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Comments

General Comments

As Market Participants consider modifying the existing protocols regarding the Replacement Reserve Service (RPRS), ERCOT is analyzing the implications of these changes to the existing zonal market design and the transition towards the nodal market design.  In particular, ERCOT is concerned about the impact these proposed changes will have on existing resources, both system and personnel.  ERCOT is also concerned about whether these RPRS modifications will achieve the expected results.

ERCOT has reviewed the two PRR proposals and understands the basic goal they try to achieve.  However, the changes to the existing settlement systems needed to implement PRR666 and PRRR667 will require significant system development and ERCOT staff commitment.

Considering the current transition from the zonal to the nodal market design, ERCOT’s human resources are increasingly being assigned to nodal work and, as such, may not be available to handle additional responsibilities to implement zonal market system changes.  As a result, if either PRR666 or PRR667 is approved, ERCOT will likely have to rely on consultants to help design and implement these changes, which will add to the incremental cost of implementation and adversely affect ERCOT’s budget.  There is also a risk that an approved PRR may not be implemented in a timely manner without stakeholder project reprioritization of a “zonal” project to draw from dedicated “nodal” system development and testing resources.  

Market Participants must give careful consideration to the proposed formulas and expected results to ensure that hurried changes do not result in unexpected outcomes.  For instance, ERCOT recalculated the Under-Scheduled charge (USRP) for Operating Day 4/18/06 utilizing PRR666 (calculation of the USRP on a system-wide basis).  The results indicate that the USRP would have decreased by approximately $800,000 or 6% from the original $13.6M.  Clearly, this does not represent a significant savings and may not warrant changes to the RPRS settlement equations.
As of the date of these comments, ERCOT has not yet performed a similar quantitative analysis for Operating Day April 18 using the equations proposed in PRR667.

Finally, due to the expedited timeline under which PRR666 and PRR667 are being processed, ERCOT notes that it did not have a lot of time to perform an extensive analysis of the impact to the settlement systems or whether the proposed equations contain any flaws.  To this end, ERCOT will continue reviewing the settlement equations and may need to provide additional comments for TAC’s consideration.
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ERCOT believes that this PRR could be implemented after some modifications to the equations and the proposed Protocol language.  ERCOT assumes that the intent of this PRR is to redesign the settlement of Replacement Reserve Service (RPRS) whereby the amount paid out to Resources awarded RPRS is exactly what ERCOT charges to Qualified Scheduling Entities (QSEs) that have under-scheduled and have an Under-Schedule Capacity quantity.  To this end, ERCOT makes the following assumptions:

· Constellation NewEnergy (Constellation) stated at the June 7, 2006 conference call that Constellation will make additional changes to the PRR before the June 8, 2006 PRS meeting.  ERCOT will review the final language before it can fully determine resource and system impact.

· In reference to the variable PCRPIZ in the calculation for Replacement Reserve Obligation for Under-Scheduled Capacity in Section 6.9.2.1.1, Replacement Reserve Under Scheduled Capacity, is PCRPIZ supposed to represent the total RPRS payment per interval per zone?  How is this allocated for the hour?  This should be fully described.
· This PRR refers to the variables MISAMTD and MISAMTR, as described in Section 6.9.8, Settlement for Mismatched Inter-QSE Energy Schedules.  We understand from our conference call that Constellation would like to keep the same mismatch logic as in the current Protocols.  ERCOT is, therefore, expecting a change to the PRR before it is considered for approval by PRS.
· In reference to Section 6.9.2.1.1(4), ERCOT also needs further clarification.  Currently ERCOT’s RPRS system can not determine the existence of the zonal congestion.  Under these circumstances, which kind of mechanism and/or criteria should be used to determine “In an operating hour where Zonal Congestion exists”?

As noted, pending further clarification by Constellation, ERCOTcannot perform a quantitative analysis comparing the results of the current Protocol calculations to those proposed in this PRR or fully determine the impact of this PRR on ERCOT’s systems and resources.  ERCOT is, therefore, not offering any language revisions to this PRR at this time.
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