Nodal Protocol Revision Request


	NPRR Number
	181
	NPRR Title
	FIP Definition Revision

	Date Posted
	June 10, 2009

	
	

	Nodal Protocol Section Requiring Revision
	Section 2.1, Definitions


	Revision Description
	This Nodal Protocol Revision Request (NPRR) revises the definition of Fuel Index Price (FIP) to correctly account for the timing difference between ERCOT’s application of the FIP in its systems (midnight to midnight) and the timing of natural gas prices reflected by the index (i.e., 10 AM to 9 AM).  The fuel price index published in Gas Daily, in the Daily Price Survey, under the heading “East-Houston-Katy, Houston Ship Channel” for any particular day reflects natural gas prices available to users from hour ending 10 AM of the particular day to hour ending 9 AM of the next day (i.e., the normal “gas day”).  This NPRR also adds a new definition for the term “Gas Day.”
This NPRR also proposes non-substantive administrative changes, such as correcting acronym and defined term usage and section references.  These are shown below with the author “ERCOT Market Rules.”

	Reason for Revision
	Currently, the FIP is defined as the midpoint price expressed in dollars per million British thermal units ($/MMBtu), published in Gas Daily, in the Daily Price Survey, under the heading “East-Houston-Katy, Houston Ship Channel.”  However, this definition fails to recognize that the fuel index price effectively changes at hour ending 9 AM each day for current day.  That is, the index price published today for gas delivered beginning at hour ending 10 AM today reflects actual gas trades made yesterday.  Thus, the published index price represents the price for the “gas day”, which goes from hour ending 10 AM on one day (the day of publication) to hour ending 9 AM on the next day (see graphic below).  The current FIP definition fails to take this time differential into account because ERCOT’s Settlement systems apply the FIP from midnight to midnight. 

	Overall Market Benefit
	More accurate pricing of energy produced from natural gas-fueled generation.

	Overall Market Impact
	Potential for slight change in energy prices (up or down) depending on changes in the FIP.

	Consumer Impact
	Better price signals, minimal cost impact (up or down).

	Credit Implications 

(Yes or No, and summary of impact)
	No

	Submitter Justification for Necessity Prior to the Texas Nodal Market Implementation Date
	Necessary prior to Texas Nodal Market Implementation Date to ensure that energy prices are accurately determined.  Since energy prices will be developed for each generation bus, and over 40% of the energy produced in ERCOT annually comes from natural gas-fueled generation, it is imperative that the FIP used in ERCOT systems accurately reflects actual prices for natural gas that a Generation Resource would experience.  This change will provide increased accuracy for energy prices determined in the ERCOT Nodal Market that rely on the FIP.

	CEO Determination 
(To be completed by ERCOT)
	The ERCOT CEO has determined that NPRR181 is not necessary prior to the Texas Nodal Market Implementation Date.


	Quantitative Impacts and Benefits

	Assumptions
	1
	None.

	
	2
	

	
	3
	

	
	4
	

	Market Cost
	
	Impact Area
	Monetary Impact

	
	1
	None.
	None.

	
	2
	
	

	
	3
	
	

	
	4
	
	

	Market Benefit
	
	Impact Area
	Monetary Impact

	
	1
	Settlement.
	Unable to quantify.

	
	2
	
	

	
	3
	
	

	
	4
	
	

	Additional Qualitative Information
	1
	More accurate pricing for natural gas.

	
	2
	Reduced need for disputes when large daily changes in published index prices result in generation resources under recovering their actual fuel costs.

	
	3
	More closely aligns FIP with actual gas prices experienced by Generation Resources.

	
	4
	

	Other Comments
	1
	

	
	2
	

	
	3
	

	
	4
	


	Sponsor

	Name
	Henry Durrwachter

	E-mail Address
	hdurrwachter@luminant.com

	Company
	Luminant Energy Company LLC

	Phone Number
	(214) 875-9285

	Cell Number
	(214) 437-4622

	Market Segment
	Investor-Owned Utility (IOU)


	Market Rules Staff Contact

	Name
	Jonathan Levine

	E-Mail Address
	jlevine@ercot.com

	Phone Number
	(512) 248-6464


	Comments


The following graphic illustrates the proposed methodology.
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	Proposed Protocol Language Revision


Section 2.1 Definitions

Fuel Index Price (FIP)

The midpoint price expressed in dollars per million British thermal units ($/MMBtu), published in Gas Daily, in the Daily Price Survey, under the heading “East-Houston-Katy, Houston Ship Channel” for the previous Gas Day applicable to the hour ending 0100 through hour ending 0900 of the current Operating Day.  For hour ending 1000 through hour ending 2400 of the current Operating Day, the FIP is the midpoint price expressed in dollars per million British thermal units ($/MMBtu), published in Gas Daily, in the Daily Price Survey, under the heading “East-Houston-Katy, Houston Ship Channel” for the current Gas Day.  The Gas Daily indicates which flow dates for the Gas Day that the prices are effective.  For Saturdays, Sundays, holidays, and other days for which Gas Daily does not publish an effective price, the effective price shall be the effective price for the Gas Day following the holiday or day without a published price.  If, at the time of calculation of peaking operating cost of System-Wide Offer Cap (SWCAP), or at the time of Settlement or calculation of generic costs, the described midpoint price for a particular Gas Day is not available, the effective price for the most recent preceding Gas Day shall be used.

Gas Day

The 24 hour period containing hour ending 1000 of the Operating Day and concluding at hour ending 0900 the day following the Operating Day.  
FIP = $4.50
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Proposed Methodology
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