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	Comments


On 7/21/11, PRS recommended approval of Nodal Protocol Revision Request (NPRR) 385 as amended by the 6/21/11 Luminant Energy Company LLC comments.  Pursuant to Section 21.4.5, Nodal Protocol Revision Request Impact Analysis, ERCOT is responsible for preparing an Impact Analysis based on the proposed language in the 7/21/11 PRS Report.  However, due to reasons laid out herein, ERCOT defers the filing of an Impact Analysis document at this time pending further clarification of the NPRR language.  ERCOT requests that PRS table NPRR385 until after it has been more fully vetted by the appropriate subcommittees.
NPRR385 puts forward two separate concepts.  The first relates to adding an administrative Real-Time Settlement Point Price floor of negative $251/MWh for Resource Nodes, Hubs and Load Zones.  The second concept would add review, analysis and reporting requirements to the Network Security Analysis (NSA) process set forth in Section 6.5.7.1.10, Network Security Analysis Processor and Security Violation Alarm.  As explained further below, ERCOT believes that both concepts need further consideration.  However, because the two concepts are distinct and may involve different timelines and venues for stakeholder discussion and different implementation schedules, ERCOT would support dividing NPRR385 into two separate NPRRs.
Negative Price Floor
Negative prices at Resources Nodes signal that system conditions require a reduction in the amount of energy injected by Generation Resources.  This condition can arise as the result of two different scenarios:
· The first scenario is a system-wide event that occurs when the system Load decreases below the aggregated Generation Resource Low Sustained Limit (LSL).  This event represents a system-wide over supply of generation that must be corrected to assure that the system frequency does not exceed the high system limit.  Security-Constrained Economic Dispatch (SCED) addresses system-wide over generation events through use of the Power Balance Penalty.  The Power Balance Shadow Price, which determines the Power Balance Penalty, for a system-wide over generation event is a negative $250 per MWh for every MW of Power Balance violation.  This means that the system lambda will equal a − $250 per MWh for the duration of the system-wide over generation event and, in the absence of network transmission congestion, all Locational Marginal Prices (LMPs) will equal this value (− $250 per MWh).  No change to the Protocols is required to limit negative prices in this scenario.
· The second scenario is specific to a local event on the transmission network.  This scenario occurs when it is not possible for SCED to Dispatch Generation Resources to produce sufficient counter flow on a network transmission constraint to prevent a violation.  In this scenario, SCED produces a down Dispatch Base Point accompanied by a negative LMP at Generation Resource Nodes to encourage the Generation Resource to reduce output or shut down.  In one sense, Generation Resources that remain On-Line at negative prices are paying load to take energy.  If more than one Generation Resource has a Shift Factor impact in the correct direction to relieve the violated constraint by reducing output or shutting down, the relative order of the negative prices (LMPs) at each Resource Node represents the optimum economic dispatch to minimize the cost to the Generation Resources capable of resolving the constraint.  To maintain the optimum system Generation Resource dispatch in Real-Time, it is imperative to maintain the economic order of the dispatch price signals.  In this scenario, negative prices are local and the value of these prices can be more negative than − $250.  The affect of the proposed Protocol change is to cap the Settlement Point Price at a − $251, while leaving the SCED Base Point and five minute LMPs unchanged.
ERCOT believes further consideration of the effects of the proposed Protocol change on the market is necessary, including, but not limited to, the following:
· The incentives for Generation Resources to comply with the economic Dispatch orders provided by SCED in Real-Time.
· The impact on Day-Ahead Market (DAM) energy offers/bids and DAM Point-to-Point (PTP) Obligation Bids.  The proposed change does not impose the Settlement Point Price floor on Day-Ahead Settlement Point Prices (DASPPs).  Consequently, the DAM purchase price for a DAM PTP Obligation and the Real-Time Settlement of the DAM PTP Obligation instrument are not based on the same Settlement Point Price determination.  While more indirect, there may also be a need to consider the impact of the proposed change on PTP Obligations purchased in the monthly and annual Congestion Revenue Right (CRR) Auctions and settled in the DAM.
· The impact on possible market uplifts resulting from the difference in Settlement Point Prices in the DAM and Real-Time Market (RTM) created by the application of the negative Settlement Point Price floor only to Real-Time Settlement Point Prices. 
Security Violation Analysis and Reporting
The second concept put forward by NPRR385 would add several requirements to the NSA process.  As currently worded, ERCOT would be required to report as part of the Monthly System Planning Report information related to the causes of security violations and possible solutions developed by ERCOT to address those violations.  The Monthly System Planning Report has traditionally been reviewed by ROS.  ERCOT believes that additional clarification regarding the depth and the scope of the SCED analysis that would required as part of the Monthly System Planning Report is needed prior to completing the Impact Analysis.  Accordingly, ERCOT requests that PRS refer this issue to ROS so the requirements of the SCED analysis can be clearly determined.

	Revised Proposed Protocol Language


None at this time.  
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