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	Comments


Raiden Commodities strongly supports NPRR-574.

The current protocols have little to no limitations on changes that QSEs can make to their offer curves.  This leaves open the potential for market abuse as QSEs are free to change their offer curves as they please, whether for valid, facility-related reasons or for reasons tied to their physical or financial MW position in the market.  

Allowing QSEs the ability to change offer curves in real-time to reflect said QSE’s position and/or due to QSE’s perception that market conditions are favorable to be influenced by altering offer curves, demonstrates the ability to control prices.  This is strictly prohibited according to CFTC regulations.  We feel that current ERCOT protocols are failing to align with the CFTC laws and rules.
We believe NPRR-574 would increase market transparency and would benefit all QSEs with generation resources, simply to lower the possibility of violating CFTC Rule 180.1 and 180.2:

“The Commission proposed Rule 180.2 under its general rulemaking authority, CEA section 8(a)(5) and its statutory authority to prohibit manipulation under new CEA section 6(c)(3).  Proposed Rule 180.2 mirrors the text of new CEA section 6(c)(3), by stating that ‘‘[i]t shall be unlawful for any person, directly or indirectly, to manipulate or attempt to manipulate the price of any swap, or of any commodity in interstate commerce, or for future delivery on or subject to the rules of any registered entity.’’ In the NOPR, the Commission proposed to continue ‘‘interpreting the prohibition on price manipulation and attempted price manipulation to encompass every effort to improperly influence the price of a swap, commodity, or commodity futures contract.’’
“In response to the comments received regarding this matter, the Commission reiterates that, in applying final Rule 180.2, it will be guided by the traditional four-part test for manipulation that has developed in case law arising under 6(c) and 9(a)(2): (1)

That the accused had the ability to influence market prices; (2) that the accused specifically intended to create or effect a price or price trend that does not reflect legitimate forces of supply and demand; 128 (3) that artificial prices existed; and (4) that the accused caused the artificial prices.”
(http://www.cftc.gov/ucm/groups/public/@lrfederalregister/documents/file/2011-17549a.pdf)

NPRR-574 clearly specifies in which (justified) cases the QSE can change their offer curves.  This NPRR-574 brings back (and rightly so) the language as original proposed in NPRR-321 regarding limitations on the curve changes. 

We agree with the original spirit of NPRR-321 as described by Calpine:

“… to allow a Resource with an Energy Offer Curve to change the MW amounts for all the price-quantity pairs to adjust for changes in physical facility capabilities and market conditions which occur in Real-Time.  This allows more efficient pricing to the market due to the Resource owner’s ability to more closely optimize the pricing of energy based on actual conditions affecting the Resource, such as ambient temperature and quantities of Ancillary Service products that were awarded to the Resource in the DAM.”

However, instead of implementing any limitations at all, NPRR-321 created a real-time market without boundaries for QSEs with generation resources.

We are afraid that the ‘unintended consequences’ that were discussed with regard to NPRR-321 have been realized.  Under certain circumstances, that have already taken place, changes in offer curves have had an impact on LMPs and thus on the futures market.  After pointing out the observed curve changes between DAM and SCED to the IMM, their response was that such changes were allowed according to the current protocols.  At the same time, the IMM made clear that futures trading is not his jurisdiction.  This obviously paints a very alarming situation as the laws of two governing bodies are conflicting.

The ERCOT futures market has become hypersensitive and very fragile and NPRR-574 can calm the fears of false volatility.  NPRR-574 would prevent inadvertent, as well as deliberate exposure to the CFTC laws, and therefore aligns the interests of all market participants.  

NPRR-574 should from our perspective be passed unanimously without hesitation.

	Revised Cover Page Language


None.
	Revised Proposed Protocol Language


None.
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