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	Comments


TIEC respectfully submits the following comments on PRR776:

Consumers opposed PRR650, Balancing Energy Price Adjustment Due to Non-Spinning Reserve Service Energy Deployment, at the time it was adopted for the very reasons that TIEC now proposes PRR776.  Over time, the flaws of PRR650 have become even more pronounced.  For the reasons set forth below, the PRR650 ex poste Market Clearing Price for Energy (MCPE) adjustment during Non-Spin deployments must be remedied, either through PRR776 as proposed or some alternative.  TIEC believes that PRR776 will facilitate the development of a solution to the ex poste pricing issue through the stakeholder process.  TIEC welcomes alternative proposals for fixing the ex poste pricing problem, but adamantly opposes allowing the current PRR650 system to remain in place without modification.

PRR650 is fundamentally flawed for a variety of reasons:

1) Under PRR650, Load has no way of knowing: (a) when the MCPE will be adjusted, or (b) what the MCPE will be after the ex poste adjustment.  Further, even if Load is aware that an adjustment will be made, it has no means of calculating that adjustment and therefore cannot respond to the adjusted MCPE.  The ex poste price adjustment varies widely, making it impossible for market participants to even make a logical estimate of what the price adjustment might be.  In other words, PRR650 eliminates all price transparency during intervals of Non-Spin deployment, and forces load to guess what it is paying for power.  Transparency of Real Time pricing is a fundamental component of a well-functioning market.  PRR650 completely removes this transparency during Non-Spin deployments, which is often when that transparency is needed most.  

2) P.U.C. Subst. Rule 25.505, Resource Adequacy in the Electric Reliability Council of Texas Power Region, explicitly states that mechanisms available to ERCOT for providing resource adequacy in the energy-only market “are intended to encourage … price-responsiveness by end-use customers.”  In this and other areas, the Commission has a stated policy to support efficient, market-based load response.  PRR650’s ex poste MCPE adjustment directly contravenes this policy by preventing load from responding to prices during Non-Spin deployment.  

3) PRR650 disregards the marginal cost of the energy supplied by Non-Spin providers.  In other words, just as the pre-PRR650 methodology assumed that all Non-Spin energy resided in the BES stack at $0 (a non-market based method), the post-PRR650 methodology assumes that all Non-Spin energy resides in the BES stack at the HCAP (also a non-market based method).  However, implementation of PRR650 also eliminated transparency of real-time price signals during Non-Spin deployments.

4) PRR650 assumes that 100% of the Non-Spin energy is needed in order to meet system demand.  This assumption is not accurate.  Because Non-Spin is deployed in blocks by ERCOT, many times only a portion of the entire block of energy is needed to meet demand.  However, the MCPE is adjusted up the bid stack in an amount equal to the capacity of Non-Spin deployed. This occurs regardless of whether ERCOT needs 1 MW, 10 MWs, 100MWs, or 1,354 MWs of Non-Spin energy .  

5) In times of true scarcity, high-cost units should be used to supply energy and should receive revenue sufficient to cover their costs. PRR650 undermines this principle by preventing the ex poste prices from benefiting their intended target. Even some generators have voiced complaints about this issue.  At the time Non-Spin is deployed, each MW in the BES stack above the price posted in real-time is passed over for Non-Spin energy.  The high cost units that have BES offers above the posted MCPE are never called upon to supply energy (even though they are presumably available), and therefore they never receive the benefit of the high MCPE.  The ex poste energy price is realized solely by Non-Spin providers and Resources whose BES offers are struck at lower prices.  Thus, the scarcity price signal never even reaches the highest cost units on the system, many of whom rely on scarcity pricing to continue operation.  As stated previously, the price signal also misses Load Resources.  

Loads that rely on the BES market to supply energy should bear the burden of costs associated with high real-time energy prices and additional Resources brought to the market through Replacement Reserve Service (RPRS).  However, there is a distinct difference between supporting a transparent Real Time market and the structure implemented by PRR650, which prevents Loads who want or need to respond to high Real Time prices from reducing their load.  Despite the comments of some, there is voluntary Load response in the market.  Products exist in the market that are specifically designed to foster this type of Load response.  To assume that there is no Load response simply because the Load curve does not slope downward is to ignore what the Load curve might have looked like if Loads were not able to respond.  Moreover, even if it were true that Load did not respond in some specific instance, it does not follow that Load should be deprived of the ability to respond altogether.  

PRR776 brings the flaws initiated by implementation of PRR650 to the floor for vetting, which is long overdue and much needed.  Implementation of the nodal market design in ERCOT will largely eliminate the flaws associated with PRR650.  Until that time, it is appropriate to implement PRR776 or a similar measure that will properly remedy the flaws of PRR650. 

	Revised Proposed Protocol Language


None.
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