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	NPRR Title
	Methodology for determining Verifiable Costs for Pre-Owned Resources without historical O&M costs

	Date Posted
	

	
	

	Nodal Protocol Section(s) Requiring Revision 
(Include Section No. and Title)
	5.6.1
Verifiable Costs



	Revision Description
	This Protocol Revision Request sets the operations and maintenance (O&M) costs of previously owned Resources without historical cost documentation to the average cost of equivalent Resources as described in the Verifiable Cost Manual.


	Reason for Revision
	The reason for this Protocol Revision Request is to establish guidelines for the determination of operations and maintenance (O&M) costs for previously owned Resources without any historical cost.
The Nodal Protocols allow QSEs or Resource Entities to submit O&M cost data for Generation Resources to ERCOT to be used in place of Resource-specific generic cost data.  The Verifiable Cost Manual contains rules for the submission of such O&M cost data, including the prescribed format for submission and the period of maintenance cost history which has been judged by Market Participants to be adequate to capture sufficient historical data.  

The Verifiable Cost Manual states that Filing Entities must provide ten years of Resource maintenance history to ERCOT to support maintenance cost input.  In addition, the Nodal Protocols allow Filing Entities to submit manufacturers’ cost recommendations or another method approved in advance by ERCOT in writing in lieu of the other types of documentations described above.  

If the Resource was recently acquired-used and the Resource Entity (RE) does not have any historical costs to create the verifiable cost data points and is not able to develop a methodology to represent its true cost, the only available option for the RE is to accept generic costs, which may not be sufficient to cover its variable O&M costs.  



	Overall Market Benefit
	Ensure generation Resources are able to cover their costs during whenever they are RUC’ed.

	Overall Market Impact
	n/a

	Consumer Impact
	n/a

	Credit Implications 

(Yes or No, and summary of impact)
	no

	Submitter Justification for Necessity Prior to the Texas Nodal Market Implementation Date
	Needs to be implemented prior to Nodal Market Implementation Date to ensure that Resources that are RUC’ed recover their full cost of operation.

	CEO Determination 
(To be completed by ERCOT)
	


	Quantitative Impacts and Benefits

	Assumptions
	1
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	Additional Qualitative Information
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	Other Comments
	1
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	4
	


	Sponsor

	Name
	Ino Gonzalez on behalf of VCWG

	E-mail Address
	igonzalez@ercot.com

	Company
	ERCOT

	Phone Number
	512-248-3954

	Cell Number
	

	Market Segment
	n/a


	Market Rules Staff Contact

	Name
	

	E-Mail Address
	

	Phone Number
	


	Proposed Protocol Language Revision


5.6.1
Verifiable Costs

(1)
The Qualified Scheduling Entity (QSE) is responsible for submitting verifiable costs unless both the QSE and Resource Entity agree that the Resource Entity will have this responsibility, in which case both the QSE and Resource Entity shall submit an affidavit to ERCOT stating this arrangement.  Notwithstanding the foregoing, QSEs that submit Power Purchase or Tolling Agreements (PPAs) do not have the option of allowing Resource Entities to file verifiable costs.

(2)
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 QSE or Resource Entity may file verifiable unit-specific costs for a Resource at any time, but it must file those costs no later than 30 days after five Reliability Unit Commitment (RUC) events for that Resource in a calendar year.  A RUC event begins when a Resource receives a RUC instruction to come or stay On-Line and ends the later of when the Resource shuts down or the end of the Operating Day.  The most recent ERCOT-approved verifiable costs must be used going forward. 

(3)
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 or Resource Entity, 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; and

(g)
Nodal implementation surcharges. 

(4)
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 or Resource Entity cannot provide sufficient documentation for ERCOT to verify the costs.

(5)
QSEs submitting 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; and 

(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 operations and maintenance (O&M) portion of the startup costs until ERCOT receives and approves comparable Resource specific verifiable costs.  

(f)
PPAs will no longer be accepted as verifiable cost documentation after the primary term of the contract expires. 

(g)
ERCOT shall produce a report each April that provides the percentage of RUC make-whole payments for Resources with PPAs during the 12 months of the previous calendar year.  The report shall be based on the Final Settlements and include the total number of Resources that used a PPA for their most recent verifiable cost submission that was approved by ERCOT.  ERCOT shall present the results of this study to the appropriate Technical Advisory Committee (TAC) subcommittee.

(h)
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.
(6)
Previously owned Resources that are purchased without any historical O&M cost documentation may be assigned O&M costs based on the average cost of equivalent Resources as described in the Verifiable Cost Manual.
(7)
The process for determining the verifiable actual costs must be developed by ERCOT, approved by the appropriate TAC subcommittee, and posted to the Market Information System (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. 

(10)
Within 30 days after receiving an update notice from ERCOT under item (7) or item (8) above, a QSE or Resource Entity must submit verifiable cost data for the Resource.  Despite the provisions in item (2) above, if the QSE or Resource Entity 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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