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	Comments


NPRR440, Consideration of Generation Availability in RMR Analyses, proposes to:  

(1) Significantly expand the applicability of Reliability Must Run (RMR) units to a level that appears to contemplate RMR for system wide capacity and potentially other issues not applicable under the definition of RMR that is based on localized conditions.  

(2) Require RMR evaluations on a five year forward basis (and appears to contemplate such long term contracts with RMR units).  

(3) Require RMR evaluations to compare potential RMR units with existing mothballed units to potentially solve a reliability condition.

Without further convincing (and significant public discussion of the policy implications), we do not support what appears to be a proposal which could substantially expand the intended use of RMR units.  Nor do we support the evaluation of mothballed units to solve a reliability issue.  The use of mothball units in an RMR study could be interpreted as a proposal to require mothballed units to come out of mothball so that other units, potentially owned by a different Resource Entity, could retire or go into mothball.  The Protocols provide that Resource Entities “cannot be compelled to enter into a contract” with ERCOT.  Paragraph (1)(g) of Protocol Section 3.14.1, Reliability Must Run, provides this construct for potential RMR units.  The study requirement for mothball units would appear to undermine this construct for owners of mothballed units.  The owner of an existing mothballed unit that is next to a potential RMR unit or a potential mothballed unit has an incentive to evaluate whether its unit would be competitive in the market and thus an RMR evaluation need not evaluate the use of units currently in mothball.
RMR units (and mothballed units) by definition are units that are not competitive in the market.  Resource Entities want to shut the units down and are “strongly encouraged” not to do so, in the case of RMR units, solely for local reliability purposes, until an RMR exit strategy is executed and in place.  The ERCOT Protocol definition for an RMR unit defines that RMR is solely for localized issues—which are by definition NOT system-wide capacity issues. The ERCOT Protocol definition of RMR is:

Reliability Must-Run (RMR) Unit 
A Generation Resource operated under the terms of an Agreement with ERCOT that would not otherwise be operated except that it is necessary to provide voltage support, stability or management of localized transmission constraints under first contingency criteria where market solutions do not exist. [emphasis added]
If there is an immediate reliability concern, NPRR432, Deployment of Resources to Alleviate Imminent Emergency Conditions, up for consideration at the ERCOT Board in February 2012, provides a significant expansion in discretion to ERCOT to procure Resources for “anticipated” Emergency Conditions.  It is anticipated that Resource procurements under NPRR432 will be:  transparent, well defined, of very limited duration and few and far between.
If the answer to ERCOT system reliability continues to be out of market solutions (such as RMR), incentives for new investment will continue to be eroded.  The current energy only market relies on price signals derived over time to indicate where and when investment should occur.  If we are at the point of contemplating the use of RMR units for system-wide capacity adequacy for years into the future, perhaps the time has come for a serious discussion of a construct wherein Load Serving Entities (LSEs) or Competitive Retailers (CRs) would be required to demonstrate bilateral forward contracts with Resource Entities to cover some percentage of their anticipated Load over a defined period of time.  Such a construct could be:  (1)  implemented with ‘credits’ for each customer that would move with the customer so that if the customer changes retail providers, the ‘credit’ would move with them and, (2) could accommodate resource flexibility as potentially defined by ERCOT.  While such a discussion would require significant guidance and development at the Public Utility Commission of Texas (PUCT), on its face, such a proposal would appear to work within the construct of the energy only market design and could provide a level of forward certainty to ERCOT and Market Participants for some level of Resource adequacy.  Recognizing the need for appropriate discussions at the Legislature and the PUCT, if a bilateral construct is not palatable, perhaps the time has come for a discussion of a centralized capacity market construct in ERCOT.

For the reasons described above, we do not support NPRR440 in its current form and therefore recommend the changes proposed below.

	Revised Proposed Protocol Language


3.14.1
Reliability Must Run

(1)
RMR Service is the use by ERCOT, under contracts with Generation Entities, of capacity and energy from Generation Resources that otherwise would not operate and that are necessary to provide voltage support, stability or management of localized transmission constraints under first contingency criteria, as defined in the ERCOT Nodal Operating Guides, Section 4.3, Operation to Maintain Transmission System Security, where market solutions do not exist.  This includes service provided by RMR Units and Must Run Alternative (MRA) Resources. 

(a)
Upon receiving notice from a Generation Entity as described in Section 3.14.1.1, Notification of Suspension of Operations, ERCOT may enter into RMR Agreements and begin procurement of RMR Service under this Section.  

(b)
Before entering into an RMR Agreement, ERCOT shall assess alternatives to the proposed RMR Agreement.  The list of alternatives ERCOT must consider includes (as reasonable for each type of reliability concern identified):

(i)
Redispatch/reconfiguration through operator instruction;

(ii)
Remedial Action Plans (RAPs);

(iii)
Special Protection Systems (SPS) initiated on unit trips or Transmission Facilities Outages; and

(iv)
Load response alternatives once a suitable Load response service is defined and available. 

(c)
ERCOT shall minimize the use of RMR Units as much as practicable subject to the other provisions of these Protocols.  ERCOT may Dispatch an RMR Unit at any time for ERCOT System security.  ERCOT shall Dispatch the RMR Unit as early as possible once conditions are identified that require the use of the RMR Unit, as defined in Section 4.4.8, RMR Offers, and the RMR Agreement.  

(d)
Each RMR Unit must meet technical requirements specified in Section 8.1.1.1, Ancillary Service Qualification and Testing.

(e)
The “Minimum Agreement Period” is the 180-day period from November 1 through April 30.  ERCOT may execute RMR Agreements for the Minimum Agreement Period or for a term of one year, with one exception.  ERCOT may execute an RMR Agreement for a term longer than 12 months if the Generation Entity must make a significant capital expenditure to meet environmental regulations or to ensure availability to continue operating the RMR Unit so as to make an RMR Agreement in excess of 12 months appropriate, in ERCOT’s opinion.  The term of a multi-year RMR Agreement must take into account the appropriate RMR exit strategy discussed in Section 3.14.1.4, Exit Strategy from an RMR Agreement.  The RMR standard Agreement is included in Section 22, Attachment B, Standard Form Reliability Must Run Agreement.

(f)
A Generation Resource is eligible for RMR status based on criteria established by ERCOT indicating its operation is necessary to support ERCOT System reliability according to the Operating Guides.  A combined-cycle generation facility must be treated as a single unit for RMR purposes unless the combustion turbine and the steam turbine can operate separately.  If the steam turbine and combustion turbine can operate separately, and the steam turbine is powered by waste heat from more than one combustion turbine, the combustion turbine accepted for RMR Service and a proportionate part of the steam turbine must be treated as a single unit for RMR purposes.  If the combustion turbine accepted for RMR Service can operate separately from the steam turbine, and only the combustion turbine is accepted as an RMR Unit, the RMR energy price will be reduced by the value of the combustion turbine’s waste heat calculated at the Fuel Index Price (FIP), except when the steam turbine is Off-Line.  ERCOT shall post to the Market Information System (MIS) Secure Area the criteria upon which it evaluates whether an RMR Unit meets the test of operational necessity to support ERCOT System reliability within five Business Days of change.  

(g)
A Generation Entity cannot be compelled to enter into an RMR Agreement.  A Generation Entity that owns a Generation Resource that is uneconomic to remain in service can voluntarily petition ERCOT for contracted RMR status by following the process in this subsection.  ERCOT shall determine whether the Generation Resource is necessary for system reliability based on the criteria set forth in this Section.

(h)
ERCOT must contract for the entire capacity of each RMR Unit.

(i)
ERCOT shall post on the MIS Secure Area all information relative to the use of RMR Units including energy deployed monthly.

(j)
The Generation Entity that owns the RMR Unit may not use the RMR Unit for:

(i)
Participating in the bilateral energy market;

(ii)
Self-providing of energy except for plant auxiliary Load obligations under the RMR Agreement; and

(iii)
Providing of Ancillary Service to any Entity.
3.14.1.2
ERCOT Evaluation

(1)
Upon receipt of a Notification under Section 3.14.1.1, Notification of Suspension of Operations, ERCOT shall post the Notification on the MIS Secure Area and shall post all existing relevant studies and data and provide electronic notice to all registered Market Participants of the Application and posting of the studies and data.

(2)
Within 14 days after receiving the Notification described in paragraph (1) above, unless otherwise notified by ERCOT that a shorter comment period is required, Market Participants may submit comments to ERCOT on whether the proposed RMR Unit meets the test of operational necessity to support ERCOT System reliability or whether the proposed RMR Unit should qualify for a multi-year RMR Agreement.  ERCOT shall consider and post all submitted comments on the MIS Secure Area.

(3)
Within 24 days after receiving the Notification, ERCOT shall make an initial determination of whether the Generation Resource is required to support ERCOT System reliability.  
(a)
ERCOT shall develop a Load value for use in the RMR study as follows:  For the Load in the RMR local area, ERCOT shall use the regional Load value provided by the appropriate Transmission Service Provider (TSP) as part of the annual Steady State Working Group (SSWG) study case development process.  For Load for the rest of the system, ERCOT shall use maximum system peak Load forecast for the next 12 months based on the weekly Load forecast data posted pursuant to P.U.C. Subst. R. 25.505, Resource Adequacy in the Electric Reliability Council of Texas Power Region.  
(b)
For the local reliability condition for which RMR is being evaluated, ERCOT shall analyze either the greater of the Forced Outages for Generation Resources consistent with historical Generation Resource unavailability data or the unavailability of the largest Generation Resource within the relevant local study area.  The local study area and assumptions used in the study shall be clearly described in writing in the study documents.


(c)
Additionally, ERCOT shall conduct any other analysis (e.g., operations studies) as required and shall post all study data and results and all analyses and its determination on the MIS Secure Area and notify the Generation Entity of the determination.
(4)
Within ten days after a determination by ERCOT that the Generation Resource is required to support ERCOT System reliability, the Generation Entity shall, if it has not already done so, complete and submit to ERCOT Part II of the Notification of Suspension of Operations (Section 22, Attachment E, Notification of Suspension of Operations).  ERCOT shall post the Part II information on the MIS Secure Area.  On the 11th day after the determination or on receipt of Part II of the Notification, whichever comes first, ERCOT and the Generation Entity shall begin good faith negotiations on an RMR Agreement.  These negotiations shall include the budgeting process for Eligible Costs and for fuel costs as detailed in Section 3.14.1.11, Budgeting Eligible Costs, and Section 3.14.1.15, Budgeting Fuel Costs. 

(5)
Within 60 days after receiving the Part I Notification, ERCOT shall make a final assessment of whether the Generation Resource is required to support ERCOT System reliability.  If ERCOT determines that the Generation Resource is required, and the RMR Agreement between ERCOT and the Generation Resource has not yet been finalized, good faith negotiations must continue.  If ERCOT determines that the Generation Resource is not needed to support ERCOT System reliability, then the Generation Resource may cease or suspend operations according to the schedule in its Notification.

(6)
If, after 90 days following ERCOT’s receipt of the Part I Notification, either ERCOT has not informed the Generation Entity that the Generation Resource is not needed for ERCOT System reliability or both parties have not signed a RMR Agreement for a Generation Resource that ERCOT has determined to be required for ERCOT System reliability, then the Generation Entity may file a complaint with the Public Utility Commission of Texas (PUCT) under subsection (f)(1) of P.U.C. Subst. R. 25.502, Pricing Safeguards in Markets Operated by the Electric Reliability Council of Texas.

(7)
If, after 90 days following receipt of the Part I Notification, ERCOT and the Generation Entity have not finalized an RMR Agreement for a Generation Resource that ERCOT has determined to be required for ERCOT System reliability, then the Generation Entity shall maintain that Generation Resource(s) so that it is available for RUC commitment until no longer required to do so under P.U.C. Subst. R. 25.502(f)(2).
.
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