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MEMO

	Date:
	December 9, 2003

	To:
	Board of Directors

	From:
	Bill Bojorquez, Sam Jones

	Subject:

	RMR Exit Strategy – B. M. Davis Generating Unit No. 1 


Issue for the ERCOT Board of Directors

	ERCOT Board of Director Meeting Date: December 16, 2003
Agenda Item No.: 6b


	Issue:
Approval of the RMR Exit Strategy for B. M. Davis Unit No. 1 generating unit as described in Attachments A-1 and A-2. 



	Background/History: 
Earlier this year, the ERCOT Board of Directors approved a revision to the ERCOT Protocols requiring ERCOT staff to investigate possible alternatives to RMR contracts.  Section 6.5.9.1 of the ERCOT Protocol language states in part:

No later than 90 days following the execution of an RMR Agreement, ERCOT shall report to the Board and post on the MIS a list of feasible alternatives that may, at a future time, be more cost-effective than the continued renewal of the existing RMR Agreement. Through the normal ERCOT System planning process, ERCOT shall develop a list of potential alternatives to the service provided by the RMR Unit.

ERCOT Staff has been working to carry out these requirements. Transmission improvements have been identified and are included in this report. Due to the nature of the RMR needs related to the B. M. Davis Unit No. 1, and lack of Protocols provisions for some alternatives (such as contracting with new generators to relieve the RMR units), solutions outside of transmission system improvements were not found to be feasible.  

The following summarizes the stakeholder process that was a part of ERCOT’s review of the alternatives considered for this Exit Strategy:

· September 15, ERCOT hosted stakeholder meeting in Austin to review short-term RMR alternatives

· September 22, Stakeholders submitted comments to the short-term alternatives

· September 30, ERCOT issued a draft recommendation on RMR short-term exit strategies

· October 9, TAC voted in support of exit strategies for Fort Phantom and La Palma

· October 12, Board voted in support of exit strategies for Fort Phantom and La Palma

· October 10, Second stakeholder meeting:

· Long-term alternatives for the Valley and Laredo and 

· Short-term alternatives for Corpus Christi

· November 21, ERCOT issued a revised draft exit strategy recommendation for B.M. Davis

· November 26, Stakeholder comments on B.M. Davis exit strategy

· December 4, TAC review and approval

ERCOT endeavors to achieve a coordinated transmission planning process through the regional planning efforts. This process ensures that the ERCOT and NERC planning standards are met, that the proposed project addresses TDSP planning criteria requirements, and that all areas of concern are addressed with the good of the overall region in mind. 



	Key Factors Influencing Issue: 
· RMR costs

· Maintaining Reliability

· Transmission additions



	Alternatives:  

· Approve the Phase 1 and 2 RMR Exit Strategy for B. M. Davis Unit 1;

· Maintain RMR Service from B. M. Davis Unit 1; or

· Remand to ERCOT Staff with instructions.



	Conclusion/Recommendation: 
ERCOT Staff recommends that the Board approve the Phase 1 and 2 RMR Exit Strategy for B. M. Davis Unit No. 1 RMR service, as identified in Attachments A-1 and A-2.
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