PRS Report

	NPRR Number
	398
	NPRR Title
	Changes to Resource Category Minimum-Energy Generic Heat Rates

	Timeline
	Normal
	Action
	Recommended Approval

	Date of Decision
	September 22, 2011

	Proposed Effective Date
	January 1, 2012

	Priority and Rank Assigned
	Not applicable

	Nodal Protocol Section Requiring Revision
	4.4.9.2.3, Startup Offer and Minimum-Energy Offer Generic Caps

	Revision Description
	This Nodal Protocol Revision Request (NPRR) changes the Resource Category Minimum-Energy Generic Heat Rates for several fuel type Resource categories as described below.

	Reason for Revision
	ERCOT conducted a comprehensive study to determine actual Resource-specific heat rates, compare them to the Resource Category Minimum-Energy Generic Heat Rate values published in the Nodal Protocols, and ascertain the accuracy of the generic heat rate values used to establish minimum-energy costs.  This comparison was done under the assumption that the generic heat rates should represent the weighted average of Minimum Energy heat rates for similar fuel type Resources.
The results of this study clearly indicate that most of the generic heat rates are higher than typical actual Resource-specific values.  High generic heat rates allow Resources to submit higher Minimum-Energy Offers into the Day-Ahead Market (DAM) and Reliability Unit Commitment (RUC), which are used to compensate Resources via Make-Whole Payments.  Generic heat rates serve as a proxy for actual Resource heat rate values and should not be used to artificially reduce the efficiency of generating units offering into the DAM or RUC.  That is, the generic heat rates should represent typical Resource type fuel consumption as a function of power produced.  High generic heat rates imply lower Resource efficiencies and higher costs to operate these units in the ERCOT market, which could result in higher costs since Resource offers would be capped at higher value.  However, the main reason for this NPRR is to improve the accuracy of the generic heat rates used for capping Minimum-Energy Offers and to better align these efficiency parameters with typical average actual values submitted by Resources.

	Credit Impacts
	ERCOT Credit Staff and the Credit Work Group (Credit WG) have reviewed NPRR398 and do not believe that it requires changes to credit monitoring activity or the calculation of liability.

	Procedural History
	· On 8/3/11, NPRR398 and an Impact Analysis were posted.

· On 8/12/11, WMS comments were posted.

· On 8/18/11, PRS considered NPRR398.

· On 9/22/11, PRS considered the 8/18/11 PRS Report and Impact Analysis for NPRR398.

	PRS Decision 
	On 8/18/11, PRS voted to recommend approval of NPRR398 as submitted.  There were two opposing votes from the Independent Generator and Independent Power Marketer (IPM) Market Segments and one abstention from the IPM Market Segment.  All Market Segments were present for the vote.
On 9/22/11, PRS voted to endorse and forward the 8/18/11 PRS Report and Impact Analysis for NPRR398 to TAC.  There was one opposing vote from the Independent Generator Market Segment and two abstentions from the IPM Market Segment.  All Market Segments were present for the vote.

	Summary of PRS Discussion
	On 8/18/11, the accuracy of the proposed Resource Category Minimum-Energy Generic Heat Rate values was discussed.  Participants suggested that it may be appropriate for a neutral third party to review the proposed values.  ERCOT Staff stated that it had discussed the issue and shared the results of its analysis with Public Utility Commission of Texas (PUCT) Staff.  PUCT Staff confirmed that it supports the methodology employed by ERCOT Staff to determine the proposed values.
On 9/22/11, there was no discussion.


	Business Case


	Business Case
	1
	Benefits 
· Reduce Minimum-Energy Cost Guarantee while ensuring that Resources are able to recover their actual costs. 

	
	2
	Impacts to market segments:
· If this NPRR is approved, Qualified Scheduling Entities (QSEs) may have to update their Settlement systems to accept these new generic heat rates.  These changes do not affect Resources that have been approved for verifiable costs, and therefore not everyone will be affected.
· Consumers will not be impacted directly except with possible lower Make-Whole Payment charges.
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	Sponsor

	Name
	Ino González

	E-mail Address
	igonzalez@ercot.com

	Company
	ERCOT

	Phone Number
	512-248-3954

	Cell Number
	

	Market Segment
	Not applicable


	Market Rules Staff Contact

	Name
	Jonathan Levine

	E-Mail Address
	jlevine@ercot.com

	Phone Number
	512-248-6464


	Comments Received

	Comment Author
	Comment Summary

	WMS 081211
	Endorsed NPRR398 as submitted.


	Proposed Protocol Language Revision


4.4.9.2.3
Startup Offer and Minimum-Energy Offer Generic Caps 

(1)
The Resource Category Startup Offer Generic Cap, by applicable Resource category, is determined by the following Operations and Maintenance (O&M) costs by Resource category: 

	Resource Category
	O&M Costs ($)

	Nuclear, coal, lignite and hydro
	7,200

	Combined Cycle Generation Resource with a combustion turbine ≥ 90 MW, as determined by the largest combustion turbine in the Combined Cycle Generation Resource and for each combustion turbine in the Combined Cycle Generation Resource
	6,810 

	Combined Cycle Generation Resource with a combustion turbine < 90 MW, as determined by the largest combustion turbine in the Combined Cycle Generation Resource and for each combustion turbine in the Combined Cycle Generation Resource
	6,810

	Gas steam supercritical boiler
	4,800

	Gas steam reheat boiler 
	3,000

	Gas steam non-reheat or boiler w/o air-preheater 
	2,310

	Simple cycle greater than 90 MW 
	5,000

	Simple cycle less than or equal to 90 MW
	2,300

	Reciprocating Engines
	487

	RMR Resource
	Not Applicable

	Wind generation Resources
	0

	Any Resources not defined above
	0


(2)
The Resource Category Minimum-Energy Generic Cap is the cost per MWh of energy for a Resource to produce energy at the Resource’s LSL and is as follows:  

(a)
Hydro = $10.00/MWh;

(b)
Coal and lignite = $18.00/MWh;

(c)
Combined-cycle greater than 90 MW = 8 MMBtu/MWh * ((Percentage of FIP * FIP) + (Percentage of FOP * FOP))/100, as specified in Minimum-Energy Offer;

(d)
Combined-cycle less than or equal to 90 MW = 9 MMBtu/MWh * ((Percentage of FIP * FIP) + (Percentage of FOP * FOP))/100, as specified in Minimum-Energy Offer;

(e)
Gas steam supercritical boiler = 14 MMBtu/MWh * ((Percentage of FIP * FIP) + (Percentage of FOP * FOP))/100, as specified in Minimum-Energy Offer;

(f)
Gas steam reheat boiler = 14.5 MMBtu/MWh * ((Percentage of FIP * FIP) + (Percentage of FOP * FOP))/100, as specified in Minimum-Energy Offer;

(g)
Gas steam non-reheat or boiler without air-preheater = 16.0 MMBtu/MWh * ((Percentage of FIP * FIP) + (Percentage of FOP * FOP))/100, as specified in Minimum-Energy Offer;

(h)
Simple-cycle greater than 90 MW = 15.0 MMBtu/MWh * ((Percentage of FIP * FIP) + (Percentage of FOP * FOP))/100, as specified in Minimum-Energy Offer;

(i)
Simple-cycle less than or equal to 90 MW = 14.0 MMBtu/MWh * ((Percentage of FIP * FIP) + (Percentage of FOP * FOP))/100, as specified in Minimum-Energy Offer;

(j)
Reciprocating engines = 16.0 MMBtu/MWh * ((Percentage of FIP * FIP) + (Percentage of FOP * FOP))/100, as specified in the Minimum-Energy Offer;

(k)
RMR Resource = RMR contract estimated fuel cost using its contract I/O curve at its LSL times FIP; 

(l)
Nuclear = Not Applicable; 

(m)
Wind generation Resources = $0; and

(n)
Other Resources not defined above = $0.

(3)
The FIP and FOP used to calculate the Resource Category Minimum-Energy Generic Cap shall be the FIP or FOP for the Operating Day.  In the event the Resource Category Minimum-Energy Generic Cap must be calculated before the FIP or FOP is available for the particular Operating Day, the FIP and FOP for the most recent preceding Operating Day shall be used.  Once the FIP and FOP are available for a particular Operating Day, those values shall be used in the calculations.  If the percentage fuel mix is not specified for Resource categories having the option to specify the fuel mix, then the minimum of FIP or FOP shall be used.

(4)
Items (2)(c) and (2)(d) above are determined by capacity of largest simple-cycle combustion turbine in the train.
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