Protocols Revision Request


	PRR Number
	654
	PRR Title
	Remove Market Solution References

	Protocol Section(s) Requiring Revision (include Section No. and Title)
	2.1
Definitions
4.5.11.1
Day Ahead Scheduling for RMR Units and Black Start Resources

4.5.11.3
ERCOT RMR Units and Synchronous Condenser Units Delivery Plan

6.1.9
Reliability Must-Run Service

6.1.10
Out of Merit Capacity Service

6.1.11
Out of Merit Energy Service

6.7.8
Deployment of RMR Service

6.8.1.11
Local Congestion Replacement Reserve Payment to QSE when a Market Solution Exists

7.4.2
Resolution of Local Congestion

7.6
Incorporation of Reliability Must-Run and Out of Merit Order Resources

	Requested Resolution (Normal or Urgent)
	Normal

	Revision Description
	This revision removes references to the term "Market Solution" within the Protocols.

	Reason for Revision
	With Board approval of PRR 562 – Permanent Elimination of Market Solution, the use of the term “Market Solution” within the ERCOT Protocols is no longer relevant.  This PRR removes all references to Market Solution within the ERCOT Protocols and substitutes appropriate language where necessary.
The proposed changes are described below:

2.1
Definitions
· Removes the definition for Market Solution.

· Removes the phrase, “when no Market Solution exists,” from the definitions of Out of Merit Capacity and Out of Merit Energy.  Retains the language that relates to when these two services are selected “by ERCOT outside the bidding process.”

· Removes the phrase, “when no Market Solution exists,” from the definitions of Reliability Must Run (RMR) Unit and Synchronous Condenser Unit.  Retains the language that relates to the event when the two types of units are “operated under the terms of an Agreement with ERCOT.”

4.5.11.1
Day Ahead Scheduling for RMR Units and Black Start Resources
· Removes the phrases “where a Market Solution potentially cannot exist” and “where a Market Solution does not exist” from the table.  The delivery plan process is described in detail in Section 4.5.11.3.
4.5.11.3
ERCOT RMR Units and Synchronous Condenser Units Delivery Plan
· Removes the term “Market Solution” from the description of the initial delivery plan process.
· Removes the phrase “Market Solution” from the description of the updated delivery plan process and replaced it with the phrase, “based on the Replacement Reserve Service procurement process.”
6.1.9
Reliability Must-Run Service
· Removes the phrase, “when Market Solutions do not exist.”

6.1.10
Out of Merit Capacity Service
· Removes the phrase, “when a Market Solution does not exist.”  Retains the language that relates to the condition when this service is provided by Resources “that would otherwise not be selected to operate because of their place (or absence) in the Merit Order of Resources’ bids for Ancillary Services.”
6.1.11
Out of Merit Energy Service
· Removes the phrase, “when no Market Solution exists.”  Retains the language that relates to the event when this service is provided by Resources “that may or may not have provided Resource-specific premium bids.”

6.7.8
Deployment of RMR Service
· Removed the phrase “Market Solutions” and replaced it with “bid-based solution.”

6.8.1.11
Local Congestion Replacement Reserve Payment to QSE When a Market Solution Exists
· Removes the phrase “when a Market Solution Exists.”

7.4.2
Resolution of Local Congestion
· Removes the phrase “that depends on whether a Market Solution exists for resolving the Local Congestion.”  This condition is unnecessary because payment is in accordance with Protocol Sections 7.4.3.1, 7.4.3.2, and 6.8.

7.6
Incorporation of Reliability Must-Run and Out of Merit Order Resources
· Removes the phrase “Market Solutions” and replaced it with “bid-based solutions.”


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

	Relevance to Nodal Market (Yes or No, and summary of impact)
	No

	Nodal Protocol Section(s) Requiring Revision (include Section No. and Title)
	No

	

	Timeline

	Date Posted
	3/14/06

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


	Sponsor

	Name
	Brad Belk

	E-mail Address
	bbelk@lcra.org

	Company
	Lower Colorado River Authority

	Company Address
	3701 Lake Austin Blvd  Austin Tx  78767

	Phone Number
	(512) 656-3496

	Fax Number
	

	
	


	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.

	

	Assumptions
	1
	None

	
	2
	

	
	3
	

	
	4
	

	

	
	Impact Area
	Monetary Impact

	Market Cost
	1
	None
	None

	

	
	Impact Area
	Monetary Impact

	Market Benefit
	1
	None
	None

	

	Additional Qualitative Information
	1
	Changes will result in clearer, more accurate Protocols

	
	2
	

	

	Other
	1
	

	Comments
	2
	

	


	Proposed Protocol Language Revision


Section 2   Definitions and Acronyms


Out of Merit Capacity

Capacity provided by a Resource selected by ERCOT outside the bidding process to resolve a reliability or security event.

Out of Merit Energy

Energy provided by a Resource selected by ERCOT outside the bidding process to resolve a reliability or security event.

Reliability Must Run (RMR) Unit

A Generation Resource unit operated under the terms of an Agreement with ERCOT that would not otherwise be operated except that they are necessary to provide voltage support, stability or management of localized transmission constraints under first contingency criteria.

Synchronous Condenser Unit

A unit operated under the terms of an annual Agreement with ERCOT that is only capable of supplying Volt Amperes Reactive (VAR) that would not otherwise be operated except that it is necessary to provide voltage support under first contingency criteria.

4.5.11.1
Day Ahead Scheduling for RMR Units and Black Start Resources

Below is a Day Ahead Scheduling Process for RMR Units and Black Start Resources:

	RMR Scheduling
	QSE Responsibility:
	ERCOT Responsibility:

	0600
	Submit initial unit Availability Plan for RMR and/or Synchronous Condenser Units and Black Start Resources.
	

	0900
	
	Provide initial Delivery Plan to QSEs representing RMR and/or Synchronous Condenser Units.

	1830
	 
	Provide updated Delivery Plan to QSEs representing RMR and/or Synchronous Condenser Units.


4.5.11.3
ERCOT RMR Units and Synchronous Condenser Units Delivery Plan

By 0900, ERCOT shall notify the QSE representing a RMR Unit and/or a Synchronous Condenser Unit of the initial Delivery Plan for any unit that is required for reliability.  At any time during the Day Ahead or Adjustment Period, ERCOT may notify the QSE representing a RMR Unit and/or a Synchronous Condenser Unit, of any modifications to the Delivery Plan for the RMR Unit or the Synchronous Condenser Unit.  At 1830, ERCOT may update its Delivery Plan to include any RMR and/or a Synchronous Condenser Unit that is necessary to maintain reliability of the system, based on the Replacement Reserve Service procurement process.

	[PRR428:  Add the following to Section 4.5.11.3 upon system implementation.]

4.5.11.3.1
Static Scheduling of Energy from RMR Resources

As soon as practical after being provided the Delivery Plan, the QSE shall update its Resource Plan and Balanced Schedule with ERCOT to reflect energy being scheduled from RMR Units.  The Supply in the indicative schedule shall include energy scheduled from RMR Units by Congestion Zone and the Obligation in the indicative schedule shall include a QSE to ERCOT schedule by Congestion Zone.

4.5.11.3.2
Responsibility Transfer Scheduling of Energy from RMR Resources

As soon as practical after being provided the Delivery Plan, the QSE shall update its Resource Plan and Balanced Schedule with ERCOT to provide an indicative schedule reflecting energy being scheduled from RMR Units.  The Supply in the indicative schedule shall include energy scheduled from RMR Units by Congestion Zone and the Obligation in the indicative schedule shall include a QSE to ERCOT schedule by Congestion Zone.  These indicative schedules shall be offset with the Controlling Entity’s Real Time signal provided under the Responsibility Transfer outlined in Section 4.9.4.3, Principles for Responsibility Transfers For RMR Units.


6.1.9
Reliability Must-Run Service

As provided by ERCOT to QSEs: Agreements for capacity and energy from Resources which otherwise would not operate and which are necessary to provide voltage support, stability or management of localized transmission constraints under first contingency criteria, as described in the Operating Guides.  This includes service provided by RMR Units and MRA Resources.

As provided by a QSE to ERCOT: The provision of Generation Resource capacity and/or energy Resources under a Reliability Must-Run (RMR) Agreement or a Must Run Alternative (MRA) Agreement, including Agreements with Synchronous Condenser Units, whose operation is directed by ERCOT.

6.1.10
Out of Merit Capacity Service

As provided by ERCOT to QSEs:  The provision by ERCOT of Out of Merit Order (OOM) Replacement Reserve Service from Generation Resources, that would otherwise not be selected to operate because of their place (or absence) in the Merit Order of Resources’ bids for Ancillary Services.  OOMC is used by ERCOT to provide for the availability of sufficient capacity so that Balancing Energy bids are available to solve capacity insufficiency, Congestion, or other reliability needs. Loads Acting as Resources will not be available to ERCOT to provide OOMC Service. 

As provided by a QSE to ERCOT:  Generation capable of providing additional Balancing Energy Service to ERCOT when deployed.

6.1.11
Out-Of-Merit Energy Service

As provided by ERCOT to QSEs: The deployment by ERCOT for the Settlement Interval of energy from Resources, that may or may not have provided Resource-specific premium bids, and used by ERCOT to provide Balancing Energy Service for resolving Congestion, the actuation for specific units under an ERCOT approved Special Protection System, or, if required, in declared emergencies as described in these Protocols.

As provided by a QSE to ERCOT: The provision of incremental or decremental energy dispatched from a specific Resource in emergency operations by Settlement Interval in Real Time to meet the balancing needs of the ERCOT System or in declared emergencies.

6.7.8
Deployment of RMR Service

(1)
If a bid-based solution is not available and in Emergency Conditions, ERCOT shall have the option to Dispatch a contracted RMR Unit at any time for voltage support or localized transmission limitations, but it must Dispatch the unit as early as possible (if conditions merit) once conditions are identified that require the use of the RMR Unit and only to the extent of megawatt loading necessary to correct the voltage support or localized transmission limitation.

(2)
ERCOT must elect to use Resources under an RMR Agreement or MRA Agreement before issuing an OOME or Zonal OOME Dispatch Instruction subject to the terms of the Agreement, if practical.

(3)
ERCOT will deploy RMR Units in accordance with the RMR Agreement and MRA Resources in accordance with the MRA Agreement.  RMR Agreements with ERCOT are expected to include limitations on the total service hours, megawatt-hour output, and the number of starts available to ERCOT for each RMR Unit.

(4)
ERCOT shall issue Dispatch Instructions via the Messaging System for any RMR Unit Dispatch or MRA Resource Dispatch.  Any revisions to those instructions must be communicated via revised Dispatch Instructions.

(5)
In the event that ERCOT orders an RMR Unit or MRA Resource to operate to sustain reliable ERCOT System operation in any Operating Day, ERCOT will post on the MIS as soon as possible, but no later than the next Business Day, for such Operating Day:

(a)
each Resource receiving an RMR or MRA Dispatch Instruction for each interval;

(b)
the amount of RMR or MRA energy ERCOT requested from each Resource for each interval; and

	[PRR515:  Upon system implementation, insert paragraph (c).]

(c)
the binding transmission constraint (contingency and/or overloaded element(s)) causing RMR or MRA deployments.


(6)
If ERCOT orders an RMR Unit or MRA Resource to operate to sustain reliable ERCOT System operation in any Operating Day, ERCOT will, on or before the Business Day following the day of issuance of the Initial Statement for the Operating Day on which ERCOT issued the Dispatch Instruction, as described in Section 9.2.3, Initial Statements, post on the MIS the amount of RMR or MRA energy actually provided by each RMR or MRA Unit for each interval of the subject Operating Day.

(7)
ERCOT shall publicly post an annual forecast of the Dispatch pattern it expects for each contracted RMR Unit and MRA Resource as well as monthly and week-ahead forecasts regarding its use of such Resources.

(8)
ERCOT will adjust the amount of Balancing Energy acquired due to the impact of RMR Energy deployed and energy deployed from MRA Resources.  If adjustments made by ERCOT would result in the QSE exceeding its scheduled amount of generation, then the affected QSE must not accommodate these changes by adjusting other Resources such that the Schedule Control Error is minimized.  ERCOT will not assess URC charges to the QSE as a result of these adjustments for the interval.  The RMR may implement a Responsibility Transfer between its QSE and ERCOT for energy delivered under an RMR Agreement to minimize the impact of RMR scheduling on its QSE.

6.8.1.11
Local Congestion Replacement Reserve Payment to QSE
(1)
The QSE for a Resource selected to provide RPRS to resolve Local Congestion that actually reconnects to the ERCOT Transmission Grid and starts the unit in order to provide RPRS will be paid both the Resource Category Generic Startup Cost for starting the unit and the Resource Category Generic Minimum Energy Cost less the MCPE for operating at the Low Sustainable Limit (LSL) as set forth in the Resource Plan for that unit during the instructed interval(s).  If the MCPE during the intervals of an hour in which ERCOT deploys a Resource for RPRS provides revenue in excess of the hourly cost to start and operate the unit at LSL, the QSE representing the Resource may retain any such excess revenue.

(2)
Resources that are connected to the ERCOT Transmission Grid when the QSE is instructed to provide RPRS to resolve Local Congestion 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).

(3)
If ERCOT instructs a QSE to provide RPRS from a Resource to resolve Local Congestion and the payment for RPRS does not cover the cost of providing the RPRS plus a ten percent (10%) premium, then that QSE will be paid all approved, verifiable, incremental costs (“Additional Costs”) exceeding the payment for RPRS.  The QSE will be paid only for Additional Costs directly attributable to the RPRS instruction, plus the premium.  The Additional Costs shall be limited to:

(i)
Fuel (including the cost of exceeding swing gas contract limits, additional gas demand costs set by fuel supply, or transportation contracts);

(ii)
Fuel transportation;

(iii)
Maintenance;

(iv)
Chemicals; and

(v)
Water.

The premium shall be ten percent (10%).  The Resource Entity for the Resource that received the RPRS Instruction shall submit to ERCOT supporting data for the Additional Costs.  The QSE that received the RPRS instruction shall be bound by the supporting data submitted by the Resource Entity.  The Resource Entity must submit the support data to ERCOT as soon as reasonably possible, but in no event less than thirty (30) days before the date set forth in the ERCOT Settlement Calendar for the issuance of a True-Up Statement for the subject Operating Day.  QSEs requesting Additional Costs shall do the following:

(a)
After receiving the Initial Settlement Statement for the subject Operating Day, 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 dispute form on the ERCOT Portal, the dispute should clearly indicate:

(i)
The Dispatch Instruction received from ERCOT to provide the RPRS;

(ii)
The payment received for providing the RPRS;

(iii)
The actual cost of providing the RPRS; and

(iv)
A reference to the documentation to be provided in writing as indicated in these Protocols.

(b)
Provide written documentation to allow ERCOT to verify the claimed amounts.  Documentation requirements for each cost type are as follows:

(i)
Fuel cost for providing the RPRS shall be determined by taking the product of the fuel consumption (MMBtu) at the Low Operating Limit of the Resource and its associated fuel cost ($/MMBtu);

(ii)
Fuel consumption at the Low Operating Limit 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 costs, including transportation costs, 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 Protected Information pursuant to Section 1.3.1.1, Items Considered Protected Information, item (11).  All copies of such documentation will be returned upon completion of the review on request by the QSE or the Resource Entity.  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)
Maintenance costs shall be calculated based on actual maintenance contracts, prorated accordingly; and

(v)
Chemical and water costs shall be calculated based on actual contracts, prorated accordingly.

(4)
The calculation for RPRS to resolve Local Congestion is as follows:

LPCRPiuq
=
-1 *
MAX( 0, LPSRPiu + LPORPiu )

LPCRPiq
= 
SUM (LPCRPiuq)u

LPORPiu
=
SUM[(RCGMECc-MCPEjz) * MIN(MINCAPiu/4,MRju)]j
If the unit is deemed to be Off-line as described in Section 6.8.1.11 item (1)

Then:

LPSRPiu
 =
RCGSCc/N

If the unit is deemed to be On-line as described in Section 6.8.1.11 item (2)

Then:

LPSRPiu
=
0

The equation below will be used to determine the Total Replacement Reserve Payment to be allocated to each QSE as described in Section 6.9.2, QSE Obligations for Capacity Services Procured in the Day Ahead and Adjustment Periods.

LPCRPi
=
SUM (LPCRPiq)q
Where:

c
Resource Category

i
Hourly interval being calculated

j
Settlement Intervals within the hourly interval i

u
Resource

q
QSE

z
Zone

N
Number of hours that this Resource is continuously procured

LPCRPiuq
Replacement Reserve Service payment ($) per interval for the Resource

LPCRPiq
Replacement Reserve Service payments ($) per interval for that QSE

LPCRPi
Summations of Replacement Reserve Service payments ($) to resolve Local Congestion per interval for all QSEs

LPSRPiu
Price for starting a unit that is selected for Replacement Reserve Service to resolve Local Congestion

LPORPiu
Price for operating a unit that is selected for Replacement Reserve Service to resolve Local Congestion

MINCAPiu
Generating Unit Low Sustainable Limit as reported in the unit’s Resource Plan

MRju
Actual metered output of the Resource

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
7.4.2
Resolution of Local Congestion

ERCOT will procure RPRS if necessary to provide sufficient capacity to resolve forecasted Local Congestion.  ERCOT will purchase RPRS from the Resource(s) having the lowest cost per megawatt based on each Resource’s Resource Category Generic Cost and its ability to resolve the Congestion given its Shift Factor on the Local Congestion.

ERCOT will instruct and Dispatch Resources in Real Time in a manner that does not exceed the units’ operational limits known to ERCOT.  The Resources that have been instructed to operate within a range to resolve Local Congestion are paid or pay a price, in accordance with Sections 7.4.3.1 Balancing Energy Up from a Specific Resource, 7.4.3.2 Balancing Energy Down from a Specific Resource, and Section 6.8, Compensation for Services Provided.

The Local Congestion Costs are embedded in each service deployed to resolve Local Congestion such as OOMC, OOME, and unit specific premiums.

The formula to calculate Local Congestion Replacement Reserve payment can be found in Section 6.8.1.11, Local Congestion Replacement Reserve Payment to QSE, of these Protocols.

7.6
Incorporation of Reliability Must-Run and Out of Merit Order Resources

RMR and OOM Resources will be used for Congestion Management as described in Sections 4, Scheduling, Section 5, Dispatch and Section 6, Ancillary Services.  RMR and OOM Resources will be used for Congestion Management only in the absence of bid-based solutions to alleviate Local Congestion.  RMR and OOM Resources will be compensated in accordance with Section 6.8.
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