Nodal Protocol Revision Request
	NPRR Number
	1346
	NPRR Title
	Updates to the Fuel Oil Price (FOP)

	Date Posted
	August 17, 2026

	
	

	Requested Resolution 
	Normal

	Nodal Protocol Sections Requiring Revision 
	
Section 2.1, Definitions 


	Related Documents Requiring Revision/Related Revision Requests
	None

	Revision Description
	This Nodal Protocol Revision Request (NPRR) revises the transportation-cost allowance incorporated into the Fuel Oil Price (FOP) by increasing the adder from $0.05 per gallon to $0.10 per gallon. The NPRR updates the FOP definition in Section 2.1, Definitions.
The revision maintains the existing fuel oil index methodology and conversion factor while updating a transportation-cost assumption that has remained substantially unchanged since implementation of the Nodal market more than 15 years ago.
The proposed change improves the accuracy of fuel oil pricing assumptions used for reliability services and cost recovery calculations by better reflecting current transportation costs associated with the delivery and replenishment of fuel oil inventories.

	Reason for Revision
	  Strategic Plan Objective 1 – Be an industry leader for grid reliability and resilience
  Strategic Plan Objective 2 - Enhance the ERCOT region’s economic competitiveness with respect to trends in wholesale power rates and retail electricity prices to consumers
  Strategic Plan Objective 3 - Advance ERCOT, Inc. as an independent leading industry expert and an employer of choice by fostering innovation, investing in our people, and emphasizing the importance of our mission
[image: ]  General system and/or process improvement(s)
  Regulatory requirements
  ERCOT Board/PUCT Directive

(please select ONLY ONE – if more than one apply, please select the ONE that is most relevant)

	Justification of Reason for Revision and Market Impacts
	The current Fuel Oil Price (FOP) definition includes a transportation-cost allowance of $0.05 per gallon. While the underlying fuel oil index and conversion methodology have continued to reflect market conditions, the transportation-cost component has remained unchanged for many years despite material increases in transportation and freight costs since implementation of the Nodal market. As a result, the current allowance no longer reasonably reflects the costs associated with transporting fuel oil used for reliability and emergency operations.
The transportation-cost allowance incorporated into FOP is intended to provide a standardized approximation of costs associated with delivering fuel oil to Resources. Industry reports and transportation-cost indices demonstrate that trucking and freight costs have increased materially over time due to increased labor, equipment, maintenance, fuel, insurance, and other transportation-related expenses. Although transportation costs vary by location and delivery circumstances, the existing $0.05 per gallon allowance is increasingly disconnected from current transportation cost conditions and should be updated to provide a more reasonable proxy for delivered fuel costs.
The proposed revision updates the transportation-cost allowance from $0.05 per gallon to $0.10 per gallon while preserving the existing FOP methodology. The revision does not modify the underlying fuel oil index, conversion factor, or broader fuel cost framework. Rather, it updates a single transportation-cost parameter to better reflect present-day transportation costs while maintaining the simplicity and administrative efficiency of the existing methodology.
Approval of this NPRR will support corresponding updates in a subsequent Firm Fuel Supply Service (FFSS) NPRR to related references in Section 3.14.5, Firm Fuel Supply Service, and Section 6.6.14.1, Firm Fuel Supply Service Fuel Replacement Costs Recovery. These provisions rely upon the same transportation-cost assumption when determining FFSS projected fuel prices and fuel replacement cost recovery amounts. Updating all related references ensures consistent application of the revised transportation-cost allowance throughout the Protocols and avoids maintaining different transportation-cost assumptions for the same fuel oil pricing construct.
Market impacts are expected to be limited. The NPRR does not change the underlying fuel oil index, conversion factors, FFSS framework, or cost recovery methodology. Instead, it updates a specific transportation-cost assumption to better reflect current conditions, improving the accuracy and consistency of fuel oil pricing inputs used in Protocol calculations.
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	Proposed Protocol Language Revision



[bookmark: _Hlk154568500]2.1 DEFINITIONS
Fuel Oil Price (FOP)
An average of the daily index prices for fuel oil for each Operating Day, plus tenfive cents per gallon, for U.S. Gulf Coast, Houston pipeline No. 2 oil, converted to dollars per million British thermal units ($/MMBtu). The conversion is 0.1385 MMBtu per gallon. The effective dates for daily index prices shall be as indicated in the ERCOT-selected index. In the event, at the time of settlement or calculation of generic costs, that the effective price for a particular Operating Day is not available, the effective price for the most recent preceding Operating Day shall be used.

ERCOT shall issue a Market Notice disclosing the name of the ERCOT-selected source for the average daily index prices used to calculate FOP. In the event that the ERCOT-selected index becomes unavailable, or ERCOT determines that the index has become unsuitable for the intended purpose, ERCOT may select a substitute index source. ERCOT shall issue a Market Notice disclosing its intent to use a substitute index source and the name of the substitute index source at least 60 days prior to the beginning of its use, or as soon as practicable.
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