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	NPRR Number
	416
	NPRR Title
	Removal of the RUC Clawback Charge for Resources Other than RMR Units

	Timeline
	Normal
	Action
	Tabled

	Date of Decision
	March 22, 2012

	Proposed Effective Date
	To be determined.

	Priority and Rank Assigned
	To be determined.

	Nodal Protocol Sections Requiring Revision
	2.1, Definitions

5.7.2, RUC Clawback Charge

5.7.5, RUC Clawback Payment

	Revision Description
	This Nodal Protocol Revision Request (NPRR) removes the 50% and 100% Reliability Unit Commitment (RUC) Clawback Charge for Reliability Must-Run (RMR) Units.  However, it leaves intact the language intended to hold RMR Units at costs for energy revenues.

	Reason for Revision
	The existence of the RUC clawback is leading to inefficient scheduling of units, inefficient RUC selection in the Day-Ahead Market (DAM) and hourly market.  The clawback negatively affects valid hedging strategies.  

The lack of necessity for the clawback mechanism tied to Resource DAM participation, in light of the other incentives for DAM participation, was recognized in early review of the Nodal Protocols in Public Utility Commission of Texas (PUCT) Docket No. 31540, Proceeding to Consider Protocols to Implement a Nodal Market in the Electric Reliability Council of Texas (ERCOT) Pursuant To P.U.C. Subst .R. 25.501:

“What is your recommendation regarding the clawback provisions?

I recommend the elimination of the clawback provisions. I have confidence in the incentives created by the day-ahead and real-time prices to promote full participation by both loads and suppliers in the day-ahead market. Some have argued that the lack of a mandatory offer requirement in the day-ahead market may make these provisions necessary. However, the Midwest IS0 does not have a mandatory offer requirement, but nevertheless enjoys relatively full participation in the day-ahead market by both supply and demand.”

Direct Testimory of David B. Patton, President, Potomac Economics Ltd., on behalf of the PUCT Staff, November 20, 2005.

	Credit Impacts
	To be determined.

	Procedural History
	· On 9/28/11, NPRR416 was posted.
· On 10/11/11, ERCOT comments were posted.

· On 10/17/11, WMS comments were posted.

· On 10/20/11, PRS considered NPRR416.

· On 11/9/11, a second set of WMS comments were posted.

· On 11/17/11, PRS again considered NPRR416.

· On 12/9/12, a third set of WMS comments were posted.

· On 1/12/12, a fourth set of WMS comments were posted.

· On 2/17/12, a fifth set of WMS comments were posted.

· On 3/19/12, Exelon-Calpine comments were posted.

· On 3/20/12, STEC comments were posted.

· On 3/21/12, AEP comments were posted.

· On 3/21/12, Luminant Energy Company LLC comments were posted.

· On 3/22/12, PRS again considered NPRR416.

	PRS Decision 
	On 10/20/11, PRS unanimously voted to table NPRR416 for one month and to request that ERCOT submit comments regarding its concerns over behavioral issues with respect to the 50% RUC Clawback Charge and the implications of removing the charge on RUC execution.  All Market Segments were present for the vote.
On 11/17/11, PRS unanimously voted to table NPRR416.  All Market Segments were present for the vote.
On 3/22/12, PRS, the motion to recommend approval of NPRR416 as amended by the 3/21/12 AEP comments failed via roll call vote.  There were nine opposing votes from the Consumer (2), Cooperative (3), Independent Retail Electric Provider (IREP) (2) and Municipal (2) Market Segments and four abstentions from the Independent Power Marketer, IREP and Investor Owned Utility (IOU) (2) Market Segments.  PRS then voted to table NPRR416 and to request that WMS review NPRR416.  There was one opposing vote from the Independent Generator Market Segment and one abstention from the Independent Generator Market Segment.  All Market Segments were present for the votes.

	Summary of PRS Discussion
	On 10/20/11, participants discussed how ongoing discussions by the Reliability Deployment Task Force (RDTF) relate to NPRR416; whether RUC Clawback Charges are still needed to incent appropriate market behavior and prevent Generation Resources from refraining from participation in the DAM; and the history of the 50% RUC Clawback Charge in the Protocols.  Market Participants were encouraged to formally comment on NPRR416 prior to the November 17 PRS meeting.  
On 11/17/11, there was no discussion.
On 3/22/12, one of the co-sponsors of NPRR416 explained that NPRR416 no longer needs to be tabled now that the ERCOT Board and PUCT have taken action regarding Energy Offer Curve requirements for Resources that are committed by RUC.  Concern was raised that eliminating the RUC clawback entirely may provide opportunities for gaming the market.  Participants agreed to table NPRR416 to provide additional time to review the “buy-back” provision proposed in the 3/19/12 Exelon-Calpine comments and the various alternatives submitted in response thereto.


	Business Case


	Business Case
	1
	Qualitative benefits: 
· Increased efficiency in the RUC selection process.
· Results in greater economic efficiencies for both the demand and supply sides of the market and removes unnecessary value transfers where more than adequate incentives already exist to incent the desired bidding and offer behaviors.

	
	2
	Quantifiable benefits to be determined.

	
	3
	Impacts to Market Segments: 
· A more efficient RUC selection will lower RUC uplift costs to the demand side of the market.


	Sponsor

	Name
	Kristy Ashley

Randy Jones

	E-mail Address
	Kristy.ashley@exeloncorp.com
rajones@calpine.com

	Company
	Exelon

Calpine

	Phone Number
	512-470-9696

713-830-8846

	Cell Number
	512-470-9696

832-385-3322

	Market Segment
	Independent Power Marketer (IPM)

Independent Generator


	Market Rules Staff Contact

	Name
	Jonathan Levine

	E-Mail Address
	jlevine@ercot.com

	Phone Number
	512-248-6464


	Comments Received

	Comment Author
	Comment Summary

	ERCOT 101111
	Provided initial feedback on the potential impacts of committing more units in RUC processes.

	WMS 101711
	Recommended that PRS table NPRR416 to permit the Qualified Scheduling Entity (QSE) Managers Working Group (QMWG) to assess the practicability of NPRR416 from a scheduling perspective.

	WMS 110911
	Recommended that PRS table NPRR416 indefinitely pending the RDTF discussion on energy offer floors for RUC for capacity.

	WMS 120912
	Recommended that PRS continue to table NPRR416.

	WMS 011212
	Recommended that PRS continue to table NPRR416 for an additional month.

	WMS 021712
	Recommended that PRS continue to table NPRR416 for an additional month.

	Exelon-Calpine 031912
	Proposed revisions to incorporate language regarding the RUC Resource buy-back provision and to clean up Settlement language.

	STEC 032012
	Proposed revisions to retain current Protocol language regarding RUC clawback and to provide that a QSE with a Resource that is not an RMR Unit that has been committed in a RUC process that chooses to take commitment control of that Resource must do so for all hours that have been committed by a RUC process.

	AEP 032112
	Proposed revisions to clarify the treatment of Split Generation Resources.

	Luminant Energy Company LLC 032112
	Proposed revisions to provide that QSEs may make the “buy-back” decision for any hour until the end of the Adjustment Period for that hour but must forfeit the start-up portion of the RUC Make-Whole Payment.


	Proposed Protocol Language Revision


2.1
DEFINITIONS

	




5.7.2
RUC Clawback Charge

(1)
A QSE for an RMR Unit shall pay a RUC Clawback Charge for the Operating Day if the RUC Guarantee is less than the sum of:

(a)
RUC Minimum-Energy Revenue calculated in Section 5.7.1.2, RUC Minimum-Energy Revenue;

(b)
Revenue Less Cost Above LSL During RUC-Committed Hours calculated in Section 5.7.1.3, Revenue Less Cost Above LSL During RUC-Committed Hours; and 

(c)
Revenue Less Cost During QSE-Clawback Intervals calculated in Section 5.7.1.4, Revenue Less Cost During QSE Clawback Intervals. 

(2)
The amount of the RUC Clawback Charge for an RMR Unit is 100% of the difference calculated in paragraph (1) above.


(3)
The RUC Clawback Charge for an RMR Unit for each Operating Day is allocated evenly over the RUC-Committed Hours for that RMR Unit.  

(4)
For each RUC-committed RMR Unit, the RUC Clawback Charge for each RUC-Committed Hour of the Operating Day is calculated as follows:

If (RUCMEREVq,r,d + RUCEXRRq,r,d – RUCGq,r,d) > 0, 

Then,

RUCCBAMTq,r,h
=
[(RUCMEREVq,r,d + RUCEXRRq,r,d – RUCGq,r,d) * RUCCBFRq,r,d + RUCEXRQCq,r,d * RUCCBFCq,r,d] / RUCHRq,r,d 

Otherwise, 

RUCCBAMTq,r,h 
= [Max (0, RUCMEREVq,r,d + RUCEXRRq,r,d + RUCEXRQCq,r,d – RUCGq,r,d) * RUCCBFCq,r,d] / RUCHRq,r,d
The above variables are defined as follows:

	Variable
	Unit
	Definition

	RUCCBAMTq,r,h
	$
	RUC Clawback Charge––The RUC Clawback Charge to a QSE for RMR Unit r as described in this Section, for each RUC-Committed Hour of the Operating Day for that RMR Unit.  When one or more Combined Cycle RMR Units are committed by RUC, a charge is made to the Combined Cycle Train for all RUC-committed Combined Cycle RMR Units.

	RUCGq,r,d
	$
	RUC Guarantee—The sum of eligible Startup Costs and Minimum-Energy Costs for RMR Unit r during all RUC-Committed Hours, for the Operating Day.  See Section 5.7.1.1, RUC Guarantee.  When one or more Combined Cycle RMR Units are committed by RUC, guaranteed costs are calculated for the Combined Cycle Train for all RUC-committed Combined Cycle RMR Units.

	RUCMEREVq,r,d
	$
	RUC Minimum-Energy Revenue—The sum of the energy revenues for RMR Unit r’s generation up to LSL during all RUC-Committed Hours, for the Operating Day.  See Section 5.7.1.2.  When one or more Combined Cycle RMR Units are committed by RUC, RUC Minimum-Energy Revenue is calculated for the Combined Cycle Train for all RUC-committed Combined Cycle RMR Units.

	RUCEXRRq,r,d
	$
	Revenue Less Cost Above LSL During RUC-Committed Hours—The sum of the total revenue for RMR Unit r above the LSL less the cost during all RUC-Committed Hours, for the Operating Day.  See Section 5.7.1.3.  When one or more Combined Cycle RMR Units are committed by RUC, Revenue Less Cost Above LSL During RUC-Committed Hours is calculated for the Combined Cycle Train for all RUC-committed Combined Cycle RMR Units.

	RUCEXRQCq,r,d
	$
	Revenue Less Cost from QSE-Clawback Intervals—The sum of the total revenue for RMR Unit r less the cost during all QSE-Clawback Intervals for the Operating Day.  See Section 5.7.1.4.  When one or more Combined Cycle RMR Units are committed by RUC, Revenue Less Cost from QSE-Clawback Intervals is calculated for the Combined Cycle Train for all Combined Cycle RMR Units earning revenue in QSE Clawback Intervals.

	RUCCBFRq,r,d
	none
	RUC Clawback Factor for RUC-Committed Hours—The RMR Unit r’s Clawback Factor for RUC-Committed Hours, which is  100% .    When one or more Combined Cycle RMR Units are committed by RUC, the RUC Clawback Factor for RUC-Committed Hours is determined for the Combined Cycle Train for all RUC-committed Combined Cycle RMR Units.

	RUCCBFCq,r,d
	none
	RUC Clawback Factor for QSE Clawback Intervals—The RMR Unit r’s Clawback Factor for QSE Clawback Intervals is 100% .  When one or more Combined Cycle RMR Units are committed by RUC, the RUC Clawback Factor for QSE Clawback Intervals is determined for the Combined Cycle Train for all RUC-committed Combined Cycle RMR Units.

	RUCHRq,r,d
	none
	RUC Hour—The total number of RUC-Committed Hours, for RMR Unit r for the Operating Day.  When one or more Combined Cycle RMR Units are committed by RUC, the total number of RUC-Committed Hours is calculated for the Combined Cycle Train for all RUC-committed Combined Cycle RMR Units.

	q
	none
	A QSE.

	r
	none
	A RUC-committed RMR Unit.

	d
	none
	An Operating Day containing the RUC-commitment.

	h
	none
	An hour in the RUC-commitment period.


	


























































5.7.5
RUC Clawback Payment

ERCOT shall pay the revenues from all RUC Clawback Charges for RMR Units in a 15-minute Settlement Interval to all QSEs, on an LRS basis, as the RUC Clawback Payment.  The RUC Clawback Payment is calculated as follows for each QSE for each 15-minute Settlement Interval: 

LARUCCBAMTq,i
=
(-1) * (RUCCBAMTTOTh / 4 * LRSq,i)

Where:


RUCCBAMTTOTh
=
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RUCCBAMTq,r,h
The above variables are defined as follows:

	Variable
	Unit
	Definition

	LARUCCBAMTq,i
	$
	RUC Clawback Payment—The RUC make-whole clawback payment to a QSE to uplift RUC Make-Whole Clawback Charges received, for a 15-minute Settlement Interval.

	RUCCBAMTTOTh
	$
	RUC Clawback Charge Total —The sum of RUC Clawback Charges to all QSEs, including amounts for RMR Units, for the hour that includes the 15-minute Settlement Interval.

	LRSq,i
	none
	Load Ratio Share—The LRS for the 15-minute Settlement Interval.  See Section 6.6.2, Load Ratio Share.

	RUCCBAMTq,r,h
	$
	RUC Clawback Charge—The RUC Clawback Charge to the QSE q for the RMR Unit r, for the hour that includes the 15-minute Settlement Interval.  When one or more Combined Cycle RMR Units are committed by RUC, a charge is made to the Combined Cycle Train for all RUC-committed Combined Cycle RMR Units.

	q
	None
	A QSE.

	i
	none
	A 15-minute Settlement Interval.

	h
	none
	The hour that includes the Settlement Interval i. 

	r
	none
	A RUC-committed RMR Unit.
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