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DRAFT MINUTES OF THE ERCOT BOARD OF DIRECTORS MEETING

ERCOT, Met Center
Austin, Texas

10:00 a.m.

May 21, 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 May 21, 2002.

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

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

	Jill Hall
	(Residential Consumer)
	Consumer/Residential
	Member 

	Jim Harder
	Garland Power & Light
	Wholesale Sales/Muni
	Member 

	Trudy Harper
	Tenaska
	Generator/Ind. Gen.
	Member

	Jack Hawks 
	PG&E National Energy Group
	Wholesale Sales/Ind. PM
	Member/Chair 

	David Itz
	Calpine
	Generator/Ind. Gen.
	Member

	Bob Kahn
	Austin Energy
	T&DU/Muni
	Member

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

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

	Milton Lee
	CPS
	Generator/Muni
	Member

	Kathleen Magruder
	New Power Company
	Retail Sales/Ind. REP
	Member

	Bob Manning
	HEB Grocery
	Consumer/Commercial
	Member

	Tom Noel
	ERCOT
	ERCOT
	Member

	Tom Payton
	Occidental Energy Services
	Consumer/Industrial
	Member

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

	Steve Schaeffer
	Reliant Energy
	Generator/IOU
	Member

	Jerry Stapp
	Big Country Electric Cooperative
	Retail Sales/ Coop
	Member

	John Stauffacher
	Dynegy
	Generator/IOU
	Member

	Gillan Taddune
	Green Mountain Energy
	Retail Sales/Ind. REP
	Member

	Brian Tierney 
	AEP
	Retail Sales/IOU
	Member

	Laurie Pappas
	OPUC
	Consumer/OPUC/Residential
	Representing S. McClellan

	Ross Phillips
	LCRA
	T&DU/LCRA
	Representing J. Beal

	Dottie Stockstill
	Mirant
	Wholesale/ Ind. PM
	Representing C. Griffin

	Henry Wood
	STEC
	T&DU/Coop
	Representing M. Troell and C. Karnei after 3:30pm

	Jess Totten
	PUCT
	PUCT
	Representing Commissioner Klein

	Cherie Broadrick
	ERCOT
	
	Staff

	Maxine Buckles
	ERCOT
	
	Staff/CFO

	Jim Galvin
	ERCOT
	
	Staff

	Steve Grendel
	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

	Kent Saathoff
	ERCOT
	
	Staff

	Mark Walker
	ERCOT
	
	Staff

	Ralph Weston
	ERCOT
	
	Staff

	Cheryl Yager
	ERCOT
	
	Staff

	Robert Northcutt
	Accenture
	
	Guest

	Richard Ross
	AEP
	
	Guest

	Mark Dreyfus
	Austin Energy
	
	Guest

	David Groberg
	Cielo Wind Power, LLC
	
	Guest

	Les Barrow
	City Public Service/TAC Chair
	
	Guest

	Steve Bartley
	City Public Service
	
	Guest

	Wayne Callender
	City Public Service
	
	Guest

	Fidel Marquez
	City Public Service
	
	Guest

	Maryana Randall
	City Public Service
	
	Guest

	Theodore Slansky
	City Public Service
	
	Guest

	Norman Soliz
	City Public Service
	
	Guest

	Denise Stokes
	Competitive Assets/FPL Energy
	
	Guest

	Jeff Brown
	Coral Power
	
	Guest

	Hal Hughes
	Covington Consulting
	
	Guest

	Ron Matlock
	Duke Energy
	
	Guest

	Barry Huddleston
	Dynegy
	
	Guest

	Mark Bruce
	Electric Utility Restructuring Legislative Joint Interim Oversight Committee
	Guest

	Mike Cunningham
	Exelon
	
	Guest

	Pat Wilkins
	Exelon
	
	Guest

	Monte Jones
	The Feld Group
	
	Guest

	Ed Robben
	The Feld Group
	
	Guest

	Mitch Seagraves
	The Feld Group
	
	Guest

	Roberto Denis
	FPL Energy
	
	Guest

	Beth Garza
	FPL Energy
	
	Guest

	Steve Punder
	FPL Energy
	
	Guest

	Heidi Schrab
	Green Mountain Energy
	
	Guest

	Brady Belk
	LCRA
	
	Guest

	Gwen Eklund
	Pavilion Technologies, Inc.
	
	Guest

	Marty Downy
	PG&E
	
	Guest

	Robby Abarca
	PUCT
	
	Guest

	Parviz Adib
	PUCT
	
	Guest

	Adrian Pieniazek
	Reliant Energy
	
	Guest

	Trent Carlson
	Reliant Resources
	
	Guest

	Kevin Gresham
	Reliant Resources/PRS Chair
	
	Guest

	Dan Madru
	Senator Troy Frasier
	
	Guest

	Walt Shumate
	Shumate & Associates
	
	Guest

	Charles Attal
	Teco Energy, Inc.
	
	Guest

	Frank Busot
	Teco Power Services
	
	Guest

	Diana Liebmann
	Teco Energy, Inc.
	
	Guest

	Paul Messerschmidt
	Teco Power Services
	
	Guest

	Mike Schuyler
	Teco Power Services
	
	Guest

	Phillip Oldham
	Texas Industrial Energy Consumers
	Guest

	Carly Biedrzycki
	Texas Rose
	
	Guest

	Julia Garcia
	TNMP
	
	Guest

	Wendell Bell
	TPPA
	
	Guest

	Mark Zion
	TPPA
	
	Guest

	Cesar Seymour
	Tractebel Energy
	
	Guest

	Mark Smith
	TXI
	
	Guest

	Eric Blaley
	TXU
	
	Guest

	Gary Bryan
	USBS Warburg Energy
	
	Guest


Announcements

Jim Harper and Trudy Harper were delayed traveling in from Dallas; they hoped to arrive shortly.  Chairman Hawks welcomed Laurie Pappas who was sitting in for Suzi McClellan and Parviz Adib and Jess Totten, representing in for Commissioner Rebecca Klein, who was out due to a death in the family.  

As the first order of business, Chairman Hawks announced that the next month’s meeting was rescheduled to Monday, June 17th due to the scheduling of a Legislative Oversight Hearing on Tuesday, June 18th.  The Board Meeting will begin in the afternoon at 2:00 p.m. following the Governance Committee meeting, which will begin at 8:30 a.m.  Chairman Hawks explained that all board members were invited by Representative Wolens to attend the Legislative Oversight Hearing. 

John Stauffacher mentioned that the Governance Committee meeting would have speakers knowledgeable about the governance of PJM and ISO-New England.  Mr. Stauffacher also explained that there may have to be limitations on discussion due to time constraints.  Tom Noel asked if the committee was going to take input regarding process for the meeting from people prior to the meeting or at the meeting.  David Itz mentioned that the Compensation Committee discussed ways to make ERCOT more efficiently governed, such as performance goals, mission statement and ERCOT Staff leads for Board subcommittees.  Mr. Itz stated that he is working on a mission statement that he will provide to the Governance Committee and bring to the Board.  Mr. Noel stated that Representative Wolens and the Legislative Oversight Committee have expressed an interest in how ERCOT is being governed.  Mr. Noel offered to assist with the structuring of the process for the discussion to ensure that all of the necessary issues are discussed.  Mr. Stauffacher welcomed Mr. Noel’s assistance.  

Approval of Minutes of the April 16, 2002 Board Meeting

Kathleen Magruder moved to approve the minutes.  Henry Wood seconded the motion.  Chairman Hawks asked if there were any changes to the minutes of the April 16th Board Meeting. Jill Hall, Tom Payton and Mr. Stauffacher recommended changes.  Ms. Magruder and Mr. Wood accepted the recommended changes.   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 in the past month, discussed various PRRs, and submitted recommendations to TAC regarding several PRRs.  The following PRRs were unanimously approved by TAC and recommended to the Board for final approval:

· 318PRR – Two Zone Adjustment – proposed effective date June 1, 2002; minor impact to ERCOT process, no System build required.  This PRR adds a methodology to alleviate a situation in which one station has transmission busses assigned to two different transmission congestion zones.  This PRR will benefit market participants whose systems are split between two different congestion zones at a single location.

· 321PRR – Uninstructed Resource Charge Process – proposed effective date June 1, 2002; no System impact.  This change will provide better frequency control and a more stable Ancillary Services market.  This PRR specifies that a QSE is subject to the uninstructed charge for over-generation when the MCPE is positive, when regulation is determined to be over or under a defined bandwidth.  The benefits will be to improve system reliability by improving responses to instructions.  These changes are expected to benefit consumers.  

· 323PRR – TCR Creditworthiness Monitoring – proposed effective date June 1, 2002; no System impact.  This PRR clarifies late payment enforcement procedures for TCR Account Holders thereby reducing financial exposure for ERCOT.  

ERCOT Staff recommends changing one word in the PRR back to the original Protocol language in which ERCOT has an “understanding” with Account Holders.  This clarifies that there will not be separate agreements under which ERCOT may access a TCR security.  The original language allows ERCOT to access any security posted by an Account Holder to cure a default.   

· 324PRR – EPS Meter Polling Timeline – proposed effective date June 1, 2002; no System impact.  The Settlement Calendar timeline was revised to 17-days, from 3-days (via the implementation of 298PRR), thus making the requirement for daily dialing of EPS meters unnecessary.  This revision will also ease ERCOT’s and TDSP’s metering staff’s burdens on weekends and holidays.  For ERCOT, this change reduces the need for metering staff overtime and reduces the current need for additional metering staff.
· 329PRR – TCR Simultaneous Combinatorial Auction – proposed effective date January 1, 2003; System impact cost estimate - $400,000.  This revision is necessary to implement the Public Utility Commission of Texas’ order to convert the Transmission Congestion Right (TCR) auction to a simultaneous, combinatorial auction.  

The Congestion Management Working Group has been working to implement the PUCT order to convert the TCR auction from a simple, sequential auction to a simultaneous, combinatorial auction.  Dr. Adib stated that this change will improve the efficiency of the $80 million TCR market and will remove the limitations on bidding currently in place.  

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.

Mr. Harder moved to approve PRRs 318, 321, 323, 324, and 329 as recommended by TAC with ERCOT Staff’s amendment to PRR 323.  Mr. Itz seconded the motion.  

Mr. Stauffacher commented that the Frequency Control Study currently underway should be completed soon; therefore he asked if PRR321 was proposed as an interim solution until that final report has been received, recommended and implemented.  Mr. Barrow stated that PRR321 was considered an interim step that would not interfere with any recommendations from the study, but was expected to help frequency control.  Mr. Stauffacher was concerned that there was another PRR in process that addresses unit specific deployment and that approving these PRRs separately was a very piecemeal approach.  Kevin Gresham, Chair of PRS, stated that PRR 282, the PRR Mr. Stauffacher referenced, had been recommended to WMS by the QSEWG and that the issue was also being addressed in several other PRRs regarding local congestion.  Mr. Stauffacher questioned if the working group’s work would be counter productive to this PRR. Barry Huddleston, of Dynegy, stated that there was a problem with PRR282 regarding unit specific deployment because a generator that responds to ERCOT’s instructions that cannot balance its schedule elsewhere, would be penalized in settlements for its response.  Dr. Adib confirmed that there are two problems, one was price changes and the other was uninstructed deviations that cause problems for ERCOT’s operators.  He stated that the PUCT has had an order requiring that these problems be fixed since last June.  Dr. Adib believed that this interim solution would help, but he hoped that there will be a more global solution once the study has been completed.  

Sam Jones, ERCOT Chief Operating Officer, stated that he has seen a preliminary report from the study and that this PRR is compatible with the preliminary recommendations.  Chairman Hawks stated that one solution would be to expedite PRR282.  Mr. Stauffacher expressed his belief that ERCOT should not have a system set up in which a generator may be penalized for following an instruction.   Mr. Gresham explained that this PRR is intended to make minor changes that will not have large system impacts.  Jim Galvin, ERCOT Settlements and Billing Manager, explained that PRR321 has very minor system impacts, but in order to make the changes requested by Mr. Stauffacher, would be much greater system impacts.  

Bob Manning expressed his gratitude to Mr. Barrow for having included cost estimates and benefits statements for each PRR. He requested that the description of system impact be expanded to better explain what it means for each PRR.  Mr. Barrow explained that the system impact figures come from ERCOT Staff and that he will work with them to ensure that they are more descriptive.  Tom Noel explained that management had a more detailed breakdown of the costs involved, as estimated by ERCOT Staff.  Mr. Noel assured the Board members that if unforeseen costs arose the Board would be notified.  

Ms. Magruder asked Maxine Buckles, ERCOT Chief Financial Officer, if she is comfortable with the terms of PRR323 in which ERCOT gives TCR Account Holders three chances to be late before there is a penalty. Ms. Buckles explained that the TCR market has a short timeframe for payment and ERCOT will not pay out on the TCR if the bids are not honored, therefore ERCOT does not have much exposure.  Additionally, she explained if the bidder is late, they still must pay.  If the bidder does not pay, they do not receive the TCRs and those TCRs are lost to the market.  Next, Ms. Magruder expressed concerns over using the term “understanding” in the contract.  Ms. Magruder requested that the motion be amended to defer action on PRR323 until after the lunch break, so she could discuss these concerns with Margaret Pemberton, ERCOT General Counsel, and Ms. Buckles.  Mr. Harder and Mr. Itz accepted the amendment.   
Mike Greene asked about the system impact of PRR329 and how approval of this PRR would fit into ERCOT’s budget, priorities and IT resources.  Mr. Barrow explained that this PRR was on the System Change Priority list and that it had been budgeted for more funds than currently estimated.  Ms. Harper asked for clarification on PRR329’s focus. She understood that it would allow TCR Auction Holders to submit their bids as desired.   Dr. Adib explained that the system would more efficiently solve the bidding and would focus on awarded amounts when calculating the limitations.  

Mr. Stauffacher requested an amendment to the motion to defer the vote on PRR321 to later in the Board Meeting to allow him to discuss his issues with Mr. Galvin and others.  Mr. Harder did not accept the amendment.  

Chairman Hawks restated the amended motion on the floor, which was to approve PRRs 318, 321, 324, and 329 as approved by TAC.  The motion passed by a hand vote with 23. 5 votes for, no votes opposed and 2.5 votes abstaining.

(b) PRR311 and 312.  Pursuant to direction from the Board at the April Board Meeting, ERCOT Staff developed cost estimates for PRR311 and 312.

· 311PRR – DLC to BUL Transition – proposed effective commensurate with the implementation of Direct Load Control.  System impact cost estimate:  $200,000.  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 a more reasonable baseline for the calculation of the BUL resource provided by smaller energy consumers.  The system costs will be incurred in 2003 when direct load control is expected to be implemented.

· 312PRR – Enhance ESI ID Look-up Function – proposed effective date same as Version 1.5.  System impact cost estimate:  $10,000.  This PRR provides additional information for an ESI ID to include Station ID, Power Region, Premise Type, status (active/de-energized/inactive) for an ESI ID in ERCOT systems.  This change will provide Competitive Retailers better tools to look up information to support customers.
Mr. Itz moved to grant final approval for PRRs 311 and 312 as approved by TAC and Mr. Manning seconded.  Ms. Pappas asked if there were any additional financial details on ERCOT’s website.  Mr. Noel explained that ERCOT does not want to publish the details regarding estimated amounts prior to procuring bids because the information may distort the bids. ERCOT would provide these details to Board Members upon request. Ms. Pappas requested that this information be provided to the Board Members under a separate confidential memo.  She would also like to see an ongoing calculation of the aggregated amount of system change costs to ERCOT.  Mr. Noel explained that PRRs 311 and 312 were not on the System Change Priority list, but that the costs for these changes were relatively minor.  Mr. Noel agreed to work on the best way to be responsive to her request.  Ms. Buckles stated that the monthly financial package will include a capital projects and system changes listing.  The motion carried by a unanimous voice vote without any objections or abstentions.

(2) True-Up Resettlements.  This issue arose out of concerns over rejections of meter reads by ERCOT due to gaps or missing meter data updates from TDSPs and the impacts on financial settlement for such data problems. TAC approved the following resolution and asked that the Board approve the resolution as well. 

The ERCOT Board direct the ERCOT Staff to perform a ONE-TIME re-settlement of July 31, 2001 through the current Wholesale Settlement Statement published.  Such re-settlement will commence after ERCOT has successfully received and validated at least 99 percent of the IDR data from each Meter Reading Entity (MRE).  In addition, ERCOT would suspend future true-up settlements until the 99 percent IDR consumption data standard is met.  The true-up settlement timeline would be extended to a maximum of 12 months in cases where the IDR data threshold is not met.

In addition, TDSPs would be required to correct Load Profile ID assignments identified in the Initial Validation Process for Non-IDR ESI IDs retroactively to a meter read date prior to July 31, 2001.  Such corrections shall be transmitted to ERCOT by June 15, 2002.

Mr. Payton questioned the 99% standard in the resolution.  He asked why ERCOT could not get the last 1% of data and questioned whether ERCOT believes that it would obtain the last 1% if it did not have it by this time.  Mr. Barrow explained that ERCOT and the TDSPs believed that once their systems were working together, this would not be an issue.  Mr. Noel stated that there had been a lot of interest in this issue at RMS and at the Legislative Oversight Committee hearing.  He explained that there are some cases where the data was still not available; and that if the market were to allow ERCOT to settle at 95%, ERCOT could settle most of the accounts now, but ERCOT and the market participants would prefer to obtain 99% of the data to have more accurate settlements.  Mr. Stauffacher stated that this was really a start up issue that was still being resolved, but that the data had improved and would continue to improve.  Mr. Manning stated that the REPs had not been sending bills, rather than estimating them or attempting to send partial bills.  This has caused a lot of problems for many customers.  

Mr. Stauffacher moved to approve the resolution as approved by TAC and Ms. Harper seconded.  The motion carried by a voice vote without any objections or abstentions.

(3) Other TAC Action 

(a) Reactive Standards - TAC extended the Interim Reactive Standards for one year, to 6/1/03, pending results of Voltage/Reactive Study currently underway.  The TAC vote on this issue was 29 for, 0 opposed and 1 abstention.  
(b) SMOGRRs - Metering Operating Guide were approved 2002-1 and 2002-2
(c) Frequency Control Study Progress Report - Consultant’s focus to date has been on ERCOT Frequency Control Performance, not QSE performance. It is expected that preliminary analysis results and recommendations will be available by May 28th, including review of proposals for Relaxed Balanced Schedules in ERCOT.
(d) Generation Adequacy Study - WMS Working Group established to provide input into results of ROS’s installed capacity study.
(e) Concerns Raised – TAC members raised concerns regarding ERCOT’s response to several issues raised by its subcommittees and working groups.  Mr. Harder stated that some of the issues have been outstanding for a long time and he would like to know what ERCOT’s timeline is for responding to these issues.  Mr. Gresham stated that TAC requested ERCOT Staff respond to these issues at the Board Meeting.  Mr. Jones stated that he would comment on the issues raised by TAC during the System and Operations Report.  
(f) WMS - Status of issues ordered by the PUCT
(i) Two Settlement System – A PRR draft has been issued.

(ii) Simultaneous Procurement of Ancillary Services  - Still need a PRR, a white paper has been developed. 

(iii) New Uninstructed Deviation Calculation - PRR 321 has been recommended by TAC to the Board at the current meeting and the frequency control study will also address this issue. 

(iv) Direct Assignment of Local Congestion – The CMWG is working on this issue.

(v) Simultaneous, Combinatorial TCR Auction  - PRR 329 has been recommended by TAC to the Board at the current meeting. 

The Feld Group Report

Tom Noel introduced Monte Jones, one of the founders of the Feld Group and the lead in the assessment.  Mr. Noel explained that Mr. M. Jones’s presentation would be posted on ERCOT’s web site.  Mr. M. Jones then presented what the group determined to be the root causes of failures in the systems and the general approach recommended to resolve them.  Next, Mr. M. Jones described other important issues that must be addressed to help improve transaction flows in the market.  





Mr. M. Jones explained that over the last month, he spoke with representatives from all of the TDSPs and some of the competitive retailers to understand the issues. During these discussions, all of the parties expressed a desire to understand the issues and how to fix them.  Mr. M. Jones acknowledged that there would be times when there may be “goal incongruence, ” at which time the incongruence would have to be carefully handled, however, in most cases the issue would be synchronization issues, which his group has a lot of experience handling.  

PRR3223 Discussion Continuation

Next, Chairman Hawks reintroduced the discussion on PRR323.  Ms. Magruder moved to approve PRR323 as approved by TAC and amended by ERCOT Staff.   Ms. Hall seconded.  Ms. Magruder explained that she was more comfortable with the language after her discussions with Ms. Pemberton and Ms. Buckles.  The motion passed by a unanimous voice vote with no objections or abstentions.  

Operations Report

(1) Operations Audit Response Report. Sam Jones introduced Kent Saathoff to discuss the additional steps ERCOT has taken in response to the Operations Audit reported to the Board in March.  Mr. Saathoff reported the following actions taken by ERCOT:

(a) ERCOT has updated all procedure manuals for all four operation desks.  They are posted on ERCOT’s website at http://www.ercot.com/aboutERCOT/publicdisclosure/ERCOTprocedures.htm.  All five ERCOT system operator teams had been trained on the updated procedure manuals.  ERCOT Management held meetings with ERCOT operators to set expectations and convey requirements for consistency of practice and proficiency in accordance with documented procedure.  ERCOT will do an internal spot audit of operator compliance with procedures within the next few months.
(b) Enhanced access to the Market User Interface (MUI) via digital certificates has been given to all system operators, shift supervisors, and identified operations support staff.  This access to the MUI allows operators to verify that data and messages were properly received by the market.
(c) ERCOT is testing Simultaneous Feasibility Test (SFT) software on the production system in conjunction with the Replacement Reserve analysis for the Day Ahead desk process.  SFT is a tool for the system to better predict where transmission congestion may occur and determine an optimal solution.  ERCOT has some issues with the timing of the software processes, but is working them out with the vendor.  

(d) ERCOT is proceeding as scheduled on improving functionality of the State Estimator (SE) that will be used for real-time network analysis.  
(2) Operations and Systems Report. Sam Jones gave the following responses to the issues raised by TAC and presented by Mr. Barrow.  

(a) Deployment Instructions.  ERCOT began making deployments 30 minutes prior to the interval.  ERCOT had decreased deployment time to 20 minutes after making system changes.  The Protocols say that deployment will take place 10 minutes prior to time, however there is some confusion on what this means.  The system needs 4 minutes to deploy, therefore it was unclear if instructions should be given 14 minutes prior to period or 10 minutes and only 6 minutes would be available for coordination.  ERCOT was discussing this timing issue with the QSE Working Group.  

(b) Information Requests.  The requests made by the QSE Working Group required system changes to develop reports.  These requests should be submitted to ERCOT as System Change Requests to be analyzed and processed according to ERCOT’s procedures.  A working group or market participant requesting this information must file a PRR or SCR.  

(c) Flow Limits on Transmission Lines.  Market design changes have changed the system.  The scheduling process allows changes in capacity and generation every fifteen minutes, which can vary by 1000MWH.  All of these changes cause a great deal of fluctuation.  Mr. Jones explained that ERCOT was not concerned that the fluctuations occur, but it watches to make sure that the deviations do not exceed the accepted standards.  

Dr. Adib stated that the 10 minute deployment requirement was requested by the PUCT to make sure that market participants did not have deployment information prior to 10 minutes before market time.  

ERCOT has been making changes to the system since implementation. The SCADA group had raised concerns regarding stability.  ERCOT would like to stop making changes to the systems for a while to allow them to stabilize; once they have been stabilized, ERCOT would continue to make changes.  

Update on Status of OOME Down Issue

Ms. Pemberton explained that the ERCOT Staff was asked by the Board to gather information regarding costs of implementing PRR315.  The Board rejected PRR 315 at the last Board Meeting.  Because the PRR was rejected by the Board, FPL will be filing an appeal with PUCT in order to save its rights.  FPL has asked that the Board direct ERCOT Staff with the following language.  

In light of its decision to reject PRR315, the ERCOT Board directs staff to submit a new PRR to provide compensation for renewable resources whose output is curtailed.  

Such compensation should be sufficient to reimburse the value of lost Production Tax Credits and Renewable Energy Credits and/or Offsets, subject to reasonable price and volume limits intended to discourage the siting of new renewable resources in constrained locations until adequate transmission capacity is constructed to remove the constraints.

The Board requests that this PRR be considered on a timeframe such that a TAC recommended Protocol Revision be brought back to the Board for its consideration as soon as practicable.

If the issue is addressed through ERCOT, FPL Energy will rescind its appeal.  Clifton Karnei stated that the Board needed to know what the potential costs would be.  Ms. Pemberton stated that ERCOT Staff would not bring this issue back to the Board without cost estimates.  
Response on OOMC Settlement Calculations

Mr. Noel stated that there is a gap in Section 6.8.2.1 of the Protocols that lead to unexpected results in OOMC Settlements. PRR331 was already in process on clarification of the language; it should be presented to the Board at the next Board Meeting.  In early May, ERCOT OOMEd Down a unit, and when settlement costs were calculated, using the unit’s bid price, it would cost $9.6 million to settle.  ERCOT notified the PUCT Market Oversight Division (MOD).  MOD determined that the ERCOT Protocols should not be interpreted to pay “ as bid” in circumstances where there was no market solution and no RPRS was procured.  There was a potential dispute on this issue.  

Diana Liebmann, an attorney representing TECO, stated that TECO owned the unit that had been OOMEd Down.  She represented that TECO had received notice of acceptance of its RPRS bid; that the plant manager called ERCOT Staff to confirm that it would be paid as bid and that the Staff confirmed that ERCOT would pay them as bid.  She asserted that after the confirmation, TECO received notice that it would not be paid on bid price.  She claimed that had the RPRS bid been rejected, the unit would have been taken down for maintenance.  Ms. Liebmann does not believe that ERCOT should not pay based on changes being considered in PRS. 

Mr. Rogas stated that the PUCT supported fair payments, but not monopoly bid prices. He explained that no RPRS bid could be accepted where there is only one bidder.  




Other Business

(1)
Petition to PUCT for Extension of Time to Implement Direct Assignment of Local Congestion Costs.  

Mark Walker, ERCOT Senior Corporate Counsel, explained the rationale for requesting an extension for this PUCT Order.   

The timeline to implement direct assignment of local congestion, as required by a PUCT Order, was September 5, 2002.  At the time, there was no consensus among the market participants and the PUCT on how to proceed. ERCOT Staff did not believe that ERCOT could implement the system changes required to implement a new auction methodology by that date.  ERCOT Staff was certain that it could not meet the current timeline; therefore, it would like to file a motion to extend time with the PUCT.  Any proceeding at the PUCT would take a while and ERCOT did not want to rush the Commission.  Mr. Rogas believed that this request was premature.  He did not feel that ERCOT had enough information to set forth an alternative date.  The Market Oversight Division (MOD) was concerned with gaming issues and did not want to delay these changes. 
Mr. Noel clarified that this motion was in direct response to Board and PUCT requests of ERCOT Staff that sufficient notice be given when it believed ERCOT could not meet a PUCT Order timeline.  Ms. Pemberton explained that ERCOT could be placed in a position of violating a PUCT Order if it did not file a petition requesting a revised timeline.  Violation of a PUCT Order, she warned, could cause ERCOT to violate various covenants in its loan and insurance agreements, which could cause ERCOT to default.  Ms. Pemberton explained that any delay in filing might not provide the PUCT sufficient time to respond within its required timelines.  

Mr. Rogas disagreed with Ms. Pemberton’s position.  He stated that ERCOT would not need to file a petition with the Commission, but that a letter of notice would suffice.  Mr. Greene stated that of all of the concerns raised - legal, timing, technical and political, he was most concerned with the legal issues and recommended that they be the Board’s primary consideration.

Ms. Magruder shared Dr. Adib’s and Mr. Rogas’s concern that the projected date was uncertain and proposed that ERCOT should give a tentative date in its filing.  She also expressed her belief that many companies rely on the public record; therefore ERCOT should file a document letting the public know that this change would not be implemented by the required date.  Mr. Keegan would like to make sure this delay does not cause settlement delays.  He also expressed that he believed that most local congestion was being felt in OOMC payments, for which there is no market solution, and no real potential for gaming.  

Ms. Hall moved to defer a decision on filing with the PUCT until next months meeting.  Ms. Magruder seconded the motion. The motion passed by a voice vote with no objections with Mr. Noel abstaining. 

Dr. Adib assured the Board that the Market Oversight Division would mention this issue to the Commissioners at the next open meeting. 

Finance & Audit Committee Report

Mike Greene reported that the Finance & Audit Committee met prior to the Board Meeting.  The Committee heard the following reports:  Mr. Saathoff reported on the additional ERCOT activities in response to the operations audit; Sean Barry of PricewaterhouseCoopers discussed the Finance and Audit Committee’s reporting needs; ERCOT Staff reported on the short-payment issues related to the Enron bankruptcy proceeding, the Administrative Fee Filing proceeding at the PUCT, completion of its long term financing, an overview of the TCR Auction process and the development of financial policies.  

Financial Report

Ms. Buckles announced that ERCOT had issued $150 million of twelve-year senior notes at a coupon rate of 6.17% interest (6.33% annual all-in rate including issuance costs).  ERCOT had received over $600 million in bids for the notes.  In addition ERCOT entered into a $50 million revolving credit facility, under which ERCOT does not expect to have an outstanding balance this year.  Of the $200 million debt capacity available, approximately $120 million was used to repay outstanding debt.  Ms. Buckles then presented the preliminary figures summarizing ERCOT’s results of operations and expenditures for the current year, as of April 30, 2002.  Ms. Buckles also provided comparisons of actual and forecasted income and budget, and 2001 and 2002 MWh variance analyses.  The IT and Settlements areas have remaining job openings that ERCOT is working on filling; some of the open positions were due to attrition.

Executive Session

The Board met in Executive Session to discuss the Feld Group contract, Oracle Licensing contract and Texas SET version 1.5 contract.  The Board voted to approve the Feld Group and Oracle Contracts.  The Texas SET version 1.5 contract would proceed with oversight and input from the Feld Group.

The Meeting was adjourned at approximately 5:50 p.m.  The next Board Meeting will take place on Tuesday, June 18, 2002, at ERCOT’s offices in Austin, and the July Board meeting will take place on Tuesday, July 16, 2002 at ERCOT’s offices in Austin.

__________________________________

Margaret Pemberton, Corporate Secretary
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