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Date:
May 14, 2002

To:
Board of Directors

From:
Sam Jones, COO

Subject:
OOMC Settlement Calculations
Issue for the ERCOT Board of Directors

ERCOT Board of Directors Meeting Date:  May 21, 2002
Agenda Item 8:  OOMC Settlement Calculations

	A gap in the Protocols is leading to unexpected results in OOMC Settlements.  In circumstances where (1) ERCOT must procure Out of Merit Capacity (OOMC) from a particular Generation Resource to resolve local congestion, and (2) there is no Market Solution to provide the service (there are not three available unaffiliated Resources bid to resolve the congestion), and (3) no Replacement Reserve Service (RPRS) was procured, the Protocols require a single OOMC provider to be paid their RPRS bid price for the service.  This outcome is inconsistent with the related provision allowing bid prices to be paid only when the bid is lower than the Protocols formula payment and Replacement Reserves were procured.

The provision reads as follows:

6.8.2.1 (OOM) Capacity Payments

*  *  *

(4) If ERCOT determines that there is not a Market Solution [for the OOMC requirement], QSEs representing Replacement Reserve Resources will be paid the lower of the actual bid for that Resource submitted or the CRSP [Current Resource Specific Percentage] 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 MCPC will equal the next higher bid after the highest bid for Replacement Reserve Service called on, other than the Out –of –Merit Order Resource in that Congestion Zone or of all replacement bids if a bid in the Congestion Zone does not exist.

This section of the Protocols is not clearly written and requires clarification.  PRR 331 has been submitted to address this issue.  This PRR is under consideration by the PRS, with urgent status, and it should be presented to the Board at the June 18 meeting.

Until ERCOT receives further guidance from the Board, ERCOT shall not apply an interpretation of the Protocols to pay a single provider its bid price in the circumstances described above.
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