TAC Recommendation Report


	PRR Number
	814
	PRR Title
	NOx Emissions Allowance Index Price (NOxEAIP)

	Timeline
	Urgent
	Recommended Action
	Approval

	Date of Decision
	August 6, 2009

	Protocol Sections Requiring Revision
	2.1, Definitions

6.8.1.11, Local Congestion Replacement Reserve Payment to QSE
6.8.2.2, Capacity and Minimum Energy Payments
6.8.2.3, Energy Payments

	Proposed Effective Date
	September 1, 2009

	Priority and Rank Assigned
	Not applicable.

	Revision Description
	This Protocol Revision Request (PRR) establishes a definition for Nitrogen Oxide (NOx) Emissions Allowance Index Price (NOxEAIP) that relies on a published cost index for NOx emissions allowances.  The PRR provides Qualified Scheduling Entities (QSEs) with an option to either provide detailed documentation of the actual cost of NOx emissions allowances as part of the verifiable cost process or to rely on the NOxEAIP.  Specifically, this PRR allows QSEs to recover the cost of emissions allowances when providing Replacement Reserve, Out of Merit Capacity (OOMC) or Out of Merit Energy (OOME) Service as directed by ERCOT if the costs of those emissions allowances are less than 110% of the NOxEAIP.  This is the same concept that is applied to the documentation requirements of natural gas prices and fuel oil prices for verifiable cost purposes.  This PRR also adds language to clarify how QSEs can recover any emissions-related costs for both startup and operations when providing Replacement Reserve, OOMC or OOME Service.  

This PRR also proposes non-substantive administrative changes, such as correcting acronym and defined term usage and section references.  These are shown below with the author “ERCOT Market Rules.”

	Overall Market Benefit
	Provides QSEs with an option to use a published index price to validate any emissions allowance costs claimed for verifiable cost purposes in the provision of Replacement Reserve, OOMC or OOME Service.

	Overall Market Impact
	Improved documentation for verifiable costs.

	Consumer Impact
	None.

	Credit Impacts
	To be determined.

	Procedural History
	· On 6/1/09, PRR814 was posted.
· On 6/3/09, the motion to grant PRR814 Urgent status passed via PRS email vote.

· On 6/11/09, ERCOT comments were posted.

· On 6/11/09, an Impact Analysis was posted.

· On 6/15/09, a second set of ERCOT comments were posted.

· On 6/18/09, a CEO Revision Request Review was posted.

· On 6/18/09, PRS considered PRR814.

· On 7/7/09, Luminant Energy comments were posted.

· On 7/9/09, a second set of Luminant Energy comments were posted.

· On 7/14/09, a third set of ERCOT comments were posted.

· On 7/23/09, PRS again considered PRR814.

· On 7/28/09, a revised CEO Revision Request Review was posted.

· On 8/6/09, TAC considered PRR814.

	PRS Decision 
	On 6/18/09, PRS unanimously voted to table PRR814.  All Market Segments were present for the vote.
On 7/23/09, PRS unanimously voted to recommend approval of PRR814 as amended by the 7/14/09 ERCOT comments.  All Market Segments were present for the vote.

	Summary of PRS Discussion
	On 6/18/09, the submitter of PRR814 indicated that discussions are ongoing with ERCOT Staff to address the concerns raised in the CEO Revision Request Review.  ERCOT Staff clarified that the CEO Revision Request Review was based upon the current proposed language and that if revisions were made, the ERCOT CEO has the right to reevaluate the CEO Revision Request Review.  ERCOT Staff also noted that the number of verifiable cost disputes that will arise from this PRR cannot be accurately predicted, and therefore the staffing impact may need to be reevaluated after implementation.
On 7/23/09, ERCOT Staff noted that there may be an impact to ERCOT Staff associated with PRR814 due to a potential increase in verifiable cost disputes, but that this impact is unknown at this time.  It was explained that the revisions proposed by PRR814 are consistent with current Nodal Protocol language, except to reflect minor differences between how fuel costs are handled in the zonal market and Nodal Market.

	TAC Decision
	On 8/6/09, TAC voted to recommend approval of PRR814 as recommended by PRS.  There were four opposing votes from the Consumer Market Segment and five abstentions from the Independent Retail Electric Provider (IREP) (four) and Consumer (one) Market Segments.  All Market Segments were present for the vote.

	Summary of TAC Discussion
	On 8/6/09, concern was raised that PRR814 would permit cost recovery automatically at 110% of NOxEAIP rather than requiring substantiation of actual costs.  In response, it was stated that the 110% allowance is not a new concept and that PRR814 merely provides a process by which ERCOT can evaluate claims.


	Quantitative Impacts and Benefits


	Assumptions
	1
	ERCOT settlement cost $75/hour.

	
	2
	Market Participant settlement cost $75/hour.

	
	3
	20 hours for ERCOT Settlement to collect and store NOxEAIP and one hour/month to update (Total of 32 hours/year).

	
	4
	One hour reduction to prepare documentation.

	
	5
	One hour reduction to validate verifiable costs.

	
	6
	2,000 verifiable cost submittals per year.

	Market Cost
	
	Impact Area
	Monetary Impact

	
	1
	ERCOT settlement.
	$2,400 to collect, store and update NOxEAIP

	
	2
	
	

	
	3
	
	

	
	4
	
	

	Market Benefit
	
	Impact Area
	Monetary Impact

	
	1
	Market Participant settlement.
	$150,000  for reduced time to prepare documentation

	
	2
	ERCOT settlement.
	$150,000 for reduced time to validate verifiable costs

	
	3
	
	

	
	4
	
	

	Additional Qualitative Information
	1
	Better transparency in verifiable costs by use of a published emission allowance index.

	
	2
	Reduced time to prepare documentation for verifiable costs.

	
	3
	Reduced time for ERCOT to validate verifiable costs.

	
	4
	

	Other Comments
	1
	

	
	2
	

	
	3
	

	
	4
	


	Comments Received

	Comment Author
	Comment Summary

	ERCOT 061109
	Noted that the impacts to ERCOT still need to be evaluated, recommends that PRR814 be revised to clearly define the units of measure for the emissions rate, requests further clarification regarding the frequency of anticipated disputes for NOx emissions, and notes that the staffing impact may need to be reevaluated if the number of disputes increases significantly.

	ERCOT 061509
	Clarified the 6/11/09 ERCOT comments to reflect that ERCOT requests, rather than recommends, that PRR814 be revised to clearly define the units of measure for the emissions rate.

	Luminant Energy 070709
	Responded to questions raised in the 6/15/09 ERCOT comments and proposed revisions consistent with responses.

	Luminant Energy 070909
	Proposed revision to the equation for the marginal emission production rate (MEPR) in paragraph (4)(h)(ii) of Section 6.8.2.3 that was inadvertently omitted from 7/7/09 Luminant Energy comments.

	ERCOT 071409
	Proposed revision to remove the vendor name “Argus Air Daily” from the definition of Nitrogen Oxide (NOx) Emissions Allowance Index Price (NOxEAIP).


	Original Sponsor

	Name
	Henry Durrwachter

	Company
	Luminant Energy Company LLC

	Market Segment
	Investor Owned Utility (IOU)


	Proposed Protocol Language Revision


2.1 
Definitions

NOx Emissions Allowance Index Price (NOxEAIP)
The NOxEAIP is the average of the bid/ask price for Nitrogen Oxide (NOx) emissions allowances in dollars per allowance, published for each Operating Day.  The NOxEAIP will be obtained by ERCOT and will be based on daily index prices selected by ERCOT that are generally accepted in the industry and regularly published.  ERCOT will disclose to Market Participants the source of its selected NOxEAIP, along with descriptions of the nature and derivation of the index as available from the publisher of the index.  In the event that an ERCOT-selected index becomes unavailable or unsuitable for the intended purpose, ERCOT will select a substitute index source.  ERCOT will notify Market Participants of any change in the index, along with a description of the nature and derivation of the substitute index and a summary of the reasons for the change, at least thirty (30) days prior to the beginning of its use.  However, in the event that thirty (30) days’ notice cannot be given for any reason, ERCOT will notify Market Participants as far prior to use as practical.
The NOxEAIP for Saturdays, Sundays, holidays and other days for which there is no index published shall be based on the next published index after the Operating Day.  In the event that the index is not published for more than two (2) days, the previous day published index will be used for the next applicable settlement and the next day published index will be used for true-up of the Final Statement.
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 Market Clearing Price for Energy (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 operates 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 LSL 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 may submit additional verifiable costs directly attributable to the RPRS Dispatch Instruction, which exceed the payment for RPRS calculated pursuant to paragraph (4) below.  The QSE will be paid only for additional costs directly attributable to the RPRS instruction, plus the premium.  Verifiable costs are subject to the approved documentation requirements in  paragraph (3)(h) below.  The premium to be provided shall be the product of the costs of providing the service times ten percent (10%).  However, the premium will not apply to the nodal implementation surcharge defined in Section 9.7.6, ERCOT Nodal Implementation Surcharge.  Verification of these costs must be submitted to ERCOT by the QSE or the Resource to allow resolution by the end of the dispute process for Settlement True-Up as defined in Section 9.2.6, True-Up Statement.  
(a)
After receiving the Initial Statement for the subject Operating Day, the QSE shall submit a settlement dispute in accordance with the dispute process outlined in Section 9.5, Settlement and Billing 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 paragraph (3)(h) below.

(b)
The QSE shall provide documentation to allow ERCOT to verify the claimed amounts.  All documentation submitted to ERCOT for verification pursuant to paragraph (3)(h) below shall be considered Protected Information in accordance with Section 1.3.1.1, Items Considered Protected Information. 
(c)
ERCOT shall not make payments for verifiable costs outside the defined documentation requirements until after the QSE has followed the steps outlined in paragraph (3)(i) below and the ERCOT Board has approved the documentation requirements. 
(d)
Natural gas costs, including transportation and storage costs directly related to this RPRS event for use in calculating the costs in paragraphs (3)(h)(i), (iv) and (vii) below, will require supporting documentation of sufficient detail to allow for the verification of the cost of natural gas consumed by the Resource receiving the RPRS Instruction.  For gas fired Resources, such documentation will not be required if the requested incremental fuel cost is less than one hundred ten percent (110%) of the Fuel Index Price (FIP). 
(e)
Fuel oil costs submitted for verification shall be based on replacement costs directly related to this RPRS event for use in calculating the costs in paragraphs (3)(h) (i), (iv) and (vii) below.  Documentation of fuel oil costs shall be in sufficient detail to allow for the verification of the replacement cost of fuel oil consumed by the Resource receiving the RPRS Instruction.  Documentation may include contracts, invoices or other documents.  For oil fired Resources, such documentation will not be required if the requested incremental fuel cost is less than one hundred ten percent (110%) of the Fuel Oil Index Price.
(f)
For any Resource claiming nitrogen oxide (NOx) emissions allowances as part of the Startup Emission-related Cost or Operational Emission-related Cost, the Resource Entity may provide documentation supporting actual cost of emissions allowances used to comply with the RPRS instruction.  Such documentation will not be required if the requested emissions allowance cost is less than one hundred ten percent (110%) of the applicable NOx Emissions Allowance Index Price (NOxEAIP). 

(g)
The Resource Entity shall provide to ERCOT an attestation signed by an officer of the Resource Entity, in a form acceptable to ERCOT, specifying the type of fuel oil used.

(h)
Defined Documentation Requirements

(i)
Startup Fuel Cost, which is the fuel cost for bringing the unit On-line starting at first fire and up to its LSL and ready to go to full Load or the beginning of the RPRS period, whichever occurs first, to provide the RPRS shall be determined by multiplying the fuel consumption (MMBtu) to start up the Resource by the associated fuel cost ($/MMBtu).
(ii)
Startup Emission-related Cost, which is the emission-related cost for bringing the unit On-line starting at first fire and up to its LSL and ready to go to full Load or the beginning of the RPRS period, whichever occurs first, to provide the RPRS shall be determined by multiplying the amount of emissions produced to start up the Resource by the associated emission cost ($/ton).  
(A) For NOx emissions, the equation for this calculation is:

NOXCS = Q * EACNOX
Where,

NOXCs = NOx emissions cost for the Resource ($)
s = Startup
Q = quantity of NOx emitted for start-up (first fire to LSL) from the Resource’s Continuous Emission Monitoring (CEM) system (tons) 
EACNOX ($/ton)=  Actual NOx emissions allowance cost or NOx Emissions Index Price (NOxEAIP) whichever is applicable
(iii)
Startup Non-Fuel Cost, which shall be based on either A or B below:

(A)
Documented historical non-fuel startup costs expressed on a per unit start basis for the deployed Resource.  If the historical Non-Fuel Startup costs are more than one hundred percent (100%) of the Resource Category Non-Fuel Startup Costs (RCNFSC), the QSE shall provide documentation for such costs.  Non-fuel start-up costs are limited to the costs associated with water, chemicals, labor and start-up power used in the start-up of the Resource. Supporting documentation shall include an itemized list in sufficient detail to allow for the verification of each cost incurred due to the RPRS.

(B)
Generic Resource Category Non-Fuel Startup Costs (RCNFSC) as defined below.  If the QSE chooses to use RCNFSC, all subsequent requests for non-fuel startup cost-based recovery requested by the QSE for the remainder of the calendar year for the specific deployed Resource shall be based on the RCNFSC.


Resource Category Non-Fuel Startup Costs (RCNFSC)

For the purpose of documentation, the RCNFSC represents the startup cost (excluding fuel) of capacity used for RPRS.  The RCNFSC for each type of Resource shall be:

Combined Cycle greater than 90 MW** = $6,810

Combined Cycle less than or equal to 90 MW** = $5,310

Gas-Steam Supercritical Boiler = $4,800

Gas-Steam Reheat Boiler = $3,000

Gas-Steam Non-reheat or boiler without air-preheater = $2,310

Simple Cycle greater than 90 MW = $5,000

Simple Cycle less than or equal to 90 MW = $2,300

Renewable = $0

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

(iv)
Operational Fuel Cost, which shall be determined by multiplying the fuel consumption (MMBtu) at the LSL of the Resource by its associated fuel cost ($/MMBtu) for the intervals covered by the RPRS Instruction.  Fuel consumption at the LSL shall be based upon a heat rate curve for the Resource from the most recently conducted heat rate tests filed with ERCOT.  Test data shall be provided in sufficient detail to allow ERCOT to validate the heat rate curve provided.

(v) Operational Emission-related Cost, which shall be determined by multiplying the amount of emissions produced by the Resource at its LSL by the associated emission allowance cost ($/ton) for the intervals covered by the RPRS instruction.  The amount of emissions produced at the LSL shall be based upon a certified emission rate curve for the Resource.  The form of the certified emission rate curve shall be:
CECR = A + (B*x) + (C*x2) + (D*x3) + (E*x4)
Where,

CEC = Certified Emission Rate Curve (lbs/MMBtu/hour)
A, B, C, D and E are coefficients specific to the Resource

R = Resource

x = MW
This emission rate curve shall be certified by an officer of the Resource owner as being accurate and representative of the Resource emissions and filed with ERCOT and may be different for each different emission product.  
(A) For NOx emissions, the equation for Operational Emission-related Cost for RPRS is:

OECRPRS = (CECLSL/2000) * FLSL * EACNOX * NLSL 
Where,

CECLSL = A + (B*LSL) +(C*LSL2) + (D*LSL3) + (E*LSL4)
A, B, C, D and E are coefficients specific to the Resource
OECRPRS = Operational Emission-related Cost for RPRS

LSL = MW at LSL

FLSL = Fuel burn in MMBtu/hour at LSL (from Resource I/O curve)
EACNOX =  Actual NOx emissions allowance cost or NOx Emissions Index Price (NOxEAIP) ($/ton) whichever is applicable

NLSL = number of intervals the Resource is at LSL for the RPRS instruction
(vi)
Variable non-fuel maintenance costs (in dollars per MWh) for a specific deployed Resource, which shall be calculated based on: actual itemized variable maintenance costs contained in contracts with a third party or the manufacturer’s recommended maintenance schedule and associated costs.  Supporting documentation will be the corresponding excerpt of the appropriate contract from the third party or the maintenance schedule.

(vii)
Fuel cost for bringing the unit Off-line from LSL as soon as possible (not to exceed three (3) hours) after the end of the RPRS period, in a manner consistent with Good Utility Practices, shall be determined by multiplying the fuel consumption (MMBtu) to bring the Resource Off-line by the associated fuel cost ($/MMBtu) minus the MCPE multiplied by the actual generation for shut down.  Fuel quantity will be based on the Real Time metering of the fuel consumption for the Resource.

(viii)
Unavoidable costs directly resulting from a delay in an accepted Outage for a Generating Resource due to an RPRS instruction.  Supporting documentation shall include an itemized list in sufficient detail to allow for the verification of each cost incurred due to the Outage delay.  Further documentation supporting each line item must be provided upon ERCOT’s request and may include copies of contracts, vendor invoices or other documents.

(ix)
ERCOT nodal implementation surcharge (in dollars per MWh) for a specific Resource, as calculated in Section 9.7.6, for every interval in which the Resource operates at its LSL.

(i)
Compensation for types of cost, whose documentation requirements are not covered in paragraphs (3)(h)(i) through (3)(h)(ix) above for the deployed Resource, will be denied pending possible review by the ERCOT Board.  The requesting QSE may request approval of the documentation requirements by the ERCOT Board, and if requested will be considered by the ERCOT Board at its next regularly scheduled meeting for which proper notice may be posted following ERCOT’s receipt of the request.  The requesting QSE may request that this review be conducted at an Executive Session of the ERCOT Board.  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 requests of a similar nature.  Subsequent to the approval of such costs, the requesting company shall submit a Protocol Revision Request (PRR), in accordance with Section 21, Process for Protocol Revision, incorporating the necessary documentation standards provided to the ERCOT Board.  Once approved by the ERCOT Board, ERCOT will process the request for payments as described in Section 9.2.5, Resettlement Statement.

(j)
Submit a signature sheet signed by the Authorized Representative of the Resource Entity certifying the costs submitted are directly attributable to the RPRS deployment and which satisfies the documentation standards in paragraph (3)(h) above.

(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 paragraph (1) above
Then:

LPSRPiu
 =
RCGSCc/N

If the unit is deemed to be On-line as described in paragraph (2) above
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 Obtained in the Adjustment Period.

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 LSL 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

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 Generation 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.  ERCOT shall not issue an OOME Up Dispatch Instruction for the energy associated with the LSL 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.  Zonal OOME Service will only be provided from Resources that are already On-line at the time of the Zonal OOME Dispatch Instruction and will not receive a capacity payment.

(2)
The QSE for a Generation 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 LSL as set forth in the Resource Plan for that unit during the instructed interval(s).

(3)
If the Generation Resource remains On-line beyond the time period specified by the OOMC Dispatch Instruction, there shall be a charge against the Resource Category Generic Startup Cost.  This charge will only be applied if the MCPE is greater than the Resource Category Generic Fuel Cost for an upward instruction.  If the difference is positive and the Resource Category Generic Startup Cost due is greater than zero (0), it will be subtracted from the payment for Resource Category Generic Startup Cost for starting the unit.  This charge shall continue to be calculated for all intervals, except for the first three (3) hours after the end of the OOMC Dispatch Instruction, until:

(a)
The unit is disconnected from the ERCOT Transmission Grid;

(b)
The end of the Operating Day; or

(c)
The next Resource-specific deployment for the unit within the Operating Day, whichever comes first.

(4)
Generation 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 LSL of the Resource during the instructed interval(s).

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.  When a QSE receives an OOMC Dispatch Instruction less than thirty (30) minutes before the end of the Adjustment Period or during the Operating Period, the deviation resulting from ramping or minimum energy of a Resource selected to provide OOMC Service will not be subject to Uninstructed Resource Charge during the instructed interval(s), including the ramp interval(s) of such Resource.

(5)
If ERCOT sends a QSE a Resource-specific Dispatch Instruction for OOMC Service (“OOMC Instruction”) and the payment for OOMC Service does not cover all costs of providing the OOMC Service plus a ten percent (10%) premium, then that QSE may submit verifiable, additional costs directly attributable to the OOMC Dispatch Instruction, which exceed the payment for OOMC Service calculated pursuant to paragraph (6) below.  The QSE will be paid only for additional costs directly attributable to the OOMC Service, plus the premium.  Verifiable costs are subject to the approved documentation requirements in paragraph (5)(h) below.  The premium to be provided shall be the product of the costs of providing the service times ten percent (10%).  However, the premium will not apply to the nodal implementation surcharge defined in Section 9.7.6, ERCOT Nodal Implementation Surcharge.  Verification of these costs must be submitted to ERCOT by the QSE or the Resource to allow resolution by the end of the dispute process for Settlement True-Up as defined in Section 9.2.6, True-Up Statement.  
(a)
After receiving the Initial Statement for the subject Operating Day, a QSE shall submit a settlement dispute in accordance with the dispute process outlined in Section 9.5, Settlement and Billing 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 OOMC Services;

(ii)
The payment received for providing the OOMC Service;

(iii)
The actual cost of providing the OOMC Service; and

(iv)
A reference to the documentation to be provided in writing as indicated in paragraph (5)(h) below.
(b)
The QSE shall provide documentation to allow ERCOT to verify the claimed amounts.  All documentation submitted to ERCOT for verification pursuant to paragraph (5)(h) below shall be considered Protected Information in accordance with Section 1.3.1.1, Items Considered Protected Information.
(c)
ERCOT shall not make payments for verifiable costs outside the defined documentation requirements until after the QSE has followed the steps outlined in paragraph (5)(j) below and the ERCOT Board has approved the documentation requirements. 
(d)
Natural gas, including transportation and storage costs directly related to this OOMC event for use in calculating the costs in paragraphs (5)(h) (i), (iv) and (vii) below, will require supporting documentation of sufficient detail to allow for the verification of the cost of fuel consumed by the Resource receiving the OOMC Instruction.  For gas fired Resources, such documentation will not be required if the requested incremental fuel cost is less than one hundred ten percent (110%) of the FIP. 
(e)
Fuel oil costs submitted for verification shall be based on replacement costs directly related to this OOMC event for use in calculating the costs in paragraphs (3)(h)(i), (iv) and (vii) of Section 6.8.1.11, Local Congestion Replacement Reserve Payment to QSE.  Documentation of fuel oil costs shall be in sufficient detail to allow for the verification of the replacement cost of fuel oil consumed by the Resource receiving the OOMC Instruction.  Documentation may include contracts, invoices or other documents.  For oil fired Resources, such documentation will not be required if the requested incremental fuel cost is less than one hundred ten percent (110%) of the Fuel Oil Price (FOP). 
(f)
For any Resource claiming Nitrogen Oxide (NOx) emissions allowances as part of Startup Emission-related Cost or Operational Emission-related Cost, the Resource Entity may provide documentation supporting actual cost of emissions allowances used to comply with the OOMC instruction.  Such documentation will not be required if the requested emissions allowance cost is less than one hundred ten percent (110%) of the applicable NOx Emissions Allowance Index Price (NOxEAIP). 

(g)
The Resource Entity shall provide to ERCOT an attestation signed by an officer of the Resource Entity, in a form acceptable to ERCOT, specifying the type of fuel oil used.

(h)
Defined Documentation Requirements

(i)
Startup Fuel Cost, which is the fuel cost for bringing the unit On-line starting at first fire and up to its LSL and ready to go to full Load or the beginning of the OOMC period, whichever occurs first, to provide the OOMC Service shall be determined by multiplying the fuel consumption (MMBtu) to start up the Resource by the associated fuel cost ($/MMBtu).
(ii)
Startup Emission-related Cost, which is the emission-related cost for bringing the unit On-line starting at first fire and up to its LSL and ready to go to full Load or the beginning of the OOMC period, whichever occurs first, to provide the OOMC Service shall be determined by multiplying the amount of emissions produced to start up the Resource by the associated emission cost ($/ton).  
(A) For NOx emissions, the equation for this calculation is:

NOXCS = Q * EACNOX
Where,

NOXCs = NOx emissions cost for the Resource ($)

s = Startup

Q = quantity of NOx emitted for start-up (first fire to LSL) from the Resource’s Continuous Emission Monitoring (CEM) system (tons) 

EACNOX =  Actual NOx emissions allowance cost or NOx Emissions Index Price (NOxEAIP) ($/ton) whichever is applicable

(iii)
Startup Non-Fuel Cost, which shall be based on either A or B below:

(A)
Documented historical non-fuel startup costs expressed on a per unit start basis for the deployed Resource.  If the historical Non-Fuel Startup costs are more than one hundred percent (100%) of the Resource Category Non-Fuel Startup Costs (RCNFSC), the QSE shall provide documentation for such costs.  Non-fuel start-up costs are limited to the costs associated with water, chemicals, labor and start-up power used in the start-up of the Resource.  Supporting documentation shall include an itemized list in sufficient detail to allow for the verification of each cost incurred due to the OOMC Service.

(B)
Generic Resource Category Non-Fuel Startup Costs (RCNFSC) as defined below.  If the QSE chooses to use RCNFSC, all subsequent requests for non-fuel startup cost-based recovery requested by the QSE for the remainder of the calendar year for the specific deployed Resource shall be based on the RCNFSC.


Resource Category Non-Fuel Startup Costs (RCNFSC)

For the purpose of documentation, the RCNFSC represents the startup cost (excluding fuel) of capacity used for RPRS.  The RCNFSC for each type of Resource shall be:

Combined Cycle greater than 90 MW** = $6,810

Combined Cycle less than or equal to 90 MW** = $5,310

Gas-Steam Supercritical Boiler = $4,800

Gas-Steam Reheat Boiler = $3,000

Gas-Steam Non-reheat or boiler without air-preheater = $2,310

Simple Cycle greater than 90 MW = $5,000

Simple Cycle less than or equal to 90 MW = $2,300

Renewable = $0

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

(iv)
Operational Fuel Cost, which shall be determined by multiplying the fuel consumption (MMBtu) at the LSL of the Resource by its associated fuel cost ($/MMBtu) for the intervals covered by the OOMC Instruction.  Fuel consumption at the LSL shall be based upon a heat rate curve for the Resource from the most recently conducted heat rate tests filed with ERCOT.  Test data shall be provided in sufficient detail to allow ERCOT to validate the heat rate curve provided.
(v)
Operational Emission-related Cost, which shall be determined by multiplying the amount of emissions produced by the Resource at its LSL by the associated emission allowance cost ($/ton) for the intervals covered by the OOMC instruction.  The amount of emissions produced at the LSL shall be based upon a certified emission rate curve for the Resource.  The form of the certified emission rate curve shall be:

CECR = A + (B*x) + (C*x2)+ (D*x3) + (E*x4)

Where,

CEC = Certified Emission Rate Curve (lbs/MMBtu/hour)

A, B, C, D and E are coefficients specific to the Resource

R = Resource

x = MW

This emission rate curve shall be certified by an officer of the Resource owner as being accurate and representative of the Resource emissions and filed with ERCOT and may be different for each different emission product.  
(A) For NOx emissions, the equation for Operational Emission-related Cost for OOMC is:

OECOOMC ($) = (CECLSL/2000) * FLSL * EACNOX * NLSL 

Where,

CECLSL = A + (B*LSL) +(C*LSL2) + (D*LSL3) + (E*LSL4)

A, B, C, D and E are coefficients specific to the Resource
OECOOMC = Operational Emission-related Cost for OOMC

LSL = MW at LSL
FLSL = Fuel burn in MMBtu/hour at LSL (from Resource I/O curve)

EACNOX =  Actual NOx emissions allowance cost or NOx Emissions Index Price (NOxEAIP) ($/ton) whichever is applicable
NLSL = number of intervals the Resource is at LSL for the OOMC instruction

(vi)
Variable non-fuel maintenance cost (in dollars per MWh) for a specific deployed Resource, which shall be calculated based on: actual itemized variable maintenance costs contained in contracts with a third party or the manufacturer’s recommended maintenance schedule and associated costs.  Supporting documentation will be the corresponding excerpt of the appropriate contract from the third party or the maintenance schedule.

(vii)
Fuel cost for bringing the unit Off-line from LSL as soon as possible (not to exceed three (3) hours) after the end of the OOMC period, in a manner consistent with Good Utility Practices, shall be determined by multiplying the fuel consumption (MMBtu) to bring the Resource Off-line by the associated fuel cost ($/MMBtu) minus the MCPE multiplied by the actual generation for shut down.  Fuel quantity will be based on the Real Time metering of the fuel consumption for the Resource.

(viii)
Unavoidable costs directly resulting from a delay in an accepted Outage for a Generating Resource due to an OOMC instruction.  Supporting documentation shall include an itemized list in sufficient detail to allow for the verification of each cost incurred due to the Outage delay.  Further documentation supporting each line item must be provided upon ERCOT’s request and may include copies of contracts, vendor invoices or other documents.

(ix)
ERCOT nodal implementation surcharge (in dollars per MWh) for a specific Resource, as calculated in Section 9.7.6, or every interval in which the Resource operates at its LSL.

(i)
Compensation for types of cost, whose documentation requirements are not covered in paragraphs (5)(h)(i) through (5)(h)(ix) above for the deployed Resource, will be denied pending possible review by the ERCOT Board.  The requesting QSE may request approval of the documentation requirements by the ERCOT Board, and if requested will be considered by the ERCOT Board at its next regularly scheduled meeting for which proper notice may be posted following ERCOT’s receipt of the request.  The requesting party may request that this review be conducted at an Executive Session of the ERCOT Board.  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 requests of a similar nature.  Subsequent to the approval of such costs, the requesting company shall submit a Protocol Revision Request (PRR), in accordance with Section 21, Process for Protocol Revision, incorporating the necessary documentation standards provided to the ERCOT Board.  Once approved by the ERCOT Board, ERCOT will process the request for payments as described in Section 9.2.5, Resettlement Statement.

(j)
Submit a signature sheet signed by the Authorized Representative of the Resource Entity certifying the costs submitted are directly attributable to the OOMC deployment and which satisfies the documentation standards in paragraph (5)(h) above.
(6)
The calculation for capacity payments and minimum energy of Out of Merit Service is as follows:

PCOOMRPqi
=
SUM (PCOOMRPqui)u

If BPRPqui exists,

Then:

PCOOMRPqui
=
-1* MIN [(BPRPqui * COOMRPui),  (PSui + POui)]

Else:

PCOOMRPqui
=
-1 * (PSui + POui)

If the unit is deemed to be On-line as described in paragraph (4) above,

Then:

PSui
=
0

POui
=
SUM [(RCGMECc – MCPEjz) * MIN (MINCAPu/4, MRuj)]j
If the unit is deemed to be Off-line as described in paragraph (2) above,

Then:

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

	[PRR676:  Replace the formula (above) with the following, upon system implementation:]

PSui
=
[Max(0, RCGSCc – (SUMs(MCPEwz * MRuw)))] / (# of instructed hours)


POui
=
SUM [(RCGMECc – MCPEjz) * MIN (MINCAPu/4, MRuj)]j

If the unit is not a nuclear, hydro, coal or lignite unit and continues to remain On-line after the instructed intervals as described in paragraph (3) above,

Then:

CRCGSC
=
SUMa [(MCPEaz – RCGFCc) * MRua]

If CRCGSC
>
0 and [RCGSCc – SUMs(MCPEwz * MRuw)] > 0

Then:

PSui
=
Max(0, {RCGSCc – SUMs(MCPEwz * MRuw)-CRCGSC} / (# of instructed hours))

POui
=
SUM [(RCGMECc – MCPEjz) * MIN (MINCAPu/4, MRuj)]j

If CRCGSC 
≤
0

Then:

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

	[PRR676:  Replace the formula (above) with the following, upon system implementation:]

PSui 
=
{[Max(0, RCGSCc – (SUMs(MCPEwz * MRuw)))] / (# of instructed hours)}


POui
=
SUM [(RCGMECc – MCPEjz) * MIN (MINCAPu/4, MRuj )]j

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.

PCOOMRPi
=
SUM (PCOOMRPqi)q

Where:

a
Settlement Intervals beginning three (3) hours after the end of an OOMC Dispatch Instruction and continuing until the unit goes Off-line, the end of the Operating Day, or the next Resource-specific deployment, whichever occurs first

c
Resource Category

i
hourly interval

j
Settlement Intervals within the hourly interval, i

q
QSE

s
The twelve (12) Settlement Intervals prior to the Dispatch Instruction

u
single Resource

w
Settlement Interval prior to the Dispatch Instruction

z
zone

BPRPqui
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

CRCGSC
Charge against the Resource Category Generic Startup Cost due if the generation unit continues to run past a Dispatch Instruction.

MCPEaz
MCPE during a Settlement Interval between the end of a Dispatch Instruction and the unit going Off-line, the end of the Operating Day, or the next OOMC deployment, whichever occurs first

MCPEjz
MCPE during a Settlement Interval within the hourly interval, i

MCPEwz
MCPE for a Settlement Interval prior to the Dispatch Instruction

MINCAPu
Generating unit LSL as reported in the Resource Plan

MRua
Actual metered output of the Resource during a Settlement Interval between the end of a Dispatch Instruction and the unit going Off-line, the end of the Operating Day, or the next OOMC deployment, whichever occurs first
MRuj
Actual metered output of the Resource during a Settlement Interval within the hourly interval, i

MRuw
Actual metered output of the Resource for a Settlement Interval prior to the Dispatch Instruction

PCOOMRPi
Summation of Out of Merit Order (OOM) Replacement Capacity Payment ($) per interval for all QSEs in the market

PCOOMRPqi
Total OOM Replacement Reserve Capacity Payment ($) by interval for that QSE (All OOM single Resources added together for that QSE)

PCOOMRPqui 
OOM Replacement Reserve Capacity Payments by single Resource by interval for that QSE

POui
Price for operating a unit that is selected OOM to provide Balancing Energy
PSui
Price for starting a unit that is selected OOM to provide Balancing Energy
RCGFCc
Resource Category Generic Fuel Cost for a specific category for upward instructions
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

6.8.2.3
Energy Payments

(1)
Whenever a Generation Resource is called for OOME Up or Zonal OOME Up, the QSE will receive any Resource Imbalance payment it is entitled to receive as specified in Section 6.8.1.13, Resource Imbalance.  In addition, an OOME payment adjustment will be made such that the resulting total payment to the Resource(s) is equal to the higher of either: (a) Resource Category Generic Fuel Cost (RCGFC) for the Resource(s); or (b) the MCPE for the Congestion Zone.

(2)
The calculation for Generation Resources OOME Up or Zonal OOME Up is as follows:

PEOOMUPiq 
=
SUM (PEOOMUPiuq)uq+ SUM (PEOOMUPivq)vq

Where:

PEOOMUPiuq
=
-1 * EOOMUPiuq * Max [(RCGFCc - MCPEiz), 0]

EOOMUPiuq
=
Max (0, Min ((MRiuq - OLiuq), IOOMUPiuq))

PEOOMUPivq
=
-1 * EOOMUPivq * Max [(RCGFCc - MCPEiz), 0]

EOOMUPivq
=
Max (0, Min ((MRivq – OLivq), NETUEQivq)) * OOMAGRivq
The equation below will be used to determine the Total OOM Energy Payments to be allocated to each QSE in Section 6.9.7.2, OOM Energy Charge.

PEOOMUPi 
=
SUM (PEOOMUPiu)  + SUM (PEOOMUPiv)

NETUEQivq
=
Max(0,((NETOOMUEQivq + NETLBEUQivq) – (NETOOMDEQivq + NETLBEDQivq))
NETOOMUEQivq 
=
Max(0, (SUM(IOOMUPqui)u – SUM(IOOMDNqui)u))
NETLBEUQivq 
=
Max(0, (SUM(LBEUQqui)u – SUM(LBEDQqui)u))
NETOOMDEQivq
=
Max(0, (SUM(IOOMDNqui)u – SUM(IOOMUPqui)u))
NETLBEDQivq 
=
Max(0, (SUM(LBEDQqui)u – SUM(LBEUQqui)u))

OOMAGRivq
=
[SUM(IOOMUPqui)u + SUM(IOOMDNqui)u] / [SUM(LBEUQqui)u + SUM(LBEDQqui)u + 
SUM(IOOMUPqui)u + SUM(IOOMDNqui)u]

Where:

c
Resource category

i
interval

u
individual Generation unit (including units within an Aggregated Unit)

v
Aggregated Unit

z
zone

q
QSE

MCPEiz
MCPE for that interval of the zone in which unit resides

PEOOMUPiuq
OOME Up Payment ($) for that interval per unit per QSE

PEOOMUPivq
OOME Up Payment ($) for that interval per Aggregated Unit per QSE

PEOOMUPiq
OOME Up Payment ($) for that interval per QSE

PEOOMUPi
Summation of OOME Up Payment ($) per interval for all QSEs in the market

EOOMUPiuq
OOM Up quantity deployed for that unit per interval per QSE

EOOMUPivq
OOM Up quantity deployed for that Aggregated Unit per interval per QSE

IOOMUPiuq
OOM Energy Up Instructions for that interval for that unit converted to MWh for that interval by dividing by the interval count per hour (four (4) per hour for 15-minute Settlement Interval)

IOOMDNiuq
OOM Energy Down Instructions for that interval for that unit converted to MWh for that interval by dividing by the interval count per hour (four (4) per hour for 15-minute Settlement Interval)

MRiuq
Meter reading for that unit for that interval per QSE

MRivq
Meter reading for that Aggregated Unit for that interval per QSE
OLiuq
Resource Plan output level submitted by the QSE for the specific unit given the OOM instruction for that interval.

OLivq
Resource Plan output level submitted by the QSE for the Aggregated Unit containing the specific unit given the OOM instruction for that interval.

RCGFCc
Resource Category Generic Fuel Cost for a specific category
NETOOMUEQivq The net of all unit-specific OOM instructions (Up minus Down) that result in a positive value
NETLBEUQivq
The net of all unit-specific Local Balancing Energy Instructions (Up minus Down) that result in a positive value
NETOOMDEQivq The net of all unit-specific OOM instructions (Down minus Up) that result in a positive value
NETLBEDQivq The net of all unit-specific Local Balancing Energy Instructions (Down minus Up) that result in a positive value
LBEUQqui
Local Balancing Energy Up Instructions for that interval per specific unit

LBEDQqui
Local Balancing Energy Down Instructions for that interval per specific unit

NETUEQiv
The overall net direction per the instructions given to the Aggregated Unit results in an up direction

OOMAGRiv 
The percentage of the aggregated instructions to the Aggregated Unit that represents the OOM Energy market
(a)
The Nodal Market implementation requires Early Delivery System (EDS) testing.  During the EDS 3 R6.3 Load Frequency Control (LFC) testing as documented by ERCOT’s issuance of Dispatch Instructions to perform the test, the formula in paragraph (2) above will be modified in the following way:

IOOMUPiuq
=
¼ * (
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IOOMDNiuq
=
¼ * (
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LBEUQqui
=
¼ * (
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LBEDQqui
=
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Where:

IOOMUPiuq 
OOM Energy Up Instructions - The Generation Resource’s aggregated MW output level for the Resource produced by the Security Constrained Economic Dispatch (as defined in the ERCOT Nodal Protocols; hereinafter, “SCED”) process (Base Point) for the 15-minute Settlement Interval corresponding with an OOME Up deployment.

IOOMDNiuq
OOM Energy Down Instructions - The Generation Resource’s aggregated Base Point for the 15-minute Settlement Interval corresponding with an OOME Down deployment.

LBEUQqui
Local Balancing Energy Up Instructions - The Generation Resource’s aggregated Base Point for the 15-minute Settlement Interval corresponding with a Local Balancing Energy Up deployment.

LBEDQqui
Local Balancing Energy Down Instructions - The Generation Resource’s aggregated Base Point for the 15-minute Settlement Interval corresponding with an Local Balancing Energy Down deployment.

BP y
Base Point by interval - The Base Point generated from the SCED test system for the Generation Resource for the SCED interval y within a 15-minute Settlement Interval where an OOME or Local Balancing Energy deployment occurred.

TLMP y
Duration of SCED interval per interval - The duration of the portion of the SCED interval y within a 15-minute Settlement Interval where an OOME or Local Balancing Energy deployment occurred.

y
A SCED interval in the Settlement Interval.  The summation is over the total number of SCED runs that cover the 15-minute Settlement Interval where an OOME or Local Balancing Energy deployment occurred.

i
15-minute Settlement Interval.

u
Individual generation unit (including units within an Aggregated Unit).

q
QSE.

(i)
During EDS 3 R6.3 LFC testing, when a combined cycle Generation Resource receives SCED Base Points at the Combined Cycle Configuration (as defined in the ERCOT Nodal Protocols) level, ERCOT will use MW telemetry based splitting percentages to allocate any OOME or Local Balancing Energy Instructions, as calculated in paragraph (2)(a) above, to each individual unit that makes up the Combined Cycle Configuration for each 15-minute Settlement Interval.

(ii)
If, after receiving the Initial Statement for the Operating Day on which EDS 3 R6.3 LFC testing occurred as documented by Dispatch Instruction(s) to the QSE for a specific test period, a QSE does not agree with the updated Instructed Output level or payment for OOME or Local Balancing Energy, a QSE may submit a settlement and billing dispute in accordance with the process outlined in Section 9.5, Settlement and Billing Dispute Process.  In addition to the standard information required on the dispute form, the dispute should clearly reference the EDS 3 R6.3 LFC test and indicate the disputed Settlement Intervals involved in the test.  

(3)
If ERCOT sends a Resource-specific Dispatch Instruction for OOME Up or Zonal OOME Up Service and the payment for OOME Service does not cover all costs of providing the service, then that QSE may submit verifiable, additional costs directly attributable to the OOME Dispatch Instruction, which exceed the payment for OOME Service calculated pursuant to paragraph (2) above.  Verifiable costs are subject to the approved documentation requirements in paragraph (4)(h) below.  These costs may include the cost of exceeding swing gas contract limits, additional gas Demand costs set by the fuel supply or transportation contracts, nodal implementation surcharge, and any additional costs to purchase emissions allowances or other costs incurred due to environmental regulations.  Verification of these costs must be submitted to ERCOT by the QSE or the Resource to allow resolution by the end of the dispute process for Settlement True-Up as defined in Section 9.2.6, True-Up Statement.

(4)
If a QSE requests cost-based recovery, the entire payment will be based solely on verifiable costs.  
(a)
After receiving the Initial Settlement Statement for the subject Operating Day, the QSE shall submit a settlement dispute in accordance with the dispute process outlined in Section 9.5.  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 OOME Services;

(ii)
The payment received for providing the OOME Service;

(iii)
The actual cost of providing the OOME Service; and
(iv)
A reference to the documentation to be provided in writing as indicated in these Protocols.
(b)
The QSE shall provide written documentation to allow ERCOT to verify the claimed amounts.  All documentation submitted to ERCOT for verification pursuant to paragraph (4)(h) below shall be considered Protected Information in accordance with Section 1.3.1.1, Items Considered Protected Information.
(c)
ERCOT shall not make payments for verifiable cost outside the defined documentation requirements until after the QSE has followed the steps outlined in paragraph (4)(h) below and the ERCOT Board has approved the documentation requirements.
(d)
Fuel costs, including transportation and storage 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.  For gas fired Resources, such documentation will not be required if the requested incremental fuel cost is less than one hundred ten percent (110%) of the FIP.
(e)
For oil fired Resources, such documentation will not be required if the requested incremental fuel cost is less than one hundred ten percent (110%) of the Fuel Oil Price (FOP).
(f)
For any Resource claiming Nitrogen Oxide (NOx) emissions allowances as part of the Operational Emission-related Cost, the Resource Entity may provide documentation supporting actual cost of emissions allowances used to comply with the OOME instruction.  Such documentation will not be required if the requested emissions allowance cost is less than one hundred ten percent (110%) of the applicable NOx Emissions Allowance Index Price (NOxEAIP). 
(g)
The Resource Entity shall provide to ERCOT an attestation signed by an officer of the Resource Entity, in a form acceptable to ERCOT, specifying the type of fuel oil used.

(h)
Defined Documentation Requirements

(i)
Operational Fuel Cost for providing the OOME Service shall be determined by multiplying the change in instructed energy (MWh) due to the OOME instruction by the associated Marginal Heat Rate (MMBtu/MWh) and the associated fuel cost ($/MMBtu) of the instructed Resource for the intervals that the Resource was procured to provide the OOME Service.
(ii)
The Marginal Heat Rate shall be determined by subtracting the total amount of fuel burn of the Resource (in MMBtu/hr) based on the planned output shown in the Resource Plan from the total amount of fuel burn (in MMBtu/hr) based on the lesser of the instructed level of the Resource or the actual Resource output, dividing the result by the net change in output level from the Resource Plan to the lesser of the instructed level of the Resource or the actual output of the unit (in MW).  The amount of fuel consumed (in MMBtu) to provide OOME Service shall be calculated from the input/output curve coefficients or linear interpolation of test data points for the Resource from the most recently conducted heat rate tests filed with ERCOT.  Test data shall be provided in sufficient detail to allow for the validation of the heat rate curve provided.

(iii)
 Operational Emission-related Cost (OEC) shall be determined by multiplying the change in instructed energy (in MWh) due to the OOME instruction by the associated marginal emission production rate (tons/MWh) by the associated emission allowance cost ($/ton) of the instructed Resource for the intervals covered by the OOME deployment. 
The marginal emission production rate shall be determined by subtracting the total amount of emission production of the Resource (in tons/hr) based on the planned output shown in the Resource Plan from the total amount of emission production (in tons/hr) based on the lesser of the instructed level of the Resource or the actual Resource output, dividing the result by the net change in output level from the Resource Plan to the lesser of the instructed level of the Resource or the actual output of the unit (in MW).  
The equation for this calculation is:

MEPR = [(Min(EPACTUAL, EPINST) – EPSCH)/2000)]/[(Min(MWACTUAL, MWINST) – MWSCH]

Where,

EPACTUAL = Emission production rate based on actual Resource output during the OOME deployment (lbs/hour)as calculated below.

EPSCH = Emission production rate based on scheduled Resource output in the Resource Plan during the OOME deployment (lbs/hour)as calculated below.

EPINST = Emission production rate based on instructed Resource output during the OOME deployment (lbs/hour) as calculated below.

MWACTUAL = Actual MW loading of the Resource during the OOME deployment

MWSCH = Scheduled MW loading of the Resource in the Resource Plan during the OOME deployment  

MWINST = Instructed amount of MW loading of the Resource by ERCOT during the OOME deployment
The amount of emissions production rate (EPx) to provide OOME Service shall be calculated from the certified emission rate curve for the Resource.  The equation of the certified emission rate curve is:

CECR = A + (B*x) + (C*x2)+ (D*x3) + (E*x4)
Where,

CEC = Certified Emission Curve (lbs/MMBtu/hour)

A, B, C, D and E are coefficients specific to the Resource 
R = Resource

x = MW
Such that:

EPx = CECR * FRx
Where,
EPx = Emission production rate based on the Resource output (lbs./hour)

x = Resource output to use in CECR for Actual, Scheduled and Instructed (MW)

CECR = Certified Emission Rate Curve (tons/MMBtu/hour)

FRx = Fuel consumed on the Resource at the Actual, Scheduled and Instructed levels determined from the Resource I/O curve (MMBtu)

This emission rate curve shall be certified by an officer of the Resource owner as being accurate and representative of the Resource emissions and filed with ERCOT and may be different for each different emission product. 
(A) The equation for calculation of the Operational Emissions-related Cost for NOx  emissions (OECNOX) for an OOME deployment is:

OECNOX = EOOME * MEPRNOX * EACNOX
Where:
EOOME = Incremental energy produced due to the OOME deployment (MWh)

MEPRNOX = Marginal NOx Emission Production Rate as calculated in above paragraph iii equations (tons/MWh)

EACNOX =  Actual NOx emissions allowance cost or NOx Emissions Index Price (NOxEAIP) ($/ton) whichever is applicable

(iv)
ERCOT nodal implementation surcharge for providing OOME Service shall be calculated by multiplying the change in instructed energy (MWh) due to the OOME instruction by the Nodal surcharge factor (NODSF) ($/MWh).

(v)
Compensation for types of cost, whose documentation requirements are not covered in paragraphs (4)(h)(i) through (4)(h)(iv) above for the deployed Resource, will be denied pending possible review by the ERCOT Board.  The requesting QSE may request approval of the documentation requirements by the ERCOT Board, and if requested will be considered by the ERCOT Board at its next regularly scheduled meeting for which proper notice may be posted following ERCOT’s receipt of the request.  The requesting party may request that this review be conducted at an Executive Session of the ERCOT Board.  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 requests of a similar nature.  Subsequent to the approval of such costs, the requesting company shall submit a Protocol Revision Request (PRR), in accordance with Section 21, Process for Protocol Revision, incorporating the necessary documentation standards provided to the ERCOT Board.  Once approved by the ERCOT Board, ERCOT will process the request for payments as described in Section 9.2.5, Resettlement Statement.

(vi)
Submit a signature sheet signed by the Authorized Representative of the Resource Entity certifying the costs submitted are directly attributable to the OOME deployment and which satisfies the documentation standards in paragraph (4)(h) above.

(5)
Whenever a Generation Resource is called on for OOME Down or Zonal OOME Down, the QSE will be paid an energy payment equal to the total amount of energy to be reduced by the Resource, multiplied by the greater of: (a) the difference between (i) the MCPE of the Congestion Zone and (ii) the RCGFC for that Resource or (b) $0.00.  The calculation for OOME Down is as follows:

PEOOMDNiuqz
=
-1 * EOOMDNiu  * Max (0,(MCPEiz-RCGFCc))

EOOMDNiu 
= 
Max (0, Min((OLuiq - MRiu ),IOOMDNiuq))

PEOOMDNivqz
=
-1 * EOOMDNiv  * Max (0,(MCPEiz-RCGFCc))

EOOMDNiv 
=
Max (0,Min((OLivq - MRivq ), NETDEQivq)) * OOMAGRivq
PEOOMDNiq
=
SUM (PEOOMDNiu)q + SUM (PEOOMDNiv)q

PEOOMDNiz
=
SUM (PEOOMDNiu)z + SUM (PEOOMDNiv)z
The equation below will be used to determine the Total OOM Down or Zonal OOM Down Payments to be allocated to each QSE in Section 6.9.7.2.

PEOOMDNi = SUM (PEOOMDNiq)q
NETDEQivq
=
Max [0, ((NETOOMDEQivq + NETLBEDQivq) –
(NETOOMUEQivq + NETLBEUQivq))]
NETOOMUEQivq 
=
Max(0, (SUM(IOOMUPqui)u – SUM(IOOMDNqui)u))
NETLBEUQivq 
=
Max(0, (SUM(LBEUQqui)u – SUM(LBEDQqui)u))
NETOOMDEQivq
=
Max(0, (SUM(IOOMDNqui)u – SUM(IOOMUPqui)u))
NETLBEDEQivq 
=
Max(0, (SUM(LBEDQqui)u – SUM(LBEUQqui)u))

OOMAGRivq
=
[SUM(IOOMUPqui)u + SUM(IOOMDNqui)u] / 
[SUM(LBEUQqui)u + SUM(LBEDQqui)u + 
SUM(IOOMUPqui)u + SUM(IOOMDNqui)u]

Where:

c
Resource category

i
interval

u
individual Generation unit (including units within an Aggregated Unit)

v
Aggregated Unit

z
zone

q
QSE

PEOOMDNiuqz
OOME Down Payment ($) for that interval per unit for the QSE

PEOOMDNivqz
OOME Down Payment ($) for that interval per Aggregated Unit per QSE

PEOOMDNiq
Total OOME Down Payment in the interval for the QSE

PEOOMDNiz
OOME Down Payment ($) per interval per zone

PEOOMDNiv
OOME Down Payment ($) per interval per zone to Aggregated Units

EOOMDNiu 
OOM Energy quantity instructed down for that unit per interval

EOOMDNiv 
OOM Energy quantity instructed down for that Aggregated Unit per interval

MCPEiz
MCPE per interval for that zone

IOOMUPiuq
OOM Energy Up Instructions for that interval for that unit converted to MWh for that interval by dividing by the interval count per hour (four (4) per hour for 15-minute Settlement Interval)

IOOMDNiuq
OOM Energy Down Instructions for that interval for that unit converted to MWh for that interval by dividing by the interval count per hour (four (4) per hour for 15-minute Settlement Interval)

MRiu
Meter reading per unit per interval

MRiv
Meter reading per Aggregated Unit per interval

OLiuq
Resource Plan submitted by the QSE for the specific unit given the OOM instruction for that interval
OLivq
Resource Plan submitted by the QSE for the Aggregated Unit containing the individual unit(s) given the OOM instruction for that interval
RCGFCc
Resource Category Generic Fuel Cost for a specific category as defined in Section 6.8.2, Capacity and Energy Payments for Out-of-Merit or Zonal OOME Service
PEOOMDNi
Total OOM Down Energy Payments

LBEUQqui
Local Balancing Energy Up Instructions for that interval per specific unit

LBEDQqui
Local Balancing Energy Down Instructions for that interval per specific unit

NETOOMUEQivq The net of all unit-specific OOM instructions (Up minus Down) that result in a positive value
NETLBEUQivq The net of all unit-specific Local Balancing Energy Instructions (Up minus Down) that result in a positive value.

NETOOMDEQivq The net of all unit-specific OOM instructions (Down minus Up) that result in a positive value
NETLBEDQivq The net of all unit-specific Local Balancing Energy Instructions (Down minus Up) that result in a positive value
NETDEQiv
The overall net direction per the instructions given to the Aggregated Unit results in a down direction

OOMAGRiv 
The percentage of the aggregated instructions to the Aggregated Unit that represents the OOM Energy market.

(a)
The Nodal Market implementation requires EDS testing.  During the EDS 3 R6.3 LFC testing as documented by ERCOT’s issuance of Dispatch Instructions to perform the test, the formula in paragraph (5) above will be modified in the following way:

IOOMUPiuq
=
¼ * (
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IOOMDNiuq
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¼ * (
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LBEUQqui
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¼ * (
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LBEDQqui
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Where:

IOOMUPiuq 
OOM Energy Up Instructions - The Generation Resource’s aggregated Base Point for the 15-minute Settlement Interval corresponding with an OOME Up deployment.

IOOMDNiuq
OOM Energy Down Instructions - The Generation Resource’s aggregated Base Point for the 15-minute Settlement Interval corresponding with an OOME Down deployment.

LBEUQqui
Local Balancing Energy Up Instructions - The Generation Resource’s aggregated Base Point for the 15-minute Settlement Interval corresponding with a Local Balancing Energy Up deployment.

LBEDQqui
Local Balancing Energy Down Instructions - The Generation Resource’s aggregated Base Point for the 15-minute Settlement Interval corresponding with an Local Balancing Energy Down deployment.

BP y
Base Point by interval - The Base Point generated from the SCED test system for the Generation Resource for the SCED interval y within a 15-minute Settlement Interval where an OOME or Local Balancing Energy deployment occurred.

TLMP y
Duration of SCED interval per interval - The duration of the portion of the SCED interval y within a 15-minute Settlement Interval where an OOME or Local Balancing Energy deployment occurred.

y
A SCED interval in the Settlement Interval.  The summation is over the total number of SCED runs that cover the 15-minute Settlement Interval where an OOME or Local Balancing Energy deployment occurred.

i
15-minute Settlement Interval.

u
Individual generation unit (including units within an Aggregated Unit).

q
QSE.

(i)
During EDS 3 R6.3 LFC testing, when a combined cycle Resource receives SCED Base Points at the Combined Cycle Configuration (as defined in the ERCOT Nodal Protocols) level, ERCOT will use MW telemetry based splitting percentages to allocate the OOME or Local Balancing Energy Instructions, as calculated in paragraph (5)(a) above, to each individual unit that makes up the Combined Cycle Configuration for each 15-minute Settlement Interval.

(ii)
If, after receiving the Initial Statement for the Operating Day on which EDS 3 R6.3 LFC testing occurred as documented by Dispatch Instruction(s) to the QSE for a specific test period, a QSE does not agree with the updated Instructed Output level or payment for OOME or Local Balancing Energy, a QSE may submit a settlement and billing dispute in accordance with the process outlined in Section 9.5.  In addition to the standard information required on the dispute form, the dispute should clearly reference the EDS 3 R6.3 LFC test and indicate the disputed Settlement Intervals involved in the test.

(6)
If a wind Resource is called upon to provide OOME Down Service and the normal payment for OOME Service is insufficient to cover actual verifiable costs of providing the service, then that Resource may file a claim with ERCOT to be paid the lower of:

(a)
All verifiable costs that are directly attributable to the OOME service; or

(b)
MaxCap * CCF * Curtail% * Hrs *CRP

Where:

MaxCap:
Registered Maximum Capacity of the Resource (MW)

CCF:
Capacity Conversion Factor (CCF) as defined at thirty percent (30%)
Curtail%:
Set at fifteen percent (15%) for the period July 1, 2002 through June 30, 2003; ten percent (10%) for the period July 1, 2003 through June 30, 2004; and five percent (5%) from July 1, 2004 and thereafter.

Hrs:
Total number of hours in the month

CRP:
Price paid for curtailment, $27/MWh
The verifiable costs of providing the service shall be provided to ERCOT in writing from the QSE, certified by an Authorized Representative of the Resource and within a timeframe to allow resolution by the end of the dispute process for Settlement True-Up.  Verifiable costs under paragraph (a) above shall be based on the actual verifiable MW production that the unit could have produced based on actual operating and maintenance conditions and actual wind speeds.  Verifiable costs must be established in order for a claim to be valid even if paid under paragraph (b) above.

A wind Resource filing a claim under this paragraph (6) must provide actual production and actual wind speed data for the entire month of the claim.  ERCOT will review this data for all hours of the month.  In the event ERCOT determines that it paid the Resource for any OOME down service in any hour of the month that the actual wind speed data show could not have actually been provided, then ERCOT shall deduct any such excess payment from the payment otherwise payable under paragraph (a) or (b) above.  A wind Resource filing a claim under this paragraph (6) shall also provide an affidavit indicating that the wind Resource, or its Affiliate(s), has tax liability sufficient to fully utilize any lost credits claimed to offset taxes for the year in which the credit would have been received.

This provision will expire at the earlier of:

(i)
December 31, 2006;

(ii)
When ERCOT implements direct assignment of Local Congestion costs in accordance with the Public Utility Commission of Texas’s (PUCT’s) Order on Rehearing in Petition of the Electric Reliability Council of Texas (ERCOT) for Approval of the ERCOT Protocols, Docket 23220; or

(iii)
Within one (1) month after accumulated verifiable costs paid under this paragraph (6) reach ten million dollars ($10,000,000).

(7)
Whenever a Load acting as a Resource (LaaR) is called for OOME Up, the QSE will receive an OOME payment of the instructed amount of OOME Up provided by the Load acting as a Resource multiplied by a price equal to item (a) minus item (b), as defined below:

(a)
The lower of the:

(i)
Sum of the bid premium submitted by the specific LaaR and the MCPE for the Congestion Zone; or

(ii)
The OOME Up Price.

(b)
The MCPE for the Congestion Zone.

OOME Up Price is determined by multiplying the Fuel Index by the appropriate Heat Rate.  The Heat Rate will be set at eighteen (18) MMBtu / 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 Statement.

The calculation for OOME Up for LaaRs is as follows:

PEOOMUPiq 
=
SUM (PEOOMUPiuq)uq

Where:

PEOOMUPiuq
=
-1 * EOOMUPiuq * [Max [Min ((FI * HR), (BPiuq + MCPEiz)), MCPEiz] - MCPEiz]
EOOMUPiuq
=
Max (0, Min (OLiuq - LAARTOT), IOOMUPiu))

The equation below will be used to determine the Total OOM Energy Payments to be allocated to each QSE in Section 6.9.7.2.

PEOOMUPi 
= SUM(PEOOMUPiu)

Where:

i
interval

q
QSE

u
unit

z
zone

FI
Fuel Index ($/Btu)

HR
The standard Heat Rate for OOM of a LaaR is eighteen (18) MMBtu

EOOMUPiuq
OOM Up quantity deployed for that unit per interval per QSE

IOOMUPiu
The difference between the Resource Plan and the OOM Energy Up Instructions for that interval for that unit converted to MWh for that interval by dividing by the interval count per hour (four (4) per hour for 15-minute Settlement Interval)

BPiuq
Actual Bid Premium Up bid price submitted by the specific LaaR 

LAARTOT
Actual Electric Service Identifier (ESI ID) usage

MCPEiz
MCPE for that interval of the zone in which unit resides

OLiuq
Resource Plan output level submitted by the QSE for the specific Resource given the OOM instruction for that interval

PEOOMUPi
Summation of OOME Up Payment ($) per interval for all QSEs in the market

PEOOMUPiq
OOME Up Payment ($) for that interval per QSE

PEOOMUPiuq
OOME Up Payment ($) for that interval per unit per QSE

If a LaaR is called to provide OOME Up service and the payment for OOME service is insufficient to cover all costs of providing the service, then that LaaR will be paid, in addition to the energy payment, all verifiable costs in excess of the OOME payment that are directly attributable to the OOME Service.  These costs may include the cost of lost raw material, product rendered unusable, idled labor, clean up cost associated with the deployment required to restart production.  In addition incremental production cost such as labor, energy and material, as well as any incremental energy cost associated with running backup generation may also be included.  Idled labor will only be allowed if the OOME instruction is longer than three (3) hours in duration.  Such payment will not exceed one thousand dollars ($1,000) per MWh for the duration of the deployment plus an additional restart period not to exceed three (3) hours.  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.

Compensation for types of cost, whose documentation requirements are not outlined in this paragraph (7), must be reviewed and approved by the ERCOT Board 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 requests of a similar nature.  Subsequent to the approval of such costs, the requesting company shall submit a Protocol Revision Request (PRR), in accordance with Section 21, incorporating the necessary documentation standards provided to the ERCOT Board.  Once approved by the ERCOT Board, ERCOT will process payments for such cost on a Resettlement Statement as described in Section 9.2.5.
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