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Definition of Load Zones


Major Market Component

ERCOT LMP Load Zones

Purpose

The purpose of this paper is 

· to describe the initial designation of Texas Nodal Market (TNM) Load Zones, including Non Opt-In Entity (NOIE) Zones, and the rules associated with the assignment of load busses to these zones;

· to describe the rules associated with the assignment of new transmission facilities to an existing zone; and,

· to describe the rules associated with the creation of new or deletion/realignment of existing load zones. 

Time Frame 

The concepts described in this paper shall apply following the approval of an initial set of load zones for the Texas Nodal Market by the ERCOT Board of Directors and shall continue until revised in accordance with the Texas Nodal Market Protocols.

Definitions

Load Bus – a bus at which real power is delivered to load connect to the bus.

Load Zone – a collection of designated load busses.  Every load bus in ERCOT must be assigned to a load zone for purposes of settling the Texas Nodal Market.  Each load zone is assigned a load zone LMP that is computed in each settlement interval as the load weighted average (based on State Estimator values) of the LMP at every load bus assigned to the load zone. 

Non Opt-In Entity (NOIE) Load Zone – a Load Zone established by a NOIE or a group of NOIEs subject to a one-time NOIE election.

Description

Initial Load Zone Assignments

The initial Load Zone designation for the Texas Nodal Market (TNM) utilizes the four (4) Competitively Significant Constraint (CSC) Zones that were in effect in the ERCOT Market during 2003.

NOIE Load Zones

 The descriptions and conditions set forth below apply to NOIE Load Zones:
[Eric Schubert with the PUCT MOD has expressed some concerns with the NOIE Load Zone proposal contained herein, as detailed in the discussion at the end of this document]
1. All NOIEs are by default assigned to the appropriate TNM Load Zone (except as noted in below) unless they make an election to be a NOIE Load Zone by August 1, , 2005.
2. There will be a maximum of 20 NOIE Load Zones.
3. To the extent that any costs are allocated based upon a zonal load ratio share, the loads in NOIE load zones will be considered a part of the Texas Nodal Commercial zones for this purpose.  For NOIEs that have loads in more than one Texas Nodal Commercial zone, the allocation shall be based on the load ratio share in each zone.  
4. All NOIEs, or groups of NOIEs linked by common pre-1999 power supply arrangements, which have a 2003 NOIE peak load in excess of 2,300 MW will be defined as separate NOIE load zones.  

5. NOIE load zones must be uniquely identified and may be composed of individual NOIEs or a combination of NOIEs that have agreed among themselves to jointly participate in the uniquely designated NOIE Load Zone.  Each NOIE may participate in one, and only one, Load Zone and all loads served by that NOIE must be contained within that NOIE's Load Zone.

6. NOIE load zones (except as described below) will be treated as other load zones including a 3-year notice requirement for ERCOT Board approval of any changes to load zones. 

7. Three years after a NOIE offers its customers retail choice, the NOIE’s load shall be merged into the appropriate TNM competitive load zone(s).  For a NOIE Load Zone that is an aggregation of NOIE systems where one system opts into retail choice, each remaining NOIE in that NOIE Load Zone may choose to have its load merged into the appropriate TNM competitive load zone(s) under the same three year time frame. 


Addition of New Load Busses


New load busses shall be assigned to a TNM Load Zone in accordance with the following rules:

1. If the new load busses connect to busses all located in the same TNM Load Zone then assign the new load busses to that TNM Load Zone.

2. If the new load busses connect to busses located in different TNM Load Zones then ERCOT shall simulate on-peak LMP markets with the new facility incorporated into the network model.  Each new buss shall be assigned to the TNM Load Zone with the closest matching Zonal LMP to the new buss's LMP.  Such changes shall become effective immediately.

Load Zone Modifications

TNM Load Zones may be added/deleted, or otherwise reformed, only upon the approval of the ERCOT Board of Directors.  Such changes shall not become effective until after 36 months following the month in which the ERCOT Board renders its approval.  To the extent practicable, assignment of load busses in a newly approved TNM Load Zone structure shall comport with existing assignments. 

Inputs

NA

Outputs

NA

Settlement 

The Load Zone 15-minute LMP will be calculated for each settlement interval as a load weighted average (based on a 5-minute bus load as provided by the State Estimator) of the 5-minute LMPs for each bus assigned to a TNM or NOIE Load Zone.  

Example

 
NA

Email From Eric Schubert (PUCT) MOD Concerning NOIE Load Zones

I would like to provide you with some concerns about the consistency of the "NOIE load zone" proposal that is in the attached "Load Zone White Paper" with certain provisions of Substantive Rule 25.501, "Wholesale Market Design for ERCOT."  

In Substantive Rule 25.501(h), the Commission chose to settle load zonally, not nodally, for three reasons:


(a)
To avoid discrimination and treat all loads in a unified way.  The Commission did not want to allow some loads to be handled using nodal prices while others are settled using zonal prices.


(b)
To avoid, to a practical degree, disproportionate price impacts among customers.  Some load nodes are in good locations in ERCOT while some other load nodes are not due to locations and transmission constraints.  The larger aggregation of load nodes, the less disparity among individual customers in ERCOT.  The smaller aggregations of load nodes, the higher risk for load in that aggregation to be hit with high zonal prices.


(c)
Some market participants are better suited to respond to locational price signals than others.  Generators can easily locate and respond to locational price signals, commercial and industrial load are somewhat responsive (as LaaRs), and residential load cannot respond given current metering technology.

In light of the intent of Substantive Rule 25.501(h), I would like to express three concerns about the "NOIE load zone" alternative proposed by the CMCG. 


1.
Since ERCOT contains more than 100 NOIEs, and some of them very small in terms of load, the potential number of NOIE load zones would approach a level where, in essence, load would be settled on a nodal basis rather than a zonal basis.  This approach would conflict with Substantive Rule 25.501, where Commission chose to settle loads zonally, not nodally.  


2.
The option of having NOIEs choose whether to have their own load zone or be part of a larger load zone seems to conflict with the Commission's intent to avoid "cherry-picking" of cheap load nodes.  Given the small size of some NOIEs, the question arises: "Why aren't large customers in competitive areas allowed the same choice?"


3.
For the past year, a proposal has been circulating to "directly assign" OOMC and RMR costs to the zones where the costs occur rather than uplift them ERCOT-wide as we currently do.  Under such a scheme, if Austin Energy, LCRA, and San Antonio have their own load zones, the remaining load in the South Zone could be disproportionately impacted from the OOMC and RMR costs that we currently see in the South Zone.  

It is logical to assume that all the high-priced NOIE loads decide to be averaged in the competitive load zone while the low-priced NOIE loads decide to be their own load zones.  Therefore, one potential adverse impact of the NOIE proposal would be to take cherry-picking with a zone to its logical conclusion.  Such an action will result in load in competitive areas to bear a disproportionate share of higher energy prices and potentially OOMC and RMR costs associated with the wholesale market.  

I would like to be sure that we take all necessary steps to ensure the implementation of Substantive Rule will be in compliance with the three objectives listed above.

Thanks.

Eric S. Schubert, Ph.D.

Senior Market Economist

Market Oversight Division

Public Utility Commission of Texas

(512) 936-7398
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