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	Comments


At its July 12, 2012 meeting, the ERCOT Reliability and Operations Subcommittee (ROS) referred NPRR465 to the Operations and Planning Synchronization Task Force (OPSTF).  OPSTF discussed NPRR465 during its July 16, 2012 and August 7, 2012 meetings.  OPSTF recommends approval of NPRR465 as amended by these comments.  A summary of the issues discussed by OPSTF and the disposition of such issues is provided below.
OPSTF recommends changes to Section 3.14.1, Reliability Must Run, to re-insert “localized” and to reference “applicable reliability criteria” rather than the proposed reference to operating criteria.  OPSTF members had mixed views regarding the submitter’s proposal to delete the “localized” qualifier with regard to transmission constraints but ultimately agreed to recommend that the qualifier be re-inserted.  OPSTF also believes that the submitter’s proposed reference to ERCOT operating criteria would inappropriately preclude consideration of planning criteria.
OPSTF recommends deletion of proposed new paragraph (3)(b) of Section 3.14.1.2, ERCOT Evaluation, relating to the consideration of generation unavailability in the analyses described in this section.  OPSTF agrees with the concept proposed by the submitter in this section.  However, OPSTF believes some implementation details need to be resolved and OPSTF plans to address this issue as Issue #8 on the OPSTF list of issues at a later date.  When OPSTF addresses this issue, OPSTF envisions that any changes proposed by OPSTF and approved by ROS would apply prospectively to all planning analyses, including the analyses described in this proposal.  OPSTF understands that deleting the proposed new section maintains the existing practice pending possible future changes to the existing practice.
With the deletion of the proposed new paragraph (3)(b) of Section 3.14.1.2, subsequent paragraphs are renumbered accordingly and hereafter, referred to as such.

OPSTF agrees with the July 3, 2012 Oncor comments and has incorporated such comments in these comments.  However, in response to comments raised at the ROS meeting, OPSTF has modified OPSTF paragraph (3)(b) of Section 3.14.1.2 to specify that the planning horizon over which such analysis may be performed shall not exceed either two or five years.  The issue of whether two or five years should apply is addressed later in these comments.
OPSTF reviewed the July 11, 2012 Edison Mission Marketing and Trading comments and agrees that reliability concerns for system capacity have already been addressed through NPRR432, Deployment of Resources to Alleviate Anticipated Emergency Conditions.  OPSTF has proposed modifications to paragraph (3) of Section 3.14.1.2 to clarify that the analyses addressed by this section relate to transmission reliability concerns, and not to system capacity reliability concerns.  OPSTF does not agree that the Reliability Must Run (RMR) exit strategy is an appropriate means to address the transmission reliability concerns addressed by NPRR465.  If the analysis proposed in NPRR465 is not performed, then the need to consider RMR to maintain adequate transmission reliability will not be realized, so RMR would not be considered and therefore an RMR exit strategy would not be developed.
OPSTF discussed a concern voiced at the July 12, 2012 ROS meeting that the analyses over the planning horizon proposed in NPRR465 may not be appropriate for seasonal suspension of operations.  OPSTF notes that seasonal suspension of operations is indicative that a generating unit is approaching the end of its useful life, and it may be appropriate to consider the likelihood of permanent cessation of operation over the applicable transmission planning horizon, particularly in areas where there has been limited addition of new generation units due to the area being a NOx non-attainment area or for other reasons.  However, at this time, OPSTF recommends that the transmission reliability analysis proposed in NPRR465 only apply when the Notice of Suspension of Operations indicates that the generating unit(s) will cease operation permanently, indefinitely, or for a period of time exceeding one year.  OPSTF has proposed language to this effect in paragraph (3)(b) of Section 3.14.1.2.
OPSTF also discussed concerns voiced at ROS regarding the practicality of multi-year RMR agreements, the costs of such agreements, and the possibility that the reliability need may be over-stated due to overly conservative assumptions.  Multi-year RMR agreements have been actually used, and therefore could be practically implemented, in areas of ERCOT where transmission solutions required several years to implement, such as in the Corpus Christi and Laredo areas.  In fact, existing paragraph (1)(e) of Section 3.14.1 explicitly allows multi-year RMR Agreements if necessary, in ERCOT’s opinion.  The assumptions that would be used in planning analyses would be as prescribed by North American Electric Reliability Corporation (NERC) or ERCOT planning criteria as being reasonable and, more importantly, required for planning analyses.  In providing the required level of reliability, the applicable standards do not provide an exception due to cost.  Stated otherwise, ERCOT is required to maintain a prescribed level of transmission reliability, and ERCOT strives to do so in a cost-effective manner.
Nevertheless, OPSTF recognizes that the decision regarding a multi-year RMR or Must-Run Alternative (MRA) agreement would likely depend upon a number of fact-specific considerations, such as the following:

· Whether significant investment would be required in the specific generating unit being considered for the unit to continue to operate;

· Likely availability of the aged generating unit over the envisioned planning horizon; and
· Likelihood of the envisioned future reliability need being higher or lower than the forecasted need due to uncertainty inherent in the planning process such as future load growth, future generating unit retirements, and future generation additions.
OPSTF considered modifications to OPSTF paragraph (3)(c)(iv) of Section 3.14.1.2 to require ERCOT Board of Director approval of RMR or MRA agreements entered into as a result of transmission analyses performed over the planning horizon when a generating unit provides Notice of Suspension of Operations.  Board of Director approval would be helpful in ensuring proper over-sight and transparency of such complex decisions.  However, Board of Director oversight would not be practically achievable within the prescribed timelines pertaining to RMR determinations.  Lengthening the prescribed RMR determination timelines would be problematic due to the need for affected generating entities to make timely decisions and to make provisions regarding future operation of a generating unit that would otherwise cease or indefinitely suspend operations.

In weighing these considerations, OPSTF has provided two proposed alternatives.  Option 1 would limit the horizon for RMR analysis to two years.  Option 2 would limit the horizon for RMR analysis to five years.  OPSTF believes it is problematic and inefficient for ERCOT to analyze years three through five as part of an RMR analysis yet be precluded from using RMR or MRA to address transmission reliability concerns evidenced by such analysis.  Therefore, OPSTF’s options reflect either two or five years being applied to all the provisions of OPSTF paragraphs (3)(b) and (3)(c) of Section 3.14.1.2.
OPSTF also discussed other implementation considerations associated with NPRR465.  Specifically, the analyses proposed in NPRR465 would add to the workload of ERCOT Staff, and would not be necessary for every Notice of Suspension of Operations.  As previously discussed, OPSTF has proposed limiting applicability of the new provisions only to situations where the notifier indicates that the generating unit will cease operation permanently, indefinitely, or for over a year.  OPSTF further recommends changes to paragraphs (3)(b) and (c) of Section 3.14.1.2 to indicate that the new analyses are not required, but instead are discretionary, at ERCOT’s sole discretion.  ERCOT leads and supervises the ERCOT planning process.  ERCOT also oversees and coordinates the generation interconnection process.  From these activities, ERCOT is in a position to judge whether the described analyses should be performed.  OPSTF believes such discretionary authority will allow ERCOT to more efficiently implement these provisions by not performing the additional analyses unless ERCOT believes it is reasonable and prudent to do so.
To summarize, after careful consideration of the issues pertinent to this proposal, OPSTF recommends approval of NPRR465 as modified by these comments, subject to selection of either Option 1 or Option 2.
	Revised Proposed Protocol Language


3.14.1
Reliability Must Run

(1)
RMR Service is the use by ERCOT, under contracts with Resource 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 applicable reliability criteria, 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 Resource 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.  ERCOT shall evaluate and present in a written report posted on the Market Information System (MIS) Secure Area the information in items (i) through (v) below.  ERCOT is not limited in the number of additional scenarios it chooses to evaluate.  The written report shall include an explanation as to why the items below are insufficient, either alone or in combination, to fill the requirement that will be met by the potential RMR Unit.  The report shall be posted in the time frame required under paragraph (3) of Section 3.14.1.2, ERCOT Evaluation.  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 (SPSs) initiated on unit trips or Transmission Facilities’ Outages; 

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

(v)
Resource alternatives, including capabilities of Distributed Generation (DG), Load Resources, Direct Current Ties (DC Ties), Block Load Transfers (BLTs), etc.

(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.    

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

(e)
ERCOT may execute RMR Agreements for no less than one month and no more than one year, with one exception.  ERCOT may execute an RMR Agreement for a term longer than 12 months if the Resource 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.  In the event ERCOT chooses to contract for an RMR Unit for longer than one year, ERCOT shall annually re-evaluate the need for the RMR Unit under the criteria set forth in paragraph (b) above.  If ERCOT determines the RMR Unit is no longer needed, ERCOT shall enter into exit negotiations with the contract signatories to attempt to exit the contract early.  However, ERCOT shall not enter into such negotiations until a Market Notice is issued providing the anticipated RMR exit time frame.  The RMR standard Agreement is included in Section 22, Attachment B, Standard Form Reliability Must-Run Agreement.  ERCOT shall post each RMR Agreement in its entirety, including amendments or modifications thereto, within five Business Days of execution on the MIS Secure Area.

(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 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 and shall issue a Market Notice stating the determination is available.  This includes the case where a unit previously identified by ERCOT as potentially needed for RMR Service is no longer needed regardless of whether an RMR Agreement was ever signed.  

(g)
A Resource Entity cannot be compelled to enter into an RMR Agreement.  A Resource 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 Resource 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.

(k)
ERCOT shall issue a Market Notice on the need for an RMR Unit prior to entering negotiations for the RMR Unit.  Such Market Notice shall include the link to the ERCOT final RMR evaluation, the Resource name and pneumonic, the name of the Resource Entity, the name of the Qualified Scheduling Entity (QSE) for the Resource, the Resource MW rating by Season, and potential duration of the RMR Agreement, including anticipated start and end dates.

(l)
ERCOT shall, through the issuance of Market Notices, provide the same information, contemporaneously, about the need for, or elimination of an RMR Unit to all registered Market Participants, including QSEs and Resource Entities with RMR Units.
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 a Market Notice 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 transmission 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)
If the Notification indicates that the generating unit(s) will decommission, suspend operation indefinitely, or suspend operation for a time period exceeding 12 months, ERCOT, in its sole discretion, may perform  transmission reliability analysis over  a planning horizon as defined by the available Steady-State Working Group power flow base cases but not to exceed [Option 1:  two, or Option 2:  five] years.
(c)
If the reliability analysis in paragraph (b) above is performed and if the analysis identifies any deficiencies during the [Option 1:  two, or Option 2:  five] yearplanning horizon, ERCOT shall pursue solutions to those deficiencies in the following order of priority:

(i)
Alternatives outlined in paragraph (1)(b) of Section 3.14.1, Reliability Must Run, as well as any other operational alternatives deemed to be viable by ERCOT;
(ii)
Transmission upgrades that do not require a Certificate of Convenience and Necessity (CCN) or new rights-of-way that can be implemented prior to the time period that the reliability deficiency has been identified;
(iii)
Transmission upgrades that require a CCN or new rights-of-way that will eliminate the reliability deficiency prior to the time period that the reliability deficiency has been identified;
(iv)
If items (i) through (iii) above do not resolve the deficiency, then ERCOT shall attempt to enter into an RMR or MRA Resource agreement to address the reliability deficiency. 
(d)
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 issue a Market Notice of its determination.

(4)
Within ten days after a determination by ERCOT that the Generation Resource is required to support ERCOT System reliability, the Resource 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 Resource 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.  ERCOT shall issue a Market Notice of its determination prior to entering RMR Agreement negotiations with the Generation Resource.  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.  At the end of 60 days, ERCOT shall issue a Market Notice on the status of negotiations containing an indication as to whether negotiations are ongoing and the expected time frame for conclusion of negotiations.  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, and ERCOT shall issue a Market Notice to this effect.

(6)
ERCOT shall issue a Market Notice on the status of the RMR Unit, including the start date, duration of the RMR Agreement, the Standby Cost per MW and the amount of MW under contract, within 24 hours of signing an RMR Agreement with a Resource Entity.

(7)
If, after 90 days following ERCOT’s receipt of the Part I Notification, either ERCOT has not informed the Resource 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 Resource Entity may file a complaint with the Public Utility Commission of Texas (PUCT) under subsection (e)(1) of P.U.C. Subst. R. 25.502, Pricing Safeguards in Markets Operated by the Electric Reliability Council of Texas.

(8)
If, after 90 days following receipt of the Part I Notification, ERCOT and the Resource Entity have not finalized an RMR Agreement for a Generation Resource that ERCOT has determined to be required for ERCOT System reliability, then the Resource Entity shall maintain that Generation Resource(s) so that it is available for Reliability Unit Commitment (RUC) commitment until no longer required to do so under P.U.C. Subst. R. 25.502(e)(2).
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