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MEMO

	Date:
	June 10, 2003

	To:
	Board of Directors

	From:
	Margaret Pemberton, General Counsel

	Subject:

	Challenges Regarding Protocol Revision Requests (PRRs) 414, 416, and 420


Issue for the ERCOT Board of Directors

	ERCOT Board of Director Meeting Date:  June 17, 2003
Agenda Item No.:  10


	Issue:
Consideration of challenges brought by Commission Staff regarding TAC action on PRRs:

· PRR 414, Sunset Date for Balancing Energy Bid Cap (and adding Ancillary Service Bid Cap) (approved by TAC, but amended from the Protocol Revision Subcommittee (PRS) recommendation);

· PRR 416, Posting of Balancing Energy Bids (PRS recommendation rejected by TAC); and

· PRR 420, Market Clearing Price of Energy (MCPE) When All Available Up Balancing Energy Service (UBES) is Deployed (Modified Competitive Solution Method) (PRS Recommendation rejected by TAC).



	Background/History:

[The Commission Staff’s written challenges to TAC’s actions on these PRRs are attached, as are supporting materials including Commission Orders and PRS Recommendation Reports.]

Docket 24770, Report of the Electric Reliability Council of Texas to the PUCT Regarding Implementation of the ERCOT Protocols, was established by the Public Utility Commission of Texas (Commission or PUCT) to receive a major report regarding the implementation of the new ERCOT operational and market structure.  Since its beginning, in October of 2001, the Docket has been a focus of activity regarding a number of market issues:  price mitigation in ERCOT Ancillary Service auctions, bid caps, pre-assigned (transmission) congestion rights (PCRs – relevant to Non-Opt-In Entities (NOIEs)), load participation issues, relaxed balanced schedules, and more.  Because this is a docketed “contested case” proceeding, the PUCT Commissioners have been constrained in their participation to formal meetings and Docket filings.  The Commission has issued a number of orders directing action by ERCOT and Market Participants.

PRR 414, Sunset Date for Balancing Energy Bid Cap (and adding Ancillary Service Bid Cap)

Protocols § 6.5.2 contains a Balancing Energy Service bid cap of $1,000/megawatt-hour (MWh) applicable to Generation Resources, which is set to expire on July 4, 2003.  In Order No. 20 in Docket No. 24770, issued on April 23, 2003, the Commission ordered that “the bid cap (for Balancing Energy) shall remain in effect beyond the originally established date of July 4, 2003.”

Previously, in Order Nos. 13 and 14 in Docket 24770, issued on August 23, 2002, the Commission ordered the following:

Effective immediately, the offer price for ancillary services provided to the ERCOT system shall not exceed $1,000/MWh for energy and $1,000/megawatt (MW) per hour for capacity.  This limitation shall apply to all resources providing ancillary services to the ERCOT system.

PRR 414, initiated by ERCOT Staff, was intended to comply with the terms and spirit of these orders.  As recommended by the PRS, this PRR would bring the Protocols into conformance with the Commission’s orders.

At its June 4, 2003, meeting, the Technical Advisory Committee (TAC) approved this PRR, after revising the sunset date for Balancing Energy bid caps by extending the sunset date to July 4, 2004, (rather than completely eliminating the sunset provision), without extending the bid cap to LAARs and BULs, and without extending the cap to all Ancillary Services.

Requested action:  Commission Staff requests the Board approve PRR 414 in the form recommended by the PRS with one modification (replacing the term “$900/MWh or greater” with “greater than $900/MWh”).

PRR 416, Posting of Balancing Energy Bids

Order No. 22 in Commission Docket No. 24770 requires, in part, that ERCOT “automatically identify all QSEs submitting BES bids of over $900 whenever MCPE exceeds $900.”  The order also directs “ERCOT to develop and adopt on an expedited basis the protocol revisions needed to implement the above-described interim measures.”

PRR 416 was proposed to implement Order No. 20.  The PRS recommended approval of the PRR with some modifications that were suggested by Commission Staff.  TAC rejected the PRS recommended version of the PRR.

Requested action:  Commission Staff requests the Board approve PRR 416 in the form recommended by the PRS.
PRR 420, Market Clearing Price of Energy (MCPE) When All Available Up Balancing Energy Service (UBES) is Deployed (Modified Competitive Solution Method
Order No. 22 in Commission Docket No. 24770 requires, in part, that ERCOT implement a price mitigation procedure whenever the entire Balancing Energy bid stack is deployed by ERCOT and there is not zonal congestion in effect.  The order also directs “ERCOT to develop and adopt on an expedited basis the protocol revisions needed to implement the above-described interim measures.”

PRR 420 was proposed by Commission Staff to implement Order No. 20.  The PRS recommended approval of the PRR with some modifications that were acceptable to Commission Staff (limiting uplift of charges over the Market Clearing Price for Energy (MCPE) to be allocated only to entities that were using Balancing Energy as a part of their energy obligations at the time the mitigation function is implemented).  TAC rejected the PRS recommendation to approve the PRR.

Requested action:  Commission Staff requests the Board approve PRR 420 in the form recommended by the PRS.



	Key Factors Influencing Issue:

The Commission orders described herein are in effect.  Disregard for such orders could result in enforcement action by the Commission against ERCOT.  The Commission has indicated that more refined final solutions of these issues are needed, which may be originated by ERCOT stakeholder processes, and may be affected by market design modifications under discussion.  Finally, the Commission is in the process of moving this activity out of the contested case mode and into other fora to allow greater participation by the Commissioners and allow more opportunity to work toward consensus among affected parties.



	Alternatives:
For each challenge brought by Commission Staff: (1) approve the PRR in the manner requested by Commission Staff;  (2) approve the PRRs with different language from that requested by Commission Staff;  (3) deny the challenge;  (4) remand the PRR to TAC with instructions.



	Conclusion/Recommendation:
ERCOT Staff recommends the Board grant the challenges and approve the PRR language as requested by Commission Staff.
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