PRR Comments

	PRR Number
	370PRR
	PRR Title
	Process for Application and Approval of RMR Contracts

	
	

	Date
	1 November 2002

	
	

	Submitter’s Information

	Name
	Mark A. Walker

	E-mail Address
	mwalker@ercot.com

	Company
	ERCOT

	Company Address
	7620 Metro Center Drive

	Phone Number
	512-225-7076

	Fax Number
	512-225-7079


	Comments

Upon further review of this PRR, ERCOT Staff has come to the conclusion that requiring the ERCOT Board of Directors to approve all RMR contracts is an unnecessary burden on the Board.  Through this PRR, Market Participants have offered further criteria and limitations on ERCOT and prospective RMR unit owners entering into RMR contracts.  Furthermore, ERCOT Staff is focusing on transmission issues to encourage needed transmission capacity and to reduce the need for future RMR contracts.  Because market information pertinent to the decision to enter into an RMR is available to ERCOT that is not available to the market in general, ERCOT Staff should be expected to negotiate and execute Agreements based on the criteria set forth in the Protocols.  

The Board has already delegated to the ERCOT CEO the authority to enter into RMR contracts for a duration of less than one year.  ERCOT Staff analyze the reliability need of each proposed RMR unit, which is a matter of complex transmission system analysis.  ERCOT Staff is also in the best position to evaluate technical cost recovery issues for each individual Agreement.  For extended RMR Agreements, over one year, ERCOT does not propose to change the current Protocol requirement of Board approval because this should be a rare occurrence that ERCOT expects to avoid.

Based upon Market Participant comments, ERCOT developed an application form that all prospective RMR owners must complete to initiate the RMR review process for a proposed unit.  ERCOT proposes to place this form in the Protocols along with the RMR Standard Agreement.   Included in ERCOT’s application approach, ERCOT suggests that an officer of the company owning the proposed RMR unit be required to attest (as part of the application) to the assertion that the unit would not operate without an RMR agreement.  Such an attestation by an officer would be sufficient within the application form – a separate affidavit would not be necessary.  

Having considered the Market Participant’s comments, ERCOT identified the foregoing issues for comment.  ERCOT regrets not having identified and submitted these comments to the PRS.  



1.3.1.2
Items Not Considered Protected Information

Notwithstanding the foregoing, the following items shall not be considered Protected Information even if so designated:

(1) Data comprising Load flow cases.  Such data may include estimated peak and off-peak demand of any Load;

(2) RMR Agreements,  all studies, reports and data, excluding information that is otherwise considered as Protected Information, used in ERCOT’s assessment of whether an RMR Unit satisfies ERCOT’s criteria for operational necessity to support ERCOT System reliability, and status of RMR Units and RMR Synchronous Condenser Units;

(3) Black Start Agreement terms; and

(4) Any other information specifically designated in these Protocols as information to be posted to all Market Participants or to the public. 

Protected Information that Receiving Party is permitted or required to Disclose or use under the Protocols or under an agreement between Receiving Party and a Disclosing Party does not cease to be regarded as Protected Information in all other circumstances not encompassed by these Protocols or such agreement by virtue of the permitted or required Disclosure or use under these Protocols or such agreement.  

6.5.9
Reliability Must-Run Service

(1) Upon receiving notice from a Resource Owner as described in Protocols Subsection 6.5.9.1, Application and Approval of RMR Agreements, ERCOT may enter into RMR Agreements and begin procurement of RMR Service according to the provisions of this section.    
(2) ERCOT shall follow published procedures when scheduling RMR Units and make available through posting on the MIS all studies supporting the need for declaring units as RMR Units. ERCOT should make every attempt to minimize the use of RMR Facilities. ERCOT should have the right to dispatch an RMR Unit at any time for transmission reliability.  ERCOT will dispatch the unit as early as possible once conditions are identified that require the use of the RMR Facility, as defined in Section 4, Scheduling and the RMR Agreement.

(3) Each RMR Unit providing Reliability Must Run Service must meet technical requirements specified in Section 6.10 Ancillary Services Qualification, Testing and Performance Standards.

(4) RMR Service is a contracted service between the owners or operators of Generation Resources and ERCOT.  Any multi-year Agreement must be approved by the ERCOT Board prior to the execution of the Agreement.  An RMR Standard Agreement is included in Section 22, Protocols Agreements.

(5) A Generation Resource is eligible for RMR status based on criteria established by ERCOT indicating its operation is necessary to support ERCOT System reliability. ERCOT shall post the criteria upon which it evaluates whether an RMR Unit meets the test of operational necessity to support ERCOT System reliability.  A Generation Entity can only obtain RMR Agreements where necessary to ensure ERCOT System reliability according to the Operating Guides.  

(6) A Generation Resource cannot be compelled to enter into an RMR Agreement. Owners of Generation Resources that are uneconomic to remain in service can voluntarily petition ERCOT for contracted RMR status by following the process in Subsection 6.5.9.1, Application and Approval of RMR Agreements.  ERCOT will be required to attest as to whether the unit is necessary for system reliability based on the  criteria posted according to Subsection 6.5.9(5), above.  If ERCOT determines that the nominated unit is required for system reliability, the Generation Entity may request ERCOT to allow operation as a Synchronous Condenser in place of RMR operation.  If Synchronous Condenser operation is offered by the Generation Entity, ERCOT shall accept Synchronous Condenser operation unless ERCOT reasonably determines that a Synchronous Condenser operation is not adequate to meet System Reliability according to the Operating Guides. 

(7) ERCOT must acquire the entire capacity of each RMR Unit.

(8) RMR Units may not participate in the bilateral capacity and energy markets, including Self-Arranged Ancillary Services.  RMR Units may participate in the Balancing Energy market during times when ERCOT has requested the unit to run at less than full capacity.  ERCOT may dispatch an RMR Unit prior to procuring OOMC or OOME services on other units provided the time of use constraints of the RMR Unit are maintained.

(9) RMR Units are dispatched by ERCOT only when necessary to provide ERCOT System security, including any emergency situation.

(10) ERCOT will treat the undeployed energy from RMR Units like any other unit for purposes of Balancing Energy Service Up provided the time of use constraints of the RMR Unit are maintained.  

(11) ERCOT will administer RMR Agreements in such a way as to minimize the use of RMR Units as much as practicable.  ERCOT will provide to all Market Participants all information relative to the use of RMR including energy deployed.  

(12) Entity may not use the RMR Unit for:

(a) Participation in the bilateral energy market;

(b) Self-provision of energy except for plant auxiliary Load obligations under the RMR Agreement;

(c) Provision of Self Arranged Ancillary Services to any Entity;

(d) Ancillary Services markets, except for incremental bids into the Balancing Energy Services market to the extent allowed in the RMR Agreement.

6.5.9.1
Application and Approval of RMR Agreements
(1)
Prior to entering an RMR Agreement, a Generation Resource owner must notify ERCOT in writing that a Generation Resource is uneconomic to remain in service and will be decommissioned, mothballed, or otherwise not operated unless ERCOT enters into an RMR Agreement for the Resource.  At least thirty (30) days before the expiration of an existing RMR Agreement, a Generation Resource owner that wishes to renew an RMR Agreement must notify ERCOT in writing that the RMR Unit remains uneconomic and will be removed from service upon expiration of the RMR Agreement.  An owner who asserts that a generation resource will not be operated unless ERCOT enters into an RMR Agreement for the resource must complete the Application for RMR Status (found in Section 22, Standard Form RMR Agreement) executed by an officer of the owner company attesting to the facts supporting that claim. The application must state that the owner’s decision is definite, must describe the type of shut down which will affect the resource (i.e., permanent retirement, mothballing, seasonal shutdown, etc.), the expected duration of the shut down, and the time period which would be required to return the resource to service if the owner proceeds with the shutdown of the unit.
(2)
Upon receipt of an application for an RMR Agreement under Subsection 6.5.9.1(1), above, ERCOT shall provide notice of the application to all QSEs through e-mail and by posting on the MIS.

(3)
ERCOT shall post on the MIS all studies, reports, and data, excluding information otherwise considered as Protected Information, used in its assessment of whether the RMR Unit satisfies the posted criteria for operational necessity to support ERCOT System reliability.  Such information must be posted no later than two (2) Business Days following execution of an RMR Agreement and at least twenty-one (21) days prior to a meeting of the ERCOT Board at which the RMR Agreement is presented for approval.
(4)
Within fourteen (14) days following the information posting described in Subsection 6.5.9.1(3), above, Market Participants may submit comments to ERCOT on whether the proposed RMR Unit meets the test of operational necessity to support ERCOT System reliability as described in Subsection 6.5.9(5), above.  ERCOT shall post all submitted comments on the MIS.

(5)

ADD TO SECTION 22, ATTACHMENT F, PRIOR TO THE STANDARD FORM RMR AGREEMENT:

Application for Reliability Must Run (RMR) Status

[must be completed prior to consideration of any Generation Resource for RMR status]

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 _________ months.  The estimated time to return the mothballed 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: _____

Power Factor Lagging

(i)
_____ P.F. (at Generator Main Leads)

(ii)
_____ P.F. (at high side of Main Power Transformer)

Power Factor Leading

(i)
_____ P.F. (at Generator Main Leads)

(ii)
_____ P.F. (at high side of Main Power Transformer)

Delivery Point: ____________________________

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: __________________________________________

Excess Energy Payment Option (A or B)  ______

Proposed RMR Energy Multiplier: ____________

Proposed Fixed Transport, Swing and Imbalance Fee ($/MMBtu): ____________  

Proposed Variable Cost Component ($ per MWh): $________

Proposed Start Price: $____________

I understand and agree that this application is not confidential and does not constitute Protected Information under the ERCOT Protocols.  This application 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 would use for the Published Gas Price Index (GPI) the Midpoint price expressed in $/MMBTU, published in Gas Daily, in the Daily Price Survey, under the heading “East-Houston-Katy, Houston Ship Channel” for the day of RMR deployment.  The GPI for Saturdays, Sundays, holidays and other days for which there is no GPI published in Gas Daily, will be the next published GPI after the day of RMR deployment.  In the event that the GPI is not published for more than two (2) days, the previous day published GPI will be used.

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

Name:  






Title:  







Date:  
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