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	Proposed Protocol Language Revision


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 not accommodate these changes by adjusting other Resources such that the Schedule Control Error is minimized.  URC charges will not be assessed to the QSE as a result of these adjustments for the interval.  The RMR may implement a Responsibility Transfer between its QSE and ERCOT for energy delivered under an RMR agreement to minimize the impact of RMR scheduling on its QSE.

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 * 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

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
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 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 include: labor, materials, supplies and services necessary to operate the RMR Unit, costs associated with maintenance due to either required equipment maintenance, to alleviate unsafe operating conditions, regulatory requirements or to ensure the ability to operate the RMR unit consistent with Good Utility Practice and reservation and transportation costs associated with firm fuel supplies not recovered under Section 6.8.3.3.  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.

[**Note - I have struck A&G expenses (for example) since a&g expenses are not a clearly defined term.  Depending upon the interpretation such expenses might include benefits, insurance and other expense which are directly associated with the continued operation of the RMR unit.  All expenses attributable to the units continued operation should be included as eligible costs.   Defining things in this manner (what is in and what is not) when there are innumerable items that are not explicitly listed will no doubt only lead to disputes.  While some might argue these are merely examples, I suspect they will carry far more weight.  The sentences need to be modified in a manner similar to what I have suggested or alternatively deleted entirely.  If deleted entirely the definition of eligible cost then simply “cost above the cost that would have been incurred if the unit had been mothballed or shut down.”  **]

(5) The owner of the RMR Unit shall provide good faith detailed estimates of its eligible monthly non-fuel 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 budgeting process shall be as follows:
RMR Unit Owner shall supply ERCOT a preliminary non-fuel budget for the 12-month period starting with the anticipated effective date of the RMR agreement.  The budget will include items 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 unavoidable costs that are independent of the levels of operation, outages and non-outage maintenance.

ii. Outage Maintenance includes cost 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 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. 

iii. Non-Outage Maintenance includes non-reoccurring expenses 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 items not clearly identifiable to the previous three categories.  

30 Days after receipt of the preliminary non-fuel 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, but not greater than 85%.
(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 cost figures being submitted represent cost attributable to operating the RMR Unit.  
(7) The Incentive Factor for annual RMR Agreements and RMR Agreements exceeding twelve months is equal to 12.5% 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.  [** NOTE: (1) Any non-fuel expense should be used as the basis for the incentive payment.   If an RMR Unit owner has to make “significant capital” changes in order to maintain the operation of the plant compensation for that investment should include the token return contemplated by this section.  I should also note that “significant capital expenditure” is not defined & depending the interpretation of the language could include virtually any expense to purchase equipment or parts for the plant. (2) The RATE being paid for RMR services should be no less than the rates being paid for the cost recovery provisions of OOMC and OOME services.  12.5% represents an average of the rates paid for OOME (15%) and OOMC (10%).  Arguments that the “risks” of an RMR agreement are lower since there is no fuel risk are already addressed by virtue of the incentive factor being only applied to non-fuel expenses not being applied to fuel expense.  **]
(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.  [** Given the token return being provided under the agreement it would be inappropriate to apply this reduction to the Standby Price given that such reductions would quickly result in the RMR Unit incurring a loss.  Given a significant failure at the plant an RMR Unit owner might find itself in a situation where if they spend the funds necessary to return the unit to service, during the period of the outage, this section might result in an inability to recover all of the costs incurred to repair the unit.**]
(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).  [**This section concerns fuel cost and is pointing to a section that concerns non-fuel costs.  The discussions found in section 6.8.3.1 concern “eligible costs” which specifically exclude fuel costs.   The change references instead a section below …**]
(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 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.   [** Given that no return is being provided on fuel expenses, it is appropriate to allow for frequent and timely updates of the estimated fuel cost to reflect actual operating conditions of the plant and gas markets.  Alternatively this would seem to suggest that RMR Unit owners should enter into fixed price gas contracts with very flexible delivery terms.   Such contracts would likely include a significant reservation charge that may not be necessary or desirable. **] 
(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. 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 under.  
(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.  [** The earlier statement did not make sense.  Although I don’t necessarily agree with this approach, I believe these changes clarify and capture the intent of the original language.   ***]
(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.

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) If, after executing any available line of credit, 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 and payments for RMR services, Settlement Charges 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 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.  

After a short pay occurrence and when all reasonable collection efforts have been exhausted by ERCOT, if sufficient funds continue to be unavailable for ERCOT to pay all amounts in full to the short paid Entities, the total short pay amount will be collected from the QSE’s representing LSEs, on a Load Ratio Share basis, and paid to the QSEs that were previously short paid.
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