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Executive Summary: 

PSEG TX offers the following comments to on Nodal Protocol Revision Request (NPRR) 259. The Nodal Protocols (“Protocols”) provide for and require the use of market solutions up until the point of an Energy Emergency Alert (EEA). Thus, we propose to move the language proposed by ERCOT in this NPRR to the section on procedures immediately prior to EEA.  Moving the language to this section supports the Energy-Only market design in ERCOT as it encourages the use of market solutions to encourage market participants to supply Resource capacity to the market all the way up until an EEA is declared.
Details:

NPRR 259 appears to greatly expand the scope of ERCOT operator intervention regarding Resource commitment.  The Nodal Protocols (“Protocols”) anticipate that Resource commitment will occur through the Day Ahead Market (DAM), and Reliability Unit Commitment (DRUC & HRUC) processes.  If ERCOT finds itself in situations where it identifies a need to commit additional resources outside of DAM, DRUC and HRUC, the Protocols and the ERCOT business processes need to be evaluated and re-aligned to identify and develop market solutions to the need for additional capacity in the Energy-Only market.  In particular, if there are resources that are needed for reliability that are not procured through DAM, DRUC or HRUC, this indicates a need for a full review and potential modification of the transmission system constraints included in the DAM and DRUC/HRUC.  This can be done in the Operating Period in preparation for the next HRUC.
Resource capacity on the system is used by ERCOT for two purposes. First, there is capacity used to supply energy in real time to meet demand.  This is capacity that submits energy offer curves in for dispatch or capacity for which ERCOT creates energy offer curves for dispatch.  The second use for Resource capacity is “Reserve” capacity.  This is Resource capacity specifically procured through the Ancillary Service market to provide Ancillary Services.  If there is a shortage of sufficient capacity to serve load, ERCOT is anticipated identify and remedy this condition in the DRUC and HRUC process by committing additional generation to resolve transmission constraints and capacity shortage conditions.  If there is insufficient capacity to supply Ancillary Services, Protocols provide ERCOT with the ability to conduct Supplemental Ancillary Service Markets during Adjustment Period. For capacity shortages in the Operating Period, ERCOT has the ability to deploy the Reserves of Regulation, Responsive and Non-Spin. If there are shortages of Ancillary Services in the Operating Period, Protocols provide ERCOT with the ability to issue an Emergency Notice (6.5.9.3.4).

If these tools are insufficient, and for all other conditions, the Protocols provide for declaration of an Energy Emergency Alert (EEA).  
The use of EEA for short supply conditions is clearly called out in the Protocols. Specifically, it is the title of a section: Protocols 6.5.9.1, “Emergency and Short Supply Operation.” This section clearly states that:

6.5.9.1(2)

ERCOT shall, to the fullest extent practicable, utilize the Day-Ahead process, the Adjustment Period process, and the Real-Time process before ordering Resources to specific output levels with Emergency Base Point instructions.  It is anticipated that, with effective and timely communication, the market-based tools available to ERCOT will avert most threats to the reliability of the ERCOT System.  However, these Protocols do not preclude ERCOT from taking any action to preserve the integrity of the ERCOT System.
The language above requires reliance upon market solutions for all conditions but EEA.   Prior to reaching EEA, the Protocols provide ERCOT with an opportunity to take steps to encourage the market to bring on generation. This is anticipated through the use of the stepped sequence toward an Energy Emergency Alert. In particular, Protocols provide for the opportunity to issue an Operating Condition Notice, an Advisory, a Watch, and an Emergency Notice condition prior to declaration of EEA. These are provided for in Sections 6.5.9.3.1, 6.5.9.3.2, 6.5.9.3.3, and 6.5.9.3.4, respectively.   
Protocols provide for the stepped sequence toward an EEA for several reasons.  A primary reason for this construct is a guiding philosophy that market solutions should provide the primary means of solving reliability issues in non-emergency situations. The steps leading up to EEA are non-emergency situations and they provide clear and ample opportunity for ERCOT to inform the market about the need for additional capacity.  A second reason for this stepped process toward EEA is that the underlying economics would be anticipated to show scarcity. It is precisely these locational market price outcomes that market participants will be observing and responding to as they make near term decisions about bringing Resources online, and longer term decisions about whether to invest in ERCOT.  If the opportunities for pricing are circumvented by operator action to commit units outside of market processes, the link between pricing and resource adequacy is further weakened.  At every opportunity ERCOT and market participants should seek to solve reliability issues with market solutions to the extent practicable, not with operator interventions.  This philosophy is fundamental to restructured markets and has particular importance for ERCOT’s Energy-Only market design.
As the steps that provide ERCOT with the opportunity to employ market tools prior to declaration of EEA progress in severity, they set out important concomitant requirements to communicate issues to the market. Under the language proposed in this NPRR, there is no link to informing the market about why additional generation is needed and no attempts to provide for market solutions. Thus, as proposed the language detracts from the potential success of the Energy Only market design.
For example, an aspect of the “Advisory” condition is that ERCOT is required to clearly indicate the constraints. Section 6.5.9.3.2(2), “Advisory” states:
(2)
ERCOT shall issue an Advisory for the following reasons:

(a)
When it recognizes that conditions are developing or have changed and more Ancillary Services will be needed to maintain current or near-term operating reliability;

(b)
When weather or ERCOT System conditions require more lead-time than the normal Day-Ahead Market (DAM) allows;

(c)
When communications or other controls are significantly limited; or

(d)
When ERCOT Transmission Grid conditions are such that operations within first contingency criteria as defined in the Operating Guides are not likely or possible because of Forced Outages or other conditions.

(3)
The Advisory must communicate existing constraints.  ERCOT shall notify TSPs and QSEs of the Advisory, and QSEs shall notify appropriate Resources and Load Serving Entities (LSEs).  ERCOT shall communicate with TSPs as needed to confirm their understanding of the condition and to determine the availability of Transmission Facilities.  For the purposes of verifying submitted information, ERCOT may communicate with QSEs.

Of particular note are items (2)(d) and (3) that anticipate Forced Outages and the associated need for ERCOT to clearly communicate “existing constraints” to QSEs.

Even more important is Section 6.5.9.3.3, “Watch.”  This section clearly indicates the duties of ERCOT in the use of market tools prior to committing additional generation outside of EEA.  Sections 2 and 3 of this section state:  

(2)
ERCOT shall issue a Watch when ERCOT determines that:

(a)
Conditions have developed such that additional Ancillary Services are needed in the current Operating Period;

(b)
There are insufficient Ancillary Services or Energy Offers. in the DAM or in a Supplemental Ancillary Services Market (SASM);

(c)
Market-based congestion management techniques embedded in SCED as specified in these Protocols will not be adequate to resolve transmission security violations; or

(d)
Forced Outages or other abnormal operating conditions have occurred, or may occur that require operations with active transmission security violations.

(3)
With the issuance of a Watch pursuant to paragraph (2)(a) above, ERCOT may exercise its authority to immediately procure the following services from existing offers:

(a)
Regulation Services;

(b)
RRS services; and

(c)
Non-Spinning Reserve Services.

(4)
If the actions in paragraph (3) above do not relieve the insufficiency described in paragraph (2)(a) above, then ERCOT may issue Dispatch Instructions to Resources certified to provide the insufficient service, even though there is not an existing Ancillary Service Offer for that Resource.
(5)
If ERCOT issues a Watch because insufficient Ancillary Service Offers were received in the DAM, and if the Watch does not result in sufficient offer and the DAM is executed with insufficient offers, then ERCOT shall acquire the insufficient amount of Ancillary Services in the Day-Ahead Reliability Unit Commitment (DRUC) and shall issue Dispatch Instructions to the QSEs for Resources that were RUC-committed to provide Ancillary Services, informing them of the requirement that the Resources be prepared to provide those Ancillary Services.

(6)
If ERCOT issues a Watch because insufficient Ancillary Service Offers were received in a SASM, and if the Watch does not result in sufficient offer and the SASM is executed with insufficient offers, then ERCOT shall acquire the insufficient amount of Ancillary Services in the next Hourly Reliability Unit Commitment (HRUC) and shall issue Dispatch Instructions to the QSEs for Resources that were RUC-committed to provide Ancillary Services, informing them of the requirement that the Resources be prepared to provide those Ancillary Services.

Protocols 6.5.9.3.4, “Emergency Notice,” is even more clear in stating that if the interconnection is short of AS that:
(6)
If the Emergency Condition is the result of an Ancillary Service insufficiency, then ERCOT shall follow the EEA procedures.
In short, the Nodal Protocols provide various tools to ensure that ERCOT has sufficient capacity to solve constraints and to serve load. Thus, the scope of the proposed language in NPRR 259 is far too broad is is appropriate solely in Energy Emergency Alert Conditions. 
Thus, we propose to move this language Section 6.5.9.4.1 to indicate that ERCOT is obligated to employ market constructs to maintain reliability up until immediately prior to the declaration of EEA. 
PSEG TX appreciates the effort to ensure consistent compensation for units procured through RUC and during EEA.  
	Revised Proposed Protocol Language


5.1
Introduction

(1)
Transmission security analysis and Reliability Unit Commitment (RUC) are used to ensure ERCOT System reliability and to ensure that enough Resource capacity, in addition to Ancillary Service capacity, is committed in the right locations to reliably serve the forecasted Load on the ERCOT System. 

(2)
ERCOT shall conduct at least one Day-Ahead RUC (DRUC) and at least one Hourly RUC (HRUC) before each hour of the Operating Day.  ERCOT, in its sole discretion, may conduct a RUC at any time to evaluate and resolve reliability issues.

(3)
The DRUC must be run after the close of the Day-Ahead Market (DAM). 

(4)
The DRUC uses Three-Part Supply Offers submitted before the DAM by Qualified Scheduling Entities (QSEs) that were considered in the DAM but not awarded in the DAM.  A QSE may not submit a Three-Part Supply Offer to be considered in the DRUC unless the offer was also submitted for consideration in the DAM.

(5)
ERCOT must initiate the HRUC process at least one hour before the Operating Hour to fine-tune the Resource commitments using updated Load forecasts and updated Outage information. 

(6)
The RUC Study Period for DRUC is the next Operating Day.  The RUC Study Period for HRUC is the balance of the current Operating Day plus the next Operating Day if the DRUC for the Operating Day has been solved. 

(7)
HRUC may decommit Resources only to maintain the reliability of the ERCOT System. 

(8)
For each RUC Study Period, the RUC considers capacity requirements for each hour of the RUC Study Period with the objective of minimizing costs based on Three-Part Supply Offers and while substituting a proxy Energy Offer Curve for the Energy Offer Curve.  The proxy Energy Offer Curve is calculated in a way that minimizes the effect of the proxy Energy Offer Curves on optimization.

(9)
The calculated Resource commitments arising from each RUC process must be reviewed by ERCOT before issuing Dispatch Instructions to QSEs to commit, extend, or decommit Resources.

(10)
The Security Sequence is a set of prerequisite processes for RUC that describes the key system components and inputs that are required to support the RUC process, the RUC process itself, and the ERCOT review of the Resource commitment recommendations made by the RUC process. 

(11)
The RUC process may not be used to buy Ancillary Service unless the Ancillary Service Offers submitted in the DAM are insufficient to meet the requirements of the Ancillary Service Plan. 


6.5.9.4.1
General Procedures Prior to EEA Operations 

After having exhausted available market tools as elsewhere contemplated in these Protocols, and immediately prior to declaring EEA Level 1 detailed in Section 6.5.9.4.2, EEA Levels, ERCOT may perform the following operations consistent with Good Utility Practice:

(a)
Provide Dispatch Instructions to QSEs for specific Resources to operate at an Emergency Base Point to maximize Resource deployment so as to increase Responsive Reserve levels on other Resources;

(b)
Commit specific available Resources as necessary that can respond in the timeframe of the emergency.  Such commitments will be clearly posted to the MIS as soon as practicable after they are issued to the QSE and shall be settled using the HRUC process;

(c)
Start RMR Units available in the time frame of the emergency.  RMR Units should be loaded to full capability;

(d)
Issue Dispatch Instructions to QSEs to suspend any ongoing ERCOT required generating unit or Resource performance testing;

(e)
Utilize available resources providing Non-Spinning Reserve (Non-Spin) services as required; and

(f)
ERCOT shall use the PRC to determine the appropriate emergency Notification and EEA levels. 
(g)
All ERCOT Dispatch Instructions that order a QSE to commit a specific Generation Resource to be On-Line shall be considered a RUC dispatch for the purpose of the Settlement of payments and charges related to the committed Generation Resource.  
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