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	NPRR Number
	456
	NPRR Title
	Clarification of Definition of Electrically Similar Settlement Points and Heuristic Pricing Posting

	Timeline
	Normal
	Action
	Approved

	Date of Decision
	July 17, 2012

	Effective Date
	August 1, 2012 for all language except Section 4.2.3.1, which will be upon system implementation.

	Priority and Rank Assigned
	Priority – 2012; Rank – 740.

	Nodal Protocol Sections Requiring Revision
	2.1, Definitions

4.2.3.1, Posting Public Forecasted ERCOT System Conditions

	Market Guide Section(s) Requiring Revision 
	None.

	Revision Description
	This Nodal Protocol Revision Request (NPRR) removes the rating requirement in the current definition for Electrically Similar Settlement Points and introduces a daily public report to post the heuristic pricing associations for Day-Ahead Market (DAM) and Real-Time Market (RTM) price calculations.

	Reason for Revision
	In the interest of improving the consistency of modeling and accurately valuing congestion in the ERCOT markets, this NPRR offers to improve the definition of Electrically Similar Settlement Points and improve the market transparency of Settlement Points that are subject to predefined pricing heuristic logic. 

Regarding the Electrically Similar Settlement Points definition, Settlement Points connected by Transmission Elements that are “electrically close” should not have different prices due to congestion and hence should be marked as Electrically Similar Settlement Points.  The current Protocol definition specifies that Settlement Points designated to be Electrically Similar Settlement Points be mapped to the same electrical location in a market model or mapped to locations that are connected by a Transmission Element modeled with a reactance of less than 0.0005 per unit and an MVA rating of more than 9000 MVA.  The intent of the current Protocol definition is to allow the use of either a reactance value or MVA limit sufficient to achieve the mapping of Electrical Similar Settlement Points regardless of the source used to construct the consistent market model used across ERCOT market systems (i.e., Market Management System (MMS) and Congestion Revenue Right (CRR) system).  ERCOT has determined that the use of MVA ratings in excess of 9000 MVA is no longer necessary and that the use of a Transmission Element modeled with a reactance less than or equal to 0.0005 per unit is sufficient to assure consistency in the market model across the ERCOT market systems.  Consequently, ERCOT proposes the removal of the Protocol provision related to the 9000 MVA rating.

Regarding posting heuristic pricing logic information, ERCOT offers to post the heuristic pricing associations on a daily basis that are used in the market solutions to support paragraph (9) of Section 4.5.1, DAM Clearing Process, and Section 6.6.1, Real-Time Settlement Point Prices.  With this posting, the market will better understand the methodology and values of the published prices.

	Credit Impacts
	ERCOT Credit Staff and the Credit Work Group (Credit WG) have reviewed NPRR456 and do not believe that it requires changes to credit monitoring activity or the calculation of liability.

	Procedural History
	· On 4/4/12, NPRR456 and an Impact Analysis were posted.
· On 4/19/12, PRS considered NPRR456.
· On 5/17/12, PRS considered the 4/19/12 PRS Report and Impact Analysis for NPRR456.
· On 6/7/12, TAC considered NPRR456.

· On 7/17/12, the ERCOT Board considered NPRR456.

	PRS Decision 
	On 4/19/12, PRS unanimously voted to recommend approval of NPRR456 as submitted.  All Market Segments were present for the vote.
On 5/1712, PRS unanimously voted to endorse and forward the 4/19/12 PRS Report and Impact Analysis for NPRR456 to TAC with a recommended priority of 2012 and rank of 740.  All Market Segments were present for the vote.

	Summary of PRS Discussion
	On 4/19/12, it was explained that the rating of 9000 MVA criteria is not needed and may be misleading; and that although removing the rating will broaden the definition of Electrically Similar Settlement Points, it will not add many more similar Electrical Buses.  
On 5/17/12, there was no discussion.

	TAC Decision
	On 6/7/12, TAC unanimously voted to recommend approval of NPRR456 as recommended by PRS in the 5/17/12 PRS Report.  All Market Segments were present for the vote.

	Summary of TAC Discussion
	On 6/7/12, ERCOT Staff noted that the revisions to the definition of Electrically Similar Settlement Points in Section 2.1 could be implemented on 8/1/12.

	ERCOT Opinion
	ERCOT supports approval of NPRR456.

	Board Decision 
	On 7/17/12, the ERCOT Board approved NPRR456 as recommended by TAC in the 6/7/12 TAC Report.


	Business Case

	Business Case
	1
	Qualitative benefits:
· More realistic representation of Electrically Similar Settlement Points.
· Removal of artificial congestion caused by price difference between electrically close Settlement Points.
· Cost savings on CRR payout to electrically close Settlement Points.
· Pricing transparency when heuristic values are invoked in market solution.

	
	2
	Quantifiable benefits:
· The cost savings on removing artificial congestion is case by case and cannot be averagely quantified.

	
	3
	Impacts to Market Segments:
· A more realistic definition of Electrically Similar Settlement Points will lower uplift costs to the Demand side of the market. 
· Improves pricing transparency when heuristic values are invoked in market solution and allows market to observe all logic used in congestion price formation.


	Sponsor

	Name
	Resmi Surendran

	E-mail Address
	rsurendran@ercot.com 

	Company
	ERCOT

	Phone Number
	512-248-3033

	Cell Number
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	Market Segment
	Not applicable.


	Market Rules Staff Contact
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	stindall@ercot.com
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	512-248-3867


	Comments Received

	Comment Author
	Comment Summary

	None
	


	Proposed Protocol Language Revision


2.1
Definitions

Electrically Similar Settlement Points
Two or more distinct Settlement Points that are either mapped to the same electrical location in a market model or are mapped to locations that are connected by a transmission element with a reactance of less than 0.0005 per unit.
4.2.3.1
Posting Public Forecasted ERCOT System Conditions

No later than 0600 in the Day-Ahead, ERCOT shall post on the MIS Public Area, and make available for download, the following information for the Operating Day:

(a)
Weather assumptions used by ERCOT to forecast ERCOT System conditions and used in the Dynamic Rating Processor;  

(b)
 ERCOT System, Weather Zone, and Load Zone Load forecasts for the next seven days, by hour, and a message on update indicating any changes to the forecasts by means of the Messaging System;

(c)
A current list of all Settlement Points that may be used for market processes and transactions;  

(d)
A mapping of Settlement Points to Electrical Buses in the Network Operations Model;

(e)
A list of transmission constraints that have a high probability of binding in the Security-Constrained Economic Dispatch (SCED) or DAM; and

(f)
Load forecast distribution factors from which Market Participants can calculate Load at the Electrical Bus level by hour for the next seven days.
(g)
A mapping of any Electrical Bus to another Electrical Bus for purposes of heuristic pricing as described in paragraph (9) of Section 4.5.1, DAM Clearing Process, and Section 6.6.1, Real-Time Settlement Point Prices.
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