July 15, 2008

Sid Guermouche, Austin Energy

RE:
NPRR - Generation Resource Fixed Quantity Block Offer
General Comments
The original purpose of this NPRR was to allow an off-line generation resource offering non-spin ancillary services to offer fixed block quantity.  Extending fixed block quantity to an off-line resource offering non-spin was to permit the resource to recover startup costs over a fixed block quantity, and still offer non-spin ancillary service at a reasonable price.

Following a presentation on June 21, 2008 some TPTF members raised concerns about carving out special treatment for off-line generation resources providing non-spin. Balancing the interests of all generation resources would require extending fixed block quantity to all generation resources, on-line, off-line, and regardless of type of ancillary service, or not at all.

On July 10th, the current NPRR extending fixed block offers to all generation resources providing ancillary services was submitted by Austin Energy and sent to TPTF for comments.

Austin Energy believes that the proposal in its current form may adversely drive costs up for all types of ancillary services.  Lumpiness in capacity may result in ERCOT procuring significantly larger quantity of ancillary services than required; particularly if, at one extreme, all market participants started offering fixed block quantity for all types of ancillary services.

The unintended consequences of extending fixed block quantity to all types of ancillary services make it impractical to adopt the proposal in its current form; therefore, the author is withdrawing the NPRR.
