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EquiPower Resources Corp. (EquiPower) manages and operates the 1,000 megawatt (MW)
Odessa-Ector Power Partners, LP (Odessa) combined cycle gas turbine plant (CCGT) in Odessa,
Texas. In addition to Odessa, EquiPower manages and operates over 3,000 MWs of CCGT
generation in the three Regional Transmission Organizations (RTOs) in the Northeast (ISO-NE,
NYISO, PJM), all of which have a wide variety of market constructs and include some form of a
capacity market. EquiPower also manages 3,525 MWs of coal and simple cycle natural gas
generation in PJM and ISO-NE. In addition to operating in these four competitive markets,
EquiPower manages and operates the Broad River simple cycle gas turbine peaking facility in
the regulated SERC market in the Southeastern United States. Our management team has
substantial experience developing, owning, operating, and dispatching power generation
facilities of varying fuel types in every major power market across the U.S. including significant
experience in ERCOT. In addition, our management team has successfully developed and
constructed over 5,000 MWs of predominantly gas fired generation facilities across the country.
Most recently, EquiPower's management team developed and constructed the Empire
Generation project, a 635 MW dual fueled CCGT, in Rensselaer, New York from 2007 to 2010,
and the Waterbury GE LMS 100 peaking facility in Waterbury, Connecticut from 2007 to 2009.
EquiPower is also evaluating development opportunities in PJM and Texas. Our participation in
the multiple regions has allowed EquiPower to see the strengths and weaknesses of the various
market structures as a developer and operating entity, and to become intimately familiar with the
difficult decisions new generation developers face. We also understand the importance of
treating new and existing generation consistently as both require significant investment and are
equally critical to the long-term reliability of the market.
We offer the following comments to questions posed by the PUCT.
Chairwoman Nelson's Questions on Elements of a Reliability Market
1. What resources should be allowed to participate in the market?
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EquiPower recommends that all generation and Demand Response (DR) resources be
allowed to participate in the market. Generation and DR resources must be treated on a
comparable basis with equivalent obligations and penalties. Supply resources need to be
able to participate based on the amount of supply they can provide during the time of the
summer peak, not a nameplate rating of the facility. To the degree that supply resources
outside of the ERCOT footprint can be counted on to provide supply when called upon,
have a dedicated transmission path into ERCOT, and can be dedicated to ERCOT
dispatch, those resources can also participate. ERCOT will need to limit imports to the
amount that can be reliably delivered during peak conditions and may choose to impose a
minimum notice that external resources must provide before they can withdraw their
resource from the ERCOT market.
2. How far forward should the procurement occur? What are the trade-offs of different forward
procurement times?
EquiPower recommends that procurement should be three years in the future. This
amount of time promotes competition by allowing new resources to be constructed as well
as existing resources to retire while providing adequate notice to stakeholders. The three
year period also allows adequate time for new resources, either generation or transmission,
to be constructed to solve potential reliability problems caused by a supply retirement. If a
procurement period of less than three years is adopted, there will be less competition and a
greater need for out-of-market contracts to maintain generation that would otherwise
retire but is needed for transmission reliability. In addition, a three year forward capacity
market should provide the market with reliable price signals to make investment or
retirement decisions. Fewer years makes it very difficult to make those decisions and have
some level of comfort as to where market pricing is expected to be when the resource will
come on line. In addition, owners of older, inefficient resources that have future
environmental obligations will be able to decide whether to remain in the market or retire
and, therefore, allow time for the market to respond and replace any retiring resource. A
three year period is sufficient to send the proper price signals to make investment and
retirement decisions, and construct necessary resources and/or plan for retirements. The
longer the forward time horizon is, the less reliable projections of future resource
requirements will be, resulting in greater uncertainty for investment and retirement
decisions.
3. What qualification, performance requirements, and penalties should be in place for resources?
All resources should be required to qualify through a semi-annual audit (Summer and
Winter) to demonstrate their supply capability. Resources that are unavailable during a
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time when ERCOT is deficient in operating reserves should forfeit a percentage of their
annual capacity revenues. All resources should be obligated to offer into the Day Ahead
Market (DAM) and to be available for ERCOT dispatch throughout the operating day
even if they are not committed in the DAM. Resources should be obligated to report their
true operating capability to ERCOT at all times and be prohibited from economically
withholding their generation from the market. Generators should be able to offer above
their short term marginal costs, as addressed below, without it being considered economic
withholding. The Independent Market Monitor (IMM) will determine instances, if any,
when economic withholding occurs.
4. Should there be a locational reliability requirement in ERCOT? If so, what factors would
dictate separate locational requirements?
A sub-area of ERCOT that is import constrained should have a separate locational
requirement to ensure that the sub-area has adequate supply. Obviously, the capacity
serving the sub-area would be counted toward the total ERCOT supply needs.
5. Should a transition mechanism be considered? If so, what issues would a transition mechanism
be intended to address and how should it be structured?
As stated in our response to question 2, we recommend that the capacity procurement
should be made three years in the future. If that recommendation is accepted, we do not
see the need for a transition mechanism as the market participants will have adequate time
to transition to the new regime.
6. Should the Commission consider a Minimum Offer Price Rule (MOPR) or a statement of
principles?
The Commission should consider a Minimum Offer Price Rule (MOPR) which is a
valuable protection to the marketplace. The MOPR prevents new resources that may be
receiving out-of-market revenues that are not available to all resources from artificially
suppressing capacity prices for those resources that depend on the capacity market for
revenues. Although the likelihood of buyer side market power in Texas, which is under the
control of the PUCT, is less than in the multi-state RTOs in the Northeastern U.S., a
MOPR will provide greater certainty to investors and reduce risk premiums and costs to
consumers.

7. How would the reliability obligation be allocated to load serving entities?
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ERCOT's installed capacity requirement, which is the level that is sufficient to meet the I
day in 10 year or other agreed upon reliability standard, should be supported by the load
serving entities on a prorata basis.
8. If the market includes a centralized or residual auction, how should the auction be structured?
EquiPower recommends a scaled bid auction, which is the most cost effective method
rather than requiring a significant software investment to conduct a declining clock
auction.
9. If the market allows for self-provision, how should that be structured?
Market participants should be allowed to self-provide but they should not be allowed to
distort the market by offering in excess capacity that is supported by out-of-market
revenues that are unavailable to the rest of the market participants. Also, a decision to selfprovide must be a long term commitment that prohibits those participants that choose that
path from entering the market when prices are low and withdrawing from the market
when they are not.
10. Should a vertical or sloped demand curve be adopted?
A sloped demand curve is far preferable to a vertical demand curve because it removes
volatility between boom/bust cycles when the supply of resources is slightly below/above the
capacity requirement. This smoothing of the capacity prices is better for consumers as well
as the resource owners and investors.
11. What additional elements of a reliability market design should be considered?
EquiPower believes that the important features of a reliability market are clear audit
requirements for generation and Demand Response to demonstrate their capability, a
sloped demand curve, a procurement period of three years in the future, the ability for new
generation to lock in a price for an extended period, such as five years, in the first year that
it clears the market, a Minimum Offer Price Rule that prevents buyer-side market
manipulation, market rules that prevent supply side market manipulation, and meaningful
penalties for non-performance during times when ERCOT is deficient in operating
reserves that are paid by underperforming resources to overperforming resources.
In addition, it is very important to identify the appropriate marginal resource to alleviate a
capacity shortfall in order to properly size the necessary revenue stream from the capacity
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market and provide the prospect for compensatory returns to new generation investment.
For example, it is likely that the marginal new resource in ERCOT is a gas fueled
Combined Cycle Gas Turbine (CCGT) power plant. When determining the proper pricing
for capacity payments the expected revenue from the energy market and ancillary services
from a CCGT must be deducted recognizing the appropriate offer caps for energy.
Appropriate returns, cost of equipment, construction costs and other key value parameters
must be used to determine the compensatory pricing level (often referred to as Cost of New
Entry - CONE) from which the other revenue streams must be deducted. This process is
extremely important to determine the appropriate level of capacity payments to incentivize
new generation investment and importantly to ensure that these payments are not over or
under funded. It is critical to point out that if the energy offer caps in ERCOT are kept at
a relatively high level then the capacity payments will be relatively minor due to the
significant contribution from energy deducted from CONE. However, even though the
capacity payment level may be relatively low the locked in forward looking payment
streams will be extremely important in attracting new investment. This revenue stream
will be highly valued relative to an energy only revenue stream paid on a year to year basis
given its inherent volatility and uncertainty.
Commissioner Anderson's Questions of General Applicability
• How does the cost of paying all capacity a clearing price at the cost of incremental capacity
compare to traditional utility rate of return regulation?
A capacity market does not pay all capacity a clearing price at the cost of incremental
capacity. Capacity markets are designed to provide incremental revenue that generators
need above and beyond what they can recover in the energy and ancillary services markets.
In a capacity market with a sloped demand curve, the revenue received by generators will
be designed to be equal to the Net Cost of New Entry (CONE) when the generation supply
is exactly the amount required to meet the reliability goal. The Net CONE value is the
amount of revenue needed by the most economical new generator net of its expected
margin from the energy and ancillary services markets.
In addition, it is very important to identify the appropriate marginal resource to alleviate a
capacity shortfall in order to properly size the necessary revenue stream from the capacity
market and provide the prospect for compensatory returns to new generation investment.
For example, it is likely that the marginal new resource in ERCOT is a gas fueled
Combined Cycle Gas Turbine (CCGT) power plant. When determining the proper pricing
for capacity payments the expected revenue from the energy market and ancillary services
from a CCGT must be deducted recognizing the appropriate offer caps for energy.

Appropriate returns, cost of equipment, construction costs and other key value parameters
must be used to determine the compensatory pricing level (often referred to as Cost of New
Entry - CONE) from which the other revenue streams must be deducted. This process is
extremely important to determine the appropriate level of capacity payments to incentivize
new generation investment and importantly to ensure that these payments are not over or
under funded. It is critical to point out that if the energy offer caps in ERCOT are kept at
a relatively high level then the capacity payments will be relatively minor due to the
significant contribution from energy deducted from CONE. However, even though the
capacity payment level may be relatively low the locked in forward looking payment
streams will be extremely important in attracting new investment. This revenue stream
will be highly valued relative to an energy only revenue stream paid on a year to year basis
given its inherent volatility and uncertainty
In a traditional utility rate of return regulatory regime, every generator, not just the most
economical one, would receive its full capital cost, including construction cost overruns,
plus a guaranteed rate of return. In addition, in a regulated regime ratepayers are often
required to pay for cost overruns and misspending with a rate of return whereas in a
competitive market the equity owners bear those risks and retain responsibility for those
costs. In other words, there is no guarantee of a return of and on capital in a competitive
market including markets with capacity payments. In fact, in markets with capacity
payments many generation market participants have not recovered their cost of capital and
a number have either been in financial distress and/or bankruptcy. Some of this is due to
poor market design, however, a significant cause is the uncertain energy revenues and
unanticipated costs including environmental expenditures. This is precisely why capacity
markets are important as they contribute steady cash flow streams to stimulate new
investment but also to importantly support existing generation especially those resources
required for reliability of the system that receive little contribution from energy revenues.
In a regulated regime it is a very rare instance where a utility files for bankruptcy but
instances of cost overruns, poor investment decisions, etc. are commonplace. Under the
regulated model, ratepayers are on the hook to pay for these missteps and the utility
usually at least recovers its cost and the preponderance of the time it recovers those costs
with a return.
• How does pricing energy market revenues based on the market clearing price of energy
compare to traditional utility fuel recovery?
It is possible that the energy market revenues for some generators, especially those with
low variable costs including nuclear, wind, and hydro, will be higher than the energy
revenues that they would recover in traditional utility fuel recovery, especially in years
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when significant scarcity events occur. However, the expected energy and ancillary
services revenues that a generator would collect are subtracted from the capacity costs of
the unit that is used to set the demand curve, which in ERCOT would likely be a combined
cycle gas turbine (CCGT). In an RTO with a capacity market, a generator has a
reasonable opportunity to recover its full costs and a return on investment only if its
construction costs did not exceed the assumed cost of the Proxy Unit and if it was available
to operate during the high LMP hours of the year so that it recovered the energy margin
that was assumed for the Proxy Unit in the development of the Net CONE value.
• For a backstop procurement or in a capacity market, is it appropriate to price both capacity and
energy based on a market clearing price?
EquiPower is not sure how the referenced backstop procurement would work so we cannot
provide specific comments on it. However, we do question why an agency of the State of
Texas would consider an out of market mechanism that is contrary to free and competitive
markets, given the incredible business success and wealth that has been created in Texas by
the free market and competitive systems. While it is tempting for short term political
expediency to try address a tight market with governmental intervention, that type of
action will destroy the confidence in the market, create significant uncertainty and
assuredly result in higher costs to consumers in the long run rather than solve the issue at
hand. Texas had the debate several years ago in the power sector as to whether a
competitive system would result in a better economic outcome for customers than a
regulated model and concluded that a competitive market would be better over the long
run. In fact, the Texas market has enjoyed a number of years of excess supply and lower
costs. In fact, our analysis shows that competitive markets have experienced a significant
increase in availability from generating units reducing the requirement for generation and
saving substantial cost and improving reliability. While backstop procurement is not a
complete retrenchment back to the failed regulated model, it has similar shortcomings of
obligating captive ratepayers to investment decisions made by a centralized governmental
agency. It is also unfair and unreasonable to favor a few market participants with
government-sponsored contracts at the risk of adversely impacting all other market
participants and jeopardizing the long term viability of the competitive market.
In competitive markets where there is a capacity market, the goal of market design is to
provide generators with a reasonable opportunity to recover their investment and a rate of
return on the investment over the life of the generator. Capacity markets are designed to
provide the revenue that generators are not able to recover in the energy and ancillary
services markets due to market limitations such as offer caps and/or provide enhanced
clarity as to the long term prospects of compensatory revenue streams and therefore

incentivizing investment. A sloped demand curve is designed such that if the system has
exactly the amount of capacity that is needed to meet its reliability standard then the
capacity market will clear at the Net Cost of New Entry (CONE) value which will be paid
to generators. The Net CONE value is the annualized cost of the generator with the lowest
required capacity cost after netting out margin that the generator is expected to receive in
the energy and ancillary markets. Therefore, it is appropriate to pay both capacity and
energy based on market clearing prices since they, in theory, sum to the revenue that a
generator would need to recover its investment and the return on the investment over the
life of the generator. Notably, any cost overruns during construction and loss of revenue
due to poor operating performance would be borne by the generator, not captive
ratepayers as is the case in the regulated regime.
• For a backstop procurement or in a capacity market, is it appropriate to pay the resources a
market clearing price for energy if capacity payments guarantee return on and of capital?
EquiPower is not sure of how the backstop procurement would work so we cannot
comment on it (see above for our general comments).
The existence of a capacity market does not provide a guaranteed return on and of
investment to any resource as would be the case in a regulated regime. Capacity markets
are designed to provide margin to generators above and beyond what they are expected to
recover in the energy and ancillary services markets so that they have a reasonable
opportunity to recover their investment and a return on that investment over the life of the
generator. In a market such as ERCOT with high System Wide Offer Caps (SWOCs) on
energy prices, the amount of additional revenue that generation would need through a
capacity market would be very modest. The Northeastern RTOs impose caps of
$1,000/MWh in the energy market which depresses LMPs and place a greater reliance on
capacity market revenues than would be the case in ERCOT. It is very important to
emphasize that capacity markets do not ensure compensatory returns. In fact, in many
restructured markets with capacity markets market participants have not recovered their
cost of capital and in some cases have gone through bankruptcy proceedings (at no cost to
customers). This is because the markets were overbuilt as competitive markets are prone
to do at times and electricity customers greatly benefitted from this over investment.
Under this same circumstance in a regulated market and potentially under a backstop
generation regime, captive ratepayers would be obligated to provide the utility or
contracting party a full return of and on investment.
• What extra capacity (in MW) would be required over and above the economic equilibrium
reserve capacity provided by an energy-only market`?
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We do not believe there would be any extra capacity above the economic reserve capacity
provided by an energy only market because we believe a market with a capacity market
could allow ERCOT to achieve equilibrium whereas an energy only market, especially as
currently structured, has little to no chance of reaching equilibrium.
• How many hours per year would that incremental extra capacity be called upon to be available?
Per above, none.
• How much would it cost for ERCOT to have that amount of capacity built?
Per above, none.
• What is the cost of eliminating resource adequacy related outages per MWh under each of the
following:
(1) a capacity market;
(2) EOM plus construction of state-owned generation; and
(3) any other backstop or supplemental generation mechanism?
In its August 30, 201.2 comments filed with the PUCT, EquiPower shared analysis that was
based on ERCOT market modeling performed by a leading energy consultant. That
analysis indicated that an incremental revenue stream of approximately 10% over the then
current forward energy prices would be sufficient through a capacity market to incent new
investment in the necessary new generation to achieve target reserve margins in a market
with $9,000/MWh price caps.
EquiPower does not know what the construction of state-owned generation or some other
supplemental generation mechanism would cost but we are sure that if the PUCT decides
to pursue that path, it will stifle investment in new generation and will lead existing
generators to limit capital expenditures on maintenance that is critical to keeping the fleet
reliable. Under those alternatives, existing generation will continue to under collect
revenue that it needs to recover its investment and a return on that investment and will not
be able to continue investing capital to keep the fleet operating reliably. Such steps to
attempt to address long term market issues with short term government intervention will
send the competitive markets into a death spiral back into a regulated regime in the long
run because such a market will never incentivize new investment. EquiPower strongly
urges the PUCT not to pursue the construction of state-owned generation or some other
backstop or supplemental generation mechanism as a way to increase the installed reserve
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margin in ERCOT. As previously mentioned, such market intervention is completely
contrary to the manner in which Texas otherwise conducts its economic activity; namely
based on free and competitive markets from which the strongest State economy in the
country has developed. Governmental intervention to address competitive market issues
has never worked and only results in further market anomalies and higher costs to
consumers over the long run.
Backstop Generation as an Ancillary Emergency Reserve Service in EOM
• Could new ancillary services be used to address resource adequacy? Why or why not?
In previous comments that EquiPower filed, we suggested that one way to incent the
construction of new resources would be by providing additional revenue streams to
generators through additional ancillary services, such as voltage support, primary
frequency response, etc. However, an ancillary service that is focused only on "backstop
generators" will not solve the underlying problem that the EOM provides insufficient
revenue for the generation fleet as a whole. EquiPower recommends that the PUCT not
pursue a new ancillary service focused only on "backstop generators." Consistent with our
earlier comments any market design that favors one class of market participant and
discriminates against another is unfair and unreasonable and will not solve the issues in the
market in the long run.
Reserve Margin Obligation on load serving entities (LSEs)
• How could a mandatory reserve margin be imposed on LSEs?
LSEs reap tremendous savings in satisfying their installed and operating reserve
requirements by being a part of the ERCOT system instead of providing the amount of
reserves that each would need as a stand-alone entity. Assessing each LSE its pro-rata
share of the installed capacity requirement that the entire ERCOT system needs is a fair
and equitable way to provide reliability for the State.
• How do you ensure sufficient transparency so as to prevent affiliated generation and LSEs from
exercising undue price influence in the market?
The Independent Market Monitor (IMM) has the authority to review and modify as needed
the offers of all generators in the capacity, energy, and ancillary services markets.
EquiPower does not see a need for any additional measures.
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• What additional measures should be imposed to prevent market power abuse by large
generators and independent power producer (IPP) generators that are affiliated with LSEs?
The Independent Market Monitor (IMM) has the authority to review and modify as needed
the offers of all generators in the capacity, energy, and ancillary services markets.
EquiPower does not see a need for any additional measures.
What additional measures should be imposed to prevent market power abuse by large
generators and IPP generators that are affiliated with LSEs?
The Independent Market Monitor (IMM) has the authority to review and modify as
needed the offers of all generators in the capacity, energy, and ancillary services
markets. EquiPower does not see a need for any additional measures.
How should the market be designed so as to avoid the problem of large incumbent IPPs
keeping out small generators? Should the PUCT market power abuse rules be modified to
lower the generation ownership limit to less than 10% of installed capacity?
EquiPower does not see how large incumbent IPPs could keep small generators out
of the market. In fact, we believe that a capacity market provides a greater
opportunity for small generators to participate than in other constructs, such as a
bilateral market. In New England, for example, there are many generators that
have very small market shares, many with less than 1% of the market.
To minimize market power abuse concerns, should generators be required to divest
themselves of any LSE? Should non opt-in entities (NOIEs) be exempt from this
obligation? Alternatively, is it sufficient to require non-NOIE generators to prove that
they offer non-affiliated retail electric providers (REPs) bilateral contracts that are no less
favorable than the terms that they offer their affiliated LSEs? Should they be required to
offer more favorable terms to avoid market concentration problems?
EquiPower does not believe that generators need to divest themselves of a corporate
relationship with an LSE. In the RTOs of other parts of the U.S., many companies
that own merchant generation and also provide competitive retail supply to
consumers participate in the capacity, energy, and ancillary services markets.
There is no inherent market power issues in this type of market participation.

Centralized Forward Capacity Market
II

- How should the demand curve be implemented so as to avoid the boom and bust cycle?
A vertical demand curve, as is currently used in ISO-NE, leads to the boom and bust cycles
that you refer to. Prices are very high in years when the market is slightly deficient in
capacity and very low when the market is slightly surplus. One of the benefits of a sloped
demand curve is that it dampens the boom and bust cycles which is better for consumers
and generators. Vertical demand curves suffer from the same uncertainty issues that an
energy only market does and, therefore, has a significantly lower likelihood of incentivizing
new investment and enhancing resource adequacy. It should be noted that ISO-NE will
likely recommend a sloping demand curve as part of market redesign activities to be
pursued in 2014.
- If a sloped curve is used, how is a minimum margin achieved?
Sloped demand curves are usually constructed such that the Net Cost of New Entry
(CONE) value is paid to generators when the supply equals the amount of MWs needed to
meet the reliability criteria. The Net CONE value is the annualized cost of the generator
with the lowest required capacity cost after netting out margin that the generator would
receive in the energy and ancillary markets. The capacity market will clear at prices above
the Net CONE value if the system is slightly deficient in installed reserves, which will
provide greater incentive to resource developers to add new supply.
- What should be the forward and commitment periods? Why?
EquiPower recommends that procurement should be three years in the future. This
amount of time promotes competition by allowing new resources to be constructed as well
as existing resources to retire while providing adequate notice to stakeholders. The three
year period also allows adequate time for new resources, either generation or transmission,
to be constructed to solve potential reliability problems caused by a supply retirement. If a
period of fewer than three years is adopted, there will be less competition and a greater
need for out-of-market contracts to maintain generation that would otherwise retire but is
needed for transmission reliability. In addition, a three year forward capacity market
should provide the market with reliable price signals to make investment or retirement
decisions. Fewer years makes it very difficult to make those decisions and have some level
of comfort as to where market pricing is expected to be when the resource will come on
line. In addition, owners of older, inefficient resources that have future environmental
obligations will be able to decide whether to remain in the market or retire and, therefore,
will allow the market to respond and replace any retiring resource. A three year period is
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sufficient to send the proper price signals to make investment and retirement decisions, and
construct necessary resources and/or plan for retirements. The longer the forward time
horizon is the less reliable projections of future resource requirements will be, resulting in
greater uncertainty for investment and retirement decisions.
• What products should be permitted to participate in a capacity market?
EquiPower recommends that all generation and Demand Response (DR) resources be
allowed to participate in the market. Generation and DR resources must be treated on a
comparable basis with equivalent obligations and penalties. Supply resources should be
able to participate based on the amount of supply they can provide during the time of the
summer peak, not a nameplate rating of the facility. To the degree that supply resources
outside of the ERCOT footprint can be counted on to provide supply when called upon,
have a dedicated transmission path into ERCOT, and can be dedicated to ERCOT
dispatch, those resources should also be allowed to participate. ERCOT should limit
imports to the amount that can be reliably delivered during peak conditions and may
choose to impose a minimum notice that external resources must provide before they can
withdraw their resource from the ERCOT market.
• What performance requirements should be imposed on capacity bidders beyond an obligation
to bid in the day ahead market (DAM)?
All resources should be required to qualify through a semi-annual audit (Summer and
Winter) to demonstrate their supply capability. Resources that are unavailable during a
time when ERCOT is deficient in Operating Reserves should forfeit a percent of their
annual capacity revenues. All resources should be obligated to offer into the Day Ahead
Market (DAM) and to be available for ERCOT dispatch throughout the operating day
even if they are not committed in the DAM. Resources should be obligated to report their
true operating capability to ERCOT at all times and be prohibited from economically
withholding their generation from the market.
What additional measures should be imposed to prevent market power abuse by large
generators and IPP generators that are affiliated with LSEs?
The Independent Market Monitor (IMM) has the authority to review and modify as
needed the offers of all generators in the capacity, energy, and ancillary services
markets. EquiPower does not see a need for any additional measures.

13

How should the market be designed so as to avoid the problem of large incumbent IPPs
keeping out small generators? Should the PUCT market power abuse rules be modified to
lower the generation ownership limit to less than 10% of installed capacity?
EquiPower does not see how large incumbent IPPs could keep small generators out
of the market. In fact, we believe that a capacity market provides a greater
opportunity for small generators to participate than in other constructs, such as a
bilateral market. In New England, for example, there are many generators that
have very small market shares, many with less than 1 % of the market.
To minimize capacity market manipulation, should generators participating in any
capacity auction be required to divest themselves of any LSE? Should NOIEs be exempt
from this obligation? Alternatively, is it sufficient to require non-NOIE generators to
prove that they offer non-affiliated REPs bilateral contracts that are no less favorable than
the terms that they offer their affiliated LSEs? Should they be required to offer more
favorable terms to avoid market concentration problems`?
EquiPower does not believe that generators need to divest themselves of a corporate
relationship with an LSE. In the RTOs of the Northeastern US, many companies
that own merchant generation and also provide competitive retail supply to
consumers participate in the capacity, energy, and ancillary services markets.
Should generation successfully bidding in the capacity auction be required to submit bids
in the DAM? If so, how is withholding of power to be determined?
All generation that clears in the capacity auction must be obligated to bid into the
DAM every day and to be available for dispatch during the operating day even if it
did not receive a DAM commitment. The Independent Market Monitor (IIVIM) has
the authority to review and modify as needed the offers of all generators in the
capacity, energy, and ancillary services markets.
Should short-run marginal cost be required with respect to their bids?
Generators need a reasonable opportunity, not a guarantee, to earn a return of and
on their investment in the markets over the life of the unit. If offers in the energy
and capacity markets are limited to the short-run marginal costs, generators will
not be able to recover their full costs and therefore investment will be stifled.
EquiPower believes that generators should be free to offer into the energy market at
prices above their short-run marginal costs. Offering in above short-run marginal
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costs is not without significant risk to generators. As the generators do not possess
market power they run the risk of not clearing in the market and losing out on
needed revenues. This potential provides the natural check in the system to
encourage generators to offer into the energy market at their most competitive
pricing level.
Does the PUCT need to defte what constitutes a violation of its market power abuse
rules for purposes of a capacity market? Should each MW bid for each hour above shortrun marginal cost be deemed to be a violation for purposes of the PURA penalty
provisions?
EquiPower believes that generators should be free to offer into the energy market at
prices above their short-run marginal costs. Competition among all generators who
only earn margin by operating will temper the prices offered by generators. Those
that offer at too high a price will not be chosen to run, will not earn energy margin,
and will adjust their offer the following day to be more competitive.
To minimize capacity market manipulation, should generators participating in any
capacity auction be required to divest themselves of any LSE. Should NOIEs be exempt
from this obligation? Alternatively, is it sufficient to require non-NOIE generators to
prove that they offer non-affiliated REPs bilateral contracts that are no less favorable than
the terms that they offer their affiliated LSEs? Should they be required to offer more
favorable terms to avoid market concentration problems?
EquiPower does not believe that generators need to divest themselves of a corporate
relationship with an LSE. In the RTOs of the Northeastern US, many companies
that own merchant generation and also provide competitive retail supply to
consumers participate in the capacity, energy, and ancillary services markets.

• Should any working group at ERCOT which recommends protocols to implement any
mandatory capacity construct be composed at a minimum equally between resources and load?
EquiPower believes that a working group at ERCOT which recommends protocols to
implement a capacity market should include representation by market participants that
represent resources and load. More importantly, it should include representatives who are
also knowledgeable about capacity market design in the other RTOs so that ERCOT's
capacity market can incorporate the best features of those markets.
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• How would the costs of a mandatory capacity market be allocated?
LSEs reap tremendous savings in satisfying their installed and operating reserve
requirements by being a part of the ERCOT system instead of providing the amount of
reserves that each would need as a stand-alone entity. Assessing each LSE its pro-rata
share of the installed capacity requirement that the entire ERCOT system needs is a fair
and equitable way to provide reliability for the State.
• If a mandatory capacity market contains a forward component, how are payments to be applied
to customers who switch? How do REPs allocate their capacity charge? Will REPs be left with
what amounts to a stranded cost?
REPs will only be charged for load that they serve during a delivery year. Customers are
free to move among REPs freely as each REP will know the cost that a new customer will
be charged for capacity in each delivery year when they are soliciting that customer. They
will not be faced with stranded costs.

Respectfully submitted,
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James=A. Ginnetti
Senior Vice President
EquiPower Resources Corp.
100 Constitution Plaza
Hartford, CT 06103
Telephone: 860-656-0822
Telecopier: 860-722-9960
December 16, 2013
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