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The purpose of CPS Energy’s comments on NPRR174 is to separate two of the concepts that are introduced.  First, this NPRR adds a 10% adder to the Fuel Index Price (FIP) calculation.  Second, this NPRR allows disputes for gas costs above the FIP + 10% price for gas.  As part of this second feature there is the possibility for a price increase not being disputable depending on the variable “Y”.  For any value of “Y” greater than 10% the difference between 10% and the value of “Y” could not be subject to dispute.  The CPS Energy comments remove the second feature of this NPRR thereby making the 10% adder to FIP the only market change resulting from NPRR174.
CPS Energy supports a dispute process, but believes that such a process cannot be introduced into the nodal market design without additional consideration given to how this process will be accommodated by the nodal settlements.  More specifically a dispute process being ex-post in nature will inherently lead to uplift since the cost recovery needs of the disputing party will not be met through nodal pricing.  Since disputes will lead to uplift and it is our present understanding that the uplift will be assigned to short Qualified Scheduling Entities (QSEs) first (up to two times their short ratio share) several questions arise.  Should disputes be dealt with in this manner?  Should the answer to the previous question be the same in all instances?  For example: if there is a gas shortage event that doubles or triples the real time gas price, should that still be settled by assigning the cost to short QSEs up to two times their short ratio share?  CPS Energy believes that these issues have not been examined with the needed rigor and therefore makes the following language changes to NPRR174.  
In light of the fact that there can be significant deviations in inter and intra day gas prices, CPS Energy recognizes the need for a mechanism in the nodal protocols that makes a generation resource whole for its verifiable costs in excess of FIP plus 10%.  A dispute process would address this problem.  However, this mechanism must be designed with careful consideration given to its impact on retail providers and load.
	Revised Proposed Protocol Language


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, above and the Resource Parameters for the Resource are: 

(a) 
Actual fuel consumption rate per start (MMBtu/start) multiplied by a resource category generic fuel price (Fuel Index Price (FIP) *1.10, Fuel Oil Price (FOP), or $1.50 per MMBtu, as applicable); and 

(b) 
Unit-specific verifiable operation and maintenance expenses. 

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; plus

(b) 
Variable operation and maintenance expenses; plus

(c)
Nodal implementation surcharges 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 the FIP * 1.10.  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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