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Celebrating its 20th anniversary in 2017, EPSA is the national trade association representing
leading independent power producers and marketers. EPSA members provide reliable and competitively
priced electricity from environmentally responsible facilities using a diverse mix of fuels and technologies.
Power supplied on a competitive basis collectively accounts for 40 percent of the U.S. installed generating
capacity. EPSA seeks to bring the benefits of competition to all power customers. This pleading
represents the position of EPSA as an organization, but not necessarily the views of any particular
member with respect to any issue.
2
IPPNY is a not-for-profit trade association representing the independent power industry in New
York State. Its members are involved in the development and operation of electric generating facilities and
the marketing and sale of electric power in New York. IPPNY’s members include suppliers and marketers
that participate in the NYISO’s energy and capacity markets. This pleading represents the position of
IPPNY as an organization, but not necessarily the views of any particular member with respect to any
issue.
3
NEPGA is the trade association representing competitive power generators in New England.
NEPGA’s member companies represent approximately 26,000 megawatts, or roughly 80% of the installed
capacity in New England. NEPGA’s mission is to support competitive wholesale electricity markets in New
England. NEPGA believes that open markets guided by stable public policies are the best means to
provide reliable and competitively-priced electricity for consumers. A sensible, market-based approach
furthers economic development, jobs and balanced environmental policy for the region. As active
participants in the ISO-NE capacity and wholesale electricity markets, NEPGA’s member companies have
substantial and direct interests in the outcome of these proceedings, and those interests cannot be
adequately represented by any other party in the proceeding.
4
P3 is a non-profit organization dedicated to advancing federal, state and regional policies that
promote properly designed and well-functioning electricity markets in the PJM Interconnection, L.L.C.
(“PJM”) region. Combined, P3 members own over 84,000 MWs of generation assets, produce enough
power to supply over 20 million homes and employ over 40,000 people in the PJM region covering 13
states and the District of Columbia. The comments contained in this filing represent the position of P3 as
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(collectively, “Competitive Suppliers”) respectfully submit these comments in response to
the Federal Energy Regulatory Commission’s (“FERC” or “Commission”) Notice of
Proposed Rulemaking (“NOPR”) on Fast-Start Pricing in Markets Operated by Regional
Transmission Organizations (“RTOs) and Independent System Operators (“ISOs”),
issued on December 15, 2016.6 The NOPR proposes to revise the Commission’s
regulations to require each ISO/RTO to meet certain requirements for when and how
fast-start resources are priced in energy and operating reserve markets. The goal of the
requirements is to ensure more transparent prices that reflect the full marginal cost of
serving load with fast-start deployments, which will reduce uplift costs, thus improving
price signals and facilitating efficient investment. Simply, reflecting all resources which
have fast-start capability in energy and operating reserve real-time pricing is a
fundamental concept which should be implemented expeditiously in every ISO/RTO. All
commitment costs, including start-up and no-load costs, should be included in that realtime market price at a minimum for fast-start resources defined by a 30 minute start-up
capability. Of note, as the resource mix continues to evolve, there can be resources that
are not designated as fast-start units, but are deployed in real-time with minimum run
constraints. The pricing theory applied to fast-start resources must equally apply such
that all commitment costs for those units are included in the market price.
EPSA and Competitive Suppliers have provided extensive, comprehensive
comments on the array of energy and operating reserve price formation issues that have
an organization, but not necessarily the views of any particular member with respect to any issue. For
more information on P3, visit www.p3powergroup.com.
5
WPTF is a California nonprofit, public benefit corporation. It is a broad-based membership
organization dedicated to enhancing competition in Western electric markets while maintaining the current
high level of system reliability. WPTF supports development of competitive markets throughout the West
and the development of uniform rules to facilitate transactions among market participants.
6
Fast-Start Pricing in Markets Operated by Regional Transmission Organizations and Independent
System Operators, Notice of Proposed Rulemaking, 157 FERC ¶ 61, 213 (2016) (“NOPR”).
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been subject to Commission analysis and public comment proceedings, including
technical conferences, FERC staff reports, and two rounds of reports from all federally
regulated ISOs/RTOs.7 In each of these proceedings, Competitive Suppliers have
particularly highlighted the critical need for fast-start pricing which includes all
commitment costs, and therefore generally support issuance of the instant NOPR and
urge expeditious issuance of a final rule so that individual markets can begin the
implementation process as soon as possible. However, Competitive Suppliers note that
the NOPR limits fast-start pricing to just 10-minute start resources. Leaving 30-minute
start resources out of the price-setting will perpetuate the price suppression those units
would have on the energy clearing price when started and run for their 60 minute or less
run-time. Particularly as the power resource mix continues to evolve, it is important to
ensure that prices reflect actual system conditions and resource capabilities, benefiting
every type of resource. Such pricing improves performance incentives for all resources
during tight system conditions when reliability risk is heightened. Improving the rules for
all resources is of particular importance at this time, in which pressures and challenges
in various markets threaten to chip away at the holistic operation of organized regional
wholesale electricity markets.
If anything, over the past three years since the Commission identified and
prioritized reforms for energy market pricing improvements, technological developments
and external market factors are creating additional new stresses on the operation of the
regional wholesale markets. The Commission, with exclusive jurisdiction and
responsibility over the wholesale power markets, must signal to those who rely on
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Notice Inviting Post-Technical Workshop Comments, Docket No. AD14-14-000
(Jan. 16, 2015); Order Directing Reports, 153 FERC ¶ 61,221).
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markets, that flaws will not be allowed to fester and identified improvements will be
implemented expeditiously to positively impact pending investment decisions. It is
FERC’s responsibility to act to preserve the benefits of wholesale power markets for
consumers that it has spent decades of work to achieve, and addressing fast-start
pricing is another critical step in that effort.
I.

BACKGROUND AND SUMMARY

Competitive Suppliers cannot overstate the importance of the price formation
reform, and commend the Commission for its leadership in examining these technical but
critical issues to remedy potentially unjust and unreasonable rates caused by current
ISO/RTO rules. The fast-start pricing NOPR sets in motion one of the most critical and
necessary reforms identified by the Commission and market participants. FERC must
move forward to require ISOs/RTOs to implement specific fast-start pricing reforms so
that energy market prices reflect the marginal cost of serving load, which helps ensure
that price signals support and promote efficient investment decisions, reliability, and
resource adequacy. These changes help decrease the need for out of market actions
by system operators, thereby decreasing distorted market signals, uplift costs, and
concerns about uplift cost allocation.
This work is all the more critical as electricity markets face what is clearly a multiyear, if not a multi-decade, series of profound changes to how electricity is generated
and consumed. As we are already seeing, the resource mix is changing to include
greater deployment of resources with low to zero marginal costs, while at the same time
conventional central station power plants with measurable marginal costs will continue to
be necessary. In broad terms, well-designed and properly regulated competitive
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wholesale markets remain the best model to manage the challenges and risks posed by
rapid and ongoing change; competitive markets are inherently more flexible, adaptable
and place more risks on investors than consumers. It is FERC’s responsibility and duty
to ensure that needed near-term price formation improvements are implemented as soon
as possible so that policymakers, industry and consumers can turn attention to longerterm fundamental changes to the economic regulation of the bulk power system that will
likely be needed as the resource mix and the proportion of bulk power and non-bulk
power supplies and demand-side management shifts over time.8
Further, the inclusion of more intermittent or distributed resources bodes for
greater deployment of fast-start resources, though some resources that may be
committed in real-time, very close to the interval when they are needed, are relatively
inflexible as to minimum or maximum operation limits. Such units must be eligible to set
the locational marginal price (“LMP”), in order to reflect its participation as the marginal
unit in that dispatch interval, and the importance of its fast-start capability to system
operations and reliability. As noted in the instant NOPR, “Fast-start pricing can result in
improved price signals, especially during tight or unexpected system conditions when the
need for fast-start resources is the greatest.”9 There are challenges to such pricing,
which are addressed in the NOPR and should be addressed by each ISO/RTO.
Additionally, as discussed below, there may be specific approaches that can differ by
ISO or RTO based on differences among multi-interval dispatch and pre-dispatch
commitment programs in place.
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See, e.g., QER 1.2, http://www.energy.gov/epsa/quadrennial-energy-review-second-installment.
NOPR, Para 9.
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A final rule setting out clear fundamental principles for real-time fast-start pricing is
critical to ensure that ISO/RTO practices result in sufficient, transparent energy and
operating reserve prices. While all ISOs/RTOs should implement fast-start pricing for the
day-ahead market as well, doing so is a goal but not as critical in the intermediate term
as addressing the real-time market. Some markets may be poised to include fast-start
pricing in the day-ahead market, while other markets may require greater effort to
implement these changes in the day ahead market or otherwise may need to coordinate
such changes with other planned improvements to their day ahead market (e.g., ISONE’s project to cooptimize day ahead energy and operating reserves). Such efforts,
should not delay real-time implementation of fast-start pricing in those markets that may
be starting from behind on this issue.
Fundamentally, fast-start pricing methods must allow resources defined by a 30minutes start up time and dispatched at their operating limits to set LMP, which must
include start-up and no-load costs. All ISOs/RTOs should employ a dynamic approach
to fast-start resource pricing which accommodates start-up and shut-down costs and noload costs, and respects the principle that offers from fast-start units committed to meet
incremental load should be able to set prices at all times they are committed to meet
demand. This dynamic approach should not just be used during the short intervals upon
their initial dispatch or when operators choose to log their commitment in a particular
way.
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II.

COMMENTS

A. Definitions and Resource Eligibility
The NOPR proposes to define eligible fast-start resources based on three
performance requirements: (1) ability to start up within ten minutes or less; (2) minimum
run time of one hour or less; and, (3) submission of economic offers to the market (i.e.,
not self-scheduling energy units). Notably, both dispatchable fast-start resources and
block-loaded fast-start resources are included in the Commission’s definition. This would
allow a variety of technologies beyond conventional generation to be eligible for dispatch
under fast-start pricing. Competitive Suppliers largely support the proposed definition
and eligibility parameters. It is important that all types of resources may set prices as
fast-start resources if they meet the defined performance requirements, which would
include emergency demand response resources.
However, as EPSA and Competitive Suppliers have commented in the past, faststart resources should be defined as resources that can respond to notifications within
30 minutes, not just within 10 minutes. Highly flexible natural gas peakers offer ramping
capabilities which are increasingly needed to address the participation of intermittent
resources, and such peakers often have a response time of 30 minutes. These units
represent the very theory behind fast-start resources, and therefore must be included in
any eligibility requirements.
There may be circumstances in which a resource with a response time of longer
than 30 minutes is acting as a fast-start resource, and therefore should be eligible to set
the LMP in the interval in which it is dispatched. This is a situation that may be impacted
by a particular region’s resource mix and options, and its commitment or pre-
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commitment and scheduling program and timeline. Therefore, it may be necessary for
the Commission to consider some variation in the performance requirements and
definition of fast-start resources as the marginal unit needed to serve load from different
markets. However, the baseline definition must be expanded to include units with a
response time of 30 minutes or less. And, any variation should be supported by
technical and operational detail from the market operator to demonstrate why different
resources may be deemed fast-start units in that region under certain circumstances.
Importantly, this may lead a market operator to first define what capabilities are needed,
and then designate eligible resources as those who can supply that capability.
B. Inclusion of Start-up and No-load Costs in Prices
Competitive Suppliers support the NOPR’s proposal to include start-up and noload costs in fast-start prices. Just as including fast-start resources in real-time LMPs
should be a fundamental principle in every ISO/RTO, so should the inclusion of all
commitment costs in that price be a fundamental principle for fast-start pricing. This
requires each ISO/RTO to determine prices by calculating an enhanced energy offer that
incorporates start-up and no-load costs which are marginal costs of that fast-start unit, as
well as the incremental energy offer, as outlined in the NOPR.10 As noted, the inclusion
of commitment costs must be amortized over the full minimum run time of a unit, as that
unit cannot operate for less than its minimum run time. Importantly, the inclusion of all
commitment costs in fast-start pricing serves to improve the quality of real-time price
signals, encouraging investment in existing or new generation that can respond more
quickly in response to real-time price changes.
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NOPR, Paras 49, 50.
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C. Relaxation of Economic Minimum Operating Limit
As explained in the NOPR, relaxing the economic minimum operating limit of a
fast-start resource to zero in the pricing run allows that resource to be dispatched for its
fast-start capability, and importantly to set the market clearing price because it is the
marginal unit needed to serve load. This also allows a block-loaded fast-start resource
to be treated as dispatchable by the market software.11 Without this relaxation, blockloaded fast-start resources are treated as fixed resources, so that their actual cost-based
offers will almost never be reflected in market prices, and LMPs will be set by the offers
from lower cost flexible units that are dispatched down on the margin ("backed down") to
accommodate the full output of the fast-start resource that is being treated as a fixed
resource. Treating fast-start units as a fixed resource leads to administrative pricing; the
relaxation of the fast-start resource's economic minimum operating limit to a default,
administered level does not give full consideration to the unit's actual costs and most
likely will lead to prices that are less than the marginal fast-start unit's offer costs.
The NOPR notes concerns that relaxing the economic minimum operating limit
can result in over-generation concerns. Quite simply, allowing block-loaded resources to
function, and be dispatched, as fast-start resources is one of the operational system
needs that initially gave rise to the focus on energy price formation issues in ISOs/RTOs.
Therefore, directing the markets to make revisions which allow for and price that
capability into the system is critical. As noted, there are mechanisms to address overgeneration concerns in various markets. Therefore, the Commission should allow each
ISO/RTO to demonstrate that it either has market rules in place to address the potential
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NOPR, Para 54.
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for over-generation due to deviations from dispatch instructions, or has developed tariff
revisions to address those concerns.
D. Offline Fast-Start Resources
As the NOPR explains, if ISOs/RTOs do not sufficiently consider all resources that
are available to meet system needs, including offline fast-start resources, the resulting
prices are not economically efficient. In order to be beneficial, offline fast-start resources
must be feasible as a fast-start resource, and economic for addressing certain system
needs, such as a transmission constraint violation, energy shortage or reserve shortage.
One way to address the feasibility requirement is to include any resource with a 30
minute response time, rather than limiting eligibility to 10 minute resources. This is
critical to allowing offline natural gas peaking units to be dispatched as fast-start
resources under certain conditions.
If feasible and economic, that offline resource must be allowed to set the market
clearing price, reflecting its full cost of operation which includes start-up and no-load
costs amortized over a certain timeframe and capacity value. The NOPR sets out
threshold requirements for offline resources, stating that they may set price only when
dispatched to address transmission constraint violations or for an energy/ancillary
service shortage condition. The NOPR further sets out three criteria which offline
resources must meet: (1) start-up time of ten minutes or less; (2) a generation shift factor
of no less than five percent on the applicable transmission constraint violation; and, (3)
no operational constraints that would prevent the resource from starting and providing
energy. As is the case in the general definition of a fast-start resource, it is critical that
any resource with a start-up time of 30 minutes or less be eligible.

10

E. Day-Ahead and Real-Time Market Consistency
While incorporation of fast-start pricing in both the real-time and day-ahead
markets is a reasonable goal, and can be implemented more quickly in certain markets,
it is of the utmost importance to implement fast-start pricing for the real-time market.
Such implementation should not be delayed by a concurrent approach for the day-ahead
market in a region which much work to do on fast-start pricing generally. While it is
important that all prices – both real-time and day-ahead – should reflect the marginal
costs of the resources used to serve load, there are some operational considerations
which may require certain markets to phase implementation of fast-start resources in the
day-ahead market. One issue, for instance, may be a market operator’s look-ahead
modeling program, or commitment mechanisms. Due to the nature of fast-start
resources, it may require extensive software and programmatic changes in order to
sufficiently assess availability and dispatchability day-ahead such that day-ahead and
real-time prices converge.
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II.

CONCLUSION
WHEREFORE, Competitive Suppliers support a final rule in the proceeding that

would require each ISO/RTO to establish requirements for the pricing of fast-start
resources in real-time energy and operating reserve markets. Such pricing is a
fundamental concept which should be implemented expeditiously in every ISO/RTO such
that all commitment costs, including start-up and no-load costs, are included in the realtime market price at a minimum for fast-start resources defined by a 30-minute start-up
capability.

Respectfully Submitted,
/s/ Nancy Bagot
________________________________________
Nancy Bagot, Senior Vice President
Electric Power Supply Association
1401 New York Avenue, NW, Suite 1230
Washington, DC 20005
Tel: 202-628-8200
NancyB@epsa.org
/s/ Gavin J. Donohue
Gavin J. Donohue
President & CEO
Independent Power Producers of New York, Inc.
194 Washington Ave, Suite 315
Albany, New York 12210
Tel: 518-436-3749
gavin@ippny.org
/s/ Bruce Anderson
Bruce Anderson
Vice President of Market and Regulatory Affairs New
England Power Generators Association, Inc.
33 Broad Street, 7th Floor
Boston, MA 02109
Tel: 617-902-2347
banderson@nepga.org

12

/s/ On behalf of the PJM Power Providers Group:
By: Glen Thomas
Glen Thomas
Diane Slifer
GT Power Group
101 Lindenwood Drive,
Suite 225
Malvern, PA 19355
gthomas@gtpowergroup.com
610-768-8080
/s/ Gary Ackerman
Gary Ackerman
Executive Director
Western Power Trading Forum
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Suite 107-222
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