NPRR Comments


	NPRR Number
	231
	NPRR Title
	Remove RMR Units from the Day-Ahead Market

	
	

	Date
	July 21, 2010

	
	

	Submitter’s Information

	Name
	Barbara Clemenhagen on behalf of the Wholesale Market Subcommittee (WMS)

	E-mail Address
	bclemenhagen@topazpowergroup.com

	Company
	Topaz Power Group

	Phone Number
	(512) 314-8621

	Cell Number
	

	Market Segment
	Independent Generator


	Comments


At the July 21, 2010 WMS meeting, WMS considered Nodal Protocol Revision Request (NPRR) 231.  After discussion, WMS unanimously voted to endorse NPRR231 as amended by the 7/12/10 PSEG TX comments and as revised by WMS and to request that ERCOT subject matter experts review the proposed revisions for potential impacts. 
	Revised Cover Page Language


	NPRR Number
	231
	NPRR Title
	Treatment of RMR Units in the Day-Ahead Market


	Revised Proposed Protocol Language


4.1
Introduction 

(1)
The Day-Ahead Market (DAM) is a daily, co-optimized market in the Day-Ahead for Ancillary Service capacity, certain Congestion Revenue Rights (CRRs), and forward financial energy transactions.  

(2)
Participation in the DAM is voluntary, except for Reliability Must Run (RMR) Units, the participation of which is governed by their respective RMR Agreements and Section 4.4.8, RMR Offers. 

(3)
DAM energy settlements use DAM Settlement Point Prices that are calculated for Resource Nodes, Load Zones, and Hubs for a one-hour Settlement Interval using the Locational Marginal Prices (LMPs) from DAM.  In contrast, the Real-Time energy settlements use Real-Time Settlement Point Prices that are calculated for Resource Nodes, Load Zones, and Hubs for a 15-minute Settlement Interval. 
4.2.1.1
Ancillary Service Plan

(1)
ERCOT shall analyze the expected Load conditions for the Operating Day and develop an Ancillary Service Plan that identifies the Ancillary Service MW necessary for each hour of the Operating Day.  The MW of each Ancillary Service required may vary from hour to hour depending on ERCOT System conditions.  ERCOT must post the Ancillary Service Plan to the Market Information System (MIS) Public Area by 0600 of the Day-Ahead.

(2)
If ERCOT determines that an Emergency Condition may exist that would adversely affect ERCOT System reliability, it may change the percentage of Load Resources that are allowed to provide Responsive Reserve Service from the monthly amounts determined previously, as described in Section 3.16, Standards for Determining Ancillary Service Quantities, and must post any change in the percentage to the MIS Public Area by 0600 of the Day-Ahead.  

(3)
ERCOT shall determine the total required amount of each Ancillary Service under Section 3.16, or use its operational judgment and experience to change the daily quantity of each required Ancillary Service.  

(4)
ERCOT shall include in the Ancillary Service Plan enough capacity to automatically control frequency with the intent to meet North American Electric Reliability Corporation (NERC) Reliability Standards.


(5)
ERCOT shall notify the Qualified Scheduling Entity (QSE) representing a Reliability Must-Run (RMR) Unit for any unit that is being committed in the Day-Ahead Market (DAM) or the Day-Ahead Reliability Unit Commitment (DRUC) at the same time that the DAM and DRUC participants are notified of the results of that respective process. 
(6)
Once specified by ERCOT for an hour and published on the MIS Public Area, Ancillary Service quantity requirements for an Operating Day may not be decreased. 






4.4.8
RMR Offers

ERCOT shall decide, in its sole discretion, to make a Reliability Must-Run (RMR) Unit available for commitment in DRUC, HRUC, or DAM, only when it has determined that the RMR Unit is likely to be needed in Real-Time for reliability reasons, taking into consideration whether Security-Constrained Economic Dispatch (SCED) will solve  transmission constraints without the RMR Resource, contractual constraints on the Resource, and any other adverse effects on the RMR Unit that may occur as the result of the dispatch of the RMR Resource.

(a)
By 1000 in the Day-Ahead, if ERCOT has determined that an RMR unit will be needed in Real Time to resolve a transmission constraint, then ERCOT shall submit Three-Part Supply Offers for the capacity required to resolve the transmission constraint based on RMR Agreement rates and any other relevant information as provided under contract on behalf of RMR Units for any RMR Units to be considered in the DAM, DRUC, or HRUC. 

(b)
ERCOT may submit Energy Offer Curves based on RMR Agreement rates and any other relevant information as provided under contract on behalf of RMR Units committed in the DAM, DRUC, or HRUC.
(c)
RMR offers shall be treated as if they were Resource offers for purposes of posting under Section 3.2.5, Publication of Resource and Load Information.
4.6.2.1
Day-Ahead Energy Payment

(1)
The Day-Ahead Energy Payment is made for all cleared offers (excluding offers submitted for the Reliability Must-Run (RMR) Units) to sell energy in the DAM, whether through Three-Part Supply Offers or DAM Energy-Only Offer Curves.  The payment to each Qualified Scheduling Entity (QSE) for each Settlement Point for a given hour of the Operating Day is calculated as follows:
DAESAMT q, p
=
(-1) * DASPP p * DAES q, p
The above variables are defined as follows:

	Variable
	Unit
	Definition

	DAESAMT q, p
	$
	Day-Ahead Energy Sale Amount per QSE per Settlement Point(The payment to QSE q for the cleared energy offers at Settlement Point p for the hour.

	DASPP p
	$/MWh
	Day-Ahead Settlement Point Price per Settlement Point(The DAM SPP at Settlement Point p for the hour.

	DAES q, p
	MW
	Day-Ahead Energy Sale per QSE per Settlement Point(The total amount of energy represented by QSE q’s cleared Three-Part Supply Offers in the DAM and cleared DAM Energy-Only Offer Curves at Settlement Point p, excluding the offers submitted for RMR Units at the same Settlement Point, for the hour.

	q
	none
	A QSE.

	p
	none
	A Settlement Point.


(2)
The total of the Day-Ahead Energy Payments to each QSE for the hour is calculated as follows:
DAESAMTQSETOT q
=
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DAESAMT q, p
The above variables are defined as follows:

	Variable
	Unit
	Definition

	DAESAMTQSETOT q
	$
	Day-Ahead Energy Sale Amount QSE Total per QSE(The total of the payments to QSE q for its cleared energy offers at all Settlement Points for the hour.

	DAESAMT q, p
	$
	Day-Ahead Energy Sale Amount per QSE per Settlement Point(The payment to QSE q for the cleared energy offers at Settlement Point p for the hour.

	Q
	none
	A QSE.

	P
	none
	A Settlement Point.


4.6.2.3.1
Day-Ahead Make-Whole Payment

(1)
ERCOT shall pay the QSE a Day-Ahead Make-Whole Payment for an eligible Resource, except that the Day-Ahead Make-Whole RMR Revenue amount is calculated but not paid for any RMR Unit, for each Operating Hour in a DAM-commitment period.  
(2)
Any Ancillary Service Offer cleared for the same Operating Hour, QSE, and Generation Resource as a Three-Part Supply Offer cleared in the DAM shall be included in the calculation of the Day-Ahead Make-Whole Payment.

(3)
The Day-Ahead Make-Whole Payment to each QSE for each DAM-committed Generation Resource (excluding RMR units) is calculated as follows:
DAMWAMT q, p, r, h
=
(-1) * Max (0, DAMGCOST q, p, r + [image: image2.wmf]h
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DAEREV q, p, r, h 
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DAASREV q, r, h) * DAESR q, p, r, h / ([image: image4.wmf]h

S

DAESR q, p, r, h)

Where:

DAMGCOST q, p, r
=
SUO q, p, r + [image: image5.wmf]h

S

(MEO q, p, r, h * LSL q, p, r, h)
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(DAAIEC q, p, r, h * (DAESR q, p, r, h – LSL q, p, r, h))

DAEREV q, p, r, h
=
(-1) * DASPP p, h * DAESR q, p, r, h

DAASREV q, r, h =
((-1) * MCPCRUDAM, h * PCRUR r, q, DAM, h) + 



((-1) * MCPCRDDAM, h  * PCRDR r, q,DAM, h) +



((-1) * MCPCRRDAM, h  * PCRRR r, q,DAM, h) +



((-1) * MCPCNSDAM, h  * PCNSR r, q,DAM, h) 












(4)
The Day-Ahead Make-Whole RMR Revenue for each QSE for each DAM-committed RMR Unit is calculated as follows:

DAMWRMRREV q, p,r, h  = (-1) * Max (0, DAMGCOST q, p, r +[image: image12.wmf]h
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DAASREV q, r, h) * DAESR q, p, r, h / ([image: image14.wmf]h
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DAESR q, p, r, h)

Where:

DAMGCOST q, p, r
=
SUO q, p, r + [image: image15.wmf]h
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(MEO q, p, r, h * LSL q, p, r, h)
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(DAAIEC q, p, r, h * (DAESR q, p, r, h – LSL q, p, r, h))

DAEREV q, p, r, h
=
(-1) * DASPP p, h * DAESR q, p, r, h

DAASREV q, r, h =
((-1) * MCPCRUDAM, h * PCRUR r, q, DAM, h) + 



((-1) * MCPCRDDAM, h  * PCRDR r, q,DAM, h) +



((-1) * MCPCRRDAM, h  * PCRRR r, q,DAM, h) +



((-1) * MCPCNSDAM, h  * PCNSR r, q,DAM, h)

The above variables are defined as follows:

	Variable
	Unit
	Definition

	DAMWAMT q, p, r, h
	$
	Day-Ahead Make-Whole Payment per QSE per Settlement Point per Resource per hour ( The payment to QSE q to make-whole the Startup Cost and Energy Cost of Resource r committed in the DAM at Resource Node p for the hour h.

	 DAMWRMRREV q, p, r, h
	$
	Day-Ahead Make-Whole RMR Revenue per QSE per Settlement Point, per RMR Resource, per hour ( The revenue calculated but not paid to QSE q to make-whole the Startup Cost and Energy Cost of the RMR Resource r committed in the DAM at Resource Node p for the hour h.

	DAMGCOST q, p, r
	$
	Day-Ahead Market Guaranteed Amount per QSE per Settlement Point per Resource( The sum of the startup cost and the operating energy costs of the DAM-committed Resource r at Resource Node p represented by QSE q, for the DAM-commitment period. 

	DAEREV q, p, r, h
	$
	Day-Ahead Energy Revenue per QSE per Settlement Point per Resource by hour ( The revenue received in the DAM for Resource r at Resource Node p represented by QSE q, based on the DAM Settlement Point Price, for the hour h.

	DAASREV q,  r, h
	$
	Day-Ahead Ancillary Service Revenue per QSE per Resource by hour(  The revenue received in the DAM for Resource r represented by QSE q, based on the Market Clearing Price for Capacity (MCPC) for each Ancillary Service in the DAM, for the hour h.

	DASPP p, h
	$/MWh
	Day-Ahead Settlement Point Price by Settlement Point by hour( The DAM Settlement Point Price at Resource Node p for the hour h.

	DAESR q, p, r, h
	MW
	Day-Ahead Energy Sale from Resource per QSE by Settlement Point per Resource by hour ( The amount of energy cleared through Three-Part Supply Offers in the DAM for Resource r at Resource Node p represented by QSE q for the hour h.

	PCRUR r, q, DAM
	MW
	Procured Capacity for Reg-Up from Resource per Resource per QSE in DAM—The Regulation Up (Reg-Up) capacity quantity awarded to QSE q in the DAM for Resource r for the hour.

	MCPCRU DAM
	$/MW per hour
	Market Clearing Price for Capacity for Reg-Up in DAM—The DAM MCPC for Reg-Up for the hour.

	PCRDR r, q, DAM
	MW
	Procured Capacity for Reg-Down from Resource per Resource per QSE in DAM—The Regulation Down (Reg-Down) capacity quantity awarded to QSE q in the DAM for Resource r for the hour.

	MCPCRD DAM
	$/MW per hour
	Market Clearing Price for Capacity for Reg-Down in DAM—The DAM MCPC for Reg-Down for the hour.

	PCRRR r, q, DAM
	MW
	Procured Capacity for Responsive Reserve from Resource per Resource per QSE in DAM—The Responsive Reserve capacity quantity awarded to QSE q in the DAM for Resource r for the hour.

	MCPCRR DAM
	$/MW per hour
	Market Clearing Price for Capacity for Responsive Reserve in DAM—The DAM MCPC for Responsive Reserve for the hour.

	PCNSR r, q, DAM
	MW
	Procured Capacity for Non-Spin from Resource per Resource per QSE in DAM—The Non-Spin capacity quantity awarded to QSE q in the DAM for Resource r for the hour.

	MCPCNS DAM
	$/MW per hour
	Market Clearing Price for Capacity for Non-Spin in DAM—The DAM MCPC for Non-Spin for the hour.

	SUO q, p, r
	$/start
	Startup Offer per QSE per Settlement Point per Resource—The Startup Offer included in the Three-Part Supply Offer associated with Resource r at Resource Node p represented by QSE q, for the first hour of the DAM-commitment period.

	MEO q, p, r, h
	$/MWh
	Minimum-Energy Offer per QSE per Settlement Point per Resource per hour—The Minimum-Energy Offer included in the Three-Part Supply Offer associated with Resource r at Resource Node p represented by QSE q, for the hour h.

	LSL q, p, r, h
	MW
	Low Sustained Limit per QSE per Settlement Point per Resource per hour(The Low Sustained Limit (LSL) of Resource r at Resource Node p represented by QSE q, for the hour h.

	DAAIEC q, p, r h
	$/MWh
	Day-Ahead Average Incremental Energy Cost per QSE per Settlement Point per Resource per hour(The average incremental energy cost, calculated according to the Energy Offer Curve capped by the generic energy price, for the output levels between the DAESR and the LSL of Resource r at Resource Node p represented by QSE q, for the hour h.

	q
	none
	A QSE.

	p
	none
	A Resource Node Settlement Point.

	r
	none
	A DAM-committed Generation Resource.

	h
	none
	An hour in the DAM-commitment period.


(5)
The calculation of the Day-Ahead Average Incremental Energy Cost for each Resource for each hour is illustrated with the picture below, where Pcap is the Energy Offer Curve Cap.  The method to calculate such cost is described in Section 4.6.5, Calculation of “Average Incremental Energy Cost” (AIEC).

 SHAPE  \* MERGEFORMAT 



(6)
The total of the Day-Ahead Make-Whole Payments to each QSE for non-RMR Generation Resources for a given hour is calculated as follows:

The above variables are defined as follows:

	Variable
	Unit
	Definition

	DAMWAMTQSETOT q
	$
	Day-Ahead Make-Whole Payment QSE Total per QSE(The total of the Day-Ahead Make-Whole Payments to QSE q for the DAM-committed non-RMR Generation Resources represented by this QSE for the hour.

	DAMWAMT q, p, r
	$
	Day-Ahead Make-Whole Payment per QSE per Settlement Point per Resource(The payment to QSE q to make-whole the Startup Cost and Energy Cost of Resource r committed in the DAM at Resource Node p for the hour.

	q
	none
	A QSE.

	p
	none
	A Settlement Point.

	r
	none
	A DAM-committed non-RMR Generation Resource.









	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


(7)
The total of the Day-Ahead Make-Whole RMR Revenue for each QSE for RMR Units for a given hour is calculated as follows:

DAMWRMRREVQSETOT q
=
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DAMWRMRREV q, p, r
The above variables are defined as follows:

	Variable
	Unit
	Definition

	DAMWRMRREVQSETOT q
	$
	Day-Ahead Make-Whole RMR Revenue QSE Total per QSE(The total of the Day-Ahead Make-Whole Revenue calculated for QSE q for DAM-committed RMR Units represented by this QSE for the hour.

	DAMWRMRREV q, p, r,
	$
	Day-Ahead Make-Whole RMR Revenue per QSE per Settlement Point, per RMR Resource, per hour—The revenue calculated but not paid to QSE q to make-whole the Startup Cost and Energy Cost of the RMR Resource r committed in the DAM at Resource Node p for the hour.

	q
	none
	A QSE.

	p
	none
	A Settlement Point.

	r
	none
	A DAM-committed RMR Unit.


4.6.2.3.2
Day-Ahead Make-Whole Charge 

ERCOT shall charge a Day-Ahead Make-Whole Charge to each QSE that has one or more cleared DAM Energy Bids and/or Point-to-Point (PTP) Obligation Bids.  The Day-Ahead Make-Whole Charge for an hour is that QSE’s prorata share of the total amount of Day-Ahead Make-Whole Payments and Day-Ahead Make-Whole RMR Revenue for that hour.  The proration must be based on the ratio of the energy amount of the QSE’s cleared DAM Energy Bids and PTP Obligation Bids to the total energy amount of all QSEs’ cleared DAM Energy Bids and PTP Obligation Bids.  The Day-Ahead Make-Whole Charge to each QSE for a given hour is calculated as follows:

LADAMWAMT q =
(-1) * (DAMWAMTTOT + RMRDAMWREVTOT) * DAERS q
Where:

Day-Ahead Make-Whole Payment Total

DAMWAMTTOT
=
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DAMWAMTQSETOT q



RMR Day-Ahead Make-Whole Revenue Total

RMRDAMWREVTOT
=
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DAMWRMRREVQSETOT q
Day-Ahead Energy Purchase Ratio Share per QSE

DAERS q
=
DAE q / DAETOT

DAETOT
=
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DAE q

DAE q
=
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DAEP q, p + [image: image27.wmf]j
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RTOBL q, (j, k)

The above variables are defined as follows:

	Variable
	Unit
	Definition

	LADAMWAMT q
	$
	Day-Ahead Make-Whole Charge(The allocated charge to QSE q to make whole all the eligible DAM-committed Resources for the hour.

	DAMWAMTTOT
	$
	Day-Ahead Make-Whole Payment Total(The total of the Day-Ahead Make-Whole Payments to all QSEs for all DAM-committed Resources for the hour.

	DAMWAMTQSETOT q
	$
	Day-Ahead Make-Whole Payment QSE Total per QSE(The total of the Day-Ahead Make-Whole Payments to QSE q for the DAM-committed Generation Resources represented by this QSE for the hour.

	 RMRDAMWREVTOT
	$
	RMR Day-Ahead Make-Whole Revenue Total(The total of the RMR Day-Ahead Make-Whole Revenue for all DAM-committed RMR Units for the hour.

	 DAMWRMRREVQSETOT q
	$
	Day-Ahead Make-Whole RMR Revenue QSE Total per QSE(The total of the Day-Ahead Make-Whole Revenue calculated for QSE q for DAM-committed RMR Units represented by this QSE for the hour.

	DAERS q
	none
	Day-Ahead Energy Purchase Ratio Share per QSE( The ratio of QSE q’s total amount of energy represented by its cleared DAM Energy Bids and PTP Obligation Bids, to the total amount of energy represented by all QSEs’ cleared DAM Energy Bids and PTP Obligation Bids, for the hour.

	DAETOT
	MW
	Day-Ahead Energy Total—The total amount of energy represented by all cleared DAM Energy Bids and all cleared PTP Obligation Bids for the hour.

	DAE q
	MW
	Day-Ahead Energy per QSE—QSE q’s total amount of energy, represented by its cleared DAM Energy Bids and PTP Obligation Bids, for the hour.

	DAEP q, p
	MW
	Day-Ahead Energy Purchase per QSE per Settlement Point—The total amount of energy represented by QSE q’s cleared DAM Energy Bids at the Settlement Point p for the hour.

	RTOBL q, (j, k)
	MW
	Real-Time Obligation per QSE per pair of source and sink—The total amount of energy represented by QSE q’s cleared PTP Obligation Bids with the source j and the sink k, for the hour.

	q
	none
	A QSE.

	r
	none
	An RMR Unit.

	p
	none
	A Settlement Point.

	j
	none
	A source Settlement Point.

	k
	none
	A sink Settlement Point.


5.6
RUC Cost Eligibility

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.  Startup fuel will include filing separately the startup fuel required to reach breaker close and fuel after breaker close to Low Sustained Limit (LSL).  Any fuel required to shutdown a resource will be submitted as the fuel from breaker open to shutdown;

(c)
Operation costs;

(d)
Chemical costs;

(e)
Water costs; 

(f)
Emission credits; and

(g)
Nodal Implementation Surcharges (NISs). 

(4)
Standard Operations and Maintenance (O&M) costs pursuant to paragraph (6) below may be used in lieu of the incremental O&M costs set forth in items (3)(a), (c), (d) and (e) above. 

(5)
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.

(6)
At their election, QSEs or Resource Entities may receive standard O&M costs for both startup and minimum energy until January 1, 2012.  This election may be made by submitting an election form to ERCOT.  If a QSE or Resource has received final approval for actual verifiable O&M costs under the verifiable cost process, it may not elect to receive standard O&M costs.  Standard O&M costs are defined as follows:

	Resource Category

Start Year = 2009
	Cold Startup ($/start)
	Intermediate Startup ($/start)
	Hot Startup ($/start)
	Variable O&M ($/MWh)

	Aeroderivative simple cycle commissioned after 1996
	1,000.00
	1,000.00
	1,000.00
	3.94

	Reciprocating Engine
	487.00
	487.00
	487.00
	5.09

	Simple cycle ≤ 90 MW
	2,300.00
	2,300.00
	2,300.00
	3.94

	Simple cycle ≥ 90 MW
	5,000.00
	5,000.00
	5,000.00
	3.94

	Combined cycle:  for each  Combined-Cycle Configuration, the Startup Cost for that configuration is the sum of the Startup Costs for each unit within that configuration as follows:
	
	
	
	3.19

	Combustion turbine < 90MW
	2,300.00
	2,300.00
	2,300.00
	

	Combustion turbine ≥ 90 MW
	5,000.00
	5,000.00
	5,000.00
	

	Steam turbine
	3,000,00
	2,250.00
	1,250.00
	

	Gas-steam non-reheat boiler
	2,310.00
	1,732.50
	866.25
	7.08

	Gas-steam reheat boiler
	3,000.00
	2,250.00
	1,125.00
	7.08

	Gas-steam supercritical boiler
	4,800.00
	3,600.00
	1,800.00
	7.08

	Nuclear, coal, lignite and hydro
	7,200.00
	5,400.00
	2,700.00
	5.02

	Renewable
	Not Applicable
	Not Applicable
	Not Applicable
	5.50


(a)
If the QSE or Resource Entity chooses to utilize the standard O&M costs for O&M, standard O&M costs will be used by ERCOT going forward until either:

(i)
Verifiable variable O&M costs are filed; or 

(ii)
ERCOT notifies the QSE or Resource Entity to update its verifiable costs as set forth in either paragraph (10) or (11) below.  If a Resource is receiving standard O&M costs, it may reelect standard O&M costs when resubmitting verifiable costs.

(7)
When submitting verifiable costs for combined cycle Resources, the QSE or Resource Entity must elect standard O&M costs for all Combined-Cycle Configurations or verifiable costs for all Combined-Cycle Configurations within the combined cycle train.  

(8)
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 (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.  

(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.
(9)
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.

(10)
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. 

(11)
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.

(12)
Within 30 days after receiving an update notice from ERCOT under any of paragraphs (10) or (11) above, a QSE or Resource Entity must submit verifiable cost data for the Resource.  Despite the provisions in paragraph (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.


(13)
Generation Entities that represent Reliability-Must Run (RMR) Resources shall submit to ERCOT Startup and variable Operating and Maintenance (O&M) Cost estimates to be used by ERCOT as proxies for verifiable Startup Cost and minimum-energy verifiable cost and for Settlement.  The ERCOT-approved verifiable Startup Cost estimate will equal the startup fuel estimate times the sum of the appropriate Fuel Index Price (FIP) or Fuel Oil Price (FOP) and the fuel adder, plus the startup O&M.  The ERCOT-approved minimum-energy verifiable cost estimate will equal the LSL times the heat rate from the RMR Agreement contract times the sum of the appropriate FIP or FOP and the fuel adder, plus the variable O&M.  The O&M cost estimates shall be revised monthly to be consistent with the latest actual costs for the RMR Unit submitted in accordance with Section 3.14.1.12, Reporting Actual Eligible Cost.  The O&M values will be effective until updated costs have been submitted to ERCOT.
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