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	Comments


TIEC submits these comments to address issues that have been raised by several parties since the passage of PRR776 by PRS, and to specifically address questions posed by the 10/28/08 ERCOT Comments.  

I.
Response to IMM Comments

On October 30, 2008, the Independent Market Monitor (IMM) submitted additional comments to clarify the calculation of the combustion turbine proxy cost to be used in the PRR776 formula.  TIEC supports the IMM’s method for calculating the combustion turbine proxy cost and would ask that the IMM’s comments be incorporated into PRR776.  Specifically, the IMM comments set the combustion turbine proxy cost at $120 plus 15 times the Fuel Index Price (FIP) for the Operating Day.  This is consistent with a simple cycle gas turbine < 90 MW, as provided by Protocol Section 6.8.2.1, Resource Category Generic Costs.  This clarification addresses ERCOT’s questions on the combustion turbine assumptions. 
2.
Response to ERCOT Questions

TIEC offers these answers to the questions posed by ERCOT:

1. TIEC believes that the notification required by ERCOT Operating Desk Section 2.4 provides adequate notification to the market of Non-Spinning Reserve Service (NSRS) deployments.  If there is any reason to change this notification procedure, TIEC believes that those changes can be addressed in a separate PRR or Operating Guide Revision Request (OGRR), as appropriate. The purpose of PRR776 is to provide Market Clearing Price of Energy (MCPE) transparency for loads during NSRS deployments, and it is not meant to change the market notification procedures.

2. Because PRR776 does not change the NSRS market notification, it will not affect Loads acting as a Resource (LaaR). 

3. TIEC believes that the FIP for the current Operating Day should be used, consistent with the Protocol language proposed by the IMM.  However, TIEC understands that there may be some timing issues for ERCOT if the FIP for the current day is used when the proxy cost must be posted day-ahead.  For this reason, TIEC is open to using the FIP from the day in which the proxy price is calculated.    
4. This question has been resolved by the IMM’s recent comments.  

5. TIEC agrees with ERCOT’s recommendation for posting the combustion turbine proxy cost. 

3.
Response to Other Comments

Contrary to the assertion of some, there are price responsive loads in the ERCOT market.  The claim that loads to not respond to the MCPE is based on the assumption that response would result in a downward-sloping load curve.  As TIEC has explained before, that assumption ignores what the load curve may have looked like if load were not able to respond.  Put simply, you cannot reliably infer that load does or does not respond to prices by looking at the load curve in isolation.  TIEC can represent for a fact that there is load response.  TIEC members purchase products that are specifically designed to foster load response, and some products even require it.  But even if loads had not historically demonstrated a response to prices, that is no justification for depriving them of the ability to respond altogether through ex poste pricing.  

TIEC also refutes any claims that its position on PRR776 is based on a desire to lower prices in the spot market.  This is simply not true.  TIEC has made clear from the start that its purpose in submitting this PRR is to enable loads to respond to prices in Real Time.  Allowing loads to know the price they will pay for the power they purchase is essential to a properly functioning market.  TIEC does not dispute that the spot market must present an appropriate amount of risk.  However, TIEC does object to the idea that this risk should be artificially increased as it has been under the PRR650, Balancing Energy Price Adjustment Due to Non-Spinning Reserve Service Energy Deployment, pricing mechanism.  Rather, market participants should be presented with an amount of risk that appropriately reflects actual market conditions.  This will enable load to make informed decisions about the best way to meet specific power needs.  

Resolving the ex poste problem created by PRR650 has spawned necessary analysis from the stakeholders regarding the best way to provide ex ante prices that will more closely reflect current market conditions.  TIEC believes that the IMM’s proposal is the best way to accomplish these objectives.  TIEC wants neither artificially depressed nor artificially inflated prices.  Instead, TIEC wants the MCPE to reflect actual market conditions, and wants that price to be available in Real Time so that load can respond.  If achieving these two objectives results in an MCPE that is lower than the PRR650 pricing, TIEC firmly believes that this is both appropriate and necessary.  PRR650 has produced arbitrarily inflated prices that bear little to no correlation to the energy available in the spot market, and has prevented load from knowing those prices in Real Time.  Both aspects of PRR650 impair a proper market and should be remedied.  While TIEC’s primary objective in submitting PRR776 was to resolve the ex poste pricing issue, TIEC believes that the IMM’s proposal will reasonably accomplish this goal and provide prices that accurately reflect the actual market conditions.  
TIEC appreciates the opportunity to submit these comments.

	Revised Proposed Protocol Language


None.
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