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	Discussion:

The process of ratcheting down the Heat Rate (HR) for Out of Merit Order Energy Up (OOME UP) has been designed in ERCOT’s system to utilize a single Heat Rate.  To comply with the PUCT’s Order to ratchet the Heat Rate, a manual process will be needed to assign the correct Settlement Amount for OOME UP dispatch.  The current system design identifies and maintains a single Heat Rate that will apply to all OOME UP situations.  This Heat Rate is stored in the “Factor Value” table and maintains its value for all QSE’s.  Simply, if the factor of Heat Rate is changed, it will apply to all QSE’s the same value, whether they are exposed to the Ratcheting Down methodology or not.

Until such a time when the system can be modified to accept appropriate Heat Rates due to this methodology, there is only one means for properly settling for the OOME UP dispatch.  This process is still a manual process, but will require a minimal amount of work necessary to arrive at the correct settlement solution.  Language should be incorporated into this section that allows for a procedure to replace the Resource Specific Bid Price with the correct ROUP (Ratcheting OOME UP Price).  The ROUP can be substituted in ERCOT’s Commercial Systems, and will be a price that only applies to the Resource in question.  Suggested language is noted below under 6.8.2.2 c.  Currently, “ROUP” is not a defined variable in the ERCOT System, therefore, the equation should remain as originally stated.


6.8.2.2  Energy Payments

(1) Whenever a Resource is called for OOME Up, the QSE will receive, in addition to the Resource Imbalance as specified in 6.8.1.13, an OOME energy payment of the instructed amount of OOME Up provided by the Resource multiplied by the higher of 0 or the difference between (a) and (b), defined below: 

a) The lower of the:

i) Actual Balancing Energy Service Up bid price submitted by the specific Resource or Incremental Premium Specified for the specific Resource if part of a portfolio or Ratcheting OOME Up Price if neither bid were submitted by the specific Resource, or 

ii) The Ratcheting OOME Up Price (ROUP) 

b) The MCPE for the Congestion Zone.


The Ratcheting OOME Up Price is determined by multiplying the Fuel Index by the appropriate Heat Rate.  The Heat Rate will begin at 18 MMBTU/MWh  and remain at 18 MMBTU/MWh times FIP if the Resource has been used to provide OOME Up Service in no more than five (5) days in the previous one hundred eighty (180) days.  During the period until the system is revised to recognize that a different Heat Rate should be used, the Heat Rate will be manually set to 16 MMBTU/MWh if the Resource has been used to provide OOME Up Service in more than five (5) days but no more than ten (10) days in the previous one hundred eighty (180) days. The Heat Rate will be manually set to 14.1 MMBTU/MWh and remain at 14.1 MMBTU/MWh if the Resource has been used to provide OOME Up Service in more than ten (10) days in the previous one hundred eighty (180) days.
The Fuel Index Price (FIP) shall be the Midpoint price, expressed in $/MMBTU, published in Gas Daily, in the Daily Price Survey, under the heading: “East-Houston-Katy, Houston Ship Channel” for the day of OOME deployment.  The FIP for Saturdays, Sundays, holidays and other days for which there is no FIP published in Gas Daily, shall be the next published FIP after the day of OOME deployment.  In the event that the FIP is not published for more than two (2) days, the previous day published FIP will be used for initial settlement and the next day published FIP will be used for true-up of the final settlement statement.
(2) The calculation for OOME Up is as follows:

PEOOMUPiq 
= SUM(PEOOMUPiuq)uq

Where:
PEOOMUPiuq = -1 * EOOMUPiuq * [Max[0, Min(HR*FI, IBPiuq) - MCPEiz]]
[PIP 125:  Energy Payments for OOM UP does not incorporate Bid Price. ]

PEOOMUPiuq = 
-1 *  EOOMUPiuq  * Max(0,(ROUP-MCPEiz))

EOOMUPiuq = 
Max(0,Min((MRiuq – OLiuq),IOOMUPiuq))
IOOMUPiuq = 
Max(0,(ALiuq – OLiuq))
The equation below will be used to determine the Total OOM Energy Payments to be allocated to each QSE in Section 6.9.6.2 OOM Energy Charge.

PEOOMUPi 
= SUM(PEOOMUPiu)  
where:

i
interval 

u
unit
z
zone

q
QSE


IBPiuq
Actual Balancing Energy Service Up bid price submitted by the specific Resource or Incremental Premium Specified for the specific Resource (IPMiuq as described in 7.4.3.1) if part of a portfolio or 0 if neither bid were submitted by the specific Resource
MCPEiz
Market Clearing Price of Energy for that interval of the zone in which unit resides

ROUPHR
   The standard Heat Rate for OOM starting at 18 MMBTU for a unit that has provided OOME Up service in no more than 5 days in a 180-day period.  For a unit that has provided more than 5 days, but less than 10 in a 180-day period, the standard Heat Rate will be 16 MMBTU.  For a unit that has provided OOME Up service more than 10 days in a 180-day period, the standard Heat Rate will be 14.1.
PEOOMUPiuq
Out of Merit Energy Up Payment ($) for that interval per unit per QSE

PEOOMUPiq
Out of Merit Energy Up Payment ($) for that interval per QSE

PEOOMUPi
Summation of Out of Merit Energy Up Payment ($) per interval for all QSEs in the market

EOOMUPiuq
OOM Up quantity deployed for that  unit per interval per QSE

IOOMUPiu
OOM Energy Up Instructions for that interval for that unit converted to MWh for that interval by dividing by the interval count per hour (4 per hour for 15 minute Settlement Interval) 

MRiuq
Meter Reading for that unit for that interval per QSE
ALiuq
The minimum of the allowed range specified in the Dispatch Instruction for the specific Resource for that interval, i.e. the specified output level above which the specified Resource must operate for that interval 
OLiuq
Resource plan output level submitted by the QSE for the specific Resource given the OOM instruction for that interval.

(3) If a Resource is called to provide OOME Up service and the payment for OOME service is insufficient to cover all costs of providing the Service, then that Resource will be paid, in addition to the energy payment, all verifiable, costs in excess of the OOME payment that are directly attributable to the OOME Service.  These costs may include the cost of exceeding swing gas contract limits, additional gas demand costs set by the fuel supply or transportation contracts, and any additional costs to purchase emissions credits or other costs incurred due to environmental regulations.  Verification of these costs must be submitted to ERCOT to allow resolution by the end of the dispute process for Settlement True-Up as defined in Section 9.2.4, True-Up Statements.  

(4) Whenever a Resource is called on for OOME Down, the QSE will be paid an energy payment equal to the total amount of energy to be reduced by the Resource, multiplied by the greater of :  (a) the MCPE of the Congestion Zone or (b) $0.00 .  The calculation for OOME Down is as follows:

PEOOMDNiuqz = 
 -1 * EOOMDNiu  * Max(0,MCPEiz)

EOOMDNiu = 
Max(0,(Min(OLue - MRiu ),IOOMDNiu))

PEOOMDNiq 
= SUM(PEOOMDNiu)q

PEOOMDNiz 
= SUM(PEOOMDNiu)z
Where:

i
interval 

u
unit
z
zone

q
QSE

PEOOMDNiuqz
Out of Merit Energy Down Payment ($) for that interval per unit for the QSE 

PEOOMDNiq
Total Out of Merit Energy Down Payment in the interval for the QSE

PEOOMDNiz
Out of Merit Energy Down Payment ($) per interval per zone

EOOMDNiu 
OOM Energy quantity instructed down for that unit per interval

MCPEiz
Market Clearing Price for Energy per interval for that zone

IOOMDNiu
OOM Energy Down Dispatch Instructions per interval per unit converted to MWh for that interval by dividing by the interval count per hour (four (4) per hour for fifteen (15) minute Settlement Interval) 

MRiu
Meter reading per unit per interval 

OLue
Resource plan submitted by the QSE for the specific Resource given the OOM instruction.
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