ERCOT Protocols Revision Request

	PRR Number
	371PRR
	PRR Title
	OOME for minimum energy when OOMC is issued

	Status
	

	Protocol Section Requiring Revision
	6.8.2.2 (1)

	Requested Resolution
	Requested Resolution:

Add a new section to Protocol Section 6.8.2.  

	Revision Description
	Language implements a mandatory minimum OOME instruction for the same intervals that OOMC instructions are issued to a unit.  

	Reason for Revision
	Units that are issued an OOMC instruction are dispatched based on reasons other than economic market conditions.  The OOMC instruction ensures that notwithstanding economics, energy from an instructed generator is available for instantaneous dispatch by ERCOT for system reliability.  However, to provide instantaneous dispatch, a QSE must bring the instructed plant on-line and generate at least the minimum amount of energy required by plant design.  In the absence of an OOME instruction for at least this amount of energy, the QSE solely bears the cost of the difference between market pricing and unit production cost.  For most gas-fired units subject to OOMC, the heat rate at minimum generating levels is significantly higher than heat rate at higher load levels.  As a result, the QSE must sell the minimum energy take into the balancing energy market as a price taker or back down a more efficient unit to make room for minimum energy on for OOMC purposes.  

The Protocols provide for QSEs to be paid an OOMC payment based on the unit type.  However, the revenue provided in the form of an OOMC payment and the balancing market will frequently not cover the QSE’s cost to generate at the highest point on a unit’s heat rate curve and/or back down a more efficient unit in the QSE’s fleet.  In effect, QSE’s issued OOMC instructions, but not corresponding OOME instruction, are subsidizing ERCOT’s need for generation to meet system reliability.  The following example illustrates the financial impact of this mismatch between OOMC and OOME:

A Gas Cyclic Unit with a minimum load of 120 MW is issued an OOMC instruction to be available for 20 hours of a day.  The QSE will receive a maximum payment of $58,000 under the Protocols’ OOMC calculation, and assuming a UBES average price of $23.5/MWh, receives an additional $56,400 in UBES payments yielding total revenue of $ 114,400.  

On the cost side, the unit heat rate at minimum load is 15,000 BTU/kWh, or $60/MWh at a gas price of $4.00/MMBTu.  In addition, the QSE incurs a unit start cost of $8,000 and a gas transportation charge of $10,000, making the unit’s total cost to run at minimum load for the day $ 162,000.  

In total, the QSE in this example loses $ 47,600. 

The Protocols do provide for a dispute process in the situation described and can recover actual cost plus 10%.  Under this process, the QSE provides documentation of actual costs and once approved will receive payment covering the cost shortfall.  In essence, therefore, a QSE will ultimately be paid an amount approximately equal to the amount it would have been paid had it received an OOME instruction.  Accordingly, the existing process arrives, after additional time and administrative cost to ERCOT and the QSE at the same result that would occur if ERCOT is required to issue an OOME Up instruction equal to minimum unit load for any unit that it also issues an OOMC instruction.  The proposed revision ensures this objective.   



	Timeline

	Date Received
	10/28/2002

	Date Posted
	10/28/2002

	Comments Due
	11/18/2002

	PRS Review Date
	11/26/2002

	PRS Recommendation
	

	TAC Consideration
	01/--/2003

	Board Consideration
	01/--/2003


	Proposed Protocol Language Revision


6.8.2.2 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.  For all intervals of an OOMC instruction, ERCOT will issue a matching OOME instruction to the same unit that is equal to the instructed plant’s net minimum rating as documented in the unit’s resource plan.  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 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 9.2.6, True-Up Statement.  QSEs requesting such cost recovery shall perform the following:
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