Public Utility Commission of Texas

Memorandum


TO:

Chairman Pat Wood



Commissioner Brett Perlman

FROM:
Eric S. Schubert, Market Oversight Division

DATE:

May 7, 2001

RE:
Docket 23774, Implementation of the Capacity Auction Rule, Update and Request for Action

During the months of April and May 2001, Staff has been collaborating with two stakeholder working groups to implement PUC SUBST. R.   25.381, Capacity Auctions.  These groups have included potential buyers and sellers of capacity auction products in ERCOT and the Texas portions of the Southwest Power Pool (SPP).  The two working groups have accomplished the following:

1.
Created a standard form agreement for the purchase and sale of capacity auction products in ERCOT and the SPP, 

2.
Provided more detail about the scheduling and characteristics of the four capacity auction products listed in PUC SUBST. R.   25.381 so buyers may use these products to provide ancillary services, and

3.
Developed procedures and methodologies for capacity auctions that will take place in 2001 and 2002.

At the request of the working groups, Staff is filing the work product of these efforts on May 8, 2001 for formal review by the Commission.  Because of the importance of the capacity auctions, Staff has converted the Project 23774, Implementation of the Capacity Auction Rule into a docket with a final order to resolve remaining areas of stakeholder disagreement.  Because the implementation has become a docket, parties to the case may request a hearing on the merits.  A pre-hearing conference has been scheduled for May 22, 2001.

Staff requests the following actions at the open meeting tomorrow:

1. Confirm that you will be available for a hearing in late June if one of the parties to the case requests a hearing.  If the hearing is short, Staff hopes that an hour or two of the scheduled June 28 Open Meeting will be sufficient to address outstanding issues and concerns.

2.
Direct Staff to review the results of the first capacity auction (to be completed by September 1, 2001) and authorize Staff to initiate a rulemaking procedure, if needed, to revise PUC SUBST. R.   25.381 to implement any needed improvements in capacity auction products or procedures, per PUC SUBST. R.   25.381(j).  This rulemaking will be concluded in a timely fashion so that the sellers of capacity auction products can adjust their offerings prior to the second auction scheduled in March 2002.

