Principles on Verifiable Cost Process and the existing issues for discussion
1. Verifiable Start-up and Min Energy Costs are the most reasonable representations that can be verified by ERCOT for accuracy of a generator’s cost to cycle (start-up and shut down) and run the unit at minimum energy, using a Fuel Index.
a. Breaker Close vs. LSL

b. Inclusion of Shut-down in Start-up

c. Start-up costs recovered when RUC is cancelled

d. SPS considerations

e. Voluntary VC Process

f. Auxiliary Equipment

g. Start up for holding at LSL to Dispatch (definition of RUC Commitment) 

h. Number of starts outside warranty

2. Verifiable Incremental Heat Rate is the most reasonable representation that can be verified by ERCOT for accuracy of a generator’s incremental cost to operate from LSL/LEL to HSL/HEL, using a Fuel Index.
a. How will ERCOT validate monotonically non-decreasing Incremental Heat Rate Curve
b. Historical Data versus Test Data
3. Verifiable O&M costs are Average Incremental O&M Costs
a. 10-year requirement for data/evidence
b. Escalation rate (review figure 14 in VC manual)
c. Types of acceptable documentation
4. There is a level of risk that Resource owners take in the recovery of Start-up and Minimum Energy costs
5. The Verifiable Cost Process intends to make Generators whole and minimize costs to load
6. FIP and FOP are defined by Protocols
a. Additional Transportation Costs

b. Imbalance Fees
c. Swing Contracts

d. Spot Gas, Gas purchased at Close of Day Ahead (gas diverges from Index)
7. Emissions Costs/Credits are an important part of verifiable O&M costs
a. SOX- Use Fuel Burn (mmbtu/start, mmbtu/MWh)

i. Start- (mmbtu/start)* (lbs/mmbtu)* ($/lb)
ii. Min Energy- (mmbtu/MWh)* (lbs/mmbtu)* ($/lb)

b. NOX and other emissions that may have index can be handled as (a) above
8. Resource Owners should have a process to address exceptional events that create significant harm

a. List of exceptional events i.e. Fuel Curtailments, 

9. Verifiable Costs Process is to be used prospectively.
10. Other Items for discussion

· Inclusion of PPA information for VC Process

· Who provides VC information Resource Entity vs. QSE

· Combined Cycle Units

· Jointly Owned Units

· Documentation requirements

