Battery Energy Storage Key Topic/Concept Recommendation

	Key Topic Concept (KTC) Number
	3
	KTC Title
	ESR Dispatch, Pricing and Mitigation

	Date Posted
	October 22, 2019

	
	

	Executive Summary
	This KTC recommends how Energy Storage Resources (ESRs) shall be priced, dispatched and mitigated.

	Recommendation Description
	ESRs shall be dispatched by Security-Constrained Economic Dispatch (SCED) using nodal shift-factors and settled using nodal pricing both when charging and discharging. 

Additionally, the Mitigated Offer Cap (MOC) for ESRs is recommended to be set at the System Wide Offer Cap (SWCAP) until the earlier of the approval of an alternative methodology or a sunset date of December 31, 2023.

	BESTF Discussion 
	These issues received some discussion at the Wholesale Market Working Group meeting on 9/16/19.

On 10/18/19, the BESTF discussed the concepts as presented in Power Point presentations.

	TAC Action Requested
	None.

	TAC Action Summary
	


	Proposed KTC Recommendation Language


Key Topic/Concept recommendation Language for TAC ENDORSEMENT
None
Key Topic/Concept recommendation Language Previously endorsed by tac
None

Key Topic/Concept recommendation Language IN DISCUSSION AT BESTF
1) ESRs shall be settled using a SCED length-weighted and base point-weighted nodal price whether discharging (injecting) or charging (withdrawing).
2) ESRs shall be dispatched by SCED for both charging and discharging.  
3) ESRs shall be dispatched by SCED on its nodal shift factor whether charging or discharging.

4) The MOC for ESRs will be set at the SWCAP until the earlier of the approval of an alternative methodology or a sunset date of December 31, 2023.  ERCOT will provide periodic reporting to Congestion Management Working Group (CMWG) and the Independent Market Monitor (IMM) will monitor.

Comments of Texas Advanced Energy Business Alliance (TAEBA)
With respect to Mitigation, TAEBA agrees with the decision to apply the system-wide offer cap to ESRs. As discussed at the October 18, 2019 BESTF meeting, ESR offer prices are likely to be driven primarily by opportunity costs; as such, aligning mitigated offer curves (MOCs) for ESRs to MOCs applied to generators, whose prices are primarily driven by natural gas prices, would not be logical, just, or reasonable. Furthermore, and as discussed at the October 18, 2019 BESTF meeting, penetration of ESRs by all providers in the ERCOT market is currently well-below the “small fish” threshold used to exempt individual suppliers from mitigation. At this time, therefore, it is evident that ESRs do not wield sufficient market power to warrant mitigation. For these reasons, TAEBA strongly supports the proposal to apply the system-wide offer cap to ESRs.

However, TAEBA urges against a hard sunset date of December 31, 2023 for the proposed mitigation approach because this introduces a risk that ESRs would be subject to an unjust and unreasonable MOC after that date if the current approach is not reaffirmed and/or if an alternative mitigation solution is not introduced and approved prior to that date. The goal of ensuring that mitigation for ESRs is revisited as ESR penetration increases could be achieved without introducing risk to ESR providers as the KTC would do. Specifically, TAEBA recommends two options to provide more certainty regarding this KTC:

1. Adopting a sunset provision based on ESR penetration, at a capacity limit consistent with the Public Utility Commission of Texas (PUCT) “small fish” rule.
 This approach would not only be aligned with the treatment of other market participants, but would have the added benefit of ensuring that ERCOT would have real data and experience prior to revisiting rules related to mitigation. At the same time, a sunset provision based on ESR penetration would not preclude ERCOT from considering and adopting a revised approach prior to reaching the pre-determined capacity threshold if concerns were to arise; and/or
2. Adopting a sunset provision that triggers a process (perhaps with a hard deadline to reach a conclusion) to reconsider the current approach, rather than an automatic lifting of the current approach. This approach would require ERCOT and stakeholders to consider whether the current approach should be continued or whether an alternative should be developed in its place. This approach would avoid subjecting ESRs to a MOC that is unjust and unreasonable and that does not reflect how these resources participate and offer into the market.

TAEBA believes that either of these two improvements, or a combination of the two, would still meet the intent of the sunset provision while avoiding undue harm and risk to ESR providers.

Future Decision Points and Issues for Developing Key topic/Concept recommendation Language
1. Charging restrictions during an emergency conditions (Note PUCT rule on charging during emergencies.)
	Applicable Protocol Section(s)
	

	Impacted System(s) / Application(s)
	


� PUCT Rules §25.504, Subsection (c) says, “A single generation entity that controls less than 5% of the installed generation capacity in ERCOT, as the term “installed generation capacity” is defined in §25.5 of this title (relating to Definitions), excluding uncontrollable renewable resources, is deemed not to have ERCOT-wide market power. Controlling 5% or more of the installed generation capacity in ERCOT does not, of itself, mean that a generating entity has market power.”
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