ERCOT Board Action


	PRR Number
	427PRR
	PRR Title
	RMR General Clarifications 

	Protocol Section Requiring Revision
	6.8.3.1, Capacity Payments for RMR Service

6.8.3.3, RMR Energy Payments Based on Contract Amounts

9.4.4, Partial Payments

	Effective Date
	November 1, 2003

	Priority & Rank Assigned
	N/A

	Summary of Impact Analysis
	Impacts ERCOT staffing and business processes; does not impact computer systems or operating practices.

	Revision Description
	Clarify the changes to the RMR provisions adopted by the ERCOT Board.

	Benefit
	Clarifies current Protocol language concerning categories of eligible costs for RMR and their documentation requirements, incentive factor payments for capacity, fuel supply options, and target availability for RMR.

	PRS Recommendation
	PRS recommended approval of PRR427 as modified by PRS.

	TAC Recommendation
	TAC recommended approval of PRR427 as recommended by PRS with corrections noted at TAC to Protocol baseline language incorporated.

	Board Action
	Board approved PRR427 as recommended by TAC.


	Proposed Protocol Language Revision


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

SBRMRuhq
=
-1 * AvailRedu * StbyPriceu * BillCapuh

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

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

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

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) 

Where:

i

interval

u

unit

h

hour

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

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

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

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

AvailPlanCap
=
Available Capacity per the Availability Plan

TA
= 
Target Availability defined in Section 6.8.3.1(5)
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 Eligible Costs 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” include the following to the extent they each meet the standard for eligibility: labor, materials, supplies and services necessary to operate the RMR Unit, costs associated with emissions credits or emissions reduction equipment, 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, reservation and transportation costs associated with firm fuel supplies not recovered under Section 6.8.3.3, and property taxes and other taxes attributable to continuing to operate the RMR Unit.  Examples of costs not included as Eligible Costs are: depreciation expense, return on equity, debt and interest costs, property taxes and other taxes not attributable to continuing to operate the RMR Unit, 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.

(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 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 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 includes non-reoccurring 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 each 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 includes other Eligible Costs not clearly identifiable to the previous three categories.  

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 annual RMR Agreements and RMR Agreements exceeding twelve months is equal to 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 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 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.  

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

(11) 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.

6.8.3.3
RMR Energy Payments Based on Contract Amounts
(1) Fuel payments, on the Initial Settlement Statement, 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 trued up to reflect actual fuel costs as set forth in Section 6.8.3.3(4).  
(2) The RMR Unit owner shall provide good faith estimates of the RMR Unit heat rate to ERCOT in its application for an RMR Agreement.  Based on production figures provided to the RMR Unit owner by ERCOT, the RMR Unit owner shall also provide ERCOT fuel supply options available for the RMR Resource.  For each option, RMR Unit owner will detail the associated impacts on the fuel and non-fuel budgets and on the availability of the unit.  No less than 30 days after the receipt of the fuel supply options, ERCOT shall notify the RMR Unit owner of its fuel supply option selection. Fuel payments on the Initial Settlement Statement for RMR Services provided will be based on the estimated heat rates, actual RMR energy deployments and estimates of fuel costs established using the fuel supply options selected by ERCOT.  These payments will be trued up to reflect actual verifiable fuel costs incurred by the RMR Unit on subsequent Final, Resettlement or True Up Statements as outlined in section 6.8.3.3(4).

(3) The Generation Entity in good faith may revise the estimated fuel prices for its RMR Unit at any time to more accurately reflect the expected fuel expense for a particular day, 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 actual and 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. Documentation to be provided by an RMR Unit owner to allow ERCOT to verify submitted fuel 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 fuel cost figures being submitted represent fuel cost attributable to operating the RMR Unit.  
(5) Fuel costs incurred by the RMR Unit to provide Balancing Energy Service will be excluded from the monthly fuel cost payment.  The amount to be excluded will be calculated by multiplying the total actual fuel cost for the month by the monthly energy produced for Balancing Energy Service and then divided by the total energy produced by the RMR Unit for the month.  
(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

ERMRui  
Payment to provider for RMR Energy per unit 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.

9.4.4 Partial Payments

In the event one or more Invoice Recipient(s) owing monies did not pay in full (short payment) ERCOT will follow the procedure set forth below:

(1) ERCOT will make every reasonable attempt to collect payment from the short-paying Invoice Recipient(s) prior to one hour preceding the close of bank Business Day CPT on the day that the payment by ERCOT is disbursed to the Invoice Recipient(s).

(2) ERCOT will draw on any available security posted by the QSE(s) who did not pay the amount due.

(3) ERCOT will attempt to draw on any available line of credit to cover payment shortages.

(4) ERCOT will offset any amounts owed or to be owed from ERCOT to a short paying Invoice Recipient against amounts short paid by that Invoice Recipient, and ERCOT will apply the offset amount to cover payment shortages.

(5) If, after executing any available line of credit or applying offset amounts, there is still insufficient funds available for ERCOT to pay all amounts in full (total short pay amount), ERCOT will deduct ERCOT administrative fees as specified in Section 9.6, Settlement Charges, and payments for RMR services from the amount received and then reduce payments to all Invoice Recipients that are owed monies except for monies owed for RMR services. The reductions will be based on a pro rata basis of monies owed to each ERCOT creditor, for services other than RMR services, in the settlement process for each Settlement Invoice to the extent necessary to clear ERCOT’s accounts to the extent possible on the payment date to insure revenue neutrality for ERCOT. ERCOT shall provide payment details on all short payments and subsequent reimbursements of short pays. Details will include dollar amounts broken down by invoice numbers settled.  In addition, ERCOT shall provide the total amount due to the market prior to applying the short pay and the short pay amount on the Invoice

(6) One hundred eighty (180) days following a short pay occurrence, if sufficient funds continue to be unavailable for ERCOT to pay all amounts in full to the short paid Entities, and the short paying Entity is not in compliance with a payment plan designed to enable ERCOT to pay all amounts in full to short paid Entities, the total short pay amount, less the total payments expected from a payment plan, will be collected from the QSEs representing LSEs, on a Load Ratio Share basis, and paid to the QSEs that were previously short paid.

(7) To the extent ERCOT is able subsequently to collect past due funds owed by a short paying Entity, ERCOT shall allocate such funds as are collected to the earliest Invoice for which that Entity remains a short payer.  ERCOT shall use its best efforts to distribute past due funds on a pro rata basis of monies owed on the next Business Day after receipt of the monies, when sufficient funds for the relevant Operating Day are available in this settlement process.

	PRR Evaluation

	Non-ERCOT Market Comparison
	No Comparison conducted.

	

	Comments Author
	Comments Summary

	
	None submitted


	Sponsor

	Name
	Richard Ross

	E-mail Address
	rross@aep.com

	Company
	AEP

	Company Address
	2 West Second Street Tulsa OK 74103

	Phone Number
	918-594-2905

	Fax Number
	866-947-1796

	


	Sponsor's Revision Description
	Clarify the changes to the RMR provisions adopted last month by the ERCOT board.  

	Sponsor's Reason for Revision
	The current protocols language is unclear, contains incorrect references to sections of the protocols, incorrectly excludes certain categories of costs from “eligible costs”, and inappropriately applies performance measures so that they may result in the inability to recover the cost of providing the service…  [** Notes set off in this manner are included in several locations to provide further explanation of need the changes **]
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