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	Comments


Luminant Energy Company LLC (Luminant) continues to support approval of Nodal Protocol Revision Request (NPRR) 327, State Estimator Data Redaction Methodology, as approved by the Protocol Revision Subcommittee (PRS) at its November 29, 2011 special meeting.  Luminant appreciates ERCOT’s work to craft a workable permanent State Estimator data redaction methodology that will provide more data transparency to the market at a reasonable cost.  To support the Business Case for this NPRR, Luminant filed comments on 12/07/11 outlining the potential annual benefits associated with the release this data and cited illustrative specific examples of “phantom” congestion that Luminant had observed during the Zonal market or Nodal trials.  These supplemental comments are meant to address the comments filed by Reliant Energy Retail Services (Reliant) on 12/09/11 as corrected on 12/12/11, which assert:

1. “…ERCOT has still met the requirements of P.U.C. Subst. R. 25.505 by posting the above information without the implementation of NPRR327”
2. “…ERCOT nodal market has operated in a stable manner for over a year without any significant issues that would have been resolved with the implementation of NPRR327”.

The full requirements of P.U.C. SUBST. R. 25.505, Resource Adequacy in the Electric Reliability Council of Texas Power Region, will be met upon the passage and implementation of NPRR327.

The assertion by Reliant that the State Estimator redacted data methodology is needed only if it could be done within 90 days is simply not accurate.  P.U.C. Subst. R. 25.505(f)(3)(E)(ii) states:

Concurrently, in conjunction with the Independent Market Monitor and the commission Staff, ERCOT, through its stakeholder process, shall develop protocols that detail, at a minimum, the methodology, duration, and posting requirement of a redacted version of the State Estimator data....   

Reliant correctly pointed out that while the Commission instructed that ERCOT shall develop Protocols that detail the methodology, duration, and posting requirement of a redacted version of the State Estimator data as soon as practicable, it also provided a “back stop” provision that states that if the Protocols could not be amended to fully comply with the requirement for release of the State Estimator data within 90 days, ERCOT must release the items listed in P.U.C. Subst. R. 25.505(f)(3)(E)(ii).  The posting of that data was intended to provide an incentive for Market Participants to work toward a permanent State Estimator redaction solution, and was to be published in the interim until the Protocol revisions could be completed.  See Chairman Smitherman’s comments during the Public Utility Commission of Texas (PUCT) October 22, 2010 Open Meeting that if “a protocol [is not developed] within 90 days of the start of the nodal market, then the following information [outlined in P.U.C. Subst. R. 25.505(f)(3)(E)(ii)] shall be released until a redacted model approved through the Protocol process is available.”  PUCT Open Meeting Transcript, at p. 128 (Oct. 22, 2010).  

In the preamble of the final rule, the Commission stated: 

The State Estimator provides detailed operational information related to the transmission system. In addition, the specific information that is provided may change over time. In light of this, Calpine's comment is well taken that the ERCOT stakeholder process is better suited than a commission rule for addressing the detailed State Estimator disclosure requirements. As a result, the commission has changed the amendment to require that, in conjunction with the IMM and the commission staff, ERCOT, through its stakeholder process, shall develop protocols that detail, at a minimum, the methodology, duration, and posting requirement of a redacted version of the State Estimator data. 
Confidentiality of Electric Generation Information in the Electric Reliability Council of Texas, Project No. 38470, Order Adopting Amendment to § 25.505 as Approved at the October 22, 2010 Open Meeting at 17 (Nov. 5, 2010).  ERCOT has complied with this requirement by continuing, through its stakeholder process, to develop NPRR327 to provide a permanent State Estimator redaction methodology.  The list of items in P.U.C. Subst. R. 25.505(f)(3)(E)(ii) that is being published currently is only a subset of the information envisioned and intended for the final redacted State Estimator Report.  As recognized by the Commission: 
… [M]arket participants can gain or lose millions of dollars because of modeling errors related to the ERCOT transmission system, and disclosure of operational information about the transmission system permits market participants to identify problems that can lead to the correction of these errors. Thus, timely disclosure of transmission system information through the SER allows for the mitigation of financial harm, and inefficient operations, resulting from modeling errors related to the ERCOT transmission system.  
Id. at p.14.  It was also clear that the Commissioners did not believe 90 days was a magical number.  As Chairman Smitherman stated at the October 22, 2010 PUCT Open Meeting: 

I really think it's important, the more I've thought about it, this first part of it, something is better than nothing, beginning on go-live. And I've got to believe you guys, you technical guys have some sense of what you think you can get out there that is not going to release competitive information and just make the call on it. And then we'll work, try to work in a more thoughtful way for the next two months, three months, six months, to get something else in place.

PUCT Open Meeting Transcript at 136 (Oct. 22, 2010).  In actuality, it has now taken over thirteen months to move NPRR 327 through the stakeholder process, and we have dragged our feet far too long in getting the permanent State Estimator Data Redaction methodology implemented.

The Commissioners also struggled with how to implement parameters so that the cost of the permanent redaction methodology did not exceed its benefit.  At the same Open Meeting, Commissioner Anderson questioned what should happen if after the stakeholders developed a methodology that ended up costing $50 million to implement.  He stated: “the Commission would then make a decision: You know what? The juice isn't worth the squeeze. And so we'll just live -- at least in my case, we'll live with the itemized list [outlined in section (f)(3)(E)(ii)], or at least go back and rethink it.”  To address the concern that ERCOT would feel obligated by the Commission’s order to implement a redaction methodology regardless of the cost, the final order was amended to say that stakeholders should work together to develop a “cost effective protocol.”  ERCOT and Market Participants have now accomplished just that – a Protocol that costs an estimated $155,000 - $175,000 and provides potentially millions of dollars in benefits to the market.

The State Estimator Data will Provide Clear Benefits in the Nodal Market.

Luminant commends ERCOT in its efforts to manage a very complicated Nodal system, which it continues to do in a diligent and admirable manner.  Nevertheless, as the Commission recognized, there are instances where transparency of data to Market Participants will allow “market participants to identify problems that can lead to the correction of [modeling] errors.  Thus, timely disclosure of transmission system information through the S[tate] E[stimator] R[eport] allows for the mitigation of financial harm, and inefficient operations, resulting from modeling errors related to the ERCOT transmission system.”  Project No. 38470, Order at 14.  The delay of this information causes significant avoidable financial harm when an error in Network Modeling goes unidentified and continues to result in incorrect “phantom” congestion costs.  Given the high degree of complexity associated with the models that support the Nodal system, it should be practically acknowledged (as recognized in the Commission comments cited above) that some number of modeling errors will likely continue to be inadvertently introduced in the Nodal market, no matter how diligently this data is managed by ERCOT and the associated Market Participants who provide it.  As the Commission has wisely recognized, timely disclosure of operational information, including redacted State Estimator information, is the best way to mitigate the duration of these events. 

As for the benefits of the State Estimator data provided in Luminant’s comments dated 12/07/2011, the three scenarios provided by Luminant were intended as examples to demonstrate the value of immediate access to State Estimator data in order to quickly stem the accrual of potentially significant congestion costs associated with modeling errors.  Reliant’s statement in its comments dated 12/12/2011, that “…ERCOT nodal market has operated in a stable manner for over a year without any significant issues that would have been resolved with the implementation of NPRR327…” is simply untrue.
Luminant is aware of multiple “phantom” congestion issues that it has detected and reported to ERCOT and/or the Independent Market Monitor (IMM) since Nodal Go-Live so that these issues could be quickly researched and corrected, as appropriate, in a timely manner.  A subset of these issues along with the date they were reported to ERCOT is shown below:

· January 5, 2011 – during the January Congestion Revenue Right (CRR) Auction, congestion was allowed to accrue on the Ben Davis – Allen Sw. 138 kV line, when in actuality it is protected by SPS #17.

· January 5, 2011 – during the January CRR Auction, congestion was allowed to accrue on the Nacogdoches 345/138 kV auto, when in actuality it is protected by SPS #21.

· January 5, 2011 – during the January CRR Auction, congestion was allowed to accrue on the Monticello – Monticello Mining 138 kV line, when in actuality it is protected by SPS #25.

· January 5, 2011 – during the December and January CRR Auctions, the West-North stability limit was set initially very low (approximately 1,050 MW in December) and later at approximately 2,350 MW for January), Luminant recommended that for February it be set at a level more consistent with the approximately 1,500 to 1,600 MW utilized by Real Time Operations.

· May 26, 2011 – during the June CRR Auction, congestion was allowed to accrue on the Athens to Athens NW 138 kV line, when in actuality it is protected by SPS #36.

· May 26, 2011 – during the June CRR Auction, congestion was allowed to accrue on the Parker Maxwell Creek to Allen Sw. 138 kV line, when in actuality it is protected by SPS #17.

· May 26, 2011 – during the June CRR Auction, congestion was allowed to accrue on the Kosse Sw. to Petteway 69 kV line, when in actuality it is protected by the Mitigation Plan that covers this transmission element.

· June 16, 2011 – during the July and August portion of the Balance of Year CRR Auction, congestion was improperly allowed to accrue on the Navarro – Richland 69 kV line associated with the contingency (SAMGJEW8), when in actuality a reverse power relay is set to trip open the Mexia 138/69 kV autotransformer if power in excess of approximately 7 MVA flows from the 69 kV side to the 138 kV side (i.e. it is impossible for this constraint to physically occur).

· June 16, 2011 – during the July portion of the Balance of Year CRR Auction, congestion was allowed to accrue on the Nacogdoches South to Lufkin 138 kV line, when in actuality it is protected by SPS #7.

· June 16, 2011 – during the July portion of the Balance of Year CRR Auction, congestion was allowed to accrue on the Athens – Trinidad 69 kV line, when in actuality it is part of the downstream elements protected by SPS #36.

· June 28, 2011 – prior to the August CRR Auction, the auction model was still reflecting what were previously correct derates of 343 MVA for the Marion 345/138 kV auto, which had already been corrected in Real-Time operations back up to the long-term rating of 478 MVA.

· Approximately July 12, 2011– the rating of the Lakemont Tap – Lombardy 138 kV line was determined to be incorrectly modeled at 232 MVA, rather than the correct 478 MVA rating, resulting in inappropriate Real-Time congestion.

· July 20, 2011 (and other subsequent dates) – reported that the Day Ahead Market (DAM) and Real-Time operations was constraining for post-contingency overloads of the Trinidad 345/138 kV auto that were covered by the Trinidad auto PCAP.

· August 1, 2011 – The Collin – Frisco 138 kV Line apparently had an incorrect rating of 256 MVA being utilized in the CRR, DAM, and Real-Time model when Oncor’s TPIT report was reporting that this line had already been uprated to 326 MVA back in March 2011.

· August 9, 2011 – congestion was being allowed to accrue on the Troup – Walnut Grove 138 kV line, which is protected by a Remedial Action Plan (RAP) (ERCOT ID: DTRCELK5).  Subsequent investigations by ERCOT determined that this was due to a bug in the Energy Management System (EMS) software.

· Approximately August 9, 2011 – the impedance of the China Grove series reactors was determined to be incorrectly modeled (i.e., too low), resulting in inappropriate Real-Time congestion.

· December 7, 2011 – the rating and impedance of the Tyler Grande 345/138 kV auto were found to be too low (514 MVA vs. 750 MVA) and impedance incorrect, causing incorrect congestion to be observed in numerous CRR Auctions, DAM, and Real-Time.  This problem was found to have existed more than one year before Luminant discovered it.

The above list may not be comprehensive, since Luminant was not trying to archive this information during the year for later discussion.  It is noteworthy, that these are just the potential issues that Luminant has identified and reported to ERCOT and/or the IMM; presumably other Market Participants will have also identified issues that were reported to ERCOT as well.  In any case, this list is sufficient to illustrate that even though ERCOT and Market Participants are doing their professional best (which Luminant adamantly believes) to maintain the very complex model that is the foundation of the Texas Nodal Market, inadvertent errors will likely continue in the future.  The ultimate discovery by Luminant of the above listed modeling issues (some of which lasted for more than a year before discovery) relies on the transparent release of information to the market on how the ERCOT Nodal systems are operating.  Although, Luminant has not attempted to specifically quantify the “phantom” congestion cost associated with each and every one of the model issues outline above, it is safe to say that in aggregate it is conservatively well in excess of the assumed annual $10 million value that Luminant stated in its comments submitted on 12/7/11. 

In short, the permanent State Estimator redaction methodology provided in NPRR327 is the process the PUCT intended for ERCOT and market participants to develop to meet the requirements of P.U.C. Subst. R. 25.505 and to provide necessary and beneficial transparency to the market, and it will allow the mitigation of potentially millions of dollars in unnecessary costs to the market and consumers by giving Market Participants an opportunity to quickly identify and correct errors in ERCOT’s transmission models.  NPRR327 should be approved and recommended to the Technical Advisory Committee (TAC) for approval as soon as possible.

Therefore, Luminant maintains the explanation of expected quantitative and qualitative benefits to be expected from NPRR327 in the revised Business Case as proposed in the 12/7/11 Luminant comments as shown below.  

	Revised Cover Page Language


	Business Case
	1
	Quantitative Benefits:  

· Assume cost impact to the market of $10,000,000 per event, one event per year, and 50% of the cost impact per event is mitigated = $5,000,000 annual savings to the Market.

	
	2
	Qualitative Benefits:  

· Provides needed transparency into the Network Operations Model to allow Market Participants to effectively evaluate unusual outcomes or “phantom congestion” costs caused by incorrect modeling of the transmission system elements or topology.

	
	3
	Impact on Generators:  

· Reduces possibility of improper Dispatch or pricing at the generation node caused by modeling errors.  

	
	4
	Impact on Consumers: 

· Reduces “phantom congestion” costs caused by modeling errors which ultimately reduces market prices.   

	
	5
	


	Revised Proposed Protocol Language


None at this time.
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