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	Comments


Luminant Energy Company LLC (Luminant) and Exelon Generation (Exelon) support placing the price of energy from RUC procured and deployed for capacity at the System-Wide Offer Cap (SWCAP).  Consistent with the recent changes approved in NPRR 427, Energy Offer Curve Requirements for Generation Resources Assigned Reg-Up and RRS, and with the changes being proposed by ERCOT in NPRR 432, Deployment of Resources to Alleviate Imminent Emergency Conditions, and consistent with the practices directed by the Public Utility Commission of Texas for use of mothballed capacity in the summer of 2011, the deployment of energy that is procured by ERCOT through out-of-market processes must be priced at the SWCAP in order to avoid undercutting competitive energy offers in the market.  The Reliability Unit Commitment (RUC) engine is a back-stop reliability tool that ERCOT uses when market-based solutions have failed to bring adequate supply to meet the real time demand.  Moreover, pricing out-of-market solutions such as RUC for capacity at SWCAP will actually encourage competitive solutions by increasing the financial incentives for buyers and sellers to use the bilateral and Day-Ahead markets to commit enough supply to fully cover the expected load.

If energy brought on by RUC for capacity is priced lower than SWCAP, it could also create a bias for ERCOT to over-procure capacity via the RUC process to avoid using other reliability solutions, such as violating the Power Balance Penalty Curve or deploying Responsive Reserve Service, which would result in higher system prices.  Such a bias would be especially detrimental to the market if there is not an imminent solution to price the 0-Low Sustained Limit (LSL) capacity of these Resources.  Correcting the price depressing impact from the additional below-LSL capacity of Resources committed by RUC is critical in any case to reduce the price distortion RUC creates in the energy-only market.

At the September 1, 2011 PUC Open Meeting, it was clear that both Chairman Nelson and Commissioner Anderson (Commissioner Pablos had not yet started his term) believed that energy from Resources brought on by RUC for capacity should be priced at SWCAP.  See PUC Open Meeting Transcript, p. 42 (Sept. 1, 2011).  Later that agreement was removed from the list of “consensus items” to give regulators and stakeholders an opportunity to consider whether pricing RUC at the SWCAP could create an untenable gaming opportunity.  The only such opportunity that has been identified or discussed assumes that a Resource owner with a large portfolio of supply might withhold a Resource from the real-time market hoping it would be committed through RUC to force higher prices if it were deployed.  Not only is that scenario unlikely because of the high level of risk to the unit owner that the unit would not be selected by RUC, but the Independent Market Monitor (IMM) has also made clear during stakeholder discussions that the behavior could be easily identified and then addressed under the IMM’s current market oversight authority.  It is impossible to prevent through market design all opportunities for market abuses, which is why both the IMM and the PUC Staff have oversight authority over the ERCOT wholesale market.  Moreover, the “gaming” opportunity exists whether RUC is priced at SWCAP or some other lower price.  

For these reasons, Luminant and Exelon strongly support pricing energy from Resources committed by RUC for capacity at the SWCAP.  In addition, Luminant has suggested some edited language to clarify the QSE’s obligation for submitting its energy offer curve for Resources committed by RUC. 

	Revised Cover Page Language


None at this time.
	Revised Proposed Protocol Language


6.4.3.1
Energy Offer Curve for RUC-Committed Resources
(1)
Prior to the end of the Adjustment Period for an Operating Hour during which a Generation Resource has been committed by ERCOT as part of a Reliability Unit Commitment (RUC) process, the QSE shall ensure that an Energy Offer Curve that prices all energy from LSL to HSL the System-Wide Offer Cap (SWCAP) for the Operating Hours in the RUC commitment period, has been submitted and accepted by ERCOT.

(2) 
If the QSE receives a RUC Dispatch Instruction from ERCOT for its Generation Resource during the Operating Period that includes a RUC-Committed Hour, then the QSE shall be exempt from the submission timeline requirement specified in paragraph (1) above for the RUC-Committed Hours during the Operating Period.  The QSE shall submit the required Energy Offer Curve as soon as reasonably practicable after receipt of the RUC Dispatch Instruction for the RUC-Committed Hours in the Adjustment Period.

(3)
The requirement in paragraph (1) above is not applicable for Weekly Reliability Unit Commitment (WRUC)-instructed hours during which the Resource was Day-Ahead Market (DAM)-committed or QSE self-committed.
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