Attachment A


Green Mountain Energy Company Appeal of TAC Rejection of PRR 455

Discussion


Green Mountain Energy Company appeals TAC’s decision not to approve PRR 455 as amended consistent with the discussion at TAC.  A copy of the PRR language considered by TAC is shown in Attachment B.

This PRR seeks to have responsibility for two market costs split between both loads and resources, the liability on default of a QSE and the ERCOT administrative fee.

Liability for QSE Default

Currently, load serving entities (LSEs) bear sole responsibility for amounts owed by a defaulting qualified scheduling entity (QSE) to ERCOT.  Resources, which have the ability to affect the overall health of the market as well as individual QSEs through both their decisions on policy at ERCOT and their behavior in the market, are not at risk for the costs of QSE default.  Allowing entities with such significant influence over the market to avoid certain costs associated with their decisions and behaviors fails to create appropriate incentives.  

ERCOT appears to be the aberration with respect to the allocation of liability for default of a market participant in its obligations to the ISO.  In PJM, resources bear a portion of the responsibility for default of a market participant, and MISO has preliminarily decided to allocate the risk for default to the ISO between both loads and resources.

Some have argued that this PRR would require resources to pay for default twice.  This argument is misleading.  Resources do in fact bear 100% of the risk of QSE default for the first 180 days after default.  Thereafter, LSEs are assessed the amount necessary to make the resources whole.  This PRR ensures that resources are made whole in the event of default, except for their allocable share of the amount of the default.  

ERCOT Administrative Fee

Currently, load serving entities (LSEs) are solely responsible for payment of the ERCOT administrative fee, despite the fact that the fee is used to support activities of both loads and resources.  Unfortunately, allocating the entire administrative fee to LSEs only ensures that resources are not exposed to the costs associated with their activities at ERCOT and eliminates any incentive for resources to minimize costs.  The projected growth in the ERCOT administrative fee over the coming years is ample evidence of the fact that key players in the market need an incentive to minimize further cost increases.

In addition, an allocation of costs between loads and resources is consistent with ERCOT’s statutory authority to assess a fee to recover its costs of operation:

The commission may authorize an independent organization that is certified under this section to charge a reasonable and competitively neutral rate to wholesale buyers and sellers to cover the independent organization's costs.
(emphasis added)

� PURA §39.151(e).
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