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	Comments


The concern expressed by Market Participants in NPRR322 is that Non-Opt-In Entity (NOIE) Congestion Revenue Right CRR) Offers, as currently modeled and solved in the Day-Ahead Market (DAM), contribute to potential congestion in the DAM that does not consistently appear in the Real-Time Market (RTM) solution.  As such the market is expediting language and exploring solutions to minimize this potential impacts going into the summer peak.  ERCOT notes that any significant changes to the market design and business processes on a short timeline may or may not mitigate the original concern stated above and could create risks or unexpected results in other areas.    

The ERCOT comments below contain the following:

· Reinforce quick solutions that would improve alignment and accuracy of CRR offers

· Further analysis of Feb 5 example of Pearsall constraints and CRR offer impacts

· Analysis of RTM price reversal of CRR offers 

· Potential manual workaround impacts and risks

Quick solution to improve alignment and accuracy of CRR offers

As the market considers NPRR322 in whole, it is important to consider at minimum two key Protocol changes that improve CRR offer impacts and efficiencies in the DAM as a quick solution.

· NPRR367, Shaping of PTP Options Taken to Real-Time to Match Forecasted Load (to minimize MW of CRR offers in DAM)

· NPRR368, Clarification of the Purpose of Point-to-Point Options
· Both concepts have are included in CPS Energy’s 6/1/11 comments on NPRR322 (Section  4.4.6.1, PTP Obligation Bid Criteria)
ERCOT Study of Impacts of CRR offers in DAM:

Luminant distributed a study of Operating Day Feb 5 of the Pearsall Auto Transformer example with the observations that CRR offers simultaneously overload Pearsall transformer in both directions, which is physically impossible in Real-Time.

ERCOT performed a study to determine if there is a potential market solution in the DAM.  ERCOT re-ran the Feb 5 DAM and added two Point-to-Point (PTP) Obligation bids sourced in the Load Zone South and sinking in the Pearsall area.  It was found that the PTP Obligations did provide counterflow and lowered the congestion costs of the constraints binding in the area, whereby the Shadow Prices of SMOOPEA8  PEARSALL_69_4 and SPEASAN8  PEARSALL_69_4 dropped from approximately $5,000 to $500 and the Day-Ahead Settlement Point Price difference between two Settlement Points (e.g. PEARSA_13_18 and PEAR_PEARS_1) of PEARSALL_69_4 dropped from approximately $50 to about $1.  

ERCOT provides this study to create an understanding of how CRR offers can contribute to congestion, and also how there are market mechanics to offset the CRR offer contribution as the market considers the need for expedited or partial implementation before summer.

Study of Price Reversal in Real-Time for April-May 2011
ERCOT also performed a study of the price reversal in the RTM on the CRR offer paths from April and May 2011.  April/May Real-Time price reversal for CRR offers reflected $4.6MM in reversal ($3.4MM in April, $1.2MM in May).   

Potential Manual Workaround and Risks:
The manual workaround option under review by ERCOT as a potential short-term alternative is described below: 

· Protocol changes are required to implement temporary solution (see below for greater detail).
· Changes would be required to Sections 4.4.6.1, 4.6.3, and 7.9.2.1 to modify NOIE/Qualified Scheduling Entity (QSE) market submissions and Settlements processes
· Current CRR offers would be discontinued by QSE for NOIE
· NOIE creates dedicated sub-QSE for NOIE special PTP Obligations 
· Requires that NOIE register (or coordinate with existing QSE to register) a new dedicated sub-QSE to submit PTP Obligation bids that are Linked to Options that are owned by the NOIE CRR Account Holder.  

· NOIE sub-QSE PTP Obligations submissions and awards would be settled manually as special PTP Obligations for DAM/RTM
· All PTP Obligation bid submissions from sub-QSE will be used as input to DAM
· If there are errors in submissions that are awarded (such as more MW bid than CRR inventory or invalid source-sink combination), ERCOT will not allow special Settlement of PTP Obligations

· ERCOT systems would be enhanced with an emergency code change for Settlement changes to enable workaround

· Two new temporary "cuts" of data would be used until the fully automated process is implemented ("SQDARTOBL" and "SQRTOBL")

· DAM Operator and Settlement workarounds on a daily basis

· two to three hours per day with existing staff seven days/week 

· DAM Operator would defer one hour of current constraint/solution quality to assess eligibility of NOIE offers 
· This work is in addition to existing manual workarounds for NPRR290, ERCOT Publication of DAM PSS/E Files, and NPRR343, CRR Bid and PTP Obligation Bid Criteria Change
· S&B would manually disqualify special Settlement treatment of any PTP Obligations when identified by DAM Operator and move to another sub-QSE under the Counter-Party for normal Settlements of the PTP Obligation 
· This two hours of work is in addition to a current average of eight hours per day of workarounds performed in S&B and increases risk of error, which may result in disputes and resettlements.

Protocol Revisions Required for Manual Workaround:
Add the following new paragraph (4) to Section 4.4.6.1, PTP Obligation Bid Criteria
(4)
PTP Obligation bids with Links to an Option shall be submitted by the registered sub-QSEs that is set up for the sole purpose to submit the PTP Obligation bids with Links to an Option and shall be settled pursuant to Section 4.6.3, Settlement for PTP Obligations Bought in DAM, and Section 7.9.2.1, Payments and Charges for PTP Obligations Settled in Real-Time.  If the PTP Obligation bids with Links to an Option are awarded in the DAM but do not conform to the existing CRR ownership for the NOIE, they shall not be eligible for Settlement as described in this paragraph. ERCOT shall evaluate the PTP Obligation bids with Links to an Option to ensure that the submittal has a matching CRR ownership aligning the same source Settlement Point and sink Settlement Point pair and having a quantity less than or equal to the sum of the NOIE CRR ownership value for the path.
In paragraph (1) of Section 4.6.3, Settlement for PTP Obligations Bought in DAM, add the following formula and variable definition for the charge or payment to sub-QSEs set up for submission of PTP Obligation bids with Links to an Option:

RTOBL q, (j, k) = SQDARTOBL q, (j, k)
	Variable
	Unit
	Definition

	SQDARTOBL q, (j, k)
	MW
	Day-Ahead Real-Time Obligation per QSE with cleared PTP Obligations with Links to an Option per pair of source and sink(The total MW of the QSE’s PTP Obligation bids to be settled in the DAM for the source j and the sink k for the hour.  (This MW amount has been appropriately reduced in order to effectively not make any payments for the particular hour and path.)  This is used only for sub-QSEs that are set up for the sole purpose to submit PTP Obligation bids with Links to an Option.


In Section 7.9.2.1, Payments and Charges for PTP Obligations Settled in Real-Time, add the following formula and variable definition for the charge or payment to sub-QSEs set up for submission of PTP Obligation bids with Links to an Option:
RTOBL q, (j, k)  = SQRTOBL q, (j, k)
	Variable
	Unit
	Definition

	SQRTOBL q, (j, k)
	MW
	Real-Time Obligation per QSE with cleared PTP Obligations with Links to an Option per pair of source and sink—The number of QSE q’s PTP Obligations for the source j and the sink k settled in Real-Time for the hour.  (This MW amount has been appropriately reduced in order to effectively not make any charges in Real-Time for a particular 15-minute Settlement Interval and path.)  This is used only for sub-QSEs that are set up for the sole purpose to submit PTP Obligation bids with Links to an Option.


	Revised Proposed Protocol Language


See above.
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