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	Comments


Luminant Energy Company LLC (Luminant) offers two changes to the NPRR as published in the TAC report dated January 6, 2010.
First, Luminant believes that the risk to the market of high prices caused transmission congestion in the early days Nodal Market is at least equal to (and possibly greater than) the risk to the market of high prices caused by the scarcity pricing.  Therefore, we recommend extending the 30-day delay in the use of competitive constraints to a period of 45-days.  This proposed change will set the “moratorium” period for both the use of competitive constraints and the application of a mitigated offer cap to 45 days after the Texas Nodal Market Implementation Date.
Second, Luminant is concerned that the current language in Section 4.4.11.2, Scarcity Pricing and Mitigated Offer Cap During Nodal Startup, does not recognize the potential for cold weather to cause natural gas curtailments during the first 45 days (i.e., December 1, 2010 through January 14, 2011) of the Nodal Market operation.  The severe cold weather that occurred in late December and again in early January 2010 throughout a large portion of the ERCOT region is a good example.  
The current language in Section 4.4.11.2 establishes a System Wide offer cap (SWCAP) of $180/MWh or 18 mmBtu per MWh x Fuel Index Price (FIP), whichever is greater.  The FIP is based on natural gas prices published in Gas Daily, in the Daily Price Survey, under the heading “East-Houston-Katy, Houston Ship Channel.” However, during periods of extended cold weather when natural gas supplies are usually heavily curtailed (or cut off completely) to generating units, fuel oil becomes the source of fuel for many generators in the ERCOT market.  Luminant proposes to change the mitigated SWCAP to the higher of FIP or Fuel Oil Price (FOP), which is based on a published fuel oil index price as defined in the Nodal Protocols for only those days when ERCOT is forecasting the high temperature for the day in any ERCOT Weather Zone to be at or below 35° F.  Natural gas companies typically begin curtailments to power generators when the forecast high temperature for the day is 35° F. or below.  This change would ensure that Generators are not required to produce energy at below their costs when using fuel oil as a fuel source during extreme cold weather events.  
	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, for the first 45 Operating Days beginning with the Texas Nodal Implementation Date all TAC approved Competitive Constraints will each be deemed to be a non-competitive constraint.
 (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)
During the period starting with the Texas Nodal Implementation Date and continuing for a total of 45 Operating Days, the SWCAP is 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.  However, if the daily high temperature forecast for any ERCOT Weather Zone is equal to or less than 35° F., then the SWCAP shall be based on the greater of the FIP or Fuel Oil Price (FOP), expressed in dollars per MWh for energy and dollars per MW per hour for Ancillary Services for that day.  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.  During this same 45-day period the Energy Offer Curve floor shall be adjusted to -$50 per MWh.
(2)
ERCOT shall provide notice to the market on the 45th Operating Day that the SWCAP will be set as determined in accordance with Section 4.4.11(1) effective at 0000 hrs on the 46th Operating Day.

(3)
During the period starting with the Texas Nodal Implementation Date and continuing for a total of 30 Operating Days, 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)
ERCOT shall provide notice to the market on the 30th Operating Day that the TAC approved Constraint Competitive List will become effective at 0000 hrs on the 31st Operating Day for the purposes of the two-step SCED methodology in paragraph (5) of Section 6.5.7.3. .
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