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	PRR Number
	632
	PRR Title
	Clawback Mechanism for Generating Resources at a Site with an RMR Unit

	Timeline
	Normal
	Action
	Rejected

	Protocol Section(s) Requiring Revision (include Section No. and Title)
	2.1 – Definitions
6.8.3.1 (1) - Capacity Payments for RMR Service

	Revision Description
	Establishes a “clawback” mechanism applicable to Reliability Must Run (RMR) Standby Cost to prevent improper subsidization of Generation Resources located at the same physical location as an RMR Unit.  Such Resources are called “RMR Companion Unit(s).”  The “clawback” mechanism reduces the hourly Standby Price paid for RMR Service by the “profits” earned as a result of operating any RMR Companion Units located at the same site as the RMR Unit up to the cumulative total hourly Standby Cost incurred.  The “profits” of the RMR Companion Unit(s) are defined as the difference between the Market Clearing Price for Energy (MCPE) for each interval that the Companion Unit(s) operates and the Resource Category Generic Fuel Cost (RCGFC) for the Companion Unit(s), less the Resource Category Generic Start Cost of the RMR Resource, if started during the period in which the RMR Companion Unit(s) operated.

	Credit Impacts:  Has the Credit Workgroup reviewed the PRR?  If so, are there credit impacts? (indicate Yes or No, and if Yes, include a summary of impact)
	Yes.  ERCOT credit staff and the CWG have reviewed PRR632 and do not believe that it requires changes to credit monitoring activity or the calculation of liability.

	Procedural History
	· On 9/9/05, this PRR was posted.

· On 9/23/05, Sempra posted comments.

· On 10/20/05, PRS considered this PRR.

· On 1/18/06, WMS considered this PRR and posted comments.

· On 2/23/06, PRS considered this PRR.



	PRS Recommendation (indicate whether all segments were present for the vote, and the segment of parties that voted no or abstained)
	On 10/20/05, a motion to reject this PRR failed with eight votes against the motion (all segments except Independent Generators), and one abstention (Independent REP).  PRS voted unanimously to refer this PRR to WMS with instructions to report back to PRS at the January 2006 PRS meeting.  All market segments were present for the votes.
On 2/23/06, PRS voted unanimously to reject this PRR.  All market segments were present for the vote.

	Summary of PRS discussion
	On 10/20/05, PRS discussed whether it was possible to quantify RMR Unit costs that potentially subsidize non-RMR Units.  PRS also determined that any approved version of PRR632 could not apply to RMR contracts for 2006, as they are already being negotiated.
On 2/23/06, PRS members noted that WMS recommended rejection of this PRR, and that the sponsor of this PRR did not object to the WMS recommendation.


	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
	Not known
	Not known
	Lower cost of capacity and energy to the market

	MARKET SEGMENT                      
	
	
	

	Consumer
	None
	None
	Lower cost of capacity and energy to the market

	LSE:
General, Including NOIE
	None
	None
	Lower cost of capacity and energy to the market

	LSE:
CR & REP
	None
	None
	Lower cost of capacity and energy to the market

	QSE
	Reduced revenues for operating units at sites with RMR Units
	Not known
	Lower cost of capacity and energy to the market

	Resource
	Reduced revenues for operating units at sites with RMR Units
	Not known
	Lower cost of capacity and energy to the market

	TDSP
	None
	None
	None


	Original Sponsor

	Name
	Henry Durrwachter

	Company
	TXU Energy

	Segment
	Investor Owned Utility


	Comments Received

	Comment Author
	Comment Description

	Sempra 092305
	Recommended rejection.

	WMS 011806
	Recommended rejection.


	Proposed Protocol Language Revision


2.1
Definitions

Reliability Must-Run (RMR) Companion Unit

A Generation Resource operating at the same location as a Generation Resource operated under the terms of an Agreement with ERCOT to provide RMR Service which is not operated under such an Agreement itself.
6.8.3.1
Capacity Payments for RMR Service

(1)
The capacity payment for RMR Service is referred to in these Protocols as the “Standby Price.”  The hourly Standby Price to be used in settlement will be calculated as follows:

SBRMRh
=
Σ(SBRMRuh)u
SBRMRuh
=
(-1 * AvailRedu * StbyPriceu * BillCapuh) - CBCUh
AvailGenCapuhi
=
MIN (AvailPlanCapuh, MiscondCapuh, MaxGenCapuh)

AvailRedu
=
IF (HrRollEAFuh >= TA, 1, IF(HrRollEAFuh > .35, (1-((TA - HrRollEAFuh)*2)), 0)

BillCapuh 
=
IF (TestCapu < RMRCapu, RMRCapu *(1 – TestCapRedu), RMRCapu)
If (Σ (SBRMRh)t – Σ (CBCUh)t) <= 0,

Then:

CBCUh
=
0
Else:

CBCUh
=
ProfitCUh
HrRollEAFuh
=
IF (Elapsed Hours < 4379, 1, ((AvailGenCapuh + ∑AvailGenCapuh /(MaxGenCapuh + (∑MaxGenCapuh4379))

MaxGenCapu
=
MIN (RMRCapu, TestCapu)

MiscondCapuh

=
IF (AMDuh >= (.98 * AvailPlanCapuh),
AvailPlanCapuh, AMDuh)
If the RMR Companion Unit is deemed to be On-line and connected to the ERCOT Transmission Grid as described in Section 6.8.2.2, Capacity and Minimum Energy Payments, paragraph (3),

Then:

ProfitCUh
=
Σ {Σ [(MCPEi – RCGFCCUc) * EnergyCUi]h}n 
If the RMR Companion Unit is deemed to be Off-line and then reconnects to the ERCOT Transmission Grid and starts as described in Section 6.8.2.2, Capacity and Minimum Energy Payments, paragraph (2),

Then:
ProfitCUh
=
Σ {(Σ [((MCPEi – RCGFCCUc) * EnergyCui)]h - RCGSCCUc}n 

TestCapReduh
=
((RMRCapu – TestCapuh)/RMRCapu)*2

Where:

c

Resource Category
i

interval

j

Settlement Interval within the hourly interval i

h

hour
n

Companion Units at the RMR site
t
hours from start of RMR contract up to but not including hour h
u

unit

AMDuh
=
Actual Metered Delivery per unit per hour in MW

AvailPlanCap
=
Available Capacity per the Availability Plan
CBCUh
=
Clawback of Companion Unit profit per hour
CU
=
Companion Unit
Elapsed Hours
=
Elapsed hour since 0000 of the date of contract inception
EnergyCUi
=
Energy production (in MWh) of Companion Unit for the interval i
MiscondCapuh
=
IF (MiscondExcused = No, (IF (AMDuh > (.98 * AvailPlanCapuh), 0, 10000), 0)

MiscondExcused
=
Yes or No
ProfitCUh
=
Companion Unit profit in hour h
RMRCapu
=
Maximum unit capacity as stated in the RMR Contract.

RCGFCCUi
=
Resource Category Generic Fuel Cost for the Companion Unit in interval i
RCGSCCUc
=
Resource Category Generic Startup Cost for the Companion Unit
StbyPriceu
=
Hourly Standby Price for the RMR as stated in the RMR Agreement

TA
= 
Target Availability defined in Section 6.8.3.1(5)

TestCapuh
=
Test Capacity is the capacity resulting from test conducted by ERCOT.

Note:  If less than 4380 hours have elapsed since the start date, 
HrRollEAFui = 1.0
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