[image: image1.jpg]


[image: image1.jpg] 
Concept Paper Questions – Commercial Operations

Concept Paper Questions – Commercial Operations (continued)

Purpose & Background


This document outlines questions that the ERCOT Protocols Team has compiled after reviewing the settlement formulas and examples packet.

As the settlement formulas and examples are finalized and as our analysis continues, there may be additional questions that will be added to this list for review at a future meeting. 

The questions are organized in the following manner:

· Page number and section from the Concept Paper is referenced

· The statement from the Concept Paper that generated the question is quoted

· The question follows the quoted statement from the Concept Paper in italicized letters.

Settlement Formula & Example Packet (draft 04/19/2004)

1. Page 2 (Inputs):
“DA Unit Commitment Flag”
Would a more flexible input make sense here?  You could use can input called “Unit Commitment Indicator” that would denote units committed in the EHDAM, DARUC & HARUC.  The term DA Unit Commitment could be confusing.

In Summary:  No comment was made.

”Startup Price”
Shouldn’t this be called Startup Cost?  This is the total cost of starting up a unit.

In Summary:  There was consensus that this should be cost instead of price.

”Minimum Energy Price”
Should the frequency be daily or hourly?

In Summary:  There was consensus that this should be hourly ($/MWh)

”DA Energy Sold”
Is this where Generation Awards would be cataloged?  After the EHDAM, a unit that is “committed” by the EHDAM will receive Generation Awards for the duration of the commitment period.

In Summary:  This is a good question for the MOCG.  There was no consensus in the group.

General Question:
Don’t you need the energy offer curve for the EHDAM?  This point will be clarified as part of a later question.

In Summary:  This is a good question for the MOCG.  There was no consensus in the group.

Since a Make Whole Charge will be needed, additional inputs required would be Total ERCOT Load cleared in the EHDAM as well as Total QSE Load cleared in the EHDAM.
Furthermore, we are assuming that there is no insufficiency logic for the Make Whole Charge related to the EHDAM.

In Summary:  There was consensus that the Make Whole Charge for the EHDAM would be on a LRS basis and that the two inputs would be needed.

2. Page 3 (ID 5 - Hourly Energy Settlement)
”DA Make-whole formula”
To determine the make whole, wouldn’t you need to add a comparison to the Generation Awards from the EHDAM x DALMP?  First of all, I would think you need to determine the make whole target for the whole day instead of for each hour.  Then you can do the comparison to determine the make whole payment total.  Then you can break it down to each hour.  Unless to determine the Start-up price you are dividing it by the number of hours committed (which is not apparent in the formula).
Not considering the DARUC formula, to determine the make whole target I would think you would figure something like:
Start-up Cost + (Minimum Energy Price x LSL x Hrs committed) + sum for all intervals(Gen Awards x Bid Price)
compared to...
Sum for all intervals(Gen Awards x LMPs)
The difference would be your make whole.  This is similar to other markets that have a make whole.

In Summary: This is a good question for the MOCG.  There is not very clear direction from the EHDAM paper as to the formula that should be used.  The concept of Non-RUC hours that is part of the DARUC & HARUC Make Whole does not apply.  Also, the broader question is what constitutes being made whole?  Lastly, it was mentioned that there was some efforts under way to consolidate the 3-part bid into a single energy offer, thus eliminating the Make Whole in the EHDAM (note: this links to the comments made during the 4/19 MOCG meeting).
3. Page 4 (Settlements for energy)
”Inputs”
We are assuming that unit specific instructions for Non-Spin would be added to the inputs section.

In Summary: There was a general consensus that this is a correct assumption.  This was also confirmed from our conversation with the MOCG on 4/19.  Lastly, it was mentioned that the Cost Benefit study, for all cases, is assuming that AS and energy are going to be co-optimized.  

4. Page 5 (Settlements for energy - continued)
”Startup Price”
Shouldn’t this be called Startup Cost?  This is the total cost of starting up a unit.

In Summary: Same as above, there was consensus that this should be cost instead of price.


5. Page 6 (15-minute Energy Settlements)
ID 5 & 6 – Inter-QSE Energy Resource and Inter-QSE Energy Obligation
Should these be pre-fixed as Real-Time?  It is assumed that a bilateral that is Day Ahead does not get settled again in Real-Time (as is made clear in the examples).

In Summary:  There was consensus that these should be pre-fixed as Real Time.

ID 8 – Make-Whole
How is this formula different than the one outlined on page 2?

In Summary:  Related to question #2 above.  We need to review the basic formulas with the MOCG.  Basically the interpretation was that this calculation looks to see if money need to be taken back from the QSE for Make Whole that was paid in the EHDAM based upon actual performance in Real Time.  However, it appears that the way the formula that is currently written will only be a payment in that it is taking the Min of 0 or the Number calculated.


6. Page 29 (Case 2)
”The unit starts and its output level is below LSL”
Does it make sense that a unit that was make whole in the EHDAM, and started but was below his minimum in Real Time receives another make whole payment?

Meeting Minutes: This raised a broader question as to the purpose of the Make Whole payment.  It appears that this settlement example does not account for the fact that a unit was Make Whole in the EHDAM and actually produced less than it LSL and received an additional Make Whole payment based upon Real-Time activity.

In Summary:  This is a good question for the MOCG.  There was no consensus in the group.

7. Page 36 (Changes to the DaRUC presentation)
”3.  Startup and Minimum energy prices were changed in the formulas to factor in the capped prices shown in the white paper….based on current methods used, the prices are capped in the settlement system and that is why we chose to include the capped prices in our formulas”
We are assuming, and need to confirm this with MOCG, that the price caps for the 2-part bids will be used to validate the bids submitted.  It is possible for a QSE to bid lower than the generic cap.  Therefore, if this assumption is true, wouldn’t it be more accurate to use the actual information submitted by the QSE than the generic cap?  I agree that the cap will be used for the energy portion.

In Summary: It was the consensus of the group that this is not a valid question.  The statement is actually in agreement with the question.

”If ERCOT decommits a unit earlier than its scheduled shutdown within the DaRUC 24- hour period, then no compensation is due to the impacted QSE from ERCOT.  However, if ERCOT decommits a unit that is not scheduled to shutdown within the DaRUC 24-hour period, then ERCOT shall pay the impacted QSE the following sum, if positive: (a) the unit’s Start-up Cost and (b) if negative the difference between the product of the LSL times the LMP at the unit’s node minus the untis Minimum-energy Cost for the hours starting with the decommitment interval until the interval ERCOT determines that the unit may again be at LSL.”
This seems to only be referring to self-committed units as opposed to resource committed as part of the EHDAM.  Is that a correct interpretation?

Meeting Minutes: There was a very lengthy conversation about this.  First of all, the context here is the DARUC concept paper.  One of the key aspects of the discussion surround under what circumstances this would happen.  The consensus of the group was that this would only be allowable only under extreme reliability conditions.  Regardless, even though there was consensus that this circumstance would be rare, it needs to be address via settlements.
 The comment was made that there looks like an incentive, if you are committed for the first half of the day to self-schedule yourself for the rest of the day.  By doing so, you would always be assured of being compensated.  Otherwise you would get nothing.  A comment was made that they were not sure if it is fair to not provide any compensation to a self-scheduled unit that is planning to shut down later in the day but ERCOT requires it to shut down earlier than it would have liked.  Also, a comment was made that there might be a parallel between this paragraph and the OOMEd to zero concept.  Lastly, a comment was made that the whole concept of Minimum Runtime needs to be incorporated.  The feedback that was received during the MOCG meeting on 4/19 was shared with the group regarding how there is no clear consensus that the Minimum Runtime is a required part of a resource offer.

In Summary: This is a good question for the MOCG.  The consensus of the group was that further explanation is required.

Does the statement “if positive: (a)” and “(b) if negative” refer to the sign convention of the number itself.  For instance, a Start-up cost would typically be a positive number so as long as it is positive it will be paid.  Does the “(b) if negative” statement only applies if the LSL x LMP is lesser than the LSL x Min Energy Price?

Meeting Minutes: The general consensus was that the statement appears to refer to the sign convention of the number itself.

In Summary: This is a good question for the MOCG.  The consensus of the group was that this further confirmation is required.

How does ERCOT “determine that the unit may again be at LSL”?  Wouldn’t it only know that if the DARUC committed the resource later in the day as part of the same solution it decommited the resource?

In Summary: This is a good question for the MOCG.  The consensus of the group was that this further clarification is required.


8. Page 36 (Changes to the DaRUC presentation)
”See the example.  New data cut is needed to indicate the intervals in which ERCOT has de-committed a unit to compare to the Resource Plan view, at time of de-commitment (another new data cut), to determine if the unit planned to shut down within the DaRUC 24 hour period.”

Wouldn’t you have the cut of the Current Operating Plan when the DARUC is run that would tell you what the unit was planning to do?  The DARUC is only run once.

In Summary: This is a good question for the MOCG.  The consensus of the group was that this further clarification is required.

Follow-up Question: The question above needs to be re-phrased for the MOCG.  The question is wouldn’t you simply use the snapshot of the Current Operating Plan and other schedule information at the time of the DARUC to determine if a particular resource intended to shut down before the end of the day?  You would not use the snapshot of the Current Operating Plan and other schedule information at the time the de-commit takes place?  


9. Page 36 (Changes to the DaRUC presentation)
”If ERCOT commits a unit earlier than its self-scheduled commitment start hour or keeps a unit committed beyond its self-scheduled shutdown hour, then the impacted QSE has the option of claiming a make whole payment only for the extra hours committed by ERCOT.  The make whole payment calculation in such instances shall be calculated based on the difference between the unit’s Minimum-energy Cost minus the energy revenues calculated as below.”

Do we need to clarify if the make whole is only paid if the LMP x LSL is lesser than the Minimum Energy x LSL?  Similar to question above.

In Summary: This is a good question for the MOCG.  The consensus of the group was that this further clarification is required.

By including the phrase “QSE has the option of claiming a make whole payment”, does this imply that the QSE must go through the dispute process to claim it?  Of is the default to pay the QSE unless specified not to.

In Summary: This is a good question for the MOCG.  The consensus of the group was that this further clarification is required.


10. Page 36 (Changes to the DaRUC presentation)
”A data cut is needed to indicate the period of a forced outage.”
Wouldn’t you want to use the version Current Operating Plan at the end of the day as it reflects the entries that were “frozen” in time?

In Summary: This is a good question for the MOCG.  The consensus of the group was that this further clarification is required.  However, it seems logical that that Current Operating Plan, unlike today’s Resource Plan, should be “frozen” as it moves through time and at the end of the day you have an accurate picture of the Current Operating Plan.

”If the resource experiences start-up failure which creates a forced outage prior to breaker close, it may be compensated for its verifiable actual costs limited to costs which qualify as normal startup, (includes maintenance, labor, and fuel) up to the forced outage event.”

Is it fair to assume that this would be a manual settlements process for the payment?  Also, this amount would have to be added to the make whole charge.

In Summary:  The consensus from the group was that this is a fair assumption, although the comment was made that any manual settlement process is painful and should be automated if possible.


11. Page 38 (HaRUC)
”1.  If a unit is selected in the DaRUC for HE 1-9 and in the HaRUC for HE 15-20.  The problem would be on how to calculate and allocate the Non-RUC hours.  Which hours would be considered DaRUC and which hours would be considered HaRUC?”

Couldn’t you use the rule of thumb that if there is another RUC (either from the  EHDAM, DA or HA) before the RUC you are trying to settle; do not count hours as non-RUC hours for that settlement.  Furthermore, looking forward, you can only count non-RUC hours up to the point of the next RUC.

In Summary:  The consensus from the group is that the proposed method seemed fair.  However, it was pointed out that this wouldn’t always provide the most equitable result since the non-RUC hours can only take you to the point of making you whole without exceeding it.  The group felt that this approach should be reviewed with the MOCG.

”2.  If a DaRUC interval is reversed by a HaRUC selection.  That is, if DaRUC commits a unit and HaRUC then de-commits a unit for the same interval.”

If the HARUC decommits a DARUC resource prior to the initiation of start-up, there appears to be no compensation mechanism.  If the HARUC decommits a unit that was already running and committed in DARUC or EHDAM, then wouldn’t it be treated like you treat a self-committed decommit (like when the DARUC decommits a self-committed resource mentioned above)?

In Summary:  This was another lengthy discussion.  The general consensus was that 3 scenarios should be evaluated.  (1) The scenario where a resource is “extended” from a prior RUC commitment.  (2) The scenario where a resource is decommitted in between (1 commitment becomes 2 separate commitments with a break in between).  (3) The HARUC commits a resource prior to the DARUC commits a resource in the day.
There was also discussion regarding how the HARUC view commitments made in prior commitments (EHDAM and DARUC).  Based upon the HARUC white paper it is clear that any prior commitments are modeled as self-commitments, meaning that the HARUC is for incremental commitments due to reliability.  There was also some debate regarding if there is a need to have a separate payment for HARUC and DARUC.  Although there was nobody who believed there should be a combined charge.  The general consensus after following the discussion was that all settlements for HARUC and DARUC should be separate.  Even if that means that there will be Make Whole for 3 periods (EHDAM, DARUC and HARUC).


12. Page 39 (Make Whole Provision – Settlement Formulas)
General Question:
Is this an accurate summary of the DaRUC formula:

A:

1) Start Up Cost + ((Min Energy Price x LSL) x Hours Committed by DARUC)

2) (Meter Reads x RT LMPs) x Hours Committed by DARUC
If 2) is <= 1), continue.
The subtracting “additional product costs for output that exceeds the Min-energy level and adding (if positive & only to the make whole point) the product of:

a. Sum all intervals(Energy produced outside of commitment hours x LMP)
MINUS

b. “the additional production cost (area under the energy bid curve) for output that exceeds the Min-energy level plus the Min-energy Cost”

3) Make whole = 1) – 2) 

Regarding “2) b.”, what do you use to value the additional production cost?  Is it the generic energy cost?  Theoretically if you were not committed, before or after the SCED would not be sending you base points nor would you have provided bids?

In Summary:  This was another lengthy discussion.  This is a good question for the MOCG.  The consensus of the group was that this further clarification is required.  The key question is what is meant by “additional production cost” and does “2) b” deal with non-RUC or RUC hours.  Also, the whole concept about where the offer curve (all be it generic) comes into the picture.  

13. Page 49 (DaRUC Charge Equation)
General Question:
Where are Inter-QSE Capacity Trades captured as an input?

In Summary:  The consensus is that is was capture adequately in the document.
General COCG Questions and Assumptions for MOCG

1. Calculation of 15 min prices will occur prior to Settlements for Zones, Nodes and Hubs.
It is unclear as to whether or not the future equivalent of the MOS will integrate the LMPs into the 15 minute prices.  There is a statement in the Real Time paper (under the section “The SCED:”) that states “This module also calculates the load-weighted zonal LMP for each load zone in ERCOT.”


2. Need to capture data inputs that are used to create calculated the load weighted average for Zonal Prices.  In particular, the assumption is that a market participant will be able to access the appropriate state estimator values via XML.

3. The assumption is that 5 min LMPs will be published at each node, even the nodes that are used to make up the Zonal LMPs.  There is a statement in the Real Time paper (under the section “SCED Process”) that states “The LMP for each node, as determined by the SCED, is posted to the ERCOT Information System every 5 minutes and is thus available to market participants for their use.”

4. Number of Zones will be initially 4 and up to 20 NOIE Zones.

5. Mismatches should go away because of dual confirm methodology.  It is assumed that if two counterparties do not match, the schedule for both parties is ignored for market settlement.
So if this happens in DAEM, all of the energy would be settled in real time and the mismatched demand—to the extent that it was “real demand” would be “on the hook” for RUC charges from DA RUC (because RUC solves against ERCOT Load Forecast).

6. The assumption is that OOMC may be replaced by the RUC processes.  The Scheduling paper makes a clear statement (under the section “Existing Emergency Protocols with the following changes”) “Hour-Ahead RUC will replace OOMC”.  Or is it fair to say that ERCOT will always have the right to OOMC if needed under emergency conditions?

7. All unit specific charges that remain the TNM will continue to be unit specific going forward (replaced by nodal approach).

8. UFE cuts of data will remain in the extracts, same as today.


9. Zonal Replacement, Local Replacement, Under-scheduled Replacement Reserve Charge will be replaced by RUC process.

10. Price corrections will be at the 5 minute level, with correction causing an automatic change to the 15 minute data?

11. How are Combined Cycle Resources addressed?
The Appendix II indicates that combined cycle resources will be bid in at the combined cycle level, not the individual units.  This means that the settlements process does not require special logic for combined cycle.  Associating the configuration with the bid should create the situation where the deployment and payment are consistent.

12. How are corrections made for operational deviation of Resource whose bid set the LMP?  Are Ex-post LMPs still be evaluated/discussed or is everything going to be ex-ante?

13. Do we need to calculate congestion costs per QSE?  (DaRUC White Paper Settlement Rules, Section B, Number 8)

14. Will Ancillary Service Defaults be handled the same as they are today?
The AS White Paper does not seem to address this.  However, the DARUC Paper indicates that if a second market it opened for AS (under the section “Detailed Descritpion of DaRUC Procees”) that “The appropriate charge is the weighted average of the market clearing prices of the particular ancillary services procured by ERCOT in the multiple procurement processes.  [All buyers will pay the weighted average price of the two markets].

15. What is the Shadow Price for Ancillary Services?  How is the price determined differently than it is today?

16. How will Ancillary Service Mismatches be handled? Will they use the same dual-confirm process as energy schedules?

17. Do market participants need to have “real-time” 15 minute zonal prices pushed to them?

18. In the DARUC Paper (under the section “Detailed Description of DaRUC Process”), the statement “Solely for purposes of make whole provisions, the BES bid curves of resources are capped as follows:”.  Where are bid curves for the RUC hours used in the DARUC payment formula?

19. Does the 5MW bandwidth pertain to the 10% bandwidth?  Are these used together?  How is the 2% penalty applied if the unit is over the 1.25MW but less than 10%. The Group is not sure on the intended application on the bandwidth parameters.

20. Energy Cost Bid – What is the form of the bid? (Is it $/MW, $/Hr, $/MWh)
The DARUC paper states that the Minimum-energy Cost is in $/MWh.

21. Was the intention that the 6 time Hourly DaRUC Charge be calculated as: 
6 x DaRUC x QSE Shortfall MW Quantity?

22. Is the intent that if ERCOT procures a large amount of MW in DaRUC, that a QSE that is short by a small amount can be charged for the entire total, even if it exceeds their shortfall amount?  See example.  Or is this where the factor of 6 comes in?

23. A concerned was raised that the E-HDAM paper may allow QSE’s to effectively revise day-ahead bilateral schedules after the fact.  While day-ahead bilateral schedules designated for settlement in real-time should be revisable going forward, day-ahead schedules designated for settlement in day ahead are not.  We need clarification from the Market Operations Concept Group.
I believe the only limitation is that a DA bilateral that is up-to-congestion cannot be modified after the EHDAM.  However, any non-up-to-congestion bilateral can be submitted up to noon the following day and the QSE can specify if it should be settled against DA or RT after the fact.


24. Data delivered to settlements from different markets should be clearly identified as to the market source.  ERCOT settlements and market participants must be able to distinguish between all of the variables created for the various markets.

25. Are the day-ahead and real-time settlements independent with separate schedules?  Someone suggested that settling all markets simultaneously presents less exposure to QSE’s.  
I would assume that settlement statements would still be based upon trade date and you would have DA and RT settlements together.  I can think of any market that puts these on a different timeframe.

26. Should the AS payments be made unit specific or aggregated across all units?

27. In the AS Paper it depicts that the payments and charges are netted and that there would be just one settlement for AS that could be a positive or a negative number.  Is this the intent or do we envision that the AS payment and charges would roughly stay the same?

28. Isn’t there a need for Minimum Runtime to properly settle the Make Whole Payments?

29. Is there a specific time limit for when a unit needs to start in order to receive a credit for starting (within the hour, within 15-minutes, etc.)?  This process for determining start-up today is loosely defined.
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