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I.  Statement of the Issue
          The purpose of this memorandum is to express PUCT Staff’s concern regarding proposed modifications to two Protocol Revision Requests (“PRRs”) currently pending at ERCOT.  Both PRRs as initially submitted by ERCOT Staff would have a significant positive impact on ERCOT’s ability to maintain system reliability, by strengthening ERCOT’s authority in the specific areas of RMR service and generation outage approval.
II.
PRR 452



  Under current Protocols, Resource Owners are not required to provide any notice to ERCOT before shutting down or mothballing a generating unit for business purposes.  If ERCOT determines that it needs to have a particular unit, which would otherwise shutdown, to be available for system reliability purposes, ERCOT’s only option is an RMR agreement with the Resource Owner to keep the unit available for dispatch.  However, this is contingent upon the Owner both providing notice of its intent to shutdown and requesting an RMR agreement, which he is currently not obligated to do.  PUCT Staff believes that ERCOT’s inability to assure itself of sufficient system support creates an unacceptable risk to system reliability.


ERCOT Staff proposed PRR 452 concerning notice of extended shutdowns to address this current inadequacy in the Protocols.  PRR 452 addresses the notice and unit availability problems by requiring that a Resource Owner not suspend operation of a Generation Resource for a period greater than 180 days without notice to and approval of ERCOT.  The PRR provides that the Resource Owner shall enter into good faith negotiations with ERCOT for an RMR agreement.  It also provides that during those negotiations the Generation Resource must be available for out of merit (OOM) Dispatch Instructions.  



     At the ERCOT Protocol Revision Subcommittee (PRS) meeting on September 25, 2003, PRS amended PRR 452 to provide that if good faith negotiations for an RMR agreement are not completed within 30 days, the Generation Resource can be shut down.   The amendment made by PRS would place ERCOT largely back to where it was without PRR 452 – with no certainty as to the availability of RMR services if a Resource Owner wants to take a Generation Resource out of service.  PRR 452, as amended by PRS, is scheduled for consideration at your November 6, 2003 meeting.


Commission Staff strongly believes that PRR 452 should be approved by TAC and the ERCOT Board, without modifications that are unsatisfactory to ERCOT Staff, for ERCOT to attain sufficient control over system reliability.  Accordingly, the PRS subcommittee’s recommended revision to PRR 452 should be rejected by the TAC Committee as reflected in ERCOT’s latest comments dated October 29, 2003.

III. PRR 425


    ERCOT must continuously analyze the ERCOT power grid in order to plan for managing congestion and ensuring secure grid operation.  Transmission and generation outages are a major input to this planning.  Although ERCOT can deny a planned transmission outage that would affect reliability, it does not have similar authority to deny generation outages.  Nevertheless, ERCOT must attempt to coordinate transmission and generation outages in order to minimize impact on the system.  Under current ERCOT Protocols, Resource Owners are required to keep ERCOT apprised of their generation outage plans, but these plans are not binding. Last minute changes in generation outage schedules often negate the results of ERCOT’s planning and coordination, and can result in significant uplifted OOM charges and/or operation under insecure conditions.  


     The adoption of PRR 425, concerning unit outage coordination, would further improve ERCOT’s ability to assure system reliability.  As proposed, PRR 425 would give ERCOT the ability to deny a planned resource outage if it was scheduled (or rescheduled) within 30 days of the start date and the outage would result in ERCOT’s inability to maintain reliability.
  This PRR is currently under review by a PRS task force where proposed modifications would reduce ERCOT’s window from 30 days to eight days and provide OOM compensation to any Resource whose outage is rejected by ERCOT.  The eight-day window may be an acceptable compromise to ERCOT staff, but Commission staff is very concerned that the addition of a compensation mechanism for those rare circumstances in which a planned outage may be denied would result in significant opportunities for gaming and weaken the chances for approval of this PRR.  Commission staff will continue to work within the PRR process to address its concerns, but we encourage TAC not to support any final language in PRR 425 that would harm system reliability or create wrong incentives.



     In conclusion, TAC should reject PRS subcommittee’s recommended revision to PRR 452.  MOD will work within the PRR process to address concerns raised regarding PRR 425.  However, MOD urges TAC not to approve language in either PRR 452 or PRR 425 that does not support system reliability or creates undesirable incentives that have the potential to invite gaming.    
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� ERCOT could reject a Planned Outage if it would affect reliability, but ERCOT could not reject a Maintenance Outage or Forced Outage under any circumstances.
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