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MEMO

	Date:
	October 14, 2003

	To:
	Board of Directors

	From:
	Trip Doggett, TNT Facilitator

	Subject:

	Congestion Rights and Day Ahead Issues – PUCT Filing


Issue for the ERCOT Board of Directors

	ERCOT Board of Director Meeting Date: October 21, 2003 

Agenda Item No.: 8b


	Issue: 

In Project No. 27678, Rulemaking Proceeding on a Day-Ahead Energy Market and Congestion Rights in the Electric Reliability Council of Texas under a Nodal Market Design, the Commission Staff requested input from ERCOT stakeholders on four questions:

1. Should ERCOT use security-constrained economic dispatch in the day-ahead energy market?

2. What types of congestion revenue rights (CRRs) should ERCOT issue?

3. Under what conditions should ERCOT derate CRRs?

4. What should be the terms and conditions of allocated (preassigned) CRRs?

5. How should the CRR auction proceeds be distributed?

These issues were discussed by the PUCT Commissioners at their September 18, 2003, Open Meeting. In that discussion, PUCT Staff make it clear that in addition to responses to these questions, the Staff expected to see “rule language” that could be used in a Commission rule-making on congestion rights and the day-ahead market. The Commission Staff indicated in a filing on September 18 that they expect a response to be filed in the rule-making Project by October 23, 2003.



	Discussion: 
The Congestion Management Concept Group and the Market Operations Concept Group of TNT have been meeting regularly over the last several weeks to develop responses to the PUCT Staff’s requests to develop language for the rule-making. This effort culminated in a meeting of the TNT on October 13, 2003, to consider final responses to the Staff’s questions and rule language.

In regards to the responses to the Staff’s questions and congestion rights rule language, the TNT was able to reach a recommendation by a 95.2% margin. This language is attached as Attachment A.

In regards to the day-ahead market, TNT was not able to reach consensus. Two distinct approaches were developed: The “Auction Model” and the “Integrated Model.” The Auction Model (Option 1) is a day-ahead energy market without congestion management settlement (defers such activity to “real time”). The Integrated Model (Option 2), by contrast, includes settlement for congestion in the day-ahead process. Neither option received the 2/3 vote necessary for TNT endorsement. Option 1 received a favorable vote of 57.8%. Option 2 received a favorable vote of 42.2%. The alternative Options are set forth in Attachment B.

TNT attempted to develop a matrix of pros and cons of each approach, but consensus could not be reached in time for the Board materials distribution. The Market Operations Concept Group will attempt to develop a list of the benefits and liabilities of each approach by Friday, October 17, for distribution to the Board.

In addition, some TNT participants advocated for some additional language for Option 2 to address dynamic scheduling. The sponsor of that proposal withdrew it, suggesting the issue be mentioned in the PUCT filing for informational purposes. TNT did not have time to vote on this issue (to include a discussion of dynamic scheduling in the PUCT filing). The proposed language is included at Attachment C.

TAC has scheduled a meeting for Friday, October 17, to address these issues and possibly develop a TAC position on them for consideration by the Board.



	Key Factors Influencing Issue: 
In order to meet the expectations of PUCT Staff and the Commissioners, ERCOT must make a filing on October 23 on the congestion management and day-ahead market issues. 



	Alternatives: 

(1) Approve the responses of TNT to Commission Staff’s questions and the “rule” language for congestion rights AND (a) approve Option 1 for the day-ahead market; (b) approve Option 2 (either with or without the dynamic scheduling information); or (c) approve the filing of both Options 1 and 2 for Commission review and consideration in the rule-making (either with or without the dynamic scheduling information on Option 2); or (2) reject the TNT recommendation and make a report of such action to the PUCT.



	Conclusion/Recommendation: 

TNT recommends filing the responses to the Commission Staff question and the congestion rights rule language. TNT supports the language as developed for Options 1 and 2 for the day-ahead market, but was unable to reach a sufficient vote to support either option.
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