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	VCMRR Number
	002
	VCMRR Title
	Verifiable Costs for Cancellation of RUC- Committed Resources

	Action
	Recommended approval.

	Date of Decision
	April 9, 2014

	Proposed Effective Date
	May 1, 2014

	Priority and Rank Assigned
	Not applicable.

	Verifiable Cost Manual Section(s) Requiring Revision
	Section 2, General Rules of Verifiable Costs 

Section 7, Forced Outages and Cancellation of a RUC-Committed Resource  

	Nodal Protocol Section(s) Requiring Revision
	None.

	Revision Description
	This Verifiable Cost Manual Revision Request (VCMRR) provides language to document ERCOT’s process for calculating payments for Reliability Unit Commitment (RUC)-Committed Resources that have received a RUC Cancellation. The revision also corrects references to appendices in Section 2 of the Verifiable Cost Manual.

	Reason for Revision
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  Addresses current operational issues.
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  Meets Strategic goals (tied to the ERCOT Strategic Plan or directed by the ERCOT Board).
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  Market efficiencies or enhancements
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  Administrative
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  Regulatory requirements
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  Other:  (explain)

(please select all that apply)
Compliance with paragraph (3) of Nodal Protocol Section 5.6.4, Cancellation of a RUC Commitment.

	Procedural History
	· On 4/1/14, VCMRR002 and an Impact Analysis were posted.

· On 4/9/14, WMS considered VCMRR002.

	WMS Decision 
	On 4/9/14, WMS unanimously voted to recommend approval of VCMRR002 as submitted.  All Market Segments were present for the vote.

	Summary of WMS Discussion
	On 4/9/14, there was no discussion.


	Business Case

	Qualitative Benefits
	· The proposed change will provide transparency to the market on the process ERCOT executes for determining verifiable actual costs for a RUC-committed Resource that receives a RUC Cancellation.

· The VCMRR corrects appendix references in Section 2. 

	Quantitative Benefits
	

	Impact to Market Segments
	

	Credit Implications
	


	Sponsor

	Name
	Magie Annab

	E-mail Address
	mannab@ercot.com

	Company
	ERCOT

	Phone Number
	512-248-6472

	Cell Number
	

	Market Segment
	Not applicable.


	Market Rules Staff Contact

	Name
	Kelly Landry

	E-Mail Address
	klandry@ercot.com

	Phone Number
	512-248-4630


	Comments Received

	Comment Author
	Comment Summary

	None.
	


	Proposed Manual Language Revision


Section 2: General Rules of Verifiable Costs

This section of ERCOT’s Verifiable Cost Manual provides general rules that apply to Verifiable Cost submissions.

Generally Applicable Rules

The use of Verifiable Costs, rather than generic amounts capped according to Resource Category, is optional for a QSE that does not receive RUC instructions for a Resource. A QSE receiving RUC instructions for a Resource is required to submit Verifiable Cost data in various circumstances as described in paragraph (1) of Section 5.6.1 of the Protocols.  For  Filing Entities opting to submit Verifiable Cost data and also for those required to submit it, the following rules apply:

1. Verifiable Cost data must be submitted by either the Resource Entity or the QSE representing the Resource (the submitting Entity will herein be denoted the “Filing Entity”) subject to the following guidelines:

a. All RUC Instructions from ERCOT are sent to the QSE.  The QSE has sole responsibility and obligation for filing verifiable costs as described under Section 5.6.1 RUC Cost Eligibility of the Nodal Protocols.  However, if the QSE and Resource Entity agree, the Resource Entity may file verifiable cost data to satisfy the obligation of the QSE. 

b. Verifiable Costs are Resource-specific costs, regardless of who submits them.  QSE costs shall not be accepted by ERCOT even when VC are submitted by the Resource Entity.

c. If a Resource Entity wants to submit VC, then both the Resource Entity and the current QSE must sign and submit individual, separate affidavits notifying ERCOT that the Resource Entity will submit VC instead of the QSE.  See Appendix 10 for standard affidavits.

d. The affidavits must indicate that this arrangement will remain until the Resource Entity switches to another QSE or terminates service in the ERCOT market.  If the Resource Entity switches to another QSE only the Resource Entity may submit or update VC unless new affidavits are submitted to ERCOT allowing the new QSE to submit or update or view existing VC.

e. If the Resource Entity submits VC, both the QSE and Resource Entity must submit the standard affidavits contained in the Appendix 10 of the Manual.  

f. If the Resource Entity submits VC, ERCOT will NOT share specific cost documentation with the existing QSE.  

g. If the Resource Entity submits VC, ERCOT will share the final approved VC results with the QSE.  

h. Regardless of the arrangements as described above, any future requests to update VC will be sent to the QSE.

i. The QSE has the responsibility of informing the Resource Entity that it must submit or update its VC.  ERCOT will not notify the Resource Entity to submit VC.  However, if the QSE and Resource Entity agree to have the Resource Entity submit VC, then all discussions pertaining to VC data will be between the Resource Entity and ERCOT.  Once approved, all future requests to update VC will be given to the QSE, regardless of who actually submitted VC. 

j. If the Resource Entity submits VC, only the Resource Entity has accountability for the accuracy of the data.  The QSE is not responsible for the accuracy of the data submitted to ERCOT by the Resource Entity.

k. If the Resource Entity submits VC, these costs will remain with the Resource even if the Resource is represented by another QSE.

l. Regardless of which entity submits VC, all disputes are associated with a settlement statement or an invoice, and therefore, only the QSE may file a dispute.

m. ERCOT will issue settlement statements and invoices only to the QSE, regardless of who submits VC.

n. If the Resource Entity submits VC, ERCOT will address all cost related issues with the Resource Entity, including rescinding previously approved costs.

o. ERCOT will NOT accept VC from two entities for the same Resource, only the QSE or Resource Entity can submit VC.

p. During the VC approval process, only the Filing Entity may appeal a specific cost category as described in the VC Manual.

2. Data must be submitted that allows for the verification of Startup costs for each Start Type (cold, hot, and Intermediate)

3. A Filing Entity is not considered to have submitted Verifiable Cost data unless data are submitted for all startup types (cold, intermediate, and hot) and for minimum energy costs. 

4. ERCOT will not approve Verifiable Cost data for a Resource unless the Resource Entity has registered the Resource with ERCOT. 

5. In the event that multiple Resources are tied to a fuel header, each Filing Entity submitting fuel consumption data must provide the individual meter values if available.  Otherwise, the Filing Entity must provide ERCOT with the aggregate meter values and the relative percentages of fuel consumption during the relevant stage of the generation cycle (startup, operation at LSL, and operation above LSL).

6. All references to Heat Rate Curves and Heat Rate data within this document refer to Net Output.
7. For use in Real Time Mitigation, Filing Entities have the option of submitting, but none are required to submit, Incremental Heat Rate (IHR) curves, with the exception of RMR Resources which are required to submit IHR curves, the incremental O&M costs of generating power at greater than LSL output.  Submission of this information is also optional for QSEs that have received RUC Commitments.

8. ERCOT will not separately approve Verifiable Startup Costs and Verifiable Minimum Energy Costs.  Both must be submitted and approved together.
9. If fuel consumption rates vary by season, Filing Entities must submit such seasonal costs in accordance with the procedure describe herein.  
10. All submissions of Verifiable Cost data must include an affidavit that avers to the data’s accuracy and authenticity and that is signed by an officer of the Filing Entity. 
11. All Verifiable Costs data submitted must represent “true” costs and must be submitted in sufficient detail to allow ERCOT to validate the data.
12. Verifiable Cost documentation must be submitted to ERCOT electronically, as is described within Section 9:  Timelines Applicable to the Submission and Review of Verifiable Costs.  However, if ERCOT requests additional documentation for which electronic submission would be impractical, e.g., physical manuals, such documents may be submitted by mail or other courier.

13. ERCOT has authority to review and reject the Verifiable Costs it previously approved if a Filing Entity is provided with sufficient notice.  Rescinded approval will only affect future Operating Days.  See Section 10:  Timeline for Rescinding Approval of Verifiable Costs for additional information.  

14. Resources may not register as both an SGR and a CCP; therefore, ERCOT will not accept Verifiable Cost data for an SGR that is also a CCP.
15. The Filing Entity must submit to ERCOT an estimate of the average MWh produced by the Resource while ramping from BC to LSL.  

16. The Filing Entity must provide the High Sustained Limit (HSL) and the Low Sustained Limit (LSL) of the Resource in its submittal of Verifiable Cost data.

17. ERCOT may share Resource-specific Heat Rate and O&M data with its Planning group for the purpose of performing economic planning studies.  ERCOT will share this information on a "need to know" basis and will continue to treat the information as Protected Information pursuant to the ERCOT Protocols.
18. Although ERCOT requires the submission of parameters (i.e. heat rates, fuel, emission and O&M rates, etc.) on a seasonal basis, if they change by season, it will utilize summer parameters for all seasons.
Section 7:  Forced Outages and Cancellation of a RUC-Committed Resource

Section A: Forced Outages of a RUC-Committed Resource 
This section of ERCOT’s Verifiable Cost Manual describes the policies and procedures for submitting Event Specific 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 Event Specific Verifiable Costs in the QSE’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 respective QSE’s Startup Offer in the RUC. 

Submission of Forced Outage Cost Data

For purposes of calculating Event Specific 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.  

In addition to the above restrictions, fuel and O&M costs are subject to the following:

1. QSEs should submit O&M costs in terms of dollars for the attempted start ($/attempted start).  These O&M costs must be calculated using the methodology described in Section 8:  Maintenance and Operations Cost Guidelines, but only actual, documented costs relevant to the start-up attempt should be submitted.

2. QSEs may submit the amount of fuel actually consumed for the attempted start (MMBtu/attempted start).  

3. The ERCOT Settlement and Billing system will not automatically calculate a payment to a QSE representing a Resource that experiences a failed startup attempt.  QSEs representing a Resource that experienced a failed start-up attempt must submit a settlement dispute in accordance with the dispute process outlined in Section 9.14 Settlement and Billing Dispute Process of the Nodal Protocols in order to receive payment.  In addition to the standard information required by the dispute form located on the ERCOT Market Information System (MIS), the dispute should clearly indicate:

a. The Dispatch Instruction associated with the Forced Outage;

b. The total Event Specific Verifiable Costs of attempting to provide the service; and

c. A description of the supporting documentation to be subsequently provided to ERCOT

A QSE seeking to have additional Forced Outage costs, which are not specifically discussed in this section, included in their RUC Guarantee must seek to have them approved by the ERCOT Board of Directors during an Executive Session at the next regularly scheduled meeting.  Requests must be presented to the Board in person by a representative of the company that incurred the costs.  Should the Board approve the inclusion of such costs in the RUC Guarantee, the submitting company must draft and submit a Nodal Protocol Revision Request (NPRR), in accordance with Protocol Section 21, Process for Protocol Revision.  Therefore, to ensure subsequent NPRRs accurately capture what the Board did (and did not) approve and clearly provide what is required of similar cost submissions in the future, initial requests to the Board of Directors must include a typewritten statement of the lobbying company’s position.  This statement must:

1. Define all additional costs sought and do so in a manner that is not specific to the lobbying company (e.g., “insurance deductibles”); and

2. Describe the documentation necessary to establish the accrual of such costs. 

Section B: Cancellation of a RUC-Committed Resource 

Description 

A Reliability Unit Commitment (RUC)-committed Resource that receives a RUC Cancellation prior to breaker close may submit through the dispute process all incremental expenses associated with the RUC Cancellation of the RUC-committed Resource. For additional information, refer to Nodal Protocol Section 5.6.4, Cancellation of a RUC Commitment. 

Procedure

Resources may submit a dispute to ERCOT and are required to provide sufficient documentation that demonstrates costs incurred for normal Startup Costs, Operations and Maintenance (O&M) Expenses and associated fuel expenses for that particular event. The cost categories must meet the following Verifiable Cost guidelines: 

a. Normal Startup Costs and fuel: Verifiable Cost Manual Section 3, Verifiable Startup Costs 

b. O&M Expenses: Verifiable Cost Manual Section 8, Operating and Maintenance Cost Guidelines 

Refer to paragraph (4) of Nodal Protocols Section 5.7.3, Payment When ERCOT Decommits a QSE-Committed Resource, for additional information on the calculation of payment. 
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