Nodal Protocol Revision Request


	NPRR Number
	485
	NPRR Title
	Clarification for Fuel Adder Provisions

	Date Posted
	October 1, 2012

	
	

	Requested Resolution \
	Urgent.  Due to the frequency of mitigated offer curves setting the Locational Marginal Prices (LMP) in the market, it is imperative that fuel costs are accurately accounted for in the mitigated offer cap calculation.  Urgency is requested to allow for the verifiable cost process to proceed as soon as possible.

	Nodal Protocol Sections Requiring Revision 
	4.4.9.4.1, Mitigated Offer Cap
5.6.1.1, Verifiable Startup Costs

5.6.1.2, Verifiable Minimum-Energy Costs

	Market Guide Section(s) Requiring Revision 
	None. 

	Revision Description
	This Nodal Protocol Revision Request (NPRR) will provide for consistent application of the fuel adder that is meant to compensate Resources for the actual cost of transporting and purchasing fuel on the spot market across Mitigated Offer Caps and Reliability Unit Commitment (RUC) instructions, as well as, allow for Resource-specific verifiable costs to be submitted and verified by ERCOT.  The Verifiable Cost Manual is currently undergoing updates to provide for consistent application of the value of X across Mitigated Offer Caps and RUC instructions, where the value of X is meant to compensate Resources for the actual cost of transporting and purchasing fuel purchased on the spot market.  The fuel adder ($/MMBtu) cost may be submitted for each Resource and verified by ERCOT.  The current default value of $0.50/MMBtu will continue to be used by ERCOT when no specific fuel adder has been provided for a Resource.  Slight clean-up language is also needed to point to the Verifiable Cost Manual for methodology used to verify those costs, and to define the methodologies used to account for the fuel costs above the Houston Ship Channel price.   

	Reason for Revision
	Clarifies the Nodal Protocol language to allow for consistent application of fuel adders as provided to ERCOT through the verifiable cost process.

	Credit Implications 


	To be determined. 


	Business Case


	Business Case
	1
	The Verifiable Cost Manual will provide the details with regard to the documentation of fuel adder costs required for determining an appropriate all-in fuel cost for use in calculating the appropriate daily mitigated offer curve. The changes proposed in this NPRR are intended to align both the Protocols and the Verifiable Cost Manual, while leaving the more detailed calculations in the Verifiable Cost Manual.
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	Sponsor

	Name
	Sherry Looney

	E-mail Address
	Sherry.looney@luminant.com

	Company
	Luminant Energy Company, LLC

	Phone Number
	214-875-9278

	Cell Number
	469-688-7607

	Market Segment
	Investor Owned Utility (IOU)


	Market Rules Staff Contact

	Name
	Sonja B. Mingo 

	E-Mail Address
	smingo@ercot.com 

	Phone Number
	512-248-6463


	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 Resource contracted by ERCOT under paragraph (2) of Section 6.5.1.1, ERCOT Control Area Authority, ERCOT shall increase the O&M cost such that every point on the Mitigated Offer Cap curve (cap vs. output level) is greater than the SWCAP in $/MWh.
(b)
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)  plus consideration of a fuel adder that compensates for the transportation and purchasing of spot fuel as described in the Verifiable Cost Manual 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 (e) below.  

(c)
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) plus consideration of a fuel adder that compensates for the transportation and purchasing of spot fuel as described in the Verifiable Cost Manual 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 (e) below. 

(d)
Notwithstanding paragraphs (b)(ii) and (c)(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 including the startup fuel, plus a minimum energy component to account for LSL commitment costs, and consideration of a fuel adder that compensates for the transportation and purchasing of spot fuel as described in the Verifiable Cost Manual.

(e)
The multipliers for paragraphs (b)(ii) and (c)(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.

(f)
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. 

(g)
The process for developing the Mitigated Offer Cap in paragraphs (a), (b), (c), and (d) 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. 

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, and the Resource Parameters for the Resource are: 

(a) 
Actual fuel consumption rate per start (MMBtu/start) multiplied by a resource fuel price plus consideration of a fuel adder that compensates for the transportation and purchasing of spot fuel as described in the Verifiable Cost Manual;

(b) 
Unit-specific verifiable or standard O&M expenses; and

(c)
NIS to operate the Resource from breaker close to its LSL, as described in the Verifiable Cost Manual. 

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 including a fuel adder that compensates for the transportation and purchasing of spot fuel as described in the Verifiable Cost Manual; plus

(b)
Verifiable or standard variable O&M expenses; plus

(c)
NIS 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 fuel price plus consideration of a fuel adder that compensates for the transportation and purchasing of spot fuel as described in the Verifiable Cost Manual.  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.
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