NPRR for RUC  Cancellations:

Garland Comments:  Garland supports this NPRR with the additional clarification that in Section 5.6.4 (2), instead of simply stating “fuel costs,” the wording should specifically mention that fuel costs should also include the costs of selling unused gas at a loss and/or imbalance fees associated with not taking gas that was purchased for the RUC that ERCOT later cancelled leaving the Market Participant in a position of having purchased gas that is now not needed. 
VCWG comments

1. QSE need to prove actual fuel costs

2. this costs are retroactive and not consistent with Nodal verifiable costs which are future costs

3. it is expected that these events will be rare (RUC Cancellation)

4. ERCOT not to pay and wait until the QSE submits a dispute.

5. Garland wants to receive the payment (in dollars) if the gas is sold at a loss.  ERCOT is expected to verify the invoice showing the purchase and sale of the gas.

6. Invoices may include swing contracts, transportation costs, etc.
ERCOT
1. Since this is new Protocol language, the text in the NPRR must be redlined NPRR.
5.6.4
Cancellation of a RUC-Committed Resource
(1)
The calculation of a Make-Whole Payment for a RUC-committed Resource that has been struck in the DRUC or HRUC process but is issued a cancellation instruction from ERCOT prior to or during unit synchronization is governed by Section 5.6.2. 
(2)
If a RUC-committed Resource that is eligible to receive a RUC Guarantee (need to modify this since Resource may receive a Make-Whole payment not a RUC Guarantee) for startup make-whole payment according to Section 5.6.2 (a), (b) and (c), receives an ERCOT Cancellation instruction prior to breaker close, ERCOT shall include the Resource’s submitted and approved verifiable actual (what are “actual costs suppose to be) costs in the Resource’s RUC guarantee.  These costs include all costs that qualify as normal startup expenses, operation and maintenance expenses and fuel costs incurred by the RUC cancellation. (should ERCOT pay the lesser of the Offer or “actual costs)

 (3)
The process for determining the verifiable actual costs for a RUC Cancellation must be developed by ERCOT, 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. 

(4)
The verifiable actual costs for a RUC Cancellation shall only be included in the Resource’s RUC guarantee upon QSE notification of Cancellation by ERCOT and approval of the verifiable actual costs under item (3) above.

3.  There two types of events that the NPRR should address
a) Costs associated with cancellation prior to the Resource firing the unit

b) Costs associated with cancellation prior to reaching breaker close while ramping
NPRR  Modification to FIP in the Verifiable Cost Process:

Garland Comments: Garland supports the FIP*1.10 adder; however, Garland does not support a dead-band (FIP*1.20 as proposed in Section 9.14.7) .  There has been no justification presented for a dead-band above FIP*1.10, much less a 10% range to come up with FIP*1.20. 
1. garland does not support the deadband without further justification

2. it sets caps on what other MP can charge 

3. VCWG needs to come up with the concept and WMS resolve the value

4. Garland wants to have the ability to submit disputes fuel prices above 10% - hence no deadband.

5. Exceptional events were mitigated by introducing a deadband, although some MP do not agree and prefer not to have a deadband an just have the ability to submit disputes above FIP plus 10 percent.

6. should remove the “exceptional” event item and just focus on the cost of fuel

7. Jack:  a pricing defines extremes not an event

8. ERCOT’s understanding is that the disputes apply only to the cost (price) of the commodity (MMBtu).

9. Do we need to allow the cost of replacement?

10. there are no system changes for including the adder or the deadband.

11. need guidelines for ERCOT for accepting dispute

a. transportation costs

b. trading – commodity

c. swing contracts

d. any actual realized costs incurred by MP

e. deliver cost of fuel

12. options to present to WMS

NPRR

> Option 1: 1.X (i.e.10%)

> Option 2: deadband (i.e. 1.Y) – Y maybe 20%

> Recommendation for VCWG

    No consensus on value X 

>     10% without documentation in zonal

· 10% in RMR O&M costs (zonal and Nodal)

· Precedent set by other nodal market (i.e. PJM 10% on reliability)

· Consensus on adding an adder to the fuel price (X)

    VCWG had no real consensus on the need for Deadband  

· Considered as a compromise for situations where X overpays 

VCWG discussion on the value of Y

· VCWG discussed a possible value of 20%, however, there was no consensus on this value

Discussion of Costs exceeding expectation for Options 1 and 2 

(this potentially addresses the exceptional event issue)

· Handle through dispute process

· Define guidelines for dispute approval

VCWG seeks direction from WMS on the following:

· VCWG needs WMS approval or alternative suggestion for the value of X

>     need for Y or Deadband 

· VCWG needs WMS recommendation or suggestions on a value for Y if deadband is approved

Note:  the deadband was discussed to address times when MP costs are under and over paid.  Idea is to balance the costs overtime

13.  XNX

ERCOT Comments: ERCOT thinks that this section needs to be expanded or further clarified.  For example, you probably need to clarify what “actual” price means.  I believe you are referring to the actual fuel price paid by the Resource/QSE as shown in the fuel invoice.

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 gas is equal to or greater than FIP * 1.20.
Another question is regarding units that start with less than 100% natural gas (i.e. fuel oil).  I realize that these maybe a few but there will be some.  Under this condition would you apply the 10% to the entire fuel usage or just a percentage?

