MINUTES OF THE ERCOT BOARD OF DIRECTORS MEETING

ERCOT, Airport Hilton
Austin, Texas

10:00 a.m.

April 16, 2002

Pursuant to notice duly given, the Meeting of the Board of Directors of the Electric Reliability Council of Texas, Inc. convened at approximately 10:10 a.m. on April 16, 2002.

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

Chairman Hawks gave the floor to Sam Jones, COO of ERCOT, to make some announcements.  Mr. Jones stated that ERCOT has created security badges for all of the Board Members.  Each member should bring it to attend meetings at the Met Center building.  This pass will allow access past security and into certain areas of the building.  Next, Mr. Jones introduced Cheryl Yager, the newly hired Treasurer, and welcomed her to ERCOT.

Chairman Hawks acknowledged a letter from Representative Steve Wolens, Joint Chair of the Electric Utility Restructuring Legislative Oversight Committee, to Representative Chisum and the House of Representatives dated March 18, 2002, regarding the status of electric power deregulation in Texas.  He noted the high level of understanding exhibited in the letter, as well as the accuracy in the points made. Copies of the letter were distributed during the meeting.
Approval of Minutes of the February 19, 2002 Board Meeting

Chairman Jack Hawks asked if there were any changes to the minutes of the March 19th Board Meeting.  There were no comments.  Kathleen Magruder moved to approve the minutes.  David Itz seconded the motion.  The motion passed without objection or abstention 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).  

(a) 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:

· 287PRR – Responsibility Transfer (previously “Dynamic Scheduling”) – proposed effective date June 1, 2002 (System impact).  This PRR clarifies that the dynamic scheduling of resources between QSEs is to be allowed, and clarifies the details of responsibility transfers necessary to conform to ERCOT systems capability.

· 311PRR – DLC to BUL Transition – proposed to be effective commensurate with the implementation of Direct Load Control (System impact).  This change will permit smaller energy consumers (those under 1 MW) an opportunity to participate as a BUL, without the need to install IDRs on the entire population of load control program participants.  This change also provides what is believed to be a more reasonable baseline for the calculation of the BUL resource provided by smaller energy consumers.  

· 312PRR – Enhance ESI ID Look-up Function – proposed effective date coincident with Texas SET Version 1.5 (System impact).  This PRR provides additional information for an ESI ID to include Station ID, Power Region, Premise Type, and status (active/de-energized/inactive).  
All PRRs and supporting materials are presented on the following ERCOT website, including comments submitted to ERCOT and recommendation reports from the PRS:

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

(b) ERCOT Staff has requested a revised effective date of July 1, 2002, for PRRs 258 - Notification Automation if Permit Required (Move-ins and Move-outs), 259 - Process Automation for Un-executable Move-ins and 260 - Auto Purge Process If Permits Not Received, which the Board approved on October 16, 2001. ERCOT Staff believes that these functions are integral parts of and should be implemented with Texas SET Version 1.5 in order for them to be smoothly implemented with the other retail system changes.  These functions are included in the request for proposal (RFP) for Version 1.5 system enhancements.  
The Board discussed the recommended PRRs.  David Itz asked if the effective date for PRRs 258, 259 and 260 should be set for November 1, the date Version 1.5 is expected to be implemented.  Jack Hawks suggested that this effective date be the earlier of November 1 or the implementation of Version 1.5. 

Mr. Itz asked if ERCOT Staff is confident that PRR287 can be implemented by June 1.   Cheryl Moseley, ERCOT’s Manager of Market Rules, stated that this revision is included in PIP151, which is already being built by the vendor.  The vendor is scheduled to deliver next week and there has been no indication that they will not deliver on time.  Once the system changes have been delivered, they will need to be tested; however, currently, ERCOT is not aware of any reason why it will not be able to implement PRR287 by June 1.  

David Itz moved to accept PRRs 287, 311, and 312 as approved by TAC and John Stauffacher seconded.  

Kathleen Magruder asked why these PRRs did not have budgets or information regarding the scheduling of implementation.  Mr. Barrow stated that it is difficult to get estimates on the costs until system changes are approved by the Board.  ERCOT does not fully define system changes for a project until the Board has approved it.  John Stauffacher stated that all of the Board Members understand that it is difficult to determine costs prior to fully scoping a project; however, the Board needs estimates to fully understand the implications of their votes.  Ms. Magruder stated that she would like to see a procedure formalized so the Board can tentatively approve PRRs, and then review its decision once they are defined and an estimate has been determined.  Vanus Priestley concurred that the Board Members need more information to improve certainty in the market.  Mr. Priestley stated that the Board will understand if dates change or other factors change, as long as the Board remains informed.  Kevin Grisham, Chair of PRS, reported that PRS is currently reviewing the Protocol Revision process and is revising the process.  The subcommittee will take the Board’s comments into consideration in its review.  Commissioner Klein stated that she is in favor of the Board receiving additional information, as others have stated, and in addition, she would like to have updates regarding the costs and status of implementation of pending PRRs.   

Mr. Jones stated that Version 1.5 should be realistically implemented by November 15, 2002.  The migration process may require the suspension of switches, similar to the migration in December when ERCOT and the Market Participants migrated to Version 1.4.  

Bob Manning would like to begin approving PRRs on a preliminary basis today so that ERCOT and the Market Participants can further detail these projects and obtain cost estimates.  Further, Mr. Manning would like to understand to whom the benefit would accrue.  Mr. Jones stated that ERCOT may be able to bring this information to the next Board Meeting for these PRRs; however, it would be helpful to have support from the Board on these PRRs prior to making this effort for every proposed PRR.  

Mr. Itz agreed to amend his motion to approve the PRRs, but to require ERCOT Staff to bring its estimates and benefits to the Board at the next meeting, or whenever possible, so the Board may review its decisions.  Mr. Stauffacher agreed to the amendment. 
Mr. Manning asked for clarification of the amended motion.  He stated that he understood that the motion was to approve the current PRRs in concept, but that the Board would need to further approve these PRRs once ERCOT Staff provided additional information regarding time and cost estimates.  Mr. Stauffacher stated that that was not his understanding or intent. Additional action would not be required once these PRRs are approved at this meeting.  However, ERCOT Staff would be required to provide additional information regarding time and cost estimates.  If the Board then wished to change its action, it could do so.  

Chairman Hawks proposed to make the motion conditional approval of the PRRs that would require a future Board vote to finalize Board approval.  Mr. Stauffacher was concerned that this could hold up PRR287 because its implementation date is June 1, only two weeks after the next Board meeting.  Mr. Manning suggested that PRR287 be separated into a separate motion.  Mr. Itz amended his motion again to approve PRR287, as approved by TAC.  Mr. Stauffacher concurred.  The motion carried by a voice vote without any objections.  Ms. Hall and Ms. McClellan abstained.

Mr. Priestley voiced his concern regarding the timing of PRR312.  Mr. Priestley was concerned that if the Board did not approve this PRR at this meeting, it may not be included in Version 1.5.  Ms. Moseley explained that PRR312 was not included in the RFP for Version 1.5 and that ERCOT is planning to use internal resources to make this change.  

Mr. Manning made a motion to conditionally approve PRRs 311 and 312, pending further information from ERCOT Staff regarding estimates for costs and timing.  Mr. Priestley seconded the motion.  

In response to questions regarding when ERCOT Staff would have these estimates for the Board, Mr. Jones stated that PRR312 will be fairly simple to estimate, but that PRR311 would take a great deal of activity from the working group to further define the details before any estimates could be made.

The motion passed by voice vote without any objections or abstentions.  

Mr. Itz moved to approve the revised effective dates for PRRs 258, 259 and 260 to be coincident with Texas SET Version 1.5, which is expected to be implemented by November 15, 2002.  Todd Kimborough seconded the motion.  The motion passed by a voice vote with no objections or abstentions.

(2) Recommended distribution of the System Congestion Fund.  Prior to direct assignment of the costs to resolve Zonal Congestion in the transmission system, which began on February 15, 2002, Zonal Congestion costs were paid by all QSEs on a load-ratio share basis.  The System Congestion Fund (SCF) was created to cover most of these costs.  The SCF was funded by a fee charged to all QSEs representing Loads, approved by the Board at $0.072 per megawatt hour.  The SCF was used as needed to pay for Zonal Congestion.  The Balancing Energy Neutrality Adjustment (BENA) covered costs not covered by the SCF.

The Fund is no longer required for payment of Zonal Congestion costs.  Almost $5 million remains in the Fund.  PRS has developed a recommendation for a method to disburse the funds remaining in the SCF.

Tom Payton asked why the resolution is limited to funds collected in 2001 and not funds collected in 2002.  Bill Bojorquez, Director of Settlements and Billing, clarified that ERCOT did not collect any SCF fees in 2002.  

Doug Keegan moved to approve the following resolution:

Whereas, there is a balance of 4.5 million dollars remaining in the 2001 System Congestion Fund;

Whereas, subsequent to the January 2002 Protocol changes, ERCOT requires guidance as to the disposition of this balance;

Whereas, the January 2002 version of Protocols intended that this balance be credited back on a QSE Load Ratio Share basis;

Whereas, the predominant shortfall in the System Congestion Fund balance occurred in August 2001.

Resolved, that the balance in this account should be credited back to QSEs on a cumulative Load Ratio share of energy basis during the period of July 31, 2001, through August 31, 2001. 

Ms. Magruder seconded the motion.  

Mr. Itz wished to clarify that this action would be a one-time refund pursuant to the reasons stated in the proposal.  Chairman Hawks clarified that the amount distributed would be slightly higher than the amount stated in the resolution due to the accrual of interest.  ERCOT Staff stated that if the Board approved the disbursement of the fund, the disbursements could occur in approximately seven days.  ERCOT will not reissue settlement invoices for these days, it will appear as a line item on the invoice.  ERCOT will use the metering data available at this time, which is 98-99% for August 2001. The remaining percentage will be estimated.  The motion passed without objection by a voice vote with abstentions by Ms. Hall and Ms. McClellan. 

(3) Backdating Retail Switches for Non-Price-To-Beat Customers.  The Retail Market Subcommittee formed a task force to address wholesale and retail settlement issues caused by errors and/or delays in the processing of switch requests submitted on or after December 17, 2001, through January 19, 2002.  The task force focused on Non-Price-To-Beat customers – customers in classifications (commercial and industrial) that do not have regulated rates set by the PUCT for affiliated CRs.  The RMS task force examined the procedures and processes for reconciling settlement problems associated with switch requests with outstanding issues.  The task force identified switches not fully completed, resulting in customers who had chosen to switch to unaffiliated CRs, but instead were being served by affiliated CRs.  The list contains approximately 300 ESI IDs.  The unaffiliated CRs and TDSPs agreed to backdate certain customers’ switches.  The TDSPs will implement the recommended processes immediately upon approval by the Board.  RMS and TAC approved the agreement to backdate such customer’s switches.

Ms. McClellan expressed her concern that market costs would be shifted from Non-Price-To-Beat-to other customer classes.  Mr. Bojorquez stated that costs will be appropriately divided among only the QSEs representing the Non-Price-To-Beat customers.  He then clarified that re-assigning the CR of record for these switches will have no effect on UFE as long as the same meter read data is used (i.e., the TDSPs do not submit subsequent meter data changes), and that the backdating of switches will only change the imbalance energy calculation for the new QSE and the QSE currently assigned to the customer in ERCOT’s database.  Margaret Pemberton, ERCOT General Counsel, also clarified that this decision would only affect Ancillary Services arranged by ERCOT, and that the bilateral contracts between market participants cannot be modified or reconciled by ERCOT.  
Doug Keegan moved to approve TAC’s recommendation of the following resolution:

· If:

· An ESI ID is on the CR list submitted to ERCOT and the TDSP under the Ad Hoc working group [RMS task force] direction, or meets the criteria agreed upon in the RMS task force, 

· The ESI ID is identified and included on the CR list by April 30th,

· No valid 867_04 [Initial meter read notification] has been processed by ERCOT [for the ESI ID], and

· The ESI ID [consumption level] is greater than or equal to 1 MW

Then:

· TDSP backdates 867_04 to original 814_01 [Enrollment/Switch Request] date.

· If:

· ERCOT shows the TDSP as the Load Serving Entity (LSE) past the original 814_01 request date

Then:  

· TDSP backdates 867_04 to original request date on the 814_01.

(Note:  TNMP has a couple of customers where this “If/Then” may be a problem.  Affected CR or CRs will work with TNMP to address.  If customers do not reach a resolution with TNMP, the customers may still be eligible for backdating.)

· If:

· The ESI ID is on the CR list submitted to ERCOT and the TDSP under the Ad Hoc working group [RMS task force] direction or meets the criteria agreed upon in the RMS task force,

·  The ESI ID is identified and included on the CR list by April 30th, 

· Valid 867_04 has been processed by ERCOT, and

· ESI ID [consumption level] is greater than or equal to 1 MW

Then:

· The Texas SET Chair is to research and determine if 867_04 can be either automatically or manually corrected to original 814_01 request date on both TDSP and ERCOT systems.  If yes, then those switches also will effectively be backdated to original 814_01 request date.  If no, then the issue is brought back to the RMS for resolution.  

[Notes in italics are by ERCOT Staff for clarification.]
Vanus Priestley seconded the motion.   The motion passed without objection by voice vote.  Brian Tierney abstained. 

Mr. Payton asked if there was a process to handle the TNMP issues.  Mr. Barrow clarified that it was RMS’s and TAC’s intent to have these measures apply if TNMP cannot resolve its issues with those customers that were not properly switched.  Mr. Manning asked when there would be a resolution on those customer-switching issues for customers with less than 1MW.  Mr. Barrow explained that the working group is currently working on a solution for these customers.  He believes that it will take more time to develop a solution because there were more of these customers and therefore more issues to be resolved. 

(4) Deferred Item – PRR315 Cost Recovery of OOME Down Costs.  TAC has no action on this, ERCOT Staff is working to gather information and develop processes to handle claims.  

Sam Jones reported that ERCOT has received numbers from one company.  The amount of OOME Down claimed by this company was different than that calculated by ERCOT Staff.  ERCOT bases its calculations on the resource plans submitted, but wind generators cannot follow this plan very well because wind is not predictable to that level of specificity.  ERCOT Staff is working on a process to handle these claims.  

Beth Garza, with FPL Energy, spoke on behalf of her company. She stated that FPL Energy had provided figures to ERCOT, but that they had based their cost of curtailment calculations on the actual amount of energy that could have been generated..  FPL Energy has three wind generation units and has provided information from September 2001- January 2002.  Its costs were approximately 2-4¢ per megawatt-hour (per house, per month) across ERCOT.  Ms. Garza represented that her company was in favor of passing PRR315 to enable it to recover its actual costs incurred when providing OOME Down service.  

Mr. Priestley moved to approve PRR315 and Trudy Harper seconded.  

After discussion regarding the lack of notice on this issue, Ms. Harper moved to waive notice of this vote and Mr. Priestley seconded.    Chairman Hawks called for a vote on the motion to waive notice of a vote on PRR315.  The motion passed by a voice vote.

Chairman Hawks then called for discussion on Mr. Priestley’s motion to approve PRR315.  Ms. Hall stated that she still has the same concerns she had at the last Board Meeting.  Ms. Garza distributed a handout with calculations of the costs associated with curtailing the wind generation units.  She stated that she finds it unfair that generators can recover costs under ERCOT’s Protocols for OOME Up instructions, but not for OOME Down.  Ms. Garza stated that it appears to have been an oversight. 

Bob Kahn raised his concern that there was not yet a process defined to determine what are reasonable and verifiable costs.  Mr. Jones responded that ERCOT will work with each claim to determine valid costs.  Mr. Stauffacher asked what the generators would like to see as the measuring point for how much a unit could have produced when it was actually OOMEd Down.  It is unclear if the company is asking for costs up to what it could have provided or what the resource plan stated it would provide.  What if the unit would have produced less than the resource plan?  Ms. Garza stated that Section 6 of the Protocols addresses this issue; resources are only paid the lower of the two amounts (the resource plan amount or actual generation). Mr. Harder questioned why wind generation units should get production credits when other resources, such as gas turbines, do not.  Ms. Magruder asked if all of the costs would be lost tax credits.  Ms. Garza replied that there is also some wear and tear on the machines for turning them off and having to restart them.  

Mr. Manning stated that he is in favor of supporting public policy such as the renewable energy credits, but he is skeptical of generators claiming costs for not running when they build the generators where there are known transmission constraints.  Ms. Garza responded that while tax credits are a significant portion of revenues for these generators, they are not sufficient, in and of themselves, to support a project.  Mr. Tierney concurred and stated that operations and implementation of systems at ERCOT are negating these federal and state level programs.  Roberto Denis, of FPL Energy, stated that paying for curtailments due to transmission congestion does not provide sufficient incentive to build a wind generator; that other generators have the ability to recuperate their costs of providing OOM Energy; and that Texan’s benefit from federal tax credits for wind generation because many states do not have the wind to build these generators.   

Mr. Payton commented that approving PRR315 would be turning production credits into non-production credits.  He does not want to create an incentive for companies to build unusable renewable energy generators.  He is also concerned that there is still no estimate on the overall impact this PRR could have on consumers’ bills.  

Mr. Kahn stated that TAC needs to review transmission issues and create some incentives to build more transmission.  Mr. Barrow stated that ROS is working on transmission problems.  Henry Wood, with STEC, stated that ROS is reviewing various proposals, however the lengths of the corridors are such that there will need to be long reviews of the proposals.  Commissioner Klein stated that she is concerned about transmission abilities to bring renewable energy to load areas to mitigate externalities.  She believes that the difference between production costs and being paid to not produce, when a generator would have produced, is not a problem from a policy perspective.  

Mr. Keegan stated that he supports providing lost opportunity costs; however, he is unclear if this measure is intended to be temporary until the direct assignment of local congestion.  Ms. Garza responded that because it is unclear how direct assignment of local congestion will occur, we cannot know if this will be superseded by that action.  Mr. Kimborough asked why we are treating OOME Up differently than OOME Down.  He believes that we need to support those generators that provide reliability to the system.  Steve Shaeffer commented that he believes this is partly about shifting federal subsidies to consumers.  The issue is whether the end-use customers in ERCOT should pay the costs of “lost” federal tax credits, effectively shifting a federal tax subsidy to an ERCOT consumer subsidy.   Ms. Hall stated that she is concerned with the discretion available to pay verifiable costs and would like the PUCT to review them.  Chairman Hawks stated that MOD has the ability to review any such costs as calculated by ERCOT.  Commissioner Klein suggested that the PUCT could review ERCOT Staff’s methodology and figures.  Mr. Jones responded that ERCOT’s process and procedures in handling these claims will be provided to all market participants.  However, ERCOT will not provide information on individual claims to the market. 

Mr. Itz requested an amendment to the motion.  He requested that the following sentence be deleted from PRR315 in Section 6.8.2.2 (6): “In the case of renewable resources this cost may also include the loss of production tax credits, tax benefits, REC, or REC Offsets, which would have been earned absent the OOME Down instruction.” Mr. Priestley and Mr. Kimborough accepted this amendment.  The motion failed by a hand vote with 16 votes for and 10 votes opposed.  

(5) Other TAC Action 

(a) Generation Adequacy Study - TAC referred results of ROS’s installed capacity study to WMS for input.
(b) NERC SAR Process Update - Jim Byrd, from Oncor, briefed TAC and encouraged all market participants to review the SARs and comment.  Mr. Jones stated that ERCOT will take the lead on evaluating SAR impacts and notifying stakeholders of its positions.  ERCOT will ask stakeholders to support its comments when they are able.
(c) WMS – Mr. Barrow reported on the status of five issues ordered by the PUCT: 
· Two Settlement System 

· Simultaneous Procurement of Ancillary Services 

· Intra-zonal Direct Assignment

· New Uninstructed Deviation Calculation 

· Single Round, Simultaneous, Combinatorial Auction for TCRs
Operations Report

(1) Retail Transactions Report. Mr. Bojorquez presented a retail transactions report that included the number of retail transactions by type and divided by the number of premises with completed, scheduled, and in-review status.  These numbers are updated monthly and posted on www.ercot.com/Participants/PublicMarketInfo/RetailTransactionReports.htm.  He then presented the switch status trends; completed switches have been increasing in relation to switches scheduled and those in review.  There has been an increase in the number of switches received in the last three weeks (average is approximately 11,000 per week), and there has been a high success rate for these new switches.  The move-in status trend shows an increase in move-ins completed.  In addition, the number of move-ins in review has stabilized.  Prior trends reported showed a continued increase of “in-review” move-ins failing to move to scheduled and completed; this trend has stopped.  ERCOT receives approximately 10,000 move-ins per day. Approximately 40,000 move-ins are in review. ERCOT is working with the market participants to reconcile these backlogged move-ins.

Mr. Itz asked if these numbers are an indication of the success of the competitive market.  Mr. Bojorquez responded that the number of switches is a clear indicator, but the number of move-ins is not always considered an indicator of customer choice.  However, in both circumstances, a switch and a move-in, a customer makes an affirmative choice of a retailer.  Therefore, ERCOT tracks move-ins and switches as indicators of customer choice.  Commissioner Klein asked if transaction flows are improving or if stale transactions are finally getting resolved but other transactions being held up.  Mr. Bojorquez replied that the transaction flows are improving, while those transactions that have been held up need to be reconciled 

One pressing issue presented by Mr. Bojorquez was the lack of IDR Meter Usage Data. The data showed that, two months after the operating date being settled, when ERCOT expected to have 95% of the data or better, it has actually loaded less than 45% in the Data Aggregation system.  Additionally, ERCOT has loaded less than 65% of the NIDR Meter Usage Data for the same period of time when it expects to have 95%.  The reason for the low percentages of data processed is that ERCOT’s system cannot accept data from TDSPs if there are gaps or incorrect values.  Once a gap or incorrect meter read for one date (or interval) is detected, the system will not accept future data for that meter.  Therefore, the percentages of data shown to be properly submitted will always decrease for the more current periods.  

Mr. Bojorquez stated that of the total number of customers requesting switches through mid March of 2002, 78% were residential and 21% were small businesses.  6,026MW (approximately 10% of the ERCOT peak demand) have been switched, of which 10% are residential; 25% are small, nonresidential and 65% are large non-residential (industrial).  Mr. Bojorquez will post load data on 

http://www.ercot.com/Participants/PublicMarketInfo/RetailTransaction_reports/Number_Premises_Switched.ppt  and have the numbers updated monthly.  

Mr. Stauffacher asked if the IDR account settlement issues are being caused by a few hundred accounts.  Mr. Bojorquez explained that there are only 7,000 IDR accounts and any account with historic data gaps will be part of the missing IDRs on Final Settlement Statements.  The expectation was that ERCOT would have close to 100% of the data for these accounts by the True up Settlement Statements, which are prepared six months after the operating day.  Mr. Stauffacher responded that he is very concerned that final true-ups are not based on actual data, because this affects the allocation of Ancillary Services, BENA, balanced schedules and many other components of the market.  Chairman Hawks asked if there were any ideas for an interim or middle ground solution.  Mr. Stauffacher suggested that we could push final true-ups out further than six months.  Mr. Bojorquez clarified that there are two issues. The first issue is a lack of data 8 weeks after the operating day.  This affects initial imbalance and load ration share allocations, which are later reconciled on True Up Settlements, and it affects the calculations of Ancillary Service obligations, which are not reconciled at all per the Protocols.    The second issue is when to do true-ups.  By the time true-ups are done, six months after the actual date, ERCOT has closer to 100% of Non-IDR data, but less than 95% of IDR data.  

Mr. Schaeffer asked if ERCOT could estimate the remaining data.  Mr. Bojorquez explained that this process is set by the Protocols and ERCOT’s systems.  However, retailers do not want gaps because they can cause billing issues.  ERCOT forwards the meter data that fails to load to the REPs and stores the data for when the issue has been corrected.  Mr. Jones stated that ERCOT is getting better at reporting what the issues are to the TDSPs.  ERCOT receives the data in various formats from the TDSPs and must map the data, load it into its systems and then analyze it to determine the location of the problems.  Each month, there are approximately 3,000 data points per IDR.  The Tiger Team has been reviewing the issues, and the systems have been improving, but there are still remaining issues.  ERCOT has plans to hire a consultant to help analyze the systems, both ERCOT’s and the TDSPs’, to recommend solutions.  ERCOT has discussed this with the TDSPs and they have agreed to reimburse ERCOT’s costs for this consulting work.  ERCOT Staff has selected The Feld Group to look across the systems to see where the problems reside and hopefully look at the long-range perspective.  Some CRs must participate, but they will be required to use a third party representative and sign a confidentiality agreement to protect market participants’ actual market data.  

Mr. Manning stated that as an end user, missing bills causes chaos and uncertainty.  Currently, he is finding that approximately half of his company’s bills are not synchronized, and it is causing an administrative nightmare.  Ms. Harper stated that she appreciates ERCOT’s action on this issue and her company would like to do anything to help.  Mr. Jones responded that ERCOT would send out a notice to all market participants when the consultant has begun its work and can better determine how input from other companies could be useful.  Commissioner Klein asked what would happen in the next 30 days, while the consultant begins its work.  Mr. Jones responded that the consultant will feed information back to ERCOT and the TDSPs to implement solutions.  The Board will get monthly reports on the consultant’s progress.  

(2) Operations and Systems Report. 

(a) Accenture Final Acceptance.  Mr. Jones reported that talks are ongoing with Accenture regarding final acceptance.  ERCOT is withholding final payment until two final issues have been resolved.  These two final issues are fixing the retail mechanics systems and the speed and performance of batch processing for settlements.  Accenture has committed to fix these issues by the end of April.  

(b) TCR Auction.  On Friday, April 12th, ERCOT Staff noticed that one bidder had bid for one TCR over the limit.  ERCOT notified the bidder and reduced its bid by one and then cleared the auction.  The change did not affect the market-clearing price.  

(c) Congestion Event.  There was one day where, for five intervals, a sign was entered incorrectly in a formula.  This caused incorrect shadow prices to appear.  This error was caused by a computer glitch that has been corrected. On that same day, a failure of the Balancing Energy Markets system also caused some incorrect shadow prices.  There were two intervals where shadow prices were approximately $1,500 due to a tornado-caused transmission line outage.  

(d) Operating Procedures Audit Update.  ERCOT Staff has reviewed and updated all Operating Procedures and manuals. They have been posted on www.ercot.com.  

(e) Operator Training Seminar.  ERCOT is currently conducting its annual operator training.  The training is a three-day seminar that ERCOT is conducting six times over six weeks.  There are approximately 800 operators scheduled to be trained. 

(f) NERC Standards.  NERC is working to adopt new reliability  standards.  To accomplish this, NERC has adopted a new standards adoption process.  It will be important for ERCOT and its participants to take part in this process to ensure that ERCOT’s market activities are considered and acceptable under these standards.  Currently, many NERC participants do not understand the ERCOT market and its operations. Under the new process, parties are being asked to comment.  Mr. Jones agreed to take the lead in the process and requested participation by all of the market participants. 
Finance & Audit Committee Report

Mike Greene reported that the Finance & Audit Committee met prior to the Board Meeting.  Sam Jones provided a status update on the Operations Audit non-compliance items.  He expressed appreciation for the quick follow-up action by ERCOT Management and Staff regarding the Operations Audit.  He stated that the Committee would continue to receive update reports until all items are completed.  The Committee discussed the 2001 Audited Financial Report with PricewaterhouseCoopers LLP (“PwC”); Sean Berry, the PwC Audit Partner, will go into more detail on it after a quick review of all of the items discussed by the Committee.  Ralph Weston, ERCOT Senior Corporate Counsel, gave the Committee an update on short payments.  ERCOT is waiting on an order from the bankruptcy court to move ahead.  Mark Walker, ERCOT Senior Corporate Counsel, updated the Committee on the progress of the Petition for Approval of the Administrative Fee.  The Committee discussed the progress of negotiations regarding the long-term financing.  Finally, the Committee reviewed a financing policy document developed by ERCOT Finance Staff.  

Ms. Harper asked if the short-pay statements were due to new issues that had occurred.  Maxine Buckles, ERCOT’s CFO, clarified that all of the short pay statements are due to the Enron bankruptcy and there have been no other short pay issues in the recent past. 

(1) 2001 Audited Financial Report.  Mike Greene stated that PwC had been engaged by ERCOT, subsequent to Board approval in December 2001, to perform the annual audit of the financial books and records.  PwC made a formal presentation to the Finance & Audit Committee regarding the proposed audit report for year 2001, PwC’s assessment of the internal controls, and its recommendations.  The Committee reviewed and accepted the year 2001 audited report of the financial statements as presented by PwC.

Mr. Berry, with PwC, then made a quick presentation to the Board regarding the audit.  He explained that this was PwC’s second year to do an administrative and financial audit.  The audit has been completed and PwC has issued an unqualified opinion.  Mr. Berry explained that the financial statements are the responsibility of ERCOT’s management; PwC issues its opinion on the validity and accuracy of the statements prepared by ERCOT.  The financial statements are comparative to the prior year.  However, Mr. Berry pointed out that the comparisons are not very useful due to the start-up nature of ERCOT’s activities.  He felt that in a few years the comparative format might be more useful to the Board.  

Ms. Buckles reiterated that ERCOT’s management has primary responsibility for the completeness and accuracy of the financial statements; and that, as fiduciaries, the Finance & Audit Committee and the full Board of Directors has oversight responsibility for the accurate and fair representation of the ERCOT financial statements. 

Mike Greene moved to approve the year 2001 audited financial statements as approved by the Finance and Audit Committee and Curtis Griffin seconded.  The motion passed without objection or abstention by a voice vote. 

Financial Report

Ms. Buckles presented the preliminary figures summarizing ERCOT’s results of operations and expenditures for the current year, as of March 31, 2002.  Ms. Buckles also provided comparisons of actual and forecasted income and budget, and 2001 and 2002 MWh variance analyses.  

Other Business

Ms. Harper stated that Tenaska is developing a generator in Oklahoma that will connect to the Southwest Power Pool and have a seventy-mile line to a TXU switching station in Texas.  Tenaska and TXU are planning to file a request at FERC for an order granting a Section 210 exemption pursuant to the Federal Power Act to ensure that the jurisdictional status of ERCOT remains unchanged.  In addition, Tenaska and TXU will be sending a notice to all of the market participants in the ERCOT Region regarding these activities.  

Executive Session

The Board met in Executive Session to discuss the short-term financing contracts.

Mr. Greene moved to approve the resolution sent to Board Members in advance, giving authority to certain officers and management to execute delivery of the credit facility.  Clifton Karnei seconded the motion.  After discussion by the Board Members, the motion passed by a voice vote.  Ms. Hall and Ms. McClellan abstained.  

The Meeting was adjourned at approximately 3:50 p.m.  The next Board Meeting will take place on Tuesday, May 21, 2002, at ERCOT’s offices in Austin, and the June Board meeting will take place on Tuesday, June 18, 2002 at ERCOT’s offices in Austin.

__________________________________

Margaret Pemberton, Corporate Secretary
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