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Use locationd reserves or set aside transmission capacity to support A/S.
Experience in the NY1SO indicates that using locationd reserves is a better
choice. We should verify that with someone at the NY1SO. Using locationa
reserves appears to be a more modular approach that will diminate the need to
consider what transmission has to st aside for A/S when calculating available
capacity (to support FTO auctions).

Use “ dmultaneous co-optimized A/S and redispatch markets” or dlow sequentia
markets to exist. Although more technicaly demanding for the RTO, the use of a
smultaneous co-optimized approach for these markets assure that market clearing
prices for the various A/S components are rational (absent the effects from the
abuse of locational market power). An example of an irrational market result that
has occurred in sequentia markets that we would want to avoid would be if the
price for ahigher quality service (eg. regulation) isless than the price for alower
quality service (e.g. soinning reserves). The assumption that co-optimized
markets will be used aso implies that multi- part bids must be used. One caution
with respect to the use of a co-optimized A/S and redispatch market is that
functioning co-optimization markets are for A/S and Energy markets (reed
including unit commitment asin atight power pool). The RTO West proposa
does not have afull energy market; it islimited to aredispatch market. We will
need to consder what affect this may have on the workability of co-optimized
markets.

Second order design dements that need to be pinned down include:

0 Payment to bidders. Thiscould be pay as bid or payment of a clearing
price. Theworking assumption for RTO West in stage 2 has largely been
that the clearing price would set the payment to winning bids.

0 How to determine winning bids (bid sdlection function). This could be
based on minimizing total (socid) cost or minimizing bid prices. This
aso tiesinto what the solution function is for determining nodd prices (is
it based on the least cost for serving load or the least cost to provide
redispatch?). We need to do some exploration in this area (trandation - |
don’t have astrong opinion as to what' s the best approach to take).
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