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This memorandum summarizes KEMA’s assumptions for the Implementation Impacts Assessment segment of the ERCOT Cost-Benefit Study.  This is one segment of three included in the overall scope of the ERCOT cost-benefit analysis being performed by Tabors Caramanis & Associates and KEMA Inc. (TCA/KEMA).  KEMA will provide quantitative and qualitative treatment of implementation startup costs, ongoing costs, and other transition-related impacts for ERCOT and its market participants. We anticipate that additional assumptions regarding costing may be necessary after receiving the initial input from the participant survey.

For the Implementation Impacts Assessment within the Cost-Benefit Study, KEMA will compile the results using the following assumptions:
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Implementation Impacts Assessment Assumptions

1.  Classification of Market Participants

Market Participants will be classified into the following Market Entities, which will be used to compile the results of the Implementation Impacts Assessment:

ENTITIES:

1. ERCOT

2. Qualified Scheduling Entity (QSE)

3. Resource Owners (PGC) 

4. Load Serving Entity (LSE)

5. Transmission and/or Distribution Service Provider (TDSP)

The basis for the Entities was derived using the following Market Participant relationship diagram. KEMA has assumed that the current Market Participant relationships as defined in current Protocols will not change for a Nodal market:
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The Implementation Impacts Assessment report will provide detailed cost estimates related to implementations startup costs, ongoing cost (maintenance, training and support) and other transition related impacts for significantly impacted Market Entities listed above.  Since a market participant can serve in multiple market roles, a market participant will be able to review their estimated individual impacts and costs based on which of the Market Entity role is part of their business model.  For example and IOU can be a REP and a QSE, and a Municipal can be a QSE, TDSP, and an REP. The following are the nine identified Market Segments:

MARKET SEGMENTS:

1. Investor Owned Utilities (IOU)

2. Municipally Owned Utilities (MOU)

3. Electric Cooperatives (EC)

4. Independent Power Producers (IPP)

5. Power Marketer (PM)

6. Retail Electric Provider (REP)

7. Retail Customers

8. ERCOT ISO

9. Public Utility Commission of Texas (PUCT)

2.  Change Case Description/Definition

Three Change Cases will be considered for the Implementation Impacts Assessment. The following outlines the assumptions for each Change Case:

Texas Nodal Team (TNT)

The scope and a detailed description of this change case was defined by the approved Concept (White) Papers and supported by details in the Draft TNT Protocols that were available as of June 2, 2004. The Cost Benefit Concept Group (CBCG) will identify Subject Matter Experts (SME’s) and Contact Information to provide support for any additional required details of this change case.  

Nodal Light

The scope and a detailed description was provided in the Change Case Summary that was available as of June 2, 2004. The CBCG will identify Subject Matter Experts (SME’s) and Contact Information to provide support for the additional required details of this change case.  

NE-ISO Replication

The scope and a detailed description will be provided in the Change Case Summary that is available as of June 2, 2004. The CBCG will identify Subject Matter Experts (SME’s) and Contact Information to provide support for the required details of this change case.

It is anticipated that the Implementation Impacts Assessment for the Nodal Light Change Case will consist of differences between the Texas Nodal Team and the Nodal Light Change Cases. Similarly, the NE-ISO Replication Change Case will consist of differences, where applicable, between the Texas Nodal Team and the NE-ISO Replication Change Cases.

3.  Confidentiality

KEMA acknowledges that any aspect of KEMA’s Deliverables defined herein could be made available in the public domain, including general postings on the ERCOT website, filings under regulatory dockets with the Public Utility Commission of Texas and distribution to Texas Legislature as ERCOT deems appropriate.  As part of the process in data collection from the various market participants, KEMA will maintain strict confidentiality of any identified competitive information as part of the presentation of results. 

The following confidentiality protocol will be used for each group:

Cost Benefit Concept Group (CBCG)

The review and sharing of detailed information within CBCG will be limited to what is authorized by the Market Participant owner of the information.  KEMA will provide generic/sanitized details and summary reports.

Texas Nodal Team (TNT)

The review and sharing of detailed information within TNT will be limited to what is authorized by the Market Participant owner of the information and CBCG.  KEMA will provide generic/sanitized summary reports.

KEMA will only release interim and final results to the TCA.

4.  Data Gathering

Existing systems and staffing levels cost data will need to be collected for estimating the cost of each change case.  KEMA will use sources of data such as historical organization experience, current costs, vendor estimates, market research, publications, and analyst judgment in developing these estimates. 

KEMA will develop a survey that will be distributed to all Market Participants.  Market Participants will receive the survey electronically via e-mail through the CBCG provided contacts. The market participant will complete the survey and provide details on their installed systems and any planned changes to systems, applications, and staffing levels prior to the Nodal Market in 2007.  This survey will be used to gather the data that will be compiled as part of the impacts analysis for the impacted generic Market Entities. 

The proposed data gathering process is as follows:

1. CBCG will work with KEMA to identify and assign a liaison Market Segment Representative (and a backup) for each of the nine identified Market Segments. The Representatives will be identified by the CBCG. 

The roles and responsibilities for the Market Segment Representative are:

a. Act as key liaison/contact between KEMA and the individual Market Participants within their respective Market Segment.

b. Assist KEMA with the follow-up of the responses within their respective Market Segment.  KEMA will receive the responses directly to preserve confidentiality.

2. Each individual Market Participant will complete the survey questionnaire as follows:

a. If the individual Market Participant serves/acts in multiple Entity roles (i.e., QSE, Resource, LSE, etc.), then a separate survey must be completed for each Entity role.

b. Any questions regarding the survey need to be communicated to KEMA with copy to CBCG .

c. Complete survey responses by end of business Friday, June 18, 2004 and email to KEMA. KEMA will provide survey completion instructions with the survey.

d. KEMA will inform CBCG and the Market Segment Representative of any major deficiencies in the data collection for follow-up.

3. KEMA will analyze, sort and compile the received completed surveys to develop a picture of the generic Market Segment systems.  KEMA will not create substitutes for actual data not completed in the survey (no proxy data).

KEMA will set-up meetings with assigned ERCOT staff to collect the information to complete the ERCOT inventories in the following areas::

1. Existing ERCOT Hardware and Applications

2. Planned Installation of Hardware and Applications at ERCOT prior to the Nodal Market in 2007

3. Nodal Drivers for New Hardware and Applications required by ERCOT for the Nodal Market in 2007

The following diagram outlines the above data gathering process:
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5.  Impacts Assessment

KEMA will perform the Implementation Impacts Assessment by Market Process Timeline category. The categories are based and aligned in the same structure as the Draft TNT Protocols. The details of the business processes will be finalized and approved by CBCG by June 2, 2004.  The following is a listing of the Market Process Timeline categories.

MARKET PROCESS TIMELINE:

1. Pre-Day Ahead Activities

2. Day-Ahead Activities

3. Adjustment and Operating Period Activities

4. Real Time

5. Post-real Time Activities

Each category will have defined business processes to be reviewed and identified for impacts related to people, process, and technology. This method will be used to quantify/qualify the level of impacts from the derivations of each Change Case. The level of impacts will be classified as None, Low, Medium, or High. The output levels will then be used to determine the costs for each Entity/Change Case.

The following diagram outlines the Implementation Impacts Assessment process:
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