Protocols Revision Request

Protocol Revision Request


	PRR Number
	507PRR
	PRR Title
	RMR Process enhancements

	Protocol Section(s) Requiring Revision (include Section No. and Title)
	Section 2, Definitions

6.5.9.1, Application and Approval of RMR Agreements
6.8.3.1, Capacity Payments for RMR Service 8.1.3.2, Resources 
Section 22(I), RMR Application

	Requested Resolution (Normal or Urgent)
	Normal

	Revision Description
	The proposed revisions to Sections 2, 6.5.9.1, 6.8.3.1, 8.1.3.2, and 22(I) streamline and clarify the RMR initiation process timeline and add incentives for Resource Owners to negotiate RMR agreements.

	Reason for Revision
	TAC directive resulting in work of the RMRTF during Jan-Mar 2004 to address stakeholder and ERCOT concerns over the current RMR initiation process.

	Timeline

	Date Posted
	3/30/04

	Please see the Master List on the ERCOT website for current timeline information.


	Sponsor

	Name
	Bill Bojorquez

	E-mail Address
	bbojorquez@ercot.com

	Company
	ERCOT

	Company Address
	2705 West Lake Dr. Taylor TX

	Phone Number
	(512) 248-3036

	Fax Number
	


	ERCOT/Market Segment Impacts and Benefits


Instructions:  To allow for comprehensive PRR consideration, please fill out each block below completely, even if your response is “none,” “not known,” or “not applicable.”  Wherever possible, please include reasons, explanations, and cost/benefit analyses pertaining to the PRR.

	
	Impact
	Benefit

	
	Business
	Computer Systems
	

	ERCOT
	Minor changes in business functions/processes; likely additional staffing requirements.
	No computer system changes required
	Clarifies RMR process

	MARKET SEGMENT                      
	
	
	

	Consumer
	Not known
	Not known
	Not known

	LSE:
General, Including NOIE
	Not known
	Not known
	Not known

	LSE:
CR & REP
	Not known
	Not known
	Not known

	QSE
	Not known
	Not known
	Not known

	Resource
	Not known
	Not known
	Not known

	TDSP
	Not known
	Not known
	Not known


	Comments


This PRR is being submitted on behalf of the RMR Task Force and is based on the consensus reached in Task Force meetings.

In order to facilitate comments, the Protocol language shown below includes ALL language that is effective, or that may be approved by the Board, during April.  This language includes proposed changes to both the baseline language from the April 1, 2004 Protocols, and the proposed language for Section 8.1.3.2 (included in PRR497), as recommended for approval by PRS on 03/26/04.  The latter language is shown below as boxed pending ERCOT Board consideration on 04/20/04, and is included to portray the treatment of PRR497 language suggested in this PRR.

	Proposed Protocol Language Revision


RMRTF Protocol Change Proposals to Address Generation Entity Concerns

{Based on April 1, 2004 Protocol Language, except as noted}

{Add the following definitions to Section 2 of the Protocols:}
2.1
Definitions
Capital Asset
An asset expected to have a useful life of at least twelve (12) months. is not bought or sold in the normal course of business.
Capital Expenditure
An outlay of money to acquire a Capital Assets or extend the useful life of an existing Capital Asset for at least twelve (12) months.

6.5.9.1 Initiation and Approval of RMR Agreements

(1)
Except for the occurrence of a Forced Outage, a Generation Entity must notify ERCOT in writing no less than ninety (90) days prior to the date on which the Generation Entity intends to cease or suspend operation of a Generation Resource for a period of greater than one hundred eighty (180) days by submitting a completed Part I of the Notification of Suspension of Operations (Notification) (Found in Section 22I, RMR Notification) . The Generation Entity may also complete Part II of the Notification and submit it along with Part I, or may wait to submit Part II until ERCOT makes an initial determination of the need for the Generation Resource as RMR.  The Part I Notification must include a corporate officers’ 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 Notification.  The “Minimum Agreement Period” shall be the one hundred eighty (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 sixty (60) 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 Notification (including both Part I and Part II).
(2)
Upon receipt of the Part I Notification, ERCOT shall post all existing relevant studies and data and ERCOT shall provide electronic Notice to all Registered Market Participants of the Notification.

(3)
Within fourteen (14) days, following the postings 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 Generation Resource meets the test of operational necessity to support ERCOT System reliability as described in Subsection 6.5.9(4).  ERCOT shall consider and post all submitted comments on the MIS.
(4)
Within eighteen (18) days of receiving Notification, ERCOT will make an initial determination of whether the Generating Resource is required to support ERCOT reliability.  ERCOT will post this determination on the MIS and notify the Generation Entity of the determination.

(5)
Within ten (10) days of a determination by ERCOT that the Generating Resource is required to support ERCOT reliability, the Generation Entity shall complete Part II of the Notification of Suspension of Operations (Found in Section 22I, RMR Notification). Upon receipt of Part II, ERCOT and the Generation Entity shall begin good faith negotiations on an RMR Agreement. ERCOT shall post the Part II information on the MIS.

(6)
Within sixty (60) days of receiving the Part I Notification, ERCOT will  make a final assessment of whether the Generating Resource is required to support ERCOT reliability.  If ERCOT determines that the Generating Resource is required, and the RMR Agreement between ERCOT and the Generation Resource has not yet been finalized, good faith negotiations will continue.  If ERCOT determines that the Generating Resource is not needed to support ERCOT reliability, then the Generating Resource may cease or suspend operations according to the schedule in its Notification.

(7)
If, after ninety (90) days following receipt of the Part I Notification, ERCOT and the Generation Entity have not finalized an RMR Agreement for a Generating Resource that ERCOT has determined to be required for ERCOT reliability, then the Generating Resource may cease or suspend operations according to the schedule in its Notification.

(8)
Until the later of ninety (90) days following receipt of the Notification or the suspension date listed in its Notification, the Generating Entity must maintain such Resource(s) available for OOM Dispatch Instructions under Section 6, Ancillary Services.
(9)
After 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 Notification 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; and
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.

(10)
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.

(11)
No later than ninety (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.

6.8.3.1
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
SBRMRuhq
=
-1 * AvailRedu * StbyPriceu * BillCapuh

AvailGenCapuhi
=
MIN (AvailPlanCapuh, MiscondCapuh, MaxGenCapuh)

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

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

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

MaxGenCapu
=
MIN (RMRCapu, TestCapu)

MiscondCapuh

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




AvailPlanCapuh, AMDuh)

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

Where:

i

interval

h

hour

u

unit

AMDuh
=
Actual Metered Delivery per unit per hour in MW

AvailPlanCap
=
Available Capacity per the Availability Plan

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

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

MiscondExcused
=
Yes or No

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

StbyPriceu
=
Hourly Standby Price for the RMR as stated in the RMR Agreement

TA

=
Target Availability defined in Section 6.8.3.1(5)

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

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(SBRMRuhq)q / n

Where:

i
interval

h
Hour

n
number of intervals in the hour

q
QSE

u
unit

SBRMRi
Summation of RMR Standby Prices in that interval for all QSEs in the market

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

(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 Eligible Costs + incentive factor]/h

Where:

h
hours in the month

m
month

u
unit

(4) “Eligible Costs” for annual RMR Agreements, RMR Agreements for the minimum agreement period and RMR Agreements under Section 6.5.9, Reliability Must-Run Service, item (5) for periods exceeding twelve (12) 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 shut down.  Examples of appropriate Eligible Costs include, but are not limited to, the following to the extent they each meet the standard for eligibility:

(i) Labor, materials, supplies, and services necessary to operate the RMR Unit;

(ii) Costs associated with emissions credits or emissions reduction equipment;

(iii) Costs associated with maintenance due to either required equipment maintenance or replacement to alleviate unsafe operating conditions, regulatory requirements, or to ensure the ability to operate the RMR Unit consistent with Good Utility Practice;

(iv) Reservation and transportation costs associated with firm fuel supplies not recovered under Section 6.8.3.3, RMR Energy Payments Based on Contract Amounts;
(v) Property taxes and other taxes attributable to continuing to operate the RMR Unit; and
(vi) Capital Expenditures and associated debt and interest cost, if applicable, required to keep the RMR Resource available for RMR as negotiated with ERCOT.  The salvage value of any Capital Expenditure will be rebated to ERCOT.  At the end of the contract term.
Examples of costs not included as Eligible Costs are:

(i) Depreciation expense for any Capital Expenditures incurred prior to the execution of an RMR , depreciation expense for any Capital Expenditures not approved in advance by ERCOT,  debt and interest costs incurred prior to the execution of an RMR Agreement;

(ii) Property taxes and other taxes not attributable to continuing to operate the RMR Unit;

(iii) Labor costs associated with other, non-RMR Generation Resources at the same Facility; and
(iv) Any other costs the Generation Entity would have incurred even if the RMR Unit had been mothballed or shutdown.

(5) The owner of the RMR Unit shall provide good faith detailed estimates of its non-fuel Eligible Costs to ERCOT as part of the RMR Agreement negotiation process.  ERCOT shall review and approve the budget and utilize these figures as the basis for Initial Settlement for RMR Service.  Actual Eligible Costs incurred by the RMR Unit will be used for on subsequent Final, Resettlement, or True-Up Settlements as agreed upon in Section 6.8.3.1(6).

The non-fuel Eligible Cost budgeting process shall be as follows:

RMR Unit owner shall supply ERCOT a preliminary non-fuel Eligible Cost budget for the twelve (12) month period starting with the anticipated effective date of the RMR Agreement.  The budget will include Eligible Costs categorized in terms of (i) Base Cost of Operations; (ii) Outage Maintenance Cost; (iii) Non Outage Maintenance Cost; and (iv) Other Budget Items, each of which are further defined as follows:

(i) “Base Cost of Operations” includes Eligible Costs that are independent of the levels of operation, Outages and non-Outage maintenance.

(ii) “Outage Maintenance Cost” includes Eligible Costs attributable to scheduled Outages and/or inspections occurring during the term of the RMR Agreement.  Maintenance alternatives available during any scheduled Outage will be presented to ERCOT for determination of the alternative to be performed and paid for under the RMR Agreement.  The RMR Unit owner will present ERCOT with a budget for each option, benefits of each alternative, unit availability impact associated with not performing each alternative, and a recommendation to facilitate ERCOT’s selection process.

(iii) “Non-Outage Maintenance Cost” includes non-recurring Eligible Costs that are independent of a particular scheduled Outage.  Non-Outage maintenance alternatives available during any scheduled Outage will be presented to ERCOT for determination of the alternative to be performed and paid for under the RMR Agreement.  The RMR Unit owner will present ERCOT with a budget for each option, benefits of each alternative, unit availability impact associated with not performing each alternative, and a recommendation to facilitate ERCOT’s selection process.

(iv) “Other Budget Items” include other Eligible Costs not clearly identifiable to the previous three categories.

Thirty (30) days after receipt of the preliminary non-fuel Eligible Costs budget, ERCOT shall notify the RMR Unit owner of its selections under the alternatives provided in the preliminary budget.  The RMR Unit owner and ERCOT will set the Target Availability consistent with the options presented to and selected by during the budgeting process.

(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 during the RMR contract negotiations such that, for the duration of the RMR Agreement, the QSE for the RMR Unit is paid only for the actual Eligible Costs incurred.  Documentation to be provided by an RMR Unit owner to allow ERCOT to verify submitted costs to ERCOT for payment will be based on mutual agreement between the RMR Unit owner and ERCOT or through specific documentation standards outlined in the Protocols.  Absent specific documentation requirements mutually agreed to by the parties or outlined in the Protocols, the RMR Unit owner will provide an affidavit as verification attesting that the Eligible Costs figures being submitted are attributable to operating the RMR Unit.
(7) The Incentive Factor for all RMR Agreements is equal to ten percent (10.0%) 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 shall not be applied to any debt payment or interest costs.

(8) 
(8)
The Incentive Factor payment may be 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 Incentive Factor payment for every one percent (1%) of reduced capacity.

(9)
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 RMR Unit owner may negotiate an alternate Standby Price and/or term longer than one year.

(10)
The Incentive Factor payment may be reduced if the RMR Unit fails to perform at the Target Availability, established during the budgeting process outlined in section 6.8.3.1 (5) above, for a rolling six-month average.  The reduction will be linear, with a two percent (2%) reduction in Incentive Factor payment for every one percent (1%) that availability is less than the Target Availability of the contracted capacity.

8.1.3.2
Resources

Resource Entities must provide ERCOT a written Planned Outage and Maintenance Outage program for the next twelve (12) months, in an ERCOT provided format updated for a rolling twelve (12) month period.  Planned Outage and Maintenance Outage scheduling data for Resource Facilities shall be kept current.  Updates shall identify any changes to previously proposed Planned Outages or Maintenance Outages and any additional Planned Outages or Maintenance Outage anticipated over the next twelve (12) months.

[If approved by the Board on 4/20/2004, PRR497 will have added the following paragraph back to Section 8.1.3.2 on 4/21/2004.  This PRR asks that the language from PRR497 be removed (as shown below):]
 
ERCOT Protocols

Section 22

Attachment I: 

Notification of Suspension of Operations 
May 1, 2004
Notification of Suspension of Operations
[Must be completed prior to consideration of any Generation Resource for RMR status.]

This Notification is for possible candidacy as a Reliability Must Run (RMR) provider by the Electric Reliability Council of Texas (ERCOT) in accordance with the ERCOT Protocols.  This form may be downloaded.  Information may be inserted electronically to expand the reply spaces as necessary.  An electronic copy of the completed Notification form will be accepted by ERCOT, however, an Notification will not be considered complete until the original Notification form, containing a wet signature, and five (5) copies of the Notification form including all attachments are received by ERCOT at the following address:  ERCOT, Attention: Market Participant Registration, 7620 Metro Center Drive, Austin, Texas 78744.  Submit electronically to: mpappl@ercot.com.

ERCOT may request additional information as reasonably necessary to support operations under the ERCOT Protocols.

Part I:

Generation Entity 











Type of Entity  











State of organization or incorporation 








Generation Resource [plant and unit number(s)] 







As of ___________ [date], Generation Entity will [check one]

[ ]
decommission and retire the Generation Resource.

[ ]
suspend operation of and mothball the Generation Resource for a period of not less than the Minimum Agreement Period or _________ months or disconnected from the ERCOT Transmission Grid for a period of not less than _________ months.  The estimated time to return the mothballed or disconnected Generation Resource to service is _________ months.
Generation Entity is willing to consider entering into an RMR Agreement covering the Generation Resource.

The Generation Resource is further described as follows:

Location: ___________ County, Texas

Number and type of generating unit(s): ____

RMR Capacity in MW: _____

A.  Power Factor Lagging:
(i)
_____ P.F. (at Generator Main Leads); and
(ii)
_____ P.F. (at high side of Main Power Transformer).
Power Factor Leading

(i)
_____ P.F. (at Generator Main Leads); and
(ii)
_____ P.F. (at high side of Main Power Transformer).
Delivery Point: ____________________________

B.  Revenue Meter Location (Use Resource IDs): __________________________

Operational and Environmental Limitations (check and describe all that apply):

(a)
Operational:
( Maximum annual hours of operation: _________________

( Maximum annual MWh: ___________________________

( Maximum annual starts: ___________________________ 

( Other: __________________________________________ 

(b)
Environmental:
( Maximum annual NOx emissions: ____________________

( Maximum annual SO2 emissions: ____________________

( Other: __________________________________________

Part II:
Excess Energy Payment Option (A or B)  ______

Proposed RMR Energy Price: ____________($/MMBtu)

Proposed Standby Price ($/MW): ____________  

I understand and agree that this Notification is not confidential and does not constitute Protected Information under the ERCOT Protocols.  This Notification is not intended to constitute an offer to enter into a binding agreement, but is intended only as an offer to negotiate the terms of such an agreement, in accordance with the ERCOT Protocols.
I acknowledge that, in entering into such an agreement, ERCOT would apply its standard process for calculating an Hourly Standby Price and Energy Price

The undersigned certifies that I am an officer of Generation Entity, that I am authorized to execute and submit this Notification on behalf of Generation Entity, and that the statements contained herein are true and correct.

Name:  







Title:  








Date:  








STATE OF _______________

COUNTY OF _____________

Before me, the undersigned authority, this day appeared ___________________, known by me to be the person whose name is subscribed to the foregoing instrument, who, after first being sworn by me deposed and said:

“I am an officer of ______________, I am authorized to execute and submit the foregoing Notification on behalf of ______________, and the statements contained in such Notification are true and correct.”

SWORN TO AND SUBSCRIBED TO BEFORE ME, the undersigned authority on this the _____ day of ____________, 200__.

______________________________

Notary Public, State of ___________

My Commission expires __________
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