Verifiable Cost Manual Revision Request


	VCMRR Number
	DRAFT
	VCMRR Title
	Submission of Fuel Costs

	Date Posted
	

	
	

	Verifiable Cost Manual Sections Requiring Revision
	3, Verifiable Startup Costs – Submitting Startup Costs – Adjustments to Verified Startup Fuel Consumption
Appendix 6, Calculation and Application of Proxy Heat Rate and the Value of X.

	Protocol Section(s) Requiring Revision
	Not applicable.

	Revision Description
	This Verifiable Cost Manual Revision Request (VCMRR) revises the grey-boxed language that was added to the Verifiable Cost Manual following the approval of Nodal Protocol Revision Request (NPRR) 485, Clarification for Fuel Adder Provisions, and modifies the types of fuel costs Resources may submit.

	Reason for Revision
	At its 10/9/13 meeting, WMS directed the Resource Cost Working Group (RCWG) to develop a VCMRR to clarify the NPRR485 grey box with the following instruction:  “Mitigated fuel costs are intended to allow a Resource to be compensated for its total fuel cost, through a 12-month rolling average, updated and reviewed by ERCOT quarterly.”  Following further discussion at the 11/13/13 WMS meeting, WMS voted to direct RCWG to file this VCMRR.


	Business Case


	1
	Describe qualitative benefits 
· Examples:  regulatory requirement, data transparency enhancement, etc.

	2
	Explain in detail possible benefit calculations to support quantifiable benefits 
· Example:  change is expected to save 50 market participants 25 hours/week at $65/hour

	3
	Comment on impacts to market segments 
· Example:  potential positive impact to consumer segment in the form of lower energy prices

	4
	   

	5
	


	Sponsor

	Name
	Bill Hellinghausen on behalf of the Resource Cost Working Group (RCWG)

	E-mail Address
	Bill.Hellinghausen@edftrading.com

	Company
	EDF Trading North America LLC

	Phone Number
	281-653-1680

	Cell Number
	

	Market Segment
	Not applicable


	Market Rules Staff Contact

	Name
	

	E-Mail Address
	

	Phone Number
	


	Proposed Manual Language Revision


Adjustments to Verified Startup Fuel Consumption

Verified Startup Fuel Consumption is subject to two adjustments.  The first adjustment is based on a Proxy Heat Rate that approximates Real Time revenues received by Resources while ramping between breaker close and LSL (see Appendix 5 and 6).  The second adjustment is based on a fuel adder (value of X – VOX) to account for the difference between spot gas prices, transportation costs, and FIP as described in the Nodal Protocols, Section 5.6.1.1 Verifiable Startup Costs  and Appendix 6.  The fuel adder adjustment described in Appendix 6 applies to all Resource fuel types, including natural gas, fuel oil and solid fuel generators.

Filing Entities may elect to submit a fuel adder ($/MMBtu) as outlined in Appendix 6 in this manual for QSGRs (QSVOX) for verification by ERCOT.  On at least an annual basis, the Filing Entity must provide documentation that establishes the historical costs for fuel, including transportation, spot fuel, and any additional verifiable cost associated with fuel contracts that can be easily differentiated from the standard commodity cost of fuel.  The fuel adder is the difference between the Filing Entity’s average fuel price paid (including all fees) and the FIP.  The Filing Entity shall provide one year’s supporting data to verify total fuel costs and must be able to identify the historic transportation costs and spot fuel costs from historical accounting practices.  Data to support these costs should include, but not be limited to, accounting ledger entries, invoices, and copies of fuel contracts.
	
Filing Entities may elect to submit an actual fuel adder ($/MMBtu) for each Resource for verification by ERCOT.  For any Filing Entity that submits actual verifiable costs but does not establish a fuel adder in those costs, the fuel adder will default to $0.50/MMBtu, and is included in the value of X (VOX) as described in Appendix 6, Calculation and Application of Proxy Heat Rate and the Value of X.  Any Filling Entity that submits an actual fuel adder, on a quarterly basis, must provide documentation that establishes the historical costs for fuel, including transportation, spot fuel, and any additional verifiable cost associated with fuel contracts that can be easily differentiated from the standard commodity cost of fuel.  The fuel adder for a rolling 12-month period is the difference between the Filing Entity’s average fuel price paid (including all fees) during the period and FIP.  The Filing Entity shall provide rolling 12-month supporting data to verify total purchase fuel costs.  Data to support these costs should include, but are not limited to, accounting ledger entries, invoices, and copies of fuel contracts.  In addition, the actual costs used to calculate the fuel adder may include, but are not limited to, the following categories: transportation, deliveries, storage, injection, withdrawal, imbalance, and minimum requirements fees.  Other costs not described herein may be included and approved by ERCOT.
Note:  Review and approval of fuel costs follows the same timeline as verifiable costs; however, ERCOT may require additional time to verify the fuel costs based on the complexity of the submission.  In such case, ERCOT will notify the Filing Entity within 15 Business Days of submission if additional time is needed. 


Appendix 6: Calculation and Application of Proxy Heat Rate and the Value of X
Proxy Heat Rate (MMBtu/MWh) = Average (based on values for one standard deviation from the Arithmetic Mean) ERCOT Day-Ahead Hub Price (in period) (DASPP ERCOT345BUS )/Average Fuel Price Index (FIP)($/MMBtu) for the same period.  The PHR shall be based on the minimum of a 12 month rolling average or all available PHR values.  The value of X (VOX) = $0.50/ Average Fuel Price Index (FIP) ($/MMBtu) (in period).

The PHR is used to estimate the payments received in Real Time by Resources ramping from breaker close to LSL (see Appendix 5 for additional details).  These estimated payments are removed from the RUC Guarantee indirectly by subtracting the product of the PHR and average generation (from breaker close to LSL) from the Resource’s approved fuel rate, which is used to establish the RUC Guarantee.  

The value of x (VOX) is used to compensate Resources for the actual cost of transporting and purchasing spot fuel when they receive RUC instructions.  The Quick Start value of X (QSVOX) is used to compensate QSGRs for the actual cost of transporting and purchasing spot fuel for the calculation of Mitigated Offer Caps. QSVOX = fuel adder ($/MMBtu) / Average Fuel Price Index (FIP) ($MMBtu) (in period).  The fuel adder ($/MMBtu) cost may be submitted for each QSGR and verified by ERCOT based on supporting documentation of sufficient detail to allow for the verification of the cost of the fuel(s) consumed by the QSGR.  The product of the verified fuel rate and VOX is used to adjust the fuel rate value used to calculate Startup Fuel costs.  The product of the verified minimum energy heat rate (average heat rate) and VOX is the adjusted heat rate used to calculate minimum energy costs.  For QSGRs, the product of the incremental heat rate (plus a Minimum Energy Component) and QSVOX is added to the incremental energy heat rate.  The product of the verified startup fuel and QSVOX is added to the variable O&M used in the calculation of the Mitigated Offer Cap (MOC) curve.  See Appendix 5 and 7 for sample calculations of how the VOX and QSVOX are applied to Resource Start-up, Min Energy and Mitigated Offer Caps.

	[Replace paragraph above with the following upon WMS approval of the implementation plan”]:

The value of X (VOX) is used to compensate Resources for the actual cost of transporting and purchasing spot fuel for the calculation of Mitigated Offer Caps and when they receive RUC instructions.  VOX = 0.5 ($/MMBtu) / Average Fuel Price Index (FIP) ($/MMBtu) (in a 15 day period – see item 2 below).  The product of the fuel rate and VOX is added to the approved fuel rate values for each of Startup Fuel, minimum energy heat rate, and incremental energy heat rate.  However, if fuel costs have been submitted and approved by ERCOT, the fuel adder will replace VOX.
For additional information on the fuel adder, see Section 3, Verifiable Startup Costs – Submitting Startup Costs – Adjustments to Verified Startup Fuel Consumption. 


1. The effective period for changing a Resource fuel rate by the PHR and VOX is the first day of each month through the end of the same month.

2. The period for calculating the PHR, VOX and QSVOX is the first 15 days of the month prior to the effective month.

3. ERCOT shall calculate the new fuel rate values using the PHR and VOX and publish the results 8 days prior to the first day of each effective month.

4. ERCOT publishes the PHR on the Market Information System (MIS) Public Area and both PHR and VOX on the MIS Public reference Data Extract (PRDE). 
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