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These comments reflect TXU Energy’s suggested changes to incorporate additional categories for natural gas-fueled steam generating units as directed by the RMR Task Force. The following comments use the comments provided by City Public Service of San Antonio dated February 17, 2003 as the baseline document (i.e., accepting all the changes shown in those comments).

	Comments


6.8.2
Capacity and Energy Payments for Out – of Merit Service

6.8.2.1
Resource Category Generic Costs

To properly assign 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 90 MW*

Gas Steam Supercritical Boiler

Gas Steam Reheat Boiler

Gas Stean Non-reheat or boiler without air-preheater

Simple Cycle greater than 90 MW

Simple Cycle less than 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 determined by the Resource Owner and reported to ERCOT.

 (2)
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 lignite and coal 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 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 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 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 true up of the final settlement statement.

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 * (To be determined) MMBtu/MWh

Combined Cycle less than 90 MW* = FIP * (To be determined) MMBtu/MWh

Gas Steam Supercritical Boiler = FIP * 10.5 MMBtu/MWh

Gas Steam Reheat Boiler = FIP * 11.5 MMBtu/MWh

Gas Stean Non-reheat or boiler without air-preheater = FIP * 14.5 MMBtu/MWh

Simple Cycle greater than 90 MW = FIP * (To be determined)   MMBtu/MWh

Simple Cycle less than 90 MW = FIP * (To be determined) 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 * (To be determined) MMBtu/MWh

Combined Cycle less than 90 MW* = FIP * (To be determined) MMBtu/MWh

Gas Steam Supercritical Boiler = FIP * 7.5 MMBtu/MWh

Gas Steam Reheat Boiler = FIP * 9.5 MMBtu/MWh

Gas Stean Non-reheat or boiler without air-preheater = FIP * 10.5 MMBtu/MWh

Simple Cycle greater than 90 MW = FIP * (To be determined)   MMBtu/MWh

Simple Cycle less than 90 MW = FIP * (To be determined)  MMBtu/MWh  

Diesel = FIP * 12 MMBtu/MWh

Renewable = $0/MWh

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

(3)
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 greater than 90 MW* = $5,000 + (FIP * (To be determined)MMBtu/MW * RMCu)

Combined Cycle less than 90 MW* = $2,310 + (FIP * (To be determined) MMBtu/MW * RMCu)

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

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

Simple Cycle less than 90 MW = $2,300 + (FIP * (To be determined)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

(4) Resource Category Generic Minimum Energy Cost

Resource Category Generic Minimum Energy Cost (RCGMEC) is the heat rate of a unit in this category at either its  minimum stable load or minimum environmental operating point when the Resource is selected to provide Out-Of-Merit Service times the Fuel Index Price.  

RCGMEC for Combined Cycle greater than 90 MW* = (TBD) MMBtu/MWh * FIP

RCGMEC for Combined Cycle less than 90 MW* = (TBD) MMBtu/MWh * FIP

RCGMEC for Gas Steam Supercritical Boiler =  16.5 MMBtu/MWh * FIP

RCGMEC for Gas Steam Reheat Boiler = 17.0 MMBtu/MWh * FIP

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

RCGMEC for Simple Cycle greater than 90 MW= (TBD) MMBtu/MWh * FIP

RCGMEC for Simple Cycle less than 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 instruction for the energy associated with the Minimum Sustainable Limit of a Resource for which it has issued an OOMC instruction.

(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 Minimum Energy Cost (for upward instructions) less the MCPE for operating at the Minimum Sustainable Limit of the Resource 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 Minimum Energy Cost (for upward instructions) less the MCPE for operating at the Minimum Sustainable Limit of the Resource 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: 

(a)
Submit a settlement dispute in accordance with the dispute process outlined in Section 9.5.  In addition to the standard information required on the entry form on the ERCOT Portal, the dispute should clearly indicate:

(i)
The deployment 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(4)(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 provide 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, incorporating the necessary documentation standards provided to the ERCOT Board.

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

PCOOMRPqi
=
SUM (PCOOMRPqui)u

Given:

If BPRpqui exists,

Then:

PCOOMRPqui
 =
-1* MIN [BPRpqui * COOMRPui, MAX [0, (PSui + POui - OOMCERui)]] 

Else:

PCOOMRPqui
 =
-1* MAX [0, (PSui + POui - OOMCERui)]

If the unit is deemed to be online as described in 6.8.2.1(3)

Then:

PSui
=   0

If the unit is deemed to be offline as described in 6.8.2.1(2)

Then:

PSui
=
RCGCCc

Poui
=
SUM (RCGMECc –MCPEiz)* MIN (MINCAPui – SCADAuj)i / 4
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

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

RCGCCc:
Resource Category Generic Capacity Cost for a specific category of generation unit.  RCGCCc = RCGSC/(number of hours).

RCGMECc:
Resource Category Generic Minimum EnergyCost for a specific category of generation unit for an upward instruction.

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 Minimum Sustainable Limit as reported in the Resource Plan.

OOMCErui
Energy Rebate as calculated below.

SCADAuj
Average actual MW output of a Resource over the interval.

(6) For operating intervals in which a Resource has been called upon by ERCOT to provide OOMC service, all energy produced by the Resource in excess of the Minimum Sustainable Limit that is not produced pursuant to an OOME instruction shall be assessed an energy rebate equal to the maximum of zero dollars or ten (10) percent of the  zonal MCPE, as follows:

OOMCERui =
SUM[MAX(0, 0.10 * MCPEjz) * ((MAX(0,MRiu-MINCAPu/4 – EOOMUPiu)]j
Where:

c:
Resource Category

i:
Settlement interval

j:
Settlement intervals for which an OOMC instruction is valid for a single Resource

u:
single Resource

z:

zone

q:

QSE

MCPEiz: 
Market Clearing Price of Energy for that interval of the zone in which the Resource resides

MRiu:
Meter Reading for that Resource for that interval per QSE 

MINCAPu
Generating Resource Minimum Sustainable Limit as reported in the Resource Plan

EOOMUPiu
OOM Up quantity deployed for that Resource per interval per QSE

(Side note:
Getting and using the “EOOMUPiu“  requires checking all instructions to the unit (which includes “OOMIOL”, “NMLEIOL” and “LEIOL” instructions) and determining which one was ultimately the one the QSE should have followed.
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