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	Comments


REMC appreciates the opportunity to comment on this Nodal Protocol Revision Request (NPRR).

REMC identified the issues addressed by this NPRR in REMC’s September 29, 2017, filing in Public Utility Commission of Texas (PUCT) Project No. 47199, Project to Assess Price-Formation Rules in ERCOT’s Energy-Only Market. REMC agreed with and supported the findings and alternative holistic solutions provided by Dr. Shams Siddiqi in his report titled Enhancements to ERCOT Market Design dated September 29, 2017 and submitted as an attachment to REMC’s filing. In particular, Dr. Siddiqi’s report identified several allocation methodologies including those for transmission cost, Congestion Revenue Right (CRR) Auction revenues, and CRR Balancing Account (CRRBA) surpluses that may facilitate market activity that is inconsistent with the efficient operation of the ERCOT-administered markets and proposed a holistic and consistent solution to this issue. The following is an excerpt from the Executive Summary on page 1 of Dr. Siddiqi’s report: 
The FTI Report [Priorities for the Evolution of an Energy-Only Electricity Market Design in ERCOT report, authored by Dr. William Hogan and Dr. Susan Pope of FTI Consulting, Inc.] correctly identifies the main challenges facing the ERCOT market including "those arising from increasing energy supply from subsidized renewables, as well as continuing challenges, such as transmission investment and cost recovery, and the persistent lower cost of the wholesale market’s marginal fuel (i.e. natural gas), which results in lower energy and ancillary service revenues."
 Although the issues are correctly identified, the FTI Report and the IMM Comments overlook some critical market design changes that would address these issues and  alternate solutions that better fit the ERCOT market.

Direct Current (DC) Ties can help alleviate the adverse pricing impact of subsidized renewables; however, improper regulatory pricing on the usage of those ties prevents such beneficial market outcomes. Even the existing DC Ties can have a significant impact on distorted low or negative off-peak prices through export to neighboring grids. Drs. Hogan and Pope state that "allocating sunk costs based on real‐time supply or demand can impact the efficiency of the real‐time market"
 and Dr. Patton agrees "that allocating transmission costs in a way that affects participants’ generation and consumption decisions is not desirable because these are sunk costs and should not affect decisions to consume."
 Unfortunately, the current transmission charges on DC Tie exports do exactly that - transmission tariff as high as $18.122/MWh during summer off-peak hours, in addition to the allocation of ancillary services, creates a significant barrier to exporting off-peak energy thereby suppressing the opportunity for the market to address the most important price formation issue identified in the FTI Report - allocation of sunk costs are adversely impacting decisions to consume/export.

In addition to suppressing peak and near‐peak energy scarcity prices as pointed out in the FTI Report, the customer response of avoiding the 4CP transmission cost allocation does nothing to avoid or defer future transmission upgrades since customer load reduction for a few hours of the year has no impact on load distribution factors and load forecasts used in transmission planning. 

Thus, a transmission cost allocation for all load, including DC tie load, based on a 3-tier (Summer Critical Peak, Peak, and Off-Peak) energy rate would be a significant improvement over current 4CP allocation and the current allocation used to charge DC tie load. Such transmission cost allocation would substantially reduce the hurdle for the market to address the adverse impact of subsidized renewables on off-peak prices and reduce total avoidance of paying transmission costs and thus cost-shifting by load chasing the current 4CP allocation. Such allocation would also better align with potential transmission avoidance benefits of load response to such prices.

In addition, CRR auction revenues, CRR balancing account surpluses, and, if PUCT institutes marginal losses, the over-collection resulting from charging marginal losses should be distributed in exactly the same way as transmission cost allocation to minimize the adverse impacts of all such allocations.

REMC would like to reiterate and reemphasize our position that all identified allocation methodologies that may facilitate market activity that is inconsistent with the efficient operation of the ERCOT-administered markets need to be addressed together in a holistic manner. This NPRR addresses CRR Auction Revenue Distribution (CARD), CRRBA, and certain Block Load Transfers (BLTs) allocation methodologies but does not address transmission cost allocation and DC Tie export tariff. REMC acknowledges the fact that the two more significant allocation issues need to be addressed at the PUCT and likely cannot be addressed as part of this NPRR. Since these exact issues were raised at the PUCT as part of Project No. 47199, REMC would urge the Commission and ERCOT stakeholders to immediately take up these issues in that project or in a new project to ensure a consistent and holistic solution. REMC continues to believe that the solution across all these allocation methodologies need to be addressed in a holistic approach and be consistent. Given that this NPRR will likely be adopted well in advance of such outcome through a PUCT process, REMC currently has no comments on the particular allocation methodology proposed in the NPRR at this time. 
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