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MEMO

	Date:
	May 11, 2004

	To:
	Board of Directors

	From:
	Trip Doggett, TNT Independent Facilitator

	Subject:

	Approval of Texas Nodal Design Elements


Issue for the ERCOT Board of Directors

	ERCOT Board of Director Meeting Date:   May 18, 2004 

Agenda Item No.:  5b


	Issue: 
The Texas Nodal Team (TNT) process approved by the Board at its August 2003 meeting requires Board approval the market design for Texas Nodal market design. ERCOT requires approval of the market design in order to proceed with the Texas Nodal Protocols drafting and cost benefit analysis. On May 18, 2004, I bring the following design elements for your approval:

· Transmission Planning

· Fidelity Requirements for Transmission Planning Models

· Load Participation

· Emergency Operations

· Performance Monitoring

· System Migration Principles

I also bring additional language for the following topics in design elements previously approved by the Board:

· RMR in Day Ahead Energy Market – Enhanced Hybrid (E-HDAM)

· RMR in Day-Ahead Reliability Unit Commitment (RUC)
· 25% Adder Provision in Day-Ahead RUC
· RMR in Hour-Ahead RUC

· Congestion Management Concepts
· Telemetry Addendum to Fidelity Requirements for Transmission Operations

A summary of the design elements is set forth in Attachment A. The full “white papers” approved by TNT for each design element can be found at http://www.ercot.com/TNT/default.cfm?func=browsebygroup under the heading “Approved by TNT pending Board approval”.



	Background:

TNT members have made great progress in meeting the PUCT mandate for ERCOT to develop a revised wholesale market design, in accordance with PUCT Subst. R. 25.501, Wholesale Market Design in the Electric Reliability Council of Texas. As part of the TNT process, the full TNT group has approved, for Board consideration, the Texas Nodal design elements needed for the market design effort in the form of “white papers.” In November 2004, ERCOT must file (1) proposed Protocols for the implementation of Texas Nodal, (2) a cost benefit analysis of the proposed design and (3) alternative market design comparisons.  ERCOT expects to request final Board approval of the Texas Nodal Protocols at the October 2004 Board meeting. Full implementation of the new market design is scheduled for October 2006.  

In order to meet the Rule’s schedule requirements for Protocols development and the cost benefit analysis, the Board approved most design elements for Texas Nodal at the Board’s March and April 2004 meetings.  

The Board approved the following five elements of the Texas Nodal market design at its March 16 meeting: (1) unchanged ERCOT market components, (2) ancillary services, (3) Congestion Management Concept Group (CMCG) concept document, (4) load zones, and (5) dynamic ratings.

The Board approved the following eleven elements of the Texas Nodal market design at its April 20 meeting: (1) Day Ahead Energy Market – Enhanced Hybrid (E-HDAM), (2) Day-Ahead Reliability Unit Commitment (RUC), (3) Hour-Ahead RUC, (4) Load Forecast Applications, (5) Scheduling, (6) Bidding, (7) Real Time Operations, (8) Intermittent Renewable Resources, (9) DC Ties, (10) Network Security Analysis, and (11) Transmission Operations.
The design elements for approval on May 20 should represent TNT’s final group of white papers including the additional language for previously approved design elements, as described above.  We expect all draft Protocols to be based on the design elements described in white papers approved by May 20.  We expect any future changes to be approved as part of the Protocol approval process. 


	Action Requested:
Board approval of the design elements listed above (Issue) as part of the Texas Nodal market design.



	Alternatives:
(1) Approve the TNT design element recommendations as presented or as modified by the Board; (2) remand to ERCOT and TNT with instructions.



	Conclusion/Recommendation:
The Texas Nodal Team, TNT Independent Facilitator, and ERCOT Staff recommend the Board approve the Texas Nodal wholesale market design elements presented herein.
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