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	Comments


LCRA appreciates the opportunity to provide comments on ERCOT’s recommended changes to the 2016 Ancillary Service Requirements Methodology (2016 A/S Methodology).  We appreciate ERCOT’s hard work in re-elevating its Ancillary Service needs.  LCRA’s comments focus on the proposed changes to the section entitled Non-Spinning Reserve Service (Non-Spin) Requirements Details.
LCRA is concerned that ERCOT’s recommended Non-Spin changes will increase the risk of not having enough capacity to cover the net load forecast error and/or to cover a loss of generation.  This increased risk may lead to an increase in Reliability Unit Commitment (RUC) procurements, which has a significant commercial impact and is impossible for loads to hedge.  The increased reliability risk is from two primary reasons.  First, the change reduces the confidence factor from the 95th percentile to a 70th percentile confidence.  Second, ERCOT shifted their error analysis from the six hour ahead forecast to a three hour ahead forecast.  This shift in the forecast analysis shortens the reaction window which will reduce the number of reliability options available to them.  The 70th percentile confidence is tied to a dynamic percentile for net load uncertainty which discounts the Non-Spin requirement in hours when ERCOT determines that there is less net load variability risk.  This dynamic calculation is not based on current conditions or forecasted conditions but uses a historical analysis to determine when to lower the confidence level to the 70th percentile.  The 70th percentile itself is not a derived value from any study conducted by ERCOT and presented to the market but a value ERCOT presumably feels will be adequate during these hours.  It may seem logical to use a lower percentile when net load variability is lower but predicting wind ramps can be very tricky and they don’t necessarily occur in the same hours each time.  Additionally, we have had 1722 MWs of additional wind generation capacity added to the system since last year.  The ERCOT monthly operational overview report indicates that there is an additional 6426 MWs of wind capacity with signed interconnection agreements and financial security posted that will be added in 2016.

Applying a somewhat arbitrary lower percentile in some hours based on ERCOT’s prediction of net load variability, may be appropriate for the risk of wind uncertainty but ignores the risk of unexpected unit trips.  Given that unit trips can occur in any hour and not just in peak hours, it appears a bit arbitrary to only procure a minimum of the largest unit in only the peak hours.  If ERCOT believes that there will be extra MWs available during off peak hours, then the price of Non-Spin will properly reflect the extra MWs available.  
LCRA understands that it is difficult to compare the current 95th percentile methodology to the ERCOT proposed 70th percentile methodology because ERCOT intends to only use the under forecasted errors in the proposed method.  However, the chart that ERCOT showed at the October 7th WMS meeting clearly showed the 70th percentile of the under forecast errors is less than the 95th percentile of all forecast errors.  One only has to inspect the data to see that there is a significant reduction in the amount of capacity procured across the summer peak hours and thus an increase in system risk.  The data below indicates that ERCOT will procure 625 MWs less Non-Spin for peak in June, July and August.  This data also shows that ERCOT will be purchasing less Non-Spin during the early morning ramps in the Winter months (HE 4-6) the very hours that ERCOT has in the past said we needed more capacity committed and proposed RUC’ing additional units for cold weather.  LCRA is aware that until June of this year, the Non-Spin amount was calculated first using a 2000 MW cap and then 500 MWs of capacity was shifted to Response Reserve (RRS) Service and that the current methodology would not perform this 500 MW shift.  
The table below reflects the changes by month.  A negative value represents a reduction from the current Non-Spin requirements.  E.g. – HE 17 in August the proposed volume is 1,375 MW minus 2,000 MW current for (625 MW).

	HE
	Jan
	Feb
	Mar
	Apr
	May
	Jun
	Jul
	Aug
	Sep
	Oct
	Nov
	Dec

	1
	(763)
	(496)
	(429)
	(496)
	(703)
	(760)
	(617)
	(1,064)
	(623)
	(960)
	(1,208)
	(924)

	2
	(763)
	(496)
	(429)
	(496)
	(703)
	(760)
	(617)
	(1,064)
	(623)
	(960)
	(1,208)
	(924)

	3
	(414)
	(112)
	(264)
	198 
	50 
	(483)
	(213)
	(772)
	(163)
	(109)
	(409)
	(509)

	4
	(414)
	(112)
	(264)
	198 
	50 
	(483)
	(213)
	(772)
	(163)
	(109)
	(409)
	(509)

	5
	(414)
	(112)
	(264)
	198 
	50 
	(483)
	(213)
	(772)
	(163)
	(109)
	(409)
	(509)

	6
	(414)
	(112)
	(264)
	198 
	50 
	(483)
	(213)
	(772)
	(163)
	(109)
	(409)
	(509)

	7
	247 
	930 
	720 
	566 
	314 
	114 
	(23)
	(267)
	97 
	440 
	(83)
	(128)

	8
	247 
	930 
	720 
	566 
	314 
	114 
	(23)
	(267)
	97 
	440 
	(83)
	(128)

	9
	247 
	930 
	720 
	566 
	314 
	114 
	(23)
	(267)
	97 
	440 
	(83)
	(128)

	10
	247 
	930 
	720 
	566 
	314 
	114 
	(23)
	(267)
	97 
	440 
	(83)
	(128)

	11
	209 
	61 
	296 
	(95)
	77 
	137 
	(302)
	(58)
	633 
	191 
	(517)
	(501)

	12
	209 
	61 
	296 
	(95)
	77 
	137 
	(302)
	(58)
	633 
	191 
	(517)
	(501)

	13
	209 
	61 
	296 
	(95)
	77 
	137 
	(302)
	(58)
	633 
	191 
	(517)
	(501)

	14
	209 
	61 
	296 
	(95)
	77 
	137 
	(302)
	(58)
	633 
	191 
	(517)
	(501)

	15
	(122)
	(74)
	(125)
	(125)
	(125)
	(625)
	(625)
	(625)
	(271)
	(625)
	(558)
	(76)

	16
	(122)
	(74)
	(125)
	(125)
	(125)
	(625)
	(625)
	(625)
	(271)
	(625)
	(558)
	(76)

	17
	(122)
	(74)
	(125)
	(125)
	(125)
	(625)
	(625)
	(625)
	(271)
	(625)
	(558)
	(76)

	18
	(122)
	(74)
	(125)
	(125)
	(125)
	(625)
	(625)
	(625)
	(271)
	(625)
	(558)
	(76)

	19
	(125)
	(27)
	(125)
	(125)
	(125)
	(532)
	(625)
	(404)
	(386)
	(625)
	(625)
	(338)

	20
	(125)
	(27)
	(125)
	(125)
	(125)
	(532)
	(625)
	(404)
	(386)
	(625)
	(625)
	(338)

	21
	(125)
	(27)
	(125)
	(125)
	(125)
	(532)
	(625)
	(404)
	(386)
	(625)
	(625)
	(338)

	22
	(125)
	(27)
	(125)
	(125)
	(125)
	(532)
	(625)
	(404)
	(386)
	(625)
	(625)
	(338)

	23
	(763)
	(496)
	(429)
	(496)
	(703)
	(760)
	(617)
	(1,064)
	(623)
	(960)
	(1,208)
	(924)

	24
	(763)
	(496)
	(429)
	(496)
	(703)
	(760)
	(617)
	(1,064)
	(623)
	(960)
	(1,208)
	(924)


LCRA recommends that if TAC elects to adopt ERCOT’s proposed 2016 A/S Methodology, that at a minimum it extends the floor for the single largest contingency (1375 MW) to all hours and not just to peak hours.  This is because wind ramps and unit trips are very unpredictable and can occur in any hour. 
At a minimum, LCRA requests that a quarterly report of the amount of RUC and the reasons for that procurement be provide to TAC or WMS.  We supported the annual RUC assessment per NPRR684, Annual RUC Impact Report Requirements, before this new Ancillary Service Methodology was proposed. Now, due to our concerns on RUC becoming more prevalent under these Non-Spin requirements and being a cost that is extremely difficult to hedge, additionally visibility and focus is called for from a commercial perspective.   
	Revised Proposed OBD Language


Non-Spinning Reserve Service (Non-Spin) Requirement Details

Introduction

Non-Spinning Reserve Service (Non-Spin) consists of Generation Resources capable of being ramped to a specified output level within 30 minutes or Load Resources that are capable of being interrupted within 30 minutes and that are capable of running (or being interrupted) at a specified output level for at least one hour.  Non-Spin may be deployed to replace loss of generating capacity, to compensate for Load forecast and/or forecast uncertainty on days in which large amounts of reserve are not available online, to address the risk of net load ramp, or when there is a limited amount of capacity available for Security-Constrained Economic Dispatch (SCED).

Historically, the need for Non-Spin has occurred during hot weather, during cold weather, during unexpected changes in weather or following large unit trips to replenish reserves.
The periods when load is increasing and wind is decreasing requires other generation resources to increase output or come online quickly to compensate for the sudden net load increases.  As a result, net load ramp risk should be accounted for in the determination of Non-Spin requirements.  
While net load analysis may cover reserves required for forecast uncertainty, it may not necessarily cover exposure to the loss of generation and net load ramp risk.  Due to this risk, it may be necessary for ERCOT to have additional reserves available during high risk using a variable percentile to protect against forecast uncertainty.  

Examples of circumstances when Non-Spin has been used are:

· Across peak hours during spring and fall months when hotter than expected weather with large amounts of capacity offline resulted in Energy Emergency Alert (EEA) events;

· Afternoons during summer seasons when high loads and unit outages outstripped the capability of base load and normal cyclic units;

· Cold weather events when early morning load pickup outpaced the ability of generation to follow;

· Major unit trips when large amounts of spinning reserve were not online; and

· During periods when the wind decreased and load demand increased.

Summary

Analysis for Non-Spin requirements are conducted using data from the same month of previous three years.  For the purpose of determining the amount of Non-Spin to purchase for each hour of the day, hours will be placed into four hour blocks.  The net load uncertainty for the analyzed days for all hours which are considered to be part of a four hour block will be calculated and a percentile will be assigned to this block of hours based on the risk of net load ramp.  The same calculation will be done separately for each block.   The Non-Spin requirement for the month for each block is calculated using the assigned percentile (based on risk of net load ramp) block minus the average Reg-Up requirement during the same block of hours.

After this analysis has been completed, ERCOT will apply a floor on the final Non-Spin requirement equal to the largest unit.  This floor will be applied to all hours.  ERCOT will post the monthly amounts for Non-Spin requirements for the upcoming year on the MIS.





Procedure




ERCOT will determine the Non-Spinning reserve requirement using the 70th to 95th percentile of hourly net load uncertainty from the same month of the previous three years.  Net load is defined as the ERCOT load minus the estimated un-curtailed total output from Wind-powered Generation Resources (WGRs) at a point in time.  The forecast of net load is computed by subtracting the aggregate WGR High Sustained Limits (HSLs) in the Current Operating Plans (COPs) from the Mid-Term Load Forecast (MTLF).  The COPs and MTLF used are the updated values as of three hours prior to each Operating Hour.  The net load uncertainty is then defined as the difference between the net load and the forecasted net load.  
The risk of net load ramp is determined based on the change in net load over an hour divided by highest observed net load for the season.  The fixed value of percentile ranging between 70th percentile and 95th percentile will be assigned to the net load forecast uncertainty calculated previously.  Periods where the risk of net load ramp is highest will use 95th percentile compared to 70th percentile for periods with lowest risks.   
ERCOT will purchase Non-Spin such that the combination of Non-Spin and Reg-Up Services cover the uncertainties of net load forecast errors depending on the net load ramp risk.  For all hours, ERCOT will also set a floor on the Non-Spin requirement equal to the capacity of the single largest contingency.
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