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Section 1 – Introduction

The objective of this White Paper is to describe a proposal for establishing the Mitigated Offer Cap values for Quick Start Generating Resources (QSGRs).
Section 2 – Statement of Purpose
To establish mitigated offer cap values for quick start units that are high enough to provide a reasonable expectation of recovery of at least incremental cost when dispatched in Step 2 of SCED, and low enough to provide reasonable mitigation for the management of non-competitive transmission constraints.  

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 Start units need to recover at least their incremental costs over the expected online-time when dispatched in Step 2 of SCED..

2. Typically, quick-start Resources dispatched in Step 2 of SCED are expected to be deployed for at least one hour and at least at 75% of HSL.  If the actual average minimum online time during Step 2 of SCED is less than one hour, QSEs may file quarterly with ERCOT for a change via the verifiable cost process.   The actual average minimum online time must be based on a period of at least two months and calculated only during intervals when SCED deploys the Resource in Step 2. 






3. Startup costs values are based on the higher of Generic or approved O&M costs from a cold start position.  
4. The HSL used in the Variable O&M rate calculation shall be based on the average of the seasonal HSLs as shown on the unit’s Resource Asset Registration.  QSEs must notify ERCOT when there is a change to the RARF HSL.
5. The effective date for changing a Resource minimum online time is the first day of the month following ERCOT’s approval of the new value.  QSEs must submit the Resource minimum run time no less than five (5) Business Days prior to the effective date.

6. Startup costs (O&M only) are based on the higher of Generic or approved verifiable costs for a cold start type.  
Methodology

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

or

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

where 

G = average generation during expected 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 online 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

· Operating = 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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