Shadow Price Methodology
Comments received via Email

16 May 2008 (compiled)

Clayton Greer comment:
Nice writeup.  I thought we had discussed at the last meeting that the power balance number of $100,000 wouldn't be workable as we do, on occasion, run out of balancing capacity and move into reserves.  In those instances would the price be set at $100,000/MWh if that is the level of the violation? 

Also, at the CWMG meeting can we get some sense of how many of the 69kV lines are intended to be monitored in nodal?  Since many are radial or don't result in cascading outages, I'd think it would be a small list.

Resmi response:

Ideally we should not reach power balance violation situation since the operators should be looking at the remaining capacity available for SCED all the time. If the capacity is below some threshold then they should be deploying RRS/Non-Spin to open up capacity for SCED.

However, if under any circumstances the power balance constraint is violated then power balance penalty factor will affect the price. We are working with ABB to convert the power balance penalty to be a curve instead of a single value. This will enable us to put a price based on the amount of violation of power balance (i.e. the extent of dependence on reserve).

I believe all the 69kV lines will be monitored. However it will be up to the operator to determine which constraints will be passed to SCED. If I remember correctly this is how we are doing in zonal. 

________________________________

Clayton Greer comment:

Right, could we get a list of the constraint and element combinations on the 69kV system that will be observed in nodal?  I think it would be helpful to understand the number of potential binding constraints we're talking about.

Resmi response:

We have roughly about 1700 69 kV lines and about 3000 defined contingencies. Any combination could result in a constraint depending upon the system condition.

________________________________

Eric Schubert comment:

You said: "However it will be up to the operator to determine which constraints will be passed to SCED." 

What are the criteria for determining which constraints will be passed to SCED?  

Resmi response:

Operators will be doing the same thing that they are currently doing for zonal. 

The operator needs to verify whether the constraint is a valid constraint or not and pass only valid constraints. Some time there could be modeling errors or telemetry errors that makes Real Time Contingency Analysis to produce constraints which are not real. Operator should not pass those constraints to SCED. 

Also operator should not pass constraints that can be resolved by Remedial Action Plan (RAP) / Dynamic Remedial Action Plan (DRAP) / Special Protection Scheme (SPS).

________________________________

Young Li comment:
Since you are working with ABB to convert the power balance penalty to be a curve instead of a single value, will you update this document to reflect this change? Hopefully, the $100,000 penalty will not be used to produce LMPs.

Resmi response:

ABB has not implemented it yet. Therefore, in EDS currently it is a constrant value. 

However,we can put a note saying the following [Note: ERCOT is working with vendor to implement power balance penalty as a curve]. But the MW & peanlty break points need to be disussed in the CMWG.

________________________________

Manny Muñoz comment:

I guess it's my turn to chime in. So far we've used constraints in several contexts:

· constraint

· binding constraint

· valid constraint

· constraint that is not "real"

· constraint that can be remedied by RAP, DRAP, and SPS.

What is ERCOT's interpretation of the differences between these and which on of these are commercially significant in the sense that they can be hedged with CRRs?

Resmi response:

All constraints can be hedged by CRR in DAM. But only NOIEs can settle their CRRs in RT.

Only constraints that are valid and can't be resolved by RAP/DRAP/SPS are passed to SCED. The constraints that come to SCED might become binding or not depending on the dispatch.
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