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	NPRR Number
	432
	NPRR Title
	Deployment of Resources to Alleviate Anticipated Emergency Conditions (formerly “Deployment of Resources to Alleviate Imminent Emergency Conditions”)

	Timeline
	Urgent
	Action
	Recommended Approval

	Date of Decision
	February 2, 2012

	Proposed Effective Date
	March 1, 2012 

	Priority and Rank Assigned
	Not applicable.

	Nodal Protocol Section Requiring Revision
	6.5.1.1, ERCOT Control Area Authority

	Revision Description
	This Nodal Protocol Revision Request (NPRR) institutes parameters governing ERCOT’s utilization of emergency authority under Section 6.5.1.1 when ERCOT seeks to deploy Resources to maintain ERCOT System reliability when Emergency Conditions are anticipated.  The NPRR provides a process for ERCOT to procure and deploy Resources that may be used to alleviate anticipated Emergency Conditions in a manner not otherwise delineated in the Protocols and Operating Guides, and requires that such procurements be made only upon approval of the ERCOT Board.

In addition to establishing procedural steps for such procurements, the NPRR includes steps to minimize impacts on the broader market.  These steps include prohibiting such Resources from being offered into the Day-Ahead Market (DAM) or used solely to reduce local congestion.  The proposed market protections also include steps to ensure that the Resources deployed pursuant to this NPRR would be among the last in line for economic Dispatch, so as not to displace Resources that are On-Line and offering into the market.  

	Reason for Revision
	Due to the extraordinary temperatures and excessive drought conditions during Summer 2011, ERCOT executed short-term contracts with two generation owners to return “mothballed” units to service in order to prevent an imminent Emergency Condition.  ERCOT performed these actions under Section 6.5.1.1, but structured the short-term contracts to match the methodology used for Reliability Must-Run (RMR) Service.  This NPRR prescribes a specific and transparent process when ERCOT seeks to take actions similar to those taken in the Summer 2011.  The NPRR preserves ERCOT’s authority to maintain reliability in Emergency Conditions, but establishes limits on how ERCOT may procure and deploy certain Resources in such circumstances.  The NPRR provides the market with greater transparency regarding ERCOT’s exercise of its authority to procure and deploy Resources to alleviate an anticipated Emergency Condition, and institutionalizes protections that will limit the impact of such deployments on market prices during times of scarcity.   

	Credit Impacts
	ERCOT Credit Staff and the Credit Work Group (Credit WG) have reviewed NPRR432 and do not believe that it requires changes to credit monitoring activity or the calculation of liability.

	Procedural History
	· On 12/2/11, NPRR432 and a preliminary Impact Analysis were posted.

· On 12/13/11, ERCOT comments were posted.

· On 12/13/11, Exelon Generation comments were posted.

· On 12/13/11, Luminant Energy Company LLC comments were posted.

· On 12/14/11, NRG Texas comments were posted.

· On 12/14/11, EDF Trading comments were posted.

· On 12/14/11, Calpine comments were posted.

· On 12/15/11, TIEC comments were posted.

· On 12/15/11, PRS considered NPRR432.

· On 12/20/11, a second set of Calpine comments were posted.
· On 1/6/12, a second set of ERCOT comments were posted.

· On 1/9/12, PRS again considered NPRR432.

· On 1/13/12, an Impact Analysis was posted.

· On 1/19/12, PRS considered the 1/9/12 PRS Report and Impact Analysis for NPRR432.

· On 1/31/12, ERCOT Steel Companies comments were posted.

· On 2/1/12, TIEC-NRG Texas LLC comments were posted.

· On 2/2/12, TAC considered NPRR432.

	PRS Decision 
	On 12/15/11, PRS voted to grant NPRR432 Urgent status.  There was one abstention from the Independent Power Marketer (IPM) Market Segment.  PRS then unanimously voted to table NPRR432 until the 1/9/12 Special PRS meeting.  All Market Segments were present for the votes.
On 1/9/12, PRS voted to recommend approval of NPRR432 as amended by the 1/6/12 ERCOT comments and as revised by PRS and to direct that NPRR432 return to the 1/19/12 PRS meeting for consideration.  There was one opposing vote from the Independent Generator Market Segment and two abstentions from the Independent Generator and Municipal Market Segments.  All Market Segments were present for the vote.
On 1/19/12, PRS voted to endorse and forward the 1/9/12 PRS Report and Impact Analysis for NPRR432 to TAC.  There were three opposing votes from the Independent Generator (2) and IPM Market Segments and two abstentions from the IPM and Municipal Market Segments.  All Market Segments were present for the vote.

	Summary of PRS Discussion
	On 12/15/11, participants discussed the possible timelines for NPRR432 and whether Urgent status is necessary.  ERCOT Staff expressed support for Urgent status to ensure that measures are in place well in advance of Summer 2012.  Participants also discussed whether ERCOT has the authority to procure Resources to alleviate imminent Emergency Conditions absent NPRR432; whether it is appropriate to explicitly provide that Resource Entities cannot be compelled to enter into a contract of this nature; whether additional detail regarding the procurement process is necessary; and at which points in time ERCOT should be required to notify the market of its activities.  It was requested that ERCOT Staff file additional comments based on the discussions of PRS for consideration at the 1/9/12 Special PRS meeting.
On 1/9/12, the 1/6/12 ERCOT comments were reviewed.  Participants discussed whether additional clarity is needed regarding the conditions under which ERCOT may procure Resources to alleviate imminent Emergency Conditions.  ERCOT Staff emphasized that this option will only be exercised in extraordinary circumstances.  Participants also discussed whether the new provision should be limited to Mothballed Generation Resources; whether there should be some form of clawback of capital contributions received from ERCOT if a Resource decides to participate in the energy or Ancillary Services markets; whether the ERCOT Board should be required to consider potential contracts at an open session; whether additional detail is needed regarding Settlement, the definition of “imminent,” or contract duration; and whether NPRR432 might incent Entities to improperly withhold capacity.
On 1/19/12, participants reviewed the language recommended for approval by PRS on 1/9/12 that would prohibit a Resource that has received capital contributions from ERCOT from participating in the energy or Ancillary Services markets until such capital contributions have been refunded and discussed whether the reimbursement requirement should be limited to the undepreciated portion of the relevant Resource.  Several participants opined that while additional detail might be needed with respect to the capital contribution reimbursement provision, this issue should be addressed in a separate NPRR so that resolution of NPRR432 is not delayed.  Participants also discussed whether additional detail is needed regarding the meaning of “imminent” and whether there should be exceptions to the RMR-based Settlement terms that would serve as the basis for a contract with a Generation Resource under NPRR432.

	TAC Decision
	On 2/2/12, TAC voted via roll call vote to recommend approval of NPRR432 as recommended by PRS in the 1/19/12 PRS Report, as amended by the 2/1/12 TIEC-NRG Texas LLC comments and as revised by TAC; and to refer to PRS the issue of the appropriate asset depreciation schedule to apply to the capital contribution repayment obligation.  There were five opposing votes from the IPM and Independent Retail Electric Provider (IREP) (4) Market Segments.  All Market Segments were present for the vote.

	Summary of TAC Discussion
	On 2/2/12, TAC reviewed the 2/1/12 TIEC-NRG Texas LLC comments.  A change was proposed to replace the word “imminent” with “anticipated” in the triggering language and the NPRR title.  Participants also discussed the appropriate asset depreciation schedule to apply to the capital contribution repayment obligation; and whether the procurement provision should include Load Resources, and if so, whether additional detail is needed regarding how contracts with Load Resources will be structured.

	ERCOT Opinion
	ERCOT supports the approval of NPRR432.


	Business Case

	Business Case
	1
	Prescribes the process for procuring Resources to alleviate imminent Emergency Conditions.

	
	2
	Describes the dispatch process for Generation Resources in order to minimize market impacts.


	Sponsor

	Name
	Bill Magness / Chad V. Seely

	E-mail Address
	bmagness@ercot.com / cseely@ercot.com

	Company
	Electric Reliability Council of Texas, Inc. (ERCOT)

	Phone Number
	(512) 225-7076 / (512) 225-7035

	Cell Number
	

	Market Segment
	Not Applicable


	Market Rules Staff Contact

	Name
	Jonathan Levine

	E-Mail Address
	jlevine@ercot.com

	Phone Number
	(512) 248-6464


	Comments Received

	Comment Author
	Comment Summary

	ERCOT 121311
	Proposed revisions to reflect discussions at the 12/7/11 WMS meeting and consultation with the Public Utility Commission of Texas (PUCT); requested that PRS grant NPRR432 Urgent status.

	Exelon Generation 121311
	Opposed Urgent status and raised issues for consideration.

	Luminant Energy Company LLC 121311
	Proposed revisions to address transparency concerns; relax the reporting and filing lead-times related to Resource registration, interconnection agreement revisions or related activities; and limit market re-entry by Resources that enter into a contract with ERCOT.

	NRG Texas 121411
	Proposed revisions to clarify that Resource Entities cannot be compelled to enter into a contract; require ERCOT to issue a market notice prior to entering into negotiations; to require ERCOT to minimize the deployment of Resources procured to alleviate Emergency Conditions.

	EDF Trading 121411
	Proposed revisions to require ERCOT to provide a market notice prior to beginning the open procurement process.

	Calpine 121411
	Opposed Urgent status, raised concern regarding unintended consequences, proposed revision to NPRR title, and listed issues in need of discussion.

	TIEC 121511
	Proposed revisions to require an ERCOT Board finding of necessity prior to ERCOT deployment of Resources procured to alleviate Emergency Conditions; require that such Resources be selected on a least-cost basis; change the required proxy offer amount from the System-Wide Offer Cap (SWCAP) to a value to be determined; to require that revenues earned by such Resources be credited to Customers.

	Calpine 122011
	Proposed revisions to provide triggering criteria for ERCOT to begin the process of procuring seasonal adequacy and to specify that for purposes of Settlement, any contract associated with a Generation Resource will include substantially the same terms and conditions as an RMR Unit under an RMR Agreement.

	ERCOT 010612
	Proposed revisions to incorporate additional notice requirements, to specify that Settlement and financial terms will be modeled after the Protocol sections governing RMR Agreements, and to affirm that ERCOT shall endeavor to minimize the deployment of specially-procured Resources and that a Resource Entity cannot be compelled to enter into a contract.

	ERCOT Steel Companies 013112
	Cautioned against potential harm to market forces that may result from usage of the mechanism proposed in NPRR432.

	TIEC-NRG Texas LLC 020112
	Proposed revisions incorporating a payback mechanism for capital contributions received from ERCOT.


	Proposed Protocol Language Revision


6.5.1.1
ERCOT Control Area Authority

(1)
ERCOT, as Control Area Operator (CAO), is authorized to perform the following actions for the limited purpose of securely operating the ERCOT Transmission Grid under the standards specified in North American Electric Reliability Corporation (NERC) Standards, the Operating Guides and these Protocols, including:

(a)
Direct the physical operation of the ERCOT Transmission Grid, including circuit breakers, switches, voltage control equipment, and Load-shedding equipment;

(b)
Dispatch Resources that have committed to provide Ancillary Services;

(c)
Direct changes in the operation of voltage control equipment;

(d)
Direct the implementation of Reliability Must-Run (RMR) Service, Remedial Action Plans (RAPs), Special Protection Systems (SPSs), and transmission switching to prevent the violation of ERCOT Transmission Grid security limits; and

(e)
Perform additional actions required to prevent an imminent Emergency Condition or to restore the ERCOT Transmission Grid to a secure state in the event of an ERCOT Transmission Grid Emergency Condition.

(2)
Consistent with paragraph (1)(e) above, if ERCOT seeks to exercise its authority to prevent an anticipated Emergency Condition relating to serving Load in the current or next Season by deploying existing Resources that may be used to maintain ERCOT System reliability in a manner not otherwise delineated in these Protocols and the Operating Guides, ERCOT shall not take such actions without approval of the ERCOT Board.  
(a)
Upon determination by ERCOT that additional Resources are needed to prevent an Emergency Condition and prior to any procurement activity associated with such additional Resources, ERCOT shall issue a Notice as soon as practicable with the following information: 

(i)
A detailed description of the reliability condition and need for additional capacity as determined by ERCOT and the timing of the proposed procurement,
(ii)
Justification for the quantity of additional capacity to be requested,

(iii)
Identification of potential Resources considered by ERCOT to be acceptable for providing the additional capacity, and

(iv)
A schedule of activities associated with the proposed procurement.
(b)
If ERCOT identifies a specific Resource Entity with which it will negotiate the terms for procurement of additional capacity, then ERCOT shall issue a Notice as soon as practicable that includes the Resource name and mnemonic, the Resource MW rating by Season, the name of the Resource Entity, and the potential duration of any contract, including anticipated start and end dates.
(c)
ERCOT shall, to the fullest extent practicable, ensure that any actions taken to procure additional capacity from Resources meet the following criteria:

(i)
Any Resources procured pursuant to this paragraph will be procured using an open process, and the terms of the procurement between ERCOT and the Resource Entity will be memorialized in contracts that will be publicly available for inspection on the ERCOT website.  
(ii)
Each contract will include specified financial terms and termination dates that will be established before the contract is presented for review by the ERCOT Board.  For purposes of Settlement, any contract associated with a Generation Resource will include substantially the same terms and conditions as an RMR Unit under a RMR Agreement, including the Eligible Cost budgeting process.  
(iii)
Approval of ERCOT’s actions by the ERCOT Board must be obtained before ERCOT may execute such a contract.  The consideration of the merits of the contract will be considered at an open session of the ERCOT Board prior to its vote.  
(iv)
Any information submitted by the Resource Entity to ERCOT through the procurement process may be designated as Protected Information and treated in accordance with the provisions of Section 1.3, Confidentiality, provided that final contract terms must be made available for public inspection.  
(d)
A Resource that has received capital contributions from ERCOT pursuant to a contract executed under this paragraph (2) may not participate in the energy or Ancillary Services markets until such capital contributions have been refunded to ERCOT.  ERCOT shall disperse the refunded capital contributions to Qualified Scheduling Entities (QSEs) on the same Load Ratio Share (LRS) that existed when the funds were paid to the Resource Entity.  For the purposes of this Section, capital contributions are defined as improvements with an asset life greater than one year under the applicable federal tax rules.  The Resource Entity’s refund of capital contributions shall be a lump sum payment calculated as follows: 

(i)
If the Resource chooses to participate in the energy or Ancillary Service markets after the termination date of the contract executed under this paragraph (2), the Resource Entity shall repay 100% of the capital contribution in a lump sum payment.
 
(ii)
If the Resource chooses to participate in the energy or Ancillary Services markets as contemplated in item (i) above, and its participation requires a lump sum payment of capital contributions, ERCOT will issue a notice to all registered Market Participants announcing the Resource’s decision to participate in the market(s) and identifying the amount of the lump sum payment due pursuant to item (i) above.   ERCOT will also issue a notice to all registered Market Participants after true-up Settlement or resolution of any disputes of these capital contributions.  

(e)
ERCOT shall endeavor to minimize the deployment of Resources procured pursuant to this paragraph with the goal of reducing the potential distortion of markets.  Resources deployed to alleviate imminent Emergency Conditions will not be offered into the Day-Ahead Market (DAM).  Rather, ERCOT will determine whether to use the Resources as part of the Hourly Reliability Unit Commitment (HRUC) process based on system conditions and the ability to meet Demand.  In the event these Resources are committed and On-Line, ERCOT systems will generate a proxy offer for the Resource at the SWCAP.  The default offer will place the Resources among the last for economic Dispatch, so as not to displace Resources that are On-Line and offering into the market.  To the extent practicable, the Resources deployed to alleviate imminent Emergency Conditions will not be used solely for the purpose of reducing local congestion.
(f)
A Resource Entity cannot be compelled to enter into a contract under this paragraph.
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