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	Comments


ERCOT welcomes the opportunity to provide further comments on NPRR1315, specifically to clarify the appropriate methodology for determining the Mitigated Offer Cap (MOC) for Generation Resources and Energy Storage Resources procured by ERCOT under paragraph (4) of Section 6.5.1.1, ERCOT Control Area Authority which are acquired to primarily address anticipated or actual Emergency Conditions due to ERCOT local congestion issues.
As outlined in the 4/7/26 ERCOT comments, the proposed methodology for determining the MOC is designed to minimize the use of out-of-market Resources that could interfere with market results but also to set the MOC low enough so that Security-Constrained Economic Dispatch (SCED) has the ability to Dispatch the contract-for-capacity (“C4C”) Resource  to help manage the constraint.  As noted in the 4/7/26 comments, the proposed methodology to set the MOC for Generation and Energy Storage Resources procured through Section 6.5.1.1 is designed to allow SCED to Dispatch these Resources for congestion as far back in the Dispatch order as possible. 
ERCOT proposes to assume a relatively low System Lambda when manually calculating the MOC. Using a value that's too high may prevent SCED from dispatching resources above the Low Sustained Limit (LSL). The language proposed in these comments allows ERCOT to establish an MOC that ensures SCED can dispatch the C4C Resources to resolve specific constraints.
In addition, ERCOT recommends removing the “not exceeding SWCAP,” to prevent a potential Protocol violation if the MOC value happens to be greater than the Real-Time System-Wide Offer Cap (RTSWCAP).

Finally, ERCOT plans to post a separate Protocol Revision Request in May 2026, apart from this NPRR, to implement an automated Real-Time MOC calculation, utilizing the methodology outlined in NPRR826, specifically to address Resources procured through Section 6.5.1.1 to address local constraints.
	Revised Cover Page Language


None.
	Revised Proposed Protocol Language


4.4.9.4.1
Mitigated Offer Cap 

(1)
Energy Offer Curves and Energy Bid/Offer Curves may be subject to mitigation in Real-Time operations under Section 6.5.7.3, Security Constrained Economic Dispatch, using a Mitigated Offer Cap (MOC).  For Generation Resources, ERCOT shall construct an incremental MOC curve in accordance with Section 6.5.7.3 such that each point on the MOC curve is calculated as follows:

MOC q, r, h = Max [GIHR q, r * Max(FIP, WAFP q, r, h), (IHR q, r * FPRC q, r + OM q, r)]

Where, 

If a QSE has submitted an Energy Offer Curve on behalf of a Generation Resource and the Generation Resource has approved verifiable costs, then 

FPRC q, r = Max(WAFP q, r, h, FIP + FA q, r) * RTPERFIP q, r / 100 + FOP * RTPERFOP q, r / 100

If a QSE has not submitted an Energy Offer Curve on behalf of a Generation Resource and the Generation Resource has approved verifiable costs, then 

FPRC q, r = Max(WAFP q, r, h, FIP + FA q, r) * GASPEROL q, r / 100 + FOP * OILPEROL q, r / 100 + (SFP + FA q, r) * SFPEROL q, r / 100

The above variables are defined as follows:

	Variable
	Unit
	Definition

	MOC q, r, h
	$/MWh
	Mitigated Offer Cap per Resource—The MOC for Resource r, for the hour.  Where for a Combined Cycle Train, the Resource r is a Combined Cycle Generation Resource within the Combined Cycle Train.

	GIHR q, r
	MMBtu/MWh
	Generic Incremental Heat Rate—The generic, single-value, incremental heat rate.  For Generation Resources with a Commercial Operations Date on or before January 1, 2004, the generic incremental heat rate shall be set to 10.5.  For Generation Resources that have a Commercial Operations Date after January 1, 2004, this value shall be set to 14.5.  Where for a Combined Cycle Train, the Resource r is a Combined Cycle Generation Resource within the Combined Cycle Train.

	IHR q, r
	MMBtu/MWh
	Verifiable Incremental Heat Rate per Resource—The verifiable incremental heat rate curve for Resource r, as approved in the verifiable cost process.  Where for a Combined Cycle Train, the Resource r is a Combined Cycle Generation Resource within the Combined Cycle Train.

	FIP
	$/MMBtu
	Fuel Index Price—The natural gas index price as defined in Section 2.1, Definitions.

	RTPERFIP q, r
	none
	Fuel Index Price Percentage—The percentage of natural gas used by Resource r to operate above LSL, as submitted with the energy offer curve.

	FOP
	$/MMBtu
	Fuel Oil Price—The fuel oil index price as defined in Section 2.1.

	RTPERFOP q, r
	none
	Fuel Oil Price Percentage—The percentage of fuel oil used by Resource r to operate above LSL, as submitted with the energy offer curve.

	SFP
	$/MMBtu
	Solid Fuel Price—The solid fuel index price is $1.50.  

	FPRC q, r
	$/MMBtu
	Fuel Price Calculated per Resource—The calculated index price for fuel for the Resource based on the Resources fuel mix.  Where for a Combined Cycle Train, the Resource r is a Combined Cycle Generation Resource within the Combined Cycle Train. 

	GASPEROL q, r
	none
	Percent of Natural Gas to Operate Above LSL—The percentage of natural gas used by Resource r to operate above LSL, as approved in the verifiable cost process.  Where for a Combined Cycle Train, the Resource r is a Combined Cycle Generation Resource within the Combined Cycle Train.

	OILPEROL q, r
	none
	Percent of Oil to Operate Above LSL—The percentage of fuel oil used by Resource r to operate above LSL, as approved in the verifiable cost process.  Where for a Combined Cycle Train, the Resource r is a Combined Cycle Generation Resource within the Combined Cycle Train.

	SFPEROL q, r
	none
	Percent of Solid Fuel to Operate Above LSL—The percentage of solid fuel used by Resource r to operate above LSL, as approved in the verifiable cost process.  Where for a Combined Cycle Train, the Resource r is a Combined Cycle Generation Resource within the Combined Cycle Train.

	FA q, r
	$/MMBtu
	Fuel Adder—The fuel adder is the average cost above the index price Resource r has paid to obtain fuel.  Where for a Combined Cycle Train, the Resource r is a Combined Cycle Generation Resource within the Combined Cycle Train.  See the Verifiable Cost Manual for additional information.

	OM q, r
	$/MWh
	Variable Operations and Maintenance Cost above LSL—The O&M cost for Resource r to operate above LSL, including an adjustment for emissions costs, as approved in the verifiable cost process.  Where for a Combined Cycle Train, the Resource r is a Combined Cycle Generation Resource within the Combined Cycle Train.  See the Verifiable Cost Manual for additional information.

	WAFP q, r, h
	$/MMBtu
	Weighted Average Fuel Price—The volume-weighted average intraday, same-day and spot fuel price, the projected incremental fuel consistent with a fuel supply contract(s), or a combination of these two prices, submitted to ERCOT during the Adjustment Period for a specific Resource and specific hour within the Operating Day, as described in paragraph (1)(e) below. 
[NPRR1279:  Replace the definition above with the following on April 1, 2027:]

Weighted Average Fuel Price—The volume-weighted average intraday, same-day and spot price of fuel submitted to ERCOT during the Adjustment Period for a specific Resource and specific hour within the Operating Day, as described in paragraph (1)(e) below. 


	Q
	none
	A QSE.

	R
	none
	A Generation Resource.

	H
	none
	The Operating Hour. 


(a)
For a Resource contracted by ERCOT under paragraph (4) of Section 6.5.1.1, ERCOT Control Area Authority, to address an anticipated Emergency Condition related to ERCOT-wide capacity insufficiency, ERCOT shall increase the O&M cost such that every point on the MOC curve is greater than the effective Value of Lost Load (VOLL) in $/MWh.
(b)
For a Resource contracted by ERCOT under paragraph (4) of Section 6.5.1.1 to address an anticipated Emergency Condition related to a transmission constraint concern, the MOC curve for the Resource shall be determined considering the Shadow Price caps of the transmission constraints for which the Resource was procured to help manage and resolve, and considering variations in transmission system topology.  ERCOT shall set the MOC curve equal to the highest value (in $/MWh) that is expected to allow SCED to Dispatch the Resource.  The value that will be used for the MOC curve shall be initially determined and communicated as part of a Market Notice issued when the Resource is first available for ERCOT deployment.  The MOC curve may be modified by ERCOT to ensure that the Resource is Dispatched by SCED to help resolve transmission congestion in Real-Time or to allow the Resource to be Dispatched by SCED after other Resources.  Any modification to the MOC curve by ERCOT shall be communicated by Market Notice.
(c)
Notwithstanding the MOC calculation described in paragraph (1) above, the MOC for ESRs shall be set at the RTSWCAP.  No later than December 31, 2023, ERCOT and stakeholders shall submit a report to TAC that includes a recommendation to continue the existing approach or a proposal to implement an alternative approach to determine the MOC for ESRs.
(d)
For Quick Start Generation Resources (QSGRs) the MOC shall be adjusted in accordance with Verifiable Cost Manual Appendix 7, Calculation of the Variable O&M Value and Incremental Heat Rate used in Real Time Mitigation for Quick Start Generation Resources (QSGRs).

(e)
For hydro Generation Resources, the MOC shall be adjusted in accordance with Verifiable Cost Manual, Appendix 10, Setting the variables used in Mitigated Offer Cap for Hydro Generating Resources.

(f)
During the Adjustment Period, a QSE representing a Resource may submit Exceptional Fuel Cost as a volume-weighted average fuel price for use in the MOC calculation for that Resource.  To qualify as Exceptional Fuel Cost, the submission must meet the following conditions:

(i)
For all Resources, the weighted average fuel price must exceed FIP for the applicable Operating Day, plus a threshold parameter value of $1/MMBtu, plus the applicable fuel adder.  For Resources without approved verifiable costs, the fuel adder will be set to the default value assigned to Resources with approved verifiable costs, as defined in the Verifiable Cost Manual.  The threshold parameter value in this paragraph shall be recommended by the Wholesale Market Subcommittee (WMS) and approved by the TAC.  ERCOT shall update the threshold value on the first day of the month following TAC approval unless otherwise directed by the TAC.  ERCOT shall provide a Market Notice prior to implementation of a revised parameter value.

(ii)
Fixed cost (fees, penalties and similar non-gas costs) may not be included in the calculation of the weighted average fuel price.

(iii)
The weighted average fuel price in paragraph (1) above must be a single value and based on the following fuel price options:

(A)
A volume-weighted price considering all intra-day, same day, and spot fuel purchases for the Resource; or

(B)
A projected incremental fuel price for a Resource with a fuel supply contract(s) that also has submitted an Energy Offer Curve for the Operating Hour where the Energy Offer Curve is calculated as the incremental heat rate times the incremental fuel price plus O&M cost; or

(C)
A combination of the above two options.

(iv)
A weighted average fuel price based on actual fuel purchases must be included in the calculation of the weighted average fuel price in paragraph (1) above.  These must account for at least 10% of the total fuel volume burned by the applicable Resource for the hour for which the weighted average fuel price is computed.  A projected incremental fuel price must be consistent with the terms of the fuel supply contract(s).  A weighted average fuel price based on a combination of the options in paragraph (iii) above must meet the requirements described for each of the options.  As noted in paragraph (l) below, the methodology used in the allocation of the cost and volume of fuel to the Resource for the hour is subject to validation by ERCOT.

(v)
Weighted average fuel prices must be submitted individually for each Operating Hour for which they are applicable.  Values submitted outside of the Adjustment Period will be rejected and not used in the calculation of the MOC for the designated Operating Hour.

(vi)
A projected volume-weighted average fuel price must be consistent with the Energy Offer Curve for each Operating Hour for which they are applicable, and consistent with the signed and executed fuel supply contract(s) for each Resource.

(vii)
An Exceptional Fuel Cost submitted based on projected fuel prices may not match with the actual volume-weighted average fuel price due to prospective costs and/or contractual costs.

	[NPRR1279:  Replace paragraph (f) above with the following on April 1, 2027:]

(f)
During the Adjustment Period, a QSE representing a Resource may submit Exceptional Fuel Cost as a volume-weighted average fuel price for use in the MOC calculation for that Resource.  To qualify as Exceptional Fuel Cost, the submission must meet the following conditions:

(i)
For all Resources, the weighted average fuel price must exceed FIP for the applicable Operating Day, plus a threshold parameter value of $1/MMBtu, plus the applicable fuel adder.  For Resources without approved verifiable costs, the fuel adder will be set to the default value assigned to Resources with approved verifiable costs, as defined in the Verifiable Cost Manual.  The threshold parameter value in this paragraph shall be recommended by the Wholesale Market Subcommittee (WMS) and approved by the TAC.  ERCOT shall update the threshold value on the first day of the month following TAC approval unless otherwise directed by the TAC.  ERCOT shall provide a Market Notice prior to implementation of a revised parameter value.

(ii)
Fixed cost (fees, penalties and similar non-gas costs) may not be included in the calculation of the weighted average fuel price.

(iii)
All intra-day, same day, and spot fuel purchases must be included in the calculation of the weighted average fuel price in paragraph (1) above.  These must account for at least 10% of the total fuel volume burned by the applicable Resource for the hour for which the weighted average fuel price is computed.  As noted in paragraph (l) below, the methodology used in the allocation of the cost and volume of purchased fuel to the Resource for the hour is subject to validation by ERCOT.

(iv)
Weighted average fuel prices must be submitted individually for each Operating Hour for which they are applicable.  Values submitted outside of the Adjustment Period will be rejected and not used in the calculation of the MOC for the designated Operating Hour.


(g)
ERCOT may notify the Independent Market Monitor (IMM) if a QSE submits an Exceptional Fuel Cost. 

(h)
The day following an Operating Day for which an Exceptional Fuel Cost is submitted, ERCOT shall post a report on the ERCOT website indicating the affected Operating Hours and the number of Resources for which a QSE submitted Exceptional Fuel Cost for a particular Operating Day.

(i)
No later than 1700 Central Prevailing Time (CPT) on the 15th day following an Exceptional Fuel Cost submission, the submitting QSE shall provide ERCOT with the calculation of the weighted average fuel price, intraday or same-day fuel purchases, if applicable, and any available supporting documentation.  Such information may include, but is not limited to, documents of the following nature: relevant contracts between the QSE or Resource Entity and fuel supplier, trade logs, transportation, storage, balancing and distribution agreements, calculation of the weighted average fuel price, or any other documentation necessary to support the Exceptional Fuel Cost price and volume for the applicable period(s).

(j)
No later than 1700 Central Prevailing Time (CPT) on the 60th day following an Exceptional Fuel Cost submission, the submitting QSE shall provide ERCOT with all supporting documentation not previously provided to ERCOT.  No supporting documentation will be accepted after the 60th day.

(k)
The accuracy of submitted Exceptional Fuel Cost and the need for purchasing intraday or same-day gas must be attested to by a duly authorized officer or agent of the QSE representing the Resource.  The attestation must be provided in a standardized format acceptable to ERCOT and submitted with the other documentation described in paragraph (i) above.  An attestation for Exceptional Fuel Costs must state that the costs are accurate and variable, based on the dispatch of the Resource.

	[NPRR1279:  Replace paragraph (k) above with the following on April 1, 2027:]

(k)
The accuracy of submitted Exceptional Fuel Cost and the need for purchasing intraday or same-day gas must be attested to by a duly authorized officer or agent of the QSE representing the Resource.  The attestation must be provided in a standardized format acceptable to ERCOT and submitted with the other documentation described in paragraph (i) above.


(l)
ERCOT will use the supporting documentation to validate the Exceptional Fuel Cost for the applicable period.  Validation will include, but not be limited to, the cost and the quantity of purchased fuel, Resource-specific heat rates, and the methodology used in the allocation of the cost and volume of purchased fuel, if applicable, to the Resource for the applicable hour used in the weighted average fuel price calculation.  In connection with the validation process ERCOT may request additional documentation or clarification of previously submitted documentation.  Such requests must be honored within ten Business Days.  

(m)
At ERCOT’s sole discretion, submission and follow-up information deadlines may be extended on a case-by-case basis. 

(n)
The documentation described in paragraphs (k) through (l) above is only required for the hours for which Exceptional Fuel Costs were submitted and the Resource was subject to mitigation.

(o)
For Resources submitting Exceptional Fuel Costs based on projected incremental fuel prices based on a contract(s) the QSE must submit to ERCOT all applicable fuel supply contracts at least ten Business Days in advance of submitting Exceptional Fuel Costs.  ERCOT may, at any time, notify the QSE of any cost identified in the contract that is ineligible for inclusion in any Exceptional Fuel Cost submission.  Upon receiving such notification, the QSE shall ensure that such cost is not included in any Exceptional Fuel Cost submission or in any Energy Offer Curve submission for any hours for which Exceptional Fuel Costs are submitted.  The absence of any such notification shall not imply that such cost is eligible for inclusion in any Exceptional Fuel Cost submission or in any Energy Offer Curve submission.

	[NPRR1279:  Delete paragraphs (n) and (o) above on April 1, 2027.]


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 Nodal 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 been awarded 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), Automatic Mitigation Plans (AMPs), Remedial Action Schemes (RASs), and transmission switching to prevent the violation of ERCOT Transmission Grid security limits; and

	[NPRR1198:  Replace paragraph (d) above with the following upon system implementation and renumber accordingly:]

(d)
Direct the implementation of Reliability Must-Run (RMR) Service;

(e)
Direct the implementation, disabling, or reversal of implementation of Remedial Action Plans (RAPs), Automatic Mitigation Plans (AMPs), Remedial Action Schemes (RASs), Pre-Contingency Action Plans (PCAPs), Extended Action Plans (EAPs), 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)
Unless the ERCOT Protocols or Other Binding Documents explicitly provide otherwise, ERCOT shall not model, monitor, direct operation of, or otherwise exercise any operational authority over any facility that operates on the low voltage side of the distribution transformer except as may be necessary for the following purposes:

(a)
To ensure the reliable interconnection, dispatch, operation, and Settlement of any Generation Resource, Energy Storage Resource (ESR), Load Resource, or Emergency Response Service (ERS) Resource that is, or is proposed to be, interconnected at distribution voltage, and to ensure the reliable operation and Settlement of any other ERCOT-registered generator;
(b)
To provide ERCOT information about all generators interconnected at distribution voltage as requested by ERCOT pursuant to these Protocols or Other Binding Documents for the purposes of ensuring accurate Settlement and operating and planning the ERCOT Transmission Grid; and 

(c)
To effectuate automatic or manual Load-shedding as prescribed by these Protocols or Other Binding Documents.

(3)
Nothing in paragraph (2) above limits ERCOT’s authority to require that a Transmission Service Provider (TSP) or Transmission Operator (TO) disconnect any Facility operated at distribution voltage from the ERCOT System if ERCOT determines such action is necessary to address a reliability concern on the ERCOT Transmission Grid.  Additionally, nothing in paragraph (2) above limits ERCOT’s authority to require appropriate modeling and telemetry of transmission Loads that may represent multiple distribution-level Loads, as provided in Section 3.10.7.2, Modeling of Resources and Transmission Loads.
(4)
Consistent with paragraph (1)(e) above, ERCOT may seek to exercise its authority to prevent an anticipated Emergency Condition relating to addressing a local constraint identified by ERCOT up to two years into the future by procuring additional capacity.  Additionally, consistent with paragraph (1)(e) above, ERCOT may seek to exercise its authority to prevent an anticipated Emergency Condition relating to serving Load for an ERCOT-wide capacity shortage identified in the current or next Season by procuring additional capacity.  Such capacity for either purpose may include: 

(a)
Capacity that was either mothballed, retired, or decommissioned and is capable of being brought back into service;
(b)
Demand Response capacity that can be baselined and was absent from the ERCOT market in the last three years;   

(c)
Capacity excluded from ERCOT’s Report on Capacity, Demand and Reserves in the ERCOT Region (CDR) but that can be quickly interconnected at a useful location, such as energy storage or mobile generation; 
(d)
Capacity included in the CDR issued by ERCOT, that has not yet reached its Commercial Operations Date (COD), but can accelerate its COD during the period additional capacity is needed; or 
(e)
Capacity from Settlement Only Generators (SOGs) that is not expected to be available to ERCOT during the period additional capacity is needed.  
(5)
Capacity procured under paragraph (4) may be used to maintain the ERCOT System reliability in a manner not otherwise delineated in these Protocols and the Nodal Operating Guides, provided ERCOT takes the following actions: 

(a) ERCOT shall conduct an analysis to determine if any additional capacity is needed to prevent an anticipated Emergency Condition.  ERCOT may conduct an analysis if deemed appropriate by ERCOT following consultation with affected TSP(s).
(b) ERCOT shall present its study assumptions (including Load forecast assumptions) to the ERCOT Board of Directors before any “Request for Proposal” (RFP) awards are made.
(c)
Upon determination by ERCOT that additional capacity is needed to prevent an Emergency Condition, and 30 days prior to any procurement activity associated with such additional capacity, ERCOT shall notify the Public Utility Commission of Texas (PUCT) of ERCOT’s determination.  This notification shall include the analysis of capacity needed to prevent the anticipated Emergency Condition.

(d)
Upon determination by ERCOT that additional capacity is needed to prevent an Emergency Condition and prior to any procurement activity associated with such additional capacity, 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, including the analysis in subsection (5)(a) above, and the timing of the proposed procurement;

(ii)
Justification for the quantity of additional capacity to be requested;

(iii)
Identification of potential Generation Resources, ESRs, SOGs or Load providing capacity considered by ERCOT to be acceptable for providing the additional capacity.  Load capacity may be provided by Entities who, at ERCOT’s direction, would interrupt consumption of electric power and remain interrupted until released by ERCOT; and
(iv)
A schedule of activities associated with the proposed procurement.
(e)
If ERCOT identifies a specific 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 Entity name and, as applicable, the Resource 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.  Such notice shall also be filed with the PUCT.  No final contract for additional capacity may be executed until at least one PUCT Open Meeting has taken place seven or more days after that date of such notice. 
(f)
ERCOT shall, to the fullest extent practicable, ensure that any actions taken to procure additional capacity meet the following criteria:

(i)
Any capacity procured pursuant to this Section will be procured using an open process, and the terms of the procurement between ERCOT and the 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.  For purposes of Settlement, any contract associated with a Resource that was previously mothballed, retired or decommissioned will include substantially the same terms and conditions as an RMR Unit under an RMR Agreement, including the Eligible Cost budgeting process.  For purposes of Settlement, for any contract associated with a Resource that was not previously mothballed, retired or decommissioned, the payment will be based on the offer information provided and included in the contract, subject to performance reductions.   
(iii)
In order to address a local constraint, ERCOT may execute a contract for a term longer than 12 months if the local constraint is shown to remain for more than a period of 12 months.  The term of a contract under this Section must take into account the appropriate exit strategy that will resolve the local constraint that necessitated the contract.  In the event ERCOT chooses to contract for capacity for a period longer than one year, ERCOT shall annually re-evaluate the need for the capacity. 

(iv)
ERCOT shall provide notice to the ERCOT Board, at the next ERCOT Board meeting after ERCOT has signed the contract, that the actions required prior to execution of the contract, pursuant to paragraphs (5)(a) through (f) above, were completed by ERCOT before the contract was executed.  

(v)
Any information submitted by the 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.

(g)
A Resource that has received capital contributions from ERCOT pursuant to a contract executed under paragraph (4) may not participate in the energy or Ancillary Services markets until such capital contributions have been refunded to ERCOT.  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 paragraph (4), the Qualified Scheduling Entity (QSE) representing the capacity shall repay, in a lump sum payment, 100% of the book value of the capitalized equipment and all installation charges leading to turn key, one-time startup based on a linear depreciation over the estimated life of the capitalized component(s) in accordance with Generally Accepted Accounting Principles (GAAP) standards for electric utility equipment.  The estimated life shall be based on documentation provided by the manufacturer; if installing used equipment, the estimated life may be based on an approximation agreed to by the Resource Entity and ERCOT.
(ii)
If the Resource chooses to participate in the energy or Ancillary Services markets as contemplated in item (5)(g)(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 (5)(g)(i) above.  ERCOT will also issue a notice to all registered Market Participants after completion of the collection and disbursement of the capital contributions, as described in item (5)(g )(iii) below, and after resolution of any disputes related to these capital contributions.  

(iii)
After ERCOT receives a Notification of Change of Resource Designation (Section 22, Attachment H, Notification of Change of Resource Designation) changing the Resource designation to “operational” at a future date, ERCOT shall charge the QSE representing the Resource Entity for capital expenditures incurred and previously paid to the Resource Entity as a result of the Resource’s return to service pursuant to this Section.
(A)
For months in the contract term where notice is received more than five Business Days prior to True-Up Settlement of the first Operating Day of that month, ERCOT shall claw back any payments made for the capital expenditure associated with that month and subsequent months of the term, on the next practical Settlement but no later than the True-Up Settlement.

(B)
For months in the contract term where notice is received five Business Days or less prior to True-Up Settlement of the first Operating Day of that month, ERCOT shall claw back any payments made for the capital expenditures within 45 days of receipt of the notice.

(C)
ERCOT shall distribute the repayment to QSEs representing Load on the same basis used to collect the monthly capital expenditures, using a monthly Load Ratio Share (LRS).  A QSE’s monthly LRS shall be the QSE’s total Real-Time Adjusted Metered Load (AML) for the month divided by the total ERCOT Real-Time AML for the same month.
(h)
ERCOT shall endeavor to minimize the deployment of capacity procured pursuant to this Section with the goal of reducing the potential distortion of markets.  Resources and Loads deployed to alleviate imminent Emergency Conditions will not be offered into the Day-Ahead Market (DAM).  Rather, ERCOT will determine whether to use the capacity as part of the Hourly Reliability Unit Commitment (HRUC) process based on system conditions and the ability to meet Demand.  In the event Generation Resources are committed and On-Line, ERCOT systems will generate a proxy offer for the Generation Resource at the Real-Time System-Wide Offer Cap (RTSWCAP).  The default offer will place the Generation Resources among the last for economic Dispatch, so as not to displace Generation Resources that are On-Line and offering into the market.  To the extent practicable, the capacity deployed to alleviate imminent Emergency Conditions will not be used solely for the purpose of reducing local congestion.
(i)
For any capacity procured under paragraph (4)(d), ERCOT must be provided with a detailed explanation that demonstrates that any payments made to accelerate the Commercial Operations Date is justifiable and reasonable, and that, absent the payments, the acceleration would not have occurred otherwise.
(j)
An Entity cannot be compelled to enter into a contract under this Section.
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