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	Comments


ERCOT has recently submitted a work plan to the Public Utility Commission of Texas (“Commission”) regarding their upcoming simulation of the Multi-Interval Real Time Market (“MIRTM”).  In the context of the ERCOT energy-only market, we question the reasonableness of continued investment of resources on MIRTM at this time.  
However, if a simulation of MIRTM is going to proceed, there are a couple of recommendations that Luminant would like for ERCOT to consider.  First, it should be made clear that quick-start units already operating in SCED under existing protocols should not be forced into the MIRTM.  To the extent that generating units are included in the simulation, they should be only those units that have indicated an interest in participating.  Second, in analyzing the potential benefits of MIRTM, the societal surplus test, or production cost savings test, should be used, not the consumer surplus test.  
Quick-start units already in SCED should not be forced into MIRTM
It is unclear if ERCOT’s simulation and potential future implementation of MIRTM would force quick-start units that are currently operating in SCED under the existing protocols into the MIRTM.  ERCOT’s whitepaper, “ERCOT Concept Paper for Real-Time Market Improvements: Co-optimization of Energy and Ancillary Services & Multi-Interval Real-Time Market,” states that the “main objectives of the proposed [MIRTM] are to enable additional Resources to contribute to Real-Time price formation and to expand access to the Real-Time Energy Market, thus enhancing competition and lowering overall costs to Load-serving Entities” (emphasis added).

Consistent with the stated objectives in the whitepaper, Luminant asks ERCOT to confirm that the purpose of studying MIRTM is not to force quick-start units that are currently operating in SCED under the existing protocols into the MIRTM.  This clarification would be consistent with the stated objectives that MIRTM is intended to allow additional resources into the real-time market if it is cost effective to do so.  
Quick-start units that are already operating in SCED, such as the quick-start units owned by Luminant, are contributing to price formation by being able to physically start in 10 minutes and then being able to respond to SCED’s 5 minute dispatch.  These units take on the entire risk of recovering their costs when deployed in the market.  Allowing quick-start units capable of operating in SCED under existing rules to continue to do so would also ensure those units won’t contribute to any unhedgeable uplift that loads will have to pay under MIRTM.  
Benefits of MIRTM should be measured using the Societal Surplus or Production Cost Savings test
The benefits of MIRTM should be evaluated consistent with the societal benefits test (also referred to as the production cost savings test) that the Commission approved in 2012 in the transmission planning context.  
In its filing on November 12 to the Commission in Project No. 41837, ERCOT indicated that it intends to evaluate the “net benefits” of MIRTM by considering only whether the benefits to load from lower power prices exceed the costs of make-whole payments to resources that are backed down after having been initially committed via the MIRTM, when the binding real-time price ends up being lower than the resource’s offer or bid. This proposed test for measuring the benefits of the MIRTM somewhat resembles the consumer impact test (also referred to as the generator revenue reduction test) that the Commission rejected a few years ago in the transmission planning context, in that ERCOT would measure benefits by comparing the difference in power prices rather than the difference in production costs. 
Specifically, in Project No. 39537, the Commission rejected ERCOT’s continued use of a transmission planning test that evaluated a proposed transmission project by comparing the costs of the project to the anticipated reduction in generator revenues (i.e., the generator revenue reduction or consumer impact test).  One of the reasons cited for rejecting the generator revenue reduction/consumer impact test was a concern that “the use of the test may result in generation resources not being built, thereby harming resource adequacy” (Project No. 39537 Order at 15).  
Instead, the Commission directed ERCOT to evaluate transmission projects based on the anticipated societal benefits, by comparing the anticipated levelized ERCOT-wide production cost savings to the first-year annual revenue requirement of the proposed project. The same type of analysis should be done here – MIRTM should be evaluated based on the anticipated societal benefits. A similar approach to that which the Brattle Group used to evaluate the benefits of Future Ancillary Services could be used here: comparing the delta of productions costs between two model runs – one with MITRM and one without.  
Thank you for taking the time to review our suggestions. We look forward to participating in additional discussion on this important topic.
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