Protocols Revision Request


	PRR Number
	539PRR
	PRR Title
	OOMC Claw Back Correction

	Protocol Section(s) Requiring Revision (include Section No. and Title)
	6.8.2.2, Capacity Payments, item (5)

	Requested Resolution (Normal or Urgent)
	Normal

	Revision Description
	Claw Back can go negative.  Under certain circumstances the OOMC payment goes negative causing the payment to become charge for providing OOMC service.
This is a particular problem for coal and lignite units that do not currently have generic start up and operating cost defined.  Although I believe the following changes are consistent with the original intent of the claw back, the problem associated with coal units can be fixed either by the changes in this PRR or the PRR entitled “OOMC Generic Cost For Coal.” (PRR 538)

	Reason for Revision
	The current language provides a rebate to ERCOT for OOMC payments based on profits made in the Balancing Energy market from OOMCed units.  This concept was first introduced in PRR 331, which reduced OOMC payments when the MCPs were higher than defined threshold for the unit.  The equations when introduced were intended to reduce payments for OOMC service to zero when appropriate.  The current formulas failed to include a MAX function in the original version and as a result the equation can become a charge instead of a payment.

	Credit Implications (Yes or No, and summary of impact)
	No.

	

	Timeline

	Date Posted
	9/1/04

	Please see the Master List on the ERCOT website for current timeline information.


	Sponsor

	Name
	Richard Ross

	E-mail Address
	rross@AEP.com

	Company
	American Electric Power Company

	Company Address
	2 W 2nd Street Tulsa Oklahoma

	Phone Number
	918-382-9285

	Fax Number
	866-972-1796


	ERCOT/Market Segment Impacts and Benefits


Instructions:  To allow for comprehensive PRR consideration, please fill out each block below completely, even if your response is “none,” “not known,” or “not applicable.”  Wherever possible, please include reasons, explanations, and cost/benefit analyses pertaining to the PRR.

	
	Impact
	Benefit

	
	Business
	Computer Systems
	

	ERCOT
	None
	None
	Clarify the protocols

	MARKET SEGMENT                      
	None
	None
	Not Known

	Consumer
	None
	None
	Not Known

	LSE:
General, Including NOIE
	None
	None
	Not Known

	LSE:
CR & REP
	None
	None
	Not Known

	QSE
	None
	None
	Not Known

	Resource
	None
	None
	Fix equations so that OOMC payment compensation does not go negative.

	TDSP
	None
	None
	Not Known


	Proposed Protocol Language Revision


6.8.2
Capacity and Energy Payments for Out-of-Merit or Zonal OOME Service

6.8.2.2
Capacity and Minimum Energy 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 Generation 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.  ERCOT shall not issue an OOME Up Dispatch Instruction for the energy associated with the Low Sustainable Limit as set forth in the Resource Plan (as required by Section 4.4.15, QSE Resource Plans) for which it has issued an OOMC Dispatch Instruction.  Zonal OOME Service will only be provided from Resources that are already On-line at the time of the Zonal OOME Dispatch Instruction and will not receive a capacity payment.

(2) The QSE for a Generation Resource selected to provide OOMC Service that actually reconnects to the ERCOT Transmission Grid and starts the unit in order to provide the OOMC Service will be paid both the Resource Category Generic Startup Cost for starting the unit as well as the Resource Category Generic Minimum Energy Cost less the MCPE for operating at the Low Sustainable Limit as set forth in the Resource Plan for that unit during the instructed interval(s).

(3) Generation Resources that are connected to the ERCOT Transmission Grid when their QSE is instructed to provide OOMC Service will be paid the Resource Category Generic Minimum Energy Cost less the MCPE for operating at the Low Sustainable Limit of the Resource during the instructed interval(s).

When the Resource-specific OOMC instruction is issued, the QSE may maintain a Balanced Schedule, such as scheduling the ramping and minimum energy or being selected by ERCOT to provide Balancing Energy Service.  When a QSE receives an OOMC Dispatch Instruction less than thirty minutes before the end of the Adjustment Period or during the Operating Period, the deviation resulting from ramping or minimum energy of a Resource selected to provide OOMC Service will not be subject to Uninstructed Resource Charge during the instructed interval(s), including the ramp interval(s) of such Resource.

(4) If ERCOT instructs a Generation Resource to provide OOMC service and the payment for OOMC Service does not cover all costs of providing the service and provide a premium, then that Resource’s QSE will be paid all verifiable incremental 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 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 ten percent (10%).  Verification of these costs must be submitted to ERCOT by the Resource’s QSE to allow resolution before the date established for Market Participants to file disputes relating to Settlement True-Up for the Operating Day as defined in Section 9.2.6, True-Up Statement.  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, Settlement and Billing Dispute Process.  In addition to the standard information required on the entry form on the ERCOT Portal, the dispute should clearly indicate:

(i)
The Dispatch 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 6.8.2.2(6)(b).

(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 its 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 provided 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 one hundred fifteen percent (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 requests of a similar nature.  Subsequent to the approval of such costs, the requesting company shall submit a Protocol Revision Request, in accordance with Section 21, Process for Protocol Revision, incorporating the necessary documentation standards provided to the ERCOT Board.

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

PCOOMRPqi
=
SUM (PCOOMRPqui)
Given:


If BPRpqui exists,


Then:

PCOOMRPqui
 =
-1* MIN [(BPRpqui * COOMRPui),  (PSui + POui)]

Else:

PCOOMRPqui
=
-1 * (PSui + POui)

If the unit is deemed to be On-line as described in 6.8.2.2(3),

Then:

PSui
=
0

If the unit is deemed to be Off-line as described in 6.8.2.2(2),

Then:

PSui
=
[RCGSCc – (SUMs(MCPEwz * MRuw))] / (# of instructed hours)
[*** Comment on the equation above, although I am not requesting any changes it is unclear to me how the above equation works. ***]
POui
=
MAX [ 0, SUM [(RCGMECc – MCPEjz) * MIN (MINCAPu/4, MRuj)i] ]
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

w:
Settlement Interval prior to the Dispatch Instruction

s:
Twelve (12) Settlement Intervals prior to the Dispatch Instruction

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

RCGMECc:
Resource Category Generic Minimum Energy Cost for a specific category of generation unit

RCGSCc:
Resource Category Generic Startup 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.

MINCAPu:
Generating unit Low Sustainable Limit as reported in the Resource Plan

MR:
Actual metered output of the Resource
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