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	Comments


We support the scarcity pricing and market mitigation protections afforded by NPRR 091, as presently proposed.  However, we believe that the duration of these protections should be extended beyond 45 days in order to ensure that consumers are adequately protected from the likelihood of anomalous market events following the opening of the Nodal market.  Specifically, the mitigation period should be extended until after both of the following occur: (1) ERCOT begins publishing 5-minute settlement quality prices in real-time in advance of the interval at the zone, node and hub levels, and (2) the ERCOT Board determines that the protections afforded by NPRR 091 are no longer necessary.  This extension should apply to the treatment of TAC-approved Competitive Constraints as non-competitive constraints as well as to the Scarcity Pricing and Mitigated Offer Cap provisions of NPRR 091.

Unfortunately, publication of 15-minute settlement-quality prices is not possible at the zonal level due to the discrepancy between the five-minute SCED interval and the 15-minute billing interval applicable to retail consumers.  However, 5-minute SCED data could be published.  While the 5-minute data does not provide a complete price signal, since the settlement prices are based on the averaging of the three 5-minute SCED prices for the 15-minute settlement period, some price signal is better than none at all.  As a result, the publication of the zonal weighted average price for each SCED interval in advance of the interval will provide consumers with at least some form of real-time price signal to which it can respond in response to changes in market prices and conditions.  (We hope that a better approach can be developed in the future to provide more accurate price signals.)

The start-up of the Nodal market will, no doubt, have unforeseen problems and glitches that may result in aberrant market prices not reflective of economic reality.  This is to be expected with the implementation of any radical change in market structure.  It does not seem reasonable to expect that these problems will resolve themselves or be capable of being resolved within a 30 or 45-day period. Market start-up problems that severely impact market participants may persist indefinitely pending the implementation of technical software fixes and/or partial market redesign which may take some months to accomplish.

Aberrant energy prices following market opening may have economically devastating consequences on all market participants.  This is especially so because price responsive loads, under the Nodal protocols as presently written, will have no notice of market prices in real-time and hence no ability to respond quickly to unanticipated energy price behavior.  Customers must be afforded market mitigation until such time as the market demonstrates that it is responding to market conditions in an economically rational manner, unintended market glitches are successfully resolved by ERCOT and consumers are provided reliable price signals in real-time.  The Texas Nodal market is being watched carefully around the country as a possible model for others to follow.  The last thing that ERCOT, the Texas PUC and market participants want is a launch of the new Nodal market in a manner that results in unintended, economically crushing effects upon the Texas economy and upon ERCOT market participants.

If the Nodal market is not operating as designed, and in a rational manner, the unmitigated system-wide offer cap that will apply following the expiration of the NPRR 091 safeguards will not be sufficient to protect consumers from unreasonable economic harm.  The high level of the offer cap, the lack of bid caps, the inability of price responsive loads to receive price signals in real-time and the improper functioning of the market together create a recipe for potential economic disaster.

The lack of a specific date in NPRR 091 for termination of its market mitigation provisions will not harm market participants nor diminish the objectives underlying the design and implementation of the Nodal market.  Notice of prices in real-time is a necessary component of a properly designed market, and with the dropping of any requirement that ERCOT provide 15-minute interval settlement-quality zonal weighted average prices in real-time, ERCOT should be able to handily implement the provisioning of node, hub prices and weighted-average zonal prices for each SCED interval in real-time prior to market opening, or very shortly thereafter.  With respect to the termination of the NPRR 091 mitigation provisions after this point, the ERCOT Board can be counted upon to act wisely and expeditiously to do so at the appropriate time.

We believe that TAC can accomplish the necessary revisions to NPRR 091 without the need for remand to WMS. 

The edits set forth below build upon the red-lined text appearing in the January 6, 2010 TAC Report on NPRR 091.

	Revised Proposed Protocol Language


3.19
Constraint Competitiveness Tests

(1)
Unless the Board approves changes, the “Competitive Constraints” are the contingency/limiting Transmission Element pairs that represent the Commercially Significant Constraints (CSCs) and Closely Related Elements (CREs), as those terms were defined in the ERCOT Protocols, immediately prior to Texas Nodal Market Implementation Date. The ERCOT Board may approve changes to the Competitive Constraints from time to time, whether before the Texas Nodal Market Implementation Date or after.  A contingency/limiting Transmission Element pair is designated a Competitive Constraint by TAC approval.  Among other relevant factors, TAC shall consider the results of the Test Procedures 1 and 2, as described in Section 3.19.1, Annual Competitiveness Test, in reaching its determination as to whether or not a Transmission Element pair should be considered as a Competitive Constraint.  Any contingency/limiting Transmission Element pair not designated as a Competitive Constraint is deemed to be a non-competitive constraint. Notwithstanding the foregoing, as described in Section 4.4.11.2, Scarcity Pricing and Mitigated Offer Cap During Nodal Startup, commencing with the Texas Nodal Market Implementation Date all TAC approved Competitive Constraints will each be deemed to be a non-competitive constraint.  The requirement of this paragraph (1) shall continue until after both of the following occur: (a) ERCOT begins publishing five-minute Settlement quality prices in Real-Time in advance of the interval at the zone, node, and hub levels, and (b) the ERCOT Board determines that the protections afforded by this paragraph (1) are no longer necessary.
 (2)
An appropriate subcommittee approved by TAC (“TAC Subcommittee”) may develop an alternative list through the analysis described below for determining Competitive Constraints.  

(3)
The TAC Subcommittee shall perform the following analysis with the goal of developing an objective standard for determining Competitive Constraints:

(a)
Contingency analysis – based on reasonable generation dispatch that would lead into a set of elements to be studied.

(b)
Constraint Competitiveness Test (CCT) - using the parameters described in Section 3.19.1, Annual Competitiveness Test; Section 3.19.2, Monthly Competitiveness Test; and Section 3.19.3, Daily Competitiveness Test.

(c)
Initial analysis of the CSCs and CREs and additional proposed contingency/limiting Transmission Element pairs for possible modifications or designation to their status as a Competitive Constraint must be completed prior to the Texas Nodal Market Implementation Date and subsequent analysis shall be on-going.

(d)
At a minimum, the CCT should be performed at least once per month and the results compared to the existing TAC-approved Competitive Constraints list.  Based on the comparison, the TAC Subcommittee may evaluate alternative methodologies or alternative Competitive Constraints and report the results of these evaluations to the TAC.

(4)
The Independent Market Monitor (IMM) may suspend a Competitive Constraint from being designated as competitive for a specified period of time necessary to allow for analysis, but not to exceed 60 days.  The IMM shall notify the market of the estimated time needed to conduct the analysis.  The IMM shall notify the market of any suspended Competitive Constraint before suspension.

(5)
TAC shall approve the Competitive Constraints one month prior to the annual CRR Auction.  Prior to each monthly CRR Auction, TAC shall approve updates to the Competitive Constraints that are applicable for the following monthly auction.  Any Competitive Constraint not determined to be competitive by TAC shall be deemed to be non-competitive.
(6)
ERCOT shall post the Competitive Constraints to the MIS Secure Area at least five Business Days before any change takes effect. ERCOT shall post any Competitive Constraints that have been suspended and the duration of the suspension as soon as practicable to the MIS Secure Area.

4.4.11
System-Wide Offer Caps

(1)
The SWCAP is as follows:

(a)
The low system-wide offer cap (LCAP) is set on a daily basis at the higher of:

(i)
$500 per MWh for energy and $500 per MW per hour for Ancillary Services; or

(ii)
Fifty times the FIP of the previous Operating Day, expressed in dollars per MWh for energy and dollars per MW per hour for Ancillary Services.

(b)
The high system-wide offer cap (HCAP) is $2,250 per MWh for energy and $2,250 per MW per hour for Ancillary Services.

(c)
Beginning two months after nodal implementation, the HCAP shall be $3,000 per MWh for energy and $3,000 per MW per hour for Ancillary Services.  

(d)
At the beginning of each annual resource adequacy cycle, the SWCAP shall be set equal to the HCAP and maintained at this level as long as the peaker net margin (PNM) during an annual resource adequacy cycle is less than or equal to $175,000 per MW.  During an annual resource adequacy cycle, the SWCAP shall be as set forth above in items (b) and (c) above, unless the PNM has exceeded $175,000 per MW by the date specified.  If the PNM exceeds $175,000 per MW during an annual resource adequacy cycle, on the next Operating Day, the SWCAP shall be reset to the LCAP for the remainder of that annual resource adequacy cycle.

(2)
Any offers that exceed the current SWCAP shall be rejected by ERCOT. 

4.4.11.1
Scarcity Pricing Mechanism 

(1)
ERCOT shall operate the scarcity pricing mechanism (SPM) as follows:

(a)
The SPM operates on an annual resource adequacy cycle, starting on January 1 and ending on December 31 of each year.

(b)
For each day of the annual resource adequacy cycle, the peaking operating cost (POC) shall be ten times the FIP for the previous Operating Day.  The POC is calculated in dollars per megawatt-hour (MWh).

(c)
For the purpose of this Section, the Real-Time energy price (RTEP) shall be measured as the ERCOT Hub Average 345 kV Hub price.

(d)
For the current annual resource adequacy cycle, the PNM shall be calculated in dollars per megawatt (MW) on a cumulative basis for all past intervals in the annual resource adequacy cycle as follows:

∑((RTEP – POC) * (.25)) for each settlement interval where (RTEP – POC) >0

(e)
By the end of the next Business Day following the applicable Operating Day, ERCOT shall post the updated value of the PNM and the current SWCAP on the MIS Public Area.

4.4.11.2
Scarcity Pricing and Mitigated Offer Cap During Nodal Startup
(1)
Commencing with the start of the Texas Nodal Market Implementation Date, the SWCAP shall be set by ERCOT on a daily basis at the higher of $180 per MWh or 18 mmBtu per MWh times the Fuel Index Price (FIP), expressed in dollars per MWh for energy and dollars per MW per hour for Ancillary Services. By the end of the next Business Day following the applicable Operating Day, ERCOT shall post the updated value of the PNM and the current SWCAP on the MIS Public Area.  Also commencing with the start of the Texas Nodal Market Implementation Date, the Energy Offer Curve floor shall be adjusted to -$50 per MWh.  The requirements of this paragraph (1) shall continue until after both of the following occur: (a) ERCOT begins publishing five-minute Settlement quality prices in Real-Time in advance of the interval at the zone, node and hub levels, and (b) the ERCOT Board determines that the protections afforded by this paragraph (1) are no longer necessary.
(2)
Upon satisfaction of the two termination criteria set forth in paragraph (1) above, ERCOT shall provide notice to the market on the first Operating Day thereafter, that the SWCAP will be set as determined in accordance with Section 4.4.11(1) effective at 0000 hrs on the next Operating Day thereafter.

(3)
Commencing with the start of the Texas Nodal Market Implementation Date and continuing until such time as the two termination criteria set forth in paragraph (1) of Section in 3.19, Constraint Competitiveness Tests, have been met, ERCOT shall treat all contingency/limiting Transmission Element pairs identified on the TAC approved Competitive Constraint List as non‑competitive constraints for the purposes of the two-step SCED methodology in paragraph (5) of Section 6.5.7.3, Security Constrained Economic Dispatch. .  

(4)
Upon satisfaction of the two termination criteria in paragraph (1) of Section 3.19,ERCOT shall provide notice to the market on the first Operating Day thereafter, that the TAC approved Competitive Constraint List will become effective at 0000 hrs on the next  Operating Day thereafter, for the purposes of the two-step SCED methodology in paragraph (5) of Section 6.5.7.3. .
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