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Section 1 – Introduction

The objective of this White Paper is to describe a proposal for establishing the Mitigated Offer Cap variable O&M values for Quick Start Generating Resources (QSGRs) to ensure adequate payment for starting the unit in Real Time.
Section 2 – Statement of Purpose
The current Nodal Protocols do not have provisions for offering Quick Start Generating Resources in Real Time in a similar fashion to the Zonal market where these units are allowed to recover their costs to start when being deployed Out-of-Merit by ERCOT.  If a Quick Start unit is not brought online by RUC and only offers an Energy Offer Curve, it may not be able to recover its startup costs if the Resource is mitigated in Step 2 of SCED.  For this type of Resource to be able to recuperate part of its costs to start it would have to have participated with a Three-Part Supply Offer in DAM and RUC, which diminishes the value of Quick start Generating Resources to react to scarcity events in Real Time.   As an alternative to recover its cost, the Mitigated Offer Cap can be raised an amount equal to the cost to start the Resource would have received had it participated in DAM or RUC.   Specifically, this proposal changes the Mitigated Offer Cap variable O&M cost to a rate that will generate an amount equal to the startup costs if the Resource operates in Real Time for the Minimum Online Time provided in the RARF.

There are currently 29 ERCOT approved QSGRs in the zonal market with a total HSL capacity of approximately 1600 MW.  It is anticipated that all of these units could potentially be approved as Quick Start capable Resources in the Nodal market.

Section 3 – Determination of variable O&M Costs 

Resources that are solving non-competitive solutions under Step 2 of SCED are mitigated based on the greater of the reference LMP at the appropriate Resource Node from Step 1 or the Mitigated Offer Cap.  In general, the Mitigated Offer Cap is calculated as:

The greater of

{Generic Heat Rate x Fuel Price, or 

Incremental Heat Rate (IHR) x Fuel Price + variable O&M}

times a constant, W, as defined in Section 4.4.9.4.1 (c)
Mitigated Offer Cap of the nodal  Protocols.

Assumptions Made
1.  Quick Starts units need to recover their costs during the Minimum up Time as described in the RARF.  This parameter could change based on market input from operational experience with these Resources.

2.  In the zonal market Quick Starts units operate, on average, for at least one hour at 75% of their rated HSL capacity.  If the actual average minimum run time in Nodal Market operation is less than one hour, QSEs may file quarterly with ERCOT for a change via the verifiable cost process.   ERCOT shall determine each QSGR minimum run time for each Season and send it to the QSGR’s QSE for approval.  This assessment will be done during the first month after the end of each Season as defined in Section 2 of the Nodal Protocols.  ERCOT will evaluate each QSGR minimum run time only during times when SCED deploys the Resource.  The effective period for the new calculated minimum run time, based on the previous season, will begin the first Tuesday of the second month of the current season and run through the first Monday of the second month of the next season. 

For example
Winter (Dec, Jan, Feb)
Spring (Mar, Apr, May)
Summer (Jun,   July, Aug)

Step 1:  first review in March for winter season

Step 2:  Effective period first Tuesday in April – first Monday in July
3. Startup costs values are based on the higher of Generic or approved costs from a cold start position.  
4. The HSL used in the Variable O&M rate calculation shall be based on the seasonal HSL as shown on the unit’s Resource Asset Registration.
Methodology

Variable O&M rate ($/MWh) x G (MWh) = Startup Costs ($) 
or

Var. O&M rate ($/MWh) = Startup Costs ($) / G (MWh)
where 

G = average generation during Minimum up time

.
0r

G (MWh) = P * HSL (MW) * L (Hr)

where 

P = ¾ or average operating level percent of HSL over a period of four months.


L = Minimum Up Time (hr) 
0r

Variable O&M rate ($/MWh) = Startup Costs ($) / {3/4 * HSL (MW) * L (Hr) 

Example

· HSL = 70MW

· Startup costs = $2,000 

· Fuel price = $5/MMBtu

· IHR = 10MMBtu/MWh

· Operations level at about  3/4 HSL
· Minimum Online Time = 1 hr
· Capacity Factor Multiplier (W) = 1.40
Variable O&M rate ($/MWh) = $2,000/ (3/4*70*1) = $ 38.10MWh
Mitigated Offer Cap = [IHR x Fuel Price + variable O&M]*W, or

Mitigated Offer Cap =[10(MMBtu/MWh) x 5($/MMBtu) + $38.1MWh ($/MWh)]*1.4
Mitigated Offer Cap =[$50/MWh + $38.1MWh ($/MWh)]*1.4

Mitigated Offer Cap = $88.10/MWh *1.4
Mitigated Offer Cap =$123.34/MWh
Date
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