IMPROVED ZONAL CHANGE CASE
The Cost Benefit study’s only current change case compares a new nodal market design (Nodal Change Case) to the Base Case (current market design adjusted to include protocol changes through March 31st, 2004).  This comparison takes the current market design with known problems and compares it to one in which many of the problems are directly addressed.  The nodal change case should inherently be better because it addresses known problems.  The improved zonal market design (Improved Zonal Change Case) is a variation on the Base Case that incorporates a set of forward looking assumptions.  The Improved Change Case will include many of the “Improved” market features being incorporated into the Nodal Change Case.  The difference is that the Improved Zonal Change Case is premised on making improvements to the current zonal market design rather than implementing a completely new nodal market design in order to achieve those same features.
The Commission’s rule specifically allows for consideration of modifications to the current market design as an option to the nodal market design.  The Improved Zonal Change Case will use the base case market design as the starting point, and will add features similar to the nodal model.  The Improved Zonal Change Case will also include revisions to the current market design to reflect changes required under Substantive Rule § 25.501.  Because some of the changes to the current market design will be similar to those being developed for the nodal market design, the same qualifications and limitations will be encountered.  

 The Improved Zonal market design should include:

a. unit specific bidding

b. reliability unit commitment

c. security constrained economic dispatch

d. assignment of congestion costs to zones (transition to be determined)

e. voluntary day-ahead market

The features discussed above will make changes to the current zonal market design in order to be in compliance with the Rule.  The Rule does not require nodal pricing. 

In addition to the features discussed above, the Improved Zonal Change Case should include:

a. Maintaining the five 2004 zones, with a three year notice to change zones, as being proposed in the nodal market design

b. ERCOT transmission planning and the PUC will take on an expanded role to plan for relief of congestion, in addition to addressing reliability issues.  

c. ERCOT Interconnect studies will consider the costs of congestion as well as reliability in the granting of interconnection requests.  New generators will be responsible for the congestion that they cause.   

