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	Priority & Rank Assigned
	

	Summary of Impact Analysis
	Pending ERCOT analysis.

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

	PRR Background
	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.

	Protocol Revision Subcommittee Recommendation
	PRS recommends approval of PRR371 as revised.


	Recommended Language


1.3.1.1  Items Considered Protected Information 

“Protected Information” is information containing or revealing: 

(1) Schedule Control Error, as calculated by ERCOT, identified to a specific QSE, with the exception of real-time SCE data that may be viewable on-site at ERCOT facilities;

(2) Bids or pricing information identifiable to a specific QSE, except as provided in 1.3.3(2)(b);

(3) Status of Resources including but not limited to outages or limitations or scheduled or metered Resource data;

(4) Resource Plans;

(5) Energy and Ancillary Service Schedules identifiable to a specific QSE;

(6) ERCOT Dispatch Instructions identifiable to a specific QSE; 
6.5.10
Out-Of-Merit Capacity and Out-of-Merit Energy Services

(1) ERCOT will use OOMC and OOME Services to procure additional capacity and energy required to provide reliable ERCOT System operation, as determined by ERCOT. 

(2) Any Generation Resource or Load acting as a Resource may be called upon by ERCOT to provide OOMC or OOME Service, in any time frame that the Resource or Load is listed as available in the Resource Plan.

[PRR369: Add (3) under Section 6.5.10 upon system implementation & notice to the Market.]

(3)
For combined cycle plants, or other plants that involve tandem operation of units, a Generation Entity may request ERCOT approval to treat the plant at which these units are located as an Aggregated Unit.
(4) OOMC is used by ERCOT only when necessary to provide ERCOT System security and capacity adequacy. ERCOT will call on OOMC and OOME Service in such a way as to minimize the use of these services as much as practicable.

(5) OOME will be settled in accordance with Balancing Energy settlement provisions in Section 6.8.2.2, Energy Payments. 

(6) Bids from Loads acting as Resources may also be used by ERCOT under the OOME instructions and pricing structure.

(7) The QSE associated with the Generation Resource or Load acting as a Resource that receives a Dispatch Instruction to provide OOMC and/or OOME Service(s) must use all commercially reasonable efforts to provide the requested service(s).  If the QSE declines the Dispatch Instruction according to provisions of Section 5.4.4, Compliance with Dispatch Instructions, to provide OOMC and/or OOME Service(s), ERCOT will post such declines on the MIS.

(8) In the event that OOMC is ordered to sustain reliable ERCOT System operation, the QSE must bid into the Balancing Energy Up and Down market quantities which sum greater or equal to the High Sustainable Limit (if unavailable, the High Operating Limit) minus the Low Sustainable Limit (if unavailable, the Low Operating Limit) of the unit receiving the OOMC instruction, in the zone of the OOMC unit.
(9) 
6.8.2
Capacity and Energy Payments for Out-of-Merit Service

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 provides Out-of-Merit Service.  These generic resource costs include: generic fuel cost 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)


*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, and 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 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 * 9 MMBtu/MWh
Combined Cycle less than or equal to 90 MW* = FIP * 10 MMBtu/MWh
Gas-Steam Supercritical Boiler = FIP * 10.5 MMBtu/MWh 
Gas Steam Reheat Boiler = FIP * 11.5 MMBtu/MWh

Gas Steam Non-reheat or boiler without air-preheater = FIP * 14.5 MMBtu/MWh
Simple Cycle greater than 90 MW = FIP * 14 MMBtu/MWh
Simple Cycle less than or equal to 90 MW = FIP * 15 MMBtu/MWh
Diesel = FIP * 16 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 * 5 MMBtu/MWh
Combined Cycle less than or equal to 90 MW* = FIP * 6.5 MMBtu/MWh

Gas Steam Supercritical Boiler = FIP * 7.5 MMBtu/MWh

Gas Steam Reheat Boiler = FIP * 9.5 MMBtu/MWh
Gas-Steam Non-reheat or boiler without air-preheater = FIP * 10.5 MMBtu/MWh 
Simple Cycle greater than 90 MW = FIP * 10.5 MMBtu/MWh
Simple Cycle less than or equal to 90 MW = FIP * 12 MMBtu/MWh
Diesel = FIP * 12 MMBtu/MWh


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

Where:

RMC = Resource Maximum Capacity (in MW)

u = unit

(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(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









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 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.  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.
(2)
The QSE for a 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) 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).
(4) 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. 
(5) 

(6) If ERCOT instructs a 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 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 Billing and 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 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 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 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, Process for Protocol Revision, incorporating the necessary documentation standards provided to the ERCOT Board.

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

PCOOMRPqi
=
SUM (PCOOMRPqui)u
Given:

If BPRpqui exists,

Then:


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

PCOOMRPqui
 =
-1* (PSui + POui)

If the unit is deemed to be online as described in 6.8.2.2(3)

Then:

PSui
=   0

If the unit is deemed to be offline as described in 6.8.2.2(2)
Then:

PSui
=
[RCGSCc – (SUMs(MCPEwz * MRuw))] / (# of instructed hours)
POui
=
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
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


	PRR Evaluation

	NON-ERCOT Market Comparison
	No Comparison conducted.
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