Verifiable Cost Workshop Notes
Manual Updates and Clarifications

1. Removal of Items Outside the Scope of the Current Nodal Protocols
· Remove provisions pertaining to the following, as they are outside the scope of the current Nodal Protocols:

a. Shutdown Costs

b. Delayed Outage Costs

c. SPS Actuation Costs

d. Generic O&M 

2. Timeline Related
· There will only be one timeline that applies to the submission/review of Verifiable Costs (“VC”) upon Nodal implementation (VC may be submitted prior to Nodal implementation, but an applicable process and timeline was not discussed/developed). 

· The following deadlines will apply to the submission/review timeline:

a. Within 15 business days of receiving a VC submission, ERCOT will inform the submitting QSE whether the submission was approved, rejected, incomplete, or needs additional supporting documentation.

b. A QSE has 30 business days to comply with a request by ERCOT for additional supporting information.  This 30 business day deadline restarts each time ERCOT makes a request, even if the request arises because a QSE only partially, incompletely, or insufficiently complied with a previous, similar request.

c. Within 10 business days of receiving any requested supplementary information, ERCOT will inform the submitting QSE whether the submission was approved, rejected, incomplete, or needs additional supporting documentation.

d. Verifiable Cost submissions become effective no more than 3 business days after approval.

· The Manual will clarify that ERCOT’s deadline for reviewing VC submissions (15 or 10 business days) applies from the date ERCOT receives a submission.  ERCOT will not postpone review until a QSE’s submission deadline has passed.
3. O&M Related

· Update Manual to allow inclusion of water treatment costs by all types of generators.

· Clarify that the maintenance period is the lesser of 10 years and the length of time for which data is available.

· Clarify that ERCOT will assess all submitted O&M costs for reasonability.  Clarify that, when making this assessment for submissions with a maintenance period less than 10 years, ERCOT will consider OEM recommendations and similar Resources’ costs.

4. Related to Rescission of Approval 
· Update the Manual to reflect the following timeline changes:

a.  Upon receiving notice of impending rescission, a QSE has 10 business days to respond or to submit any supplemental information. 

b. ERCOT has 5 business days after receiving a response or supplemental information to decide whether to rescind approval.  

c. If ERCOT decides to rescind approval, the recalculated and updated VC will be effective after no more than 3 business days.

· Update the Manual to state a QSE has two options available when ERCOT decides to rescind approval of VC: (1) accept ERCOT’s rescission and updated amounts; or (2) withdraw their entire VC submission (which will be treated going forward as if Verifiable Costs had never been submitted).  The costs chosen by a QSE will be used going forward until either new costs are approved or ERCOT’s rescission is reversed under the Verifiable Cost Appeal Process (“VCAP”).
5. Related to Incremental Heat Rates Curves

· Update the Manual to allow QSEs to submit IHR Curves that increase non-monotonically, provided:

a. the curve is signed and approved by a professional engineer; and

b. the QSE also submits a monotonic, non-decreasing IHR curve that will be used for Real Time Mitigation purposes. 

6. Related to Appeals

· ERCOT will update the Manual to include a VCAP that is based on the following framework:
· An appeal will go straight to Alternate Dispute Resolution (“ADR”)
· Will be made similar to Zonal ADR Process, but with fixed/short deadlines
· After ERCOT rejects (or rescinds approval of) a VC submission, a type of submitted cost, or an amount of a submitted cost, a QSE may pursue an appeal.

· First Level Review (has already occurred by this point):
· ERCOT Internal Staff – This was the initial rejection that is the basis of the appeal (this occurs according to the “regular” review timeline)
· Second Level Review:
· After the rejection, the Market Participant is responsible for initiating the appeal process and must submit an Appeal no more than 20 business days after the rejection/rescission
· A Review Meeting between the QSE and ERCOT must occur within 20 business days of a QSE submitting an appeal, but this Review Meeting may be held over the phone.
· QSE will name a primary and alternate representative
· A QSE’s counterparty will be ERCOT designated staff, TBD (outside S&B)
· ERCOT and the QSE must submit a “Position Paper” to each other at least 2 business days before the Review Meeting.  
· Review at this level must take no longer than 50 business days after the appeal was submitted  (if unresolved, rejection/rescission stands)
· Third Level Review:
· IMM or unaffiliated board members– he gets position paper and meeting notes (ERCOT must determine if IMM is willing to act as this type of decision making authority).  If the board is taking this on, they would have to look at it at the next board meeting.
· Forth Level Review:
· PUCT?
· If the appeal is accepted, the accepted costs will have to be updated in the manual and NPRR
· If an appeal allows a cost to be included, the cost will only be included going forward.  The cost will not be used to resettle prior Operating Days.
Action Items
1. By ERCOT

a. Solicit VC Submissions prior to “Go Live”, solicit by type of generator 
b. Develop and propose an implementation plan
c. Develop and propose a completed Verifiable Cost Appeal Process (“VCAP”)
2. By Market Participants 
a. Complete/add to O&M categories
b. Inform ERCOT what documentation/information will likely be submitted to support the various O&M categories
c. Review the Verifiable Cost Manual and provide ERCOT with feedback
d. If a Market Participant would like their revisions/additions to be considered by ERCOT for inclusion in the version of the manual that will be presented to SDAWG, the revisions/additions must be received by ERCOT no later than Oct. 29th.

e. If a Market Participant would like their revisions/additions to be considered by ERCOT for inclusion in the version of the manual that will be presented to WMS in December, the revisions/additions must be received by ERCOT no later than Dec. 7th.
Issues that Remain 
Note: several of the issues listed below are beyond the scope of the current version of the Nodal Protocols and may need to be addressed by NPRR.

· How should fuel curtailment be addressed?

· How should fuel prices that diverge from index prices be treated?

· Should Shutdown Costs, SPS Actuation Costs, Delayed Outage Costs, or Generic O&M amounts be implemented in the Nodal Verifiable Cost Process?
· Issues that were included when the Verifiable Cost Manual was initially distributed: 
1.      The Protocols make no mention of the extra fuel consumption that occurs when Resources ramp up from Breaker Close to LSL.  Does the market think that the costs incurred during this process should be included as a Verifiable Cost?
2.      Does the market think the Verifiable Cost Process should account for Resources' decreased rate of fuel consumption while ramping down from LSL to Breaker Open?
3.      There is a possibility that a Resource will startup per a RUC instruction, only to have the RUC Instruction cancelled prior to the Resource reaching Breaker Close.  Would the costs a Resource incurs in such a situation properly be recoverable?  If so, is it appropriate for this Manual to address that potentiality?
4.      Does the market think all Resources should be compensated at fuel index prices, regardless of whether a Resource incurs additional transportation costs or pays more/less than market price due to long-term supply or requirements contracts?
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