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	Comments


LS Power makes the following additional comments on NPRR 145.  LS Power will continue to work with WMS on changes to the Verifiable Costs Manual to permit both Resources and QSEs to submit verifiable costs.

For purposes of PRS consideration of NPRR 145, PPAs as Resource-Specific Verifiable Costs Documentation LS Power seeks to define the language “primary term” to reflect the intent behind that provision, that power purchase agreements that allow for renewal by either party to the agreement without modification to the terms and conditions of the agreement, are still considered to be within the primary term for purposes of paragraph 5.6.1(5).  Such a modification is necessary for those PPAs already entered into that have shorter renewal terms with the same terms and conditions negotiated prior to the implementation of this NPRR 145.  The language in Section paragraph 5.6.1(5) has been modified accordingly in the recently submitted Verifiable Costs Working Group (VCWG) red-lined NPRR.
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	Overall Market Impact
	

	Consumer Impact
	


	Proposed Protocol Language Revision


5.6
RUC Cost Eligibility

5.6.1
Verifiable Costs

(1)
Make-Whole Payments for a Resource are based on the Startup Offers and Minimum-Energy Offers for the Resource, limited by caps. Until ERCOT approves verifiable unit-specific costs for that Resource, the caps are the Resource Category Startup Generic Cap and the Resource Category Minimum-Energy Generic Cap. When ERCOT approves verifiable unit-specific costs for that Resource the caps are those verifiable unit-specific costs. A Qualified Scheduling Entity (QSE) may file verifiable unit-specific costs for a Resource at any time, but it must file those costs no later than 30 days after the first time that it receives a Reliability Unit Commitment (RUC) instruction for that Resource. The most recent ERCOT-approved verifiable costs must be used going forward. 

(2)
These unit-specific verifiable costs may include and are limited to the following average incremental costs:

(a)
Allocation of maintenance requirements based on number of starts between maintenance events using, at the option of the QSE, either:

(i)
manufacturer-recommended maintenance schedule; 

(ii)
historical data for the unit and actual maintenance practices; or

(iii)
another method approved in advance by ERCOT in writing;

(b)
Startup fuel calculations based on recorded actual measured flows when the data is available or based on averages of historical flows for similar starts (for example, hot, cold, intermediate) when actual data is not available;

(c)
Operation costs;

(d)
Chemical costs;


(e)
Water costs; 

(f)
Emission credits;

(g)
Nodal implementation surcharges. 

(3)
These unit-specific verifiable costs may not include:

(a)
Fixed costs, which are any cost that is incurred regardless of whether the unit is deployed or not; and

(b)
Costs for which the QSE cannot provide sufficient documentation for ERCOT to verify the costs.
(4)
QSEs submitting Power Purchase or Tolling Agreements (PPAs) as Resource–specific verifiable costs documentation are subject to the guidelines detailed below and in the Verifiable Cost Manual.
(a)
Only QSEs offering Three-Part Supply Offers for a specific Resource may submit a PPA as verifiable costs documentation.

(b)
A QSE submitting a PPA as verifiable costs documentation must represent 100% of the Resource’s capacity.  

(c)
Only PPAs:  
(i) 
signed prior to July 16, 2008; and 
(ii) 
not between Affiliates, subsidiaries or partners will be accepted as verifiable cost documentation.
(d)
Verifiable costs for PPAs shall be capped at the level of the highest comparable Resource (referred to as the reference Resource) specific verifiable costs approved by ERCOT without a PPA.  The ERCOT approved verifiable costs for a PPA shall be equal to the lesser of :  
(i) 
the cap as described in paragraph (d) above; or 
(ii) 
the costs from the PPA.
(e)
ERCOT shall use the Resource actual fuel costs submitted by the QSE for startup and operation at minimum–energy level (Low Sustained Limit (LSL)), and shall use the Resource Category Startup Offer Generic Costs as the cap for the O&M portion of the startup costs until ERCOT receives and approves comparable Resource specific verifiable costs.  
(5)
PPAs will no longer be accepted as verifiable cost documentation after the primary term of the contract expires. For purposes of this paragraph 5.6.1(5), if either party to a PPA has the right to renew or extend the PPA and the exercise of such right does not permit the modification of the terms and conditions of the PPA, that renewal or extension period shall be deemed to be part of the primary term of the contract.
(6)
Notwithstanding anything to the contrary in this Section 5.6.1, QSEs representing PPAs may, at any time, submit data from a Resource as verifiable costs documentation and such documentation will be accepted for consideration by ERCOT.  A QSE submitting verifiable costs documentation pursuant to this paragraph shall not be required to submit a PPA to ERCOT for consideration for verifiable cost recovery.
(7)
The process for determining the verifiable actual costs must be developed by ERCOT, approved by the appropriate TAC subcommittee, and posted to the MIS Secure Area within one Business Day after initial approval and after each approved change.

(8)
ERCOT shall notify a QSE to update verifiable cost data of a Resource when the Resource has received more than 50 RUC instructions meeting the criteria in Section 5.6.2, RUC Startup Cost Eligibility, in a year, but ERCOT may not request an update more frequently than annually. 

(9)
ERCOT shall notify a QSE to update verifiable cost data of a Resource if at least five years have passed since ERCOT previously approved verifiable cost data for that Resource if the Resource that has received at least one RUC instruction in the past. 

(10)
Within 30 days after receiving an update notice from ERCOT under item (5) or item (6) above, a QSE must submit verifiable cost data for the Resource.  Despite the provisions in (1) above, if the QSE does not submit verifiable cost data within 30 days after receiving an update notice, then, until updated verifiable costs are approved, ERCOT shall determine payment using the lower of:

(a)
Resource Category Startup Generic and Resource Category Minimum-Energy Generic Caps; and 

(b)
Current ERCOT-approved verifiable startup and minimum-energy costs.
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