Voltage Maintenance Proposal- (DRAFT):

1. Look at base case studies and determine the need for Mvars from all generators “turned on” and prorate the total Mvars over all generators in the case.

2. Develop an annual compensation value for those Mvars based on the replacement capital cost of a transmission shunt device coupled with a forecasted annual O&M cost.

3. Develop a deadband for voltage performance at the injection point (EPS meter) and stipulate that a +-2% deviation in voltage is acceptable, as per the Interim Voltage and Reactive Standards; establishes a performance factor based on whether machine’s injections are in the “helping” or “hurting” direction based on the bus voltage’s relationship to the posted voltage profile (much like principle in CPS measurement and compliance).

4. If interval data shows the machine off line then the interval is excluded for payments.

5. Generator’s AVR must be in Voltage Control Mode/Automatic to be eligible for an interval’s payment, unless dispatched otherwise by ISO/TSP.

Compelling Features:

a. Transmission shunt device Mvar proxy value used in calculation which is well understood (accepted and used for the wind generators in the Interim Voltage and Reactive Standards recently approved) and simple to convert for settlements purposes on an interval basis,

b. Pay as you go for payers (loads) which eliminates payment when machine is off line and does away with any gaming opportunities,

c. Bus voltage maintenance, which is the objective, sets the threshold for payments,

d. Incentive is with Resource to maintain posted voltage profile and less governance will need to be exerted by the ISO/TSP (environment of cooperation will be further developed between wires operators and generation dispatchers),

e. All machines wishing to be compensated must be in Voltage Control Mode/AVR in Automatic,

f. Method is considerably less complex from an ISO settlements perspective to calculate than the EPRI Losses approach,

g. Uses a “pay-as-you-go” and a “pay-what’s-needed” approach since payment is based on actual voltage control performance (aligned with reliability incentives) and on actual need of the system (as opposed to URL value),

h. URL level of Mvars would still be available to ISO/TSP for dispatch if needed

i. Annual Reactive Lead & Lag tests would still be performed for planning purposes,

j. Lack of “gaming opportunities” since compensation is based on voltage maintenance and not metered quantities,

k. For any given interval the criteria for payment are:

1) unit on line with AVR in Automatic mode,

2) bus voltage at EPS metering at instructed profile average value for the interval (+- 2% as accepted in the Interim Voltage and Reactive Standards)

l. No additional compensation for Mvar production above URL unless “opportunity cost” occurs, then OOM-E Down payment applies after VDI is received,

m. Dispatch of any machine beyond its URL will be reported to ERCOT Transmission Planning Dept. and Compliance Dept. for post mortem on cause/s and corrective action if warranted, [might want to consider some form of DVAR-based price as a “ratchet” for the next rolling 12 month period to be paid to the Resource if URL is exceeded through a dispatch instruction by ISO/TSP for second occurrence in same ERCOT Season (a Season is defined in the Protocols)],

n. Machine URL’s will be submitted by each Resource Entity on a biennial basis using the latest available Real Power Capability Test results; URL’s will be verified by ERCOT Compliance.

o. Just as PIP 102 issue, this is a “No Regrets” item in regard to market redesign process; once implemented, carryover to emerging market design requires nothing special.

