Luminant Generation’s Comments on Southern Cross Directive 10

As the Public Utility Commission of Texas (PUCT) recognized in its orders issued in Docket No. 45624 and Project No. 46304, the interconnection of large new DC Ties like the Southern Cross Transmission (SCT) Project is likely to have significant impacts on price formation in ERCOT. These price formation issues arise from ERCOT’s ability to take out-of-market reliability actions over the tie lines during Energy Emergency Alert (EEA) conditions.
 This issue already exists with existing DC Ties and will be significantly exacerbated by the SCT Project, given its proposed scope. 
When a DC Tie is exporting power and ERCOT deems it necessary to cancel the export during an EEA condition, the impact to the market is comparable to emergency load shed; conversely, when ERCOT requests an emergency import of power over a DC Tie, the market impact is comparable to other out-of-market actions that interfere with proper price formation by causing an immediate decrease in the amount of generation needed to serve load. Both sets of actions by ERCOT will have price reversal and price suppression impacts during emergency conditions, when scarcity price signals are most critical for the proper operation of and appropriate long-term investment decisions in the ERCOT energy-only market.
An appropriate mechanism to address this issue would be an amendment to the ERCOT Protocols similar to the price adder calculation adopted in ERCOT Nodal Protocol Revision Request (NPRR) 626. NPRR 626 was adopted by the ERCOT Board in 2014 to “meet[] the PUCT’s objective of mitigating price reversal and suppression” seen during other out-of-market reliability actions by ERCOT (e.g., deployment of Load Resources such as RMR and RUC Committed Units). The same approach and price adder calculation put in place by NPRR 626 is a reasonable and necessary means to mitigate price reversal and suppression for ERCOT-directed curtailment of exports and ERCOT-requested imports over DC Ties during an EEA. Further, since NPRR 626 has already been implemented in ERCOT, the incremental cost and time to develop and implement a similar NPRR to address ERCOT-directed DC Tie export curtailment or emergency imports would be minimized, making this an efficient and cost-effective solution.
As noted above, the risks of price suppression and price reversal exist today with respect to the operation of the existing DC Ties during emergencies. Importantly, the Commission’s directive in Project No. 46304 to examine the issues of price reversal and price suppression is not specifically limited to the SCT Project, but is a broad directive to ERCOT to study price formation issues related to operation of the DC ties and identify what changes to pricing within the ERCOT market during emergencies are necessary.
 Accordingly, it is appropriate for a solution to the price formation issues already posed by the operation of DC Ties during EEA conditions to be implemented expeditiously. 
� 	See ERCOT Nodal Protocols §§ 6.5.9.3.4(4), 6.5.9.4(6), 6.5.9.4.2; ERCOT Nodal Operating Guide § 4.5.3(2); ERCOT Operating Procedures, DC Tie Operations § 4.1 (Jul. 15, 2015) ("If ERCOT initiates a curtailment, ERCOT will be in an Emergency.").


�  	See Oversight Proceeding Regarding ERCOT Matters Arising Out of Docket No. 45624 (Application of the City of Garland to Amend a Certificate of Convenience and Necessity for the Rusk to Panola Double-Circuit 345-kV Transmission Line in Rusk and Panola Counties), Revised Order Creating and Scoping Project at 3 (May 23, 2017).
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