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	Comments


PRR 455, regardless of the tactical changes made to its title, is a remake of PRR 432 that was submitted in June and withdrawn at PRS due to overwhelming opposition from Market Participants representing a number of sectors.  PRR 455 should likewise be rejected for the same reasons.

The core assertion in PRR 455 remains the same as the one used in PRR 432.  It assumes that all LSE failures can be found to have been caused by the actions of others.  The pertinent section of each is provided below:

432PRR: “This provision would allocate liability across major sectors of the market in recognition of the fact that all market participants have involvement in market behaviors, decisions, and policies that affect LSEs.”

455PRR: “This provision would allocate liability across both the generation and load sectors of the market in recognition of the fact that both load and generation engage in market behaviors and make decisions and policies that affect the viability of LSEs in the market.”

The supposed remedies  in PRR 455, just as PRR 432, fail to recognize that generators receive short payment for their services as a result of an LSE default and asking them to share in the failure again represents unwarranted shifting of liability and cost.

Justifying the approach in PRR 455 based on cost allocations for defaults in other markets is not appropriate.  PJM is a fully implemented nodal market and has many features that are not found in the current ERCOT market and is therefore not a good analog in business practices.  The MISO default discussion continues and has been a very heated debate within its Business Practices Working Group.  It is far from a “solved problem” in the Midwest.

In light of the fact that PRR 455 is really just another iteration of PRR 432 my original comments still apply and are repeated below.

“This PRR should be rejected in whole by the ERCOT stakeholder community.  The basis for its submission is founded on the premise that any business failure by an LSE is a direct result of the business behaviors of energy producers.  To accept that notion is to say that any and all resources can make business decisions that will lead to the complete failure of an LSE, including  “uncontrollable resources” such as renewables.  It also establishes a presumption that the business behaviors of all resources  are the proximate cause of every LSE default.  That concept is patently incorrect.  LSEs can fail and find themselves in default by conditions brought on solely by their own actions.  This is not a reason to establish a “safety net” for LSEs that fail to adhere  to sound risk management practices and responsibilities expected of energy producers.

When energy production and delivery is viewed as a value chain it makes no sense whatsoever for the producers of the commodity to not only be short paid when one of their buyers defaults, but to later uplift the default to them to have them pay twice for the buyer’s failure.  Uplifting defaults to resources also makes little sense from a purely economic standpoint.  If resources are forced to lose twice for an LSE’s poor business decisions most will simply build a risk premium into their pricing that may or may not accurately reflect the prospect of future defaults.  However, if the uplift is directly made to the loads on a LRS basis it will be done after the fact and the amounts of uplift should be perfectly accurate.  This optimizes the exchange of dollars based on the actual default rather than on a built-in, forecasted risk premium.”
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