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	Comments


ERCOT hereby appeals the PRS rejection of Nodal Protocol Revision Request (NPRR) 667.  The purpose of Ancillary Services (AS) is to meet the reliability needs of the grid that are not inherently met by the five-minute Dispatch of generation in the market.  ERCOT believes that NPRR667 is the right way to prepare the ERCOT market to efficiently meet the operational reliability challenges inherent with the continued changes in Resource mix.  For this reason, ERCOT requests that TAC recommend approval of this NPRR.  In support of this appeal, ERCOT offers the following observations: 
· ERCOT’s Resource mix has changed significantly since the current AS framework was designed over 20 years ago.  This has changed both:
· The AS needed to operate the ERCOT System; and

· The capabilities of the Resources available to provide AS.
· The Resource mix is expected to continue to change, with: 

· Almost double the wind generation capacity from last year; and 

· An exponential increase in solar capacity. 
· With a three-year implementation schedule for NPRR667, these significant additional changes in the Resource mix will occur before the NPRR is implemented.  The fact that ERCOT frequency control is good at the present time is not a valid indicator of future conditions.  ERCOT believes the time is right to initiate these future changes to AS. 
· Specifications of existing AS were designed around the capabilities of traditional steam generation.  The NPRR667 framework would allow the ERCOT market to more efficiently and flexibly meet the reliability requirements going forward, even with a significantly changed Resource mix.

· Current specifications serve as a barrier to entry for new technologies and do not efficiently meet the technical needs of the system.

· It might be possible to meet future reliability challenges under the existing bundled framework, but this would result in increasingly higher costs, including: 

· The direct cost of the AS that must be procured; and 

· The negative impact on system energy prices from the Resources that must be committed under the existing bundled framework to provide the increased AS. 

· ERCOT has worked extensively with stakeholders to develop NPRR667.
· The framework described in NPRR667 is significantly different than what was proposed in ERCOT’s original white paper.
· During the time that NPRR 667 has been under review, ERCOT has implemented AS changes within the current AS framework that were identified through the development of NPRR667, and these changes have been endorsed by stakeholders.

· ERCOT addressed all comments about NPRR667, and incorporated stakeholder proposals to the extent that the proposals fit within the broader goals of the future AS framework.

· ERCOT agrees with comments at PRS about the need to address system inertia requirements through a market mechanism; however, the structure of that mechanism may be dependent on whether ERCOT implements the mechanism in NPRR667 or in the existing AS framework.  ERCOT has been developing inertia monitoring and forecasting tools while waiting for NPRR667 to be approved.
· ERCOT acknowledges concerns voiced by stakeholders regarding the potential need to modify BAL-001-TRE with respect to the Resources that would not be providing Primary Frequency Response Service (PFRS) following approval of NPRR667. 

· NPRR667 meets many of the TAC Goals for 2016, including the following:
· Develop and implement needed market design corrections and improvements which are cost effective.

· At TAC’s request, ERCOT hired the Brattle Group to provide a cost/benefit evaluation of NPRR667.  Brattle found that the benefits of the NPRR far outweighed its costs and reflected good market design.  ERCOT updated the analysis for lower gas costs and still found benefits in excess of cost.
· Pursue the appropriate implementation of load participation. 

· NPRR667 provides several opportunities for increased load participation that do not exist under the current bundled AS framework. 
· Pursue the appropriate implementation of emerging technologies.

· The AS framework contained in NPRR667 provides for increased flexibility and efficiency in meeting the reliability challenges related to Resources using new technologies and facilitates their participation in the AS markets.

· Collaborate with ERCOT Staff on the review of Ancillary Service needs and implement changes as necessary.

· ERCOT and stakeholders have worked extensively over the last three years to develop the current version of NPRR667, and ERCOT has incorporated significant stakeholder-proposed changes to improve the framework included in NPRR667 as compared to ERCOT’s original whitepaper.
· Maintain market rules that support open access to the ERCOT markets and transmission network.

· NPRR667 removes significant barriers to entry that exist under the current framework, which was designed around the inherent characteristics of conventional steam boiler units.

In summary, ERCOT requests that TAC recommend approval of NPRR667 in order to: 

· Provide a holistic and efficient set of AS to meet the changing reliability challenges of the ERCOT System;
· Remove barriers to entry for new Resources that can meet the technical needs of the system, while avoiding any restriction as to any particular Resource type; and
· Allow a coordinated transition to address future AS needs rather than addressing these needs through a piecemeal approach.
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