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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
	Puts the ISO in the position of being a “market maker”.
	
	None-simply allows the ISO to be the tool for transferring delivery risk to resources without providing them a hedging instrument.

	MARKET SEGMENT
	
	
	

	Consumer
	None
	None
	None- For this PRR to benefit consumers the LSEs would have to pass through the savings that might result; a very unlikely outcome.

	LSE:
General, Including NOIE
	
	
	Represents an opportunity to reduce LSEs’ cost structure and increase their profit margins by transferring all delivery risk resulting from local congestion to the resources.

	LSE:
CR & REP
	
	
	Same as LSE above.

	QSE
	Imposes significant un-hedgeable risks in the QSEs’ portfolio unit commitment process.
	
	None

	Resource
	Transfers all delivery risk resulting from local congestion from LSEs to Resources.
	
	None-provides only upside to LSEs and downside all accumulates to Resources.

	TDSP
	
	
	


	Comments


Calpine does not support this PRR and we state that opposition on the following, immediately apparent faults with the approach proposed by Reliant to reduce congestion costs:

1. This PRR unnecessarily puts ERCOT in position of being a market maker during the adjustment period. ERCOT will always assume a conservative position with this type of tool because security of the system is their first priority and methods to reduce uplift is also a focus of theirs; who will pay the costs of "...alternative arrangements..." when ERCOT's forecast for congestion does not materialize?

2. The PRR states that "...ERCOT would notify the QSE of the “…potential issue and the amount of MW in question...”; how would a resource be made whole if the ISO estimated that the resource would potentially have to back down 50 MWs in the day ahead assessment but when real time loadings materialized the ISO needed the machine to back down 150 MWs?  The QSE might have made "alternative arrangements" for the 50 MWs but it's too late for him to hedge the additional 100 MWs.  How is the resource made whole in real time?  This question and many more can be posed that point out the slippery slope we put the ISO on when we ask him to be a market maker in forcing QSEs to make significant commercial decisions on a day ahead basis in response to "potential issue(s)".

3. This PRR seeks to lay unhedgeable risks at the feet of generators imposed by a transmission system they do not control.  This PRR is extremely reminiscent of PRR 505 that sought to eliminate OOM-E Down payments without the provision of "notification".  There is little or no difference between the approaches taken by these two PRR since notification after the day ahead market activities have finished (six hours later) leaves no chance for making "alternative arrangements".  The concession that ERCOT would notify QSEs of "...the potential issue..." is fraught with potential mistakes due to missed load forecasts, missed estimates on when TDSPs will take a circuit out of service and when it will put it back in service (if the line crew bucket trucks break down and the crews must start work after lunch instead of at 08:00 who will compensate the generator for that missed opportunity period?), and other unhedgeable errors that could cost resources significant opportunity costs in serving their loads.

4. The current market design included the provision of OOM-E payments to keep generators whole in a 

      market where all schedules flow and there is no way for a generator to protect itself against   

      potential financially crippling transmission planning outcomes for which it has no control.  The  

      proposed PRR language seeks to impose a "poor man's unit commitment" routine that will allow the 

      ISO to become over conservative in management of uplift but has none of the needed features of a 

      real security-constrained unit commitment that resources need.

	Revised Proposed Protocol Language


None-the current Protocols provide the proper mechanisms to ensure that resources are held whole in the face of local congestion risks they have no ability to hedge against or mitigate.
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