PRS Report

	NPRR Number
	302
	NPRR Title
	Correct Fuel Type Language for Mitigated Offer Cap

	Timeline
	Urgent
	Action
	Recommended Approval

	Date of Decision
	December 16, 2010

	Proposed Effective Date
	To be determined.

	Priority and Rank Assigned
	To be determined.

	Nodal Protocol Section Requiring Revision
	4.4.9.4.1, Mitigated Offer Cap

	Revision Description
	This Nodal Protocol Revision Request (NPRR) revises the language for the Mitigated Offer Cap to eliminate use of the Fuel Oil Price (FOP) in the calculation.

	Reason for Revision
	The current Nodal Protocol language applies the lesser of the Fuel Index Price (FIP) (the natural gas index) or FOP (the fuel oil index).  This was never intended for the mitigated rate.  Since this level applies to all generation, it was meant as a link to the predominant marginal fuel on the market, which is natural gas.

	Overall Market Benefit
	Correct mitigation levels when such mitigation is needed.  Alleviates disputes needed when mitigation levels are below actual unit costs.

	Overall Market Impact
	None.

	Consumer Impact
	May allow certain mitigated prices to clear higher than under current Nodal Protocols.

	Credit Impacts
	To be determined.

	Procedural History
	· On 12/7/10, NPRR302 was posted.
· On 12/9/10, the motion to grant NPRR302 Urgent status passed via PRS e-mail vote. 

· On 12/15/10, WMS comments were posted.

· On 12/16/10, PRS considered NPRR302.

	PRS Decision 
	On 12/16/10, PRS voted to recommend approval of NPRR302 as submitted.  There was one abstention from the Consumer Market Segment.  All Market Segments were present for the vote.

	Summary of PRS Discussion
	On 12/16/10, it was noted that NPRR302 will prevent the Mitigated Offer Cap from being set based on FOP for units that do not use fuel oil.  Concern was expressed that if FIP increases to a level higher than FOP, the Mitigated Offer Cap for oil-burning units should not be based on FIP.  It was noted, however, that resolving this issue for fuel oil burning units would result in significantly greater impacts to ERCOT than the solution proposed in NPRR302.


	Quantitative Impacts and Benefits


	Assumptions
	1
	Correction to existing policy.
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	Market Cost
	
	Impact Area
	Monetary Impact

	
	1
	None.
	None.

	
	2
	
	

	
	3
	
	

	
	4
	
	

	Market Benefit
	
	Impact Area
	Monetary Impact

	
	1
	Mitigated price correction.
	Generator is appropriately paid without the need to file disputes.
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	Additional Qualitative Information
	1
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	Other Comments
	1
	

	
	2
	

	
	3
	

	
	4
	


	Sponsor

	Name
	Clayton Greer

	E-mail Address
	Clayton.greer@morganstanley.com

	Company
	Morgan Stanley

	Phone Number
	512-639-3993

	Cell Number
	512-497-2986

	Market Segment
	Independent Power Marketer (IPM)


	Market Rules Staff Contact

	Name
	Jonathan Levine

	E-Mail Address
	jlevine@ercot.com

	Phone Number
	512-248-6464


	Comments Received

	Comment Author
	Comment Summary

	WMS 121510
	Unanimously endorsed NPRR302 as submitted.


	Proposed Protocol Language Revision


4.4.9.4.1
Mitigated Offer Cap 

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.  The “Mitigated Offer Cap” is: 

(a)
For a Generation Resource that commences commercial operation after January 1, 2004, ERCOT shall construct an incremental Mitigated Offer Cap curve (Section 6.5.7.3) such that each point on the Mitigated Offer Cap curve (cap vs. output level) is the greater of: 

(i)
14.5 MMBtu/MWh times the FIP; or 

(ii)
The Resource’s verifiable incremental heat rate (MMBtu/MWh) for the output level multiplied by ((Percentage of FIP * FIP) + (Percentage of FOP * FOP))/100, as specified in the Energy Offer Curve, plus verifiable variable O&M cost ($/MWh) times a multiplier described in paragraph (d) below.  

(b)
For all other Generation Resources, each point on the Mitigated Offer Cap curve (cap vs. output level) is the greater of: 

(i)
10.5 MMBtu/MWh times the FIP; or 

(ii)
The Resource’s verifiable incremental heat rate (MMBtu/MWh) for the output level multiplied by ((Percentage of FIP * FIP) + (Percentage of FOP * FOP))/100, as specified in the Energy Offer Curve, plus verifiable variable O&M cost ($/MWh) times a multiplier described in paragraph (d) below. 

(c)
Notwithstanding paragraphs (a)(ii) and (b)(ii) above, the Mitigated Offer Cap verifiable variable O&M cost ($/MWh) for Quick Start Generation Resources (QSGRs) shall incorporate the generic or verifiable O&M cost to start the Resource from first fire to LSL as described in the Verifiable Cost Manual.

(d)
The multipliers for paragraphs (a)(ii) and (b)(ii) 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)
The process for developing the Mitigated Offer Cap in paragraphs (a), (b) and (c) above must be described by ERCOT in a procedure approved by the appropriate Technical Advisory Committee (TAC) subcommittee, and posted to the MIS Secure Area within one Business Day after initial approval, and after each approved change. 
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