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6.5.9
Reliability Must-Run Service

(1) Upon receiving notice from a Generation Entity as described in Protocols Subsection 6.5.9.1, Application and Approval of RMR Agreements, ERCOT may enter into RMR Agreements and begin procurement of RMR Service according to the provisions of this section. 

(2) Before entering into an RMR Agreement, ERCOT shall assess alternatives to the proposed RMR Agreement.  The list of alternatives ERCOT should consider include (as reasonable for each type of reliability concern identified): 

a)
redispatch/reconfiguration through operator instruction; 

b)
Remedial Action Plans; 

c)
special protection schemes initiated on unit trips or transmission outages; and

d)
load response alternatives once a suitable load response service is defined and available.

(3) ERCOT shall reasonably attempt to minimize the use of RMR Facilities. ERCOT shall have the right to dispatch an RMR Unit at any time for transmission reliability.  ERCOT will dispatch the unit as early as possible once conditions are identified that require the use of the RMR Unit,  as defined in Section 4, Scheduling and the RMR Agreement.

(4) Each RMR Unit must meet technical requirements specified in Section 6.10 Ancillary Services Qualification, Testing and Performance Standards.

(5) RMR Service is a contracted service between Generation Entities and ERCOT.  The term of any RMR Agreement shall not exceed 12 months except where a Generation Entity must make a significant capital expenditure to meet environmental regulations or to ensure availability in order to continue operating the unit so as to make an RMR Agreement in excess of 12 months appropriate, in ERCOT’s opinion.  The term of a multi-year RMR Agreement shall reflect the RMR Replacement Option determined in Section 6.5.9.1(6).  The RMR Standard Agreement is included in Section 22, Protocols Agreements.

(6) A Generation Resource is eligible for RMR status based on criteria established by ERCOT indicating its operation is necessary to support ERCOT System reliability.  A combined cycle facility will be treated as a single unit for RMR purposes unless the combustion turbine and the steam turbine can operate separately.  If the steam turbine and combustion turbine can operate separately, and the steam turbine is powered by waste heat from more than one combustion turbine, the combustion turbine(s) accepted for RMR Service and a proportionate portion of the steam turbine will be treated as a single unit for RMR purposes.  If the combustion turbine accepted for RMR Service can operate separately from the steam turbine, and only the combustion turbine is accepted as an RMR Unit, the RMR Energy Price will be reduced by the value of the combustion turbine’s waste heat calculated at the Gas Price Index.  ERCOT shall post the criteria upon which it evaluates whether an RMR Unit meets the test of operational necessity to support ERCOT System reliability.  A Generation Entity can obtain RMR Agreements only where necessary to ensure ERCOT System reliability according to the Operating Guides.  

(7) A Generation Entity cannot be compelled to enter into an RMR Agreement.  Owners of Generation Resources that are uneconomic to remain in service can voluntarily petition ERCOT for contracted RMR status by following the process in Subsection 6.5.9.1, Application and Approval of RMR Agreements.  ERCOT will be required to determine whether the unit is necessary for system reliability based on the criteria set forth in Subsection 6.5.9(6).  If ERCOT determines that the nominated unit is required for system reliability, the Generation Entity may request ERCOT to allow operation as a Synchronous Condenser in place of RMR operation.  If Synchronous Condenser operation is offered by the Generation Entity, ERCOT shall accept Synchronous Condenser operation unless ERCOT reasonably determines that a Synchronous Condenser operation is not adequate to meet system reliability according to the Operating Guides. 

(8) ERCOT must contract for the entire capacity of each RMR Unit.

(9) RMR Units may not participate in the bilateral capacity and energy markets, including Self-Arranged Ancillary Services.  RMR Units may participate in the Balancing Energy market during times when ERCOT has requested the RMR Unit to run at less than full capacity, provided such participation does not limit availability to ERCOT to less than the Operational and Environmental Limitations as described in the RMR Agreement.  ERCOT will endeavor to dispatch an RMR Unit prior to procuring OOMC and OOME Services from other Generation Entities, if economic to do so, and provided that the RMR Unit supplies equivalent reliability support as would the OOMC or OOME Service,  and further provided that the availability constraints of the RMR Unit are maintained.  Within two (2) weeks following any month in which an RMR Unit is dispatched, the owner/operator of the RMR Unit will inform ERCOT of the RMR Unit’s remaining availability.  
(10) RMR Units are dispatched by ERCOT only when necessary to provide ERCOT System security, including any emergency situation.

(11) ERCOT will treat the undeployed energy from RMR Units like any other unit for purposes of Balancing Energy Service Up provided the time of use constraints of the RMR Unit are maintained.  

(12) ERCOT will administer RMR Agreements in such a way as to minimize the use of RMR Units as much as practicable.  ERCOT will provide to all Market Participants all information relative to the use of RMR Units including energy deployed.  

(13) The Generation Entity which owns the RMR Unit may not use the RMR Unit for:

(a) Participation in the bilateral energy market;

(b) Self-provision of energy except for plant auxiliary Load obligations under the RMR Agreement;

(c) Provision of Self Arranged Ancillary Services to any Entity;

(d) Ancillary Services markets, except for incremental bids into the Balancing Energy Services market to the extent allowed in the RMR Agreement.

6.5.9.1
Application and Approval of RMR Agreements

(1)
A Generation Entity applying for an RMR Agreement must complete the application for RMR status (Found in Section 22, RMR Application) at least sixty (60) days prior to when the unit will become unavailable to ERCOT for dispatch.  The Application must include a corporate officer’s attestation that a Generation Resource is uneconomic to remain in service and will be unavailable for dispatch by ERCOT for a period specified in the Application.  The “Minimum Agreement Period” shall be the 180-day period from November 1 through April 30.  ERCOT may execute RMR Agreements for the Minimum Agreement Period or for a term of one year, except as provided in Section 6.5.9(5).  At least thirty (30) days before the expiration of an existing RMR Agreement, the Generation Entity may apply to renew the RMR Agreement.  In order to apply to renew the RMR Agreement, the Generation Entity must submit a new RMR Application.  
(2)
Upon receipt of an application for an RMR Agreement under Subsection 6.5.9.1(1), ERCOT shall post all existing relevant studies and data and ERCOT shall provide electronic notice to all registered Market Participants of the Application and posting of the studies.  
(3)
ERCOT shall post on the MIS as they become available, unit-specific studies, reports, and data, by which ERCOT justifies entering into the RMR Agreement; and a copy of the Application for RMR Status.  
(4)
Within fourteen (14) days, following the notice described in Subsection 6.5.9.1(2), above, unless otherwise notified by ERCOT that a shorter comment period is required, Market Participants may submit comments to ERCOT on whether the proposed RMR Unit meets the test of operational necessity to support ERCOT System reliability as described in Subsection 6.5.9(6) or whether the proposed RMR Unit should qualify for a multi-year RMR Agreement as provided in Section 6.5.9(5).  ERCOT shall consider and post all submitted comments on the MIS.

(5)
After receiving an Application for an RMR Agreement and conducting the analysis required by these Protocols and after the date on which it executes an RMR Agreement, ERCOT shall provide notice to the Board, at the next Board meeting after ERCOT has signed the RMR Agreement, that the following steps have been completed with respect to any RMR Agreement signed by ERCOT:

a)
The Generation Entity provided a complete and timely Application for an RMR Agreement including a sworn attestation supporting its claim of pending plant closure.

b)
ERCOT received all the data requested from the applicant necessary to evaluate the need for and provisions of the RMR Agreement.  Such information was posted on the MIS by ERCOT, as it became  available to ERCOT and no later than prior to execution of the RMR Agreement;

c)
The recommended RMR Agreement is consistent with the ERCOT Protocols;

d)
ERCOT evaluated:

(i)
The reasonable alternatives to a specific RMR Agreement that exist and compared the alternatives against the feasibility, cost and reliability impacts of the proposed RMR Agreement; 
(ii)
The timeframe in which ERCOT expects each unit to be needed for reliability; and
(iii)
The specific type/scope of reliability concerns identified for each potential RMR unit.
(6)
No later than 90 days following the execution of an RMR Agreement, ERCOT shall report to the Board and post on the MIS a list of feasible alternatives that may, at a future time, be more cost-effective than the continued renewal of the existing RMR Agreement.  Through the normal ERCOT System planning process, ERCOT shall develop a list of potential alternatives to the service provided by the RMR Unit.  At a minimum, the list of potential alternatives that ERCOT shall consider include, but are not limited to, construction of new or expansion of existing transmission facilities, installation of voltage control devices, solicitation or auctions for interruptible Load from Retail Electric Providers, or extension of the existing RMR Agreement on an annual basis.  If a cost-effective alternative to the service provided by the RMR Unit is identified, ERCOT shall provide a proposed timeline to study and/or implement the alternative.
6.7.8  Deployment of RMR Service

(1) If Market Solutions are not available, and in emergency conditions, ERCOT shall have the option to dispatch a contracted RMR Unit at any time for voltage support or localized transmission limitations, but it must dispatch the unit as early as possible (if conditions merit) once conditions are identified that require the use of the RMR Unit and only to the extent of megawatt loading necessary to correct the voltage support or localized transmission limitation. 

(2) ERCOT must elect to use units under an RMR Agreement before issuing an OOMC or OOME Dispatch Instruction subject to the terms of the Agreement, if practical.  

(3) ERCOT will deploy RMR Units in accordance with the RMR Agreement.  RMR Agreements with ERCOT are expected to include limitations on the total service hours, megawatt-hour output, and the number of starts available to ERCOT for each RMR Unit. 

(4) ERCOT shall issue Dispatch Instructions via the Messaging System for any RMR Unit deployment.  Any revisions to those instructions must be communicated via revised Dispatch Instructions.  

(5) ERCOT shall publicly post an annual forecast of the dispatch pattern it expects for each contracted RMR Unit as well as monthly and week-ahead forecasts regarding its use of such units.  
(6) If adjustments made by ERCOT would result in the QSE exceeding its scheduled amount of generation, then the affected QSE must accommodate these changes by adjusting other Resources such that the Schedule Control Error is minimized.

6.8.3  Capacity and Energy Payments for RMR and Synchronous Service

RMR Units providing services will be paid according to their Agreement.

6.8.3.1  Capacity Payments for RMR Service

(1) The capacity payment for RMR Service is referred to in these Protocols as the “Standby Price.” The hourly Standby Price to be used in settlement will be calculated as follows:

SBRMRhq
=
Σ(SBRMRuhq)u

Where:

SBRMRuhq
=
-1 * StbyPriceu * BillCapuh

BillCapuh 
=
IF (TestCapu < RMRCapu, RMRCapu *(1 – TestCapRedu), RMRCapu) 

AvailRedu
=
IF (HrRollEAFuh >= .85, 1, IF(HrRollEAFuh > .35, (1-((.85 - HrRollEAFuh)*2)), 0)

TestCapReduh
=
((RMRCapu – TestCapuh)/RMRCapu)*2

RMRCapu
=
Maximum Unit capacity as stated in the RMR Contract.

TestCapuh
=
Test Capacity is the capacity resulting from test conducted by ERCOT.

HrRollEAFuh
=
IF (Elapsed Hours < 4379, 1, ((AvailGenCapuh + ∑AvailGenCapuh /(MaxGenCapuh + (∑MaxGenCapuh4379)) 

AvailGenCapuhi
=
MIN (AvailPlanCapuh, MiscondCapuh, MaxGenCapuh)

MaxGenCapu
=
MIN (RMRCapu, TestCapu)

MiscondCapuh
=
IF (AMDuh >= (.98 * AvailPlanCapuh), AvailPlanCapuh, AMDuh) 

MiscondExcused
=
Yes or No 

MiscondCapuh
=
IF (MiscondExcused = No, (IF (AMDuh > (.98 * AvailPlanCapuh), 0, 10000), 0) 

AMDuh
=
Actual Metered Delivery per unit per hour in MW

Elapsed Hours
=
Elapsed hour since 0000 of the date of contract inception

Note:  

If less than 4380 hours have elapsed since the start date, 

HrRollEAFui = 1.0

(2) The formula below will be used to determine the total RMR Payments to be allocated to each QSE in Section 6.9.4, Settlement Obligation for Black Start Service, RMR Standby Service, and RMR Synchronous Condenser Service.

SBRMRi
=
SUM(SBRMRhuq)q / n

Where:

i
interval

h
Hour

n
number of intervals in the hour

u
unit

q
QSE

SBRMRuhq
RMR Standby Price per unit (for that QSE) for that hour

SBRMRi
Summation of RMR Standby Fees in that interval for all QSEs in the Market

(3) The hourly Standby Price will be based on the estimated eligible costs of the RMR Unit as contained in the RMR Agreement.  The monthly estimate will be adjusted to actual eligible costs prior to the True-up Settlement Statement.  An Incentive Factor will be applied to the actual eligible costs, excluding fuel costs, incurred by the RMR Unit in the provision of RMR service.  Actual cost data must be submitted on time by the Generation Entity for the RMR Unit and then verified by ERCOT so the actual cost data can be reflected in the True-up Settlement Statement.  To be considered timely, actual cost data for month ‘x’ must be submitted thirty (30) days prior to the publishing date of the True-up Settlement Statement for the first day in month ‘x’.


SBRMRmu=[monthly estimate +/- adjustment for actual eligible costs



+incentive factor]/h


Where:


m
Month



U
unit



H
hours in the month
(4) Eligible costs for annual RMR Agreements, RMR Agreements for the Minimum Agreement Period and RMR Agreements under Section 6.5.9(5) for periods exceeding twelve months are defined to be costs that would be incurred by the RMR Unit owner to provide the RMR Service, excluding fuel costs, above the costs the RMR Unit would have incurred anyway had it been mothballed or shutdown.  Examples of appropriate eligible costs are: labor, materials and supplies necessary to operate the RMR Unit.  Examples of costs not included as eligible costs are: depreciation expense, return on equity, debt and interest costs, administrative and general expenses, allocated general plant, property taxes and other taxes not attributable to operating the RMR Unit, security costs for the facility, and labor costs associated with other, non-RMR Generation Resources at the same facility and any other costs the Generation Entity would have incurred even if the RMR Unit had been mothballed or shutdown.
(4) 
(a) 

(5) The owner of the RMR Unit shall provide good faith detailed estimates of its eligible costs in a monthly format to ERCOT as part of the RMR Agreement negotiation process.  The estimated monthly eligible costs contained in the RMR Agreement will be the basis for Initial Settlement for RMR service.  Actual eligible costs incurred by the RMR Unit will be used for True-up Settlement.
(6) The RMR Unit owner will provide ERCOT with actual eligible costs on a monthly basis in a level of detail sufficient for ERCOT to verify that all eligible costs are appropriate.  ERCOT will perform a true-up of the estimated eligible costs using the submitted and verified actual eligible costs for the RMR Unit on a schedule determined by ERCOT such that, for the duration of the RMR Agreement, the QSE for the RMR Unit is paid only for the actual eligible costs incurred.
(7) The Incentive Factor for annual RMR Agreements and RMR Agreements exceeding twelve months is equal to 8% of the actual eligible costs incurred by the RMR Unit for the duration of the RMR Agreement.  The Incentive Factor will be paid at the same time as the actual eligible costs.  The Incentive Factor for RMR Agreements exceeding twelve months shall not be applied to capital expenditures as described in Section 6.5.9(5).
(8) The Incentive Factor for RMR Agreements for the Minimum Agreement Period is equal to 2% of the actual eligible costs incurred by the RMR Unit for the duration of the RMR Agreement.  The Incentive Factor will be paid at the same time as the actual eligible costs.
(9) The Standby Price may be further reduced if the RMR Unit fails to perform to the contracted capacity during a Capacity Test as described in the RMR Agreement.  The reduction will be linear, with a two-percent (2%) reduction in the standby fee for every one-percent (1%) of reduced capacity.  

(10) During the term of an RMR Agreement, in the event that major equipment modifications are required in order for the RMR Unit to provide RMR Service (such as installation of SCR equipment to meet NOx limitation requirements), ERCOT and the Generation Entity, may negotiate an alternate Standby Price and/or term longer than one year.

(11) The Standby Price may be reduced if the RMR Unit fails to perform at eighty-five (85%) availability for a rolling six-month average. The reduction will be linear, with a two-percent (2%) reduction in standby fee for every one-percent (1%) that availability is less than eighty-five (85%) of the contracted capacity.

6.8.3.3  RMR Energy Payments Based on Contract Amounts
(1) Fuel payments for energy delivered under the RMR Agreement will be based on the product of such energy delivered (in MWH) times an estimated RMR Unit heat rate, in MMBtu/MWh, times an estimated fuel price, in $/MMBtu as included in the contract amount negotiated by the Generation Entity.  The fuel payment will be subsequently adjusted to reflect actual fuel costs as set forth in Section 6.8.3.1(5).
(2) The Generation Entity, which owns the RMR Unit shall provide good faith detailed estimates of the RMR Unit heat rate and the RMR Unit’s fuel prices on a monthly basis to ERCOT in its application for an RMR Agreement.  These monthly estimates and actual energy generation will be the basis for monthly fuel payments for the RMR Service provided, adjusted for actual verifiable fuel costs incurred by the RMR Unit.
(3) The Generation Entity may revise the estimated fuel prices for its RMR Unit one time, any time in the month prior to the operating month, subject to ERCOT’s approval of the revised fuel price, which ERCOT shall not unreasonably withhold.  This adjusted fuel price will be the basis for payment for energy delivered in the operating month, subject to true-up by ERCOT based on actual fuel costs incurred by the RMR Unit in providing RMR service. 
(4) The RMR Unit owner shall provide ERCOT with actual fuel costs on a monthly basis for the RMR Unit in a level of detail sufficient for ERCOT to verify that all fuel costs are appropriate.  ERCOT will perform a true-up of the estimated fuel costs using the submitted and verified actual fuel costs for the RMR Unit on a schedule determined during the RMR Agreement negotiations such that, for the duration of the RMR Agreement, the RMR Unit is paid only for its actual fuel costs incurred.
(5) Fuel costs incurred by the RMR Unit to provide Balancing Energy Service will be excluded from the monthly fuel cost payment for RMR Service based on the percentage of the actual total monthly energy produced for Balancing Energy Service.  
(6) 
(7) 
(5) 



(6) The formula below will be used to determine the total RMR Payments to be allocated to each QSE in Section 6.9.4, Settlement Obligation for Black Start Service, RMR Standby Service, and RMR Synchronous Condenser Service.

ERMRiq
=
SUM(ERMRui)q

Where:

i
interval

u
unit

q
QSE

ERMRuiq  
Payment to provider for RMR Energy (for that QSE) per unit per interval

ERMRiuq
Payment to QSE for RMR Energy per interval.

ERMRiq
Summation of payments for RMR Energy per interval for all QSEs in the market.




MRiu 
Metered value for the Resource per interval for that RMR Unit using actual and/or estimated values.



(1) 
(2) 
(3) 

(4) 









6.8.3.7
RMR Excess Energy Rebates Outside of Contract Amounts

(1) If the RMR Unit generates energy in excess of the amount it is obligated to produce (i.e., the difference between the energy produced less the scheduled amount for any Settlement Interval is positive), the rebate of the excess amount produced will be based on the Owner’s election of the Excess Energy Rebate Option in the RMR Agreement.  The Excess Energy Rebate Options are based on the appropriate rebate to the Gross Revenue or Net Positive Margin, as follows:

Option (A): The net payment for energy above scheduled energy is based on the Market Clearing Price of Energy (MCPE) for the appropriate Settlement Interval and zone (as described in Section 6.8.1.13), less an energy rebate, as described below.  Currently the approved Gross Revenue-based energy rebate percentage is equal to 10% of the Gross Revenue.

Option (B): The net payment for energy above scheduled energy is based on the MCPE (as described in Section 6.8.1.13), less an energy rebate of a percentage of the Net Positive Margin for energy.  The Net Positive Margin for energy is the product of the positive difference between the Market Clearing Price for Energy (MCPE) and the RMR Energy Price times the amount of MWh delivered above the scheduled amount.  Currently the approved Net Positive Margin-based energy rebate percentage is equal to 90% of the Net Positive Margin.

(2) Option (A): The rebate to ERCOT for RMR energy generated outside of the RMR Agreement terms under Option (A) above, shall be calculated in the following manner:

ERRMRiu
= [max(0, (MRiu  - RSiu)) * MCPEiz * GRRP]

ERRMRiq
=
SUM(ERRMRiu)q

Where:

i
interval

u
unit

z
zone

ERRMRiu
RMR Energy Rebate Amount for that interval for that unit

ERRMRiq
RMR Energy Rebate Amount for that interval for that QSE

MRiu:
Metered value for the Resource per interval for that unit using actual and/or estimated values.

RSiu
Resource Scheduled quantity for that RMR Unit per interval

MCPEiz
Market Clearing Price for Energy per interval in that zone

GRRP
Approved Gross Revenue-based Rebate Percentage (currently 10%)

(3) Option (B): The rebate to ERCOT for RMR energy generated outside of the Agreement terms under Option (B) above, shall be calculated in the following manner:

ERRMRiu
= [max (0, (MRiu  - RSiu)) * [max (0, (MCPEiz - RMREriu))] * MRP]

ERRMRiq
=
SUM (ERRMRiu)q

Where:

i
interval

u
unit

z
zone

ERRMRiu
RMR Energy Rebate Amount for that interval for that unit

ERRMRiq
RMR Energy Rebate Amount for that interval for that QSE

MRiu:
Metered value for the Resource per interval for that unit using actual and/or estimated values.

RSiu
Resource Scheduled quantity for that RMR unit per interval

MCPEiz
Market Clearing Price for Energy per interval in that zone

RMREriu
RMR Energy Price per interval per unit

MRP
Approved Net Positive Margin-based Rebate Percentage (currently 90%)

(4) In accordance with Section 4.5.11.4, Receipt of QSEs Balancing Energy Bid Curves for RMR Unit, QSEs submitting Balancing Energy Service, bids using RMR Units must keep the bids from RMR Units independent of other Balancing Energy Service bids.

6.8.3.8
RMR Non-performance for Unexcused Misconduct

(1) If a misconduct event is not excused, then to reflect this lower-than-expected quality of firmness, ERCOT charges the QSE that represents the RMR Unit  an Unexcused Misconduct Amount as defined in the RMR Agreement for each RMR Unit.

UMRMRiu   = 
 Fee * UMF

UMRMRiq
=
SUM(UMRMRiu)q
Where:

i
interval to be calculated

u
unit

UMRMRui
RMR Unexcused Misconduct event per unit for that interval

UMRMRiq
RMR Unexcused Misconduct Fee for all units represented by that QSE in that interval

UMF 
One if an Unexcused Misconduct Event occurred during that operating day otherwise zero.

Fee
Misconduct charge as specified in the RMR Agreement.

6.9.4.2
Settlement Obligations for RMR Service

(1) Reliability Must Run costs, separated by category on the Settlement Statement (i.e., Standby Price and energy dollar amounts) will be allocated on a Load Ratio Share per QSE in the following manner:

LARMRiq 
=  -1 *  

(Σ (ERMRiq) + Σ (SBRMRiq) + Σ (UMRMRiq) + ΣERRMRiq) 

* LRSiq

Where:

i
Interval

q
QSE

LARMRiq 
RMR Load Allocation for that interval of that QSE

ERMRiq
RMR Energy Dollar Amount per interval of that QSE


SBRMRiq
RMR Standby Price in that interval of the QSE
UMRMRiq
RMR Unexcused Misconduct Fee in that interval of that QSE

LRSiq
Load Share Ratio for that interval of the QSE

ERRMRiq
RMR Energy Rebate Amount for that interval for that QSE
	Sponsor

	Name
	Kevin Gresham for the RMR Task Force

	E-mail Address
	kgresham@reliant.com

	Company
	Reliant 

	Company Address
	POB 4567, Houston, TX

	Phone Number
	713/497-7352

	Fax Number
	

	

	ERCOT Impact Analysis

	Date
	

	Financial Impact
	

	Analysis
	

	
	

	TAC Action

	TAC Vote Date
	

	TAC Proposed Implementation Date
	

	TAC Vote Results
	

	
	

	ERCOT Board Action

	ERCOT Board Vote Date
	

	ERCOT Board Implementation Date
	

	ERCOT Board Results
	

	
	

	Appeal

	Appeal Date
	

	Entity Initiating Appeal
	

	Nature of Appeal
	








File: PRR template v3
Page: 1

