ERCOT Protocol Revision Request

	PRR Number
	331PRR
	PRR Title
	OOMC Payment Calculations

	Status
	Posted

	Protocol Section Requiring Revision
	6.8.2

	Requested Resolution
	Revise Sections Pertaining to OOMC - Urgent 

	Revision Description
	Revise OOMC Payment calculations so that such deployments are not pay as bid & establish the OOMC floor payment as discussed in the PRS recommendation of PRR285.

The revisions included have been reviewed and approved conceptually by the Wholesale Market Subcommittee.  The redline changes shown represent the changes proposed by Jim Galvin with the addition of equations necessary to calculate the OOMC Floor as discussed in WMS.  Also posted with this PRR is  a spreadsheet, Proxy Calculations, which should help explain the origin of the OOMC Floor parameters.

The changes also address situations where a unit may be called for consecutive periods of operation (two days in a row).  Under the old language this activity would have received a start up payment for multiple/consecutive days when no start up cost is actually incurred.    

	Reason for Revision
	The present Protocol language interpretation causes OOMC deployments to be pay as bid.  OOMC situations are situations where a competitive market solution does not exist.  The intent was that under such situations parties would be paid on the basis of the MCP set by others in the zone or on the basis of cost.  In situations where there are no other RPRS procurements in the zone the MCP is zero.  During the approval of PRR285 it was decided that an OOMC payment floor should be established in order to address situations where the MCP is zero.

Urgent status is requested to eliminate the Pay As Bid situation for OOMC instructions as quickly as possible.    

	Timeline

	Date Received
	05/06/2002

	Date Posted
	05/06/2002

	Comments Due
	05/21/2002

	PRS Review Date
	05/22/2002

	PRS Recommendation
	05/24/2002

	TAC Consideration
	06/06/2002

	Board Consideration
	06/18/2002


	Proposed Protocol Language Revision


6.8.2 Capacity and Energy Payments for Out – of Merit Service

6.8.2.1 Capacity Payments

(1) OOMC Service may be used by ERCOT as a procured Replacement Reserve Resource in the Adjustment Period where necessary to support emergency operations and provide voltage support, stability or to manage localized transmission limitations.  OOMC Service may be used only if there is no Market Solution or available contracted RMR Service. 

(2) The payment of OOMC Service will incorporate the use of a Current Resource Specific Percentage (CRSP). The CRSP will be based on the number of times a specific Resource is used to resolve a localized problem where a Market Solution does not exist.

(3) The Current Resource Specific Percentage will begin at 150% and remain at 150% if the Resource has been used to provide OOMC Service equal to or less than five (5) times in the previous ninety (90) days.  The CRSP will be set to 125% and remain at 125% if the Resource has been used to provide OOMC Service more than five (5) times but less than ten (10) times in the previous ninety (90) days. The CRSP will be set to 100% and remain at 100% if the Resource has been used to provide OOMC Service more than ten (10) times in the previous ninety (90) days.

(4) If ERCOT determines that there is not a Market Solution, QSEs representing Replacement Reserve Resources will be paid the lower of the actual bid for that Resource submitted or the CRSP multiplied by the MCPC for Replacement Reserves for the Congestion Zone market. If no RPRS bids were selected in the market for the Congestion Zone, the Resource will be paid the floor price calculation for OOMC..

(5) If a specific Resource required by ERCOT has not submitted an RPRS bid then ERCOT may call that Resource, if it is available. ERCOT will pay the QSE representing that Resource the CRSP multiplied by the MCPC for Replacement Reserve for that Congestion Zone.  If no RPRS bids were selected for Replacement Reserve Capacity, then the Resource will be paid the floor price for calculation for OOMC.

(6) If a Resource receives an OOMC deployment on consecutive periods and the OOMC Payment floor is utilized to establish compensation, the start up cost element of the OOMC floor will only be paid on the first of consecutive deployments.    
(7) If a Resource is called to provide OOMC service and the payment for OOMC service is insufficient to cover all costs of providing the Service and provide a premium, then that Resource will be paid all verifiable, costs in excess of the OOMC payment that are directly attributable to the OOMC Service plus a premium.  The costs of providing the service shall be provided to ERCOT, in writing from the QSE or Resource owner, within a time frame to allow resolution by the end of the dispute process for Settlement True-up.  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.  The premium to be provided shall be the product of the costs of providing the service times 10%.    

(8) The calculation for capacity payments of Out –of Merit Service is as follows:

If BPRPui > 0, then
PCOOMRPqi
=
SUM (PCOOMRPqui)u

Given:

PCOOMRPqui
 = 
-1 * (COOMRPui ) * MIN (MAX (PFOOMRPu * MCPCRPiz, FPOOMC), BPRPui) 


Else, if BPRPui = 0, then

PCOOMRPqui
 = 
-1 * (COOMRPui ) * MAX (PFOOMRPu * MCPCRPiz, FPOOMC)
FPOOMC 
= FPSU + FPHO
FPSU
= SNF + SHR * FIP * MW / Hours 

FPHO
= HOD * FIP * MW

Where:
FPOOMC 
Floor Price for OOMC

FPSU
Floor Price Start Up Cost Element to only be paid on the first deployment of consecutive deployments.  
FPHO
Floor Price Hourly Operating Cost Element
SNF
Start Up Non Fuel Cost to be set to $3,000.

SHR 
Start Up Fuel Rate to be set to 9.00 MMBtu per MW. 
HOD  
Hourly Operating Differential to be set to 1.1 MMBtu per MW per operating hour.  
FIP
Fuel Index Price
MW 
Available capability of unit deployed from the Resource Plan

Hours 
Number of hours of deployment   

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 plus $0.25/MMBtu.  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.
The equation below will be used to determine the Total OOM Capacity Payments to be allocated to each QSE as described in Section 6.9.7.1, OOM Capacity Charge.

PCOOMRPqi
 = 
SUM (PCOOMRPqui)q

Where:

i 
interval 

u
single Resource

z

zone

q

QSE

PCOOMRPqui 
OOM Replacement Reserve Capacity Payments by single Resource by interval for that QSE

PCOOMRPqi
Total OOM Replacement Reserve Capacity Payment ($) by interval for that QSE (All OOM single Resources added together for that QSE)

MCPCRPiz  
Market Clearing Price of Capacity for Replacement Reserve ($/MW) for the given zone per interval

BPRPui
Bid Price for Replacement Reserve ($/MW) of the unit per interval 

COOMRPui 
Out of Merit Replacement Reserve Capacity awarded capacity (MW) per single Resource per interval

PFOOMRPu
CRSP for OOM Payments (scaled according to usage, minimum of 1.0 and maximum of 1.5)

PCOOMRPi
Summation of OOM Replacement Capacity Payment ($) per interval for all QSEs in the market
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