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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
	
	
	

	MARKET SEGMENT
	
	
	

	Consumer
	
	
	None

	LSE:
General, Including NOIE
	Reduces reliability cost through unsustainable and unconstitutional taking of capacity and energy
	
	Short-term cost reduction at the expense of reliability

	LSE:
CR & REP
	Reduces reliability cost through unsustainable and unconstitutional taking of capacity and energy
	
	Short-term cost reduction at the expense of reliability

	QSE
	
	
	

	Resource
	
	
	

	TDSP
	
	
	


	Comments


TXU Energy’s proposed PRR 632 makes improper assumptions regarding the nature and form of RMR contracts.  First, the PRR assumes that ERCOT has executed a contract that compensates the owner in excess of the necessary compensation for the unit(s) under RMR Service.  Nothing is further from the truth.  In fact, as TXU Generation is aware, the compensation under an RMR contract is not adequate to cover the fix cost of the plant let alone provide any additional funds that could possibly subsidize the operation of an independent unit at the plant site.  In reality, the PRR proposes an unlawful taking of proceeds from the operation of an independent unit.
Second, the PRR overlooks the reliability benefits and redundancies that are provided through the operation of another unit at the site.  This is especially significant when one reflects on the attributes of typical RMR Units at or beyond their expected life.  Once again, the market puts too small a price on reliability services by asking a Generation Entity to expect only variable cost compensation for independent provision of energy, thus taking a loss on fix cost of the independent unit and eliminating the opportunity to capture a reasonable return on the product and service provided to the market.
In the specific case of the BM Davis plant, the plant is well beyond the expected RMR exit date and this has created additional burdens for the owners.  The opportunity costs and administrative burdens of operating this plant, limit the ability of Sempra and its partner to invest in alternative projects.  These costs in concert with concerns regarding employee retention in the plant only increase the risks of RMR.
Operation of the so-called companion unit during peak periods is a rational business decision that offers supplementary benefits to ERCOT.  The operation of companion units provides much need redundancies during the most critical periods when energy supply and voltage stability are critical to maintain reliability.
The alleged “loop-hole” that TXU Energy seeks to close does not exist nor does the so-called subsidy.  Rather, Market Participants should take a close look at the PRR as presented.  The PRR claims that its benefit is to “lower cost of capacity and energy to the market.”  Since the RMR contract does not compensate in excess of the RMR Unit costs, TXU Energy’s claim that a reduction would materialize is not supported by fact.  Further, the companion unit provides ERCOT operational and economic flexibility in the provision of reliability service as the need for start-ups of the RMR Unit have decreased; thus cost have in fact decreased.

Sempra would assert that PRR 632 suppresses the true cost of reliability through an unlawful taking of capacity and energy and provides no benefit to the market.
	Revised Proposed Protocol Language


NO CHANGES TO THE PROTOCOLS ARE NECESSARY.  PRR SHOULD BE REJECTED
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