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MEMO

	Date:
	September 14, 2004

	To:
	Board of Directors

	From:
	Trip Doggett, TNT Independent Facilitator

	Subject:

	Delay in Recommendation on Competitive Test


Issue for the ERCOT Board of Directors

	ERCOT Board of Director Meeting Date:   September 21, 2004 

Agenda Item No.: 9a


	Issue: 
Approval to delay TNT providing its recommendation to the Board regarding the feasibility of the Competitive Test, as set forth in the TNT Market Mitigation White Paper.



	Background/History: 
The Market Mitigation White Paper, approved by the Board on May 18, 2004, requires a committee assigned by the Board to develop a recommendation regarding feasibility of the proposed Competitive Test.  The full White Paper can be viewed at http://www.ercot.com/TNT/default.cfm?func=documents&intGroupId=45.

At its July 20, 2004, meeting, the Board designated the Market Mitigation Work Group under the auspices of TNT to develop this recommendation.  

The timeline for developing the Texas Nodal Protocols has been extended to accommodate input from economic experts. This input will culminate in a two-day workshop on September 16 and 17.  In addition, the PUCT has proposed amendments to the Commission Rule governing the Texas Nodal development process to extend the review period for the Texas Nodal design to the summer of 2005 (PUCT Project 30160).  

At its September 8 general meeting, TNT discussed this issue. The unopposed consensus of the TNT was to seek Board approval for postponing the deadline for finalizing the recommendation regarding the Competitive Test until December 1, 2004.

ERCOT filed the Market Mitigation White Paper with the PUCT as part of the Commission rulemaking on Pricing Safeguards for ERCOT Operated Wholesale Markets (PUCT Project 27917).  If the Board takes the requested action, ERCOT will make a supplemental filing to clarify the timeline for the feasibility recommendation on the Competitive Test.  



	Key Factors Influencing Issue: 
The timeline for consideration of the Texas Nodal market design has been extended to consider important economic input. The delay in providing the recommendation on feasibility of the Competitive Test does not appear to cause any problems for the overall TNT process, and will likely enhance the quality of the review. No member of TNT has offered any objection to the delay.



	Alternatives: 
(1) Approve a delay to December 1, 2004, for TNT to make a recommendation to the Board regarding the feasibility of the Competitive Test; (2) reject the request to delay; or (3) remand to TNT with instructions.



	Conclusion/Recommendation: 
TNT and ERCOT Staff recommend Board approval to delay TNT’s recommendation to the Board regarding feasibility of the Competitive Test until December 1, 2004.
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