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DRAFT MINUTES OF THE ERCOT BOARD OF DIRECTORS MEETING

Canyon of the Eagles
Burnet, Texas

12:15 p.m.

January 15, 2002

Pursuant to notice duly given, the Meeting of the Board of Directors of the Electric Reliability Council of Texas, Inc. convened at approximately 12:40 p.m. on January 15, 2002.

The Meeting was called to order by Chair Jack Hawks who ascertained that a quorum was present. 

Meeting Attendance:
	Mike Greene
	TXU
	T&DU/IOU
	Member 

	Curtis Griffin 
	Mirant Corporation
	Sales/IND
	Member 

	Jill Hall
	(Residential Consumer)
	Consumer/Residential
	Member and Proxy for Suzi McClellan

	Jim Harder
	Garland Power & Light
	Sales/Muni
	Member 

	Jack Hawks 
	PG&E National Energy Group
	Sales/IND
	Member/Chair 

	David Itz
	Calpine
	Generator/IND
	Member

	Bob Kahn
	Austin Energy
	T&DU/Muni
	Member

	Doug Keegan
	Constellation Power Source
	Retail Sales/Ind. PM
	Member

	Milton Lee
	City Public Service 
	Generator/Muni
	Member/Vice Chair

	Kathleen Magruder
	New Power Company
	Retail Sales/Ind REP
	Member

	Bob Manning
	HEB Grocery
	Consumer/ Commercial
	Member

	Tom Noel
	ERCOT
	
	Member/CEO

	Tom Payton
	Occidental Energy Services
	Consumer/Industrial
	Member

	Vanus Priestley
	AES New Energy
	Retail Sales/Ind. REP
	Member

	Steve Schaeffer
	Reliant Energy
	Generation/IOU
	Member

	Jerry Stapp
	Big Country Electric Coop.
	Sales/Coop
	Member

	John Stauffacher
	Dynegy
	Generator/IND
	Member 

	Brian Tierney 
	AEP
	Generator/IOU
	Member

	Robert “Doc” Kelly
	Brazos Electric Power Coop.
	T&DU/Coop
	Representing Member Clifton Karnei

	Ross Phillips
	Lower Colorado River Authority
	T&DU/Coop
	Authorized Representative for Joe Beal and Proxy for Mike Troell

	Kevin Smith
	Tenaska
	Generator/IND
	Representing Member Trudy Harper

	Cherie Broadrick
	ERCOT
	
	Staff

	Bill Bojorquez
	ERCOT
	
	Staff

	Maxine Buckles
	ERCOT
	
	Staff/CFO

	Rob Connell
	ERCOT
	
	Staff

	Pamela Dautel
	ERCOT
	
	Staff

	Ken Donohoo
	ERCOT
	
	Staff

	Jim Galvin
	ERCOT
	
	Staff

	Sam Jones
	ERCOT
	
	Staff/COO

	David Kasper
	ERCOT
	
	Staff

	Roy McCoy
	ERCOT
	
	Staff

	Michelle Mellon-Werch
	ERCOT
	
	Staff

	Joel Mickey
	ERCOT
	
	Staff

	Cheryl Moseley
	ERCOT
	
	Staff

	Margaret Pemberton
	ERCOT
	
	Staff/GC & Secretary

	Mike Petterson
	ERCOT
	
	Staff

	Heather Tindall
	ERCOT
	
	Staff

	Kent Saathoff
	ERCOT
	
	Staff

	Mark Walker
	ERCOT
	
	Staff

	Ralph Weston
	ERCOT
	
	Staff

	Lynn Wyatt
	ERCOT
	
	Staff

	Barry Smith
	AEP
	
	Guest

	Mark Dreyfus
	Austin Energy
	
	Guest

	Michael McCluskey
	Austin Energy
	
	Guest

	Steve Bartley
	City Public Service
	
	Guest

	Denise Stokes
	Competitive Assets/FPL Energy
	
	Guest

	Mark Bruce
	Electric Utility Restructuring Legislative Joint Interim Oversight Committee
	
	Guest

	Kevin Gresham
	Reliant Resources
	
	Guest

	Paul Zeis
	TNMP
	
	Guest


Approval of Minutes of the December 18, 2001 Board Meeting

Mr. Hawks asked if there were any changes to the minutes of the December 18th Board Meeting minutes, he mentioned that he submitted several changes prior to the meeting and these were presented to the Board.  A few minor changes were identified.  Steve Schaeffer moved to approve the minutes as amended.  Kathleen Magruder seconded the motion.  The motion passed without objection by a voice vote.  

Approval of Minutes of the December 18, 2001 Membership Meeting

Mr. Hawks asked if there were any changes to the minutes of the December 18th Membership Meeting minutes.  There being no changes, David Itz moved to approve the Membership Meeting minutes.  Jim Harder seconded the motion.  The motion passed without objection by a voice vote.  

TAC Report

Les Barrow, Chair of TAC, reported on the following activities of the most recent TAC meeting:

(1) Protocol Revision Requests (PRRs).  The Protocol Revisions Subcommittee (PRS) met, discussed the issues, and submitted Recommendation Reports to TAC regarding the PRRs listed below.  The following PRRs were approved by TAC and recommended to the Board for final approval:

· 261PRR – Permits/Move-in/Move-out Revision Request – proposed to be effective upon implementation of Version 1.5 of Texas SET (System impact – part of Phase 3).  This PRR adds an option that places additional responsibility on the Competitive Retailers (CRs), so that the current CR knows to send a move-out date change request when the move-in date change request date is after the originally scheduled move-in date.  A new DTM Code in the 814-12 (REP) transaction will be used when ERCOT is forwarding the move-in date change to the Current CR of record. 
· 283PRR – ERCOT Read Meter Data – proposed to be effective upon implementation of PIP204 (System impact, part of Phase 2b).  This PRR would change PIP 204 to provide Market Participants data for ERCOT-populated ESI Ids through a data extract instead of through 867_03 EDI transactions and would add a requirement to provide Market Participants EPS Meter Recorder (RIDs)-level data via a data extract.  

· PRR289 – Block Load Transfers – proposed to be effective 02/01/02 (No system impact).  This PRR simplifies the manner that the ERCOT Protocols accommodate Block Load Transfers (BLT) and makes the treatment of ERCOT and Non-ERCOT loads similar.  This PRR removes the boxed text in PIP209.  TDSPs shall be responsible for tracking the instances where Block Load Transfers are used. The fifth occurrence of a BLT in any twelve-month period will require EPS metering to be installed.

· 298PRR – Revise Settlements Calendar – proposed to be effective January 21, 2002 (No significant system impact). Payments by QSEs to ERCOT shall be due by the end of a Business Day, and payments by ERCOT to QSEs shall be due by the end of the following Business Day.  All other portions of the original 298PRR, related primarily to proposed changes to the Settlement Calendar, have been remanded to PRS as PRR 308 for further consideration on an urgent timeline.

· 302PRR – BUL Capacity Payment Calculation – proposed to be effective concurrent with PIP112 (System impact – part of Phase 2b).  This PRR establishes a baseline approach for calculating the BUL capacity payment based on historical data.  The baseline would be based on a ten-day or six-day average of actual metered load.  The baseline will be adjusted to actual load in the two hours prior to notice to reflect temperature-sensitive load and to address gaming concerns.

All PRRs and supporting materials are presented on the ERCOT website, including comments submitted to ERCOT and recommendation reports from the PRS:

http://www.ercot.com/ERCOTPublicWeb/ProtocolRevisions/ProtocolRevfilesystem.asp.

John Stauffacher moved to accept PRRs 261, 283, and 289 as approved by TAC and Milton Lee seconded.  Brian Tierney disclosed that AEP has commercial operations that will be impacted by PRR289.  He believes that this PRR is in the best interests of ERCOT and places a higher burden of disclosure on AEP, therefore he would be voting on the motion. The motion carried by a voice vote without objection.
Vanus Priestly moved to accept PRR 298 as approved by TAC and Steve Schaeffer seconded.    The Directors discussed the Protocol revision.  John Stauffacher clarified that the Finance Committee discussed how to handle previous late payments in their meeting on January 14.  Maxine Buckles explained the administrative issues related to late payments.  The motion carried by a voice vote without objection.

Tom Noel moved to accept PRR 302 as approved by TAC and Vanus Priestley seconded.  Several Directors asked questions regarding this PRR.  Kevin Gresham discussed some of the issues that were raised at TAC.  Sam Jones stated that ERCOT needs this revision to replace the interruptible loads.  The motion carried by a voice vote.  Brian Tierney objected.
(2)
Consideration of Congestion Management Issues – Approval of CSC Designation Refinement, Closely Related Elements (CREs), and Boundary Generation Resources (BGRs).

Approval of CSC Designation Refinement and Closely Related Elements (CREs) and Boundary Generation Resources (BGRs).  Mr. Barrow provided background information regarding the importance of the Board’s approval of TAC’s CSC designation refinement.  At the Board’s October 16, 2001 meeting, the Board approved the Commercially Significant Constraints (CSCs), in the ERCOT transmission system and the corresponding Congestion Zones.  These determinations are key to ERCOT’s management of Zonal Congestion under the ERCOT Protocols beginning on February 15, 2002, when ERCOT will directly assign the costs of resolving Zonal Congestion.

In performing the analysis for determining available transmission capacity on the approved CSCs, it became apparent that there had been some confusion among market participants about whether the CSCs were unidirectional or bi-directional.  TAC has clarified that the CSCs were unidirectional; they are only to be considered as going in one direction (e.g., South to North).  If the constraint was commercially significant in the opposite direction, a separate CSC should be identified.

In light of this determination, TAC also voted to recognize the North to West CSC as a separate CSC (Parker to Graham 345 kV Line).  This new CSC is for limitations on transfers from the North Congestion Management Zone to the West Congestion Management Zone.  The selection of constrained transmission facilities is the same that the 2001 Board approved CSC from West to North but reflects recognition of transmission limitations in the opposite direction. 

Mr. Barrow sought Board approval of TAC’s refinements of the CSCs for 2002.

Next, Mr. Barrow stated that as part of the Protocols approved in 300PRR (approved at the December 2001 Board meeting) the Board is required to approve the designation of both the CREs and BGRs.  Closely Related Elements are transmission facilities that have similar characteristics to CSCs, and act as the CSC when the CSC facilities are out of service.  Boundary Generation Resources (BGRs) are resources in the vicinity (electrically similar shift factors), having a different impact on addressing Zonal Congestion when a CSC facility is out of service and the associated CRE is the limiting element.  The designated BGRs can be dispatched by ERCOT at variance with normal Zonal Balancing process in order to maximize the effectiveness of Zonal Deployment of Balancing Energy.  

TAC recommended the following transmission facilities as CREs:

Graham to Parker CSC

–Graham (1430) to Parker (1436) Ckt 1
–Graham (1430) to Parker (1436) Ckt 2

Temple to Sandow CSC

–Austrop (7040) to Sandow (3429) Dbl Ckts 1 & 2
–Tradinghouse (3405) to Lake Creek (3409) Ckt 1 & Tradinghouse (3405) to Temple (3414) Ckt 2
–Tradinghouse (3405) to Lake Creek (3409) Dbl Ckts 1 & 2

–Tradinghouse (3405) to Temple (3414) Ckt 1 & Lake Creek (3409) to Temple (3414) Ckt 1

–Tradinghouse (3405) to Temple (3414) Ckt 1

–Lake Creek (3409) to Temple (3414) Ckt 1

–Temple (3413) to Sandow (3429) Ckt 1

–Temple (3414) to Sandow (3429) Ckt 1

–Sandow (3429) to Austrop (7040) Ckt 1

–Sandow (3429) to Austrop (7040) Ckt 2

STP to Dow CSC

–South Texas (5915) to Dow (42500) Ckt 18
–South Texas (5915) to Dow (42500) Ckt 27

–South Texas (5915) to WA Parish (44000) Ckt 39

–Lolita (8125) to Formosa (8126) Ckt 1

TAC also recommended identifying the CREs associated with North to West constraint (Parker to Graham) to be the same as those associated with the West to North (Graham to Parker) constraint.

TAC further recommended approval of the following generation resources as BGRs:

Graham to Parker CSC
–None

Temple to Sandow CSC

–Lake Creek

–Sandow

STP – Dow CSC

–Dow

–Texas Gulf

Parker to Graham CSC

–None 
The Directors discussed the effect of BGRs and settlement issues.  The Board also discussed the shortened process by which these issues were brought to TAC.  ERCOT Staff stated that even though these issues did not go through ROS and WMS, all analyses had been done regarding the effects of these recommendations.  David Itz moved to approve refinements recommended by TAC regarding the unidirectional nature of all CSCs, the addition of a North to West CSC at the Graham to Parker line and the CREs and BGRs as recommended by TAC.  Milton Lee seconded the motion.  Brian Tierney disclosed that AEP has generation resources that are directly impacted by the vote on the BGRs; therefore, he will abstain.  The motion passed by a hand vote with 18 votes for, 4 objections and one abstention.  
(3)
Confirmation of the Representatives, Chair and Vice Chair of TAC

Next, Mr. Hawks raised the issue of the confirmation of the Representatives, the Chair and the Vice-Chair of TAC.  Kathleen Magruder moved to adopt the following resolution: 


Whereas the Members of ERCOT have elected their Representatives for TAC; and 


Whereas, such TAC Representatives have elected Les Barrow Chair and Dottie Stockstill Vice Chair; and 


Whereas, the Bylaws require that the Board of Directors confirm the Representatives, Chair and Vice Chair of TAC; 


THEREFORE, BE IT RESOLVED, that the Representatives of TAC, as listed on the attached document, and Les Barrow, Chair and Dottie Stockstill, Vice Chair are hereby confirmed the Representatives, Chair and Vice Chair, respectively, of TAC for the year 2002.  

John Stauffacher seconded and the motion passed without objection by voice vote.  

(4)
Other TAC Actions: 

(a) TAC approved Settlement Metering Operating Guides developed and submitted by WMS.

(b) TAC directed ROS to proceed with a study to determine the amount of interruptible load that can be used to meet Responsive Reserve requirements.  
(c) TAC approved the assignment of Preassigned Congestion Rights as determined by ERCOT Staff.  
(d) ERCOT will issue an RFP for a Frequency Control Study that will include scope language developed by ROS.  The study is intended to aid in determination of frequency standards for ERCOT and to justify a possible exemption from the associated NERC requirements. 
(e) PRS was directed to incorporate tracking of non-Protocol related system changes into its Procedures documentation.  Cheryl Moseley distributed a tracking list for ERCOT System Changes with Target Implementation Dates.  ERCOT is working with RMS and WMS to prioritize system changes to budget and plan accordingly.
Systems and Market Update

Sam Jones stated that the transition on January 1, 2002 went smoothly.  He informed the Board that the full retail market had opened on January 1, 2002.  ERCOT actually began processing full market switches on December 19 so that the switches could be effective beginning January 1. There is still work being done between the CRs, TDSPs and ERCOT to work out issues in the exchange of information.  Mr. Jones also informed the Board that there were system component design problems that became evident just prior to the transition to the new year, but they were corrected by ERCOT Staff.  The vendor responsible for those problems has since provided a permanent fix for those design errors.

Mr. Jones introduced Bill Bojorquez to provide a Settlements update.  Mr. Bojorquez discussed the issues that arose upon full implementation of the competitive retail market.  ERCOT is not receiving as many move-in transactions as expected.  ERCOT has had stability issues with the Portal for ESI Id look-up functions.  Minor bugs in the new TEXAS SET version 1.4 created erroneous error and approval messages.  Some TDSPs and CRs are having problems sending in changes due to their own systems.  ERCOT currently hosts a biweekly phone conference with all market participants to discuss new issues and fixes to known problems.  Mr. Jones stated that it is important to manage customers’ expectations in the new market as it requires more time to process transactions through the CR, ERCOT and the TDSP than it previously took to process only with the TDSP.  RMS discussed these issues and is working on any issues with ERCOT Staff.  

(1)
Request for Retail Systems Subcommittee

Next, the Chair recognized Vanus Priestley.  Mr. Priestly stated that he was concerned about a system problem where one REP may be paying for another REPs customers.  He feels that RMS does not discuss settlements issues.  Bill Bojorquez stated that this is a timing issue that would be eliminated with the settlements calendar revisions that were sent back to PRS by TAC.  In the meantime, Final Settlements Statements will include the corrected REP-customer relationship along with the appropriate reconciliation of the charge/payments shown in Initial Settlements.

Mr. Hawks stated that the settlements issues related to CRs should fall within the scope of RMS, which could potentially create a joint settlements task force.  Mr. Priestley emphasized that this issue needs to get resolved quickly.  Mr. Bojorquez stated that training for RMS on Thursday of this week on retail switching, move-ins and move-outs, may be able to include settlements issues by Jim Galvin; however, he would need to check on the agenda for that training. Tom Noel stated that Market Participants discussed these issues at RMS and any CR or TDSP may also call Mr. Bojorquez, Mr. Jones or Mr. Noel directly to discuss their issues.  Additionally, ERCOT, the CRs and TDSPs have a telephone conference call twice a week to discuss system issues that arise and how to handle them..  Kathleen Magruder asked that RMS consult with WMS to the extent necessary on these issues.  The consensus of the Board was to remand this issue to RMS for its discretion on how best to address issues raised by Mr. Priestly.  The issues listed in Mr. Priestly’s memorandum to the Board were not addressed.

Bob Manning asked for an update on switches.  Mr. Bojorquez gave the following statistics:  140,000 valid transactions have been submitted; 94,000 completely switched to the new REP.  Of all switches to the affiliated REPs (approx. 340,000/daily) only 600 have erred in the system.  36,000 switches are scheduled in January that do not include special meter reads. 

Finance & Audit Committee Report

Mike Greene reported that the Finance & Audit Committee met at 3:30 p.m. on January 14, 2002.  Mr. Greene welcomed Kathleen Magruder as a new member of the committee.  The Committee discussed the status of the Administrative Fee Filing at the PUCT and the Preliminary 2001 Final Audit Report.   

Financial Report

Ms. Buckles then discussed the following financial issues with the Board:
(1) Financing.  ERCOT Staff is in Stage 2 of its review of the proposals.  Ms. Buckles expects to ask the Board for approval to negotiate a contract with one of the financing entities at the next Board Meeting.  

(2)
Monthly Financials.  Ms. Buckles then presented Board Members with the preliminary figures summarizing ERCOT’s results of operations and expenditures for this year as of December 31, 2001. Ms. Buckles also provided comparisons of actual and forecasted income and budget and 2000 and 2001 Mwh variance analyses.  

Executive Session

The Board met in executive session and discussed compensation issues and potential litigation. 

The Meeting was adjourned at approximately 2:50 p.m.  The next Board Meeting will take place on February 19, 2002, at ERCOT’s offices in Austin and the following meeting will take place on Tuesday, March 19, 2002 at ERCOT’s offices in Austin.

__________________________________

Margaret Pemberton, Corporate Secretary
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