal Protocol Section Requiring Revision
	6.4.3.1, Energy Offer Curve for RUC Committed Resources (new)

	Revision Description
	This Nodal Protocol Revision Request (NPRR) adds a requirement for the Qualified Scheduling Entity (QSE) of a Generation Resource committed by the Reliability Unit Commitment (RUC) process to submit an Energy Offer Curve that prices all energy from Low Sustained Limit (LSL) to High Sustained Limit (HSL) at the System-Wide Offer Cap (SWCAP) for RUC-Committed Intervals.  When Generation Resources are committed in the Day Ahead or during the Adjustment Period in the RUC process, the QSE shall submit an Energy Offer Curve for the Generation Resource that meets the above requirements no later than the end of the Adjustment Period immediately preceding the Operating Period that includes an Operating Hour coincident with the first hour of the RUC Dispatch Instruction.
QSE updates to an Energy Offer Curve entered at the end of the Adjustment Period become effective in ERCOT systems at the start of the next Operating Period.  Therefore, if a Generation Resource is committed by an ERCOT Operator issued Verbal Dispatch Instruction (VDI) for the Operating Hour in the immediate Operating Period, then it is expected that the QSE shall submit an Energy Offer Curve that meets the requirements described above as soon as reasonably practicable after receipt of the VDI.
ERCOT systems will not validate that the Energy Offer Curve for RUC-committed Generation Resources meet the requirements described above.  QSEs are solely responsible to make the submission changes needed to implement the Protocol requirements described in this NPRR.

	Reason for Revision
	To address concerns raised at the December 8, 2011 Public Utility Commission of Texas (PUCT) Open Meeting regarding Project No. 37897, PUC Proceeding Relating to Resource and Reserve Adequacy and Shortage Pricing.

	Credit Impacts
	The Credit Work Group (Credit WG) has reviewed NPRR435 and has determined that the implementation of NPRR435 does not change the current credit calculations.  Depending on a Counter-Party’s behavior, implementation could reduce or increase the ERCOT market’s credit exposure to Counter-Parties.  NPRR435 increases the already existing strong incentive for Counter-Parties to be properly hedged in the ERCOT market.  However, to the extent Counter-Parties have not hedged, this could increase their exposure and collateral requirements.

	Procedural History
	· On 1/3/12, NPRR435 and an Impact Analysis were posted.
· On 1/9/12, Calpine comments were posted.

· On 1/10/12, Luminant-Exelon comments were posted.

· On 1/12/12, WMS comments were posted.

· On 1/17/12, TIEC comments were posted.

· On 1/19/12, PRS considered NPRR435.

· On 1/26/12, Credit WG comments were posted.

· On 1/31/12, ERCOT Steel Companies comments were posted.

· On 2/2/12, TAC considered NPRR435.

	PRS Decision 
	On 1/19/12, PRS unanimously voted to grant NPRR435 Urgent status.  PRS then voted to recommend approval of NPRR435 as amended by the 1/10/12 Luminant-Exelon comments and as revised by PRS and to forward NPRR435 and the Impact Analysis to TAC.  There were two opposing votes from the Cooperative and Consumer Market Segments and three abstentions from the Consumer, Independent Power Marketer (IPM) and Municipal Market Segments.  All Market Segments were present for the votes.

	Summary of PRS Discussion
	On 1/19/12, participants reviewed the 1/12/12 WMS comments and 1/17/12 TIEC comments.  Participants discussed what the offer floor for energy from LSL to HSL for RUC-Committed Intervals should be to provide an appropriate signal of capacity scarcity in an energy-only market, and whether pricing such energy at the SWCAP would provide an incentive to withhold capacity from the Day-Ahead Market (DAM).

	TAC Decision
	On 2/2/12, TAC voted via roll call vote to recommend approval of NPRR435 as recommended by PRS in the 1/19/12 PRS Report and as revised by TAC.  There were six opposing votes from the Consumer Market Segment and one abstention from the Cooperative Market Segment.  All Market Segments were present for the vote.

	Summary of TAC Discussion
	On 2/2/12, participants discussed whether to change the offer floor for energy from LSL to HSL for RUC-Committed Intervals to $500/MWh; and whether TAC should annually review the offer floor value and/or the market impacts associated therewith.

	ERCOT Opinion
	ERCOT supports NPRR435 as it addresses concerns expressed at the PUCT Open Meeting related to price suppression due to capacity brought on by RUC.  ERCOT has no opinion on the dollar value for energy for Generation Resources committed by the RUC process for RUC-Committed Intervals.


	Business Case

	Business Case
	1
	Addresses concerns expressed at the December 8, 2011 PUCT Open Meeting regarding Project No. 37897.

	
	2
	This NPRR will mitigate price suppression due to capacity brought on by RUC and more accurately reflects the value of the extra capacity opened up to Security-Constrained Economic Dispatch (SCED).  This NPRR will also have the effect of minimizing displacement of competitive market Resources due to energy from the-RUC committed Resources.


	Sponsor

	Name
	John Dumas

	E-mail Address
	jdumas@ercot.com

	Company
	ERCOT

	Phone Number
	(512) 248-3195

	Cell Number
	

	Market Segment
	Not applicable


	Market Rules Staff Contact

	Name
	Jonathan Levine

	E-Mail Address
	jlevine@ercot.com

	Phone Number
	512-248-6464


	Comments Received

	Comment Author
	Comment Summary

	Calpine 010912
	Proposed revisions to set the price of energy from LSL to HSL for Resources committed by RUC at the SWCAP.

	Luminant-Exelon 011012
	Proposed revisions to set the price of energy from LSL to HSL for Resources committed by RUC at the SWCAP.

	WMS 011212
	Endorsed NPRR435 as amended by the 1/10/12 Luminant-Exelon comments.

	TIEC 011712
	Proposed revisions to set the price of energy from LSL to HSL for Resources committed by RUC at the same level as the floor for Off-Line Resources offering Non-Spinning Reserve (Non-Spin) Service, which is currently $180/MWh.

	Credit WG 012612
	Stated that the implementation of NPRR435 does not change the current credit calculations (see Credit Impacts above).

	ERCOT Steel Companies 013112
	Raised concerns with setting the price of energy from LSL to HSL for Resources committed by RUC at the SWCAP and requested that TAC table any further consideration of setting such price floors until the effects of other NPRRs that have already been approved are fully integrated into the long-term forward power prices and Real-Time operations of the market.


	Proposed Protocol Language Revision


6.4.3.1
Energy Offer Curve for RUC-Committed Resources
(1)
Prior to the end of the Adjustment Period for an Operating Hour during which a Generation Resource has been committed by ERCOT as part of a Reliability Unit Commitment (RUC) process, the QSE shall ensure that an Energy Offer Curve that prices all energy from LSL to HSL at the System-Wide Offer Cap (SWCAP) for the Operating Hours in the RUC commitment period, has been submitted and accepted by ERCOT.  The Technical Advisory Committee (TAC) shall review the market impacts of the dollar value for energy for Generation Resources committed by the RUC process for RUC-Committed Intervals every January.
(2) 
If the QSE receives a RUC Dispatch Instruction from ERCOT for its Generation Resource during the Operating Period that includes a RUC-Committed Hour, then the QSE shall be exempt from the submission timeline requirement specified in paragraph (1) above for the RUC-Committed Hours during the Operating Period.  The QSE shall submit the required Energy Offer Curve as soon as reasonably practicable after receipt of the RUC Dispatch Instruction for the RUC-Committed Hours in the Adjustment Period.

(3)
The requirement in paragraph (1) above is not applicable for Weekly Reliability Unit Commitment (WRUC)-instructed hours during which the Resource was Day-Ahead Market (DAM)-committed or QSE self-committed.
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