PRS Report


	NPRR Number
	231
	NPRR Title
	Remove RMR Units from the Day-Ahead Market

	Timeline
	Normal
	Action
	Referred

	Date of Decision
	June 17, 2010

	Proposed Effective Date
	To be determined.

	Priority and Rank Assigned
	To be determined.

	Nodal Protocol Sections Requiring Revision
	4.1, Introduction

4.2.1.1, Ancillary Service Plan
4.4.8, RMR Offers (deleted)

4.6.2.1, Day-Ahead Energy Payment
4.6.2.3.1, Day-Ahead Make-Whole Payment

4.6.2.3.2, Day-Ahead Make-Whole Charge

	Revision Description
	This Nodal Protocol Revision Request (NPRR) removes ERCOT’s ability to submit Three-Part Supply Offer curves for any Generation Resource providing Reliability Must-Run (RMR) Service from participation in the Day-Ahead Market (DAM) and the Day-Ahead Reliability Unit Commitment (DRUC) process.  However, ERCOT will still have the ability to use an RMR Resource to resolve local congestion issues through a Verbal Dispatch Instruction (VDI).
This NPRR also proposes non-substantive administrative changes, such as correcting acronym and defined term usage.  These are shown below with the author “ERCOT Market Rules.”

	Reason for Revision
	Generation Resources providing RMR Service are typically needed only for maintaining local reliability until additional transmission or generation is constructed to eliminate the need for such service.  Since their prices are fixed by contract and thus, not competitively priced, ERCOT should not be allowed to utilize such Resources in the ERCOT competitive market.  Furthermore, RMR contracts are structured to capture fixed costs and energy costs associated with the Resource, not start or minimum generation costs, which are key parts of any Three-Part Supply Offer curve submitted by a competitive Resource.

	Overall Market Benefit
	Ensures that non-market-based Generation Resources contracted by ERCOT to provide RMR Service solely for reliability reasons will be available for Dispatch by ERCOT only through the VDI process to resolve local reliability issues when appropriate. 

	Overall Market Impact
	Prevents distortion of DAM and DRUC awards by excluding Generation Resources providing RMR Service from participating in those markets.

	Consumer Impact
	Improves overall system reliability by properly reserving RMR Resources for needed reliability functions.

	Credit Impacts
	To be determined.

	Procedural History
	· On 5/7/10, NPRR231 and the associated CEO Revision Request Review were posted.

· On 5/20/10, PRS considered NPRR231.

· On 5/27/10, ERCOT comments were posted.

· On 6/16/10, WMS comments were posted.

· On 6/17/10, PRS again considered NPRR231. 

	PRS Decision 
	On 5/20/10, PRS unanimously voted to table NPRR231.  All Market Segments were present for the vote.
On 6/17/10, PRS voted to refer NPRR231 to the Nodal Advisory Task Force (NATF).  There were two abstentions from the Independent Generator Market Segment and Consumer Market Segments.  All Market Segments were present for the vote.

	Summary of PRS Discussion
	On 5/20/10, it was noted that WMS had discussed NPRR231 at its May 19, 2010 meeting.  It was requested that further discussion occur at the QSE Managers Working Group (QMWG). 
On 6/17/10, ERCOT Staff stated that it was a possible change to the Nodal market design to remove the RMR Units from the DAM, but assure that they can still be selected in DRUC and Hourly Reliability Unit Commitment (HRUC).   Further testing would have to be completed and the results would be reported to NATF.  There were also discussions surrounding the costs associated with the Operations and Maintenance (O&M) charges for RMR units.  


	Quantitative Impacts and Benefits

	Assumptions
	1
	RMR contracted units should be reserved for local reliability needs as directed by ERCOT.

	
	2
	

	
	3
	

	
	4
	

	Market Cost
	
	Impact Area
	Monetary Impact

	
	1
	There should be no increase in RMR cost uplifted to market.
	

	
	2
	
	

	
	3
	
	

	
	4
	
	

	Market Benefit
	
	Impact Area
	Monetary Impact

	
	1
	Possible reduced RMR run-time and resulting lower cost uplifted to market.
	

	
	2
	
	

	
	3
	
	 

	
	4
	
	

	Additional Qualitative Information
	1
	

	
	2
	

	
	3
	

	
	4
	

	Other Comments
	1
	Reduced run-time for RMR contracted units may increase the availability of the units for actual local reliability needs.

	
	2
	

	
	3
	

	
	4
	


	Sponsor

	Name
	Sherry Looney

	E-mail Address
	Sherry.looney@luminant.com

	Company
	Luminant Energy Company, LLC

	Phone Number
	214-875-9278

	Cell Number
	469-688-7607

	Market Segment
	Investor Owned Utility (IOU)


	Market Rules Staff Contact

	Name
	Yvette M. Landin

	E-Mail Address
	ylandin@ercot.com

	Phone Number
	(512) 248-4513


	Comments Received

	Comment Author
	Comment Summary

	ERCOT 052710
	Clarified that the “no impact” CEO Revision Request Review addressed the Nodal Protocol language as submitted and did not fully address the larger issues of changes to RUC processes and the dispatch/settlement of RMRs which would potentially impact ERCOT systems and processes.

	WMS 061610
	Recommended that RMR Units be available in the DRUC and HRUC and that ERCOT remove RMR Units from the DAM by a workaround that does not impact implementation of NPRR231 prior to the Texas Nodal Market Implementation Date.


	Proposed Protocol Language Revision


4.1
Introduction 

(1)
The Day-Ahead Market (DAM) is a daily, co-optimized market in the Day-Ahead for Ancillary Service capacity, certain Congestion Revenue Rights (CRRs), and forward financial energy transactions.  

(2)
Participation in the DAM is voluntary. 

(3)
DAM energy settlements use DAM Settlement Point Prices that are calculated for Resource Nodes, Load Zones, and Hubs for a one-hour Settlement Interval using the Locational Marginal Prices (LMPs) from DAM.  In contrast, the Real-Time energy settlements use Real-Time Settlement Point Prices that are calculated for Resource Nodes, Load Zones, and Hubs for a 15-minute Settlement Interval. 
4.2.1.1
Ancillary Service Plan

(1)
ERCOT shall analyze the expected Load conditions for the Operating Day and develop an Ancillary Service Plan that identifies the Ancillary Service MW necessary for each hour of the Operating Day.  The MW of each Ancillary Service required may vary from hour to hour depending on ERCOT System conditions.  ERCOT must post the Ancillary Service Plan to the Market Information System (MIS) Public Area by 0600 of the Day-Ahead.

(2)
If ERCOT determines that an Emergency Condition may exist that would adversely affect ERCOT System reliability, it may change the percentage of Load Resources that are allowed to provide Responsive Reserve Service from the monthly amounts determined previously, as described in Section 3.16, Standards for Determining Ancillary Service Quantities, and must post any change in the percentage to the MIS Public Area by 0600 of the Day-Ahead.  

(3)
ERCOT shall determine the total required amount of each Ancillary Service under Section 3.16, or use its operational judgment and experience to change the daily quantity of each required Ancillary Service.  

(4)
ERCOT shall include in the Ancillary Service Plan enough capacity to automatically control frequency with the intent to meet North American Electric Reliability Corporation (NERC) Reliability Standards.

 

(5)
Once specified by ERCOT for an hour and published on the MIS Public Area, Ancillary Service quantity requirements for an Operating Day may not be decreased. 




4.6.2.1
Day-Ahead Energy Payment

(1)
The Day-Ahead Energy Payment is made for all cleared offers (excluding offers submitted for the Reliability Must-Run (RMR) Units) to sell energy in the DAM, whether through Three-Part Supply Offers or DAM Energy-Only Offer Curves.  The payment to each Qualified Scheduling Entity (QSE) for each Settlement Point for a given hour of the Operating Day is calculated as follows:
DAESAMT q, p
=
(-1) * DASPP p * DAES q, p
The above variables are defined as follows:

	Variable
	Unit
	Definition

	DAESAMT q, p
	$
	Day-Ahead Energy Sale Amount per QSE per Settlement Point(The payment to QSE q for the cleared energy offers at Settlement Point p for the hour.

	DASPP p
	$/MWh
	Day-Ahead Settlement Point Price per Settlement Point(The DAM SPP at Settlement Point p for the hour.

	DAES q, p
	MW
	Day-Ahead Energy Sale per QSE per Settlement Point(The total amount of energy represented by QSE q’s cleared Three-Part Supply Offers in the DAM and cleared DAM Energy-Only Offer Curves at Settlement Point p.

	q
	none
	A QSE.

	p
	none
	A Settlement Point.


(2)
The total of the Day-Ahead Energy Payments to each QSE for the hour is calculated as follows:
DAESAMTQSETOT q
=
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DAESAMT q, p
The above variables are defined as follows:

	Variable
	Unit
	Definition

	DAESAMTQSETOT q
	$
	Day-Ahead Energy Sale Amount QSE Total per QSE(The total of the payments to QSE q for its cleared energy offers at all Settlement Points for the hour.

	DAESAMT q, p
	$
	Day-Ahead Energy Sale Amount per QSE per Settlement Point(The payment to QSE q for the cleared energy offers at Settlement Point p for the hour.

	q
	none
	A QSE.

	p
	none
	A Settlement Point.


4.6.2.3.1
Day-Ahead Make-Whole Payment

(1)
ERCOT shall pay the QSE a Day-Ahead Make-Whole Payment for an eligible Resource.  

(2)
Any Ancillary Service Offer cleared for the same Operating Hour, QSE, and Generation Resource as a Three-Part Supply Offer cleared in the DAM shall be included in the calculation of the Day-Ahead Make-Whole Payment.

(3)
The Day-Ahead Make-Whole Payment to each QSE for each DAM-committed Generation Resource is calculated as follows:
DAMWAMT q, p, r, h
=
(-1) * Max (0, DAMGCOST q, p, r + [image: image2.wmf]h
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DAEREV q, p, r, h 


+ [image: image3.wmf]h

S

DAASREV q, r, h) * DAESR q, p, r, h / ([image: image4.wmf]h

S

DAESR q, p, r, h)

Where:

DAMGCOST q, p, r
=
SUO q, p, r + [image: image5.wmf]h

S

(MEO q, p, r, h * LSL q, p, r, h)



+ [image: image6.wmf]h

S

(DAAIEC q, p, r, h * (DAESR q, p, r, h – LSL q, p, r, h))

DAEREV q, p, r, h
=
(-1) * DASPP p, h * DAESR q, p, r, h

DAASREV q, r, h =
((-1) * MCPCRUDAM, h * PCRUR r, q, DAM, h) + 



((-1) * MCPCRDDAM, h  * PCRDR r, q,DAM, h) +



((-1) * MCPCRRDAM, h  * PCRRR r, q,DAM, h) +



((-1) * MCPCNSDAM, h  * PCNSR r, q,DAM, h) 












The above variables are defined as follows:

	Variable
	Unit
	Definition

	DAMWAMT q, p, r, h
	$
	Day-Ahead Make-Whole Payment per QSE per Settlement Point per Resource per hour ( The payment to QSE q to make-whole the Startup Cost and Energy Cost of Resource r committed in the DAM at Resource Node p for the hour h.

	
	
	

	DAMGCOST q, p, r
	$
	Day-Ahead Market Guaranteed Amount per QSE per Settlement Point per Resource( The sum of the startup cost and the operating energy costs of the DAM-committed Resource r at Resource Node p represented by QSE q, for the DAM-commitment period. 

	DAEREV q, p, r, h
	$
	Day-Ahead Energy Revenue per QSE per Settlement Point per Resource by hour ( The revenue received in the DAM for Resource r at Resource Node p represented by QSE q, based on the DAM Settlement Point Price, for the hour h.

	DAASREV q,  r, h
	$
	Day-Ahead Ancillary Service Revenue per QSE per Resource by hour(  The revenue received in the DAM for Resource r represented by QSE q, based on the Market Clearing Price for Capacity (MCPC) for each Ancillary Service in the DAM, for the hour h.

	DASPP p, h
	$/MWh
	Day-Ahead Settlement Point Price by Settlement Point by hour( The DAM Settlement Point Price at Resource Node p for the hour h.

	DAESR q, p, r, h
	MW
	Day-Ahead Energy Sale from Resource per QSE by Settlement Point per Resource by hour ( The amount of energy cleared through Three-Part Supply Offers in the DAM for Resource r at Resource Node p represented by QSE q for the hour h.

	PCRUR r, q, DAM
	MW
	Procured Capacity for Reg-Up from Resource per Resource per QSE in DAM—The Regulation Up (Reg-Up) capacity quantity awarded to QSE q in the DAM for Resource r for the hour.

	MCPCRU DAM
	$/MW per hour
	Market Clearing Price for Capacity for Reg-Up in DAM—The DAM MCPC for Reg-Up for the hour.

	PCRDR r, q, DAM
	MW
	Procured Capacity for Reg-Down from Resource per Resource per QSE in DAM—The Regulation Down (Reg-Down) capacity quantity awarded to QSE q in the DAM for Resource r for the hour.

	MCPCRD DAM
	$/MW per hour
	Market Clearing Price for Capacity for Reg-Down in DAM—The DAM MCPC for Reg-Down for the hour.

	PCRRR r, q, DAM
	MW
	Procured Capacity for Responsive Reserve from Resource per Resource per QSE in DAM—The Responsive Reserve capacity quantity awarded to QSE q in the DAM for Resource r for the hour.

	MCPCRR DAM
	$/MW per hour
	Market Clearing Price for Capacity for Responsive Reserve in DAM—The DAM MCPC for Responsive Reserve for the hour.

	PCNSR r, q, DAM
	MW
	Procured Capacity for Non-Spin from Resource per Resource per QSE in DAM—The Non-Spin capacity quantity awarded to QSE q in the DAM for Resource r for the hour.

	MCPCNS DAM
	$/MW per hour
	Market Clearing Price for Capacity for Non-Spin in DAM—The DAM MCPC for Non-Spin for the hour.

	SUO q, p, r
	$/start
	Startup Offer per QSE per Settlement Point per Resource—The Startup Offer included in the Three-Part Supply Offer associated with Resource r at Resource Node p represented by QSE q, for the first hour of the DAM-commitment period.

	MEO q, p, r, h
	$/MWh
	Minimum-Energy Offer per QSE per Settlement Point per Resource per hour—The Minimum-Energy Offer included in the Three-Part Supply Offer associated with Resource r at Resource Node p represented by QSE q, for the hour h.

	LSL q, p, r, h
	MW
	Low Sustained Limit per QSE per Settlement Point per Resource per hour(The Low Sustained Limit (LSL) of Resource r at Resource Node p represented by QSE q, for the hour h.

	DAAIEC q, p, r h
	$/MWh
	Day-Ahead Average Incremental Energy Cost per QSE per Settlement Point per Resource per hour(The average incremental energy cost, calculated according to the Energy Offer Curve capped by the generic energy price, for the output levels between the DAESR and the LSL of Resource r at Resource Node p represented by QSE q, for the hour h.

	q
	none
	A QSE.

	p
	none
	A Resource Node Settlement Point.

	r
	none
	A DAM-committed Generation Resource.

	h
	none
	An hour in the DAM-commitment period.


(5)
The calculation of the Day-Ahead Average Incremental Energy Cost for each Resource for each hour is illustrated with the picture below, where Pcap is the Energy Offer Curve Cap.  The method to calculate such cost is described in Section 4.6.5, Calculation of “Average Incremental Energy Cost” (AIEC).

 SHAPE  \* MERGEFORMAT 



(6)
The total of the Day-Ahead Make-Whole Payments to each QSE for Generation Resources for a given hour is calculated as follows:

The above variables are defined as follows:

	Variable
	Unit
	Definition

	DAMWAMTQSETOT q
	$
	Day-Ahead Make-Whole Payment QSE Total per QSE(The total of the Day-Ahead Make-Whole Payments to QSE q for the DAM-committed non-RMR Generation Resources represented by this QSE for the hour.

	DAMWAMT q, p, r
	$
	Day-Ahead Make-Whole Payment per QSE per Settlement Point per Resource(The payment to QSE q to make-whole the Startup Cost and Energy Cost of Resource r committed in the DAM at Resource Node p for the hour.

	q
	none
	A QSE.

	p
	none
	A Settlement Point.

	r
	none
	A DAM-committed non-RMR Generation Resource.









	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


4.6.2.3.2
Day-Ahead Make-Whole Charge 

ERCOT shall charge a Day-Ahead Make-Whole Charge to each QSE that has one or more cleared DAM Energy Bids and/or Point-to-Point (PTP) Obligation Bids.  The Day-Ahead Make-Whole Charge for an hour is that QSE’s prorata share of the total amount of Day-Ahead Make-Whole Payments and Day-Ahead Make-Whole RMR Revenue for that hour.  The proration must be based on the ratio of the energy amount of the QSE’s cleared DAM Energy Bids and PTP Obligation Bids to the total energy amount of all QSEs’ cleared DAM Energy Bids and PTP Obligation Bids.  The Day-Ahead Make-Whole Charge to each QSE for a given hour is calculated as follows:

LADAMWAMT q =
(-1) * (DAMWAMTTOT + RMRDAMWREVTOT) * DAERS q
Where:

Day-Ahead Make-Whole Payment Total

DAMWAMTTOT
=
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DAMWAMTQSETOT q




Day-Ahead Energy Purchase Ratio Share per QSE

DAERS q
=
DAE q / DAETOT

DAETOT
=
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DAE q

DAE q
=
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DAEP q, p + 
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RTOBL q, (j, k)

The above variables are defined as follows:

	Variable
	Unit
	Definition

	LADAMWAMT q
	$
	Day-Ahead Make-Whole Charge(The allocated charge to QSE q to make whole all the eligible DAM-committed Resources for the hour.

	DAMWAMTTOT
	$
	Day-Ahead Make-Whole Payment Total(The total of the Day-Ahead Make-Whole Payments to all QSEs for all DAM-committed non-RMR Resources for the hour.

	DAMWAMTQSETOT q
	$
	Day-Ahead Make-Whole Payment QSE Total per QSE(The total of the Day-Ahead Make-Whole Payments to QSE q for the DAM-committed non-RMR Generation Resources represented by this QSE for the hour.

	
	
	

	
	
	

	DAERS q
	none
	Day-Ahead Energy Purchase Ratio Share per QSE( The ratio of QSE q’s total amount of energy represented by its cleared DAM Energy Bids and PTP Obligation Bids, to the total amount of energy represented by all QSEs’ cleared DAM Energy Bids and PTP Obligation Bids, for the hour.

	DAETOT
	MW
	Day-Ahead Energy Total—The total amount of energy represented by all cleared DAM Energy Bids and all cleared PTP Obligation Bids for the hour.

	DAE q
	MW
	Day-Ahead Energy per QSE—QSE q’s total amount of energy, represented by its cleared DAM Energy Bids and PTP Obligation Bids, for the hour.

	DAEP q, p
	MW
	Day-Ahead Energy Purchase per QSE per Settlement Point—The total amount of energy represented by QSE q’s cleared DAM Energy Bids at the Settlement Point p for the hour.

	RTOBL q, (j, k)
	MW
	Real-Time Obligation per QSE per pair of source and sink—The total amount of energy represented by QSE q’s cleared PTP Obligation Bids with the source j and the sink k, for the hour.

	q
	none
	A QSE.

	
	
	

	p
	none
	A Settlement Point.

	j
	none
	A source Settlement Point.

	k
	none
	A sink Settlement Point.
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The area under the capped Energy Offer Curve equals (DAAIEC * (DAESR – LSL))
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The area under the capped Energy Offer Curve equals (DAAIEC * (DAESR – LSL))
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