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Section 1 – Introduction
This white paper details the Verifiable Cost implementation plan that will be effective upon approval of the Verifiable Cost Manual and will expire upon implementation of the Texas Nodal Market.  If any provision in this document is in conflict with the Nodal Protocols, then the Protocols prevail to the extent of the inconsistency.

Section 2 – Statement of Purpose
During the transition from a Zonal to a Nodal market, QSEs may submit Verifiable Cost data.  The objective of this paper is to detail the process and rules that will govern these submissions because the provisions within the Verifiable Cost Manual only apply to submissions occurring after Nodal implementation.

It is important to note that, while Verifiable Costs may be approved prior to Nodal implementation, they will not replace cost caps, provide cost recovery, or be used in any similar manner until the Texas Nodal Market is implemented.
Section 3 – Timeline for Submitting Verifiable Costs by Resource Type
Prior to Nodal implementation, ERCOT will review Verifiable Cost submissions on a rolling basis according to generator type.  This is to ensure ERCOT has sufficient time and flexibility to review cost submissions that are made during the infancy of the Verifiable Cost Process.  QSEs should, therefore, submit their Verifiable Costs according to the timelines shown below in Figure 1 and Figure 2. 
There are approximately 540 Resources registered with ERCOT, as is shown below in Figure 3.  While not all of these Resources will submit Verifiable Costs, ERCOT is unsure of what the actual participation rate will be and, therefore, used the amounts shown in Figure 3 as a frame of reference when coming up with the submission timeline.  ERCOT developed the timeline with the hope of allocating its anticipated workload evenly, accounting for the number of each resource type, the relative complexity of each resource type’s costs, and the expectation that productivity will increase over time as familiarity increases. 
Figure 1 lists the first date that a QSE may submit Verifiable Costs for a given type of generator.  While
 ERCOT will review Verifiable Cost submissions on a rolling basis and while costs may be submitted at any time after the appropriate date shown in Figure 1, ERCOT strongly suggests QSEs submit their Resources’ costs as soon as is allowed under Figure 1.  By following this timeline, ERCOT will be able to compare submissions for similar Resources and will reduce the risk of not meeting its review deadlines, which are described in Section 4.
For combined cycle plants, the first date that a QSE may submit Verifiable Costs is determined by the largest simple cycle combustion turbine in the train, as shown in Figure 1.  If a QSE wishes to submit Verifiable Cost data for a combined cycle plant, the QSE must submit data for each registered configuration and must submit all data for all configurations simultaneously.
Figure 1:  Verifiable Cost Submissions by Generator Type
	Type of Generator
	Abbreviation
	First Date Costs may be Submitted* 

	Simple Cycle Greater than 90MW
	SCGT90
	3/1/08

	Simple Cycle Less than or Equal to 90MW
	SCLE90
	4/1/08

	Gas Steam Non-Reheat
	GSNONR
	5/1/08

	Gas Steam Reheat Boiler
	GSREH
	5/1/08

	Gas Steam Super Critical Boiler
	GSSUP
	6/1/08

	Combined Cycle Less than or Equal to 90MW
	CCLE90
	7/1/08

	Combined Cycle Greater than 90MW
	CCGT90
	8/1/08

	Coal Lignite
	CLIG
	9/1/08


*Note:  Timeline based on WMS approval of the Verifiable Cost Manual in January 2008.
Figure 2:  Timeline to Submit Verifiable Costs by Generator Type
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Figure 3:  Resources by Fuel Categories

	Name
	Symbol
	Number of Units

	Combined Cycle Greater than 90MW
	CCGT90
	156

	Combined Cycle Less than or Equal to 90MW
	CCLE90
	73

	Coal Lignite
	CLIG
	28

	Gas Steam Non-Reheat
	GSNONR
	42

	Gas Steam Reheat Boiler
	GSREH
	71

	Gas Steam Super Critical Boiler
	GSSUP
	82

	Simple Cycle Greater than 90MW
	SCGT90
	9

	Simple Cycle Less than or Equal to 90MW
	SCLE90
	78


Section 4 – Verifiable Cost Submission and Review Processes 
This section of the Verifiable Cost Implementation Plan details the processes and procedures to be used for the submission and approval of Verifiable Costs prior to Nodal implementation.
A Resource initiates the Verifiable Cost Process by submitting their Verifiable Costs to the Verifiable Cost Management System using the eEnergy website.  While Verifiable Costs may be submitted prior to Nodal implementation, they will not take effect until the Texas Nodal Market is implemented.
When submitting Verifiable Costs, Resources must include the following:

· the Verifiable Cost Template with all relevant fields completed;

· 
· electronic copies of supporting documentation and any required affidavits and signatures; 

· a list of any physical supporting documentation that is being sent to ERCOT; and

· any other relevant materials that this document requires to be submitted. 

Verifiable Costs submitted to ERCOT before implementation of the Texas Nodal Market will be reviewed based on the following timeline:  

1. After receiving a Resource’s Verifiable Cost data via a service request, ERCOT will review the data for accuracy and to ensure the submission has met all of the requirements set forth within ERCOT’s Verifiable Cost Manual.

2. Within twenty-five (25) business days from the date on which the data is submitted, ERCOT will inform the submitting QSE whether the submission was approved, rejected, incomplete, or needs additional supporting documentation.  If a submission is complete and ERCOT does not require any additional information, ERCOT will approve or reject the submitted Verifiable Costs within these twenty business days.
3. A QSE must submit all additional information that ERCOT requests and must do so no later than thirty (30) business days after ERCOT first requests it.
4. Upon receiving additional documentation, ERCOT will acknowledge receipt and review it for completeness within twenty-five (25) business days.  ERCOT will not postpone review until a QSE’s submission deadline has passed.  If a submission is complete and ERCOT does not require any additional information, ERCOT will approve or reject the submitted Verifiable Costs within these twenty-five business days.
5. If during the review process ERCOT determines all or part of the costs submitted by a QSE should be rejected, ERCOT will inform the submitting QSE of this fact and will do so prior to making a final decision.  Once informed that ERCOT plans to reject submitted cost(s), a QSE may request a review meeting.  
A review meeting is an informal meeting to discuss ERCOT’s and a QSE’s respective positions and may take place by phone.  The meeting will take place between representative(s) of the QSE, representative(s) of ERCOT’s Settlements and Billing group, and other appropriate ERCOT staff.

ERCOT will make a good faith effort to schedule any review meetings requested but, due to the limited availability of staff and the potential for a great number of such requests, ERCOT is not required to schedule or attend such meetings.  
Within five (5) business days of receiving a request for a review meeting, ERCOT will determine whether a review meeting is possible and will inform the requesting QSE of this determination.  If a QSE requests a review meeting but ERCOT is unable to schedule one, ERCOT’s review deadlines will be extended by five (5) business days.
If ERCOT is able to schedule a review meeting, it will be treated as a submission of new information or documentation under paragraph 4 of this section.
6. From the time that ERCOT’s final decision is available on the VCMS, QSEs have five (5) business days to either accept or reject any amounts approved by ERCOT.  Failure to accept or reject ERCOT’s approvable amounts within these five business days will be deemed as acceptance.
7. At any time during the approval process, ERCOT may request additional information from a QSE.  All requests must be fulfilled within thirty (30) days.

8. If ERCOT does not approve a Resource’s Verifiable Costs, the QSE representing the Resource may file a dispute in accordance with the procedure described in Section 11:  Appealing Rejected Verifiable Costs of the Verifiable Cost Manual.
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Section 5 – Timeline for Rescinding Approval of Verifiable Costs
The processes for rescinding approval of Verifiable Costs that are submitted prior to Nodal implementation are identical to those described in Section 10: Timeline for Rescinding Approval of Verifiable Costs of the Verifiable Cost Manual.  
Section 6 – Appealing Rejected Verifiable Costs
The processes for appealing rejected Verifiable Costs that are submitted prior Nodal implementation are identical to those described in Section 11: Appealing Rejected Verifiable Costs of the Verifiable Cost Manual.  
Scott, need to add language that addresses that ERCOT will make all reasonable efforts to schedule a meeting with QSEs during the first appeal process.  I guess we need to add language in the Manual as well.  
Ino, we don’t have to add this to the Manual at this time (unless you want to)…SDAWG said they were fine with it only during implementation…My first thought is to exclude it from the Manual that way we can see how the “meeting” BEFORE appeal---you said meeting as part of the first appeal, it would before we actually reject their costs and thus before an appeal—goes…if this meeting is beneficial, we can add it to the Manual…if we don’t have the time/availability or if the meeting isn’t helpful I think it’d be harder to remove it from the Manual once its approved rather than to add it later on.  What do you think? 

























































































































































�This is the language I had in the first version that went to SDAWG, make sure you’re okay with this.
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Chart 1:  Verifiable Cost Submission Timeline
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