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THE TEXAS CONNECTION




MEMO

	Date:
	March 9, 2004

	To:
	Board of Directors

	From:
	Trip Doggett, TNT Independent Facilitator

	Subject:

	Day-Ahead Energy Market Design – Refinement to Auction Model


Issue for the ERCOT Board of Directors

	ERCOT Board of Director Meeting Date: March 16, 2004 

Agenda Item No.: 4b


	Issue: 

Feedback from the Board regarding TNT’s modification of Board direction regarding the day-ahead market design.



	Background: 
In PUCT 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 requested input from ERCOT on a variety of issues, including the principles for a day-ahead energy market. In response to that issue, at its October 21, 2003, meeting the Board approved a resolution recommending an “Auction Model” approach to the day-ahead market while expressing

a commitment to continue to examine concepts that may lead to a hybrid model that includes the best aspects of both the Auction Model and Integrated Day-Ahead Model as developed by TNT.

In addition, the Board resolution directed that

TNT report back to the Board any refinements made to the Auction Model.

ERCOT made a filing in Project 27678 indicating the Board’s resolution and the direction of TNT on this issue in October 2003.

Since that time, TNT has continued to work on the day-ahead market issues. At its March 3, 2004, meeting, the TNT adopted the following resolution:

WHEREAS PUC Substantive Rule 25.501 (c) requires that “ERCOT shall operate a voluntary day-ahead energy market, either directly or through contract;” and

WHEREAS the Market Operations Concept Group has considered the Integrated, Auction, Hybrid and Enhanced Hybrid Day-Ahead market models;

BE IT RESOLVED

THAT the Market Operations Concept Group [and TNT] recommend[s] that the Texas Nodal Team adopt the following principle related to the ERCOT Day-Ahead market:

A day-ahead market shall be established in ERCOT through the implementation of the Auction Day-Ahead model as soon as practicable but not later than March 2005 and the implementation of a day-ahead market that includes the settlement of CRRs in both real-time and day-ahead timeframes, and is substantially similar to the currently proposed Enhanced Hybrid Day-Ahead model no later than 12 months following the implementation of the real-time nodal market.

To the extent that the Commission believes the rule should be amended, the following language is recommended as a substitute for Substantive Rule 25.501(c):

Day-ahead energy market.  ERCOT shall operate a voluntary day-ahead energy market, either directly or through contract. At the opening of the Texas Nodal market, the day-ahead energy market shall include an energy bid/offer market that is cleared by the market operator. No later than 12 months following the implementation of the real-time nodal market, an enhanced day-ahead market that includes the settlement of CRRs in both real-time and day-ahead timeframes, and is substantially similar to the currently proposed Enhanced Hybrid Day-Ahead model shall be implemented.
In essence, the TNT has determined to begin with an auction day-ahead energy market as soon as practicable and ultimately transition to an enhanced hybrid day-ahead market (EHDAM) no later than 12 months following full Texas Nodal implementation. The EHDAM model will be more fully discussed at the Board’s April 20, 2004, meeting regarding consideration of the day-ahead market design element of Texas Nodal.



	Requested Action: 

In keeping the direction of the Board on the day-ahead market issue, the TNT Independent Facilitator requests the Board express its direction to TNT regarding the resolution above.



	Alternatives: 

(1) Approve the refinements in the direction of Texas Nodal in regards to the day-ahead market indicated in the TNT resolution as presented or modified by the Board; (2) reject the refinements to the TNT day-ahead market design; or (3) otherwise express Board direction to the TNT regarding TNT’s current approach to the day-ahead market design.



	Conclusion/Recommendation: 

The TNT Independent Facilitator requests the Board provide direction, in the manner described above, on the Texas Nodal day-ahead market design, which may include a vote by the Board. The Facilitator and ERCOT Staff have no objection to the preferred direction of the TNT.




� As with any project development, the goals of the TNT resolution will depend on development of appropriate Protocol revisions and the availability of resources for successful completion.
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