Comments from Market Participants on Verifiable Costs
Comments from participant #1
Issues Remaining from ERCOT Verifiable Cost Workshop:
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?

      Yes.  These costs should be included as a Verifiable Cost, because these costs could be potentially material depending on the Steam Turbine temperature.  In a cold cold startup type, it could take up to 8 hours from Breaker Close to LSL and the fuel consumption during these hours are substantial.


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?

     Yes.  However, in the case of DE’s power plants, the fuel consumption while ramping down from LSL to Breaker Open is immaterial cost. 


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?

     Yes.  The costs a Resource incurred in the situation described above should be properly recoverable and be appropriately addressed in this Manual.


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?
     No.  It would be oversimplify the case if all Resources are compensated at fuel index prices, regardless of whether a Resource incurs additional transportation costs or pay more/less than market price due to long-term supply contracts.  ERCOT should allow Resources to submit seasonally adjusted actual fuel price factors which will be applied on the FIP to obtain more accurate fuel prices for each individual Resource by season.
Comments from participant #2

Section 3:  Verifiable Startup Costs

This section of ERCOT’s Verifiable Cost Manual describes policies and procedures that relate to the submission of Verifiable Startup Costs.
Verifiable Startup Costs Policies
1. The components of startup costs are fuel consumption rate and incremental O&M costs.  These are to be derived by applying financial and/or engineering analysis to manufacturer data, operational data, or the results of recent tests on the Resource.

2. Startup fuel consumption rates (MMBtu/start) must be submitted for all startup types, cold, intermediate, and hot, to be considered as having submitted Verifiable Startup Costs.  However, if a Resource does not have a distinct start type which is analogous to intermediate startup (or if there are no costs specific to an intermediate start), the Resource must assign a value to the intermediate startup costs equal to the hot startup costs. 
3. Submitted startup fuel consumption rates and O&M costs will be reviewed by ERCOT and, upon approval, will
 be used prospectively to calculate Verifiable Startup Costs.

Startup Fuel Consumption

Fuel consumed during a startup is defined as fuel consumed from the first fire of startup process through breaker close (including auxiliary boiler fuel), excluding normal plant heating and auxiliary-equipment fuel requirements.  

It is expected that the amount of fuel consumed will be different for each of the three start types.  If available, historical data must be used to determine the typical amount of fuel consumed per start for each start type.  This typical per-start fuel consumption is to be determined in accordance with the following rules:

1. When possible, startup fuel consumption rates are to be based on the amount of fuel a Resource has historically consumed per-start. 

2. If available, submitted historical usage data should, for each start type, include fuel consumption rates for the lesser of the last 10 starts or every start within the past three years.  For each start type, the Resource shall average and submit the fuel consumption data and shall also submit the fuel consumption rate it believes is representative of the start type.

Input-Output Curve
For each Resource that they submit Heat Rate Curve data, a QSE shall submit to ERCOT an I/O Curve in accordance with the following:
1. Resource total heat (or fuel) I/O curves based on design or data from comparable units, modified by available actual unit test data

2. The actual data for the total heat (or fuel) I/O curve must include minimum and maximum load points and at least two intermediate load points

3. I/O curves are to be fitted from data using either manual or computer techniques

4. Submitted I/O Curves are to be defined by the third-order equation: y = ax3 + bx2+ cx + d
· Where: x = Output in MW; y = Input in Btu/hr; and a-d = coefficients that define the equation

· All values (y, x, a, b, c, d) must be provided to ERCOT

Section 7:  Forced Outages of a RUC-Committed Resource          

This section of ERCOT’s Verifiable Cost Manual describes the policies and procedures for submitting Actual Verifiable Cost data relating to a Forced Outage of a RUC Committed Resource.

Policy for Costs Resulting from a Forced Outage
Pursuant to Section 5.6 of the Protocols, if, before reaching breaker close, a RUC-committed Resource experiences a Forced Outage resulting from startup failure, ERCOT shall include the Resource’s Actual Verifiable Costs in the Resource’s RUC Guarantee, limited to the lesser of: 

1. Costs that qualify as normal startup expenses, including fuel and operation and maintenance expenses, incurred before the event that caused the Forced Outage; and

2.  the Resource’s Startup Offer in the RUC. 

Submission of Forced Outage Cost Data

For purposes of calculating Actual Verifiable Costs resulting from the Forced Outage of a RUC committed Resource, a QSE may submit the actual costs it incurred as an unavoidable and direct result of the forced outage.  All submitted costs must be sufficiently documented so as to allow ERCOT to verify them.  Only actual, incremental costs relevant to the startup attempt will be approved.  Fixed costs will not be accepted.  

Maintenance Period Conditions
When calculating maintenance costs, a 10-year historical period should be used. If the Resource has been in service for less than ten (10) years, then the length of the maintenance period to be used is the length of time the Resource has been in service.  Resources may 
determine maintenance costs on an annual basis and then normalize them for the entire 10 year (or less) maintenance period.  In addition, Resources must provide the methodology used to determine any maintenance escalation factors used. 

Comments from participant #3
1) QSE’s often enter into contractual agreements with Generators commonly referred to as Power Purchase Agreements or PPA’s.  These contracts can contain fixed or variable O&M costs.  In these instances, the QSE may not have access to all of the specific documents listed in Appendix (??) to verify the O&M.  To support the fixed price of O&M contained in the contract, ERCOT may request a copy of the contract or relevant section of the contract to verify the O&M amount.  The QSE reserves the right to strike any sensitive language from the contract before submitting to ERCOT. 

For these instances, there will be a tolerance for acceptable O&M costs (defined by who??).  These costs will be categorized by generator type.  If the QSE’s O&M costs fall within or below this tolerance, ERCOT will have the authority to approve the costs.  If the O&M costs are above the maximum tolerance for the particular generation type, the QSE will be asked to provide additional detail to support the O&M costs.  If the QSE can not comply with these requests, the QSE can opt to take an O&M cost within the acceptable tolerance or they can dispute the rejection of the O&M.

2) This step is intended to occur as an intermediate step before the ADR process: 

If a settlement analyst believes that verifiable costs should not be approved, the QSE may choose to have a meeting with ERCOT personnel from settlements, operations, and an ERCOT executive within the next seven days.  The ERCOT Independent Market Monitor may advise ERCOT at this meeting.  Should an agreement be reached between ERCOT staff and the QSE at this meeting, the verifiable cost submission will be accepted or accepted with modifications by ERCOT.

�


� This fails to capture true start-up cost from breaker close to LSL. On a cold or  warm starts there will be periods where the turbine will require soak and ramp periods.


� These  need to be done seasonally and will need to use the last 10 starts of the seasonal period or last three years of starts during a season


�GEUS units while operating on fuel oil maintain the same LSL and HSL for stabilization. Reasons.  There will need to be allowances based on  this statement to reflect the capabilities of the units.ailablity ect price of fuel.rcumsta this statement to reflect the capabilities of the units.������������������������������


� There should be a section that allows for fuel curtailments. This is an occurrence that happens often in north Texas during extreme weather. Since there is no retroactivity GEUS feels that in the event a curtailment arises that it would be treated as a special circumstance and should be allowed to receive actual Verifiable costs.  This will probably only affect price of fuel.


�


� This is not  a reasonable request small entity’s such as GEUS will have a difficult time producing this information due to staffing requirements.   





PAGE  
1

