Attachment A

ERCOT Board Meeting, May 18, 2004

Item 5b – Texas Nodal Design Elements – Board Approval

Texas Nodal Design Elements Summary

The following are summaries of “white papers” describing wholesale market design elements developed and approved by the Texas Nodal Team. These design elements are presented to the ERCOT Board for approval at its May 18 meeting. The full TNT-approved white papers may be found at the following web link,
http://www.ercot.com/TNT/default.cfm?func=browsebygroup under the heading “Approved by TNT pending Board approval.
(1) Transmission Planning
The purpose of this white paper is to provide an overview of the planning process for inclusion in the Texas Nodal Market (TNM) Protocols.  The details of the planning process are not discussed in this paper (or in TNM Protocols) but would continue to be performed according to the ERCOT Planning Charter.  

The concepts discussed in this white paper are generally valid in the current market as well as the TNM.

(2)  Transmission Element Modeling in Planning Systems
This paper identifies the standards for the transmission planning model for use by ERCOT Transmission Services under the Texas Nodal Market.  

TDSPs will provide ERCOT with equipment ratings on an ongoing basis as required/requested by ERCOT.  ERCOT may request TDSPs to provide information on the methodology, including details, for determination of the rating.  ERCOT may review the methodology and comment on the methodology.  ERCOT will post ratings and will post methodologies to the extent practicable.  ERCOT may refer to NERC Standard 600 for applicable definitions, etc. 

To the extent practicable, ERCOT shall strive to use consistent information in the various models used by ERCOT Operations, ERCOT Planning and the Congestion Rights, and other workgroups.  To the extent practicable, ERCOT will strive to utilize consistent names between the CRR model and the network model. 

(3) Load Participation
Loads participating as Resources in the ERCOT Nodal Markets will provide additional Resources other than traditional Generation Resources that can contribute to ERCOT markets for the Day Ahead Ancillary Service Markets, for DaRUC capacity, and as Resources providing equivalent Balancing Energy for use in Real Time Operations.  Loads may participate voluntarily in the market through Voluntary Load Response where the Load adjusts its consumption from its schedule or forecast. 

The TNT has prepared descriptions of Ancillary Services procurement, DaRUC, and Real Time Operations describing how Generation Resources will function in the ERCOT Nodal Market.  The Load Participation in the ERCOT Nodal Markets white paper will complement these documents to generally describe how Loads may participate as a Resource or as Voluntary Load Response to provide services similar to Generation Resources and give guidance to the drafters of the revised Protocols as the design of the Nodal Market materializes. 

Loads are able to participate in the following types of services under the Texas Nodal Market design:

· Ancillary Services

· Regulation Reserve Service (RUS and RDS)

· Responsive Reserve Service (RRS)

· Non Spinning Reserve Service (NSRS)

· RUC capacity (RUC) 

· Balancing Up Load (BUL) via Real Time Operations 

· Voluntary Load Response (VLR)

(4) Emergency Operations
During ERCOT-declared emergency operations, ERCOT will continue to use the existing protocols to guide their decision process with the exception of concept changes defined in this white paper.
OOME instructions will be replaced with Dispatch Instructions to set a Resources Base Point at a specified output level.  OOMC will no longer be applicable and be replaced with ERCOT use of HaRUC to commit additional generation as needed in the time frame of the emergency.
The Emergency Electric Curtailment Plan (EECP) will change to reflect different levels of Load Resources used in Responsive Reserve to balance the needs of dispatchable generation with the quick response from load on high set underfrequency relays.
Other topics discussed in the document include:

· Failure of SCED to Converge and Establish LMPs

· Emergency and Short Supply Operation

· Emergency Electric Curtailment Plan (EECP)

· Restoration of Market Operations

· Scheduling & Operation of BLTs

· Settlement During ERCOT Declared Emergencies
The remaining provisions of the current protocols addressing emergency operations remain the same.

(5) Performance Monitoring
This paper provides criteria by which to monitor QSE, Resource, TSP and DSP and ERCOT performance of market functions in the nodal market.  These criteria need to be measured and may need further refinement by either TAC or during the Protocol review process.
Performance & Compliance monitoring metrics are defined for:

· QSEs

· Resources

· ERCOT

· TDSPs

(6) Systems Migration Principles
This paper identifies the principles for the planning of systems migration from the existing zonal market structure to a nodal market structure.
Additions to Previously Approved Design Elements 
(TNT work papers at the web link above show the white papers with these modifications)

(1) RMR in Day Ahead Energy Market – Enhanced Hybrid (E-HDAM)
The following text (indicated by boxes and highlights) has been added to the Enhanced Hybrid Day Ahead Market (E-HDAM) document to describe the use of RMR units in the DaRUC market, when E-HDAM is implemented.

ERCOT will determine if RMR Resources are likely needed in real-time market, and if so, include them in the EH-DAM via three-part bids.

1. For RMR Resources selected in the DAEM, any excess revenues over contract prices which result in credits associated with RMR resources due to real-time SCED energy deployments different from DAEM schedules will be tracked separately and accounted for in the monthly actual fuel cost true up in accordance with the RMR contract terms.  

(2) RMR in Day-Ahead Reliability Unit Commitment (RUC)
The following text (indicated by boxes and highlights) has been added to the Day Ahead Reliability Unit Commitment (DaRUC) document to describe the use of RMR units in the DaRUC market.

RMR language approved by TNT on 4/26/2004:

QSEs may submit two-part bids for use in the DaRUC process.  When ERCOT deems the RMR unit as necessary, it will submit two-part bids for available RMR Resources for use in the DaRUC process based on Start-up Cost and Minimum-energy Cost as specified in the RMR contract. The SCUC of the DaRUC will first be run with only those resources that submit offers, which will include all offers associated with available RMR Resources.  ERCOT may elect not to submit bids for RMR units if in its sole judgment the contract limits on run hours may be exceeded.  


RMR Resource = contract price
Unit specific verifiable fuel consumption rate per start will be established up front, and O&M expenses may be established in place of these proxies by providing verifiable data as would be the case with an RMR Resource.

RMR Resource = contract price
RMR Resources = contract rate 

ERCOT shall submit energy offer curves, consistent with the RMR contract, for RMR Resources for use by SCED based on its contract rate.

The calculation for the “make-whole” payment the generator, including an RMR Resource, will receive in any of the allocation methods below:

If the resource did not submit an offer for the RUC, or if the resource is an RMR Resource, 100% of all margin over “make-whole” payments are refunded to QSEs on a load ratio share basis.  If the resource other than a RMR Resource, submitted an offer for the RUC, 50% of all margins over “make-whole” payments are refunded to QSEs on a load ratio share basis.

(3)  25% Adder Provision in DaRUC

The following text has been added back into the DaRUC document to reflect the decision by the Board at its April 20, 2004 meeting to grant Constellation Power Source’s appeal of TNT’s March 31 decision regarding Real Time Mitigation:

9. An incentive will be designed into the mitigation for non-competitive units that will be at least 25% above the energy offer caps used to calculate the make whole payments to incentivize self-commitment.

(4) RMR in Hour-Ahead RUC
The following text (indicated by highlights) has been added to the Hour Ahead Reliability Unit Commitment (HaRUC) document to describe the use of RMR units in the HaRUC market.

The most economic resources, including RMR Resources, are committed based on their start-up and minimum energy bids only to resolve system and transmission constraint violations.

(5) Congestion Management Concepts

TNT approved a previous version of the CRR document on April 3, 2004.  The Board approved the design elements defined in the April 3 version of the CRR document on March 16, 2004.  The following table summarizes changes to the CRR document made by the Congestion Management Concept Group at its meetings on March 18 and April 20, 2004.  TNT approved these changes on May 10, 2004.
	Issue
	Section of 3/3 Paper
	3/3 Paper Contents as approved by TNT on 3/3
	3/18 Paper Resulting from CMCG Meeting 
	4/20 Paper Resulting from CMCG Meeting

	Requirements to participate in CRR Auction
	1.3
	Statement for criteria to be included
	Specific criteria set forth
	

	Market Participant Actions
	1.4
	Statement for criteria to be included
	Section on Market Participant actions deleted
	

	Boxed Language in ERCOT Actions Section
	1.5
	ERCOT Actions section had box with potential actions
	Boxed language struck—items were more appropriate for a CRR Users’ Guide—which will be developed at a later date
	

	Daily CRR Auction
	2.3
	Boxed Language said definition of daily CRR language was related to DAM decision
	DAM does not preclude use of daily auctions—and allows reconfiguration in E-HDAM.  Language was struck altogether.
	

	Auction Business Rules
	3.8
	Numbers skipped number 2—i.e. went from number 1 to number 3
	Numbering corrected
	

	Preassigned CRRs
	4.1
	Box around PCRR eligibility statement
	CMCG agreed on modified language and unboxed the language to reflect CMCG agreement
	

	Deration 
	5.1
	Only introductory paragraph present
	Boxes for two options on how to handle the CRR Balancing Account
	Modifications to introductory paragraph to explain Target Allocations. 

	Revenue Adequacy
	5.1
	
	
	Added Issue Box 

	CRR Balancing Accounts 
	5.2
	
	
	Modifications to the language of the two Options for Balancing Accounts.

	Calculation of Transmission Credit Target Allocation
	6.1
	No boxed language
	Boxed language as heads up to group on expanded discussion needed for settlement
	Expanded discussion of Settlement and included new equations.  Section was modified substantially during 4/20 meeting to break apart the equations by CRR Type.  The Original Box ended up in the Section 6.2 and was struck.

	Calculating Congestion Rents
	
	
	
	Included discussion of topic.  Added same issue Box as in 5.1 on Revenue Adequacy.

	Calculating Transmission Congestion Costs
	 Section 6.3 became 6.3 in 4/20 doc
	No boxed language—parenthetical on description of section.
	Boxed language as heads up to group on expanded discussion needed for settlement
	Expanded discussion of topic for both ADAM and E-HDAM.  Included an example in an Appendix.

	Distribution of CRR Revenue
	6.3
	Two sentences—second duplicative of the first.
	Second sentence struck from document.
	

	Congestion Settlement for Scheduled Transactions
	6.4
	Parenthetical describing how scheduled transactions will be settled.
	Issue deferred to Market Operations group to be addressed in Scheduling White Paper
	

	CRR Ownership Limitations
	7
	
	Deleted Sentence about working with another Concept Group.
	

	Appendix on Short Pay Options
	
	
	
	Inserted as result of example developed during 4/20 meeting.


 (6) Telemetry Addendum to Fidelity Requirements for Transmission Operations
This paper serves as an Addendum to provide further clarity to the “Fidelity Requirements for Transmission Element Modeling and Telemetry” white paper.
Highlights of the addendum include:

· Reliability Operations Subcommittee (ROS) shall establish a task force (Telemetry Criteria Task Force), comprised of appropriate technical experts and open to Market Participants, to develop a set of Telemetry Criteria and a State Estimator performance standard for use in the Texas Nodal Market.  The Telemetry Criteria and State Estimator performance standard shall be presented to TAC on a schedule such that TAC may approve the Telemetry Criteria and State Estimator performance standard no later than October 1, 2004.  The Telemetry Criteria and a State Estimator performance standard shall require TAC’s approval before they shall become effective.

· The Telemetry Criteria shall define the performance and/or observability requirements of voltage and power flow measurements, including requirements for redundancy of telemetry measurement data, necessary to support the State Estimator in meeting its approved performance standard, and to support the calculation of reasonably accurate LMPs.  

· ROS will coordinate with WMS to ensure a common understanding of the level of State Estimator performance required to calculate “reasonably accurate LMPs.”  The State Estimator performance standard shall define the performance requirements necessary to provide State Estimator results within a desired level of confidence and the calculation of reasonably accurate LMPs.  Further, this standard shall address the State Estimator’s ability to detect, and/or otherwise accommodate communications systems failures, failed data points, and missing or inaccurate measurements.

· TSPs shall design, construct, operate, and maintain their systems to meet the approved ERCOT Telemetry Criteria for measurements facilitating the observability of the generation and load nodes defined in the nodal transmission model used for SCED.

· ERCOT shall design, install, operate, and maintain its systems and establish applicable related processes to meet the State Estimator performance standard.
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