Nodal Protocol Revision Request


	NPRR Number
	
	NPRR Title
	ERS Clearing Price

	Date Posted
	

	
	

	Requested Resolution
	Normal

	Nodal Protocol Sections Requiring Revision
	3.14.3.1, Emergency Response Service Procurement

6.6.11.1, Emergency Response Service Capacity Payments

	Market Guide Section(s) Requiring Revision
	None.

	Revision Description
	This Nodal Protocol Revision Request (NPRR) modifies Section 6.6.11.1 to provide that Emergency Response Service (ERS) offers will be awarded at the market clearing price rather than on a pay-as-bid process. 

	Reason for Revision
	A market clearing price mechanism will provide for more efficient market outcomes than pay-as-bid.  ERCOT has authority under P.U.C. Subst. R. 25.507(e)(1) to implement a market clearing price mechanism.  As stated by the Public Utility Commission of Texas (PUCT) in its order adopting amendments to PUC Subst. R. 25.507, “The concept of establishing a market clearing price mechanism would appear to have the potential for solving some problems that exist in establishing prices for the service, and the commission encourages ERCOT staff to expeditiously explore the feasibility of implementing such a mechanism.”

	Credit Implications
	No


	Business Case

	Business Case
	1
	Qualitative benefits: 
· A market clearing price process will result in more efficient market outcomes for ERS.  Under a marginal clearing price market, bidders have the incentive to bid a price equal to their costs, which results in economic and operational efficiencies. 
· A more efficient pricing mechanism for ERS will promote Demand response participation by more properly reflecting the value of Demand response. 

	
	2
	Quantifiable benefits: 
· Benefits are not quantifiable due to an inability to predict future market clearing prices.  

	
	3
	Impacts to Market Segments: 
· More efficient market pricing of ERS benefits the ERCOT market as a whole. 


	Sponsor

	Name
	Suzanne Bertin on behalf of the Demand Side Working Group (DSWG)

	E-mail Address
	sbertin@enernoc.com

	Company
	EnerNOC, Inc.

	Phone Number
	617-571-8784

	Cell Number
	617-571-8784

	Market Segment
	Not applicable


	Market Rules Staff Contact

	Name
	

	E-Mail Address
	

	Phone Number
	


	Proposed Protocol Language Revision


3.14.3
Emergency Response Service

ERCOT shall issue Requests for Proposals to procure ERS for the purpose of promoting reliability during energy emergencies.
3.14.3.1
Emergency Response Service Procurement

(1)
ERCOT shall issue Requests for Proposals to procure ERS for each Standard Contract Term.  The ERS Standard Contract Terms are as follows:

(a)
February through May;
(b)
June through September; and

(c) 
October through January.

(2)
ERS offers shall be submitted only by QSEs capable of receiving both Extensible Markup Language (XML) messaging and Verbal Dispatch Instructions (VDIs) on behalf of represented ERS Resources.   
(3)
An ERS Generator consisting of an aggregation of generators must be composed entirely of a single generator type:  either self-serving or non-self-serving. 
(4)
Each generator in an ERS Generator must have an interconnection agreement with its Transmission and/or Distribution Service Provider (TDSP) prior to submitting an ERS offer.
(5)
QSEs representing ERS Resources may submit offers for one or more ERS Time Periods within an ERS Contract Period.  ERS Time Periods shall be defined by ERCOT in the Request for Proposal for that ERS Standard Contract Term.  An ERS offer is specific to an ERS Time Period.  In submitting an offer, both the QSE and the ERS Resource are committing to provide ERS for that ERS Time Period if selected.

(6)
The minimum amount of ERS that may be offered is one-tenth (0.1) MW.  ERS Resources may be aggregated to reach this requirement.
(7)
ERCOT may establish an upper limit, in MWs, on the amount of ERS capacity it will procure for any ERS Time Period in any ERS Standard Contract Term.


(8)
A QSE’s offer to provide ERS shall include: 

(a)
The name of the QSE representing the ERS Resource and the name of an individual authorized by the QSE to represent the QSE and its ERS Resource(s);

(b)
The name of an Entity that controls the ERS Resource, and an affirmation that the QSE has obtained written authorization from the Entity to submit ERS offers on its behalf and to represent the Entity in all matters before ERCOT concerning the Entity’s provision of ERS;

(c)
Any information or data specified by ERCOT, including access to historical meter data, and affirmation by the QSE that it has obtained written authorization from the controlling Entity of the ERS Resource for the QSE to obtain such data;

(d)
Affirmation that the controlling Entity of the ERS Resource has reviewed P.U.C. Subst. R. 25.507, Electric Reliability Council of Texas (ERCOT) Emergency Response Service (ERS), these Protocols and Other Binding Documents relating to the provision of ERS, and has agreed to comply with and be bound by such provisions;

(e)
An agreement by the QSE to produce any written authorization or agreement between the QSE and any ERS Resource it represents, as described in this Section, upon request from ERCOT or the PUCT;

(f)
Affirmation that the capacity being offered into ERS is not capacity that is separately obligated to respond during any of the same hours, and receiving a separate reservation payment for such obligation, occurring in the contracted ERS Time Period.  ERCOT shall treat an ERS Resource containing sites found to be dually committed as failing to meet its ERS obligations and may prohibit participation by the ERS Resource and/or the dually committed sites in the next ERS Standard Contract Term following the discovery;

(g)
An affirmation that the QSE and the controlling Entity the ERS Resource are familiar with any applicable federal, state or local environmental regulations that apply to the use of any generator in the provision of ERS, and that the use of such generator(s) to provide of ERS would not violate those regulations.  This provision applies to both ERS Generators and to the use of backup generation by ERS Loads; and

(h)
For an ERS Generator, a designation of the ERS Generator as either a self-serving generator or a non-self-serving generator, based on the performance criteria in Sections 8.1.3.1.3.2, Time Period Availability Calculations for Emergency Response Service Generators, and 8.1.3.1.4, Event Performance Criteria for Emergency Response Service Resources.
(9)
An ERS Standard Contract Term may consist of a single ERS Contract Period or multiple non-overlapping ERS Contract Periods, as follows:  

(a)
If no ERS Resources’ obligations are exhausted during an ERS Contract Period pursuant to paragraph (1) of Section 3.14.3.3, Emergency Response Service Provision and Technical Requirements, the ERS Contract Period shall end at the end of the last Operating Day of the ERS Standard Contract Term.  

(b)
If some but not all ERS Resources’ obligations are exhausted pursuant to paragraph (1) of Section 3.14.3.3 during an ERS Contract Period, that ERS Contract Period shall end at the end of the Operating Day in which the exhaustion occurred, and a new ERS Contract Period shall begin at hour ending 0100 on the following Operating Day.  

(c)
If all ERS Resources’ obligations are exhausted pursuant to paragraph (1) of Section 3.14.3.3 during an ERS Contract Period that ERS Contract Period shall end at the end of the Operating Day in which the exhaustion occurred.  In this case, ERCOT may initiate a new ERS Contract Period beginning no earlier than hour ending 0100 on the following Operating Day.  

(10)
ERS Resources shall be obligated in ERS Contract Periods as follows:  

(a)
For the first ERS Contract Period in an ERS Standard Contract Term, all ERS Resources awarded by ERCOT shall be obligated.

(b)
For any subsequent ERS Contract Periods in an ERS Standard Contract Term, any ERS Resource with remaining obligation due to cumulative deployment time of less than eight hours at the end of the last ERS Contract Period shall have their remaining obligation transferred to the new ERS Contract Period.  In such a case the ERS Resource’s deployment time will be carried over from the previous ERS Contract Period and will be applied toward the maximum deployment time in the new ERS Contract Period, as described in paragraph (1) of Section 3.14.3.3.

(c)
For any subsequent ERS Contract Periods in an ERS Standard Contract Term, in addition to any ERS Resources that may be obligated pursuant to item (9)(b) above, any ERS Resources whose obligations were exhausted in the previous ERS Contract Period may be re-obligated at ERCOT’s discretion according to the following procedures:

(i)
During the offer submission process, QSEs shall designate on the ERS offer form, which is posted on the ERCOT website, whether an ERS Resource is available for mandatory participation in a subsequent ERS Contract Period (“renewal opt-in”).

(ii)
Prior to the start of a subsequent ERS Contract Period, ERCOT shall notify QSEs representing ERS Resources of its decision to include renewal opt-ins in the subsequent ERS Contract Period.  Such Notification shall include a list of the QSEs’ renewal opt-in Resources’ capacity obligations by ERS Time Period.  

(iii)
For purposes of managing ERS expenditures within the maximum ERS expenditure established by the PUCT (ERS Cost Cap), ERCOT may limit the obligation of renewal opt-in ERS Resources in a subsequent ERS Contract Period to a subset of the four ERS Time Periods.

(iv)
If ERCOT elects to include renewal opt-in ERS Resources in a subsequent ERS Contract Period, the renewal opt-ins shall be procured automatically under the same clearing price parameters including capacity, price, maximum base Load (if applicable), performance evaluation methodology, and ERS Time Periods as originally awarded.  

(v)
By the end of the second Business Day in any ERS Contract Period other than the first day within an ERS Standard Contract Term, a QSE may revoke the renewal opt-in status of any of its committed ERS Resources for any subsequent ERS Contract Periods within that ERS Standard Contract Term.  ERCOT shall develop a method for QSEs to communicate such information.

(vi)
By the end of the third Business Day in any ERS Contract Period other than the first within an ERS Standard Contract Term, ERCOT shall communicate to QSEs a confirmation of the terms of participation for all of their committed ERS Resources.  Notwithstanding this provision, participation by obligated ERS Resources is binding from the start time of each ERS Contract Period.

(11)
In any 12-month period beginning on February 1st and ending on January 31st, ERCOT shall not commit dollars toward ERS in excess of the ERS Cost Cap.  ERCOT may determine cost limits for each ERS Contract Period in order to ensure that the ERS Cost Cap is not exceeded.  In order to minimize the cost of ERS, ERCOT may reject any offer it determines to be unreasonable or outside the parameters of an acceptable offer.  ERCOT shall establish a written process for determining the cost limits for each ERS Contract Period and for the reasonableness of offers.

(12)
ERCOT shall reduce the ERS Cost Cap by the value of the amount of ERS Self-Provision.  ERCOT shall value ERS Self-Provision obligation at a value equal to the clearing price multiplied by the total MW of ERS Self-Provision during each relevant ERS Time Period.

(13)
ERCOT shall evaluate each offer to determine whether it comports with the actual capacity an ERS Resource is capable of providing and may limit any award to that ERS Resource based on the results of the evaluation.

(14)
For the first ERS Contract Period in an ERS Standard Contract Term, ERCOT shall procure ERS Resources for each ERS Time Period using a clearing price methodology, provided that ERCOT may consider geographic location and its effect on congestion in making ERS awards.  ERCOT may prorate awards when there are more MWs available at a given price than ERCOT decides to procure, if the proration is acceptable to each offering QSE.  An ERS offer may declare a minimum amount of MW that the ERS Resource is willing to provide.  If proration would result in an award below an ERS Resource’s designated minimum, the offer will not be awarded. 

(15)
Payments and Self-Provision credits to QSEs representing ERS Resources are subject to adjustments as described in Section 8.1.3.3.1, Performance Criteria for Qualified Scheduling Entities Representing Emergency Response Service Resources.  Deployment of ERS Resources will not result in additional payments other than any payment for which the QSE may be eligible through Real-Time energy imbalance or other ERCOT settlement process. 

(16)
QSEs representing ERS Resources selected to provide ERS shall execute a Standard Form Emergency Response Service Agreement, as provided in Section 22, Attachment G, Standard Form Emergency Response Service Agreement.
6.6.11.1
Emergency Response Service Capacity Payments

ERCOT shall pay, for each Emergency Response Service (ERS) Contract Period, the QSEs representing ERS Resources as follows:
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COMPDELMW qce(tp)
COMPDELMW qce(tp) = COMPOFFERMW qce(tp) * (ERSAFWT qc * Min (ERSAFCOMB qr,1) + (1 - ERSAFWT qc) * Min (ERSEPF qr,1))
SPDELMW qce(tp) = SPOFFERMW qce(tp) * (ERSAFWT qc * Min(ERSAFCOMB qr,1) + (1 – ERSAFWT qc) * Min(ERSEPF qr,1)) 

The ERS Self-Provision Capacity Upper Limit for each self-providing QSE shall be calculated by ERCOT using a two-pass process.  The first pass will consist of simultaneously solving for all QSEs’ ERS Self-Provision Capacity Upper Limits with the constraint that each QSE’s ERS Self-Provision Capacity Upper Limit will equal its LRS multiplied by the total ERS capacity awarded for competitive offers, plus the sum of all QSEs’ ERS Self-Provision Capacity Upper Limits.  The second pass will repeat the solution of the equations with a QSE’s delivered self-provided MW capacity (adjusted for availability and/or event performance) substituted for the ERS Self-Provision Capacity Upper Limit if the delivered MW capacity is less than the first pass calculation of the ERS Self-Provision Capacity Upper Limit.

Pass 1:

For QSE 1:

SPCUL 1c(tp) = ERSLRS 1c(tp) * (COMPDELMWTOT c(tp) + SPCUL 1c(tp) + SPCUL 2c(tp) + … + SPCUL nc(tp))

For QSE 2:

SPCUL 2c(tp) = ERSLRS 2c(tp) * (COMPDELMWTOT c(tp) + SPCUL 1c(tp) + SPCUL 2c(tp) + … + SPCUL nc(tp))
…

For QSE n:

SPCUL nc(tp) = ERSLRS nc(tp) * (COMPDELMWTOT c(tp) + SPCUL 1c(tp) + SPCUL 2c(tp) + … + SPCUL nc(tp))
Pass 2:

For QSE 1:

SPCUL 1c(tp) = ERSLRS 1c(tp) * (COMPDELMWTOT c(tp) +

Min(SPDELMW 1c(tp),SPCUL 1c(tp)) +

Min(SPDELMW 2c(tp),SPCUL 2c(tp))
+ … + Min(SPDELMW nc(tp),SPCUL nc(tp)))

For QSE 2:

SPCUL 2c(tp) = ERSLRS 2c(tp) * (COMPDELMWTOT c(tp) +

Min(SPDELMW 1c(tp),SPCUL 1c(tp)) +

Min(SPDELMW 2c(tp),SPCUL 2c(tp))
+ … + Min(SPDELMW nc(tp),SPCUL nc(tp)))

…

For QSE n:

SPCUL nc(tp) = ERSLRS nc(tp) * (COMPDELMWTOT c(tp) +

Min(SPDELMW 1c(tp),SPCUL 1c(tp)) +

Min(SPDELMW 2c(tp),SPCUL 2c(tp))
+ … + Min(SPDELMW nc(tp),SPCUL nc(tp)))

The above variables are defined as follows:
	Variable
	Unit
	Description

	q
	None
	A QSE.

	c
	None
	ERS Contract Period.

	r
	None
	ERS Standard Contract Term.

	tp
	None
	Hours in an ERS Time Period.

	e
	None
	An ERS Resource procured from a QSE for an ERS Contract Period.

	co
	None
	The number of competitive ERS Resources procured from a QSE for an ERS Contract Period.

	s
	None
	The number of self-provided ERS Resources procured from a QSE for an ERS Contract Period.

	n
	None
	The number of QSEs for an ERS Contract Period. 

	ERSPAMT qc(tp)
	$
	ERS Payment Amount per QSE per ERS Contract Period per ERS Time Period—ERS total payment to QSE q for ERS Contract Period c and ERS Time Period tp.

	COMPAMT qc(tp)
	$
	Competitive Amount per QSE per ERS Contract Period per ERS Time Period—ERS total payment to QSE q for competitively procured ERS Resource delivered for ERS Contract Period c and ERS Time Period tp.

	SPAMT qc(tp)
	$
	Self-Procured Amount per QSE per ERS Contract Period per ERS Time Period—ERS total payment to the QSE for its self-provided ERS Resource for an ERS Time Period.

	ERSPAMTQSETOT qc
	$
	ERS Payment QSE Total per QSE per ERS Contract Period—The total ERS total payments to QSE q for ERS Contract Period c.

	ERSPAMTTOT c(tp)
	$
	ERS Payment Amount Total per ERS Contract Period per ERS Time Period—Total of all ERS payments for ERS Contract Period c and ERS Time Period tp.

	ERSPRICE qce(tp)
	$/MW per hour
	Price of the highest offer cleared per ERS Contract Period per ERS Time Period—Contracted offer price for a competitively procured ERS Resource e, for ERS Contract Period c and ERS Time Period tp.

	COMPDELMW qce(tp)
	MW
	Competitive Delivered MW per QSE per ERS Contract Period per ERS Resource per ERS Time Period—ERS capacity delivered by the QSE q for a competitive ERS Resource e for ERS Contract Period c and ERS Time Period tp.

	TPH e(tp)
	Hours
	Hours in ERS Time Period tp for an ERS Resource e.
For ERS Resources e whose obligation is not exhausted in an ERS Contract Period c, the number of hours in that ERS Time Period tp in that ERS Contract Period c.

For ERS Resources e whose obligation is exhausted in an ERS Contract Period c, the number of hours in that ERS Time Period tp from the beginning of the ERS Contract Period c to the end of the ERS Standard Contract Term.

	
	
	

	SPDELMW qc (tp)
	MW
	Self-Provided Delivered MW per QSE per ERS Contract Period per ERS Time Period—Total ERS capacity self-provided by QSE q for ERS Contract Period c and ERS Time Period tp.

	COMPDELMWTOT c(tp)
	MW
	Competitive Delivered MW Total per ERS Contract Period per ERS Time Period—Total ERS competitive capacity delivered by all QSEs for ERS Time Period tp.

	COMPOFFERMW qce(tp)
	MW
	Competitive Offered MW Total per QSE per ERS Contract Period per ERS Resource per ERS Time Period—ERS capacity offered by QSE q for a competitive ERS Resource e for ERS Contract Period c and ERS Time Period tp.

	ERSAFWT qc
	None
	Availability Settlement weighting factor per QSE per ERS Contract Period—The weighting factor for QSE q for ERS Contract Period c to apply for Settlement as calculated pursuant to Section 8.1.3.1.3.3.

	ERSAFCOMB qr
	None
	Time- and Capacity-Weighted ERS Availability Factor per QSE per ERS Standard Contract Term—The availability factor for QSE q for ERS Standard Contract Term r, as calculated pursuant to Section 8.1.3.3.1, Performance Criteria for Qualified Scheduling Entities Representing Emergency Response Service Resources.

	ERSEPF qr
	None
	ERS Event Performance Factor per QSE per ERS Standard Contract Term—Event performance factor for QSE q in ERS Standard Contract Term r as calculated pursuant to Section 8.1.3.3.1.

	SPCUL qc(tp)
	MW
	Self-Provision Capacity Upper Limit per QSE per ERS Contract Period per ERS Time Period—The ERS Self-Provision Capacity Upper Limit calculated by ERCOT for each self-providing QSE by simultaneously solving for all QSEs’ obligations with the constraint that each QSE’s ERS Self-Provision Capacity Upper Limit does not exceed its obligation.

	SPOFFERMW qce(tp)
	MW
	Self-Provision Offer MW per QSE per ERS Contract Period per ERS Resource per ERS Time Period—ERS capacity offered as self-provision by QSE q for an ERS Resource e for ERS Contract Period c and ERS Time Period tp.

	ERSLRS qc(tp)
	None
	ERS Load Ratio Share per QSE per ERS Contract Period per ERS Time Period—ERS LRS for QSE q for ERS Contract Period c and ERS Time Period tp, calculated starting with the first hour of the ERS Contract Period and ending with the earlier of the last hour of the ERS Contract Period or the hour containing the recall instruction in an ERS deployment event that results in the exhaustion of a QSE portfolio’s ERS obligation.
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