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	Comments


The proposed changes in PRR 505 are in no way related to a transition to a nodal market.  In a nodal market, resources will be dispatched up and down based on their own bid curves, similar to the existing balancing market.  PRR 505 proposes to arbitrarily move a generator’s down balancing bid to zero, which is completely contrary to a nodal market.

The trend with regard to OOME compensation since 2001 in ERCOT is very troubling.  In 2001, generators were paid an 18 HR for OOME up and did not have to pay for replacement power when dispatched down to solve local congestion.  In addition, if there was a market solution for local congestion, QSEs were paid their bid.  In August 2002 the concept of “resource category generic costs” was adopted, and payments to combined cycle units were reduced to a 10 HR for up service and 5 HR for down service.  In addition, the market solution provision was still part of the market rules.  In August 2003 the market solution for resolving local congestion was suspended and is no longer part of the market design.  In February 2004, PRR 371 was implemented, which created new categories of resources and further reduced compensation for some units.  Specifically, large combined cycle units were lowered from a 10 HR to a 9 HR for up service.  

The OOME up service for large combined cycle units is currently provided at a loss and must be modified.  The base load portion of combined cycle plants are fully scheduled either in the balancing or bilateral markets.  Thus if ERCOT requests the combined cycle plants to move up to solve local congestion, these plants are required to use the duct burners, that have a marginal cost of around a 9.5 HR, plus 1 HR for variable O&M, plus 1 HR for gas imbalance costs, plus a reasonable profit.   

The existing resource generic formula for OOME down has similar problems.  When QSEs prepare down bid curves for the zonal balancing market they include numerous components, such as the cost of wear and tear associated with changing the generator output (O&M), the cost of operating the plant at a less efficient level, penalties for not taking gas that was nominated, and an acceptable level of return.  The OOME down compensation has been squeezed so much, that market participants are unable to cover their costs, much less make a reasonable profit.  Given the lack of adequate compensation, resources have no incentive to offer OOME as a service to the market.   

The pendulum has swung too far in the wrong direction and we must have a more balanced approach that is fair, equitable, and compensatory.  Thus, Coral proposes to modify this PRR as shown below. 

	Revised Proposed Protocol Language


6.8.2.1
Resource Category Generic Costs

To properly calculate Local Congestion costs, it is necessary to establish certain generic costs associated with Resources that will be used to calculate production costs incurred when the Resource(s) provides Out of Merit or Zonal OOME Service.  These generic Resource costs include generic fuel costs and generic startup costs.

(1) Each ERCOT Generation Resource will be assigned to one of the following Resource Categories for the purpose of determining generic fuel costs:

Nuclear

Hydro

Coal and Lignite

Combined Cycle greater than 90 MW**

Combined Cycle less than or equal to 90 MW**

Gas-Steam Supercritical Boiler

Gas-Steam Reheat Boiler

Gas-Steam Non-reheat or boiler without air-preheater

Simple Cycle greater than 90 MW

Simple Cycle less than or equal to 90 MW

Diesel (and all other diesel or gas-fired Resources)

Renewable (i.e., non-Hydro renewable Resources)

Block Load Transfer

**
Determined by capacity of largest simple cycle combustion turbine in the train

The category of each Resource will be reported to ERCOT by the Generation Entity.  Each Generation Entity shall ensure that each of its Resources is in the correct Resource category.

(2)
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 the OOMC or 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 the OOMC or 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 the Final Settlement Statement.

(3)
Resource Category Generic Fuel Costs

Each ERCOT Generation Resource will be assigned a Resource Category Generic Fuel Cost (RCGFC) based on the Resource Category to which it is assigned.  For Nuclear, Hydro, Coal and Lignite Resources, the RCGFC will be a fixed dollar/MWh amount as shown below.  For the remaining Resource categories (except Renewable), the RCGFC will be the product of a heat rate (based on the heat rates used for the Capacity Auction) and a Fuel Index Price (FIP).  The RCGFC for Renewable Resources will be $0/MWh.

The RCGFC for each type of Resource for upward instructions will be:

Nuclear = $15.00/MWh

Hydro = $10.00/MWh

Coal and Lignite = $18.00/MWh

Combined Cycle greater than 90 MW** = FIP *  13.5 MMBtu/MWh

Combined Cycle less than or equal to 90 MW** = FIP *  14.5 MMBtu/MWh

Gas-Steam Supercritical Boiler = FIP *  15 MMBtu/MWh

Gas-Steam Reheat Boiler = FIP *  16 MMBtu/MWh

Gas-Steam Non-reheat or boiler without air-preheater = FIP * 19 MMBtu/MWh

Simple Cycle greater than 90 MW = FIP *   18.5 MMBtu/MWh

Simple Cycle less than or equal to 90 MW = FIP *  19.5 MMBtu/MWh

Diesel = FIP *  20.5 MMBtu/MWh

Block Load Transfer = FIP * 18 MMBtu/MWh

Renewable = $0/MWh

**
Determined by capacity of largest simple cycle combustion turbine in the train

The RCGFC for each type of Resource for downward instructions will be:

Nuclear = $0.00/MWh

Hydro = $0.00/MWh

Coal and Lignite = $3.00/MWh

Combined Cycle greater than 90 MW** = FIP * 1 MMBtu/MWh

Combined Cycle less than or equal to 90 MW** = FIP *  2.5 MMBtu/MWh

Gas-Steam Supercritical Boiler = FIP *   3.5 MMBtu/MWh

Gas-Steam Reheat Boiler = FIP *  5.5 MMBtu/MWh

Gas-Steam Non-reheat or boiler without air-preheater = FIP *  6.5 MMBtu/MWh

Simple Cycle greater than 90 MW = FIP *  6.5 MMBtu/MWh

Simple Cycle less than or equal to 90 MW = FIP *  8 MMBtu/MWh

Diesel = FIP * 8 MMBtu/MWh

Block Load Transfer = Not Applicable

Renewable = $0/MWh

**
Determined by capacity of largest simple cycle combustion turbine in the train

(4)
Resource Category Generic Startup Costs

Resource Category Generic Startup Costs (RCGSC) represents the startup cost of capacity used for Replacement Reserve Service.  The RCGSC for each type of Resource will be:

Combined Cycle – when there are five hours or more between shutdown and startup for an OOMC instruction:

Combined Cycle greater than 90 MW** = $6,810 + (FIP * 2,200 MMBtu)

Combined Cycle less than or equal to 90 MW** = $5,310 + (FIP * 1,200 MMBtu)

Combined Cycle – when there are less than five (5) hours between shutdown and startup for an OOMC instruction:

Combined Cycle greater than 90 MW** = $6,810 + (FIP * 1,100 MMBtu)

Combined Cycle less than or equal to 90 MW** = $5,310 + (FIP * 600 MMBtu)

Gas-Steam Supercritical Boiler = $4,800 + (FIP * 16.5 MMBtu/MW * RMCu)

Gas-Steam Reheat Boiler = $3,000 + (FIP * 9.0 MMBtu/MW * RMCu)

Gas-Steam Non-reheat or boiler without air-preheater = $2,310 + (FIP * 2.30 MMBtu/MW * RMCu)

Simple Cycle greater than 90 MW = $5,000 + (FIP * 1.1 MMBtu/MW * RMCu)

Simple Cycle less than or equal to 90 MW = $2,300 + (FIP * 1.1 MMBtu/MW * RMCu)

Renewable = $0

Where:

RMC
Resource Maximum Capacity (in MW)

u
unit

**
Determined by capacity of largest Simple Cycle combustion turbine in the train

(5)
Resource Category Generic Minimum Energy Cost

Resource Category Generic Minimum Energy Cost (RCGMEC) is the heat rate of a unit, in one of these categories, at its Low Sustainable Limit as set forth in the Resource Plan for that unit (as required by Section 4.4.15, QSE Resource Plans) when the Resource is selected to provide Out-of-Merit Service multiplied by the Fuel Index Price as defined in Section 6.8.2.2, Capacity Payments, item (2).  The RCGMEC for each type of Resource will be:

Combined Cycle greater than 90 MW** = 10 MMBtu/MWh * FIP

Combined Cycle less than or equal to 90 MW** = 10 MMBtu/MWh * FIP

Gas-Steam Supercritical Boiler = 16.5 MMBtu/MWh * FIP

Gas-Steam Reheat Boiler = 17.0 MMBtu/MWh * FIP

Gas-Steam Non-reheat or boiler without air-preheater = 19.0 MMBtu/MWh * FIP

Simple Cycle greater than 90 MW = 15.0 MMBtu/MWh * FIP

Simple Cycle less than or equal to 90 MW = 15.0 MMBtu/MWh * FIP

**
Determined by capacity of largest simple cycle combustion turbine in the train
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