PARWG REPORT

October 22, 2002

The ROS and WMS joint task force met at the Airport Hilton Hotel on October 17, 2002 to jointly develop a process for performing the reserve margin study in the future.  This study is to be performed by January 1, 2004.

Several of us on the ROS went into the meeting thinking that our objective was to get agreement on the assumptions that Dr. Gene Preston would need to rerun the Generation Adequacy LOLP/LOLE analysis.  We quickly learned that the WMS representatives had a very different concept for what TAC wanted.  Their position was that we should explore the development of a market-based approach to setting the reserve margin requirements.  

Apparently, Reliant presented one such methodology during a PUC workshop.  One of the conclusions from the presentation was that ERCOT would see a different mix of new generating capacity depending on whether the margin was high or low.  For example, if the margin is set high, say at 20%, then capacity would tend to become more valuable than energy and primarily peaking type generation would be installed.

From there, the meeting discussion centered on what the group thought TAC really wanted us to do.  Four possible deliverables were identified as follows:

1. Define the formula to be used to calculate the reserve margin.

2. Perform an LOLE study to determine what the percent reserve margin should be and/or use a market-based approach to set the margin.

3. List the assumptions that go with each of the above objectives.  (If only an LOLE analysis is done, list the shortcomings of these assumptions from a market perspective.)

4. Write an educational section for the report to TAC which points up the possible market response to the percent reserve requirements and which notes the items that the study did not model or could not model.

Manny Munoz will use the above to circulate a draft mission statement and collect comments.  Barry Huddleston will then take it to the November 6 TAC meeting to get approval and/or further direction on just what it is that TAC wants done.

