
MINUTES OF THE ERCOT BOARD OF DIRECTORS MEETING

ERCOT, Met Center
Austin, Texas

10:00 a.m.

March 19, 2002

Pursuant to notice duly given, the Meeting of the Board of Directors of the Electric Reliability Council of Texas, Inc. convened at approximately 10:12 a.m. on March 19, 2002.

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

Meeting Attendance:
	Joe Beal
	Lower Colorado River Authority
	T&DU/Coop
	Member

	Mike Greene
	TXU
	T&DU/IOU
	Member

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

	Jim Harder
	Garland Power & Light
	Sales/Muni
	Member 

	Trudy Harper
	Tenaska
	Sales/IND
	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

	Clifton Karnei
	Brazos Electric Power Coop.
	T&DU/Coop
	Member

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

	Rebecca Klein
	Public Utility Commission of Texas
	PUCT-Commissioner
	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

	John Stauffacher
	Dynegy
	Generator/IOU
	Member

	Gillian Taddune
	Green Mountain Energy
	Sales/IND
	Member

	Brian Tierney 
	AEP
	Generator/IOU
	Member

	Mike Troell
	STEC
	T&DU/Coop
	Member 

	Weldon Gray
	Big Country Electric Cooperative
	Sales/Coop
	Representing Member Jerry Stapp

	Dorothea Stockstill
	Mirant
	Sales/IND
	Representing Member Curtis Griffin

	Paul Brower
	LCRA
	
	Representing Member Joe Beal after 2:00 p.m.

	Maxine Buckles
	ERCOT
	
	Staff/CFO

	Jim Galvin
	ERCOT
	
	Staff

	Larry Grimm
	ERCOT
	
	Staff

	Sam Jones
	ERCOT
	
	Staff/COO

	David Kasper
	ERCOT
	
	Staff

	Michelle Mellon-Werch
	ERCOT
	
	Staff

	Cheryl Moseley
	ERCOT
	
	Staff

	Margaret Pemberton
	ERCOT
	
	Staff/General Counsel

	Mike Petterson
	ERCOT
	
	Staff

	Kent Saathoff
	ERCOT
	
	Staff

	Heather Tindall
	ERCOT
	
	Staff

	Mark Walker
	ERCOT
	
	Staff

	Ralph Weston
	ERCOT
	
	Staff

	Michael McCluskey
	Austin Energy
	
	Guest

	Les Barrow
	City Public Service/TAC Chair
	
	Guest

	Steve Bartley
	City Public Service
	
	Guest

	Willie Gunst
	City Public Service
	
	Guest

	Denise Stokes
	Competitive Assets/FPL Energy
	
	Guest

	Clayton Greer
	Constellation Power Source
	
	Guest

	Hal Hughes
	Covington Consulting
	
	Guest

	Barry Huddleston
	Dynegy
	
	Guest

	Mark Bruce
	Electric Utility Restructuring Legislative Joint Interim Oversight Committee
	
	Guest

	Mike Cunningham
	Exelon
	
	Guest

	Jim Verna
	Exelon
	
	Guest

	Suzanne Bertin
	The New Power Company
	
	Guest

	Gwen Eklund
	Pavillion Technologies, Inc.
	
	Guest

	Robby Abarca
	PUCT
	
	Guest

	Bridget Headrick
	PUCT 
	
	Guest

	Evan Rowe
	PUCT
	
	Guest

	Eric Schubert
	PUCT
	
	Guest

	Kevin Gresham
	Reliant Resources/PRS Chair
	
	Guest

	Walt Shumate
	Shumate & Associates
	
	Guest

	Dan Madru
	Senator Troy Fraser’s Office
	
	Guest

	Jim Neeley
	TNMP
	
	Guest

	Wendell Bell
	TPPA
	
	Guest

	Mark Smith
	TXI, SMI, NOCOR Steel
	
	Guest

	Jerry Ward
	TXU
	
	Guest


Approval of Minutes of the February 19, 2002 Board Meeting

Chairman Jack Hawks asked if there were any changes to the minutes of the February 19th Board Meeting.  One minor correction was made to the attendance list.  Kathleen Magruder moved to approve the minutes as amended.  David Itz 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) TAC Actions: 

(a) NERC Compliance Program.  John Bickley, NERC Compliance, provided an update on the NERC Compliance Program to TAC.

(b) Frequency Control Study RFP.

(i)
An RFP was developed with input from ROS and ERCOT Staff and provided to vendors.  ERCOT selected a vendor and negotiated a contract.  ERCOT is waiting on return of the executed contract.  The study should begin in April and conclude in approximately three months.  Sam Jones, ERCOT’s Chief Operating Officer, stated that he has been asked to present how ERCOT manages frequency control at the upcoming NERC Operating Committee and Market Information Committee Meeting on March 22.

(ii) The Frequency Control Task Force and Performance Disturbance Compliance Working Group are working with ERCOT Compliance to develop an enforcement process for issues related to frequency control.

(c) RMS is reviewing critical issues facing retail market activities.

(d) WMS is investigating the handling of confidential information in other ISOs and RTOs and on critical issues mandated by the PUCT. 

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

· 306PRR – TCR Ownership Limitation – proposed effective date May 1, 2002 (System impact).  This PRR provides the process for complying with the 25% TCR ownership limitation.

· 307PRR – Controllable Resources – proposed effective date to be determined (System impact).  This PRR provides a definition for Loads that can provide Regulation Service.  If approved, this Protocols change will not be implemented until a system implementation plan is performed and funding authorized.  

· 309PRR – TDSP Demand Reporting – proposed effective date October 1, 2002 (No system impact).  This PRR revises the Protocols language to provide consistency with TDSP practices regarding demand value reporting for non-IDR ESI Ids, and gives TDSPs the option to leave a demand meter in place, even if it is not required for that customer.

· 313PRR – TCR Transfer Deadline – proposed effective date June 1, 2002 (System impact).  This revision specifies that a TCR may change ownership in the ERCOT TCR ownership database through the end of the adjustment period of the operating hour for which it is designated to hedge congestion costs.  This PRR originally had an implementation date recommendation of May 1, 2002, but ERCOT Staff indicated at TAC that a May 1 implementation might not be possible.  TAC approved the PRR without an implementation date.

· 314PRR – RPRS Time Unit Change – proposed effective date April 1, 2002 (no system impact).  This PRR allows unit specific Replacement Reserve bids minimum time bid values to match the Market Operator Interface (MOI) system; the language changes bid availability for Balancing Energy deployment from “hours” to “minutes.”  
· 315PRR – Cost Recovery of OOM Down – (System impact).  This PRR adds a new subsection 6.8.2.2(5) and revises subsection 6.8.2.2(4) to provide a mechanism for additional compensation if the OOME payment is not sufficient to cover the cost of providing OOM Down service (including production tax credits, tax benefits, REC, or REC Offsets).  

There are two different effective dates associated with this PRR.  The interim solution has a proposed effective date of March 20, 2002 and requires a manual process with ERCOT Staff impact.  The final system resolution for this issue is proposed to be effective concurrent with PRR247 (Ratcheting OOME payments); this final implementation will have a system impact.

· 316PRR – CR Switch Cancellation – proposed to be effective upon implementation of Version 1.5 of Texas SET (System impact).  This PRR allows a CR the ability to cancel a pending switch.  

· 319PRR – Load Ratio Share Used to Determine AS Obligation – proposed to be effective March 20, 2002 (No system impact).  This PRR reflects that the Load Ratio Share used to determine AS Obligation will be for the same hour and day of the week and from initial settlement data that is available.  This change is necessary to comport with recently approved changes to the Settlement Calendar.  
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.

The Board discussed the recommended PRRs.  Mr. Barrow was asked which PRRs were unanimously approved and which were not unanimously approved by TAC.  Tom Payton mentioned that even if PRR316 is approved, there is a gap in the event a customer is switched without prior consent (“slammed”), and that there is no way for the customer to cancel the switch.  The CRs have to be the ones to turn in the cancellation, and there is no way to force them to submit a cancellation without taking action at the PUCT.  Steve Schaffer mentioned that for PRR309, Centerpoint Reliant will not be able to comply because they report in kVA not kW.  ERCOT Staff requested an effective date of June 1, 2002 for PRR313.

Tom Payton moved to accept PRRs 306, 307, 309, 313, 314, 316, and 319 as approved by TAC, provided that PRR313 is to be effective June 1, 2002, and Jill Hall seconded.  The motion carried by a voice vote without any objections or abstentions.

Brian Tierney moved to accept PRR315 as approved by TAC and Bob Kahn seconded.  Tom Payton stated that he was opposed to PRR315 due to concerns regarding the costs to customers and lack of estimates for these costs.  He also felt that this PRR will send the wrong signals to generators and companies planning to site future generators and may provide gaming opportunities.  Jill Hall, speaking for herself and as proxy for Suzi McClellan, stated that she agreed with Mr. Payton’s comments.  She would like to see more information on the potential impact of the changes before it is approved.  Mr. Tierney stated that this PRR was intended to allow companies that utilized the production tax credits and the renewable energy credits to recuperate losses when they are instructed to OOM Down.  Mr. Tierney stated that these programs were developed to address certain public policy issues that were considered beneficial to the market and that it was contemplated that consumers would pay for these costs.  He believes that it is inequitable to prevent investors from recovering these expenses after the initial programs had contemplated otherwise.  

Mr. Payton stated that Mr. Tierney’s arguments were artificial, coming from generators claiming innocence when they took recognized business risks.  Mr. Tierney objected to Mr. Payton’s characterization of Mr. Tierney’s comments and asked that the minutes reflect that Mr. Tierney regarded such characterization as inaccurate.

John Stauffacher asked why no one was able to quantify the costs associated with this PRR. Mr. Barrow explained that until generators begin filing claims, the market will not know how much they will request.  Bob Manning acknowledged the need to support the renewable energy credit program and production tax credit programs, but wished to gather more information about the potential costs.  Trudy Harper stated that this PRR would fix a hole in the Protocols in which generators can be compensated for costs for OOM Up instructions from ERCOT, but cannot currently be compensated for OOM Down instructions from ERCOT.  The Board reviewed the actual language in the PRR.   Dottie Stockstill asked if ERCOT currently has a process to handle any claims that are submitted pursuant to these sections.  Mr. Jones replied that currently ERCOT does not have a process in place, but that it is working to develop a methodology to attempt to verify and justify valid costs for generators when claims are filed.  Mr. Jones said he believed that disputes could be appealed to the PUCT.  

Mr. Stauffacher stated that the Board should have information on how much OOME Up and Down has occurred since the market began. 

Brian Tierney amended his motion to send PRR315 back to TAC with two action items.  

1. TAC needs to gather information from generators on the costs of OOME instructions. 

2. ERCOT needs to develop a process for claims for cost recovery.  Bob Kahn accepted the amendment.  

The motion passed by a hand vote with Trudy Harper and Vanus Priestley opposed and no abstentions.  

Trudy Harper asked that in the future, the TAC Report indicate when there is a split vote at TAC.

(3) System Change Master List 

Mr. Barrow discussed the System Change Master List sent to the Board in the Board packet.  This list was prepared by PRS and approved by TAC to give the Board guidance on those system change issues that are urgent. The list sent to the Board has those system change issues identified as of March 7, 2002, although new urgent issues may arise in the future.  Many issues are interrelated to other issues that may not be at the same level of urgency.  Some items have reasonably accurate cost estimates; others do not and need further scope development to determine costs.  Several items are already in process, such as Phase 2b.  This list is intended to inform the Board of what the priorities are as determined by the subcommittees and how ERCOT and the subcommittees are proceeding.  

Tom Noel stated that ERCOT is committed to encouraging competition for future system work to find the best pricing.  However, this goal creates some difficulties in estimating the costs for budgeting because ERCOT cannot ask any one vendor to provide an estimate.  Those projects that can be completed will be incremental to ERCOT’s approved budget.  This issue will be revisited in the Finance and Audit Committee Report later in the meeting. 

Systems and Market Update

Tom Noel reported that ERCOT established a “Tiger Team” to address problems with retail mechanics.  This team is composed of representatives from each TDSP and CR, and ERCOT Staff, and is led by Shirley Whyte and Nancy Hetrick.   ERCOT is working to keep all stakeholders informed, analyze all reported issues and keep a record of issues resolved for reference.    The focus of the Tiger Team is on problem solving.  The Tiger Team has a dedicated web site and interfaces with RMS.  The group has developed a common set of metrics to discuss issues and an escalation process for resolving issues.  The Fas Trac System was designed by the Tiger Team and is a secure site to track issues with retail transactions.  Mr. Noel reported that as of March 18th, twenty-eight market participants have logged over 336 issues.  The Tiger Team found that ERCOT is receiving many duplicate transactions; meter read transactions with invalid DUNS numbers and files that were rejected due to non-compliance with ANSI or TX SET standards.  The Tiger Team also discovered that ERCOT was incorrectly mapping 814s; and was not rejecting 814.16s when the Move-In Date was omitted.  Many other issues have been identified and are being addressed by the Tiger Team.  A fix-it team is investigating ERCOT issues and initiating SIRS for confirmed system issues.  

The Tiger Team is providing transparency to the process to market participants.  The Fas Trac web site will allow verification of transactions.  The long-term goals are to make FTP logs (a report that tells market participants that ERCOT received the transaction) and Siebel extracts (the program that tracks where a transaction is at ERCOT) available to all participants online in a secure environment, thus providing a common basis for measuring market success and for troubleshooting issues.  

Governance Committee Report

Chairman Hawks then recognized John Stauffacher to report on the Governance Committee.  Mr. Stauffacher reported that the Committee met in January with approximately 35 people, representing most sectors, in attendance.  The Committee discussed the exploration of other governance structures, including an independent board.  Mr. Stauffacher stated that the general consensus of the Committee was that the current Board structure is working well, and that it is too early to evaluate or consider the effectiveness of the changes that were just made effective in December 2001.  The Committee asked Margaret Pemberton, ERCOT General Counsel, to plan a one-day panel/discussion inviting representatives from two RTO/ISOs to provide an overview of their structure and answer questions from stakeholders.  The Committee would also like to hear from ERCOT stakeholders that are familiar and active in other markets to address these governance structures from a stakeholder perspective.  The Committee also asked Ms. Pemberton to revise the definitions in the Bylaws to allow Tex-La to once again be a Corporate Member.  

Tom Noel stated that he has not yet formed an opinion on the optimal structure of the Board.  His only interest at this point is in making information available on various possibilities in order for the Board to make an informed decision.  

Finance & Audit Committee Report

Mike Greene reported that the Finance & Audit Committee met prior to the Board Meeting.  

(1) Financing High Priority System Changes.

The Committee discussed the High Priority System Changes and how to finance them.  The Committee recommends financing these capital expenditures 100% due to uncertainty and timing issues with approving an increase in the Administrative Fee.  The estimated financial impact will be $18 Million.  Clifton Karnei stated that it is prudent to use an 80/20% debt-funding ratio in normal operations, but that because this situation was unusual, the Committee felt that it is acceptable to use 100% debt financing.  Milton Lee stated that this recommendation created greater certainty for funding and that it also created a contingency for additional projects that may be identified.  Jim Harder mentioned that the Committee was unanimous in making this recommendation.  Mr. Green feels that this recommendation put pressure on ERCOT management to manage projects and select the highest priority projects.  The Committee requested monthly updates on the status of system projects.  

David Itz asked if the Committee had discussed the effect of this 100% debt financing of capital projects on our financing.  Maxine Buckles, ERCOT’s Chief Financial Officer, responded that the financial community is comfortable with ERCOT's targeted 80% debt and 20% revenue funding of capital expenditures. ERCOT will need to maintain this target debt/revenue funding mix, as it shows that ERCOT is maintaining a level of market-participant investment into ERCOT.  ERCOT’s debt vs. equity split as of December 31st was approximately 70 / 30, which provides some leeway to apply a 100% debt funding to the incremental projects without risk of exceeding the current 80 /20% debt-funding target.

Mike Green moved to approve the following two motions recommended by the Finance and Audit Committee:

1. 
Motion to approve the high priority system change projects recommended by TAC for inclusion in the 2002 ERCOT Capital Budget.  The Finance and Audit Committee recommends Board approval for the high priority system change projects recommended by TAC.  The 2002 ERCOT Capital Budget is hereby amended by adding $18,125,000.

2.
Motion to approve utilizing funds from the long-term financing (pending implementation) to fund the high priority system change projects approved by the Board.  The Finance and Audit Committee recommends Board approval of 100% debt financing of the high priority system change projects approved by the Board.  The Board recognizes that this action is in response to an unanticipated mid-cycle review of unbudgeted capital needs and 100% debt financing is not to be considered precedential with respect to future capital needs and the Board’s financing policy.

Milton Lee seconded the motion.  

Jill Hall stated that she would like every effort made to reduce costs and she asked what the PUCT’s position is regarding the system changes planned.  Eric Schubert of the PUCT’s Market Oversight Division stated that the PUCT understands that some items on the system change list, such as uninstructed deviation, may not be implemented until 2003, but the work needs to begin in 2002. 

Maxine Buckles clarified that these High Priority System Change Projects did not appear suddenly or without warning; some were in the preliminary stages of review and analysis at the subcommittee level.  However, when the budget was being developed, these projects were not defined or well scoped and, as decided by ERCOT management and the Board, the budget did not include undefined projects.  

Dottie Stockstill stated her concern that many of these projects are still in the process of being scoped and that sometimes the best fix is not the least costly.  Ms. Stockstill stated that there is also a cost to not make these fixes.  Doug Keegan stated that he is uncomfortable supporting these motions without good cost estimates for the projects.  He will not support the motions.  Some Board members wanted to know if these issues would cycle back through the Board before they are implemented.  Chairman Hawks stated that unless the Board approves the system changes, they will not be done.  Most of the system changes will go through TAC first.  The Board acknowledged that this change to the 2002 capital budget was a one-time fix and that it would take these debt-service costs into consideration in the budget and administrative fee development process for next year. 

Mr. Stauffacher requested that the motions be amended to remove the word “the” each time it appears before the term “high priority system change projects” in order to encompass future approved projects.  Mr. Greene and Mr. Lee accepted this amendment to the motions.

The first motion was approved by a unanimous voice vote.  The second motion was approved by a voice vote with Jill Hall voting for the motion on her behalf but abstaining as proxy for Suzi McClellan.

Ms. Magruder asked that TAC estimate a dollar amount on all future recommendations and state whether the costs are already budgeted or will be new dollars.  

(2) PricewaterhouseCoopers Operational Audit

Next, Mike Greene stated that ERCOT underwent an operational audit by PricewaterhouseCoopers (“PwC”).  The audit focused on control room functions; comparing actual practice to the Operating Procedures.  Ms. Buckles introduced Tim Cherry of PricewaterhouseCoopers who was the audit engagement manager.  Mr. Cherry made a presentation explaining the audit and its findings.  The audit is required by the Protocols.  The scope of the audit encompassed Day-Ahead Processes, preparation for Real-Time Operations and Real-Time Operations.  SAS 70, an audit of ERCOT’s settlements, was not in the scope and will be done separately.  The auditors spent approximately 250 hours observing operators at all shifts.  The significant findings were described and listed and have been reported to ERCOT management.  While the auditors found deviations in practice from operating procedures, many were due to the operating procedures being out of date.  The auditors felt that the processes being followed were, in most instances, better than the operating procedures. PwC made eight recommendations to improve the deviations and expects that next year’s audit findings will be greatly improved.

Mike Greene stated that he would like to get periodic updates on management’s progress regarding the auditor’s recommendations and not wait until the next audit.  A Board Member requested an explanation of the SAS 70 audit.  Jim Galvin, Settlements and Billing Manager, explained that this audit is a review of the policies, procedures and controls in place to ensure that financial information is being handled properly.

Management Response to Operational Audit  

Mr. Jones explained that the priority rules for ERCOT are the Protocols.  The operating procedures are internal processes that ERCOT Staff follows in its operations.  Many of the operating procedures are out-of-date, often because they were written prior to the system delivery or completion of the Protocols.  The frequency control is reliable.  ERCOT has been able to recover from disturbances quicker, and time corrections are occurring less than half as much as prior to when ERCOT took control of grid operations.  Mr. Jones then introduced Kent Saathoff, ERCOT’s Director of Technical Operations.  He explained that the staffs operating procedures were developed with the help of an outside consultant with expertise in developing operating procedures. The operating procedures were developed in late 2000-early 2001, before the start of single control area/point of control operations.  The guides are intended to serve as detailed instruction manuals for operators and to provide transparency to market participants on ERCOT’s operating practices.  They are intended to comport with the ERCOT Protocols, as well as on the design of the operating system.  As ERCOT began system operations, it was determined that many of the operating procedures were neither compatible with the final system nor the best practices.  This applied to 19 of 28 non-compliant activities.  For 10 of the 28 non-compliant activities, the systems are not yet fully functional as contemplated by the guides.  

In response to the audit, ERCOT is working to revise the operating procedures to comply with the best practices based on experience within the bounds of the current system capabilities and ERCOT Protocols.  ERCOT expects to revise the Procedures by April 1, 2002 and will perform ongoing review and updates of the guides.  ERCOT management is focusing on ongoing training of operators with a focus on areas where procedures were not followed appropriately or consistently.  Finally, management is pursuing the development of needed system capabilities, such as operator access to operating information and the Simultaneous Feasibility Test, which are expected to be implemented by June of 2002.  

Discussion of Local Congestion

Mr. Jones announced that the market reached the $20 million local congestion threshold on March 5th.  Jerry Ward, Chair of the Congestion Management Working Group, stated that he is aware that some market participants contest the claim that the threshold has been met.  He explained that local congestion is calculated by adding OOME Up and Down and OMMC, and there is some concern that OOMC should not be local congestion.   It was decided that OOME and OOMC did belong in local congestion and that the threshold had been met.

David Itz asked where local congestion is occurring.  Mr. Saathoff distributed a handout that listed all of the areas where OOMC or OOME had occurred, the number of occurrences per constraint and the reason ERCOT identified as the cause for the congestion.  There were approximately 9 areas where OOMC had occurred and over 15 constraints that required OOME. 

Barry Huddleston stated that the CMWG is working on the direct assignment of intrazonal congestion.  There is a specific PUCT order requiring direct assignment of local congestion costs once the market reaches the $20 million threshold; however, the working group is struggling with the commercial parameters that are not in the order.  The group has been trying to create zones similar to Commercially Significant Constraints (CSCs) to be used for interzonal congestion, but some congestion will not fit into the zones.  Mr. Schubert stated that the PUCT expects there will be direct assignment of local congestion within 6 months of the trigger date unless it is combined with greater system changes, such as binding resource plans, that will help ERCOT work more efficiently but may take slightly longer to develop. 

Mr. Huddleston stated that if the trigger date is March 5th, the six months date for direct assignment is this September.  This causes problems because the annual TCRs for 2002 have been sold.  In addition, the CMWG will be working to choose CSCs and Boundary Generation Resources for 2003 for approval by TAC and the Board in early fall so that annual TCRs for 2003 can be sold in November of this year.  

Mr. Jones mentioned that ERCOT is delaying the implementation of PRR301 due to the strain this PRR places on the system for running batches.  This PRR increases the runtime of batch settlements and it is hard to get them done in a 24 hour period.  Therefore, ERCOT is waiting until it has improved the efficiency of the system through some performance enhancements and expects to implement this PRR May 1 instead of April 1.  

Clifton Karnei asked what UFE is running on a daily basis.  This information is posted daily on the ERCOT web site at

http://www.ercot.com/ercotPublicWeb/PublicMarketInformation/FileSystem.cfm?SubDir=mos/Unaccounted_For_Energy&Title=Unaccounted%20For%20Energy.  Mr. Galvin reported that it is currently between 1-3%.  

Chairman Hawks stated that ERCOT Staff consider an informational filing on local congestion and perhaps request an extension for direct assignment of local congestion, if more time is needed.  

Financial Report

Ms. Buckles mentioned that the regular annual financial audit is ongoing and she expects to report the findings to the Board next month.  Ms. Buckles presented the preliminary figures summarizing ERCOT’s results of operations and expenditures for the current year, as of February 28, 2002.  Ms. Buckles also provided comparisons of actual and forecasted income and budget, and 2001 and 2002 MWh variance analyses.  

Executive Session

The Board met in Executive Session to discuss compensation and personnel issues regarding performance goals in 2002 for ERCOT senior management, as well as the litigation surrounding the administrative fee case at the PUCT.  

The Meeting was adjourned at approximately 4:10 p.m.  The next Board Meeting will take place on Tuesday, April 16, 2002, at the Airport Hilton in Austin, and the May Board meeting will take place on Tuesday, May 21, 2002 at ERCOT’s offices in Austin.

__________________________________

Margaret Pemberton, Corporate Secretary
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