Nodal Protocol Revision Request


	NPRR Number
	
	NPRR Title
	Fuel Index Price Modifications in Verifiable Cost Process 

	Date Posted
	December xx, 2008

	
	

	Nodal Protocol Section(s) Requiring Revision (Include Section No. and Title)
	5.6.1.1 Verifiable Startup Costs

5.6.1.2 Verifiable Minimum-Energy Costs

New Section 9.14.7  Disputes for Verifiable Startup Costs and Verifiable Minimum-Energy Costs

	Revision Description
	Modify the verifiable cost process to include a 10% adder to the Fuel Index Price (FIP).  This NPRR also applies a 10% deadband to FIP when QSEs seek recovery of unforeseen fuel costs after a RUC deployment.



	Reason for Revision
	When submitting verifiable costs, current nodal protocol language only allows recovery of fuel at the FIP.  FIP alone seldom covers all fuel costs incurred by QSEs.  Fuel transport costs, swing contract costs, and imbalance fees are examples of typical costs that are added to the underlying commodity price.   These additional costs can be especially significant when resource owners are forced to buy intra-day gas in order to meet a RUC deployment instructions.

This NPRR provides an adder of 10% to FIP to cover the commodity, transport, swing and imbalance fuel costs in the verifiable cost recovery process.  The impact of FIP plus 10% in the verifiable cost process is primarily twofold:  1) Ensures a closer alignment of cost recovery to actual gas costs for RUC-deployed units that are, by design, committed after the gas markets close, and 2) adds additional headroom to Startup Offer caps and Minimum-Energy offer caps since verifiable costs replace generic caps once verifiable costs are submitted.   

Since a 10% adder to FIP can result in either an over-recovery or an under-recovery of fuel costs (depending on the particular RUC unit’s underlying fuel supply situation), included in this NPRR is a fuel cost recovery deadband of 20%.  QSEs would be precluded from submitting fuel cost recovery after a RUC deployment if fuel costs fall below FIP x 1.2. 

	Overall Market Benefit
	FIP + 10% will better align cost recovery to actual gas costs.   Using FIP alone results in an under-recovery of fuel costs for RUC committed units.  If under-recovery is excessive, the resource owner may be forced into removing the capacity from the market, potentially resulting in an RMR agreement, where all costs associated with the operation of the unit are uplifted.  

	Overall Market Impact
	Unknown.  Depends on the frequency of RUC deployments, the underlying fuel contracts on RUC-deployed units, and the competition levels between fuel suppliers and transporters when purchasing intra-day natural gas.

	Consumer Impact
	Unknown.  Depends on the costs of fuel when purchased intra-day to meet a RUC deployment.  If fuel suppliers charge less than FIP plus 10% for intra-day gas, then QSEs would over-recover.  If fuel suppliers charge between 110% and 120% of FIP, then QSEs would under-recover.

	Credit Implications 

(Yes or No, and summary of impact)
	

	Reason for Revision (from Transition Plan Task Force (TPTF) Charter Scope)
	 FORMCHECKBOX 
(1) Revisions resulting from Commission orders; 

 FORMCHECKBOX 
(2) Clarifications of Protocol language that do not change the intent or technical specifications of the Protocols; 

 FORMCHECKBOX 
(3) Correction of technical errors or processes that are found to not be technically feasible; 

 FORMCHECKBOX 
(4) Revisions to the Protocols necessary to implement the results of the value engineering analysis or to otherwise avoid severe cost impacts; or

 FORMCHECKBOX 
(5) Other (describe):

	TPTF Review (Yes or No, and summary of conclusion)
	


	Quantitative Impacts and Benefits


	Assumptions
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	Market Cost
	
	Impact Area
	Monetary Impact
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	Market Benefit
	
	Impact Area
	Monetary Impact
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	Additional Qualitative Information
	1
	Without the provisions in this NPRR, there is a high probability that resource owners will not recover the total costs of fuel upon receiving RUC instructions, increasing the chances of additional RMR agreements. 
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	Other Comments
	1
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	Sponsor

	Name
	Adrian Pieniazek on behalf of VCWG

	E-mail Address
	adrian.pieniazek@nrgenergy.com

	Company
	NRG Texas LLC

	Phone Number
	713-795-6100

	Cell Number
	512-844-9888

	Market Segment
	Independent Generator


	Market Rules Staff Contact

	Name
	

	E-Mail Address
	

	Phone Number
	


	Proposed Protocol Language Revision


5.6.1.1
Verifiable Startup Costs

The unit-specific verifiable costs for starting a Resource for each cold, intermediate, and hot start condition, as determined using the data submitted under Section 5.6.1, Verifiable Costs, above and the Resource Parameters for the Resource are: 

(a) 
Actual fuel consumption rate per start (MMBtu/start) multiplied by a resource category fuel price.  The resource category fuel prices are Fuel Index Price (FIP) *1.10, Fuel Oil Price (FOP), or $1.50 per MMBtu, as applicable; and 

(b) 
Unit-specific verifiable operation and maintenance expenses. 

5.6.1.2
Verifiable Minimum-Energy Costs 

(1)
The unit-specific verifiable minimum-energy costs for a Resource are: 

(a) 
Actual fuel cost to operate the unit at its LSL; plus

(b) 
Variable operation and maintenance expenses; plus

(c)
Nodal implementation surcharges to operate the unit at its LSL. 

(2)
The QSE must submit the Resource’s cost information by season if the Resource’s costs vary by season.  For gas-fired units, the actual fuel costs must be calculated using the actual seasonal heat rate (which must be supplied to ERCOT with seasonal heat-rate test data) multiplied by the FIP * 1.10.  For coal- and lignite-fired units, the actual fuel costs must be calculated using the actual seasonal heat rate multiplied by a deemed fuel price of $1.50 per MMBtu.  For fuel oil-fired operations, the number of gallons burned must be multiplied by the FOP.

9.14.7
Disputes for Verifiable Startup Costs and Verifiable Minimum-Energy Costs

Settlement Statement or Invoice Recipients may not dispute a Settlement Statement or Invoice related to verifiable startup costs or verifiable minimum-energy costs unless the actual price for natural gasis equal to or greater than FIP * 1.20. [Rlovelace].  I see 3 issues with this language that I believe need to be addressed:

1. If the dispute for startup had nothing to do with FIP, but the fact that they should have received a make-whole credit for startup but ERCOT did not give it to them, then the language above would preclude them from submitting the dispute if the actual fuel price was not greater than 1.2*FIP.  The way this language is structured, nobody will be able to dispute startup or minimum energy issues unless some gas cost is greather than 1.2*FIP. 
2. The actual gas cost in this language is not specified.  Is it supposed to be what the participant paid?  If so, should there be some form of verification that ERCOT must receive that shows what the participant actually paid for the gas?
3. Do we need to specify that this is valid for RUC only or both DA and RUC?   
Perhaps this paragraph could be re-worded to something like this:

QSE’s that wish to dispute the credit received for fuel in the [DA/RUC] startup or minimum-energy make-whole credit may only dispute the fuel component of the startup and minimum energy make-whole credit if the QSE’s verifiable gas purchase is greater than or equal to 1.2 * FIP.  
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