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	Action
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	Revision Description
	This Nodal Protocol Revision Request (NPRR) creates a new process for determining the Mitigated Offer Cap for Reliability Must-Run (RMR) Resources.  It uses market design principles to allow the RMR Resource to be Dispatched but still be above other Resources that solve the same constraint.
Citigroup offers a few changes to this NPRR from what was offered up at the Qualified Scheduling Entity (QSE) Managers Working Group (QMWG) and the Wholesale Market Subcommittee (WMS).  First, we make it clear that this NPRR will only apply to future RMR Agreements.  While the Greens Bayou RMR Agreement has now been exited by ERCOT, if any unforeseen circumstances were to bring back that same contract, we suggest this methodology would only apply to RMR Agreements signed after May 1, 2017.  We suggest that ERCOT use the Energy Offer Curve from the 2nd step of the two-step Security-Constrained Economic Dispatch (SCED) process.  We propose that ERCOT add $50 to the resulting price.  This buffer should account for any offers that were not considered by ERCOT for some reason to ensure that the price calculated is above the other, competitive offers.  Past offer history is no guarantee of future offers, and this buffer is an attempt to mitigate that risk.  Although a “Shift Factor cut off” was discussed by some WMS members, we do not suggest using one.  Instead, the market design in ERCOT suggests that Shadow Price caps should limit which Resources are not available to be Dispatched.  Shadow Price caps factor in both Shift Factors and economic circumstances and are more appropriate to use in this situation.  Shift Factor cut-offs are appropriate to use when determining whether ERCOT should commit Resources out-of-merit, not when limiting what market offers should be considered.  Finally, we suggest that the 99th percentile of the offer history should be used as the determination for which offers should set the RMR offer.  This high bar is important to make sure that ERCOT’s actions do not result in a non-competitive Resource controlled by ERCOT selling power at a price below other Generation Resources’ competitive offers.

In addition, we add new language not previously considered when discussing this NPRR concept.  First, we require ERCOT to publish its price analysis as soon as practicable following the consideration of an RMR Agreement, to inform the market of the potential impact of the proposed Agreement.  Secondly, we propose a circuit breaker.  If the Independent Market Monitor (IMM) at any time expressly objects to the calculation of a mitigated offer for an RMR Resource, the price calculation process proposed herein can be suspended until further notice.  This allows the IMM to address any exceptional circumstances or unintended consequences.  
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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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  Other:  (explain)

(please select all that apply)

	Business Case
	It is essential to good market outcomes that ERCOT’s decision to procure an RMR Resource does not interfere with market fundamentals.  Therefore, every effort must be made to identify what offers the RMR could undercut, and then not undercut those prices, while still ensuring that the offer from the RMR Resource is Dispatchable to solve the constraint is was procured for.

The benefits of locational pricing include sending a long-term investment price signal and a shorter term operational price signal.  A long-term price signal helps identify where new generation should be sited, in consideration with other constraints, such as land availability, fuel availability, permit requirements, and other concerns. A shorter term signal is just as important.  A Resource owner will consider more expensive Planned Outages (such as by hiring more personnel or replacing aging equipment) to increase the generator’s availability and reliability, consider the local forward price for power or power options for older Resources on the verge of retirement, and make investments to lower a Resource’s heat rate or otherwise improve its operational capability based on these price signals.  In addition, small Distributed Generation (DG) may be sited with more frequency in local areas, batteries can be given a more efficient price signal, and investments could be made to enable Demand response at a facility based on these price signals.  Furthermore, price signals encourage Retail Electric Providers (REPs) to spend money to develop and market Demand response products or products that provide exposure to those prices to enable Customer response or products that remove that risk from the Customer.  
All of these opportunities flow naturally from an efficient, correct price signal, and all of these processes will break, will fail, or will be discouraged by artificially low prices.  Seeking and encouraging these good outcomes are the policy goal of Texas and its Public Utility Commission (PUC).  ERCOT (and Texas) should make every effort to avoid government intervention in normal market outcomes (RMR procurement).  When intervention does occur, it should not harm the electric market’s fundamental principles of design.
Of course, an RMR Resource is only procured by ERCOT because of a local capacity shortage.  If the Resource was allowed to retire normally, market prices would naturally lead to shortage conditions and shortage prices in the local area, up to and including Load shed.  Prices should reflect those conditions.  In terms of methodology, we suggest that this analysis be redone each month for each RMR Agreement using the most recent 60 months worth of data.  This is designed to limit the impact on ERCOT staff.
TAC previously rejected NPRR784, Mitigated Offer Caps for RMR Units, and this NPRR is distinct from that one in several notable ways.  First, NPRR784 had very little detail on the process for determining the mitigated offer cap.  This NPRR goes into great detail on the process, and is based on the foundations of the ERCOT market design, while still minimizing cost by not including offers from Resources that are not Dispatchable to meet the constraint.  Second, this NPRR creates a predictable process for the market that requires notice of the expected mitigated offer early in the RMR process.  
Stakeholders should support this NPRR because it offers a solution to protect our market design here in Texas and recognizes that but for ERCOT’s intervention in creating an RMR Agreement, market fundamentals would be very different. 

	Credit Work Group Review
	To be determined

	PRS Decision
	On 5/11/17, PRS unanimously voted to table NPRR826 and refer the issue to WMS.  All Market Segments were present for the vote. 

On 7/20/17, PRS voted to table NPRR826.  There was one abstention from the Independent Power Marketer (IPM) (Morgan Stanley) Market Segment.  All Market Segments were present for the vote.

On 8/11/17, PRS voted to table NPRR826.  There were two opposing votes from the Independent Retail Electric Provider (IREP) (Reliant) and IPM (Morgan Stanley) Market Segments and three abstentions from the Municipal (DME) and Independent Generator (2) (Dynegy, Exelon) Market Segments.  All Market Segments were present for the vote.

On 5/9/19, PRS voted to table NPRR826 for one month.  There were three opposing votes from the IPM (2) (Morgan Stanley, Tenaska) and IREP (Reliant) Market Segments.  All Market Segments were present for the vote.

	Summary of PRS Discussion
	On 5/11/17, participants noted the report referenced in the 5/10/17 NRG comments and requested tabling of NPRR826 for review by WMS.

On 7/20/17, supporters reiterated the benefits of NPRR826 and urged PRS to recommend its approval.  Other participants requested tabling of NPRR826 pending Public Utility Commission of Texas (PUCT) direction on several issues, including local scarcity and RMR.  
On 8/11/17, participants acknowledged the feedback from the 7/28/17 PUCT Open Meeting not to explicitly hold consideration of this issue awaiting PUCT direction, and recapped several topics discussed at the 8/10/17 PUCT workshop on price formation, including RMR and Reliability Unit Commitment (RUC).  Participants requested tabling of NPRR826 to allow for continued review and discussion of these issues.
On 5/9/19, participants reviewed the history of NPRR826, noted the recently filed comments, and requested PRS table NPRR826 for one additional month.


	Sponsor

	Name
	Eric Goff

	E-mail Address
	Eric.Goff@citi.com

	Company
	Citigroup Energy Inc. 

	Phone Number
	

	Cell Number
	512-632-7013

	Market Segment
	IPM


	Market Rules Staff Contact

	Name
	Cory Phillips

	E-Mail Address
	cory.phillips@ercot.com

	Phone Number
	512-248-6464


	Comments Received

	Comment Author
	Comment Summary

	NRG 051017
	Noted the joint Calpine and NRG report, posted to several PUCT dockets, which attempts to provide independent analysis of, and recommended treatment of, RMR Units

	WMS 060817
	Requested PRS continue to table NPRR826 for further review by WMS

	ERCOT 062317
	Proposed edits to better align the revisions proposed within NPRR826 with the sponsor’s intent

	Luminant 071217
	Requested PRS reject NPRR826

	WMS 071317
	Endorsed NPRR826 as amended by the 6/23/17 ERCOT comments

	TIEC 071817
	Requested PRS reject NPRR826

	Citigroup 071917
	Reiterated the benefits of NPRR826

	Luminant 081017
	Responded to the 5/10/17 NRG comments; reiterated opposition to NPRR826

	Joint 111318
	Proposed the initial concept in NPRR826 be a manual phase 1 until an automated phase 2 would automatically create Mitigated Offer Caps (MOCs) within SCED for RMR Resources

	Crescent Power 113018
	Proposed additional revisions to the 11/13/18 Joint comments to include RUC-committed Resources within the treatment proposed by NPRR826

	ERCOT 042619
	Proposed additional revisions to address technical limitations within the 11/30/18 Crescent Power comments, and other clarifications

	TCPA 050719
	Proposed revisions to the 4/26/19 ERCOT comments to remove RUC from NPRR826 and eliminate any system changes within phase 1


	Market Rules Notes


Please note the baseline Protocol language in the following sections has been updated to reflect the incorporation of the following NPRR(s) into the Protocols:

· NPRR847, Exceptional Fuel Cost Included in the Mitigated Offer Cap (unboxed 4/5/19)

· Section 2.1

· Section 4.4.9.4.1

Please note the following NPRR(s) also propose revisions to the following section(s):

· NPRR838, Updated O&M Cost for RMR Resources
· Section 5.6.1

· NPRR940, Removal of Language Related to NPRR664, Fuel Index Price for Resource Definition and Real-Time Make-Whole Payments for Exceptional Fuel Cost Events
· Section 4.4.9.4.1

· Section 5.6.1
	Proposed Protocol Language Revision


2.1
DEFINITIONS
Mitigated Offer Cap (MOC)
An upper limit on the price of an offer as detailed in Sections 4.4.9.4.1, Mitigated Offer Cap, and 4.4.9.4.3, Mitigated Offer Cap for RMR Resources.

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 (MOC).  ERCOT shall construct an incremental MOC curve in accordance with Section 6.5.7.3 such that each point on the MOC curve is calculated as follows: 

MOC q, r, h = Max [GIHR q, r * Max(FIP, WAFP q, r, h), (IHR q, r * FPRC q, r + OM q, r) * CFMLT q, r]

	[NPRR664:  Replace the equation above with the following upon system implementation:] 

MOC q, r, h  =  Max [GIHR q, r * Max(FIPRr, WAFP q, r, h), (IHR q, r * FPRC q, r + OM q, r) * CFMLT q, r]


Where, 

If a QSE has submitted an Energy Offer Curve on behalf of a Generation Resource and the Generation Resource has approved verifiable costs, then 

FPRC q, r = Max(WAFP q, r, h, FIP + FA q, r) * RTPERFIP q, r / 100 + FOP * RTPERFOP q, r / 100

	[NPRR664:  Replace the equation above with the following upon system implementation:] 

FPRC q, r  =  Max(WAFP q, r, h, FIPRr + FA q, r) * RTPERFIP q, r / 100 + FOP * RTPERFOP q, r / 100


If a QSE has not submitted an Energy Offer Curve on behalf of a Generation Resource and the Generation Resource has approved verifiable costs, then 

FPRC q, r = Max(WAFP q, r, h, FIP + FA q, r) * GASPEROL q, r / 100 + FOP * OILPEROL q, r / 100 + (SFP + FA q, r) * SFPEROL q, r / 100

	[NPRR664:  Replace the equation above with the following upon system implementation:] 

FPRC q, r = Max(WAFP q, r, h, FIPRr + FA q, r) * GASPEROL q, r / 100 + FOP * OILPEROL q, r / 100 + (SFP + FA q, r) * SFPEROL q, r / 100


The above variables are defined as follows:

	Variable
	Unit
	Definition

	MOC q, r, h
	$/MWh
	Mitigated Offer Cap per Resource—The MOC for Resource r, for the hour. Where for a Combined Cycle Train, the Resource r is a Combined Cycle Generation Resource within the Combined Cycle Train.

	GIHR q, r
	MMBtu/MWh
	Generic Incremental Heat Rate—The generic, single-value, incremental heat rate.  For Generation Resources with a Commercial Operations Date on or before January 1, 2004, the generic incremental heat rate shall be set to 10.5.  For Generation Resources that have a Commercial Operations Date after January 1, 2004, this value shall be set to 14.5.  Where for a Combined Cycle Train, the Resource r is a Combined Cycle Generation Resource within the Combined Cycle Train.

	IHR q, r
	MMBtu/MWh
	Verifiable Incremental Heat Rate per Resource—The verifiable incremental heat rate curve for Resource r, as approved in the verifiable cost process.  Where for a Combined Cycle Train, the Resource r is a Combined Cycle Generation Resource within the Combined Cycle Train.

	FIP
	$/MMBtu
	Fuel Index Price—The natural gas index price as defined in Section 2.1, Definitions.

	[NPRR664:  Replace the variable FIP above with the following upon system implementation:] 

FIPRr

$/MMBtu

Fuel Index Price per Resource—The natural gas index price as defined in Section 2.1, Definitions.


	RTPERFIP q, r
	none
	Fuel Index Price Percentage—The percentage of natural gas used by Resource r to operate above LSL, as submitted with the energy offer curve.

	FOP
	$/MMBtu
	Fuel Oil Price—The fuel oil index price as defined in Section 2.1.

	RTPERFOP q, r
	none
	Fuel Oil Price Percentage—The percentage of fuel oil used by Resource r to operate above LSL, as submitted with the energy offer curve.

	SFP
	$/MMBtu
	Solid Fuel Price—The solid fuel index price is $1.50.  

	FPRC q, r
	$/MMBtu
	Fuel Price Calculated per Resource—The calculated index price for fuel for the Resource based on the Resources fuel mix.  Where for a Combined Cycle Train, the Resource r is a Combined Cycle Generation Resource within the Combined Cycle Train. 

	GASPEROL q, r
	none
	Percent of Natural Gas to Operate Above LSL—The percentage of natural gas used by Resource r to operate above LSL, as approved in the verifiable cost process.  Where for a Combined Cycle Train, the Resource r is a Combined Cycle Generation Resource within the Combined Cycle Train.

	OILPEROL q, r
	none
	Percent of Oil to Operate Above LSL—The percentage of fuel oil used by Resource r to operate above LSL, as approved in the verifiable cost process. Where for a Combined Cycle Train, the Resource r is a Combined Cycle Generation Resource within the Combined Cycle Train.

	SFPEROL q, r
	none
	Percent of Solid Fuel to Operate Above LSL—The percentage of solid fuel used by Resource r to operate above LSL, as approved in the verifiable cost process. Where for a Combined Cycle Train, the Resource r is a Combined Cycle Generation Resource within the Combined Cycle Train.

	FA q, r
	$/MMBtu
	Fuel Adder—The fuel adder is the average cost above the index price Resource r has paid to obtain fuel. Where for a Combined Cycle Train, the Resource r is a Combined Cycle Generation Resource within the Combined Cycle Train. See the Verifiable Cost Manual for additional information.

	OM q, r
	$/MWh
	Variable Operations and Maintenance Cost above LSL—The O&M cost for Resource r to operate above LSL, including an adjustment for emissions costs, as approved in the verifiable cost process.  Where for a Combined Cycle Train, the Resource r is a Combined Cycle Generation Resource within the Combined Cycle Train.  See the Verifiable Cost Manual for additional information.

	CFMLT q, r
	none
	Capacity Factor Multiplier—A multiplier based on the corresponding monthly capacity factor as described in paragraph (1)(d) below. 

	WAFP q, r, h
	$/MMBtu
	Weighted Average Fuel Price—The volume-weighted average intraday, same-day and spot price of fuel submitted to ERCOT during the Adjustment Period for a specific Resource and specific hour within the Operating Day, as described in paragraph (1)(f) below. 

	q
	none
	A QSE.

	r
	none
	A Generation Resource.

	h
	none
	The Operating Hour. 


(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 MOC curve is greater than the SWCAP in $/MWh.  For each Resource contracted by ERCOT under Section 3.14.1, Reliability Must Run, after May 1, 2017, the Mitigated Offer Cap curve will be calculated per Section 4.4.9.4.3, Mitigated Offer Cap for RMR Resources.  These processes for creation of the Mitigated Offer Cap curves will only be in effect for periods between the start and stop dates, as specified in the RMR Agreement.
(b)
The MOC for Energy Storage Resources shall be calculated in accordance with Verifiable Cost Manual Appendix 10, Procedures for Evaluating Costs and Caps for Energy Storage Resources.

(c)
For Quick Start Generation Resources (QSGRs) the MOC shall be adjusted in accordance with Verifiable Cost Manual Appendix 7, Calculation of the Variable O&M Value and Incremental Heat Rate used in Real Time Mitigation for Quick Start Generation Resources (QSGRs).

(d)
The multipliers for the MOC calculation 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.

(e)
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.  

(f)
During the Adjustment Period, a QSE representing a Resource may submit Exceptional Fuel Cost as a volume-weighted average fuel price for use in the MOC calculation for that Resource.  To qualify as Exceptional Fuel Cost, the submission must meet the following conditions:

(i)
For all Resources, the weighted average fuel price must exceed FIP for the applicable Operating Day, plus a threshold parameter value of $1/MMBtu, plus the applicable fuel adder.  For Resources without approved verifiable costs, the fuel adder will be set to the default value assigned to Resources with approved verifiable costs, as defined in the Verifiable Cost Manual.  The threshold parameter value in this paragraph shall be recommended by the Wholesale Market Subcommittee (WMS) and approved by the Technical Advisory Committee (TAC).  ERCOT shall update the threshold value on the first day of the month following TAC approval unless otherwise directed by the TAC.  ERCOT shall provide a Market Notice prior to implementation of a revised parameter value.

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

(i)
For all Resources, the weighted average fuel price must exceed FIPRr for the applicable Operating Day, plus a threshold parameter value of $1/MMBtu, plus the applicable fuel adder.  For Resources without approved verifiable costs, the fuel adder will be set to the default value assigned to Resources with approved verifiable costs, as defined in the Verifiable Cost Manual.  The threshold parameter value in this paragraph shall be recommended by the Wholesale Market Subcommittee (WMS) and approved by the Technical Advisory Committee (TAC).  ERCOT shall update the threshold value on the first day of the month following TAC approval unless otherwise directed by the TAC.  ERCOT shall provide a Market Notice prior to implementation of a revised parameter value.


(ii)
Fixed cost (fees, penalties and similar non-gas costs) may not be included in the calculation of the weighted average fuel price.

(iii)
All intra-day, same day, and spot fuel purchases must be included in the calculation of the weighted average fuel price in paragraph (1) above.  These must account for at least 10% of the total fuel volume burned by the applicable Resource for the hour for which the weighted average fuel price is computed.  As noted in paragraph (l) below, the methodology used in the allocation of the cost and volume of purchased fuel to the Resource for the hour is subject to validation by ERCOT.

(iv)
Weighted average fuel prices must be submitted individually for each Operating Hour for which they are applicable.  Values submitted outside of the Adjustment Period will be rejected and not used in the calculation of the MOC for the designated Operating Hour. 
(g)
ERCOT may notify the Independent Market Monitor (IMM) if a QSE submits an Exceptional Fuel Cost. 

(h)
No later than five Business Days after an Operating Day for which an Exceptional Fuel Cost is submitted, ERCOT shall issue a Market Notice indicating the affected Operating Hours and the number of Resources for which a QSE submitted Exceptional Fuel Cost for a particular Operating Day.

(i)
No later than 1700 Central Prevailing Time (CPT) on the 15th day following an Exceptional Fuel Cost submission, the submitting QSE shall provide ERCOT with the calculation of the weighted average fuel price, intraday or same-day fuel purchases, and any available supporting documentation.  Such information may include, but is not be limited to, documents of the following nature: relevant contracts between the QSE or Resource Entity and fuel supplier, trade logs, transportation, storage, balancing and distribution agreements, calculation of the weighted average fuel price, or any other documentation necessary to support the Exceptional Fuel Cost price and volume for the applicable period(s).

(j)
No later than 1700 Central Prevailing Time (CPT) on the 60th day following an Exceptional Fuel Cost submission, the submitting QSE shall provide ERCOT with all supporting documentation not previously provided to ERCOT.  No supporting documentation will be accepted after the 60th day.

(k)
The accuracy of submitted Exceptional Fuel Cost and the need for purchasing intraday or same-day gas must be attested to by a duly authorized officer or agent of the QSE representing the Resource.  The attestation must be provided in a standardized format acceptable to ERCOT and submitted with the other documentation described in paragraph (i) above.

(l)
ERCOT will use the supporting documentation to validate the Exceptional Fuel Cost for the applicable period. Validation will include, but not be limited to, the cost and the quantity of purchased fuel, Resource-specific heat rates, and the methodology used in the allocation of the cost and volume of purchased fuel to the Resource for the applicable hour used in the weighted average fuel price calculation.  In connection with the validation process ERCOT may request additional documentation or clarification of previously submitted documentation.  Such requests must be honored within ten Business Days.  

(m)
At ERCOT’s sole discretion, submission and follow-up information deadlines may be extended on a case-by-case basis.

4.4.9.4.3
Mitigated Offer Cap for RMR Resources 

(1)
A heat rate, with units of MMBtu/MWh, for a RMR Resource’s Mitigated Offer Cap curve will be calculated and set to the result of the analysis described in paragraph (2) below.  This analysis will be performed monthly.  The heat rate will then be multiplied by the FIP to determine the RMR Resource’s Mitigated Offer Cap curve for use in the SCED process.  The Mitigated Offer Cap curve will have a single price ($/MWh) value for the full operating range of the RMR Resource. 
(2)
The single heat rate value used in paragraph (1) above for an RMR Resource’s Mitigated Offer Cap curve is determined using the steps below.  This analysis should be performed separately for each Resource contracted by ERCOT under Section 3.14.1, Reliability Must Run.  
(a) 
For each Resource that is not a Resource contracted by ERCOT under Section 3.14.1, determine the price ($/MWh) at HSL from the Energy Offer Curve used in step two of SCED for each SCED interval in the study period for each of the analyzed constraints that is binding and divide that price by the absolute value of that Resource’s Shift Factor for the specific constraint.  
(b) 
For each SCED interval for each constraint, identify the largest value that is less than maximum Shadow Price for the specific constraint.  
(c) 
For each SCED interval for each constraint, determine a value equal to the minimum of:

(i)
The value determined in paragraph (b) above plus $50/MWh; and

(ii)
The maximum Shadow Price for the constraint minus $1/MWh
(d) 
For each SCED interval for each constraint, multiply the resulting value from paragraph (c) above by the absolute value of the Shift Factor of the RMR Resource to the specific constraint and divide the value by the FIP for the Operating Day of that SCED interval.  For SCED intervals in which there are multiple analyzed constraints which are binding, the largest value is used for the SCED interval.
(e)
Set the single heat rate value to be used in paragraph (1) above for the RMR Resource as the 99th percentile of the values determined in paragraph (d) above for each of the SCED intervals in the study period.  
(f) 
As soon as practicable, ERCOT shall perform an initial analysis of the relevant price using this methodology for any Resource undergoing an RMR evaluation.
(g)
The Independent Market Monitor (IMM) may expressly object to any particular RMR mitigated offer curve.  If the IMM objects, the procedures for calculating Mitigated Offer Cap curves in this Section for that RMR Resource will be suspended for a duration of time specified by the IMM, and the default process for determining Mitigated Offer Cap curves will be used during that specified time period.
(3) 
The analysis described in paragraph (2) above should be performed using individual SCED interval data for the most recent 60 calendar months up until the date of analysis as the study period.  Transmission constraints considered in the analysis shall be based on those constraints identified in the report of ERCOT’s final assessment of whether the Resource is required to support ERCOT System reliability, as described in paragraph (5) of 3.14.1.2, ERCOT Evaluation.
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 3.14.1.14, Reporting Actual RMR Eligible Costs.  The Mitigated Offer Cap curve verifiable variable O&M and heat rate shall be set in accordance with Section 4.4.9.4.3, Mitigated Offer Cap for RMR Resources.
	[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 3.14.1.14, Reporting Actual RMR Eligible Costs.  The Mitigated Offer Cap curve verifiable variable O&M and heat rate shall be set in accordance with Section 4.4.9.4.3, Mitigated Offer Cap for RMR Resources. 


�Please note NPRR940 also proposes revisions to this section.


�Please note NPRRs 838 and 940 also propose revisions to this section
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