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	Date:
	July 8, 2003

	To:
	Board of Directors

	From:
	Ray Giuliani

	Subject:

	Market Design Process


Issue for the ERCOT Board of Directors

	Meeting Date: 
	July 15, 2003

	Agenda Item No.:
	10


Issue

Establishing the process for developing a new market design.
Background/History

The Public Utility Commission of Texas is expected to adopt new rules that will require ERCOT to complete a market design process that would make significant changes to the ERCOT market model: day-ahead energy market, energy trading hubs, nodal energy prices for Resources, zonal prices for Loads, and more.  See Commission Project No. 26376, Rulemaking on Wholesale Market Design Issues in ERCOT. For the initial phases of implementation, the new rule is expected to require ERCOT to (1) complete a conceptual and detailed design process by April of 2004 and (2) submit proposed Protocols to implement the market design changes (for Commission approval) and a cost benefit analysis by October of 2004.  The Commission is expected to approve the final rule at its August 7, 2003, Open Meeting.  [Full implementation of the new market design is expected to be required in October of 2006.]

In order to meet these compliance dates, ERCOT Staff have developed a proposed process that is designed to meet the Commission’s requirements and to timely comply with the rule’s expected timelines. This process is described in Attachment A.  TAC has developed an alternative process on market design, described in Attachment B.
Key Factors Influencing Issue

The Board must establish a clear mandate and process for timely compliance with the Commission’s new rule while incorporating the full participation of the Market Participants.  ERCOT Staff and TAC have developed alternatives for this process.
Alternatives

(1) Approve the recommended process, as presented by ERCOT staff or TAC, or as modified by the Board; or (2) Approve an alternative process that can achieve the requirements of the Commission.

Conclusion/Recommendation

ERCOT Staff recommends the Board approve the process described in Attachment A.
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