Nodal Protocol Revision Request


	NPRR Number
	861
	NPRR Title
	Clarification of ERCOT’s Authority to Protect Its Jurisdictional Status

	Date Posted
	December 21, 2017

	
	

	Requested Resolution 
	Urgent. This Nodal Protocol Revision Request (NPRR) should be considered on an Urgent timeline, with ERCOT Board approval requested by February 2018, in order to promptly provide Market Participants clarity as to the breadth of actions ERCOT will take, or require Market Participants to take, to preserve the jurisdiction of the Public Utility Commission of Texas (PUCT) over the ERCOT market. ERCOT expects that this NPRR can become effective upon Board approval. 

	Nodal Protocol Sections Requiring Revision 
	1.2, Functions of ERCOT
4.4.4, DC Tie Schedules

	Related Documents Requiring Revision/Related Revision Requests
	DC Tie Desk Operating Procedure Manual

ERCOT DC Tie Operations document

	Revision Description
	At the PUCT’s December 14, 2017 meeting, the Commissioners instructed ERCOT to submit an NPRR to clarify that ERCOT will take action—including denying transactions across high voltage Direct Current Ties (DC Ties) between the ERCOT Region and Mexico or ordering disconnection of Transmission Facilities—to prevent a change to the jurisdictional status quo of ERCOT and Market Participants with respect to the Federal Energy Regulatory Commission (FERC) by such transactions. 
Jurisdiction of FERC
FERC’s jurisdiction is derived from the Federal Power Act (FPA).  Under the FPA, entities subject to FERC’s plenary jurisdiction are known as “public utilities.”  The FPA gives FERC broad authority to regulate the activities of public utilities, including authority to ensure that public utility rates are just, reasonable, and non-discriminatory.  ERCOT and its Market Participants are generally not subject to the plenary jurisdiction of FERC, and are therefore not considered public utilities under the FPA.  FERC does not have plenary jurisdiction over ERCOT because electric energy generated in the ERCOT Region is not transmitted in “interstate commerce,” as defined by the FPA, except for certain interconnections ordered by FERC that do not give rise to broader FERC jurisdiction.
Existing DC Ties with Mexico
Three DC Ties presently connect the ERCOT Region to Mexico.  The transmission of electric energy from the ERCOT Region over the existing DC Ties with Mexico does not alter ERCOT’s non-jurisdictional status based on the scope of FERC’s jurisdiction under the FPA and the current structure of the electric grids in the United States and Mexico.  The principal Mexican national electric grid is not presently interconnected with any state in the United States other than Texas.  Therefore, electric energy does not pass between Texas and any other state in the United States through Mexico on a regular basis. 
Proposed Interconnections 

At least two proposed interconnections involving the Mexican national grid and other states in the United States would allow the transfer of electric energy between Texas and other states in the United States.  The first is the planned interconnection by Nogales Transmission, L.L.C. and Nogales Frontier Operations, L.L.C. of the UNS Electric, Inc. system near Nogales, Arizona with the Mexican national electric grid near Sonora, Mexico.  The second is Mexico’s planned interconnection of the Baja California, Mexico system, which is already synchronously connected to the state of California, with the mainland Mexico national electric grid.  The interconnections would asynchronously connect the ERCOT Region with Arizona and California, respectively, via the mainland Mexico national electric grid.  Certain decisions of FERC suggest that either project could alter ERCOT’s non-jurisdictional status. 
Reason for NPRR
ERCOT submits this NPRR in order to clarify that it can and will take all actions necessary to preserve the jurisdictional status quo and avoid causing any Entity that is not a public utility under the FPA to become such a public utility.  ERCOT’s possible actions include but are not limited to ordering the disconnection of Transmission Facilities and denial or curtailment of an Electronic Tag (e-Tag).

	Reason for Revision
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  Addresses current operational issues.
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  Meets Strategic goals (tied to the ERCOT Strategic Plan or directed by the ERCOT Board).
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  Market efficiencies or enhancements
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  Administrative
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  Regulatory requirements
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  Other: Clarifying current authority and providing additional details concerning how that authority may be carried out.  

	Business Case
	PUCT instructed ERCOT to process modifications to the Protocols in the most expeditious manner possible in order to clarify that ERCOT has the authority to take action to protect the jurisdictional status quo, including ordering disconnection of Transmission Facilities and/or denying or curtailing e-Tags.  This NPRR provides market certainty by clarifying ERCOT’s authority to protect the jurisdictional status quo and articulating some of the methods by which it may do so.


	Sponsor

	Name
	Chad Seely/Cheryl Mele

	E-mail Address
	chad.seely@ercot.com / cheryl.mele@ercot.com 

	Company
	Electric Reliability Council of Texas, Inc.

	Phone Number
	512-225-7035/512-248-3969

	Cell Number
	Not applicable

	Market Segment
	Not applicable


	Market Rules Staff Contact

	Name
	Kelly Landry

	E-Mail Address
	klandry@ercot.com 

	Phone Number
	512-248-4630


	Proposed Protocol Language Revision


1.2
Functions of ERCOT

(1)
ERCOT is the Independent Organization certified by the Public Utility Commission of Texas (PUCT) for the ERCOT Region. The major functions of ERCOT, as the Independent Organization, are to: 

(a)
Ensure access to the ERCOT Transmission Grid and distribution systems for all buyers and sellers of electricity on nondiscriminatory terms; 

(b)
Ensure the reliability and adequacy of the ERCOT Transmission Grid;

(c)
Ensure that information relating to a Customer’s choice of Retail Electric Provider (REP) in Texas is conveyed in a timely manner to the persons who need that information; and

(d)
Ensure that electricity production and delivery are accurately accounted for among the All-Inclusive Generation Resources and wholesale buyers and sellers, and Transmission Service Providers (TSPs) and Distribution Service Providers (DSPs), in the ERCOT Region.

(2)
ERCOT is the Control Area Operator (CAO) for the ERCOT interconnection and performs all Control Area functions as defined in the Operating Guides and the North American Electric Reliability Corporation (NERC) policies.

(3)
ERCOT procures Ancillary Services to ensure the reliability of the ERCOT System.

(4)
ERCOT is the central counterparty for all transactions settled by ERCOT pursuant to these Protocols and is deemed to be the sole buyer to each seller, and the sole seller to each buyer, of all energy, Ancillary Services, Reliability Unit Commitments (RUCs),  Emergency Response Service (ERS), and other products or services for which ERCOT may pay or charge a Market Participant, except for those products or services procured through bilateral transactions between Market Participants and those products or services that are self-arranged by Market Participants.

(5)
ERCOT is the PUCT-appointed Program Administrator of the Renewable Energy Credits (RECs) Program.

(6)
These Protocols are intended to implement the above-described functions.  In the exercise of its sole discretion under these Protocols, ERCOT shall act in a reasonable, nondiscriminatory manner.

(7)
Nothing in these Protocols may be construed as causing TSPs, DSPs, or Resources to transfer any control of their Facilities to ERCOT.  

(8)
ERCOT may not profit financially from its activities as the Independent Organization in the ERCOT Region.  ERCOT may not use its discretion in the procurement of Ancillary Service capacity or deployment of energy to influence, set or control prices. 
(9)
Notwithstanding any other provision in these Protocols, ERCOT shall take any action, and shall direct any Market Participant to take any action, that ERCOT deems necessary to ensure that any Entity in the ERCOT Region that is not a “public utility” as defined in the Federal Power Act, 16 U.S.C. § 824(e)(2005), including ERCOT, does not become such a public utility.  ERCOT’s authority includes, but is not limited to, the authority to order the disconnection of any Transmission Facilities connecting the ERCOT Region to another Control Area and the authority to deny or curtail e-Tags over any Direct Current Tie (DC Tie).  A Market Participant shall comply with any ERCOT directive provided under this section.  ERCOT shall provide notice of any action pursuant to this provision by posting an operations message to the Market Information System (MIS) Public Area and issuing a Market Notice.    
4.4.4
DC Tie Schedules

(1)
All schedules between the ERCOT Control Area and a non-ERCOT Control Area(s) over Direct Current Tie(s) (DC Ties(s)), must be implemented under these Protocols, any applicable North American Electric Reliability Corporation (NERC) Reliability Standards, North American Energy Standards Board (NAESB) Practice Standards, and operating agreements between ERCOT and the Comision Federal de Electricidad (CFE).  

(2)
A DC Tie Schedule for hours in the Operating Day corresponding to an Electronic Tag (e-Tag) that is reported to ERCOT before 1430 in the Day-Ahead creates a capacity supply for the equivalent Resource or an obligation for the equivalent Load of the DC Tie in the DRUC process.  DC Tie Schedules corresponding to e-Tags approved after 1430 in the Day-Ahead for the Operating Day create a capacity supply or obligation in any applicable HRUC processes.  DC Tie Schedules corresponding to e-Tags approved after the Reliability Unit Commitment (RUC) snapshot are considered in the Adjustment Period snapshot in accordance with the market timeline.

(3)
A QSE that is an importer into ERCOT through a DC Tie in a Settlement Interval under an approved e-Tag must be treated as a Resource at that DC Tie Settlement Point for that Settlement Interval. 
(4)
A QSE that is an exporter from ERCOT through a DC Tie in a Settlement Interval under an approved e-Tag must be treated as a Load at the DC Tie Settlement Point for that Settlement Interval and is responsible for allocated Transmission Losses, Unaccounted for Energy (UFE), System Administration Fee, and any other applicable ERCOT fees.  This applies to all exports across the DC Ties except those that qualify for the Oklaunion Exemption.

(5)
ERCOT shall approve any e-Tag that does not exceed the currently posted DC Tie limit for the time period for which the e-Tag is requested, provided that ERCOT shall deny or curtail any e-Tag over any of the DC Ties if necessary to avoid causing any Entity in the ERCOT Region that is not a “public utility” as defined in the Federal Power Act, 16 U.S.C. § 824(e)(2005), including ERCOT, to become such a public utility.  If ERCOT determines that it is necessary to deny or curtail e-Tags pursuant to its authority under this provision, it shall provide notice of that determination by posting an operations message to the MIS Public Area and issuing a Market Notice.
(6)
ERCOT shall perform schedule confirmation with the applicable non-ERCOT Control Area(s) and shall coordinate the approval process for the e-Tags for the ERCOT Control Area.  An e-Tag for a schedule across a DC Tie is considered approved if:

(a)
All Control Areas and Transmission Service Providers (TSPs) with approval rights approve the e-Tag (active approval); or

(b)
No Entity with approval rights over the e-Tag has denied it, and the approval time window has ended (passive approval).
(7)
Using the DC Tie Schedule information corresponding to e-Tags submitted by QSEs, ERCOT shall update and maintain a Current Operating Plan (COP) for each DC Tie for which the aggregated DC Tie Schedules for that tie show a net export out of ERCOT for the applicable interval.  When the net energy schedule for a DC Tie indicates an export, ERCOT shall treat the DC Tie as an Off-Line Resource and set the High Sustained Limit (HSL) and Low Sustained Limit (LSL) for that DC Tie Resource to zero.  ERCOT shall monitor the associated Resource Status telemetry during the Operating Period.  When the net energy schedule for a DC Tie shows a net import, the Resource HSL, High Ancillary Service Limit (HASL) and LSL must be set appropriately, considering the resulting net import. 

(8)
A QSE exporting from ERCOT and/or importing to ERCOT through a DC Tie shall:

(a)
Secure and maintain an e-Tag service to submit e-Tags and monitor e-Tag status according to NERC requirements;

(b)
Submit e-Tags for all proposed transactions; and

(c)
Implement backup procedures in case of e-Tag service failure.  

(9)
ERCOT shall post a notice to the MIS Certified Area when a confirmed e-Tag is downloaded, cancelled, or curtailed by ERCOT’s systems.

(10)
ERCOT shall use the DC Tie e-Tag MW amounts for Settlement.  The DC Tie operator shall communicate deratings of the DC Ties to ERCOT and other affected regions and all parties shall agree to any adjusted or curtailed e-Tag amounts. 

(11)
DC Tie Load is considered as Load for daily and hourly reliability studies, and settled as Adjusted Metered Load (AML).  DC Tie Load is curtailed prior to other Load on the ERCOT System due to transmission constraints as set forth in Sections 6.5.9.3.3, Watch, and 6.5.9.3.4, Emergency Notice, and during Energy Emergency Alert (EEA) events as set forth in Section 6.5.9.4.2, EEA Levels.  

(12)
DC Tie Load shall neither be curtailed during the Adjustment Period, nor for more than one hour at a time, except for the purpose of maintaining reliability or ensuring that any Entity in the ERCOT Region that is not a “public utility” as defined in the Federal Power Act, including ERCOT, does not become such a public utility.
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