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WZ congestion charges have been rising precipitously since April 2012, with WZ congestion charges well above $20, in some instances doubling commodity charges, and at levels many times the charges in other zones.  In October 2012, Hub-Load Zone basis differential was over $29/MWh (simple average Real Time).  An IMM/ERCOT presentation in October quantified the charges at $130 million, but a recent TXU presentation quantified the charges at $232 million. 

As Oncor has described in presentations to RPG and other ERCOT Committees, load growth caught the transmission system by surprise.  As a result, the transmission system is inadequate for load west of Odessa and the settlement mechanism is charging congestion to West Zone load.  Expeditious improvement of the transmission system is the solution.  ERCOT has implemented system changes.  Oncor has upgraded facilities and has accelerated planned upgrades and system improvements.

While the system upgrades are in progress, interim mitigation of extreme WZ congestion charges is needed.  Priority Power Management, LLC (“PPM”) proposes three interim changes to the Shadow Price Cap methodologies of the Holistic Solution, as reflected in PPM’s redline of the document “ERCOT Business Practice, Setting the Shadow Price Caps and Power Balance Penalties in Security Constrained Economic Dispatch, effective August 1, 2012:”

1.
Change the Shadow Price Caps to $1,000.  (PPM originally proposed $1,000 and $500, but after discussion with ERCOT and the IMM, PPM recognizes that the caps must not be lowered to such a degree that they do not allow economic dispatch of needed generation);

2.
Change the operation of the $95,000 net margin threshold in two ways: 

a.
once the margin has passed $65,000, if it is clear that the constraint is the type of constraint that will continue and will reach the $95,000 margin, apply the Caps (Examples:  1. Scheduled outages, which will not be permanent and will not clearly meet the margin, will not result in applying the Caps; and 2. Permanent load that will continue to be present and will ultimately cause the margin to reach $95,000, will result in applying the Caps);

b.
once the margin has been applied and the Shadow Price Caps put into effect, leave the Shadow Price Caps in place until there is a fix—do not start calculating the margin again at the beginning of the next year.

3.
Apply the Shadow Price Caps to closely related nodes after system changes have been applied that have caused the constraint to migrate away from its initial locus.
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