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	Comments


At the request of the Protocol Revision Subcommittee (PRS) at its December 15, 2011 meeting, ERCOT files the following revised version of (and comments on) Nodal Protocol Revision Request (NPRR) 432.  The comments include a revised version of NPRR432 that takes into account comments and feedback received from prior consideration of the NPRR by the Wholesale Market Subcommittee (WMS) and PRS, as well as consultation with Public Utility Commission of Texas (PUCT) staff.  The comments also summarize ERCOT’s responses to some of the specific edits proposed by parties in the stakeholder process thus far. 

ERCOT’s revisions address feedback in three areas:  (a) including two additional Notice provisions that inform the market when ERCOT is considering an imminent emergency deployment, as well as which Resources are being considered; (b) adding language to clarify that in cases of deployments of Generation Resources under this section, financial and settlement terms will track those delineated in the Protocols for Reliability Must Run (RMR) contracts; and (c) inclusion of clarifications regarding treatment of confidential information and ERCOT’s commitment to use the provisions in a manner that minimizes potential market distortion (revisions already discussed at the December 15, 2011 PRS meeting).  ERCOT incorporated language, or language slightly modified, from comments submitted by Calpine, EDF Trading, Luminant, and NRG Texas LLC.

In certain respects, ERCOT disagrees with the approach suggested in various comments, or is not prepared to include suggested language without further conceptual discussion with stakeholders of the potential consequences of the proposal.  

In the latter category is the proposal by Texas Industrial Energy Consumers (TIEC) that 
“revenues received by Resources deployed to alleviate imminent Emergency Conditions that are in excess of the verifiable costs of deploying the Resource shall be credited back to Customers on a Load Ratio Share (LRS) basis,” and that Resources deployed “may not participate in the energy or Ancillary Service markets until such payments have been refunded to Customers.”  (TIEC Comments, at 3)  ERCOT understands the intended purpose of such a proposal, but urges the stakeholders to fully consider the issue prior to including it in the version of NPRR432 ultimately approved by PRS.

TIEC also proposes that before ERCOT executes an imminent emergency procurement contract, the Independent Market Monitor (IMM) should be required to “provide a report to the Commission on the economics of the decision to mothball and de-mothball units.”   As with any recommendation that directly implicates the IMM’s work rather than ours, ERCOT defers to the IMM about its participation in such a process.  However, ERCOT notes that in the previous version of NPRR432, the requirement for PUCT approval of the contracts was removed, so the report to the Commission would not fit into the approval path for the contracts now proposed in the NPRR. 

The areas of disagreement with the submitted comments include the following:

1.
ERCOT does not support tying the use of the emergency authority that is articulated in NPRR432 to the occurrence of a single type of triggering event.  Calpine suggests that imminent emergency deployments could be initiated only “based on system aggregate insufficiency, as calculated and reported in Section 3.2.3, System Adequacy Reports, for the proposed contract period.”  This approach concerns ERCOT for two reasons.  First, the report referenced by Calpine, apparently the Medium-Term System Adequacy Report, includes currently scheduled outages and is based on normal weather-based forecast.  Thus, it does not include the majority of the uncertainties that may affect system conditions and ERCOT’s assessment of whether emergency conditions are likely to occur.


More fundamentally, while ERCOT is cognizant of the desire for certainty about whether such deployments will occur, the need to take actions to avert emergency conditions cannot reliably be predicated on a single type of triggering event.  ERCOT does not believe it is reasonable for its emergency response authority to be limited in a manner that could prevent ERCOT from acting due only to constraints caused by the choice of a “trigger” identified in the Protocols.  As ERCOT has stressed (and NPRR432 already provides, “ERCOT shall endeavor to minimize the deployment of Resources procured pursuant to [NPRR432] with the goal of reducing the potential distortion of markets.”  (See proposed revision at Section 6.5.1.1(d).


In its revised draft, ERCOT includes three rounds of specific Notice provisions that will serve the purpose of providing transparency and equal information if ERCOT is considering procurement of Resources to address imminent emergencies.  The early Notice of the actions ERCOT is considering, the public nature of the proposed procurement and deployment contracts, and the requirement for Board review and approval provide not only transparency in the process, but several opportunities for parties to object to ERCOT’s stated justification of its proposed actions.  ERCOT does not contend this removes all market uncertainty in this area, but submits that approval of NPRR432 provides much more certainty in the process – and protections for the market – than currently exist in the Protocols.

2.
ERCOT does not support requiring deployed Generation units to “sit out” for a year after an imminent emergency deployment.  Luminant suggested that if a procurement contract “includes payment for capital expenditures to enable the Resource to re-enter the market,” once the contract is terminated the Resource “shall not participate in the market for at least one year.”  (Luminant Comments, at 3)  ERCOT is concerned that this approach will result in Resources being taken out of service during the time of year when they were called upon to alleviate an emergency the year before.  ERCOT believes the proposal has consequences more potentially damaging than useful. (Notably, Luminant’s comment also includes a provision – like that proposed by TIEC and discussed above – that would permit market re-entry upon repayment of the capital expenditures by the Resource.  As noted previously, ERCOT urges PRS to discuss the merits of this proposal at its January 9, 2012 meeting.)

As noted above, in this version of NPRR432, ERCOT incorporated concepts and proposed language from several of the filed comments.  In addition, ERCOT incorporated language that adds certainty to the treatment of Generation Resource deployments from a settlement perspective, by clarifying that such contracts will be settled in substantially the same manner as RMR contracts under the existing Protocols.

ERCOT appreciates PRS granting NPRR432 Urgent status, and we look forward to continuing the discussion of the important issues raised by this proposal at the January 9, 2012 Special Meeting of PRS.
	Revised Proposed Protocol Language


6.5.1.1
ERCOT Control Area Authority

(1)
ERCOT, as Control Area Operator (CAO), is authorized to perform the following actions for the limited purpose of securely operating the ERCOT Transmission Grid under the standards specified in North American Electric Reliability Corporation (NERC) Standards, the Operating Guides and these Protocols, including:

(a)
Direct the physical operation of the ERCOT Transmission Grid, including circuit breakers, switches, voltage control equipment, and Load-shedding equipment;

(b)
Dispatch Resources that have committed to provide Ancillary Services;

(c)
Direct changes in the operation of voltage control equipment;

(d)
Direct the implementation of Reliability Must-Run (RMR) Service, Remedial Action Plans (RAPs), Special Protection Systems (SPSs), and transmission switching to prevent the violation of ERCOT Transmission Grid security limits; and

(e)
Perform additional actions required to prevent an imminent Emergency Condition or to restore the ERCOT Transmission Grid to a secure state in the event of an ERCOT Transmission Grid Emergency Condition.

(2)
Consistent with paragraph (1)(e) above, if ERCOT seeks to exercise its authority to prevent an imminent Emergency Condition by deploying Resources that may be used to maintain ERCOT System reliability in a manner not otherwise delineated in these Protocols and the Operating Guides, ERCOT shall not take such actions without approval of the ERCOT Board.  
(a)
Upon determination by ERCOT that additional Resources are needed to prevent an imminent Emergency Condition and prior to any procurement activity associated with such additional Resources, ERCOT shall issue a Notice as soon as practicable with the following information: 
(i)
A description of the need for additional capacity as determined by ERCOT and the timing of the proposed procurement,
(ii)
Justification for the quantity of additional capacity to be requested,
(iii)
Identification of potential Resources considered by ERCOT to be acceptable for providing the additional capacity, and
(iv)
A schedule of activities associated with the proposed procurement.
(b)
If ERCOT identifies a specific Resource Entity with which it will negotiate the terms for procurement of additional capacity, then ERCOT shall issue a Notice as soon as practicable that includes the Resource name and mnemonic, the Resource MW rating by Season, the name of the Resource Entity, and the potential duration of any contract, including anticipated start and end dates.
(c)
ERCOT shall, to the fullest extent practicable, ensure that any actions taken to procure additional capacity from Resources meet the following criteria:
(i)
Any Resources procured pursuant to this paragraph will be procured using an open process, and the terms of the procurement between ERCOT and the Resource Entity will be memorialized in contracts that will be publicly available for inspection on the ERCOT website.  
(ii)
Each contract will include specified financial terms and termination dates that will be established before the contract is presented for review by the ERCOT Board.  For purposes of Settlement, any contract associated with a Generation Resource will include substantially the same terms and conditions as an RMR Unit under a RMR Agreement, including the Eligible Cost budgeting process.  
(iii)
Approval of ERCOT’s actions by the ERCOT Board must be obtained before ERCOT may execute such a contract.  
(iv)
Any information submitted by the Resource Entity to ERCOT through the procurement process may be designated as Protected Information and treated in accordance with the provisions of Section 1.3, Confidentiality, provided that final contract terms must be made available for public inspection.  
(d)
ERCOT shall endeavor to minimize the deployment of Resources procured pursuant to this paragraph with the goal of reducing the potential distortion of markets.  Resources deployed to alleviate imminent Emergency Conditions will not be offered into the Day-Ahead Market (DAM).  Rather, ERCOT will determine whether to use the Resources as part of the Hourly Reliability Unit Commitment (HRUC) process based on system conditions and the ability to meet Demand.  In the event these Resources are committed and On-Line, ERCOT systems will generate a proxy offer for the Resource at the SWCAP.  The default offer will place the Resources among the last for economic Dispatch, so as not to displace Resources that are On-Line and offering into the market.  To the extent practicable, the Resources deployed to alleviate imminent Emergency Conditions will not be used solely for the purpose of reducing local congestion.
(e)
A Resource Entity cannot be compelled to enter into a contract under this paragraph.
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