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	Comments


NRG Texas LLC and Reliant Energy Retail Services (collectively, “NRG”) hereby appeal the rejection of Nodal Protocol Revision Request (NPRR) 784, Mitigated Offer Caps for RMR Units, by the Protocol Revision Subcommittee (PRS).  

Background

Under current Protocols, Energy Offer Curves for Reliability Must-Run (RMR) Units are subject to mitigation during congestion management which results in pricing outcomes that do not appropriately reflect the impact of these out-of-market units and results in RMR Units displacing other units in the dispatch order.  NPRR784 proposes a zero cost, flexible process for ERCOT to increase the Mitigated Offer Cap for RMR Units to allow the Security Constrained Economic Dispatch (SCED) system to dispatch RMR Units farther back in the dispatch order and at a price consistent with market principles.  PRS considered NPRR784 on July 14th, 2016.  The result of the July 14th, 2016 vote on the motion to approve NPRR784 was 50% in favor.  PRS requires an affirmative vote of greater than 50% for approval.  
Market Principles

The ERCOT market is an energy-only market design.  The energy-only market must have effective price signals to succeed.  Prices in the Real-Time market send short-term signals for supply and demand to respond to system conditions and they send long-term signals for existing generation to exit the market or for additional capacity to enter the market.  System-wide price signals and locational price signals are equally important.  From a locational perspective, higher prices in a certain location signal a shortage of supply in that particular area and they create the incentive for existing Resources to remain in the market or for additional resources to enter the market.

The existing Protocols, which result in mitigation of offers for RMR units, fundamentally conflict with the basic market and economic principles outlined in the preceding paragraph.  When an uneconomic generation Resource desires to exit the market but is required to remain in operation for the purpose of providing RMR service as specified with Section 3.14.1, Reliability Must Run, of the Nodal Protocols, it is doing so specifically because of a shortage of supply in that location.  To be successful, the energy-only market requires that prices reflect that fundamental fact.  Mitigating RMR offers and suppressing locational price signals in a supply constrained area conveys the exact opposite economic signal that should be sent; that existing or additional resources are not required.
Consistent and Appropriate Pricing of RMR Units

When adopting NPRR442, Energy Offer Curve Requirement for Generation Resources Providing Reliability Must-Run Service, ERCOT stakeholders reacted to concerns expressed by the Public Utility Commission of Texas (PUCT) that recognized that RMR units are out-of-market units and that out-of-market units should not interfere with market outcomes or displace other resources.  To accomplish that objective, NPRR442 required Energy Offer Curves for RMR Units be priced at the System-Wide Offer Cap (SWCAP) to ensure they were as far back in the dispatch order as possible if required for a system-wide supply deficiency.  The same principle should consistently apply on a locational basis when RMR units are required for locational supply deficiencies.
Under current Protocols, RMR Units are subject to offer price mitigation when needed to resolve transmission congestion.  The mitigation of RMR Units results in pricing outcomes that do not appropriately reflect the impact of out-of-market units.  The pricing principles of the energy-only market, including treatment of RMR Units, should endeavor to mimic the pricing outcomes in the real-time market that would result if the RMR Unit were allowed to exit the market.  This principle was established on a system-wide basis with NPRR442.  On a locational basis, if the RMR Unit was allowed to exit the market and ERCOT required the capacity provided by that unit to resolve a constraint, SCED would deem that constraint irresolvable and price congestion at the Shadow Price Cap.  NPRR784 provides an approximation of that outcome but at a slightly lower price – instead of a price reflecting the Shadow Price Cap, the Mitigated Offer Cap determined by ERCOT will be based on a conservative shift factor that will imply a lower cost to resolve the constraint than the Shadow Price Cap.  As described above, supply shortages must be signaled by higher prices.  The RMR Unit, if required for dispatch above its Low Sustained Limit (LSL), should represent the end of the market.  Therefore, pricing it accordingly, as proposed in NPRR784, is appropriate.

Market Power Concerns Have Been Addressed
The sole purpose for mitigating Energy Offer Curves in the Real-Time market is to prevent the abuse of local market power.  There is no question that mitigation techniques must be effective at preventing the abuse of market power.  However, concerns about the exercise of market power should not be an excuse to abandon market principles under circumstances where market power is not at issue, such as this.  RMR Units are not under the operational control of the Qualified Scheduling Entity (QSE), they are under ERCOT’s control.  Under NPRR784, QSEs that possess local market power, as determined by Section 3.19, Constraint Competitiveness Tests, will continue to have Energy Offer Curves for their Resources mitigated.    
Some stakeholders expressed concern that NPRR784 may create an incentive for generation resources to suspend operation in the future in order to benefit from the abuse local market power.
  NRG points out that the Independent Market Monitor (IMM) is directly responsible for monitoring physical and economic withholding and this includes evaluating requests by generation resources to suspend operation to be sure that the request is economically rational.  However, in an abundance of caution, additional language was proposed in NPRR784 by NRG at the July 14th, 2016 PRS meeting to provide the IMM with the ability to prevent ERCOT from modifying Mitigated Offer Caps for RMR Units if any such market power concerns arise.  The motion at PRS included the following language (emphasis):
4.4.9.4.1
Mitigated Offer Cap

(b) For each RMR Unit contracted by ERCOT under Section 3.14.1, Reliability Must Run, in consideration of the Shadow Price caps of the transmission constraints which the RMR Unit may be required to resolve and variations in transmission system topology, ERCOT shall set the Mitigated Offer Cap curve equal to the highest value (in $/MWh, not exceeding SWCAP) that is expected to allow SCED to Dispatch the RMR Unit, unless the Independent Market Monitor (IMM) expressly objects to this action. …
NRG supports inclusion of this language in NPRR784 to resolve any lingering concerns with local market power.  

Reduce RMR Uplift Costs for Loads
One of the objectives of NPRR784 is to reduce RMR uplift costs to Loads.  This is accomplished by reducing the dispatch frequency of RMR Units and ensuring that if the RMR Unit is required to be dispatched above its LSL, it will be at a higher price.  This will help reduce RMR energy costs for Loads.  As a reminder, if RMR energy revenues exceed costs, the excess revenue is refunded to Loads.
  As explained at the July 14th, 2016 PRS meeting, RMR standby capacity costs are sunk costs that Loads will pay regardless of how often the RMR Unit is dispatched.  Therefore, the only way to lower future RMR uplift costs is to reduce the RMR energy costs.
Thus, NPRR784 favors market outcomes over non-market outcomes that result in cost socialization to all Loads, even Loads outside of the RMR area.  Under NPRR784, if the RMR Unit is required to be dispatched to resolve congestion, prices will rise in the RMR area.  Consistent with the energy-only market, higher prices incentivize other resources, such as demand response, to respond to the supply shortage prior to the utilization of the RMR Unit providing further opportunity to reduce RMR uplift cost.  Further, Loads can more easily hedge against price risk than they can for unpredictable RMR energy dispatch costs that are socialized to them.
Consistent with Protocol Intent to Limit Use of RMR Units

ERCOT is required by Protocols to limit the use of RMR Units.  Section 3.14.1, Reliability Must Run, paragraph c of the Nodal Protocols state:
3.14.1
Reliability Must Run
(c) ERCOT shall minimize the use of RMR Units as much as practicable subject to the other provisions of these Protocols.  ERCOT may Dispatch an RMR Unit at any time for ERCOT System security.    

NPRR784 ensures that ERCOT limits the use of RMR Units when resolving congestion and limits interference with the dispatch of other resources that can manage the constraint.

Conclusion

For the reasons set forth above, NRG requests that TAC recommend approval of NPRR784, as amended with the language proposed at the July 16th, 2016 PRS meeting and reflected above, in order to minimize the impact of RMR Units dispatched for transmission congestion on price formation, unit dispatch order, and RMR uplift cost. 
	Proposed Protocol Language Revision


4.4.9.4.1
Mitigated Offer Cap

(1)
Energy Offer Curves may be subject to mitigation in Real-Time operations under Section 6.5.7.3, Security Constrained Economic Dispatch, using a Mitigated Offer Cap.  The Mitigated Offer Cap is: 

(a)
For a Resource contracted by ERCOT under paragraph (2) of Section 6.5.1.1, ERCOT Control Area Authority, ERCOT shall increase the O&M cost such that every point on the Mitigated Offer Cap curve (cap vs. output level) is greater than the SWCAP in $/MWh.
(b)
For each RMR Unit contracted by ERCOT under Section 3.14.1, Reliability Must Run, in consideration of the Shadow Price caps of the transmission constraints which the RMR Unit may be required to resolve and variations in transmission system topology, ERCOT shall set the Mitigated Offer Cap curve equal to the highest value (in $/MWh, not exceeding SWCAP) that is expected to allow SCED to Dispatch the RMR Unit, unless the Independent Market Monitor (IMM) expressly objects to this action.  The value that will be used for the Mitigated Offer Cap curve shall be initially determined and communicated as part of the Market Notice issued for the status of the RMR Unit, as described in paragraph (6) of Section 3.14.1.2, ERCOT Evaluation.  The Mitigated Offer Cap curve may be modified by ERCOT to ensure that the RMR Unit is Dispatched by SCED to help resolve transmission congestion in Real-Time or to allow the RMR Unit to be Dispatched by SCED after other Resources.  Any modification to the Mitigated Offer Cap curve by ERCOT shall be communicated by Market Notice.
(c)
For a Generation Resource with a Commercial Operations Date after January 1, 2004, ERCOT shall construct an incremental Mitigated Offer Cap curve (Section 6.5.7.3) such that each point on the Mitigated Offer Cap curve (cap vs. output level) is the greater of: 

(i)
14.5 MMBtu/MWh times the FIP; or 

(ii)
The Resource’s verifiable incremental heat rate (MMBtu/MWh) for the output level multiplied by [((Percentage of FIP * FIP) + (Percentage of FOP * FOP))/100 + fuel adder that compensates for the transportation and purchasing of spot fuel as described in the Verifiable Cost Manual], as specified in the Energy Offer Curve, plus verifiable variable O&M cost ($/MWh) times a multiplier described in paragraph (e) below; or

	[NPRR664:  Replace paragraphs (i) and (ii) above with the following upon system implementation:]

(i)
14.5 MMBtu/MWh times the FIPRr; or 

(ii)
The Resource’s verifiable incremental heat rate (MMBtu/MWh) for the output level multiplied by [((Percentage of FIPRr * FIPRr) + (Percentage of FOP * FOP))/100 + fuel adder that compensates for the transportation and purchasing of spot fuel as described in the Verifiable Cost Manual], as specified in the Energy Offer Curve, plus verifiable variable O&M cost ($/MWh) times a multiplier described in paragraph (e) below; or


(iii)
The amount determined by Verifiable Cost Manual Appendix 10, Procedures for Evaluating Costs and Caps for Energy Storage Resources, for energy storage resources.
(d)
For all other Generation Resources, each point on the Mitigated Offer Cap curve (cap vs. output level) is the greater of: 

(i)
10.5 MMBtu/MWh times the FIP; or 

(ii)
The Resource’s verifiable incremental heat rate (MMBtu/MWh) for the output level multiplied by [((Percentage of FIP * FIP) + (Percentage of FOP * FOP))/100 + fuel adder that compensates for the transportation and purchasing of spot fuel as described in the Verifiable Cost Manual], as specified in the Energy Offer Curve, plus verifiable variable O&M cost ($/MWh) times a multiplier described in paragraph (e) below. 

	[NPRR664:  Replace paragraph (d) above with the following upon system implementation:]

(d)
For all other Generation Resources, each point on the Mitigated Offer Cap curve (cap vs. output level) is the greater of: 

(i)
10.5 MMBtu/MWh times the FIPRr; or 

(ii)
The Resource’s verifiable incremental heat rate (MMBtu/MWh) for the output level multiplied by [((Percentage of FIPRr * FIPRr) + (Percentage of FOP * FOP))/100 + fuel adder that compensates for the transportation and purchasing of spot fuel as described in the Verifiable Cost Manual], as specified in the Energy Offer Curve, plus verifiable variable O&M cost ($/MWh) times a multiplier described in paragraph (e) below. 


(e)
Notwithstanding paragraphs (c)(ii), (c)(iii), and (d)(ii) above, the Mitigated Offer Cap verifiable variable O&M cost ($/MWh) for Quick Start Generation Resources (QSGRs) shall incorporate the generic or verifiable O&M cost to start the Resource from first fire to LSL including the startup fuel, plus a minimum energy component to account for LSL commitment costs, and consideration of a fuel adder that compensates for the transportation and purchasing of spot fuel as described in the Verifiable Cost Manual.

(f)
The multipliers for paragraphs (c)(ii) and (d)(ii) above are as follows:  

(i)
1.10 for Resources running at a ≥ 50% capacity factor for the previous 12 months;

(ii)
1.15 for Resources running at a ≥ 30 and < 50% capacity factor for the previous 12 months;

(iii)
1.20 for Resources running at a ≥ 20 and < 30% capacity factor for the previous 12 months;

(iv)
1.25 for Resources running at a ≥ 10 and < 20% capacity factor for the previous 12 months;

(v)
1.30 for Resources running at a ≥ 5 and < 10% capacity factor for the previous 12 months;

(vi)
1.40 for Resources running at a ≥ 1 and < 5% capacity factor for the previous 12 months; and

(vii)
1.50 for Resources running at a less than 1% capacity factor for the previous 12 months.

(g)
The previous 12 months’ capacity factor must be updated by ERCOT by the 20th day of each month using the most recent data for use in the next month.  ERCOT shall post to the MIS Secure Area the capacity factor for each Resource before the start of the effective month. 

(h)
The process for developing the Mitigated Offer Cap in paragraphs (a), (b), (c), (d) and (e) above must be described by ERCOT in a procedure 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. 

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; and

(f)
Emission credits.

(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.  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.  

(a)
Until December 31, 2011, 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
	$58/MW * the average of the Seasonal net max sustainable ratings
	$58/MW * the average of the  Seasonal net max sustainable ratings  
	$58/MW * the average of the Seasonal net max sustainable ratings
	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 < 90 MW
	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


(b)
For the period beginning January 1, 2012 and ending December 31, 2012, standard O&M costs shall be reduced by 10% from the levels specified in the table in paragraph (a) above as follows:
	Resource Category
	Cold Startup ($/start)
	Intermediate Startup ($/start)
	Hot Startup ($/start)
	Variable O&M ($/MWh)

	Start Year = 2009
	
	
	
	

	Aeroderivative simple cycle commissioned after 1996
	900.00
	900.00
	900.00
	3.55

	Reciprocating Engine
	$52.20/MW * the average of the  Seasonal net max sustainable ratings
	$52.20/MW * the average of the  Seasonal net max sustainable ratings
	$52.20/MW * the average of the Seasonal net max sustainable ratings
	4.58

	Simple cycle ≤ 90 MW
	2,070.00
	2,070.00
	2,070.00
	3.55

	Simple cycle ≥ 90 MW
	4,500.00
	4,500.00
	4,500.00
	3.55

	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:
	
	
	
	2.87

	Combustion turbine < 90 MW
	2,070.00
	2,070.00
	2,070.00
	

	Combustion turbine ≥ 90 MW
	4,500.00
	4,500.00
	4,500.00
	

	Steam turbine
	2,700.00
	2,025.00
	1,125.00
	

	Gas-steam non-reheat boiler
	2,079.00
	1,559.25
	779.63
	6.37

	Gas-steam reheat boiler
	2,700.00
	2,025.00
	1,012.50
	6.37

	Gas-steam supercritical boiler
	4,320.00
	3,240.00
	1,620.00
	6.37

	Nuclear, coal, lignite and hydro
	6,480.00
	4,860.00
	2,430.00
	4.52

	Renewable
	Not Applicable
	Not Applicable
	Not Applicable
	4.95


(c)
Beginning January 1, 2013 and going forward, standard O&M costs shall be reduced by 20% from the levels specified in the table in paragraph (a) above as follows:
	Resource Category
	Cold Startup ($/start)
	Intermediate Startup ($/start)
	Hot Startup ($/start)
	Variable O&M ($/MWh)

	Start Year = 2009
	
	
	
	

	Aeroderivative simple cycle commissioned after 1996
	800.00
	800.00
	800.00
	3.15

	Reciprocating Engine
	$46.40/MW * the average of the  Seasonal net max sustainable ratings
	$46.40 /MW * the average of the Seasonal net max sustainable ratings
	$46.40 /MW * the average of the Seasonal net max sustainable ratings
	4.07

	Simple cycle ≤ 90 MW
	1,840.00
	1,840.00
	1,840.00
	3.15

	Simple cycle ≥ 90 MW
	4,000.00
	4,000.00
	4,000.00
	3.15

	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:
	 
	 
	 
	2.55

	Combustion turbine < 90 MW
	1,840.00
	1,840.00
	1,840.00
	 

	Combustion turbine ≥ 90 MW
	4,000.00
	4,000.00
	4,000.00
	 

	Steam turbine
	2,400.00
	1,800.00
	1,000.00
	 

	Gas-steam non-reheat boiler
	1,848.00
	1,386.00
	693.00
	5.66

	Gas-steam reheat boiler
	2,400.00
	1,800.00
	900.00
	5.66

	Gas-steam supercritical boiler
	3,840.00
	2,880.00
	1,440.00
	5.66

	Nuclear, coal, lignite and hydro
	5,760.00
	4,320.00
	2,160.00
	4.02

	Renewable
	Not Applicable
	Not Applicable
	Not Applicable
	4.40


(d)
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 (9) or (10) 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.  If there are no Make-Whole Payments for Resources with PPAs, ERCOT shall not produce the annual report.  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)
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. 

(10)
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. 

(11)
Within 30 days after receiving an update Notice from ERCOT under either paragraph (9) or (10) 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 ERCOT shall determine payment using the Resource Category Startup Offer Generic Cap, Resource Category Minimum-Energy Offer Generic Cap, and a zeroed value for variable O&M Cost as described in Section 4.4.9.4.1, Mitigated Offer Cap, in accordance with the schedule established in this section until updated verifiable costs are approved.  If the 30-day deadline has been reached before the start of the tenth day before the end of the month, the Resource’s verifiable costs will revert back to generic costs beginning on the first day of the following month.  If the 30-day deadline falls within the last ten days of the month, the Resource’s verifiable costs will revert back to generic costs on the first day of the second month following the deadline month.

(12)
Resource Entities that represent Reliability Must-Run (RMR) Resources shall submit to ERCOT, Startup and variable 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 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 startup and minimum-energy 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 Mitigated Offer Cap curve verifiable variable O&M shall be set in accordance with Section 4.4.9.4.1, Mitigated Offer Cap.
	[NPRR664:  Replace paragraph (12) above with the following upon system implementation:]

(12)
Resource Entities that represent Reliability Must-Run (RMR) Resources shall submit to ERCOT, Startup and variable 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 for Resource (FIPRr) 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 heat rate from the RMR Agreement contract times the sum of the appropriate FIPRr or FOP and the fuel adder, plus the variable O&M.  The startup and minimum-energy 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 Mitigated Offer Cap curve verifiable variable O&M shall be set in accordance with Section 4.4.9.4.1, Mitigated Offer Cap. 


� http://www.ercot.com/content/wcm/key_documents_lists/98406/784NPRR_07_LCRA_Comments_071316.doc


� � HYPERLINK "http://www.ercot.com/content/wcm/current_guides/53528/06_070116_Nodal.doc" �http://www.ercot.com/content/wcm/current_guides/53528/06_070116_Nodal.doc�. Section 6.6.6.3 RMR Adjustment Charge.
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