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Concerns were raised at the October 23rd PRS meeting regarding the lack of market-based data in the generic cost values that were included in the version of PRR776 that was recommended for approval by PRS (10/23/08 PRS Recommendation Report).  
These comments propose an alternative for consideration by the TAC that replaces certain components of the formulas in the 10/23/08 PRS Recommendation Report in an effort to better reflect market-based outcomes in the pricing provisions when Non-Spinning Reserve Service (NSRS) is deployed and there is no zonal congestion.

The 10/23/08 PRS Recommendation Report calls for the use of generic combustion turbine costs from the ERCOT Protocols.  The generic costs include startup costs and operating costs.  These comments do not propose a change to the operating costs, which would remain at 15 times gas price index for a simple cycle combustion turbine less than 90 MW.  However, a change to the generic startup costs is proposed based upon a survey of market-based startup cost offers submitted for Replacement Reserve Service (RPRS) Step 2.

Actual RPRS startup cost bids were sampled for hour ending 15 for each day from May 1 through September 30, 2008 for all units classified as simple cycle combustion turbines less than 90 MW (SCLE90).  For each such offer, the startup cost offer ($) was divided by the offered MW to produce a startup cost per MW value.  The results of this sampling are shown in the figure below:
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This set of market-based startup offers from RPRS suggests that a startup cost of $120/MW/h would be sufficient to cover the startup cost over a one-hour run time for 98 percent of the SCLE90 units that have been offered into RPRS during the time period covered by the sample.  Applying the $120/MW/hr startup cost and using an operating cost of 15 times the Fuel Index Price (FIP) produces the following proxy prices under varying gas price index values:

	Gas Price
($/MMBtu)
	Startup Cost
($/MWh)
	Operating Cost
($/MWh)
	Total Cost
($/MWh)

	$4.00
	$120
	$60
	$180

	$5.00
	$120
	$75
	$195

	$6.00
	$120
	$90
	$210

	$7.00
	$120
	$105
	$225

	$8.00
	$120
	$120
	$240

	$9.00
	$120
	$135
	$255

	$10.00
	$120
	$150
	$270

	$11.00
	$120
	$165
	$285

	$12.00
	$120
	$180
	$300

	$13.00
	$120
	$195
	$315

	$14.00
	$120
	$210
	$330

	$15.00
	$120
	$225
	$345


This alternative could be accomplished by the following changes to the language in the 10/23/08 PRS Recommendation Report on PRR 776 (changes to the 10/23/08 PRS Recommendation Report are highlighted):

	Proposed Protocol Language Revision


6.8.1.12
Payments for Balancing Energy Provided from Ancillary Services During the Operating Period

(1)
All Balancing Energy deployed by a Dispatch Instruction and delivered by a generating Resource from Balancing Energy service, Responsive Reserve Service, Regulation Reserve Service, or Non-Spinning Reserve Service shall be settled as Balancing Energy at the MCPE of the Congestion Zone of the Resource providing the energy according to Section 6.8.1.13, Resource Imbalance, except when Non-Spinning Reserve Service is deployed in accordance with Section 6.7.4, Deployment of Non-Spinning Reserve Service and there are no binding CSC constraints for that interval.  In that case, the MCPE shall be determined using the following methodology:  .
(a)
ERCOT will calculate and post in the Day-Ahead Market the combustion turbine proxy cost during NSRS deployments for each Operating Day, which shall be equal to $120 plus 15 times the Fuel Index Price for the Operating Day. 

(b)
If the actual MCPE during NSRS deployment is greater than the combustion turbine proxy cost, the MCPE will be the actual MCPE.  

(c)
If the MCPE during NSRS deployment is less than the combustion turbine proxy cost, the MCPE will be adjusted to the lesser of the following:

(i)
the MCPE that would have occurred if the NSRS deployment had not occurred, or

(ii)
the combustion turbine proxy cost.
(2)
All Balancing Energy deployed by a Dispatch Instruction and delivered by a Load acting as Balancing Energy service, Responsive Reserve Service, Regulation Reserve Service, or Non-Spinning Reserve Service shall be settled as Balancing Energy at the MCPE of the Congestion Zone of the Resource providing the energy according to Section 6.9.5.2, Settlement for Balancing Energy for Load Imbalance, except when Non-Spinning Reserve Service is deployed in accordance with Section 6.7.4, Deployment of Non-Spinning Reserve Service and there are no binding CSC constraints for that interval.  In that case, the MCPE shall be determined using the methodology described above in paragraph (1)(a) – (c).   Settlement for any energy provided without an authorized Dispatch Instruction will be settled according to Section 6.8.1.15, Payments for Balancing Energy Provided from Uninstructed Deviation.

(3)
Deployed Balancing Energy Up on qualified Balancing Up Loads will be paid a capacity payment for the first Settlement Interval that it is deployed equal to the MCPC of Non-Spinning Reserve Service for the hour in which the deployment occurs.  A continuous deployment of Balancing Energy Up on qualified Loads for over sixty (60) minutes will be paid a capacity payment for each subsequent Settlement Interval which it is deployed equal to the MCPC of Non-Spinning Reserve Service for that hour divided by four (4).

6.9.5.1
Balancing Energy Clearing Price

(1)
A Market Clearing Price for Energy (MCPE) will be calculated for each Settlement Interval by Congestion Zone as a product of the mathematical optimization model.  The MCPE will be used to pay or charge each QSE, for each Settlement Interval for Balancing Energy Service.

(2)
In the event that Non-Spinning Reserve Service (NSRS) is deployed for an interval in accordance with Section 6.7.4, Deployment of Non-Spinning Reserve Service, ERCOT shall evaluate if there were binding CSC constraints during the original market clearing of Balancing Energy Services, or if removal of the NSRS deployments would create binding CSC constraints.  If no binding CSC constraints exist in either evaluation, ERCOT shall adjust the MCPE using the methodology described in paragraph (1)(a) – (c) of Section 6.8.1.12, Payments for Balancing Energy Provided from Ancillary Services During the Operating Period.   Afterwards, a MCPE will be calculated for each Settlement Interval by Congestion Zone as a product of the mathematical optimization model.  The MCPE will be used to pay or charge each QSE, for each Settlement Interval for Balancing Energy Service.
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