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	NPRR Number
	442
	NPRR Title
	Energy Offer Curve Requirement for Generation Resources Providing Reliability Must-Run Service

	Timeline
	Urgent
	Action
	Recommended Approval

	Date of Decision
	March 22, 2012

	Proposed Effective Date
	To be determined.

	Priority and Rank Assigned
	To be determined.

	Nodal Protocol Sections Requiring Revision
	4.4.8, RMR Offers
4.4.9.4.1, Mitigated Offer Cap
6.4.3, Energy Offer Curve

	Market Guide Section(s) Requiring Revision
	None.

	Revision Description
	This Nodal Protocol Revision Request (NPRR) adds the following requirements for Reliability Must-Run (RMR) Units that ERCOT has made available for commitment in accordance with Section 4.4.8:
(1)
A requirement for the RMR Unit’s Energy Offer Curve to be set at the System-Wide Offer Cap (SWCAP) for Generation Resources providing  RMR Service; and

(2)
A requirement for ERCOT to construct a Mitigated Offer Cap curve for Resources contracted for capacity pursuant to paragraph (2) of Section 6.5.1.1, ERCOT Control Area Authority, such that those Resources are not mitigated in Security-Constrained Economic Dispatch (SCED) and hence will be Dispatched for local constraints only if the prices are higher than or equal to SWCAP.
If a Reliability Unit Commitment (RUC) unit is deployed, ERCOT will submit an Output Schedule or Energy Offer Curve for the Generation Resource at the SWCAP.

	Reason for Revision
	To address concerns raised at the October 27, 2011 Public Utility Commission of Texas (PUCT) Open Meeting regarding Project No. 37897, PUC Proceeding Relating to Resource and Reserve Adequacy and Shortage Pricing.

	Credit Impacts
	To be determined.

	Procedural History
	· On 2/3/12, NPRR442 was posted.
· On 2/15/12, ERCOT comments were posted.

· On 2/23/12, PRS considered NPRR442.
· On 3/12/12, WMS comments were posted.

· On 3/20/12, CPS Energy comments were posted.

· On 3/22/12, PRS again considered NPRR442.

	PRS Decision 
	On 2/23/12, PRS voted to grant NPRR442 Urgent status.  There were two abstentions from the Consumer and Municipal Market Segments.  PRS then voted to table NPRR442 and to request that WMS review NPRR442.  There was one abstention from the Independent Power Marketer (IPM) Market Segment.  All Market Segments were present for the votes.
On 3/22/12, PRS voted to recommend approval of NPRR442 as amended by the 2/15/12 ERCOT comments and as revised by PRS and to direct that NPRR442 return to PRS for Impact Analysis review.  There were two opposing votes from the Consumer Market Segment and two abstentions from the Investor Owned Utility (IOU) and Municipal Market Segments.  All Market Segments were present for the vote.

	Summary of PRS Discussion
	On 2/23/12, participants discussed whether NPRR442 should be considered a PUCT directive.  The sponsor of NPRR442 explained that the NPRR covers an issue that should have been addressed along with other recently-approved NPRRs that were intended to respond to PUCT concerns, particularly NPRR427, Energy Offer Curve Requirements for Generation Resources Assigned Reg-Up and RRS, and NPRR428, Energy Offer Curve Requirements for Generation Resources Assigned Non-Spin Responsibility.  It was requested that NPRR442 be tabled to allow time to determine if NPRR442 should be considered a PUCT directive and to get input from the Independent Market Monitor (IMM).
On 3/22/12, PRS reviewed the 3/20/12 CPS Energy comments.  ERCOT Staff presented an alternative proposal that, like the 3/20/12 CPS Energy comments, would require Resources deployed under paragraph (2) of Section 6.5.1.1 to have their Energy Offer Curves submitted at the SWCAP.  Some participants argued that if an RMR Unit that is under contract for system-wide capacity purposes is used to resolve local congestion, its Energy Offer Curve should not be required to be submitted at the SWCAP.


	Business Case

	Business Case
	1
	Addresses concerns expressed at the October 27, 2011 PUCT Open Meeting regarding Project No. 37897.

	
	2
	This NPRR will mitigate price suppression during deployment of RMR Units to more accurately reflect the value of market energy during the deployment. 


	Sponsor

	Name
	Clayton Greer

	E-mail Address
	Clayton.greer@morganstanley.com

	Company
	Morgan Stanley

	Phone Number
	512-497-2986

	Cell Number
	

	Market Segment
	Independent Power Marketer (IPM)


	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 021512
	Proposed revisions to clarify the construction of the Energy Offer Curve for On-Line RMR Units that ERCOT has made available for commitment and to require that the Mitigated Offer Cap curve for RMR Units contracted for capacity be constructed as a flat curve with a mitigation cap value of $3,000.00/MWh for every MW of output.

	WMS 031212
	Endorsed NPRR442 as submitted.

	CPS Energy 032012
	Proposed revisions to provide that only Resources deployed under paragraph (2) of Section 6.5.1.1 must have their Energy Offer Curves submitted at the SWCAP.


	Proposed Protocol Language Revision


4.4.8
RMR Offers

ERCOT shall decide, in its sole discretion, to make a Reliability Must-Run (RMR) Unit available for commitment in DRUC, HRUC, or SCED, only when it has determined that the RMR Unit is likely to be needed in Real-Time for reliability reasons, taking into consideration whether Security-Constrained Economic Dispatch (SCED) will solve transmission constraints without the RMR Resource, contractual constraints on the Resource, and any other adverse effects on the RMR Unit that may occur as the result of the dispatch of the RMR Resource.

(a)
If ERCOT has determined that an RMR unit will be needed in Real-Time to resolve a transmission constraint, then ERCOT shall submit Three-Part Supply Offers for the capacity required to resolve the transmission constraint  to be considered in the SCED, DRUC, or HRUC. 

(b)
ERCOT may submit Energy Offer Curves at the SWCAP in $/MWh on behalf of RMR Units committed in the SCED, DRUC, or HRUC.

(c)
RMR offers shall be treated as if they were Resource offers for purposes of posting under Section 3.2.5, Publication of Resource and Load Information.

4.4.9.4.1
Mitigated Offer Cap 

Energy Offer Curves may be subject to mitigation in Real-Time operations under Section 6.5.7.3, Security Constrained Economic Dispatch, using a Mitigated Offer Cap.  The “Mitigated Offer Cap” curve is constructed as follows:
(a)
For a Resource contracted by ERCOT under paragraph (2) of Section 6.5.1.1, ERCOT Control Area Authority, ERCOT shall increase the O&M cost such that every point on the Mitigated Offer Cap curve (cap vs. output level) is greater than the SWCAP in $/MWh.
(b)
For a Generation Resource that commences commercial operation after January 1, 2004, ERCOT shall construct an incremental Mitigated Offer Cap curve (Section 6.5.7.3) such that each point on the Mitigated Offer Cap curve (cap vs. output level) is the greater of: 

(i)
14.5 MMBtu/MWh times the FIP; or 

(ii)
The Resource’s verifiable incremental heat rate (MMBtu/MWh) for the output level multiplied by ((Percentage of FIP * FIP) + (Percentage of FOP * FOP))/100, as specified in the Energy Offer Curve, plus verifiable variable O&M cost ($/MWh) times a multiplier described in paragraph (d) below.  

(c)
For all other Generation Resources, each point on the Mitigated Offer Cap curve (cap vs. output level) is the greater of: 

(i)
10.5 MMBtu/MWh times the FIP; or 

(ii)
The Resource’s verifiable incremental heat rate (MMBtu/MWh) for the output level multiplied by ((Percentage of FIP * FIP) + (Percentage of FOP * FOP))/100, as specified in the Energy Offer Curve, plus verifiable variable O&M cost ($/MWh) times a multiplier described in paragraph (d) below. 

(d)
Notwithstanding paragraphs (a)(ii) and (b)(ii) above, the Mitigated Offer Cap verifiable variable O&M cost ($/MWh) for Quick Start Generation Resources (QSGRs) shall incorporate the generic or verifiable O&M cost to start the Resource from first fire to LSL as described in the Verifiable Cost Manual.

(e)
The multipliers for paragraphs (a)(ii) and (b)(ii) above are as follows:  

(i)
1.10 for Resources running at a ≥ 50% capacity factor for the previous 12 months;

(ii)
1.15 for Resources running at a ≥ 30 and < 50% capacity factor for the previous 12 months;

(iii)
1.20 for Resources running at a ≥ 20 and < 30% capacity factor for the previous 12 months;

(iv)
1.25 for Resources running at a ≥ 10 and < 20% capacity factor for the previous 12 months;

(v)
1.30 for Resources running at a ≥ 5 and < 10% capacity factor for the previous 12 months;

(vi)
1.40 for Resources running at a ≥ 1 and < 5% capacity factor for the previous 12 months; and

(vii)
1.50 for Resources running at a less than 1% capacity factor for the previous 12 months.

(f)
The previous 12 months’ capacity factor must be updated by ERCOT by the 20th day of each month using the most recent data for use in the next month.  ERCOT shall post to the MIS Secure Area the capacity factor for each Resource before the start of the effective month. 

(g)
The process for developing the Mitigated Offer Cap in paragraphs (a), (b) and (c) above must be described by ERCOT in a procedure approved by the appropriate Technical Advisory Committee (TAC) subcommittee, and posted to the MIS Secure Area within one Business Day after initial approval, and after each approved change. 

6.4.3
Energy Offer Curve

(1)
A detailed description of Energy Offer Curve and validations performed by ERCOT is in Section 4.4.9, Energy Offers and Bids.

(2)
For an On-Line RMR Unit, ERCOT, in its sole discretion, shall submit either an Output Schedule or an Energy Offer Curve considering contractual constraints on the Resource and any other adverse effects on, or implications arising from, the RMR Agreement, that may occur as the result of the Dispatch of the RMR Unit.  If ERCOT chooses to submit an Energy Offer Curve instead of an Output Schedule, the RMR Unit’s Energy Offer Curve must price all energy at the System-Wide Offer Cap (SWCAP) in $/MWh.

(3)
For Generation Resources with a Resource Status other than ONTEST, if a valid Energy Offer Curve or an Output Schedule does not exist for a Resource that has a status of On-Line at the end of the Adjustment Period, then ERCOT shall notify the QSE.  Except for IRRs, QF Resources, and DSRs, ERCOT shall create an Output Schedule equal to the then-current telemetered output of the Resource until an Output Schedule or Energy Offer Curve is submitted in a subsequent Adjustment Period.

	[NPRR348:  Replace paragraph (3) above with the following upon system implementation:]

(3)
For Generation Resources with a Resource Status other than ONTEST, STARTUP or SHUTDOWN, if a valid Energy Offer Curve or an Output Schedule does not exist for a Resource that has a status of On-Line at the end of the Adjustment Period, then ERCOT shall notify the QSE.  Except for IRRs, QF Resources, and DSRs, ERCOT shall create an Output Schedule equal to the then-current telemetered output of the Resource until an Output Schedule or Energy Offer Curve is submitted in a subsequent Adjustment Period.








442NPRR-06 PRS Report 032212
Page 2 of 6
PUBLIC


