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	ERCOT/Market Segment Impacts and Benefits

	
	Impact
	Benefit

	
	Business
	Computer Systems
	

	ERCOT
	ERCOT Finance and the ERCOT CWG would need to establish credit requirements for MRA Units. ERCOT Finance would need to evaluate and monitor the MRA Unit’s creditworthiness. 
	
	

	MARKET SEGMENT
	
	
	

	Consumer
	Comply with credit requirements.
	
	Reduce risk of default in the ERCOT Region. 

	LSE:
General, Including NOIE
	Comply with credit requirements.
	
	Reduce risk of default in the ERCOT Region.

	LSE:
CR & REP
	Comply with credit requirements.
	
	Reduce risk of default in the ERCOT Region.

	QSE
	Comply with credit requirements.
	
	Reduce risk of default in the ERCOT Region.

	Resource
	Comply with credit requirements.
	
	Reduce risk of default in the ERCOT Region.

	TDSP
	
	
	


	Comments


The ERCOT CWG has reviewed PRR 532 and determined that implementation of this PRR doesn’t impact the current methods that are used to calculate ERCOT Creditworthiness Requirements or the kind of activity that should be monitored.  However, implementation of PRR 532 does have broader credit implications.
When entering into a Must-Run Alternative (MRA) Agreement, the financial stability of the entities providing this service must be evaluated. One concern is that an entity that may be marginal in credit capacity may look to a long term MRA to add additional revenue and displace a true “Resource” which in the event of a default or bankruptcy could leave ERCOT with the inability to manage congestion.  The average tenor of the MRA and the materiality of the MRA in question to ERCOT in managing congestion would be relevant considerations when evaluating the efficacy of establishing an MRA if the MRA would displace a true resource.  In this case, ERCOT credit should evaluate the financial strength of the proposed counterparty and get comfortable with that entity’s ability to satisfy the requirements of the contract for the tenor of the contract.

The ERCOT CWG recommends that creditworthiness standards or guidelines be established for entities who utilize MRA Agreements.  ERCOT CWG has added language to Section 6.5.9.2(3) requiring MRA Units to meet ERCOT credit requirements for the appropriate tenor of the MRA.
	Proposed Protocol Language Revision


2.1
Definitions

Must-Run Alternative (MRA) Agreement

The contractual arrangement between ERCOT and a MRA Resource.

Must-Run Alternative (MRA) Resource

A Resource that was selected through the planning process pursuant to Section 6.5.9.2, Exit Strategy from an RMR Agreement to provide steady-state or dynamic voltage support, stability or management of localized transmission constraints under first contingency criteria, as described in the Operating Guides, at a lower cost than an RMR Agreement.

[Add to Acronyms in Section 2]
MRA
Must-Run Alternative

SPS
Special Protection Systems

6.1.9 Reliability Must-Run Service

As provided by ERCOT to QSEs: Agreements for capacity and energy from Resources which otherwise would not operate and which are necessary to provide voltage support, stability or management of localized transmission constraints under first contingency criteria, as described in the Operating Guides, where Market Solutions do not exist.  This includes service provided by RMR Units and MRA Resources.
As provided by a QSE to ERCOT: The provision of Generation Resource capacity and/or energy Resources under a Reliability Must-Run (RMR) Agreement or a Must Run Alternative (MRA) Agreement, including Agreements with Synchronous Condenser Units, whose operation is directed by ERCOT.

6.3.1 ERCOT Responsibilities

(17) ERCOT shall make reasonable efforts to minimize the use of OOMC, Zonal OOME, or contracted RMR Facilities.  This includes entering into MRA Agreements with Resources selected through the planning process, pursuant to Section 6.5.9.2, to provide services to meet reliability requirements at lower total expected costs than would otherwise be provided by RMR Agreements.
6.5.9
Reliability Must-Run Service

6.5.9.2 Exit Strategy from an RMR Agreement
(1)
{Moved this paragraph to this new subsection from 6.5.9.1(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.
(2)
ERCOT shall provide reasonably available information that would enable potential MRA Resources to assess the feasibility of submitting a proposal to provide a more cost-effective alternative to an RMR Unit through the regional planning process, subject to TAC approval, including any known minimum technical requirements and/or operational characteristics required to eliminate the need for the RMR Unit.

(3)
Subsequent to the process identified in (2) above, ERCOT may negotiate a contract for an MRA Resource that:

(a)
technically provides an acceptable solution to the reliability concern that would otherwise be solved  by the RMR Unit(s); and
(b)
will provide a more cost-effective alternative to continued service by the RMR Unit (evaluated over the exit strategy period)

(c)
Meets the credit requirements determined by the ERCOT credit department as determine for the appropriate tenor of the transaction.
(4)
If the resulting MRA Agreement would result in significantly lower total costs than continued service by the RMR Agreement, ERCOT shall recommend approval of the MRA Agreement to the ERCOT Board of Directors.

(5)
ERCOT shall recommend approval of the MRA Agreement to the ERCOT Board of Directors with the term of the MRA Agreement limited to the time period until the cost-effective transmission alternative can be implemented.

(6)
If the execution of an MRA Agreement would result in the foreclosure of other technically viable solutions (e.g., the RMR Resource that is being replaced by the MRA Agreement retires and is no longer available as an alternative to the MRA Agreement), the MRA Agreement shall include terms and conditions that limit the MRA Resource owner’s ability to withdraw or raise the price of the MRA Agreement in future years until a transmission solution can be implemented.
(7)
For any MRA Agreement entered into by ERCOT, ERCOT shall annually update the list of feasible alternatives developed in Section 6.5.9.2(1) and provide an update of that information to the TAC and the ERCOT Board. 
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 or MRA Agreement before issuing an OOME or Zonal OOME Dispatch Instruction subject to the terms of the Agreement, if practical.

(3) ERCOT will deploy RMR Units in accordance with the RMR Agreement and MRA Resources in accordance with the MRA 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 or MRA Resource deployment.  Any revisions to those instructions must be communicated via revised Dispatch Instructions.

(5) In the event that an RMR Unit or MRA Resource is ordered to sustain reliable ERCOT System operation in any Operating Day, ERCOT will post on the MIS as soon as possible, but no later than the next Business Day, for such Operating Day:

(a)
each unit receiving an RMR or MRA Dispatch Instruction for each interval;

(b)
the amount of RMR or MRA energy provided by each unit for each interval; and

	[PRR515:  Upon system implementation, insert paragraph (c).]

(c)
the binding transmission constraint (contingency and/or overloaded element(s)) causing RMR or MRA deployments.


(6) ERCOT shall publicly post an annual forecast of the Dispatch pattern it expects for each contracted RMR Unit and MRA Resource as well as monthly and week-ahead forecasts regarding its use of such units.

(7) ERCOT will adjust the amount of Balancing Energy acquired due to the impact of RMR Energy deployed and energy deployed from MRA Resources.  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 and MRA Resources selected through the planning process, pursuant to Section 6.5.9.2, Exit Strategy from an RMR Agreement, providing services will be paid according to their Agreement.

6.9.4.2
Settlement Obligations for RMR Service

(1)
Reliability Must Run costs, separated by category and available to QSEs via data extract (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)+ Σ(CRMRiq)} * 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

CRMRiq
Payment in that interval to MRA Resources reflecting the equivalent hourly capacity payment* and the actual hourly energy payment to each QSE 
*
The equivalent hourly capacity payment for each hour will be determined by dividing each capacity payment by the number of hours covered by the term of such capacity payment for the term that includes the hour.
	[PRR 492:  Add Section 7.4.5 upon system implementation and filling staffing requirements:]

7.4.5
Plan to Alleviate Chronic Local Congestion Charges

(1)
ERCOT shall monitor Local Congestion Area costs and post a report on the MIS ten (10) days following the end of the month.  The report shall include the amount of Local Congestion Area costs by type of payment to Resources (e.g., OOME Up, OOME Down, and OOMC) including discussion of the limiting transmission element(s) or other significant events that may have contributed to Local Congestion as available.  This information will also be reported monthly to the ERCOT Board of Directors, PUCT Market Oversight Division, and appropriate ERCOT subcommittees.

(2)
For the purposes of this section, “Local Congestion Area” is defined as a sub-region of a Congestion Zone in which ERCOT dispatches OOME, OOMC, or local Balancing Energy Service on a regular basis as described in the ERCOT monthly report of Local Congestion Cost.

(3)
If the amount of OOME, OOMC, or local Balancing Energy Service in a Local Congestion Area exceeds a threshold amount of either ten million dollars ($10 million) during the most current twelve (12) consecutive months or five million dollars ($5 million) in the most current three (3) consecutive months, ERCOT shall report such to the ERCOT Board, PUC Market Oversight Division, and appropriate ERCOT subcommittees and shall initiate a study to identify feasible alternatives that may, at a future time, be more economically efficient than the continued use of OOME, OOMC, or local Balancing Energy Service.

(4)
ERCOT shall develop feasible alternatives and their associated costs to reduce or replace the use of OOME, OOMC, or local Balancing Energy Service.  At a minimum, the list of feasible alternatives that ERCOT shall include consideration of a new CSC for the following year under Section 7.2.1.1, Process for Determining CSCs, item (2), a change in ERCOT operations affecting the Local Congestion, construction of new or expansion of existing Transmission Facilities, installation of voltage control devices, more accurate modeling of transmission line or transformer MVA Real Time limits, solicitation or auctions for interruptible Load from Load Serving Entities when such Protocols are available, or continued use of OOME, OOMC, or local Balancing Energy Service.

(5)
ERCOT shall prepare a report, no later than forty-five (45) days after the threshold is exceeded, on the feasible alternatives available to reduce Local Congestion below the threshold amount.  The report shall include:

(a)
The root cause of the Local Congestion;

(b)
Current actions of the TDSP and/or ERCOT to relieve such Local Congestion;

(c)
A review of ERCOT’s operations (e.g., Dispatch Instructions, transmission line limits, etc.);

(d)
A determination of short term mitigation measures that could reduce the use of OOME, OOMC or local Balancing Energy Service; and

(e)
The amount of market impact caused by the Local Congestion.

The report shall also include an implementation plan, timeline, and recommendations regarding short-and long-term solutions to the Local Congestion as appropriate.  The implementation plan may identify studies to be conducted prior to recommendations for short- and long-term solutions to the Local Congestion.  These additional studies will be conducted through the regional planning process, as appropriate.
(6)
This report shall be posted on the MIS and provided to the PUCT Market Oversight Division, the appropriate ERCOT subcommittee(s), and ERCOT Board of Directors.

(7)
Subsequent to the initial report, ERCOT staff shall provide monthly updates on the schedule and planning status to the PUCT Market Oversight Division, appropriate ERCOT subcommittee(s), and the Board.  ERCOT will use its best efforts to implement short- and long-term solutions as quickly as practical.
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