Draft Proposal to Revise Commercially Significant Constraint and Zone Selection

Presented to WMS February 19, 2003

Recommendation

Step 1: Begin the process of reviewing the CSCs and zones for ’04 immediately with approval of the zones scheduled for the May or June Board Meeting.  (Does not require Protocol Revision)

Step 2: Revise the process to determine CSCs and zones to follow significant changes in the transmission grid and not an annual process as is done today.  (Requires Protocol Revisions).

STEP 1 and STEP 2 can be approved independently.

Reason for Change

The current annual process has caused significant uncertainty in the energy markets in ERCOT.  Traded volumes in years beyond the present year have dropped to near zero for products other than Seller’s Choice.  The cause of the lack of volume has been attributed to the potential for zonal boundary changes annually.  While “North Zone” has meaning in the current year, such a zone is not defined for future years until the zones have been approved at the ERCOT Board meeting in October.  To provide stability to the market necessary to improve trading, ERCOT should revise the Protocols to fix the zonal boundaries to the greatest time frame reasonable.

Premise

The CSCs and zonal boundaries relate to the physics necessary to transport energy from remote generation to loads across the integrated 345, 138 and 69kV transmission system in ERCOT.  The current process investigates the system on an annual basis, however the system physics change as major changes are made to the grid, not every year on January 1.  

Transmission changes are planned and in service dates relatively assured years prior to the actual commissioning of the project.  The results of a transmission project can be modeled as is currently done in the outer years.  The only variables that may change the assumptions in a forward looking planning model are unpredicted load migration, growth or loss, and variations generation patterns.  Since gas is on the margin during most of the periods that a constraint is binding, the generation pattern shouldn’t vary significantly in the models.

Process Changes

The process should be revised such that ERCOT Planning not only develops a CSC and clustering analysis for the next year, but also develops similar studies for the two subsequent years taking into account projected load growth, generation additions, and transmission changes.  The recommendations for zones and CSCs should take into account these future changes in an effort to minimize the number of boundary busses improperly placed in zones through time.

Once the CSCs and zones are established, an initial time frame should be established for which the zones would be in effect.  Projects that are anticipated to necessitate a change from the current zonal configuration will be cited along with the most current commissioning date of the projects.  Any modifications to a project commissioning date will be noticed to the market as soon as practicable. 

At a minimum, ERCOT will annually revise its study of the system to reflect changes in load estimates and projects as needed and to include the additional future year (third forward year).  These studies will revise zonal remapping dates as needed to reflect these changes.  If through the study process, it is determined that no changes are needed, an extension of the zonal dates will be made.  The need for remapping will be based on the magnitude of load and resource MWs that would migrate between zones once a system change is made.  No zonal remapping will be allowed without market notification of such a change 12 months prior to the anticipated date that the remapping would take affect.

Conclusion

These changes will provide certainty to the market that loads and resources located in a particular zone will remain in that zone for a prescribed period while limiting the effect of busses being located in a less efficient zone.  This will make contracts beyond the current year easier to hedge and the forwards markets more liquid.

