Board Action Report

	PRR Number
	691
	PRR Title
	Nodal Implementation Surcharge Verifiable Costs

	Timeline
	Normal
	Action
	Remanded

	Protocol Section(s) Requiring Revision 
	6.8.1.11, Local Congestion Replacement Reserve Payment to QSE

6.8.2.2, Capacity and Minimum Energy Payments

6.8.2.3, Energy Payments

6.8.3.1, Capacity Payments for RMR Service

	Proposed Effective Date
	TBD

	Priority & Rank Assigned
	N/A

 

	Revision Description
	This PRR adds nodal implementation surcharges as a verifiable cost for resources called on for reliability purposes.  

	Overall Market Benefit
	This PRR will allow a Resource owner an opportunity to recover the Nodal Implementation Surcharge if and when the Resource owner submits verifiable cost information for any of the following reliability services:  Out of Merit Capacity (OOMC), Out of Merit Energy (OOME), Zonal OOME, Local Congestion Replacement Reserve and Reliability Must Run (RMR).


	Overall Market Impact
	This PRR may impact QSEs paying for OOMC, OOME, Zonal OOME, Local Congestion Replacement Reserve and RMR.  


	Consumer Impact
	None.

	Credit Impacts:  Has the Credit Workgroup reviewed the PRR?  If so, are there credit impacts? 
	Yes.  This PRR introduces an additional fee assessed to QSEs paying for reliability services if the resource owner elects to submit verifiable cost information.

	Procedural History


	· On 09/14/06, PRR691 was posted.

· On 10/09/06, ERCOT Comments were posted.  

· On 11/16/06, the PRS considered this PRR.

· On 11/26/06, ERCOT posted an Impact Analysis (IA).

· On 12/14/06, the PRS considered the Recommendation Report and IA.  

· On 01/04/07, the TAC considered this PRR.  

· On 02/20/07, the Board considered this PRR.



	PRS Recommendation
	On 11/16/06, the PRS unanimously voted to recommend approval of PRR691 as modified by PRS and as revised by ERCOT Comments.  All Market Segments were present for the vote. 
On 12/14/06, the PRS unanimously voted to forward the Recommendation Report and IA to TAC as presented.  All Market Segments were present for the vote.  



	Summary of PRS Discussion
	On 11/16/06, it was stated that the Nodal Implementation Surcharge verifiable cost was not applicable to non-fuel startup costs.  The PRS modified the PRR language accordingly.  
On 12/14/06, ERCOT Staff confirmed that it does not anticipate a high volume of verifiable cost submissions and will process them manually.  Should the volume of submissions be higher than anticipated, ERCOT Staff will consider automating the process.


	TAC Recommendation
	On 01/04/07, the TAC voted to recommend approval of PRR691 as recommended by PRS.  There was one abstention from the IOU segment.  All Market Segments were present for the vote. 



	Summary of TAC Discussion
	On 01/04/07, there was no discussion.


	Board Action
	On 02/20/07, the Board remanded PRR691 to TAC as recommended by the TAC Chair.  



	ERCOT/Market Segment Impacts and Benefits


	

	Assumptions
	1
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	Impact Area
	Monetary Impact

	Market Cost
	1
	QSEs paying for OOMC, OOME Zonal OOME, Local Congestion Replacement Reserve and RMR.
	Will vary to the extent resource owners supplying these services submit verifiable cost information.
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	Impact Area
	Monetary Impact

	Market Benefit
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	Additional Qualitative Information
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	Other
	1
	

	Comments
	2
	

	


	Original Sponsor

	Name
	Adrian Pieniazek

	E-mail Address
	Adrian.pieniazek@nrgenergy.com

	Company
	NRG Texas LLC


	Comments Received

	Comment Author
	Comment Description

	100906 ERCOT
	Deletes the reference to nodal surcharge verifiable cost recovery for energy payments since LaaRs do not get charged for the nodal surcharge.  Also includes administrative language changes.


	Proposed Protocol Language Revision


6.8.1.11
Local Congestion Replacement Reserve Payment to QSE

(1)
The QSE for a Resource selected to provide RPRS to resolve Local Congestion that actually reconnects to the ERCOT Transmission Grid and starts the unit in order to provide RPRS will be paid both the Resource Category Generic Startup Cost for starting the unit and the Resource Category Generic Minimum Energy Cost less the MCPE for operating at the Low Sustainable Limit (LSL) as set forth in the Resource Plan for that unit during the instructed interval(s).  If the MCPE during the intervals of an hour in which ERCOT deploys a Resource for RPRS provides revenue in excess of the hourly cost to start and operates the unit at LSL, the QSE representing the Resource may retain any such excess revenue.

(2)
Resources that are connected to the ERCOT Transmission Grid when the QSE is instructed to provide RPRS to resolve Local Congestion will be paid the Resource Category Generic Minimum Energy Cost less the MCPE for operating at the Low Sustainable Limit of the Resource during the instructed interval(s).

 (3)
If ERCOT instructs a QSE to provide RPRS from a Resource to resolve Local Congestion and the payment for RPRS does not cover the cost of providing the RPRS plus a ten percent (10%) premium, then that QSE may submit additional verifiable costs directly attributable to the RPRS Dispatch Instruction, which exceed the payment for RPRS calculated pursuant to Section 6.8.1.11(4).  The QSE will be paid only for additional costs directly attributable to the RPRS instruction, plus the premium.  Verifiable costs are subject to the approved documentation requirements in Section 6.8.1.11(3)(b).  The premium to be provided shall be the product of the costs of providing the service times ten percent (10%).  Verification of these costs must be submitted to ERCOT by the QSE or the Resource to allow resolution by the end of the dispute process for Settlement True-Up as defined in Section 9.2.6, True-Up Statement.  QSEs requesting cost based recovery shall perform the following:

(a)
After receiving the Initial Statement for the subject Operating Day, submit a settlement dispute in accordance with the dispute process outlined in Section 9.5, Settlement and Billing Dispute Process.  In addition to the standard information required on the dispute form on the ERCOT Portal, the dispute should clearly indicate:

(i)
The Dispatch Instruction received from ERCOT to provide the RPRS;

(ii)
The payment received for providing the RPRS;

(iii)
The actual cost of providing the RPRS; and

(iv)
A reference to the documentation to be provided in writing as indicated in Section 6.8.1.11(3)(b).

(b)
Provide documentation to allow ERCOT to verify the claimed amounts.  All documentation submitted to ERCOT for verification pursuant to this Section 6.8.1.11(3)(b) shall be considered Protected Information in accordance with Section 1.3.1.1, Items Considered Protected Information.  ERCOT shall not make payments for verifiable costs outside the defined documentation requirements until after the QSE has followed the steps outlined in Section 6.8.1.11(3)(c) and the ERCOT Board has approved the documentation requirements.  Fuel costs, including transportation and storage costs directly related to this RPRS event for use in calculating the costs in Section 6.8.1.11(3)(b) (i), (iii) and (v), will require supporting documentation of sufficient detail to allow for the verification of the cost of fuel consumed by the Resource receiving the RPRS Instruction.  Documentation may include contracts, invoices or other documents.  For gas fired Resources, such documentation will not be required if the requested incremental fuel cost is less than one hundred ten percent (110%) of the Fuel Index Price.

Defined Documentation Requirements

(i)
Startup Fuel Cost which is the fuel cost for bringing the unit online and up to its LSL and ready to go to full load or the beginning of the RPRS period, whichever occurs first, to provide the RPRS shall be determined by multiplying the fuel consumption (MMBtu) to start up the Resource by the associated fuel cost ($/MMBtu).

(ii)
Startup Non-Fuel Cost which shall be based on either A or B below:

(A)
Documented historical non-fuel startup costs expressed on a per unit start basis for the deployed Resource.  If the historical Non-Fuel Startup costs are more than one hundred percent (100%) of the Resource Category Non-Fuel Startup Costs (RCNFSC), the QSE shall provide documentation for such costs. Non-fuel start-up costs are limited to the costs associated with water, chemicals, labor,   emission allowances and start-up power used in the start-up of the Resource. Supporting documentation shall include an itemized list in sufficient detail to allow for the verification of each cost incurred due to the RPRS.

(B)
Generic Resource Category Non-Fuel Startup Costs (RCNFSC) as defined in 6.8.1.11(3) (b)(ii)(B).  If the QSE chooses to use RCNFSC, all subsequent requests for non-fuel startup cost-based recovery requested by the QSE for the remainder of the calendar year for the specific deployed Resource shall be based on the RCNFSC.


Resource Category Non-Fuel Startup Costs (RCNFSC)

For the purpose of documentation, the RCNFSC represents the startup cost (excluding fuel) of capacity used for Replacement Reserve Service.  The RCNFSC for each type of Resource shall be:

Combined Cycle greater than 90 MW** = $6,810

Combined Cycle less than or equal to 90 MW** = $5,310

Gas-Steam Supercritical Boiler = $4,800

Gas-Steam Reheat Boiler = $3,000

Gas-Steam Non-reheat or boiler without air-preheater = $2,310

Simple Cycle greater than 90 MW = $5,000

Simple Cycle less than or equal to 90 MW = $2,300

Renewable = $0

**
Determined by capacity of largest simple-cycle combustion turbine in the train

(iii)
Operational Fuel Cost, which shall be determined by multiplying the fuel consumption (MMBtu) at the Low Sustainable Limit of the Resource by its associated fuel cost ($/MMBtu) for the intervals covered by the RPRS Instruction.  Fuel consumption at the LSL shall be based upon a heat rate curve for the Resource from the most recently conducted heat rate tests filed with ERCOT.  Test data shall be provided in sufficient detail to allow ERCOT to validate the heat rate curve provided.

(iv)
Variable non-fuel maintenance costs (in dollars per MWh) for a specific deployed Resource, which shall be calculated based on: actual itemized variable maintenance costs contained in contracts with a third party or the manufacturer’s recommended maintenance schedule and associated costs.  Supporting documentation will be the corresponding excerpt of the appropriate contract from the third party or the maintenance schedule.

(v)
Fuel cost for bringing the unit Off-line from LSL as soon as possible (not to exceed three (3) hours) after the end of the RPRS period, in a manner consistent with Good Utility Practices, shall be determined by multiplying the fuel consumption (MMBtu) to bring the Resource offline by the associated fuel cost ($/MMBtu) minus the MCPE multiplied by the actual generation for shut down.  Fuel quantity will be based on the Real-Time metering of the fuel consumption for the Resource.

(vi)
Unavoidable costs directly resulting from a delay in an accepted Outage for a Generating Resource due to an RPRS instruction.  Supporting documentation shall include an itemized list in sufficient detail to allow for the verification of each cost incurred due to the Outage delay.  Further documentation supporting each line item must be provided upon ERCOT’s request and may include copies of contracts, vendor invoices or other documents.

(vii)
ERCOT nodal implementation surcharge (in dollars per MWh) for a specific Resource, as calculated in Section 9.7.7, ERCOT Nodal Implementation Surcharges for every interval in which the Resource operates at its Low Sustainable Limit.

 (c)
Compensation for types of cost, whose documentation requirements are not covered in Sections 6.8.1.11(3)(b)(i) through 6.8.1.11(3)(b)(vii) for the deployed Resource, will be denied pending possible review by the ERCOT Board of Directors.  The requesting QSE may request approval of the documentation requirements by the ERCOT Board, and if requested will be considered by the Board at its next regularly scheduled meeting for which proper notice may be posted following ERCOT’s receipt of the request.  The requesting QSE may request that this review be conducted at an Executive Session of the ERCOT Board of Directors. Requests must be presented in person by a representative of the company submitting the request and must also include language suitable to be included in the Protocols to define the documentation requirements for future requests of a similar nature.  Subsequent to the approval of such costs, the requesting company shall submit a Protocol Revision Request, in accordance with Section 21, Process for Protocol Revision, incorporating the necessary documentation standards provided to the ERCOT Board.  Once approved by the ERCOT Board, ERCOT will process the request for payments as described in Section 9.2.5, Resettlement Statement.

(d)
Submit a signature sheet signed by the authorized representative of the Resource Entity certifying the costs submitted are directly attributable to the RPRS deployment and which satisfies the documentation standards in Section 6.8.1.11(3)(b).

  (4)
The calculation for RPRS to resolve Local Congestion is as follows:

LPCRPiuq
=
-1 *
MAX( 0, LPSRPiu + LPORPiu )

LPCRPiq
= 
SUM (LPCRPiuq)u

LPORPiu
=
SUM[(RCGMECc-MCPEjz) * MIN(MINCAPiu/4,MRju)]j
If the unit is deemed to be Off-line as described in Section 6.8.1.11 item (1)

Then:

LPSRPiu
 =
RCGSCc/N

If the unit is deemed to be On-line as described in Section 6.8.1.11 item (2)

Then:

LPSRPiu
=
0

The equation below will be used to determine the Total Replacement Reserve Payment to be allocated to each QSE as described in Section 6.9.2, QSE Obligations for Capacity Services Procured in the Day Ahead and Adjustment Periods.

LPCRPi
=
SUM (LPCRPiq)q
Where:

c
Resource Category

i
Hourly interval being calculated

j
Settlement Intervals within the hourly interval i

u
Resource

q
QSE

z
Zone

N
Number of hours that this Resource is continuously procured

LPCRPiuq
Replacement Reserve Service payment ($) per interval for the Resource

LPCRPiq
Replacement Reserve Service payments ($) per interval for that QSE

LPCRPi
Summations of Replacement Reserve Service payments ($) to resolve Local Congestion per interval for all QSEs

LPSRPiu
Price for starting a unit that is selected for Replacement Reserve Service to resolve Local Congestion

LPORPiu
Price for operating a unit that is selected for Replacement Reserve Service to resolve Local Congestion

MINCAPiu
Generating Unit Low Sustainable Limit as reported in the unit’s Resource Plan

MRju
Actual metered output of the Resource

RCGMECc
Resource Category Generic Minimum Energy Cost for a specific category of generation unit

RCGSCc
Resource Category Generic Startup Cost for a specific category of generation unit

6.8.2.2
Capacity and Minimum Energy Payments

(1)
OOMC Service may be used by ERCOT as a procured Replacement Reserve Resource in the Adjustment Period where necessary to support emergency operations and provide voltage support, stability, or to manage localized transmission limitations.  All Generation Resources that are available and plan to be off-line during the interval for which Ancillary Services are being procured are eligible to be selected to provide OOMC Service.  ERCOT shall not issue an OOME Up Dispatch Instruction for the energy associated with the Low Sustainable Limit as set forth in the Resource Plan (as required by Section 4.4.15, QSE Resource Plans) for which it has issued an OOMC Dispatch Instruction.  Zonal OOME Service will only be provided from Resources that are already On-line at the time of the Zonal OOME Dispatch Instruction and will not receive a capacity payment.

(2)
The QSE for a Generation Resource selected to provide OOMC Service that actually reconnects to the ERCOT Transmission Grid and starts the unit in order to provide the OOMC Service will be paid both the Resource Category Generic Startup Cost for starting the unit as well as the Resource Category Generic Minimum Energy Cost less the MCPE for operating at the Low Sustainable Limit as set forth in the Resource Plan for that unit during the instructed interval(s).

(3)
If the Generation Resource remains On-line beyond the time period specified by the OOMC Dispatch Instruction, there shall be a charge against the Resource Category Generic Startup Cost.  This charge will only be applied if the MCPE is greater than the Resource Category Generic Fuel Cost for an upward instruction.  If the difference is positive and the Resource Category Generic Startup Cost due is greater than zero, it will be subtracted from the payment for Resource Category Generic Startup Cost for starting the unit.  This charge shall continue to be calculated for all intervals, except for the first three hours after the end of the OOMC Dispatch Instruction, until:

(a)
the unit is disconnected from the ERCOT Transmission Grid;

(b)
the end of the Operating Day; or

(c)
the next Resource-specific deployment for the unit within the Operating Day, whichever comes first.

(4)
Generation Resources that are connected to the ERCOT Transmission Grid when their QSE is instructed to provide OOMC Service will be paid the Resource Category Generic Minimum Energy Cost less the MCPE for operating at the Low Sustainable Limit of the Resource during the instructed interval(s).

When the Resource-specific OOMC instruction is issued, the QSE may maintain a Balanced Schedule, such as scheduling the ramping and minimum energy or being selected by ERCOT to provide Balancing Energy Service.  When a QSE receives an OOMC Dispatch Instruction less than thirty minutes before the end of the Adjustment Period or during the Operating Period, the deviation resulting from ramping or minimum energy of a Resource selected to provide OOMC Service will not be subject to Uninstructed Resource Charge during the instructed interval(s), including the ramp interval(s) of such Resource.

 (5)
If ERCOT sends a QSE a Resource-specific Dispatch Instruction for OOMC Service (“OOMC Instruction”) and the payment for OOMC Service does not cover all costs of providing the OOMC Service plus a ten percent (10%) premium, then that QSE may submit verifiable, additional costs directly attributable to the OOMC Dispatch Instruction, which exceed the payment for OOMC Service calculated pursuant to Section 6.8.2.2 (6).  The QSE will be paid only for additional costs directly attributable to the OOMC Service, plus the premium. Verifiable costs are subject to the approved documentation requirements in Section 6.8.2.2(5)(b).  The premium to be provided shall be the product of the costs of providing the service times ten percent (10%).  Verification of these costs must be submitted to ERCOT by the QSE or the Resource to allow resolution by the end of the dispute process for Settlement True-Up as defined in Section 9.2.6, True-Up Statement.  QSEs requesting cost based recovery shall perform the following:

(a)
After receiving the Initial Statement for the subject Operating Day, submit a settlement dispute in accordance with the dispute process outlined in Section 9.5, Settlement and Billing Dispute Process.  In addition to the standard information required on the dispute form on the ERCOT Portal, the dispute should clearly indicate:

(i)
The Dispatch Instruction received from ERCOT to provide the OOMC Services;

(ii)
The payment received for providing the OOMC Service;

(iii)
The actual cost of providing the OOMC Service; and

(iv)
A reference to the documentation to be provided in writing as indicated in Section 6.8.2.2(5)(b).

(b)
Provide documentation to allow ERCOT to verify the claimed amounts.  All documentation submitted to ERCOT for verification pursuant to this Section 6.8.2.2(5)(b) shall be considered Protected Information in accordance with Section 1.3.1.1, Items Considered Protected Information.  ERCOT shall not make payments for verifiable costs outside the defined documentation requirements until after the QSE has followed the steps outlined in Section 6.8.2.2(5)(c) and the ERCOT Board has approved the documentation requirements.  Fuel costs, including transportation and storage costs directly related to this OOMC event for use in calculating the costs in Section 6.8.2.2(5)(b) (i), (iii) and (v), will require supporting documentation of sufficient detail to allow for the verification of the cost of fuel consumed by the Resource receiving the OOMC Instruction.  Documentation may include contracts, invoices or other documents.  For gas fired Resources, such documentation will not be required if the requested incremental fuel cost is less than one hundred ten percent (110%) of the Fuel Index Price.

Defined Documentation Requirements

(i)
Startup Fuel Cost which is the fuel cost for bringing the unit online and up to its LSL and ready to go to full load or the beginning of the OOMC period, whichever occurs first, to provide the OOMC Service shall be determined by multiplying the fuel consumption (MMBtu) to start up the Resource by the associated fuel cost ($/MMBtu).

(ii)
Startup Non-Fuel Cost which shall be based on either A or B below:

(A)
Documented historical non-fuel startup costs expressed on a per unit start basis for the deployed Resource.  If the historical Non-Fuel Startup costs are more than one hundred percent (100%) of the Resource Category Non-Fuel Startup Costs (RCNFSC), the QSE shall provide documentation for such costs. Non-fuel start-up costs are limited to the costs associated with water, chemicals, labor, nodal implementation surcharge,  emission allowances and start-up power used in the start-up of the Resource. Supporting documentation shall include an itemized list in sufficient detail to allow for the verification of each cost incurred due to the OOMC Service.

(B)
Generic Resource Category Non-Fuel Startup Costs (RCNFSC) as defined in Section 6.8.2.2(5)(b)(ii)(B).  If the QSE chooses to use RCNFSC, all subsequent requests for non-fuel startup cost-based recovery requested by the QSE for the remainder of the calendar year for the specific deployed Resource shall be based on the RCNFSC.


Resource Category Non-Fuel Startup Costs (RCNFSC)

For the purpose of documentation, the RCNFSC represents the startup cost (excluding fuel) of capacity used for Replacement Reserve Service.  The RCNFSC for each type of Resource shall be:

Combined Cycle greater than 90 MW** = $6,810

Combined Cycle less than or equal to 90 MW** = $5,310

Gas-Steam Supercritical Boiler = $4,800

Gas-Steam Reheat Boiler = $3,000

Gas-Steam Non-reheat or boiler without air-preheater = $2,310

Simple Cycle greater than 90 MW = $5,000

Simple Cycle less than or equal to 90 MW = $2,300

Renewable = $0

**
Determined by capacity of largest simple-cycle combustion turbine in the train

(iii)
Operational Fuel Cost, which shall be determined by multiplying the fuel consumption (MMBtu) at the Low Sustainable Limit of the Resource by its associated fuel cost ($/MMBtu) for the intervals covered by the OOMC Instruction.  Fuel consumption at the Low Sustainable Limit shall be based upon a heat rate curve for the Resource from the most recently conducted heat rate tests filed with ERCOT.  Test data shall be provided in sufficient detail to allow ERCOT to validate the heat rate curve provided.

(iv)
Variable non-fuel maintenance cost (in dollars per MWh) for a specific deployed Resource, which shall be calculated based on: actual itemized variable maintenance costs contained in contracts with a third party or the manufacturer’s recommended maintenance schedule and associated costs.  Supporting documentation will be the corresponding excerpt of the appropriate contract from the third party or the maintenance schedule.

(v)
Fuel cost for bringing the unit offline from LSL as soon as possible (not to exceed three (3) hours) after the end of the OOMC period, in a manner consistent with Good Utility Practices, shall be determined by multiplying the fuel consumption (MMBtu) to bring the Resource offline by the associated fuel cost ($/MMBtu) minus the MCPE multiplied by the actual generation for shut down.  Fuel quantity will be based on the Real-Time metering of the fuel consumption for the Resource.

(vi)
Unavoidable costs directly resulting from a delay in an accepted Outage for a Generating Resource due to an OOMC instruction.  Supporting documentation shall include an itemized list in sufficient detail to allow for the verification of each cost incurred due to the Outage delay.  Further documentation supporting each line item must be provided upon ERCOT’s request and may include copies of contracts, vendor invoices or other documents. 

(vii)
ERCOT nodal implementation surcharge (in dollars per MWh) for a specific Resource, as calculated in Section 9.7.7, ERCOT Nodal Implementation Surcharges or every interval in which the Resource operates at its Low Sustainable Limit.
 (c)
Compensation for types of cost, whose documentation requirements are not covered in Sections 6.8.2.2(5)(b)(i) through 6.8.2.2(5)(b)(vii) for the deployed Resource, will be denied pending possible review by the ERCOT Board of Directors.  The requesting QSE may request approval of the documentation requirements by the Board, and if requested will be considered by the Board at its next regularly scheduled meeting for which proper notice may be posted following ERCOT’s receipt of the request.  The requesting party may request that this review be conducted at an Executive Session of the ERCOT Board of Directors. Requests must be presented in person by a representative of the company submitting the request and must also include language suitable to be included in the Protocols to define the documentation requirements for future requests of a similar nature.  Subsequent to the approval of such costs, the requesting company shall submit a Protocol Revision Request, in accordance with Section 21, Process for Protocol Revision, incorporating the necessary documentation standards provided to the ERCOT Board.  Once approved by the ERCOT Board, ERCOT will process the request for payments as described in Section 9.2.5, Resettlement Statement.

(d)
Submit a signature sheet signed by the authorized representative of the Resource Entity certifying the costs submitted are directly attributable to the OOMC deployment and which satisfies the documentation standards in Section 6.8.2.2(5)(b).

(6)
The calculation for capacity payments and minimum energy of Out of Merit Service is as follows:

PCOOMRPqi
=
SUM (PCOOMRPqui)u

If BPRPqui exists,

Then:

PCOOMRPqui
=
-1* MIN [(BPRPqui * COOMRPui),  (PSui + POui)]

Else:

PCOOMRPqui
=
-1 * (PSui + POui)

If the unit is deemed to be On-line as described in 6.8.2.2(4),

Then:

PSui
=
0

POui
=
SUM [(RCGMECc – MCPEjz) * MIN (MINCAPu/4, MRuj)]j
If the unit is deemed to be Off-line as described in 6.8.2.2(2),

Then:

PSui
=
[RCGSCc – (SUMs(MCPEwz * MRuw))] / (# of instructed hours)
POui
=
SUM [(RCGMECc – MCPEjz) * MIN (MINCAPu/4, MRuj)]j

If the unit is not a Nuclear, Hydro, Coal or Lignite unit and continues to remain On-line after the instructed intervals as described in 6.8.2.2(3),

Then:

CRCGSC
=
SUMa [(MCPEaz – RCGFCc) * MRua]

If CRCGSC
>
0 and [RCGSCc – SUMs(MCPEwz * MRuw)] > 0

Then:

PSui
=
Max(0, {RCGSCc – SUMs(MCPEwz * MRuw)-CRCGSC} / (# of instructed hours))

POui
=
SUM [(RCGMECc – MCPEjz) * MIN (MINCAPu/4, MRuj)]j

If CRCGSC 
≤
0

Then:

PSui 
=
{[RCGSCc – (SUMs(MCPEwz * MRuw))] / (# of instructed hours)}

POui
=
SUM [(RCGMECc – MCPEjz) * MIN (MINCAPu/4, MRuj )]j

The equation below will be used to determine the Total OOM Capacity Payments to be allocated to each QSE as described in Section 6.9.7.1, OOM Capacity Charge.

PCOOMRPi
=
SUM (PCOOMRPqi)q

Where:

a
Settlement Intervals beginning three (3) hours after the end of an OOMC Dispatch Instruction and continuing until the unit goes Off-line, the end of the Operating Day, or the next Resource-specific deployment, whichever occurs first

c
Resource Category

i
hourly interval

j
Settlement Intervals within the hourly interval, i

q
QSE

s
The twelve (12) Settlement Intervals prior to the Dispatch Instruction

u
single Resource

w
Settlement Interval prior to the Dispatch Instruction

z
zone

BPRPqui
Bid Price for Replacement Reserve ($/MW) of the unit per interval

COOMRPui 
Out of Merit Replacement Reserve Capacity awarded capacity (MW) per single Resource per interval

CRCGSC
Charge against the Resource Category Generic Startup Cost due if the generation unit continues to run past a Dispatch Instruction.

MCPEaz
Market Clearing Price for Energy during a Settlement Interval between the end of a Dispatch Instruction and the unit going Off-line, the end of the Operating Day, or the next OOMC deployment, whichever occurs first

MCPEjz
Market Clearing Price for Energy during a Settlement Interval within the hourly interval, i

MCPEwz
Market Clearing Price for Energy for a Settlement Interval prior to the Dispatch Instruction

MINCAPu
Generating unit Low Sustainable Limit as reported in the Resource Plan

MRua
Actual metered output of the Resource during a Settlement Interval between the end of a Dispatch Instruction and the unit going Off-line, the end of the Operating Day, or the next OOMC deployment, whichever occurs first
MRuj
Actual metered output of the Resource during a Settlement Interval within the hourly interval, i

MRuw
Actual metered output of the Resource for a Settlement Interval prior to the Dispatch Instruction

PCOOMRPi
Summation of OOM Replacement Capacity Payment ($) per interval for all QSEs in the market

PCOOMRPqi
Total OOM Replacement Reserve Capacity Payment ($) by interval for that QSE (All OOM single Resources added together for that QSE)

PCOOMRPqui 
OOM Replacement Reserve Capacity Payments by single Resource by interval for that QSE

POui
Price for operating a unit that is selected Out of Merit Order to provide Balancing Energy.

PSui
Price for starting a unit that is selected Out of Merit Order to provide Balancing Energy.

RCGFCc
Resource Category Generic Fuel Cost for a specific category for upward instructions.

RCGMECc
Resource Category Generic Minimum Energy Cost for a specific category of generation unit

RCGSCc
Resource Category Generic Startup Cost for a specific category of generation unit

6.8.2.3
Energy Payments

(1)
Whenever a Generation Resource is called for OOME Up or Zonal OOME Up, the QSE will receive any Resource Imbalance payment it is entitled to receive as specified in Section 6.8.1.13, Resource Imbalance.  In addition, an OOME payment adjustment will be made such that the resulting total payment to the Resource(s) is equal to the higher of either: (a) Resource Category Generic Fuel Cost (RCGFC) for the Resource(s); or the (b) MCPE for the Congestion Zone.

(2)
The calculation for Generation Resources OOME Up or Zonal OOME Up is as follows:

PEOOMUPiq 
=
SUM (PEOOMUPiuq)uq+ SUM (PEOOMUPivq)vq

Where:

PEOOMUPiuq
=
-1 * EOOMUPiuq * Max [(RCGFCc - MCPEiz), 0]
EOOMUPiuq
=
Max (0, Min ((MRiuq - OLiuq), IOOMUPiuq))

PEOOMUPivq
=
-1 * EOOMUPivq * Max [(RCGFCc - MCPEiz), 0]

EOOMUPivq
=
Max (0, Min ((MRivq – OLivq), NETUEQivq)) * OOMAGRivq
The equation below will be used to determine the Total OOM Energy Payments to be allocated to each QSE in Section 6.9.7.2, OOM Energy Charge.

PEOOMUPi 
=
SUM (PEOOMUPiu)  + SUM (PEOOMUPiv)

NETUEQivq
=
Max(0,((NETOOMUEQivq + NETLBEUQivq) – (NETOOMDEQivq + NETLBEDQivq))
NETOOMUEQivq 
=
Max(0, (SUM(IOOMUPqui)u – SUM(IOOMDNqui)u))
NETLBEUQivq 
=
Max(0, (SUM(LBEUQqui)u – SUM(LBEDQqui)u))
NETOOMDEQivq
=
Max(0, (SUM(IOOMDNqui)u – SUM(IOOMUPqui)u))
NETLBEDQivq 
=
Max(0, (SUM(LBEDQqui)u – SUM(LBEUQqui)u))

OOMAGRivq
=
[SUM(IOOMUPqui)u + SUM(IOOMDNqui)u] / [SUM(LBEUQqui)u + SUM(LBEDQqui)u + 
SUM(IOOMUPqui)u + SUM(IOOMDNqui)u]

Where:

c
Resource category

i
interval

u
individual generation unit (including units within an Aggregated Unit)

v
Aggregated Unit

z
zone

q
QSE

MCPEiz
Market Clearing Price of Energy for that interval of the zone in which unit resides

PEOOMUPiuq
Out of Merit Energy Up Payment ($) for that interval per unit per QSE

PEOOMUPivq
Out of Merit Energy Up Payment ($) for that interval per Aggregated Unit per QSE

PEOOMUPiq
Out of Merit Energy Up Payment ($) for that interval per QSE

PEOOMUPi
Summation of Out of Merit Energy Up Payment ($) per interval for all QSEs in the market

EOOMUPiuq
OOM Up quantity deployed for that unit per interval per QSE

EOOMUPivq
OOM Up quantity deployed for that Aggregated Unit per interval per QSE

IOOMUPiuq
OOM Energy Up Instructions for that interval for that unit converted to MWh for that interval by dividing by the interval count per hour (4 per hour for 15 minute Settlement Interval)

IOOMDNiuq
OOM Energy Down Instructions for that interval for that unit converted to MWh for that interval by dividing by the interval count per hour (4 per hour for 15 minute Settlement Interval)

MRiuq
Meter Reading for that unit for that interval per QSE

MRivq
Meter Reading for that Aggregated Unit for that interval per QSE.

OLiuq
Resource Plan output level submitted by the QSE for the specific unit given the OOM instruction for that interval.

OLivq
Resource Plan output level submitted by the QSE for the Aggregated Unit containing the specific unit given the OOM instruction for that interval.

RCGFCc
Resource Category Generic Fuel Cost for a specific category.

NETOOMUEQivq The net of all unit-specific OOM instructions (Up minus Down) that result in a positive value.

NETLBEUQivq
The net of all unit-specific Local Balancing Energy Instructions (Up minus Down) that result in a positive value.

NETOOMDEQivq The net of all unit-specific OOM instructions (Down minus Up) that result in a positive value.

NETLBEDQivq The net of all unit-specific Local Balancing Energy Instructions (Down minus Up) that result in a positive value.

LBEUQqui
Local Balancing Energy Up Instructions for that interval per specific unit

LBEDQqui
Local Balancing Energy Down Instructions for that interval per specific unit

NETUEQiv
The overall net direction per the instructions given to the Aggregated Unit results in an up direction

OOMAGRiv 
The percentage of the aggregated instructions to the Aggregated Unit that represents the OOM Energy market.

 (3)
If ERCOT sends a Resource-specific Dispatch Instruction for OOME Up or Zonal OOME Up Service and the payment for OOME Service does not cover all costs of providing the Service, then that QSE may submit verifiable, additional costs directly attributable to the OOME Dispatch Instruction, which exceed the payment for OOME Service calculated pursuant to Section 6.8.2.3(2).  Verifiable costs are subject to the approved documentation requirements in Section 6.8.2.3(4)(b).  These costs may include the cost of exceeding swing gas contract limits, additional gas Demand costs set by the fuel supply or transportation contracts, nodal implementation surcharge, and any additional costs to purchase emissions credits or other costs incurred due to environmental regulations.  Verification of these costs must be submitted to ERCOT by the QSE or the Resource to allow resolution by the end of the dispute process for Settlement True-Up as defined in Section 9.2.6, True-Up Statement.

(4)
If a QSE requests cost-based recovery, the entire payment will be based solely on verifiable costs.  QSEs requesting such cost recovery shall perform the following:

(a)
After receiving the Initial Settlement Statement for the subject Operating Day, submit a settlement dispute in accordance with the dispute process outlined in Section 9.5, Settlement and Billing Dispute Process.  In addition to the standard information required on the dispute form on the ERCOT Portal, the dispute should clearly indicate:

(i)
The Dispatch Instruction received from ERCOT to provide the OOME Services;

(ii)
The payment received for providing the OOME Service;

(iii)
The actual cost of providing the OOME Service;

(iv)
A reference to the documentation to be provided in writing as indicated in these Protocols; and

(b)
Provide written documentation to allow ERCOT to verify the claimed amounts.  All documentation submitted to ERCOT for verification pursuant to this Section 6.8.2.3(4)(b) shall be considered Protected Information in accordance with Section 1.3.1.1, Items Considered Protected Information.

ERCOT shall not make payments for verifiable cost outside the defined documentation requirements until after the QSE has followed the steps outlined in Section 6.8.2.3(4)(b) and the ERCOT Board has approved the documentation requirements.

Fuel costs, including transportation and storage costs, will require supporting documentation of sufficient detail to allow for the verification of the cost of fuel consumed at the deployed Resource.  Documentation may include contracts, invoices or other documents.  For gas fired Resources, such documentation will not be required if the requested incremental fuel cost is less than one hundred ten percent (110%) of the Fuel Index Price.

Defined Documentation Requirements

(i)
Operational Fuel Cost for providing the OOME Service shall be determined by multiplying the change in instructed energy (MWh) due to the OOME instruction by the associated Marginal Heat Rate (MMBtu/MWh) and the associated fuel cost ($/MMBtu) of the instructed Resource for the intervals that the Resource was procured to provide the OOME Service.

(ii)
The Marginal Heat Rate shall be determined by subtracting the total amount of fuel burn of the Resource (in MMBtu/hr) based on the planned output shown in the Resource Plan from the total amount of fuel burn (in MMBtu/hr) based on the lesser of the instructed level of the Resource or the actual Resource output, dividing the result by the net change in output level from the Resource Plan to the lesser of the instructed level of the Resource or the actual output of the unit (in MW).  The amount of fuel consumed (in MMBtu) to provide OOME Service shall be calculated from the input/output curve coefficients or linear interpolation of test data points for the Resource from the most recently conducted heat rate tests filed with ERCOT.  Test data shall be provided in sufficient detail to allow for the validation of the heat rate curve provided. 
(iii)
ERCOT nodal implementation surcharge for providing OOME Service, calculated by multiplying the change in instructed energy (MWh) due to the OOME instruction by the NODSF ($/MWh).

(c)
Compensation for types of cost, whose documentation requirements are not covered in Sections 6.8.2.3(4)(b)(i) through 6.8.2.3(4)(b)(iii) for the deployed Resource, will be denied pending possible review by the ERCOT Board of Directors.  The requesting QSE may request approval of the documentation requirements by the Board, and if requested will be considered by the Board at its next regularly scheduled meeting for which proper notice may be posted following ERCOT’s receipt of the request.  The requesting party may request that this review be conducted at an Executive Session of the ERCOT Board of Directors.  Requests must be presented in person by a representative of the company submitting the request and must also include language suitable to be included in the Protocols to define the documentation requirements for future requests of a similar nature.  Subsequent to the approval of such costs, the requesting company shall submit a Protocol Revision Request, in accordance with Section 21, Process for Protocol Revision, incorporating the necessary documentation standards provided to the ERCOT Board.  Once approved by the ERCOT Board, ERCOT will process the request for payments as described in Section 9.2.5, Resettlement Statement.

(d)
Submit a signature sheet signed by the authorized representative of the Resource Entity certifying the costs submitted are directly attributable to the OOME deployment and which satisfies the documentation standards in Section 6.8.2.3(4)(b).

(5)
Whenever a Generation Resource is called on for OOME Down or Zonal OOME Down, the QSE will be paid an energy payment equal to the total amount of energy to be reduced by the Resource, multiplied by the greater of: (a) the difference between (i) the MCPE of the Congestion Zone and (ii) the RCFGC for that Resource or (b) $0.00.  The calculation for OOME Down is as follows:

PEOOMDNiuqz
=
-1 * EOOMDNiu  * Max (0,(MCPEiz-RCGFCc))

EOOMDNiu 
= 
Max (0, Min((OLuiq - MRiu ),IOOMDNiuq))

PEOOMDNivqz
=
-1 * EOOMDNiv  * Max (0,(MCPEiz-RCGFCc))

EOOMDNiv 
=
Max (0,Min((OLivq - MRivq ), NETDEQivq)) * OOMAGRivq
PEOOMDNiq
=
SUM (PEOOMDNiu)q + SUM (PEOOMDNiv)q

PEOOMDNiz
=
SUM (PEOOMDNiu)z + SUM (PEOOMDNiv)z
The equation below will be used to determine the Total OOM Down or Zonal OOM Down Payments to be allocated to each QSE in Section 6.9.7.2, OOM Energy Charge.

PEOOMDNi = SUM (PEOOMDNiq)q
NETDEQivq
=
Max [0, ((NETOOMDEQivq + NETLBEDQivq) –
(NETOOMUEQivq + NETLBEUQivq))]
NETOOMUEQivq 
=
Max(0, (SUM(IOOMUPqui)u – SUM(IOOMDNqui)u))
NETLBEUQivq 
=
Max(0, (SUM(LBEUQqui)u – SUM(LBEDQqui)u))
NETOOMDEQivq
=
Max(0, (SUM(IOOMDNqui)u – SUM(IOOMUPqui)u))
NETLBEDEQivq 
=
Max(0, (SUM(LBEDQqui)u – SUM(LBEUQqui)u))

OOMAGRivq
=
[SUM(IOOMUPqui)u + SUM(IOOMDNqui)u] / 
[SUM(LBEUQqui)u + SUM(LBEDQqui)u + 
SUM(IOOMUPqui)u + SUM(IOOMDNqui)u]

Where:

c
Resource category

i
interval

u
individual generation unit (including units within an Aggregated Unit)

v
Aggregated Unit

z
zone

q
QSE

PEOOMDNiuqz
Out of Merit Energy Down Payment ($) for that interval per unit for the QSE

PEOOMDNivqz
Out of Merit Energy Down Payment ($) for that interval per Aggregated Unit per QSE

PEOOMDNiq
Total Out of Merit Energy Down Payment in the interval for the QSE

PEOOMDNiz
Out of Merit Energy Down Payment ($) per interval per zone

PEOOMDNiv
Out of Merit Energy Down Payment ($) per interval per zone to Aggregated Units

EOOMDNiu 
OOM Energy quantity instructed down for that unit per interval

EOOMDNiv 
OOM Energy quantity instructed down for that Aggregated  Unit per interval

MCPEiz
Market Clearing Price for Energy per interval for that zone

IOOMUPiuq
OOM Energy Up Instructions for that interval for that unit converted to MWh for that interval by dividing by the interval count per hour (4 per hour for 15 minute Settlement Interval)

IOOMDNiuq
OOM Energy Down Instructions for that interval for that unit converted to MWh for that interval by dividing by the interval count per hour (4 per hour for 15 minute Settlement Interval)

MRiu
Meter reading per unit per interval

MRiv
Meter reading per Aggregated Unit per interval

OLiuq
Resource Plan submitted by the QSE for the specific unit given the OOM instruction for that interval.

	[PRR426:  Replace the definition above with the following upon system implementation:]

OLiuq
Resource Plan submitted by the QSE for the specific unit given the OOM instruction for that interval.  If an Uncontrollable Renewable Resource has elected to use its Renewable Production Potential in lieu of its Resource Plan for OOME Down payments, this variable is equal to such Potential.


OLivq
Resource Plan submitted by the QSE for the Aggregated Unit containing the individual unit(s) given the OOM instruction for that interval.

RCGFCc
Resource Category Generic Fuel Cost for a specific category as defined in Section 6.8.2
PEOOMDNi
Total OOM Down Energy Payments

LBEUQqui
Local Balancing Energy Up Instructions for that interval per specific unit

LBEDQqui
Local Balancing Energy Down Instructions for that interval per specific unit

NETOOMUEQivq The net of all unit-specific OOM instructions (Up minus Down) that result in a positive value.

NETLBEUQivq
The net of all unit-specific Local Balancing Energy Instructions (Up minus Down) that result in a positive value.

NETOOMDEQivq The net of all unit-specific OOM instructions (Down minus Up) that result in a positive value.
NETLBEDQivq The net of all unit-specific Local Balancing Energy Instructions (Down minus Up) that result in a positive value.

NETDEQiv
The overall net direction per the instructions given to the Aggregated Unit results in a down direction

OOMAGRiv 
The percentage of the aggregated instructions to the Aggregated Unit that represents the OOM Energy market.

(6)
If a wind Resource is called upon to provide OOME Down Service and the normal payment for OOME Service is insufficient to cover actual verifiable costs of providing the service, then that Resource may file a claim with ERCOT to be paid the lower of:

(a)
All verifiable costs that are directly attributable to the OOME service; or

(b)
MaxCap * CCF * Curtail% * Hrs *CRP

Where:

MaxCap:
Registered Maximum Capacity of the Resource (MW)

CCF:
Capacity Conversion Factor as defined at 30%

Curtail%:
Set at 15% for the period July 1, 2002 through June 30, 2003; 10% for the period July 1, 2003 through June 30, 2004; and 5% from July 1, 2004 and thereafter.

Hrs:
Total number of hours in the month

CRP:
Price paid for curtailment, $27/MWH

The verifiable costs of providing the service shall be provided to ERCOT in writing from the QSE, certified by an authorized representative of the Resource and within a timeframe to allow resolution by the end of the dispute process for Settlement True-Up.  Verifiable costs under section (a) above shall be based on the actual verifiable MW production that the unit could have produced based on actual operating and maintenance conditions and actual wind speeds.  Verifiable costs must be established in order for a claim to be valid even if paid under method (b) above.

A wind Resource filing a claim under this Section 6.8.2.3(6) must provide actual production and actual wind speed data for the entire month of the claim.  ERCOT will review this data for all hours of the month.  In the event ERCOT determines that it paid the Resource for any OOME down service in any hour of the month that the actual wind speed data show could not have actually been provided, then ERCOT shall deduct any such excess payment from the payment otherwise payable under (a) or (b) above.  A wind Resource filing a claim under Section 6.8.2.3(6) shall also provide an affidavit indicating that the wind Resource, or its Affiliate(s), has tax liability sufficient to fully utilize any lost credits claimed to offset taxes for the year in which the credit would have been received.

This provision will expire at the earlier of:

(i)
December 31, 2006;

(ii)
When ERCOT implements direct assignment of Local Congestion costs in accordance with the PUCT’s Order on Rehearing in Docket 23220; or

(iii)
Within one (1) month after accumulated verifiable costs paid under this Section 6.8.2.3(5) reach ten million ($10,000,000) dollars. 

(7)
Whenever a Load acting as a Resource is called for OOME Up, the QSE will receive an OOME payment of the instructed amount of OOME Up provided by the Load acting as a Resource multiplied by a price equal to item (a) minus item (b), as defined below:

(a)
The lower of the:

(i)
Sum of the bid premium submitted by the specific Load acting as a Resource and the MCPE for the Congestion Zone; or

(ii)
The OOME Up Price.

(b)
The MCPE for the Congestion Zone.

OOME Up Price is determined by multiplying the Fuel Index by the appropriate Heat Rate.  The Heat Rate will be set at 18 MMBtu / MWh.

The FIP shall be 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 OOME deployment.  The FIP for Saturdays, Sundays, holidays, and other days for which there is no FIP published in Gas Daily, shall be the next published FIP after the day of OOME deployment.  In the event that the FIP is not published for more than two (2) days, the previous day published FIP will be used for Initial Settlement and the next day published FIP will be used for true up of the Final Statement.

The calculation for OOME Up for Load acting as a Resource is as follows:

PEOOMUPiq 
=
SUM (PEOOMUPiuq)uq

Where:

PEOOMUPiuq
=
-1 * EOOMUPiuq * [Max [Min ((FI * HR), (BPiuq + MCPEiz)), MCPEiz] - MCPEiz]
EOOMUPiuq
=
Max (0, Min (OLiuq - LAARTOT), IOOMUPiu))

The equation below will be used to determine the Total OOM Energy Payments to be allocated to each QSE in Section 6.9.7.2, OOM Energy Charge.

PEOOMUPi 
= SUM(PEOOMUPiu)

Where:

i

interval

q

QSE

u

unit

z

zone

FI

Fuel Index ($/Btu)

HR
The standard Heat Rate for OOM of a Load Acting as a Resource is 18 MMBtu

EOOMUPiuq
OOM Up quantity deployed for that unit per interval per QSE

IOOMUPiu
The difference between the Resource Plan and the OOM Energy Up Instructions for that interval for that unit converted to MWh for that interval by dividing by the interval count per hour (4 per hour for 15 minute Settlement Interval)

BPiuq
Actual Bid Premium Up bid price submitted by the specific Load acting as a Resource 

LAARTOT
Actual ESI ID usage

MCPEiz
Market Clearing Price of Energy for that interval of the zone in which unit resides

OLiuq
Resource Plan output level submitted by the QSE for the specific Resource given the OOM instruction for that interval

PEOOMUPi
Summation of Out of Merit Energy Up Payment ($) per interval for all QSEs in the market

PEOOMUPiq
Out of Merit Energy Up Payment ($) for that interval per QSE

PEOOMUPiuq
Out of Merit Energy Up Payment ($) for that interval per unit per QSE

If a Load acting as a Resource is called to provide OOME Up service and the payment for OOME service is insufficient to cover all costs of providing the Service, then that Load acting as a Resource will be paid, in addition to the energy payment, all verifiable costs in excess of the OOME payment that are directly attributable to the OOME Service.  These costs may include the cost of lost raw material, product rendered unusable, idled labor, clean up cost associated with the deployment required to restart production. In addition incremental production cost such as labor, energy and material, as well as any incremental energy cost associated with running backup generation may also be included. Idled labor will only be allowed if the OOME instruction is longer than three (3) hours in duration. Such payment will not exceed one thousand dollars ($1000) per MWh for the duration of the deployment plus an additional restart period not to exceed three (3) hours.  Verification of these costs must be submitted to ERCOT to allow resolution by the end of the dispute process for Settlement True-Up as defined in Section 9.2.4, Final Statements, True-Up Statements.

Compensation for types of cost, whose documentation requirements are not outlined in this Section 6.8.2.3(7), must be reviewed and approved by the ERCOT Board of Directors during an Executive Session of their next regularly scheduled meeting.  Requests must be presented in person by a representative of the company submitting the request and must also include language suitable to be included in the Protocols to define the documentation requirements for future requests of a similar nature.  Subsequent to the approval of such costs, the requesting company shall submit a Protocol Revision Request, in accordance with Section 21, Process for Protocol Revision, incorporating the necessary documentation standards provided to the ERCOT Board. Once approved by the ERCOT Board, ERCOT will process payments for such cost on a Resettlement Statement as described in Section 9.2.5, Resettlement Statement.

6.8.3.1
Capacity Payments for RMR Service

 (1)
The hourly capacity payment for RMR Service is referred to in these Protocols as the “Standby Price.”  The hourly estimated Standby Price, which may vary monthly, is calculated as follows:

SBRMRemu =
[monthly estimated Eligible Costs]/h

Where:

e
estimated

m
month

u
unit

h
hours in the month

SBRMR
price for Standby RMR Service

(2)
The formula below is 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 estimated Standby Price shall be based on the estimated Eligible Costs of the RMR Unit as contained in the RMR Agreement.  The monthly estimate is adjusted to allow recovery of actual Eligible Costs prior to the True-Up Settlement Statement.  An Incentive Factor is applied to the actual Eligible Costs (as part of the Standby Price), 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 =
((SP+/-A)*IF)/h

Where:

h
hours in the month

m
month

u
unit

A
Adjustment for actual Eligible Costs for the month

IF
1 + Incentive Factor as defined in Section 6.8.3.1(7) below

SP
Monthly estimated Standby Price

 (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; 
(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; and
(vii)
the nodal implementation surcharge.
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; and

(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 during the budgeting process.  The Target Availability shall be determined by taking into account a negotiated amount of predicted Forced Outages and Planned Outages identified 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 non-fuel 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 as part of the final Standby Price.  The Incentive Factor for RMR Agreements shall not be applied to any debt payment or interest costs.  The Incentive Factor shall never be less than zero.

(8)
The Incentive Factor payment shall be reduced if (i) the RMR Unit fails to perform to the contracted capacity during a Capacity Test as described in the RMR Agreement and (ii) if in ERCOT’s reasonable determination, such reduction in capacity materially affects reliability.  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 estimated Standby Price and/or term longer than one (1) year.

(10)
The Incentive Factor payment shall be reduced if the RMR Unit fails to perform at the Target Availability (i.e. the Actual Availability, as defined below, is less than the Target Availability), established during the budgeting process outlined in section 6.8.3.1 (5), for a rolling six (6) month average.  The reduction will be linear; with a two percent (2%) reduction in Incentive Factor payment for every one percent (1%) that Actual Availability is less than the Target Availability of the contracted capacity.  The RMR Unit’s “Actual Availability” shall be calculated on an hourly rolling six-month average basis by dividing (i) the number of hours that the RMR Unit was available according to its Final Resource Plan for each hour of the previous 4380 hours by (ii) 4380.  If less than 4380 hours have elapsed since the start of the RMR Agreement (“Elapsed Time”), then, for each hour that Elapsed Time is less than 4380, that hour shall be considered as if the RMR Unit was available.
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