
APPROVED MINUTES OF THE ERCOT BOARD OF DIRECTORS MEETING

ERCOT, Met Center
Austin, Texas

10:00 p.m.

August 20, 2002

Pursuant to notice duly given, the Meeting of the Board of Directors of the Electric Reliability Council of Texas, Inc. convened at approximately 10:15 a.m. on August 20, 2002.

The Meeting was called to order by Chairman Mike Greene who ascertained that a quorum was present. 

Meeting Attendance:
	Linda Clarke
	Exelon
	Wholesale/Ind. PM
	Member

	Curtis Griffin
	Mirant
	Wholesale/Ind. PM
	Member

	Paul Breitzman
	Garland Power & Light
	Wholesale Sales/Muni
	Representing J. Harder

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

	Bob Kahn
	Austin Energy
	T&DU/Muni
	Member

	Paul Brower
	Lower Colorado River Authority
	T&DU/LCRA
	Representing J. Beal

	Mike Greene
	TXU/ONCOR
	T&DU/IOU
	Member

	Clifton Karnei
	Brazos Electric Power Cooperative
	T&DU/Coop
	Member and proxy for M. Troell after 3 pm

	Mike Troell
	STEC
	T&DU/Coop
	Member

	Brian Tierney 
	AEP
	Retail Sales/IOU
	Member

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

	Vanus Priestley
	AES New Energy
	Retail Sales/Ind. REP
	Member and proxy for G. Taddune after 1pm

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

	Jerry Stapp
	Big Country Electric Cooperative
	Retail Sales/ Coop
	Member

	Milton Lee
	CPS
	Generator/Muni
	Member

	Steve Schaeffer
	Reliant Energy
	Generator/IOU
	Member

	Trudy Harper
	Tenaska
	Generator/Ind. Generator
	Member

	David Itz
	Calpine
	Generator/Ind. Generator
	Member

	John Stauffacher
	Dynegy
	Generator/Ind. Generator
	Member

	Suzi McClellan
	OPUC
	Consumer/OPUC/Residential
	Member and proxy for J. Hall

	Tom Payton
	Occidental Energy Venture Corp.
	Consumer/Industrial
	Member

	Bob Manning
	HEB Grocery
	Consumer/Commercial
	Member

	Rebecca Klein
	PUCT
	PUCT – Chair
	Member

	Tom Noel
	ERCOT
	ERCOT CEO
	Member

	Bill Bojorquez
	ERCOT
	
	Staff

	Cherie Broadrick
	ERCOT
	
	Staff

	Jim Galvin
	ERCOT
	
	Staff

	Steve Grendel
	ERCOT
	
	Staff

	Larry Grimm
	ERCOT
	
	Staff

	Shari Heino
	ERCOT
	
	Attorney

	Monte Jones
	ERCOT
	
	Staff/Acting Executive Vice President

	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

	Jennifer Taylor
	ERCOT
	
	Staff

	Heather Tindall
	ERCOT
	
	Staff

	Cheryl Yager
	ERCOT
	
	Staff

	Mark Walker 
	ERCOT
	
	Staff

	Ralph Weston
	ERCOT
	
	Staff

	Bob Helton
	ANP
	
	Guest

	Mark Dreyfus
	Austin Energy
	
	Guest

	Darrell Hayslip
	Calpine
	
	Guest

	Bill Gunst
	City Public Service
	
	Guest

	Dan Jones
	City Public Service
	
	Guest

	Steve Bartley
	City Public Service
	
	Guest

	Les Barrow
	City Public Service/TAC chair
	
	Guest

	Denise Stokes
	Competitive Assets
	
	Guest

	Les Dedrickson
	Constellation Power Source
	
	Guest

	Jeff Brown
	Coral
	
	Guest

	Barry Huddleston
	Dynegy/WMS Chair
	
	Guest

	Mark Bruce
	Electric Utility Restructuring Legislative Joint Interim Oversight Committee
	Guest

	Pat Wilkins
	Exelon
	
	Guest

	Jim Verna
	Exelon
	
	Guest

	Steve Shineman
	First Choice Power
	
	Guest

	Beth Garza
	FPL Energy
	
	Guest

	Diana Liebmann
	Haynes & Boone/Frontera Generation LP 
	Guest

	Brady Belk
	LCRA
	
	Guest

	Dottie Stockstill
	Mirant
	
	Guest

	Gwen Eklund
	Pavilion Technologies, Inc.
	
	Guest

	Sean Barry 
	PricewaterhouseCoopers
	
	Guest

	Ben Gaffaney
	PSI
	
	Guest

	Robby Abarca
	PUCT
	
	Guest

	Parviz Adib
	PUCT
	
	Guest

	Kevin Gresham
	Reliant Resources, Inc./PRS Chair
	
	Guest

	Suzanne Bertin
	Reliant Resources, Inc.
	
	Guest

	Walt Shumate
	Shumate & Associates
	
	Guest

	Paul Messerschmidt
	TECO Power
	
	Guest

	Wendell Bell
	Texas Public Power Association
	
	Guest

	Mark Zion
	Texas Public Power Association
	
	Guest

	Mark Smith
	TXI
	
	Guest

	Mike Jarboe
	TXU
	
	Guest

	Mike Shinn
	Xansa, Inc.
	
	Guest


Announcements


Chairman Mike Greene welcomed members of the Board, acknowledging Paul Breitzman with Garland Power & Light, as Jim Harder’s representative and Paul Brower with LCRA as Joe Beal’s representative for this meeting.

Approval of Minutes


Chairman Greene then requested approval of the minutes.  The minutes contained redlined changes from various Board members and were provided in the Board packet.  Vanus Priestley moved to approve the minutes from the regular Board meetings of May 21, 2002, June 17, 2002, and July 16, 2002 and the minutes of Executive Sessions held on May 30, 2002 and June 10, 2002, as provided.  Kathleen Magruder seconded the motion.  The motion was approved by a unanimous voice vote without objection or abstention.

ERCOT Progress Report


Next, Chairman Greene invited Tom Noel, ERCOT CEO, to the podium.  Mr. Noel gave a detailed presentation on ERCOT’s current status, recent progress, and activities.  Mr. Noel focused on improvements and continuing issues with retail mechanics and the 2003 budget process.  Mr. Noel announced that there would be a public meeting to allow public comment on ERCOT’s 2003 budget on September 10.  The Finance & Audit Committee is planning to present its recommendation to the Board at the September Board meeting and request Board approval of the recommended budget at the October Board meeting.  ERCOT expects to file for approval of an expected increase in its administrative fee with the PUCT on October 31.   Board members asked questions of Mr. Noel and discussed issues regarding the budget process and retail mechanics, including clarifications on budget categories and the upcoming market synchronization project.  Mr. Greene thanked Mr. Noel for his report and noted that the format would be helpful for providing future updates to the Board.

Market Services Update

 
Monte Jones, ERCOT Executive Vice President, reported on the status of current and planned future retail projects at ERCOT, including progress made and continuing issues.  Projects addressed by Mr. M. Jones included a long term solution for move-in and move-out issues, Texas SET 1.5 (retail testing), market synchronization, IDR data loading, resettlement, and the quick recovery team for ESI ID transaction issues.  Mr. M. Jones noted that ERCOT Staff had created a solution to the ESI ID lookup problem that allowed a greater than ninety-nine percent accuracy in looking up ESI IDs through the ERCOT Portal, a success rate far beyond what had been expected.  

Operations/Systems Update 


Sam Jones, Chief Operating Officer, then provided an update on ERCOT’s reliability and wholesale market operations:

(1) First, Mr. S. Jones noted that the peak consumption in the ERCOT Region so far this year has been 54,800 MWh, well below the record set two years ago of approximately 57,000 MWh.  

(2) Mr. S. Jones also reported that a miscalculation in the ERCOT system software had been found.  This miscalculation caused certain dispatched energy to be paid for as Local Balancing Energy Service instead of Out of Merit Energy Service.  This was due to the order in which the system determines whether a market solution exists and whether a bid is actually useable given the status of the rest of the system.  ERCOT Staff is working on a fix to this problem; part of this solution will be a manual workaround.  ERCOT Staff is also investigating 607 intervals from early May to early August in which the miscalculation may have occurred.  Resettlement may be necessary for some of these intervals.  The Board discussed whether notification to the Board and QSEs of large resettlements should be required, and Mr. S. Jones responded that he intended to report back to the Board if further investigation indicates a need for a substantial resettlement.

(3) Finally, as a follow up to the report given at the Board meeting in June 2002, Mr. S. Jones reported that NERC Control Performance Standard 1 (CPS 1) has been temporarily modified, removing the need for ERCOT to apply for a variance from CPS 1.  Mr. Jones also reported that the NERC Resource Subcommittee would recommend to the NERC Operating Committee that  ERCOT should be granted a permanent waiver from compliance with NERC Control Performance Standard 2 and a permanent increase in the limit for CPS1.

TAC Report

Les Barrow, the TAC Chair, reported regarding TAC’s recent activities:

(1) Protocol Revision Requests (PRRs).  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:

· 328PRR – Customer Service Establishment Notice – proposed effective date of September 1, 2002.  This PRR has a minor impact to the ERCOT IT systems, operating practices, staffing or business processes.  It revises the Protocol language removing the requirement that Move-In service establishment notices be sent to all Customers.

· 332PRR – Unit Resource Testing – proposed effective date of September 1, 2002.  This PRR impacts the ERCOT IT systems, operating practices, staffing and business processes.  Implementation of the system change to automate this function is pending ERCOT project management implementation.  Currently, there is a reasonable manual process in place that can provide this function until the system change can be implemented.  This PRR allows QSEs to notify ERCOT when units are in test status and addresses operating practices by prohibiting ERCOT from issuing resource-specific dispatch instructions while the resource is in the process of pre-commercial operation testing, required seasonal real and reactive testing, and testing necessary prior to and returning from annual planned maintenance.
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.

Board members discussed whether PRR 332 would apply to testing required by entities other than ERCOT, such as emissions testing.  ERCOT Staff will examine this possibility and determine what types of testing should be eligible.  Milton Lee moved to approve PRRs 328 and 332 as recommended by TAC.  David Itz seconded the motion.  The motion was approved by a unanimous voice vote with no objections or abstentions.  

(2) Other TAC Action.
(a) Generation Reserve Margin.  Mr. Barrow reported that TAC, and two of its subcommittees, had researched and discussed various premises for determining a minimum generation reserve margin for the ERCOT Region.  The varying results calculated were based upon a study performed by an outside consultant.  The results ultimately recommended by TAC were based upon inserting a different forced outage rate than the one originally used by the consultant.  Mr. Barrow reported that TAC recommended the following proposal (by a narrow margin):  
The ERCOT Board approve a recommendation for an initial ERCOT Region generation reserve margin of 12½ percent and that ERCOT Staff report this value to the PUCT.   The PUCT should also be informed that the margin could change based on the better data available in the future.  The PUCT should be asked to take this recommendation into consideration as it develops its rulemaking under 24255.

After discussion by the Board on the various factors affecting the suggested reserve margin (such as the two percent variance for load uncertainty), John Stauffacher moved to approve this recommendation.  Mr. Lee seconded the motion.  The motion was passed by a voice vote with opposing votes from Suzi McClellan and Jill Hall (through Ms. McClellan as her proxy).  It was noted that the original TAC recommendation included requiring a new study every two years; however, after discussion, the Board members did not change the language already approved, noting that the margin would be analyzed in the future regardless of whether the Board adopted a certain time frame for such analysis.  PUCT Chair Becky Klein noted that the Commission would expect further analysis of the issue during the Commission’s rulemaking on the subject.  Vanus Priestley pointed out that this issue had not been noticed for a vote in the Board agenda.  Therefore, Mr. Priestley moved that the Board waive notice on the vote regarding the generation reserve margin.  Mr. Stauffacher seconded the motion, and it was passed by unanimous voice vote with no objections or abstentions.  

(b) Mr. Barrow also reported the other following actions taken by TAC:

· TAC confirmed Read Comstock of Strategic Energy as RMS Vice Chair.

· The Load Profiling Guides (LPG) were approved by TAC as submitted by RMS.  These Guides establish the process for defining new profiles or changing existing profiles.

· TAC approved five System Change Requests (SCRs) to be added to the system change master list and taken through the prioritization process.

· The TAC Governance Task Force continues to review effectiveness of TAC Subcommittee governance structure and procedures.

· TAC approved two Operating Guide Revisions, OGRR 107 and OGRR 109.

· TAC approved the Black Start Training Plan recommended by ROS. 

Board Governance Working Group Update:

David Itz, on behalf of the Governance Working Group reported on the development of the ERCOT Mission Statement and Corporate Goals.  Mr. Itz moved to adopt the Mission Statement and Corporate Goals as provided in the board packet.  Brian Tierney seconded this motion.  The motion was approved by a unanimous voice vote with no objections or abstentions.  
Mr. Itz then discussed the Position Description for Member of the ERCOT Board of Directors.  He noted that changes to the document had been requested since it had been distributed with the Board packet.  A revised copy was provided.  Board menders discussed these changes and made additional changes to the document.  Mr. Itz moved to adopt the “Position Description for Member of the ERCOT Board of Directors” as revised.  Tom Payton seconded this motion.  The motion was approved by a unanimous voice vote with no objections or abstentions.   A clean copy of the final adopted version of the Position Description document was distributed to Board members and guests during the meeting.

Chairman Greene provided an update on work done by the Governance Working Group and others to discuss the timelines and issues regarding several alternatives for an ERCOT Board Structure that would meet the recommendations of the Electric Utility Restructuring Legislative Joint Interim Oversight Committee while still complying with PURA.  Mr. Greene noted that many parties were involved in this effort, including PUCT Staff, legislative representatives, and ERCOT Staff.  A document containing several potential proposals and the timelines necessary to implement each was provided to Board members prior to the meeting.  Mr. Greene noted that more work on these proposals would be needed quickly in order to implement a proposal in the manner desired by the Electric Utility Restructuring Legislative Joint Interim Oversight Committee.  The Governance Working Group is expected to report again on this matter at the next Board meeting with further information and timelines.  PUCT Chair Becky Klein complimented all who had worked to put together these proposals.

Request for Records and Information Policy

Margaret Pemberton, ERCOT General Counsel, reported that ERCOT had revised its approach to ERCOT’s policy for handling requests for information from the public from explaining how ERCOT would handle such requests internally to explaining how the public could make requests to ERCOT.  ERCOT Staff worked with representatives of the PUCT, consumer groups, and the legislature to develop the policy.  Ms. Pemberton noted that this policy would streamline the process of handling requests for information and is not expected to create additional burden on ERCOT resources.  ERCOT plans to add the policy, and the related request form, to its website.

ERCOT Construction Update


Tom Sweatman, a consultant assisting with project management of the Taylor facility construction, provided an update on the progress of construction for the Taylor facility.  Mr. Sweatman showed slides of the almost-completed Taylor facility.  He noted that current cost estimates for the Taylor project were below original planned estimates.  Installation of equipment at the Taylor facility has begun, and ERCOT Staff plans to begin moving in on October 15, 2002.  Tom Noel commended Mr. Sweatman and Square One on their efforts on the construction projects for both the Austin and Taylor facilities.

Finance & Audit Committee Report

Milton Lee reported that the Finance & Audit Committee received an update on credit in the market.   They also considered a proposal of the Creditworthiness Working Group to begin accepting guarantees from foreign parent companies.  Further work was to be done and a revised proposal made at the next meeting.  Mr. Lee then introduced Sean Barry, of PricewaterhouseCoopers (PwC).  Mr. Barry reported that the SAS 70 audit is on track and that the operational audit would begin in September.  Mr. Barry noted that the scope of the operational audit would be similar to that of last year, i.e. it would cover control room activities.  Mr. Barry also noted that PwC had met with the chairs of various ERCOT committees to seek their input on the operational audit process.

Financial Update


Cheryl Yager, ERCOT Treasurer, reported, on behalf of Maxine Buckles who could not attend the meeting, that ERCOT is, on the whole, better than budget at this time.  Ms. Yager then presented the preliminary figures summarizing ERCOT’s results of operation and capital expenditures for the year to date through July 31, 2002.  Ms. Yager also provided comparisons of actual to budget for certain line items that contributed to the overall financial position.  She pointed out that one reason ERCOT is currently under budget is that ERCOT has not filled all authorized staff positions. Board members then discussed various budget and finance issues.

Executive Session


The Board then met in executive session to discuss charges for version 1.4 of communications readiness testing of market participants (the Independent Third Party Test Administrator fee) and funding for PUCT Market Oversight Division activities.

Adjournment

The Meeting was adjourned at approximately 4:00 p.m.  The next Board Meeting will take place on Tuesday, September 17, 2002, at ERCOT’s offices in Austin, and the October Board meeting will take place on Tuesday, October 15, 2002 at ERCOT’s offices in Austin.

__________________________________

Margaret Pemberton, Corporate Secretary
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