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	Comments


Raiden Commodities supports NPRR672.

With respect to the reliable operation of the ERCOT grid, we understand and support the need for the EMR and ONEMR Resource Status classifications. However, based on actual Market Participant behavior, the efficiency of the market will be improved by a more precise definition of when these classifications can be used.  
The rationale for why these classifications are included in the ERCOT Protocols, is to allow ERCOT, as the grid operator, access to generation capacity that, but for an emergency condition on the grid, cannot run.  The language in the current Business Practice Manual operationalizes the underlying rationale for the EMR status classification by describing the expectations regarding the use of the EMR status:

Examples of Resources that may use this Resource Status include:

a) Hydro facilities that can operate around water limiting conditions for some period of time.
b) Facilities that have fully exhausted environmental emissions limits but could operate under a regulatory exemption.

Despite this explicit expectation, there is a generator within ERCOT that has frequently made use of the EMR status for modern, low emission, efficient gas-fired generation resources.  These units are being classified as EMR, not because they cannot run but for an emergency, but rather because doing so serves to reduce the amount of generation that is available to ERCOT’s dispatch optimization process with the possible affect that locational marginal prices (LMPs) will be higher than they would have been if the units were not classified as EMR
An electricity market – like any market – is only as good at allocating resources as the prices it produces.  This is especially true in an energy-only market like ERCOT that relies on energy prices to guide not only current operating and consumption decisions but investment as well.  Thus, the more closely the LMPs produced by ERCOT reflect actual supply and demand conditions in combination with reliable operation of the grid, the better the market will allocate current and future resources.  Unfortunately, actual behavior in the market has shown that it is possible to abuse the EMR classification status in the ERCOT Protocols.  Generators will designate available, “in the money” units as EMR in order to prevent those resources from being dispatched with the goal of artificially increasing LMPs.  Moreover, when the generator abusing the EMR classification qualifies as a “small fish” the generator can engage in such physical withholding without consequences from the PUCT.

For example, there was an Energy Emergency Alert (EEA) event on January 6, 2014.

Despite plenty of advance warnings by ERCOT regarding a possible emergency condition, the generator previously referenced had approximately 700MW of efficient, gas-fired generation sitting idle in EMR status during the morning while the LMP reached the price cap of $5,000/MWh.
None of the units in question were listed in ERCOT’s “Final Report: January 6, 2014 EEA” as having experienced a trip, failure to start, or de-rate.  Two of the three units with EMR status during HE7, switched the Resource Status to OFF as of HE11 (and thus were available to HRUC after the morning event), and one of the units actually operated during the evening peak.
Indeed, during an EEA event a unit with the EMR status can be called upon by the ERCOT operator, and we asked ERCOT about how often this situation occurs.  The answer was that the Market Analysis team “can’t conclusively say that there has not been a manual deployment of a resource with EMR status but if it has happened it is rare and would have been during an EEA event.  Even the shift supervisor couldn’t recall a situation where there was a manual deployment.”
Anyone who has read ERCOT’s report regarding January 6th can imagine the operators must have been facing a chaotic situation during that morning with one plant after another being reported having mechanical problems.  In such a critical setting, having to make manual instructions via a telephone call to units that should have been available and operating in the first place unnecessarily complicates ERCOT’s job, threatens reliability of the grid and artificially distorts market prices
Another example, but not an EEA event, are the events of March 3rd and 4th, 2014.  For both days, market prices clearly justified these gas-fired generation resources to run full out.  However, again the same generator made approximately 700MW unavailable to SCED and HRUC by setting their Resource Status to EMR.

For both of these events, the regulators of ERCOT cannot issue any “Notice of Violation” as this particular market participant is immunized by the “Small Fish” rule, which allows for either or both economic and physical withholding without consequence.
That situations as described above are occurring, demonstrates the current Protocols regarding Resource Status EMR and ONEMR are being used for something other than their intent.  The use of EMR and ONEMR status classification should be applicable only to units that genuinely require such a Resource Status, and should not be used as a tool to randomly sidestep ERCOT’s dispatch instructions. 

Therefore, Raiden Commodities welcomes clearer specification regarding eligibility for EMR and ONEMR, without inhibiting their genuine use.
Thank you for your attention.

	Revised Cover Page Language


None.
	Revised Proposed Protocol Language


None.
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