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2.1 Definitions

R

Resource Category Generic Startup Cost

A fixed price for starting a unit that is selected out of merit order to provide balancing energy.  The RCGSC is defined by the generation unit category (Baseload, Gas Intermediate, Gas Cyclic,  Gas Peaking and Renewable). 

Resource Category Generic Operational Cost

A standard $/MWh price for running a unit selected out of merit order to provide balancing energy.  The RCGOC is defined by the generation unit category (Baseload, Gas Intermediate, Gas Cyclic, Gas Peaking and Renewable). 

6.6.3.2.1
Specific Procurement Process Requirements for Replacement Reserve Service in the Adjustment Period

ERCOT shall procure Replacement Reserve Service (RPRS) in the AP as follows:

(1) ERCOT will evaluate Zonal Congestion, Local Congestion, and capacity insufficiency using ERCOT’s Operational Model, balanced QSE schedules, Resource Plans and ERCOT forecast of next day Load.

(2) ERCOT will define the level of Resources available to meet next-day reliability needs of the ERCOT System based on QSE schedule submissions, Resource Plans and ERCOT Load forecast. ERCOT will determine incremental Resource capacity available from Generation Resources that are off-line, or Generation Resources that are expected to be off-line in the requested hours or Loads acting as a Resource shown as available in the Resource Plans. 

(3) After determining the period of time the RPRS will be needed, ERCOT shall form the RPRS bid from each Resource. ERCOT will divide the capacity price component of the QSEs bid by the number of hours the Resource is needed and add the result to the QSEs hourly price of capacity. This forms the Resource bid price that will be used in all determinations of bid award for RPRS.

(4) RPRS procurement produces a solution that resolves capacity inadequacy, Zonal Congestion and Local Congestion problems simultaneously.  The solution of the RPRS is a result of ERCOT performing analysis of the current physical system operations for each hour to recognize potential transmission constraints that would require Resources not currently planned to be available. The purpose and use of the RPRS procurement is to provide capacity from which energy would be available to solve the following system security violations:

(a) ERCOT System capacity insufficiency using any RPRS bid;

(b) Zonal Congestion using the RPRS bids by Congestion Zone in bid price Merit Order and the current physical system operations in the ERCOT System; and 

(c) Local Congestion using location specific Resource bids for RPRS and the current physical system operations in the ERCOT System. 

(5) ERCOT will solve security violations using a transmission security-constrained mathematical optimization application.  The application will solve as if each bid can be proportioned into individual MW bids. The objective of the optimization is to minimize the cost of the bid-weighted Resource capacity while satisfying all the security constraints.
(6) In the event there is an insufficient amount of RPRS bids submitted to provide a Market Solution to the system security violations or to resolve local congestion, ERCOT will use OOMC to acquire the needed capacity. 

(7) The costs associated with resolving system security violations will be identified separately into the following categories: capacity inadequacy, Zonal Congestion and Local Congestion. 

(8) The market clearing prices on the capacity insufficiency, CSC constraint and operational constraint will represent the marginal cost for the solution of each constraint and will be produced as an output of the mathematical optimization application.  The output of the application will be as follows:

(a) The marginal cost (Shadow Price of the power balance constraint) to solve system insufficiency defines MCPC for insufficiency.

(b) The marginal cost (Shadow Price of the CSC constraint) to solve a CSC constraint defines the congestion price of the CSC constraint.

(c) The Resource Category Generic Costs define the price for resolving local congestion.

(d) The bidder of RPRS is paid the MCPC of the Congestion Zone unless the bid has been selected to solve Local Congestion. RPRS bidders whose bids are taken to solve Local Congestion are paid the OOMC price unless there is a Market Solution which can resolve the Local Congestion. QSEs whose schedules have impacts on CSCs according to the Commercial Model (using zonal Shift Factors at the time of RPRS procurement for each Zone) at the rate of their impact less their scheduled PCRs shall be charged congestion costs associated with the impact. 

(9) The costs of resolving Local Congestion are based on the amount of capacity required to solve Local Congestion.  .  This cost will be tracked by specific constraint to aid the determination of the potential addition to the constraint as a CSC

(10) If all of the cost of RPRS is not allocated by one of the above methods then the allocation will be uplifted to all QSEs based on the Load Ratio Share for the relevant period.  If ERCOT collects more RPRS costs in this manner than is necessary, the excess funds collected by ERCOT will be credited to all QSEs based on the Load Ratio Share for the relevant period.

(11) The RMR Units will be considered as unavailable in RPRS procurement.   

(12) In the case of tied bids for the selection of RPRS, ERCOT will select the bid that meets the requirement most closely (achieving the optimal solution).  When the price and capacity are identical from unaffiliated bidders, ERCOT may request re-bids.

(13) For RPRS, for each hour, for each Congestion Zone, ERCOT will post the quantity of capacity procured and the MCPCs and Shadow Prices.

(14) On award of RPRS capacity, the energy bid curves provided by the QSE selected to provide RPRS will be added to the Balancing Energy bids stack for the period of time the RPRS is awarded. QSEs may supply multiple price-quantity pair bids for incremental energy to ERCOT for each Resource.

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.  All Resources that are available and plan to be off-line during the interval for which ancillary services are being procured are eligible to be selected to provide OOMC Service. OOMC Service may be used only if there is no resource available through the Specific Process for Replacement Reserve Service procurement defined in section 6.6.3.2.1 or through contracted RMR Service. 

(2) Resources selected to provide OOMC Service that actually reconnect to the ERCOT transmission grid and start the unit in order to provide the OOMC service will be paid both the Resource Category Generic Capacity Cost for starting the unit as well as the Resource Category Generic Operational Cost for operating during the instructed interval(s). 

(3) Resources that are connected to the ERCOT transmission grid when instructed to provide OOMC Service will be paid the Resource Category Generic Operational Cost for operating during the instructed interval(s).  

(4) 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.  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%.  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.  QSEs requesting such cost recovery shall perform the following:

(a) Submit a settlement dispute in accordance with the dispute process outlined in Section 9.5.  In addition to the standard information required on the entry form on the ERCOT Portal, the dispute should clearly indicate:

(i) The deployment instruction received from ERCOT to provide services.


(ii) The payment received for providing the service.

(iii) The actual cost of providing the service.  

(iv) A reference to the documentation to be provided in writing as indicated in section 

(b) Requests for additional compensation shall provide documentation in writing to allow for verification of the claimed amounts.  Documentation requirements for each cost type are as follows:

(i) Fuel cost for providing the service shall be determined by taking the product of the fuel consumption (MMBtu) at the normal minimum operating level of the resource and it’s associated fuel cost ($/MMBtu).  

(ii) Fuel consumption at the normal minimum operating level shall be based upon a heat rate curve for the resource from the most recently conducted heat rate tests.  Test data shall be provide in sufficient detail to allow for the validation of the heat rate curve provided.

(iii) Fuel cost, including transportation cost, will require supporting documentation of sufficient detail to allow for the verification of the cost of fuel consumed at the deployed resource.  Documentation may include contracts, invoices or other documents all of which will be treated as confidential.  All copies of such documentation will be returned upon completion of the review.  For gas fired resources, such documentation will not be required if the requested incremental fuel cost is less than 115% of the Fuel Index Price.  

(iv)
Compensation for additional types of cost, not outlined above, must be reviewed and approved by the ERCOT Board of Directors during an Executive Session of their next regularly scheduled meeting.  Requests must be presented in person by a representative of the company submitting the request and must also include language suitable to be included in the Protocols to define the documentation requirements for future request of a similar nature.  Subsequent to the approval of such costs, the requesting company shall submit a Protocol Revision Request, in accordance with Protocol 21, incorporating the necessary documentation standards provided to the ERCOT Board.

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

PCOOMRPqi
=
SUM (PCOOMRPqui)u

Given:

PCOOMRPqui
 = 
-1* MIN [BPRpqui * COOMRPui, Max [0, (PSui + POui - RCui)]]
If the unit is deemed to be online as described in 6.8.2.1(3)

Then:

PSui
=   0

If the unit is deemed to be offline as described in 6.8.2.1(2)

Then:

PSui
= RCGCCc 
POui
= RCGOCc*COOMRPui

RCui
= SUM {[MAX (0, (MCPEjz – (16 *FIP)))] * COOMRPui/4}j
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:

c
Resource Category

i 
hourly interval 

j
Settlement intervals within the hourly interval i

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)


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


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

RCGCCc
Resource Category Generic Capacity Cost for a specific category of generation unit.  RCGCCc = RCGSC/(number of hours).
RCGOCc
Resource Category Generic Operational Cost for a specific category of generation unit.

PSui
Price for starting a unit that is selected out of merit order to provide balancing energy.
POui
Price for operating a unit that is selected out of merit order to provide balancing energy.

RCui
Revenue credit for unit deployed

	Sponsor

	Name
	

	E-mail Address
	

	Company
	ERCOT

	Company Address
	2705 West Lake Drive, Taylor, TX 76574

	Phone Number
	

	Fax Number
	

	

	ERCOT Impact Analysis

	Date
	

	Financial Impact
	

	Analysis
	

	
	

	TAC Action

	TAC Vote Date
	

	TAC Proposed Implementation Date
	

	TAC Vote Results
	

	
	

	ERCOT Board Action

	ERCOT Board Vote Date
	

	ERCOT Board Implementation Date
	

	ERCOT Board Results
	

	
	

	Appeal

	Appeal Date
	

	Entity Initiating Appeal
	

	Nature of Appeal
	








File: 347PRR OOMC Pricing Formula Clarification
Page: 6

