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	Comments


As the Independent Market Monitor (IMM), we appreciate the opportunity to submit comments on this NPRR and appreciate the leadership that the sponsors are demonstrating by proposing changes for these important issues. The IMM supports this NPRR in its totality and we urge stakeholders to approve all of the elements contained therein, as discussed further below.  

1) As market conditions have warranted a shift in both how and how often Exceptional Fuel Costs are used, clarification is needed to the definition regarding the fuel adder, for the reasons stated in the submittal.  

2) Removing Mitigated Offer Cap multipliers matches our State of the Market recommendation 2019-1,
 which states, in part:

“To effectively mitigate market power, replacement real-time energy offers used by ERCOT (such as mitigated offers) should only include short-run marginal costs.  Currently, the mitigated offer cap includes a multiplier that increases the offer price as the unit runs more.  The operations and maintenance portion of verifiable costs already accounts for costs that increase as a unit runs more so the multiplier is not reasonable.”

3) The incentives regarding self-commitment of Resources have changed dramatically with the increased frequency of Reliability Unit Commitment (RUC) instructions that occur now with “conservative operations.”  As such, previous design decisions regarding RUC merit a fresh look.  

Currently, there are tiered clawback percentages based on offers or awards in the Day-Ahead Market (DAM). This design has been in place since Nodal go-live and was a result of a desire to incent participation in the DAM by generators.  Such incentives are not needed because the DAM provides revenue certainty and a risk premium to generators.  In addition, there has proven to be robust participation and liquidity in the DAM by all types of market participants.  

Receiving full operational cost recovery via RUC Make-Whole Payments while also getting to keep half or all of any revenues above cost can be an attractive option for certain generators.
  It can also lead to increased Operating Reserve Demand Curve (ORDC) revenues for the rest of a portfolio due to the RUC adjustment to the online ORDC reserves, as well as additional revenues from the deployment price adder.  This leads to an incentive not to self-commit generators even when they would likely be economic.  
There was $24 million in RUC claw-back charges in 2022 (in comparison to $43 million of Make-Whole Payments), demonstrating that there were many instances in which self-commitment would have been economic. This is particularly true of combined cycle plants and simple cycle generators, which would have been economic as much as 25% and 30% of the RUC-committed hours, respectively, based on an analysis that we conducted.  Further, for the intervals that were found to have RUCs that would have been economic if self-committed, our analysis calculated adjustments to the price adders where the capacity from the economic RUC was added back into online ORDC reserves for 2022.
 In addition, we removed the Real-Time Reliability Deployment Price Adder (RTRDPA) if only economic RUCs were triggering the adder.  The result of this analysis shows that decreased adders would have reduced total energy revenue from the RTRDPA by $41 million and from the online ORDC adder by $839 million.  

For the reasons stated above, the IMM supports this NPRR and, again, urges stakeholders to approve all of the elements contained therein. 
� https://interchange.puc.texas.gov/Documents/34677_19_1211257.PDF


� It is notable that there is no requirement that the DAM energy offer that triggers the reduced claw-back percentage be feasible, i.e., able to be awarded by the DAM engine based on resource temporal constraints. 


� By “Economic RUC”, we mean RUC commitments that would have been economic if the resource was instead self-committed based on the published prices/adders and submitted offers.
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