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	Comments


TIEC strongly supports the proper operation of the ERCOT energy-only market, and is appropriately concerned whenever ERCOT is required to take action in relation to the procurement of generation services outside the normal market process to maintain reliability.  TIEC actively participated in the substantial re-write of the Reliability Must Run (RMR) protocols to address similar concerns, which involved real-world examples of entities that attempted to improperly obtain RMR contracts.  In response to these attempts, the market took appropriate actions to reduce the incentive for generators to attempt to obtain RMR status by ensuring properly structured, cost-based payments, and requiring ERCOT to study and immediately begin the process to eliminate the need for the RMR unit.  These mechanisms allowed RMR units to be available for reliability purposes, while protecting the energy and ancillary services markets.

The principles articulated and implemented in the current RMR process should not be abandoned in contracting with mothballed units to address possible near-term reliability issues.  These types of contracts are extraordinary in nature and must be structured to eliminate the incentive to improperly withhold capacity from the market, which constitutes market power abuse in Texas. In that regard, the clawback of market revenue (above the proven generator costs) is essential, and the protocols must explicitly require generators that receive a contract under this NPRR to repay customers for all expenditures before they may re-enter the market.  

In addition, ERCOT must balance the long-term incentive to construct generation resources against increased costs to consumers that can result from this type of procurement—such increases benefitting certain generators in the short term without necessarily creating any long-term reliability benefit.  Since any RMR-type contract necessarily shifts some risk to consumers (i.e., consumers are responsible in the first instance for the costs of bringing the unit back into service), consumers deserve to receive a benefit from the contract that is commensurate with the risk they are assuming.  Given these principles, it is questionable whether pricing these units at the System Wide Offer Cap (SWOC) is the proper approach.  While pricing these units at the SWOC may minimize the impact they have on the market, this places consumers at a much greater risk of not being repaid for the expenditures they make pursuant to the contract (since the unit will be dispatched less), and the potential for market manipulation is substantially increased—particularly in the case of generators with large portfolios of resources.  

In addition, TIEC notes that the type of contracting proposed by this NPRR can only be properly carried out with rigorous market monitoring to ensure that the units receiving such contracts are properly out of the market (i.e., truly uneconomic), that the units would not have come out of mothball status on their own, and that inappropriate market manipulation is not otherwise occurring.  TIEC suggests that the Independent Market Monitor (IMM) provide a report to the Commission on the economics of the decision to mothball and de-mothball units before ERCOT executes any contracts under this NPRR.
TIEC is suggesting certain language changes to address the proper balancing of these interests outlined above and to add some clarity about the process and rules surrounding this procurement.  These changes were redlined on top of the 12/13 ERCOT comments.  

TIEC looks forward to working with ERCOT, the PUC, and the ERCOT Stakeholders to ensure that this NPRR is carefully crafted and that its requirements are carried out in an appropriate manner.  

	Revised Proposed Protocol Language


6.5.1.1
ERCOT Control Area Authority

(1)
ERCOT, as Control Area Operator (CAO), is authorized to perform the following actions for the limited purpose of securely operating the ERCOT Transmission Grid under the standards specified in North American Electric Reliability Corporation (NERC) Standards, the Operating Guides and these Protocols, including:

(a)
Direct the physical operation of the ERCOT Transmission Grid, including circuit breakers, switches, voltage control equipment, and Load-shedding equipment;

(b)
Dispatch Resources that have committed to provide Ancillary Services;

(c)
Direct changes in the operation of voltage control equipment;

(d)
Direct the implementation of Reliability Must-Run (RMR) Service, Remedial Action Plans (RAPs), Special Protection Systems (SPSs), and transmission switching to prevent the violation of ERCOT Transmission Grid security limits; and

(e)
Perform additional actions required to prevent an imminent Emergency Condition or to restore the ERCOT Transmission Grid to a secure state in the event of an ERCOT Transmission Grid Emergency Condition.

(2)
Consistent with paragraph (1)(e) above, if ERCOT seeks to exercise its authority to prevent an imminent Emergency Condition by deploying Resources that may be used to maintain ERCOT System reliability in a manner not otherwise delineated in these Protocols and the Operating Guides, ERCOT shall not take such actions without approval of the ERCOT Board, which must make an affirmative finding that such deployment is necessary to protect against an imminent Emergency Condition.  ERCOT shall ensure that such actions meet the following criteria:

(a)
Any Resources procured pursuant to this paragraph will be procured using an open process with Resources selected on a least-cost basis, and the terms of the procurement between ERCOT and the Resource Entity will be memorialized in contracts that will be publicly available for inspection on the ERCOT website.  Each contract will include specified financial terms and termination dates that will be established before the contract is presented for review by the ERCOT Board.  Approval of ERCOT’s actions by the ERCOT Board must be obtained before ERCOT may execute such a contract.  Any information submitted by the Resource Entity to ERCOT through the procurement process may be designated as Protected Information and treated in accordance with the provisions of Section 1.3, Confidentiality, provided that final contract terms must be made available for public inspection.  
(b)
Resources deployed to alleviate imminent Emergency Conditions will not be offered into the Day-Ahead Market (DAM).  Rather, ERCOT will determine whether to use the Resources as part of the Hourly Reliability Unit Commitment (HRUC) process based on system conditions and the ability to meet Demand.  In the event these Resources are committed and On-Line, ERCOT systems will generate a proxy offer for the Resource at (TBD).  The default offer will place the Resources among the last for economic Dispatch, so as not to displace Resources that are On-Line and offering into the market.  To the extent practicable, the Resources deployed to alleviate imminent Emergency Conditions will not be used solely for the purpose of reducing local congestion. 
(c)
Any revenues received by Resources deployed to alleviate imminent Emergency Conditions that are in excess of the verifiable costs of deploying the Resource shall be credited back to Customers on a Load Ratio Share (LRS) basis.  A Resource that has received payments from ERCOT pursuant to a contract executed under this paragraph may not participate in the energy or Ancillary Service markets until such payments have been refunded to Customers.  
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