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	VCMRR Number
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	VCMRR Title
	Related to NPRR970, Reliability Unit Commitment (RUC) Fuel Dispute Process Clarification

	Date of Decision
	January 29, 2020

	Action
	Recommended Approval

	Timeline 
	Normal

	Proposed Effective Date
	Upon system implementation of Nodal Protocol Revision Request (NPRR) 970, Reliability Unit Commitment (RUC) Fuel Dispute Process Clarification

	Priority and Rank Assigned
	Not applicable

	Verifiable Cost Manual Sections Requiring Revision 
	Appendix 8: Procedure for evaluating actual fuel prices for Reliability Unit Commitments (RUC) (delete)

	Related Documents Requiring Revision/Related Revision Requests
	NPRR970

	Revision Description
	This Verifiable Cost Manual Revision Request (VCMRR) aligns Verifiable Cost Manual language with Protocol language proposed in NPRR970, as well as revisions made in NPRR617, Energy Offer Flexibility, by removing Appendix 8. 

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

	Business Case
	The methodology described in Appendix 8 has been superseded by Protocol revisions made in in NPRR617 and by clarifications proposed in NPRR970.  NPRR617 revised Protocol Section 5.7.1.1, RUC Guarantee, to clarify how the startup price and minimum energy price are calculated for purposes of determining the RUC Guarantee.  NPRR970 proposes clarifications regarding how fuel prices are used to calculate the RUC Guarantee.  Deletion of Appendix 8 will align the ERCOT Protocols and the Verifiable Cost Manual; and help prevent potential confusion regarding the applicable rules governing fuel price disputes.

	WMS Decision
	On 11/6/19, WMS unanimously voted to recommend approval of VCMRR026 as submitted.  All Market Segments were present for the vote.
On 12/4/19, WMS unanimously voted to endorse and forward to TAC the 11/6/19 WMS Report and Impact Analysis for VCMRR026.  All Market Segments were present for the vote.

	Summary of WMS Discussion
	On 11/6/19, there was no discussion. 
On 12/4/19, there was no discussion.

	TAC Decision
	On 1/29/20, TAC unanimously voted to recommend approval of VCMRR026 as recommended by WMS in the 12/4/19 WMS Report.  All Market Segments were present for the vote.

	Summary of TAC Discussion
	On 1/29/20, there was no discussion.

	ERCOT Opinion
	ERCOT supports approval of VCMRR026.



	Sponsor

	Name
	Ino González; Magie Shanks

	E-mail Address
	Ino.Gonzalez@ercot.com; Magie.Shanks@ercot.com

	Company
	ERCOT

	Phone Number
	512-248-3954; 512-248-6472

	Cell Number
	

	Market Segment
	Not applicable



	Market Rules Staff Contact

	Name
	Cory Phillips

	E-Mail Address
	Cory.phillips@ercot.com

	Phone Number
	512-248-6464



	Comments Received

	Comment Author
	Comment Summary

	None
	



	Market Rules Notes


Please note that baseline Verifiable Cost Manual language in Appendix 8 has been updated to reflect the incorporation of VCMRR023, Related to NPRR940, Removal of Language Related to NPRR664, Fuel Index Price for Resource Definition and Real-Time Make-Whole Payments for Exceptional Fuel Cost Events, into the 11/1/19 Verifiable Cost Manual.
	Proposed Verifiable Cost Manual Language Revision
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Appendix 8:  [RESERVED]Procedure for evaluating actual fuel prices for Reliability Unit Commitments (RUC)
[bookmark: _Toc262556673][bookmark: _Toc378853735][bookmark: _Toc467153329][bookmark: _Toc521928687]Description
[bookmark: _Toc262556674]Per Nodal Protocol Section 9.14.7, Disputes for RUC Make-Whole Payment for Exceptional Fuel Costs, QSEs may recover the actual price of fuel paid for providing a Reliability Unit Commitment (RUC) if the actual fuel price is higher than FIP (or FOP) plus fuel adder.  This procedure describes the methodology ERCOT will use to determine the startup price (SUPR) and Minimum-Energy Price (MEPR) for such disputes.
[bookmark: _Toc262556675]
[bookmark: _Toc378853736][bookmark: _Toc467153330][bookmark: _Toc521928688]Procedure
There are four possible scenarios that may arise from QSEs disputing additional fuel compensation.  

1.	 Resource has no approved Verifiable Costs nor approved Offers
2.	 Resource has no approved Verifiable Costs with approved Offers
3.	 Resource has approved Verifiable Costs but no approved Offers
4.	 Resource has Approved Verifiable Costs and approved Offers


Scenario 1: Resource has no approved Verifiable Costs nor approved Offers

SUPR	
	Since the Resource has no verifiable costs approved, there is no fuel rate value to calculate the cost of fuel.  SUPR = 0
MEPR
	MEPR ($/MWh) = HRGeneric * AFPrice
Where,
	HRGeneric = Generic Heat Rate for the technology type as defined in paragraph (2) of Protocol Section 4.4.9.2.3, Startup Offer and Minimum-Energy Offer Generic Caps
	AFPrice = Actual Fuel Price in $/MMBtu


Scenario 2: Resource has no approved Verifiable Costs with approved Offers

SUPR	
	Since the Resource has no verifiable costs approved, there is no fuel rate value to calculate the cost of fuel.  SUPR = 0
MEPR
	MEPR ($/MWh) = HROffer * AFPrice
Where,
	HROffer = MEO / (FIP/FOP)
	AFPrice = Actual Fuel Price in $/MMBtu
Note:  The Heat Rate with the Offer (HROffer) is used instead of the Generic Heat Rate otherwise the Resource could be paid more than what it Offered.  The maximum (Cap) Heat Rate value the QSE can submit with an Offer is the Generic Heat Rate.  Therefore, ERCOT will calculate the HR with the Offer to establish the value of MEPR.

Scenario 3: Resource has approved Verifiable Costs but no approved Offers

SUPR	
	SUPR ($) = VC Fuel * AFPrice + O&MVC
	MEPR ($/MWh) = AHRVC * AFPrice + O&MVC
Where,
	VC Fuel = Approved and adjusted startup Fuel (adjusted by VOXR)
	O&MVC = Approved verifiable O&M
	AHRVC = Approved and adjusted average Heat Rate at LSL (adjusted by VOXR)
	AFPrice = Actual Fuel Price in $/MMBtu


Scenario 4: Resource has approved Verifiable Costs and approved Offers


Offers < than Cap
When offers are less than the Cap, it is assumed that the QSE has used a lower O&M value to construct its Offers since it’s unlikely a lower fuel rate or price was used.
Therefore, 
	SUO = VC Fuel * FIP/FOP + O&MNew
Where, 
	VC Fuel = approved and adjusted fuel rate (adjusted by VOXR)
	SUO = startup offer submitted by QSE, and 
	O&MNew =Max (0, SUOq,r,s  - (VC Fuel * FIP/FOP))
Or
	SUONew ($) = VC Fuel * AFPrice + O&MNew  
Where, 
	SUONew = new startup offer submitted by QSE, and 
	SUPR ($) = SUONew
And 
	MEO = HRVC * FIP/FOP + O&MNew-LSL
Where,
	HRVC = approved and adjusted heat rate (adjusted by VOX)
	MEO = Minimum Energy offer submitted by QSE, and 
	O&MNew-LSL = Max (0, MEO – VC Heat Rate * FIP/FOP)
Then
	MEPR ($/MWh) = HRVC * AFPrice + O&MNew-LSL

If the Resource does not have approved O&M at Min Energy, then HRVC is replaced with HROffer.

Or
	MEPR = HROffer * AFPrice
Where,
	HROffer = MEO / (FIP/FOP)

Offers = Cap
	SUPR = VC Fuel * AFPrice + O&MVC
Where, 
	O&MVC = Approved O&M
And 
	MEPR = HRVC * AFPrice
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