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	VCMRR Number
	010
	VCMRR Title
	Alignment with NPRR714, Real-Time Make-Whole Payment for Exceptional Fuel Cost

	Date of Decision
	October 7, 2015

	Action
	Recommended Approval

	Timeline 
	Normal

	Proposed Effective Date
	To be determined

	Priority and Rank Assigned
	To be determined

	Verifiable Cost Manual Sections Requiring Revision 
	Section 7, Verifiable Fuel Costs

	Related Documents Requiring Revision/Revision Requests
	Nodal Protocol Revision Request (NPRR) 714, Real-Time Make-Whole Payment for Exceptional Fuel Cost

	Revision Description
	NPRR714 proposes to restore the process for Real-Time Make-Whole Payments and Charges to address exceptional fuel cost events.  This Verifiable Cost Manual Revision Request (VCMRR) aligns the Verifiable Cost Manual with the provisions proposed by NPRR714.

	Reason for Revision
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  Addresses current operational issues.
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  Meets Strategic goals (tied to the ERCOT Strategic Plan or directed by the ERCOT Board).
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  Market efficiencies or enhancements
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  Administrative
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  Regulatory requirements
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  Other:  (explain)

(please select all that apply)

	Business Case
	This VCMRR aligns the Verifiable Cost Manual language with the changes proposed in NPRR714.  Consistency between the ERCOT Protocols and manuals is necessary and proper.

	WMS Decision
	On 10/7/15, WMS unanimously voted to recommend approval of VCMRR010 as submitted.  All Market Segments were present for the vote.

	Summary of WMS Discussion
	On 10/7/15 participants noted that the revisions proposed in VCMRR010 are limited in scope to only those revisions necessary for alignment with NPRR714.  


	Sponsor

	Name
	Robert Helton on behalf of the Resource Cost Working Group (RCWG)

	E-mail Address
	Robert.helton@gdfsuzna.com 

	Company
	GDF SUEZ Energy NA

	Phone Number
	713-636-1814

	Cell Number
	832-435-7815

	Market Segment
	Not applicable


	Market Rules Staff Contact

	Name
	Kelly Landry

	E-Mail Address
	klandry@ercot.com 

	Phone Number
	512-248-4630


	Comments Received

	Comment Author
	Comment Summary

	None
	


	Market Rules Notes


None

	Proposed Verifiable Cost Manual Language Revision


Section 7: Verifiable Fuel Costs 
Verification for Real-Time Make-Whole Payments for Exceptional Fuel Costs
For Generation Resources to recover actual costs paid for fuel, per Protocol Section 6.6.3.7, Real-Time Make-Whole Payment for Exceptional Fuel Cost, the actual cost paid for physical delivered fuel must be greater than the fuel price used by ERCOT for the Resource plus the fuel adder plus a threshold fuel price.  The threshold fuel price is set at $2.00/MMBtu.  QSEs that file a fuel dispute must provide supporting documentation that identifies the cost of fuel consumed during the Settlement Intervals where the Resource was dispatched on its Mitigated Offer Curve.  Documentation to justify recovery of fuel costs must be limited to the actual fuel quantity (MMBtus) consumed during the mitigated intervals.  All documentation submitted by the QSE for fuel costs incurred must show a nexus from the seller or distributor of fuel products to the QSE, Resource Entity or Generation Entity as the ultimate buyer.  The QSE must demonstrate that the seller or distributor has procured and delivered fuel.  Power Purchase or Tolling Agreements (PPAs) filed as documentation of proof of fuel costs will not be accepted unless it meets the criteria in paragraph (4)(b) of Protocol Section 9.14.7, Disputes for RUC Make-Whole Payment for Exceptional Fuel Costs.  

Verification for Natural Gas: 

For natural gas, the QSE representing the Resource must provide documentation (invoices, transaction confirmations, etc.) that identifies the delivered cost of spot natural gas consumed during the mitigated intervals.  Spot natural gas includes the following gas purchases only:

· Natural gas purchased during normal daily gas trading for next-day flow up to and including the next trading day (“day-ahead” gas).  Day-ahead gas transactions are typically included in the determination of daily gas price indices, such as Platt’s Gas Daily indices.

· Natural gas purchased after normal daily trading for flow on the current gas day up to and including the next gas trading day (“intra-day” or “same-day” gas).

· Natural gas purchased under contracts for longer periods where the price for daily gas deliveries are based on a daily gas price index (or daily  gas price indices) effective for gas flows on such day.

Verification for Fuel Oil: 
For fuel oil, the QSE representing the Resource must provide documentation that identifies the replacement cost of the fuel oil consumed during the mitigated intervals.  In addition, the QSE representing the Resource must provide documentation indicating the purchase of the replacement fuel oil within 20 days from the time the Resource was mitigated.
	 [VCMRR005:  Insert Subsection below upon system implementation of NPRR664:]






· 
· 
· 


Designation of the Fuel Index Price for Resource (FIPRr) 

Generation Resources can designate whether they purchase natural gas at FIP, Waha, or utilize a combination of both indices. If a Resource does not designate a Fuel Index Price for Resource (FIPRr), the FIPRr will default to FIP. For Resources that designate both indices, the FIPRr will be calculated as follows:

FIPRr = (FIP *FIPFactor) + (WFP* WahaFactor) 

Where: 


FIPFactor = FIPQ/TotalQ


WahaFactor= WahaQ/TotalQ 


TotalQ= FIPQ+WahaQ

And: 


FIPRr = Fuel Index Price for Resource for the Operating Day


FIP = Fuel Index Price as defined in Protocol Section 2, Definitions and 



Acronyms


WFP= Waha Fuel Price for the Operating Day


FIPQ= quantity of fuel purchased at FIP


WahaQ = quantity of fuel purchased from Waha for the period


TotalQ = total fuel purchased for the period from both indices

The FIP and Waha factors will be calculated on an annual basis. If a Resource has designated Waha or a combination of both indices for its FIPRr, supporting documentation will need to be submitted to and verified by ERCOT
. The supporting documentation will need to verify total fuel volumes purchased for the period from each index. Data to support these costs should include, but are not limited to, accounting ledger entries, invoices, and copies of fuel contracts.  All documentation must be based on physical rather than financial transactions.


� Resources that solely utilize FIP do not need to notify ERCOT and will not need to provide supporting documentation. 
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