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1 – Introduction
The objective of this White Paper is to outline possible alternatives regarding NPRR 416 - Removal of the RUC Clawback Charge for Resources Other than RMR Units specifically the 100% clawback amount. Information pertaining to similar concepts in the PJM Market is included for discussion of viable alternatives.
2 – Problem Statement
While the ERCOT Day Ahead Market is voluntary, the RUC clawback established to incent generation participation can lead to inefficiencies in the overall market. There are legitimate business needs for which a generator needs to maintain contingency length. Due to material conditions or views regarding potential Real-Time volatility, a generator would defer participation to the Real-Time Market. This deficiency places undue burden on the generator to either buy back those MW in the Day Ahead market at a higher cost, or risk the potential of having revenues clawed back. This dilemma may impact the entire system through non-optimal scheduling of units and RUC commitments on the system. 
The goal would be to either remove the 100% clawback, as the market prices should provide the necessary incentives for participation in the Day Ahead Market, or provide a mechanism to generators to buyback a RUC’ed unit in Real Time to mitigate certain situations.
3 – Proposed Solution
Market Comparison to PJM
During examination of the PJM market for a solution to the posed issue, there are principles found that can be shared with the ERCOT market.  These principles can provide benefits that will increase the efficiency and reliability of the ERCOT market. 
In the PJM market, any unit that has cleared in the Reliability Pricing Model (Capacity Market) must offer it’s generation into the Day Ahead market unless the unit is not available. While this is different from the ERCOT voluntary market, it is believed that market forces would provide the correct incentives to induce participation, similar to the MISO market. 
The Day Ahead market between both PJM and ERCOT are similar. In PJM, if a unit is picked up in the DAM, PJM will ensure that the unit receives compensation equal to its start price, hourly no load price, and energy offer price. PJM then uses an uplift charge (DA operating reserves) to collect the difference in market revenues to ensure the unit is “made-whole” to its costs. In the event that a unit owner wants to operate a unit, the unit owner would become responsible for any profits or losses that are associated with running the plant.
Once PJM moves into real time operations, PJM can call a unit to operate during the RUC period (starting the evening before through the Real-Time market). If PJM calls a unit to operate, PJM will ensure that the unit receives compensation equal to its start price, hourly no load price, and energy offer price (assuming the unit follows the PJM dispatch). PJM then uses an uplift charge (RT operating reserves) to collect the difference in market revenues to ensure the unit is “made-whole”. The main difference is that a unit owner can make the decision to operate the unit in which case the unit owner would become responsible for any profits or losses that are associated with running the plant. This is currently not possible in the ERCOT market as in this situation the unit owner would be subject to RUC clawbacks. 
Potential Solution
In an attempt to improve the reliability commitment results by ERCOT and overall costs to the market, while providing generators flexibility to effectively manage the unit, a mechanism should be added to the market that would allow a generator to buy back its RUC instruction. 
This would require either the addition of a new resource status code or a RUC Decommitment request to the ERCOT operator. Whether this is done systematically or manually, when this mechanism is invoked the generator waives the right to collect any make whole payments for the day. There would also need to be a change in the RUC clawback applied to additional hours the unit runs beyond the initial pre-RUC snapshot.
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