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Apex appreciates the opportunity to participate in the development of the proposed Ancillary Services redesign.  Please see our comments below.

Overall

To help understand the need for the full re-design, instead of just adding SIR, Apex requests some clarification.  Apex would like to see more granular analysis of frequency management issues over the past 3 years with highlighted scenarios that are particularly challenging.  Then, ERCOT should describe within the context of current and proposed Ancillary Services how the new products would be procured and deployed temporally to manage these situations. Additionally, ERCOT should describe some extreme future scenarios and describe procurement needs and temporal deployment. 

PFR
". If a new or previously disqualified Resource with appropriate droop setting seeks PFR qualification, ERCOT will limit the PFR capacity reservation to no more than 20% of the Resource’s Frequency Responsive HSL.
Apex agrees that limiting resources based on past performance is appropriate, but recommends that for the initial limit a new Resource should be able to apply for an initial limit based on their technology capability in the case when 20% is lower than the resource's ability.
Regulation
Section II - "ERCOT based on the feedback from FAST work-session also proposes that FAST team explore the option of running SCED every 3 minutes to efficiently meet the net load variation and reduce overall regulation need. ERCOT also received another suggestion, which was to run SCED automatically whenever 70% of regulation is deployed."   

Apex does not agree that running SCED on a regular interval less than 5 minutes is appropriate, given the diminishing returns from SCED due to the non-trivial SCED process execution.  Continuing with the normal and expected 5 minute dispatch is the most appropriate approach.

Apex agrees that setting up a trigger to re-run SCED whenever x% of regulation is deployed is an appropriate suggestion, but x should be set based on how fast the regulation is being deployed and when the next regularly scheduled SCED run is expected.   While SCED intervals are intended to be flexible, measures such as GREDP only work on the 5 minute interval so a trigger should be carefully set to not overly activate.
Section IV - "Protocol Definition for Regulating Reserve Service –Concept Level acceptance requested prior to Protocol Language development"  

Apex recommends financial penalties for lack of performance.  (See whitepaper submitted 5-19-14)
Section V - "ERCOT proposes that a single Resource be not allowed to carry more than 25% of total regulation requirement for that particular hour. 

Apex does not agree that ERCOT should arbitrarily limit regulation being provided from a single resource.   This concept was explored and rejected by stakeholders in NPRR334.   The primary reason ERCOT should not pursue this limit is that it punishes the most efficient regulation providers.   Operational concerns should be managed with compliance measures to punish resources who do not perform to expectations.    Financial (such as Apex's Pay for Performance suggestion), Physical (decertification), and compliance measures should be strengthened as necessary.    Alternatively, if ERCOT still feels there is too much risk in bad performance, ERCOT could propose a limit on specific resources based on previous resource failure to perform.  More complete comments follow in the appendix.
APPENDIX - 25% RESTRICTION ON REGULATION SUPPLY FROM A SINGLE UNIT

I. Restricting supply is inefficient and is an unnecessary cost to consumers.  Restricting all units to supply of no more that 25% of the Regulation is likely to produce higher costs for consumers by artificially constraining low-cost supply from the Regulation market and discouraging investment in reliable resources with high ramp rates and broad operating ranges, e.g., hydro and CAES.

· Existing units that have the capability to produce >25% of the Regulation service will be curtailed.  This should raise clearing prices for Regulation.

· Investment in new capacity with higher ramp rates and a broad operation range would be prevented from monetizing these desirable attributes.

· Units with the capability to reliably provide the service are penalized for outage, congestion, and/or response problems experienced by other units (i.e., group punishment instead of targeted corrective action).

II. Managing Operation Risk of Failure to Perform - This risk is better solved through penalizing the offending unit(s), not restricting ALL units.  Penalties should be applied to all units that fail to perform, whether the unit sales 1 MW or 300 MW of regulation.  Penalties that may be more efficient for consumers include...

· Pay-for-performance  (See whitepaper submitted 5-19-14)

· "Partial" decertification - failure to respond to ERCOT dispatch signal could allow ERCOT to limit a specific unit in the Regulation market to a specified MW limit for 6 to 12 months

· Full decertification - Failure to respond to ERCOT dispatch could allow ERCOT to ban a unit from the Regulation market

III. Understanding ERCOT’s Concern - To understand the rationale for the “25% Restriction,” it would be helpful to understand the nature of the problem.

· Since the implementation of the nodal market, how many hours has the Up or Down Regulation market had a supplier with >25% share.

· What are the number of Regulation performance failures by units with >25% Regulation awards that were NOT solved by a SASM?  

· What is the number of hours that Regulation from a unit with >25% award was curtailed by congestion?

· What are the number of hours that a unit providing >25% of the Regulation volume failed to respond to dispatch signals?  

· What new operational risk has emerged sine NPRR 334 was soundly rejected and then withdrawn?

  
