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	Comments


TCPA appreciates the opportunity to respond to the 11/10/26 ERCOT comments on Nodal Protocol Revision Request (NPRR) 1343 and appreciates that those comments highlight numerous areas of agreement with TCPA.  TCPA also appreciates the Protocol Revision Subcommittee’s (PRS) November 11, 2026 recommendation of NPRR1343 as amended by the 10/2/26 TCPA comments.  These comments respond to the key concerns raised by ERCOT and some stakeholders, and emphasize the substantial risk that entities with both physical assets and Loads must manage and the value a well-functioning competitive market delivers to end-use consumers.
TCPA has expressed support for ERCOT’s proposal with comments that build on it to improve its alignment with cost causation.  Rationing is not preferred, but to the extent it must happen to ensure the Day-Ahead Market (DAM) is closed and settled on time, TCPA wants to ensure this is done with the least possible harm to the hedging used to manage physical assets and loads.

ERCOT’s data confirm that the PRS Report’s hedging safe harbor provisions are narrow
The 11/10/26 ERCOT comments report that bids within the scope of proposed paragraphs (5)(c)(iii) and (5)(c)(iv) of Section 4.6.3, Settlement for PTP Obligations in DAM, average approximately 4,324 per day (2.1% of PTP bids) and approximately 121 per day (0.1% of PTP bids), respectively, and that roughly four of every five of these bids would already be excluded by the 75th percentile test in paragraphs (5)(c)(i) and (5)(c)(ii) of Section 4.6.3.  ERCOT also acknowledges that its data are consistent with the observation at the Congestion Management Working Group (CMWG) that hedging bids tend to be priced efficiently.  TCPA agrees with ERCOT’s observations.  These figures demonstrate that the PRS Report’s hedging safe harbor provisions in paragraphs (5)(c)(iii) and (5)(c)(iv) of Section 4.6.3 do not undermine the objective of NPRR1343: the small number of additional bids they protect cannot materially affect DAM execution time, while the safe harbor provisions provide certainty to the entities that rely on PTP Obligations to hedge physical resource assets and load serving obligations.

Entities with both physical assets and loads manage substantial risk
A Qualified Scheduling Entity (QSE) representing both generation and retail load is exposed to a compounding set of risks: congestion and basis risk between its Resource Nodes, Load Zones, and Hubs; forced and planned outages of its own units; transmission outages that can abruptly change congestion patterns; weather-driven swings in both load and resource output; fuel price volatility; and Real-Time price volatility.  Unlike a purely financial participant, these entities cannot choose to stay out of the market—they must serve their customers’ load in every interval, and their generation assets are physically located at specific nodes.  Point-to-Point (PTP) Obligations purchased in the DAM are one of the few tools available to manage the congestion component of these risks, and the number of bids an entity submits naturally grows with the number of units, load points, and system conditions it must hedge.
When these hedges become more costly or less available, the underlying risk does not disappear. It creates risk premiums that are reflected in wholesale market participation and retail contracts with end-use consumers.  A fee structure that penalizes physical resource and load hedging therefore increases the cost of managing physical risk and, in turn, the cost of electricity for Texans.  When there is no evidence that this activity is contributing to the burdens on the DAM that ERCOT seeks to address with this NPRR, any added cost for this hedging activity is a deadweight loss to the market: a cost that improves neither consumer surplus nor producer surplus.
ERCOT argues that two bids with the same path, price, and quantity should be treated the same regardless of who submits them, but identical bids are not economically identical.  For a QSE representing the resource or load at one end of the path, a PTP obligation offsets Real-Time exposure the QSE already has.  For a participant with no physical position, the same bid creates new exposure.  The safe harbor recognizes a difference of risk, not a difference in identity.  Concerns cited about a hedging safe harbor being discriminatory are therefore unfounded and, conversely, actually highlight that the NPRR, absent the hedging safe harbor provisions in the PRS Report, would discriminate against entities with both physical assets and loads trying to properly manage those core market functions but not contributing to the DAM delay issues.
Concerns about impact on different QSE structures are also not discriminatory.  The PRS Report uses common QSE representation as an objective and reasonable proxy for identifying hedging behavior that is not the cause of DAM delays.  QSE structure is a choice entities in the market are afforded, but it is not a protected class and is not unchangeable.  Entities that trade across multiple QSEs are making a business choice in the market.  A safe harbor may cause some entities to consider structural changes to their QSE representation.  To not include the PRS Report hedging safe harbor, however, is to collectively punish a large number of entities for the actions of a small number that cause the costs of DAM delays that are the root concern of this NPRR. 
Any cost an entity has to bear is a cost that must be recovered; otherwise, the entity will eventually go out of business.  A fee on a speculator’s bid is a cost of its trading strategy, while a fee on a hedge is a cost of producing power or serving load. Ultimately, fees imposed on hedgers will reflect the higher cost to serve the end-use consumers.  If that cost is not producing a benefit for consumers, such as greater reliability, then it is a deadweight loss.

A competitive market reduces costs for consumers
The value of ERCOT’s competitive market to consumers is well documented.  A study by Rice University’s Baker Institute for Public Policy, Electricity Reform and Retail Pricing in Texas (Hartley, Medlock, and Jankovska), examined more than 15 years of post-reform monthly data.  The study found clear evidence that retail prices in competitive areas of ERCOT better reflect wholesale prices and have moved favorably for consumers relative to wholesale prices, consistent with competition driving down suppliers’ costs.  Those consumer benefits depend on competitive suppliers being able to efficiently manage the risks of operating generation and serving load.  Policies that raise the cost of hedging the core market activities of generating electricity and serving load erode the efficiency gains competition has delivered and work against the goal of keeping electricity affordable for Texas consumers.
For these reasons, TCPA respectfully requests that the Technical Advisory Committee (TAC) recommend approval of the NPRR1343 PRS Report, which preserves ERCOT’s objective of reducing inefficient PTP bidding while protecting the hedging activity that helps manage costs for end-use consumers.
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