Board Report

	NPRR Number
	810
	NPRR Title
	Applicability of RMR Incentive Factor on Reservation and Transportation Costs Associated with Firm Fuel Supplies

	Date of Decision
	April 4, 2017

	Action
	Approved

	Timeline 
	Normal

	Effective Date
	Upon system implementation for revisions to Section 6.6.6.1

May 1, 2017 for revisions to Section 3.14.1.13

	Priority and Rank Assigned
	Priority – 2017; Rank – 1940

	Nodal Protocol Sections Requiring Revision 
	3.14.1.13, Incentive Factor
6.6.6.1, RMR Standby Payment

	Related Documents Requiring Revision/ Related Revision Requests
	None

	Revision Description
	This Nodal Protocol Revision Request (NPRR) removes the applicability of the Reliability Must-Run (RMR) Incentive Factor to reservation and transportation costs associated with firm fuel supplies, which should be considered fuel costs.  In addition, this NPRR separates costs in the RMR Standby Payment equation in Section 6.6.6.1 based on Incentive Factor applicability.

	Reason for Revision
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  Addresses current operational issues.
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  Meets Strategic goals (tied to the ERCOT Strategic Plan or directed by the ERCOT Board).
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  Market efficiencies or enhancements
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  Administrative
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  Regulatory requirements
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  Other:  (explain)

(please select all that apply)

	Business Case
	This NPRR removes the applicability of the RMR Incentive Factor to reservation and transportation costs associated with firm fuel supplies for the RMR Resource, and accordingly separates costs in the standby payment formula in Section 6.6.6.1 based on incentive factor applicability.

	Credit Work Group Review
	ERCOT Credit Staff and the Credit Work Group (Credit WG) have reviewed NPRR810 and do not believe that it requires changes to credit monitoring activity or the calculation of liability.

	PRS Decision
	On 1/19/17, PRS unanimously voted to recommend approval of NPRR810 as revised by PRS.  All Market Segments were present for the vote.
On 2/9/17, PRS unanimously voted to endorse and forward to TAC the 1/19/17 PRS Report as amended by the 1/30/17 ERCOT comments and the Impact Analysis for NPRR810 with an effective date of May 1, 2017 for revisions to Section 3.14.1.13 and a recommended rank of 2017 and priority of 1940.  All Market Segments were present for the vote. 

	Summary of PRS Discussion
	On 1/19/17, ERCOT staff reviewed the purpose and changes of NPRR810.  Participants requested additional language to ensure that NPRR810’s changes are only applied prospectively.
On 2/9/17, participants reviewed the 1/30/17 ERCOT comments and noted a desire for Incentive Factor changes in Section 3.14.1.13 to take effect upon ERCOT Board approval.

	TAC Decision 
	On 3/23/17, TAC unanimously voted to recommend approval of NPRR810 as recommended by PRS in the 2/9/17 PRS Report.  All Market Segments were present for the vote.

	Summary of TAC Discussion
	On 3/23/17, there was no discussion.

	ERCOT Opinion
	ERCOT supports approval of NPRR810.

	Board Decision
	On 4/4/17, the ERCOT Board approved NPRR810 as recommended by TAC in the 3/23/17 TAC Report.


	Sponsor

	Name
	Ino González

	E-mail Address
	Ino.Gonzalez@ercot.com

	Company
	ERCOT

	Phone Number
	512-238-3954

	Cell Number
	512-632-7927

	Market Segment
	Not applicable


	Market Rules Staff Contact

	Name
	Cory Phillips

	E-Mail Address
	cory.phillips@ercot.com

	Phone Number
	512-248-6464


	Comments Received

	Comment Author
	Comment Summary

	ERCOT 013017
	Proposed striking the 1/19/17 PRS desktop edits as a date certain is unnecessary in this context


	Market Rules Notes


None
	Proposed Protocol Language Revision


3.14.1.13
Incentive Factor

(1)
Subject to the reductions described in paragraphs (2) and (3) below, the Incentive Factor for RMR Agreements is equal to 10% of the actual Eligible Costs, excluding fuel costs and reservation and transportation costs associated with firm fuel supplies as described in paragraph (1)(a)(vi) of Section 3.14.1.10, Eligible Costs.  The Incentive Factor for RMR Agreements is not applied to capital expenditures as described in Section 3.14.1, Reliability Must Run.  The Incentive Factor shall never be less than zero.

(2)
The Incentive Factor shall be reduced if the RMR Unit fails to perform to the contracted capacity during a Capacity Test as described in the RMR Agreement.  The reduction will be linear, with a 2% reduction in the Incentive Factor for every 1% of reduced Capacity.

(3)
The Incentive Factor shall be reduced if the “Hourly Rolling Equivalent Availability Factor” of the RMR Unit is less than the Target Availability (i.e. the “Actual Availability”, as defined below, is less than the Target Availability).  The reduction will be linear; with a 2% reduction in the Incentive Factor payment for every 1% of the Hourly Rolling Equivalent Availability Factor is less than the Target Availability stated in the RMR Agreement.  The RMR Unit’s Actual Availability shall be calculated on an hourly rolling six-month average basis by dividing the number of hours that the RMR Unit was available according to its final COP for each hour of the previous 4380 hours for which availability is required under the RMR Agreement by 4380.  If less than 4380 hours for which availability is required under the RMR Agreement 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.
6.6.6.1
RMR Standby Payment

(1)
The Standby Payment for RMR Service is paid to each QSE representing an RMR Unit for each RMR Unit for each contracted hour under performance requirements set forth in Section 22, Attachment B, Standard Form Reliability Must-Run Agreement, and other performance requirements in these Protocols.  For Initial Settlement, the Standby Payment is the “Estimated Standby Cost” stated in the RMR Agreement.  For Final and True-Up Settlements, the Standby Payment is based on the RMR Unit’s actual Eligible Cost.

(2)
The Standby Payment to each QSE for each RMR Unit for each hour is calculated as follows:  

RMRSBAMT q, r
=
(-1) * RMRSBPR q, r
The above variables are defined as follows:

	Variable
	Unit
	Definition

	RMRSBAMT q, r
	$
	Reliability Must Run Standby Payment per QSE per Resource by hour—The Standby Payment to QSE q for RMR Unit r, for the hour.  Where for a Combined Cycle Train, the Resource r is the Combined Cycle Train. 

	RMRSBPR q, r
	$ per hour
	Reliability Must Run Standby Price per QSE per Resource by hour—The hourly standby cost for RMR Unit r represented by QSE q, for the hour.  See item (3) below.  Where for a Combined Cycle Train, the Resource r is the Combined Cycle Train.   

	q
	none
	A QSE.

	r
	none
	An RMR Unit.


(3)
For the Initial Settlement and resettlements executed before true-up and before actual cost data is submitted, the standby price of an RMR Unit is the “Estimated Standby Cost” stated in the RMR Agreement.  For other resettlements, the standby price of an RMR Unit for each hour is calculated as follows:

RMRSBPR q, r
=
(RMRMNFNCC q, r * (1 + RMRIF * RMRCRF q, r * RMRARF q, r) + RMRMNFCC q, r ) / MH q, r
Where: 

RMR Capacity Reduction Factor

If (RMRTCAPA q, r + RMRTCAP q, r ≥ RMRCCAP q, r), then RMRCRF q, r  = 1

Otherwise

RMRCRF q, r
=
Max (0, 1 – 2 * (RMRCCAP q, r – RMRTCAP q, r) / RMRCCAP q, r)

RMR Availability Reduction Factor

If (RMRHREAF q, r ≥ RMRTA q, r), then RMRARF q, r = 1 

Otherwise

RMRARF q, r
=
Max (0, 1 - (RMRTA q, r – RMRHREAF q, r) * 2)

RMR Hourly Rolling Equivalent Availability Factor

If (RMREH q, r < 4380)

RMRHREAF q, r  = 1 

Otherwise

RMRHREAF q, r
=
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 RMRAFLAG q, r, hr) / 4380

Availability for a Combined Cycle Train will be determined pursuant to contractual terms but no more than once per hour.
The above variables are defined as follows:

	Variable
	Unit
	Definition

	RMRSBPR q, r
	$ per hour
	Reliability Must-Run Standby Price per QSE per Resource by hour—The hourly standby cost for RMR Unit r represented by QSE q, for the hour.  Where for a Combined Cycle Train, the Resource r is the Combined Cycle Train.

	RMRARF q, r
	none
	Reliability Must-Run Availability Reduction Factor per QSE per Resource by hour—The availability reduction factor of RMR Unit r represented by QSE q, for the hour.  Where for a Combined Cycle Train, the Resource r is the Combined Cycle Train.

	RMRCRF q, r
	none
	Reliability Must-Run Capacity Reduction Factor per QSE per Resource by hour—The capacity reduction factor of the RMR Unit r represented by QSE q, for the hour.  See paragraph (2) of Section 3.14.1.13, Incentive Factor.  Where for a Combined Cycle Train, the Resource r is the Combined Cycle Train.

	RMRCCAP q, r
	MW
	Reliability Must-Run Contractual Capacity per QSE per Resource—The capacity of RMR Unit r represented by QSE q as specified in the RMR Agreement.  Where for a Combined Cycle Train, the Resource r is the Combined Cycle Train.

	RMRTCAP q, r
	MW
	Reliability Must-Run Testing Capacity by hour—The testing capacity of RMR Unit r represented by QSE q, for the hour.  Where for a Combined Cycle Train, the Resource r is the Combined Cycle Train.

	RMRTA q, r
	none
	Reliability Must-Run Target Availability per QSE per Resource—The Target Availability of RMR Unit r represented by QSE q, as specified in the RMR Agreement and divided by 100 to convert a percentage to a fraction.  Where for a Combined Cycle Train, the Resource r is the Combined Cycle Train.

	RMRHREAF q, r
	none
	Reliability Must-Run Hourly Rolling Equivalent Availability Factor per QSE per Resource by hour—The equivalent availability factor of RMR Unit r represented by QSE q over 4380 hours for which availability is required under the RMR Agreement, for the hour.  Where for a Combined Cycle Train, the Resource r is the Combined Cycle Train.

	RMREH q, r
	none
	Reliability Must-Run Elapsed number of Hours per QSE per Resource by hour—The number of the elapsed hours of the term of the RMR Agreement for RMR Unit r represented by QSE q, for the hour.  Where for a Combined Cycle Train, the Resource r is the Combined Cycle Train.

	RMRMNFNCC q, r
	$
	Reliability Must-Run Monthly Non-Fuel Non-Capital Cost per QSE per Resource—The actual non-capital and non-fuel Eligible Cost of RMR Unit r represented by QSE q, for the month.  Where for a Combined Cycle Train, the Resource r is the Combined Cycle Train.

	RMRMNFCC q, r
	$
	Reliability Must-Run Monthly Non-Fuel Capital Cost per QSE per Resource—The actual non-fuel and capital Eligible Cost of RMR Unit r represented by QSE q, for the month.  Where for a Combined Cycle Train, the Resource r is the Combined Cycle Train.  Notwithstanding the above, reservation and transportation costs associated with firm fuel supplies as described in paragraph (1)(a)(vi) of Section 3.14.1.10, Eligible Costs, shall be included herein.

	MH q, r
	hour
	Number of Hours in the Month per QSE per Resource—The total number of hours of the month, when RMR Unit r represented by QSE q is under an RMR Agreement.  Where for a Combined Cycle Train, the Resource r is the Combined Cycle Train.

	RMRIF
	none
	Reliability Must Run Incentive Factor—The Incentive Factor of RMR Units under RMR Agreement.

	RMRARF q, r
	none
	Reliability Must-Run Availability Reduction Factor per QSE per Resource by hour—The availability reduction factor of RMR Unit r represented by QSE q, as calculated for the hour.  Where for a Combined Cycle Train, the Resource r is the Combined Cycle Train.

	RMRAFLAG q, r, hr
	none
	RMR Availability Flag per QSE per Resource by hour—The flag of the availability of RMR Resource r represented by QSE q, 1 for available and 0 for unavailable, for the hour.  Where for a Combined Cycle Train, the Resource r is a Combined Cycle Generation Resource within the Combined Cycle Train.

	RMRTCAPA q, r
	MW
	Reliability Must-Run Testing Capacity Adjustment by hour—The testing capacity adjustment factor, in the event an ERCOT Operator has deemed that a RMR Unit’s Tested Capacity did not materially affect the reliability of the ERCOT System, of an RMR Unit r represented by QSE q, for the hour.  See paragraph (2) of Section 3.14.1.13.  Where for a Combined Cycle Train, the Resource r is the Combined Cycle Train.

	q
	none
	A QSE.

	r
	none
	An RMR Unit.

	hr
	none
	The index for a given hour and all the previous 4379 hours for which availability is required under the RMR Agreement.

	4380
	none
	The number of hours in a six-month period.


(4)
The total of the Standby Payments to each QSE for all RMR Units represented by this QSE for a given hour is calculated as follows:

RMRSBAMTQSETOT q
=
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RMRSBAMT q, r
The above variables are defined as follows:

	Variable
	Unit
	Definition

	RMRSBAMTQSETOT q
	$
	Reliability Must-Run Standby Amount QSE Total per QSE(The total of the Standby Payments to QSE q for all RMR Units represented by this QSE for the hour.

	RMRSBAMT q, r
	$
	Reliability Must-Run Standby Payment per QSE per Resource—The Standby Payment to QSE q for RMR Unit r, for the hour.  Where for a Combined Cycle Train, the Resource r is the Combined Cycle Train.  

	q
	none
	A QSE.

	r
	none
	An RMR Unit.
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