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Summary

TAC created the Market Enhancement Task Force (METF) and defined its charter as assisting ERCOT in identifying enhancements to the ERCOT Nodal systems with regard to improving system reliability and efficiency in the Real Time Market with specific emphasis on Resource commitment and dispatch.   METF has been working to develop recommendations for TAC on how to proceed in enhancing and improving the Real-Time Market.  Two high level proposals, the Real-Time Market Enhancement proposal and the Hour-Ahead Market proposal, have been developed. The purpose of this document is to present a summary and selected comments received on these two proposals.
URLs:

1) Real-Time Market Enhancement Proposal: http://www.ercot.com/content/meetings/metf/keydocs/2012/0830/05_real_time_mkt_enhancement_strawman_8_24_2012.doc
2) Hour-Ahead Market Proposal:

http://www.ercot.com/content/meetings/metf/keydocs/2012/0830/07_pres_hour_ahead_market.ppt
3) Comments Received:

· http://www.ercot.com/content/meetings/metf/keydocs/2012/1026/comments_centerpoint_energy_strawman_ham.doc
· http://www.ercot.com/content/meetings/metf/keydocs/2012/1026/comments_steel_comps_hour_ahead_mkt_impact_document.doc
· http://www.ercot.com/content/meetings/metf/keydocs/2012/1026/hour_ahead_market_market_impact_document. http://www.ercot.com/content/meetings/metf/keydocs/2012/1026/comments_edison_mission_strawman.docdoc
· http://www.ercot.com/content/meetings/metf/keydocs/2012/1026/comments_steel_comps_strawman.doc 
· http://www.ercot.com/content/meetings/metf/keydocs/2012/1026/comments_luminant_strawman_ham.doc
· http://www.ercot.com/content/meetings/metf/keydocs/2012/1026/comments_sierraclub_strawman_ham.doc
· http://www.ercot.com/content/meetings/metf/keydocs/2012/0927/08_impact_of_changes_to_nodal_market_design_draft_092412.doc
· http://www.ercot.com/content/meetings/metf/keydocs/2012/0927/05_pres_discussion_items_for_ham.ppt
Real-Time Market (RTM) Enhancement Proposal:  

1) Commitment/Dispatch of the short notice Generation Resources (GR).

2) Commitment/Dispatch of short notice Load Resources (LR).

3) Commitment /Dispatch of Energy Storage Resources (ESR).
4) Real-Time (RT) Energy/AS Co-optimization & Scarcity Pricing Mechanisms (similar to William Hogan’s proposal – “Electricity Scarcity Pricing through Operating Reserves: An ERCOT Window of Opportunity”).

5) Accounts for future network topology changes.

6) Only the dispatch and prices from the first interval of Real-Time Dispatch (RTD) are binding.  The rest are advisory.
7) Binding Commitment instructions are sent out only if this instruction cannot be delayed until the next Real-Time Commitment (RTC) run.

8) Pricing run (like NPRR 444).
a. Enable fix block offers from LR to set price.

b. Make-Whole payment options for committed Resources.
c. Mitigate negative impacts of ERCOT out of market actions.
9) If a fixed block LR is committed by RTC then in RTD, 5 minute Base Point = 0, breaker open, no issue of following 5 minute base point for commitment period.

10)   The RTM Enhancement proposal provides a flexible and scalable framework to accommodate a wide-range of policy and market design features.  (e.g. new technologies)
Selected comments and concerns:

1) Incentive for short notice resources to self-commit reduced.

a. RTC optimizes commitment decisions of short notice resources.

b. QSE with short notice resources can mitigate risk of undesirable price outcomes due to self commitment.

c. Resources can self-commit if they desire to do so.

2) Load Resources must meet stringent ERCOT energy deployment performance standards.

3) It is unclear how the RTM Enhancement will have any impact on the long-term equilibrium Reserve Margin outcomes.

4) It is prudent to defer further evaluation of the RTM Enhancement proposal until the Commission has had adequate time to provide a clear direction regarding the market design in ERCOT, and not to proceed with these proposed market changes at this time.

5) Priority should be given to enabling Load Resources to set the prices in the RT market.
6) …?

7) … ?

Hour-Ahead Market (HAM) Proposal:

1) A voluntary financial market that would allow MPs to rebalance portfolios close to RT.
a. Virtual Offers, Virtual Bids and PTP Obligation bids are allowed.

b. There are no Resource specific offers.

2) Outcome is a HAM price certainty for one hour.
3) Financial obligation is the driver to perform.
4) There is no ERCOT compliance for Load Resources.

5) Requires three part settlement.  (DAM, HAM and RT.)

Selected comments and concerns:

1) Recommend AS and Energy co-optimization in HAM.  (The original proposal did not provide AS and Energy co-optimization.)

2) The HAM should attract significantly more demand response than what could be expected from any other program that requires stringent performance standards such as the “Look Ahead SCED”.
3) In general, the HAM prices are anticipated to converge to the RT prices.  Given that the current RT price formation does not mitigate ERCOT out of market actions (RUC, RMR, QSGR LSL, ERS and LR-RSS deployment); HAM pricing outcome may also be impacted.  Additionally, it is unsure that HAM would incent development of new Demand Response without changing current RT price formation methodology.

4) The HAM may not provide significant additional value as compared to today’s opportunities with balance of the day and hourly trades.

5) A HAM has not been implemented elsewhere.  (CAISO has implemented HAM functionality within RTC framework but it is limited to hourly inter-tie transactions.)

6) …?

7) …?
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