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	Comments


NRG Texas LLC (“NRG”) continues to recommend the rejection of this NPRR for the reasons identified in NRG’s comments submitted November 1, 2013.  The concerns outlined by the sponsor of NPRR 574 cannot be addressed through the ERCOT stakeholder process.  In comments filed January 14, 2014, Mercuria Energy America (“Mercuria”) explains that NPRR574 is intended to limit “the ability of entities to exercise transient market power when unit start times would prevent viable real time market competition.”  Neither Mercuria, nor any other ERCOT Market Participant, has the authority to unilaterally make this determination or impose offer submission rules to prevent such behavior through the ERCOT Protocols. The Public Utility Regulatory Act clearly provides the Public Utility Commission of Texas (“PUCT”) with the authority to monitor market power and provides the PUCT with enforcement capability to address market power abuses.  Accordingly, the PUCT established rules governing wholesale market power in the Chapter 25, Subchapter S, Substantive Rules regarding Wholesale Markets.  For example, PUCT Substantive Rule 25.365, Independent Market Monitor, requires the IMM to monitor, detect and prevent market manipulation strategies and market power abuses.  PUCT Substantive rule 25.504, Wholesale Market Power in the Electric Reliability Council of Texas Power Region, specifically defines market power, market power abuses, and provides a market power exemption to entities that control less than 5% of the installed generation capacity in ERCOT.  The Proposal for Publication which created section §25.504 states: 

In addition to providing a definition of market power applicable to all wholesale electricity-related markets in the ERCOT power region, the new §25.504 will provide some clarity about generation entities that are simply too small to have market power on a system-wide basis in ERCOT. The pricing activities of these smaller entities are sufficiently disciplined by competitive pressures that an ERCOT-wide market power review is not necessary. Accordingly, an exemption is appropriate for such small entities.

The Order adopted by the PUCT which established section §25.504 (c), “Exemption based on installed generation capacity”, states:
The commission has established the exemption to respond to fears expressed by small suppliers that they may be found to have market power. The definition of market power adopted by the commission focuses on the ability to control prices or exclude competition. Clearly, at some level, a generating entity will lack the ability to control prices even if it was actively and openly attempting to do so. The commission is persuaded that an entity with less than 5% of the installed generation capacity in ERCOT will be unable to control prices on an ERCOT-wide basis. The entity’s attempts to raise prices above competitive levels will be subject to considerable risk that it will simply price itself out of the market, a risk that will increase over time as load becomes more responsive to high prices in the ERCOT spot market.

Clearly, the PUCT has exercised its authority and discretion in establishing a market power exemption in section §25.504 (c) of the Substantive Rules.  Mercuria or any other Market Participant proposing to constrain the energy offer curves of any entity, especially those that are by rule exempt from such constraints, should make that case to the IMM and/or the Commission.  Attempting to subvert or interfere with a Commission rule through an NPRR is wholly inappropriate and threatens the integrity of the ERCOT stakeholder process.
Some market participants have also attempted to justify the language in NPRR 574 by stating that mitigation rules have previously been developed and approved through the stakeholder process, specifically the mitigation rules applied in Section 3.19 of the Protocols, Constraint Competitiveness Tests.  While it is true the parameters and energy offer curve mitigation rules applied by the Constraint Competitiveness Test were developed through the stakeholder process, the authority to do so was granted through PUCT Substantive Rule 25.502. Pricing Safeguards in Markets Operated by the Electric Reliability Council of Texas. The rule states: “ERCOT, through its stakeholder process, shall develop and submit for commission oversight and review protocols to mitigate the price effects of congestion on noncompetitive constraints.”  Clearly absent from 25.502, and any of the other PUCT rules, is any additional PUCT-granted authority for stakeholders to modify the existing mitigation limits applicable to real-time energy offer curves as proposed in this NPRR.

For all the reasons above, NRG recommends rejection of NPRR 574.  

	Revised Proposed Protocol Language


None.
� http://www.puc.texas.gov/agency/rulesnlaws/subrules/electric/25.502/31972pub.pdf


� http://www.puc.texas.gov/agency/rulesnlaws/subrules/electric/25.502/31972adt.pdf
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