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Qualification Approach for the nodal market

Issue:  

ERCOT’s transition to the nodal market design will change many of the interactions between ERCOT and Market Participants.  The nodal protocols will introduce new markets, create new transactions and modify requirements for existing transactions between ERCOT and Market Participants.  Both ERCOT and Market Participants will develop new systems that will need to communicate and process new market transactions.  Changes in the market will require training on the nodal market rules, systems, transactions, communication protocols and other requirements.

The ERCOT protocols require that Market Participants demonstrate, to ERCOT’s reasonable satisfaction, that they are capable of performing the functions required of them by the protocols.  ERCOT has obligations to assure that each Market Participant has met the necessary requirements for entry into the market as well as continued operation in the market.  In order to assure that Market Participants are capable of continuing their operations after the transition to the nodal market,  ERCOT will define readiness activities that must be completed before entering the market including qualification tests for those Market Participants required to be qualified by the protocols.  ERCOT currently qualifies scheduling entities (QSEs).  

When significant market changes are introduced, ERCOT shall communicates the changes, migration schedules and testing plans to Market Participants so they can prepare for and make any needed changes in their systems to successfully operate in the market.  Each migration schedule includes allowances for testing of ERCOT and Market Participant systems and execution of any new qualification tests related to the market change.  Continued qualification of Market Participants is contingent upon adherence to all requirements in the protocols. 
In order for ERCOT to continue to qualify Market Participants to operate in the nodal market, ERCOT will need to assure that those Market Participants requiring qualification (by the protocols) demonstrate their ability to execute their additional responsibilities for the nodal market.

This document will address the following topics:  

· Qualification vs. Readiness activities

· Types of Market Participants requiring qualification

· Definition of Qualification for the nodal market transition

· Qualification Timeline  

· Communication plan for qualification requirements

Qualification vs. Readiness Activities 

It is important to understand the distinction between qualification as defined in Section 16 of the nodal protocols and the nodal market transition readiness criteria that will be developed by ERCOT and Market Participants.

ERCOT will work closely with Market Participants to define measurable metrics needed to assess the readiness of all participants for the various market trials and the go-live date of the nodal market.  Readiness criteria will be developed for all Market Participants affected by the nodal transition.  Qualification of those Market Participant types that are required to be qualified by ERCOT will be one metric by which readiness may be assessed.  Therefore, ERCOT will prepare readiness criteria for all Market Participants.  The readiness activities will be tracked and reported to provide a reliable measure of the Market Participant readiness for each phase of the nodal market transition.  The number of Market Participants completing certain readiness activities including qualification of QSEs may be used as a measure of overall market readiness or entry and exit criteria for the market trials.  For example, there will be a significant effort to set up and test telemetry between TSPs and ERCOT during the first Early Delivery System (EDS-1) phase of the transition plan.  The verification of all data and telemetry requirements by TSPs will be a critical readiness activity that will be tracked and reported as part of the market readiness criteria for EDS-1.  Therefore, the readiness activities of TSPs for each phase of the market trials and the nodal market go-live date will be tracked and reported as a key readiness measure, but will not be considered as qualification.

Types of Market Participants requiring qualification

In the current ERCOT market, all Market Participants must complete a series of activities before they are allowed to actively participate in the market.  For some, such as Resource Entities, these activities are limited to registering the entity and any assets with ERCOT, and signing Market Participant agreements.  The protocols do not specify any qualification testing for these entities.  On the other hand, Qualified Scheduling Entities (QSEs) and Retail Electric Providers (REPs) are required to be qualified or certified before being allowed to participate in the market.  

The different types of Market Participants in the nodal market are as follows:

· Congestion Revenue Rights (CRR) Account Holders

· Load Service Entities (LSE)

· Qualified Scheduling Entities (QSE)

· Renewable Energy Credit Account Holders

· Resource Entities

· Transmission Service Provider (TSP)

· Distribution Service Provider (DSP)

This approach document only addresses the qualification requirements to enter the nodal market for the following Market Participant types that are required to be qualified per the nodal protocols:

· Congestion Revenue Rights (CRR) Account Holders

· Qualified Scheduling Entities (QSE)

· Additionally, Generation and Load Resources providing Ancillary Services will be qualified by ERCOT.

The following Market Participant types will not have any qualification requirements (See above for readiness criteria).

· Load Serving Entities (Certification of Retail Electric Providers for the retail market will continue)  

· Renewable Energy Credit Account Holders

· Resource Entities

· Transmission Service Provider (TSP)

· Distribution Service Provider (DSP)

Definition of Qualification for the nodal market transition

CRR Account Holder Qualification

CRR Account Holders will be registered as a new type of Market Participant in ERCOT’s registration system.  They will sign Market Participant agreements, and upon satisfaction of credit requirements, will be issued a digital certificate to access ERCOT’s web-based user interface for the CRR system.   

CRR Account Holders will be required to complete the following activities to be qualified:

· Registration

· Agreements

· Satisfaction of credit requirements

· CRR system connectivity test 

After completing the required registration steps and signing Market Participant agreements, ERCOT will determine the CRR Account Holder’s initial credit worthiness for qualification.  The CRR Account Holder’s credit worthiness will be determined at the Counter-Party level.  A Counter-Party includes a QSE, sub-QSEs and CRR Account Holder registrations that an entity may have registered with ERCOT.  A new Credit Monitoring and Management (CMM) application will be implemented by ERCOT as part of the transition to the nodal market.  The CMM will assess creditworthiness of the Counter-Party, establish initial credit limit, and obtain additional collateral if required the Counter-Party does not have adequate availability under its credit limit to initiate CRR trading.    

The CRR Account Holder will also be expected to complete training on the new CRR system and market rules to assure that each account holder is able to execute the functions specified in the protocols.  There will be no functional testing required for CRR Account Holders.  ERCOT will perform a system connectivity test by verifying that at least one user at each CRR Account Holder entity has established connectivity to the CRR system prior to completing Qualification.  

The rest of this document will discuss the qualification requirements for QSEs and Resources.

QSE Qualification

Section 16.2.1 of the nodal protocols state the following regarding QSE qualification:

To become and remain a QSE, an Entity must meet the following requirements:

(a)
Submit a properly completed QSE application for qualification, including any applicable fee and including designation of  Authorized Representatives, each of whom is responsible for administrative communications with the QSE and each of whom has enough authority to commit and bind the QSE and the Entities it represents;

(b)
Sign a QSE Agreement; 

(c)
Sign any required Agreements relating to use of the ERCOT network, software, and systems;

(d)
Demonstrate to ERCOT’s reasonable satisfaction that the Entity is capable of performing the functions of a QSE; 

(e)
Demonstrate to ERCOT’s reasonable satisfaction that the Entity is capable of complying with the requirements of all ERCOT Protocols and Operating Guides; 

(f)
Satisfy ERCOT’s creditworthiness requirements as set forth in this Section;

(g)
Be generally able to pay its debts as they come due; ERCOT may request evidence of compliance with this qualification only if ERCOT reasonably believes that a QSE is failing to comply with it;

(h)
Provide all necessary bank account information and arrange for Fedwire system transfers for two-way confirmation; 

(i)
Be financially responsible for payment of settlement charges for those Entities it represents under these Protocols;

(j)
Comply with the backup plan requirements in the Operating Guides; 

(k)
Maintain a 24-hour, seven-day-per-week scheduling center with qualified personnel for the purposes of communicating with ERCOT for scheduling and deploying the QSE’s Ancillary Services in Real-Time.  Those personnel must be responsible for operational communications and must have sufficient authority to commit and bind the QSE and the Entities that it represents; 
(l)
Demonstrate and maintain a working functional interface with all required ERCOT computer systems; and

(m)
Allow ERCOT, upon reasonable notice, to conduct a site visit to verify information provided by the QSE

Based on the above protocol language, ERCOT has developed a list of qualification activities needed for initial qualification upon entry into the market and for continued qualification of QSEs.  The current list of activities required to be completed by QSEs for qualification are as follows:

1. Registration

2. Agreements

3. Credit Worthiness Requirements

4. Communication Installation (Voice and data circuits)

· Wide Area Network

5. Communication (Connectivity)

· Communication (System Operations - Real Time)

· Telemetry - ICCP

· Communications (Market Operations) 

· Portal Transactions (MIS)

· Programmatic Transactions (API)

6. Market Operations Functional Testing

· Portal Transactions (MIS)

· Programmatic Transactions (API)

7. System Operations Functional Testing (Ancillary Services)

· Regulation Up and Down Service
· Responsive Reserve

· Non-Spinning Reserve

· 
8. Site Visit

Qualification for the nodal market will involve the completion of any applicable activities from the above list related to new nodal market interactions between ERCOT and QSEs. 

ERCOT’s qualification approach consists of an evaluation of the above list of qualification activities to assess the impact of the nodal market transition on each activity.  Only those activities that have had significant changes in requirements by QSEs will be required to be completed by all QSEs as part of their qualification for the nodal market.  

If the requirements for an activity in the above list are not changed by the nodal protocols, this activity will not need to be administered as part of the nodal qualification plan.  If an activity is no longer required by the nodal protocols, it will not be administered and the activity will be deleted from future qualification plans. 

All new QSEs entering the market will be required to complete the entire list of qualification activities satisfactorily.  Requirements for satisfactory completion of each requirement are stated below and will be detailed further in a QSE qualification guide.

Based on the above, the rest of the document presents ERCOT’s current approach towards QSE qualification:

1. Registration – This activity consists of registering the QSE as a Market Participant with ERCOT by submitting the QSE Application for Registration form by providing information on the QSEs Authorized Representative and User Security Administrator (USA), officers, affiliated entities and other contacts as well as payment of the application fee.  This activity would also include the submission of service filings with information on sub-QSEs and entities that the QSE will represent (Load Serving Entities and Resource Entities) in the market.   

· This activity is required for all new QSEs

· QSEs that are currently registered with ERCOT will not be required to return new Market Participant applications.

· There are significant changes in the registration data required from Generation and Load Resources for the nodal market.  This will require the submission of a Resource asset registration form from Resource Entities.  QSEs are required to submit and maintain Resource Parameters on each of the Resources they represent in the market.   The process for the submission of Resource parameters is being defined and will be communicated to Market Participants at a later date.    
2. Agreements – This activity consists of each QSE executing a Standard Form Market Participant agreement with ERCOT.

· Required for all QSEs

· A new Standard Form Market Participant Agreement included in Section 22 of the nodal protocols will need to be signed by all QSEs 

3. Credit Worthiness Requirements – QSE credit worthiness will be determined at the Counter-Party level.  A Counter-Party includes a QSE, sub-QSEs and CRR Account Holder registrations that an entity may have registered with ERCOT.  This qualification activity consists of a check to determine if the Counter-Party meets the credit worthiness requirements.  A new Credit Monitoring and Management (CMM) application will be implemented by ERCOT as part of the transition to the nodal market.  

· New QSEs

· ERCOT will confirm whether or not the Counter-Party meets the initial credit worthiness for qualification. The CMM will assess creditworthiness of the Counter-Party, establish initial credit limit, and obtain collateral if required. 

· Existing QSEs

· ERCOT continuously monitors the credit worthiness of all existing QSEs in the zonal market.  This practice will continue using the new CMM application in the nodal market.  ERCOT will make any required collateral calls to Counter-Parties if additional collateral is needed.

4. Communications Installation - This activity consists of the installation of Wide Area Network (WAN) circuits for real-time voice and data communications with ERCOT.  

· Wide Area Network

· Required for all new level 3 and level 4 QSEs.

· All existing level 3 and level 4 QSEs meet this requirement.  Evaluation of available bandwidth for additional data transfers as a result of the transition will be done on a QSE by QSE basis).

5.  Communications (Connectivity) – This activity consists of testing connectivity of communication between ERCOT and QSEs for real-time system operations communications and for market operations transactions such as scheduling and bidding.

· System Operations - Real Time Telemetry  (ICCP )

· All real-time communications between ERCOT and QSEs will use Inter-Control Center Protocol (ICCP). [Pending approval of NPRR xxx]
· Most QSEs currently use both RTU and ICCP systems for real-time communications.  For those QSEs that use RTU only for real-time communication, an ICCP installation would be required

· The nodal protocols specify redundant communication link requirements for real-time communications between each QSEs control center systems and ERCOT systems.  Redundant data links shall be used by QSEs such that any single element of the communication system fails can fail and;

· For server failures – complete information must be re-established within five minutes by automatic failover to alternate server(s)

· For all other failures – complete information must continue to flow with updates of all data continuing at a 30 second or less scan rate

· QSEs will need to show their ability to recover and restore real-time communication with ERCOT after a single element failure in the communication system as described above. 

· A point by point telemetry checkout to verify mapping of all required ICCP data exchanges between ERCOT and QSEs will be required of all QSEs representing Load or Generation Resources.  Telemetry testing will be performed for QSE level data as well as Resource specific data exchanges between ERCOT and QSEs.   This step is expected to be completed as part of EDS-1 for most QSEs.

· Market Operations Connectivity (API or MIS)

· Market operations transactions between ERCOT and QSEs are performed either through Automated Programmatic Interfaces (API) or via ERCOT’s Market information System (MIS)

· API

· Automated Programmatic Interface (API) connectivity will consist of exchanging IP addresses and verifying each QSEs API systems pass required authentication into ERCOT’s Market Management Systems. 

·  MIS

· QSEs will use their digital certificates issued by ERCOT to access the Market Management System (MMS) through the MIS

· Current QSEs will be able to use their digital certificates.

· New QSEs will need an ERCOT issued digital certificate.

6. Market Operations Functional Testing – This activity consists of assuring that QSEs are able to submit valid transactions into ERCOT’s MMS systems following Market Participant XML interface standards.  Market Operations functional testing will be performed using the latest version of the nodal Market Management System application in a Market Operations sandbox (also known as the Market Operations Test Environment (MOTE)).  This functional test may be performed in stages ahead of each EDS phase.  For example, testing for the MMS transactions related to the real time market may be done when the EDS-3 version of the MMS application is available.  Testing for the MMS transactions related to the day-ahead market will then follow when the EDS-4 version of the MMS application is migrated into the MOTE environment.    

· API

· Market operations functional tests through the API will need to be performed by all QSEs using programmatic interfaces for their transactions with ERCOT.  Qualification tests to be performed in the Market Operations Test Environment (MOTE)]

· MIS

· Market operations functional tests through the MIS will need to be performed by all QSEs using the MIS for their transactions with ERCOT.   Qualification tests to be performed in the Market Operations Test Environment (MOTE).

7. Ancillary Services

Sections 8.2.2.1 of the nodal protocols specify technical requirements, qualification criteria and test methods for the following Ancillary Services:

· Regulation Up and Down Service
· Responsive Reserve

· Non-Spinning Reserve

In the current zonal market, QSEs are qualified to provide Ancillary Services on a portfolio basis. The nodal protocols further describe Ancillary Services qualification in the nodal market as requiring the qualification of the QSE and the Resource providing the service.   Section 8.2.1.2 of the nodal protocols state the following regarding Ancillary Services qualification

· Each QSE and the Resource providing Ancillary Service must meet qualification criteria to operate satisfactorily with ERCOT.

· ERCOT shall use the Ancillary Service qualification and testing program that is approved by the ERCOT Technical Advisory Committee and included in the Operating Guides.

· Each QSE for the Resources that it represents may only provide Ancillary Services on those Resources for which it has met the qualification criteria.  

Therefore, ERCOT will need to perform qualification tests for QSEs and Resources.  Ancillary Service qualification in the nodal market will consist of two distinct phases:

· QSE system qualification - A QSEs system becomes qualified for a given Ancillary Service by completing communication installation, connectivity testing and telemetry checkout followed by successfully passing the required functional tests for a given ancillary service by showing, to ERCOT’s reasonable satisfaction, that the QSE’s system is capable of controlling Resources providing the Ancillary Services.

· Resource qualification - A Generation or Load Resource becomes qualified for a given Ancillary Service when a QSE uses that Resource in an ancillary service test and successfully completes the test.  The Resource qualification remains valid when the Resource changes QSEs provided the new QSE is qualified for the ancillary service.

All QSEs and the Load or Generation Resources they intend to use to provide Ancillary services will needs to perform Ancillary Service qualification tests before entering the nodal market. 

Further details on ERCOT’s approach to ancillary service qualification will be provided to TPTF in a separate document titled “Ancillary Services qualification for the nodal market” at a later date.  ERCOT’s Ancillary Services qualification plan will be included in the ERCOT Operating Guide for approval by the Technical Advisory Committee (TAC) as required by the nodal protocols.

8. Site Visit

QSEs are required to allow ERCOT, upon reasonable notice, to conduct a site visit to verify information provided to ERCOT regarding their operations.  ERCOT may schedule site visits for this purpose on as needed basis.

QSE qualification for Ancillary Services will be executed by ERCOT using the Early Delivery System (EDS) environments starting with EDS-3.  Ancillary Service qualification tests will be performed one QSE at a time by monitoring and recording the response of Resources from the qualifying QSE in response to test deployment instructions from ERCOT’s new nodal systems.   The successful completion of a given qualification test for an Ancillary Service results in the QSE systems and the Resource being qualified for the service.  Qualification of Resources for Ancillary Services, one Resource at a time, will require more time than what could be accommodated by the nodal program schedule.   In order to complete the large number of Resources expected to require qualification, ERCOT will execute Resource qualification tests for all Resources of each qualifying QSE simultaneously.   QSEs will be asked to identify the Resources they intend to use for each Ancillary Services as well as preferred testing dates.  The resulting list of units and schedule will be used to prepare an Ancillary Service testing schedule.  

Qualification Timeline 

Each of the qualification activities listed above may be completed during the nodal transition based on delivery schedules of systems required for qualification, availability of environments and coordination of the activities with other transition activities such as the market trials.   For example, registration of Resources and associated parameters required for Ancillary Services qualification can only be initiated once ERCOT’s current registration system has been upgraded to accommodate changes in the nodal protocols.  On the other hand, Ancillary Service qualification will need to be closely coordinated with the EDS phases since qualifications and market trials will be executed on the same environments.  While qualification is a requirement for all QSEs entering the nodal market, entry or exit criteria for EDS-3, EDS-4 may require that a number of QSEs complete certain qualification activities.  Entry and exit criteria for market trial phases will be described in separate approach documents for each EDS that will be presented to Market participants. 

ERCOT anticipates a “Qualification Freeze” period starting approximately 60 days prior to the opening of the market and ending 30 days after the go-live date.  All QSEs planning to participate in the nodal market at the go-live date must complete qualification activities  prior to the beginning of this period.  

The schedule below shows the range of dates for each qualification activity to support the go-live date for the nodal market.  The early start date shows the earliest possible date each activity can be started based on system dependencies and other pre-requisites.  The late start date shows the latest possible date each activity needs to be completed by each QSE to complete qualification at the start of the nodal market.

	Qualification Activity
	Early Start
	Late Finish*
	Comments

	Registration (Resource)
	10/1/2007
	10/1/2008
	

	Agreements
	6/1/2007
	10/1/2008
	

	Communication-System Operations)

(Real Time)
	5/1/2007
	10/1/2008
	

	Communication Market Operations 
	10/1/2007
	10/1/2008
	

	Market Operations Functional Testing (MIS)
	10/1/2007
	10/1/2008
	

	Market Operations Functional Testing (API)
	10/1/2007
	10/1/2008
	

	System Operations Functional Testing (Ancillary Services)

 
	1/1/2008
	10/1/2008
	

	Site Visit
	As needed
	
	

	
	
	
	

	* Entry and exit criteria for the market trial phases may require that a given number of QSEs complete some qualification testing steps. 


Communication plan for qualification requirements

Once this document has been approved by ERCOT and the TPTF, ERCOT will develop an accompanying Qualification Guide for use by QSEs and CRR Account Holders in making detailed plans.  The guide will contain additional detail on each qualification activity and will be tailored to delineate qualification activities QSEs at various participation levels in the market.  

A separate document detailing ERCOT’s approach to Ancillary Services qualification will also be presented to TPTF.  The final Ancillary Services qualification plan will be included in an operating guide and submitted to TAC for approval. 
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