PROJECT NO. 47199

PROJECT TO ASSESS PRICE- 8 PUBLIC UTILITY COMMISSION
FORMATION RULES IN ERCOT’S §
ENERGY-ONLY MARKET § OF TEXAS

ANALYSIS OF MARGINAL LOSSES PROPOSAL

COME NOW First Solar Inc., Vistra Energy Corp., and the Wind Coalition (collectively,
“Commenters”), and file a copy of Impacts of Marginal Loss Implementation in ERCOT by the Brattle
Group. Commenters hired the Brattle Group to perform an independent analysis of the potential impacts
of implementing a marginal loss methodology for pricing and dispatching generation in ERCOT, as

proposed by NRG and Calpine in the current Project.

The Brattle Group performed a production cost study using Power System Optimizer software to
simulate current ERCOT market dispatch as compared with the expected ERCOT market dispatch and
pricing using a marginal loss component. The modeling analyzed a 2018 study case on an hourly basis
for the full year. While the paper submitted by NRG and Calpine referenced an expected $100 million in
annual savings in PJM,* what the Brattle Group’s modeling shows is only $8.6 million in production
cost savings could be realized in ERCOT - a savings of only 0.13%. The Brattle Group’s modeling also
shows that that savings would come in the form of a $239 million reduction in generator net revenues,
which, in the Commenters view, would introduce a significant new challenge to the financial viability of
existing generation in West and North Texas. Moreover, the modeling shows that the absolute reduction
of generation is twice as much as the production cost savings, because adding a marginal loss
component would cause less efficient thermal generation in and around Houston to generate in place of

more efficient generation that is sited further from the center of load.

In short, given the magnitude of disruption to certain generators when compared to the very
small production cost savings, Commenters are convinced that the implementation of a marginal loss
component would not be beneficial in ERCOT, and plan to elaborate further on the associated policy

issues in subsequent comments.

! william W. Hogan & Susan L. Pope (FTI Consulting, Inc.), Priorities for the Evolution of an Energy-Only
Electricity Market Design in ERCOT, p. 42 (May 9, 2017).
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Commenters appreciate the Commission’s deliberate approach to analyzing the proposed
changes to ERCOT’s market design, and look forward to discussing these and other policy issues in

future comments.

Respectfully submitted,

A

Cohn/Meehan

First Solar

Director, Regulatory and Public Affairs
11757 Katy Freeway, Suite 400
Houston, TX 77079

512-537-2169 (phone)

s i S heq )
Amanda Frazier -
Vistra Energy
Vice President, Regulatory Policy
1005 Congress Ave, Suite 725
Austin, TX 78701
512-364-3275 (phone)

Jeff Clark

The Wind Coalition
President 7

3571 Far West Boulevard, #230
Austin, Texas 78731
512-651-0291
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