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	Comments


LCRA appreciates the interest that market participants have expressed in this proposal since it was initially filed as part of Nodal Protocol Revision Request (NPRR) 1006, Update Real-Time On-Line Reliability Deployment Price Adder Inputs to Match Actual Data. LCRA files these comments to address the 5/26/20 Shell Energy comments on NPRR1006 and provide additional supporting analysis. 

In its comments, Shell stated that the correct way to manage the risk introduced by the Real-Time On-Line Reliability Deployment Price Adder (RTORDPA) on days when scarcity conditions are anticipated is to factor that risk into the Day Ahead Market (DAM) offers for Ancillary Services.  Shell is correct in assuming that this is how the market will respond to this risk going forward, as was evident in the September 5, 2019 data that Shell included in its comments.  On September 4, the ERCOT DAM forecast was projecting a peak of 72GW, indicating potential Energy Emergency Alert (EEA) conditions.  The DAM responded with the following Market Clearing Prices for Capacity (MCPCs):
Table 1 - DAM MCPC for Operating Day September 5, 2019

	Hour Ending (HE) 
	Non-Spin
	RegUP
	RRS
	North Hub DA Energy

	15
	$ 1,675.00
	$ 2,548.10
	$ 5,050.11
	$ 2,575.00

	16
	$ 2,666.67
	$ 4,236.47
	$ 8,138.90
	$ 4,264.57

	17
	$ 2,800.00
	$ 4,981.83
	$ 8,955.84
	$ 5,010.22

	18
	$ 2,000.00
	$ 2,464.10
	$ 4,057.17
	$ 2,491.69


Real-Time peak load was ~4GW lower than the DAM forecast.  Therefore, Real-Time prices were much lower than DAM.  The additional risk that the Real-Time On-Line Reliability Deployment Price (RTRDP) adds to DAM participants appears to have been priced into the DAM offers on this day. 
However, this additional risk did not get priced into the DAM Ancillary Service offers on August 13 and 15, 2019, as reflected in the DAM MCPCs as compared to the Operating Reserve Demand Curve (ORDC) plus the RTRDP:
Table 2 - Operating Day 8-13-2019

	HE
	Non-Spin
	RegUP
	RRS
	RTRDP
	ORDC
	RTRDP+ORDC

	16
	$ 2,100.00
	$ 2,579.81
	$ 2,642.81
	$ 2,511.66
	$ 3,244.37
	$ 5,756.03

	17
	$ 2,100.00
	$ 2,677.37
	$ 2,751.35
	$ 5,570.12
	$ 2,164.05
	$ 7,734.17

	18
	$ 800.00
	$ 1,315.44
	$ 1,380.18
	$ 338.02
	$ 413.25
	$ 751.27


Table 3 - Operating Day 8-15-2019

	HE
	Non-Spin
	RegUP
	RRS
	RTRDP
	ORDC
	RTRDP+ORDC

	16
	$ 1,366.00
	$ 1,734.68
	$ 1,759.30
	$ 2,000.08
	$ 1,812.06
	$ 3,812.14

	17
	$ 1,254.13
	$ 1,734.30
	$ 1,760.78
	$ 4,469.45
	$ 2,377.64
	$ 6,847.09

	18
	$ 410.00
	$ 410.00
	$ 428.94
	$ 2,443.15
	$ 1,038.93
	$ 3,482.08


Had the market been able to accurately predict the RTRDP impact on these days, the RTRDP would have been added into the DAM offers and thus increased each MCPC by hour and service by the RTRDP amount shown in the table above.  This increased clearing price would have cost the market an additional $64 million dollars over these two days (calculated by taking the ERCOT Ancillary Service obligation for each hour and multiplying it by the RTRDP).
Table 4 - Obligation Calculation for Operating Day 8-13-2019

	HE
	Non-Spin obligation
	RegUp

Obligation
	RRS

Obligation
	Total obligation
	Tot obligation X RTRDP

	16
	1152
	271
	2300
	3723
	$9,350,919.49

	17
	1152
	250
	2300
	3702
	$20,620,602.75

	18
	1152
	258
	2300
	3710
	$1,254,054.27


Table 5 - Obligation Calculation for Operating Day 8-15-2019

	HE
	Non-Spin obligation
	RegUp

obligation
	RRS

obligation
	Total obligation
	Tot obligation X RTRDP

	16
	1152
	271
	2300
	3723
	$7,446,297.84

	17
	1152
	250
	2300
	3702
	$16,545,913.16

	18
	1152
	259
	2300
	3710
	$9,064,086.50


The August 13 and August 15, 2019 EEA events were the first time the RTRDP was seen to have a significant impact.  LCRA believes that moving forward—unless the changes proposed in NPRR1025 are put into place—resources will price the RTRDP risk into the DAM as seen on September 5, 2019. 

LCRA believes that the risk can be better managed by removing the RTRDP from Ancillary Service Settlement.  LCRA analyzed a year’s worth of data and found that 99.3% of the intervals (8701 out of 8761) had a deployment adder of less than or equal to $1.   Of the remaining 60 intervals where the adder exceeded $1, 15 intervals were on August 13 and August 15, 2019.  Removing the RTDP from the Ancillary Service imbalance charge removes this risk from the DAM Ancillary Service offers and thus would not force market participants to have to hedge the risk by predicting scarcity days—which can and will result in missed predictions similar to what happened on September 5, 2019.  Ultimately, missed predictions will increase the cost of Ancillary Services that is borne by all Loads.
LCRA looks forward to discussing these issues further. 
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