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	ERCOT/Market Segment Impacts and Benefits


Instructions:  To allow for comprehensive PRR consideration, please fill out each block below completely, even if your response is “none,” “not known,” or “not applicable.”  Wherever possible, please include reasons, explanations, and cost/benefit analyses pertaining to the PRR.

	
	Impact
	Benefit

	
	Business
	Computer Systems
	

	ERCOT
	Creates additional burden for in terms of potential settlement disputes
	Creates the need for altering existing software for reasons that have not been clearly thought out
	None

	MARKET SEGMENT
	
	
	

	Consumer
	None
	N/a
	None

	LSE:
General, Including NOIE
	Creates a perverse incentive to short the market
	N/a
	None

	LSE:
CR & REP
	Creates a perverse incentive to short the market
	N/a
	None

	QSE
	Creates additional burden in terms of potential settlement disputes
	N/a
	None

	Resource
	Unnecessarily increases financial risk exposure
	N/a
	None

	TDSP
	N/a
	N/a
	None


	Comments


The proposed PRR should be rejected for the following reasons:

1. The Protocols have carefully allocated cost responsibilities between Resources and LSEs/REPs; and there have been no reasons provided for revising the present allocation of costs, other than cost avoidance by one Market Segment.  Without further justification, merely avoiding cost responsibility on the part of one Market Segment by transferring costs to another segment should not be sanctioned.

2. Transferring cost responsibility from LSEs/REPs to Resources does nothing to enhance the efficiency of the overall market.

3. The fundamental rationale offered for this PRR is that both the PJM and MISO markets have this allocation feature.  This is a flawed comparison because ERCOT is an entirely different market.  The comparison of the ERCOT market to other markets should be done in a comprehensive and methodical manner so that all cost/benefit features to loads and Resources are properly evaluated, and not just those that have been “cherry-picked” to serve the financial interests of one Market Segment.

4. There has been no study or analysis to gauge the effect of this change on the market as a whole.  For instance, increasing the Resource’s financial exposure, will ultimately affect the Resources cost to operate, which will in turn result in higher charges to the market for the service provided.  This would negate any intended benefit to the LSE/REP that this PRR purportedly offers.  Additionally, there's likely to be more settlement disputes at ERCOT and the resulting staffing needs to be more thoroughly evaluated.

5. The PRR creates a perverse incentive for LSEs and REPs to short pay the market knowing that their share of the short payment amount is significantly diluted.

6. LSEs and REPs have remedies to directly deal with short payments from the end user.  The Resource owner does not.

7. The PRR is incomplete because it does not describe when it goes into effect and exactly which settlements are affected.  These details are crucial so that settlement can be done appropriately and disputes are minimized.  The existing short payment amounts must be collected and paid to those owed so that this RR does not circumvent the existing protocols for past due amounts.
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