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DRAFT MINUTES OF THE ERCOT BOARD OF DIRECTORS MEETING

Airport Hilton
Austin, Texas

1:00 p.m.

December 18, 2001

Pursuant to notice duly given, the Meeting of the Board of Directors of the Electric Reliability Council of Texas, Inc. convened at approximately 1:25 p.m. on December 18, 2001.

The Meeting was called to order by Tom Noel who ascertained that a quorum was present. 

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

	Curtis Griffin 
	Mirant Corporation
	Sales/IND
	Member 

	Jill Hall
	(Residential Consumer)
	Consumer/Residential
	Member 

	Jim Harder
	Garland Power & Light
	Sales/Muni
	Member 

	Trudy Harper
	Tenaska
	Generator/IND
	Member 

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

	David Itz
	Calpine
	Generator/IND
	Member

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

	Kathleen Magruder
	New Power Company
	Retail Sales/Ind REP
	Member

	Bob Manning
	HEB Grocery
	Consumer/ Commercial
	Member

	Chuck Manning
	Austin Energy
	T&DU/Muni
	Member 

	Suzi McClellan
	Office of Public Utility Counsel
	Consumer/OPUC/

Residential
	Member

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

	Tom Noel
	ERCOT
	
	Member/CEO

	Tom Payton
	Occidental Energy Services
	Consumer/Industrial
	Member

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

	Steve Schaeffer
	Reliant Energy
	Generation/IOU
	Member

	Jerry Stapp
	Big Country Electric Coop.
	Coop
	Member

	John Stauffacher
	Dynegy
	Generator/IND
	Member 

	Gillan Taddune
	Green Mountain Energy
	Retail Sales/Ind REP
	Member

	Brian Tierney 
	AEP
	Generator/IOU
	Member

	Mike Troell
	STEC
	T&DU/Coop
	Member

	Max Yzaguirre
	Chairman of the Public Utility Commission of Texas
	
	Ex Officio Member

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

	Ross Phillips
	Lower Colorado River Authority
	T&DU/Coop
	Representing Member Joe Beal

	Maxine Buckles
	ERCOT
	
	Staff/CFO

	James Cohea
	ERCOT
	
	Staff

	Sam Jones
	ERCOT
	
	Staff/COO

	David Kasper
	ERCOT
	
	Staff

	Michelle Mellon-Werch
	ERCOT
	
	Staff

	Cheryl Moseley
	ERCOT
	
	Staff

	Margaret Pemberton
	ERCOT
	
	Staff/GC & Secretary

	Mike Petterson
	ERCOT
	
	Staff

	Heather Tindall
	ERCOT
	
	Staff

	Jennifer Taylor
	ERCOT
	
	Staff

	Kent Saathoff
	ERCOT
	
	Staff

	Mark Walker
	ERCOT
	
	Staff

	Ralph Weston
	ERCOT
	
	Staff

	Richard Ross
	AEP
	
	Guest

	Barry Smith
	AEP
	
	Guest

	Pat Wilkins
	AES Deepwater
	
	Guest

	Bob Helton
	ANP
	
	Guest

	Mark Dreyfus
	Austin Energy
	
	Guest

	Marianne Carroll
	Carroll & Gross, LLP
	
	Guest

	Les Barrow
	City Public Service/TAC Chair
	
	Guest

	Steve Bartley
	City Public Service
	
	Guest

	Nelson Clare
	City Public Service
	
	Guest

	Bill Gunst
	City Public Service
	
	Guest

	Dan Jones
	City Public Service
	
	Guest

	Denise Stokes
	Competitive Assets/FPL Energy
	
	Guest

	Clayton Greer
	Constellation Power Source
	
	Guest

	Sharon Mays
	Denton Municipal Electric
	
	Guest

	Barry Huddleston
	Dynegy
	
	Guest

	Mark Bruce
	Electric Utility Restructuring Legislative Joint Interim Oversight Committee
	
	Guest

	James Striedel
	Entergy Solutions Ltd. 
	
	Guest

	Richard Schmidt
	Formosa Plastics Corp.
	
	Guest

	Beth Garza
	FPL Energy
	
	Guest

	Tom Darte
	GEUS
	
	Guest

	Gene Ballew
	Halliburton Company
	
	Guest

	Dottie Stockstill
	Mirant
	
	Guest

	Paula DiFonzo
	New Braunfels Utilities
	
	Guest

	David Werley
	New Braunfels Utilities
	
	Guest

	Suzanne Bertin
	New Power
	
	Guest

	Kim Godfrey
	PG&E National Energy Group
	
	Guest

	Robbie Abarca
	PUCT
	
	Guest

	Parviz Adib
	PUCT
	
	Guest

	Gerri Eaton
	PUCT
	
	Guest

	Connie Corona
	PUCT
	
	Guest

	Eric Schubert
	PUCT
	
	Guest

	Jess Totten
	PUCT
	
	Guest

	John Meyer
	Reliant Resources
	
	Guest

	Kevin Gresham
	Reliant Resources
	
	Guest

	Walt Shumate
	Shumate & Associates
	
	Guest

	Carol Biedrzycki
	Texas Ratepayers Organization
	
	Guest

	Randall Chapman
	Texas Legal Services Center
	
	Guest

	Ferdie Rodriguez
	Tex-La Electric Coop.
	
	Guest

	Bruce Walter
	Tex-La Electric Coop.
	
	Guest

	Jim Neeley
	TNMP
	
	Guest

	Wendell Bell
	TPPA
	
	Guest

	Mark Zion
	TPPA
	
	Guest

	Charles Jenkins
	TXU
	
	Guest


Election of Chair and Vice Chair
Mr. Noel introduced the topic of election of the Chair.  Suzi McClellan nominated Jack Hawks for Chair of the 2002 Board.  Mr. Hawks accepted the nomination.  There were no other nominations.  Bob Manning made a motion to close nominations and Brian Tierney seconded.  Mr. Noel then called for a vote and Mr. Hawks was elected by a voice vote.  Mr. Hawks briefly stated what he feels are goals of the Board for the upcoming year, including: continued focus on the successful integration and equal emphasis of the reliability and market operations responsibilities of ERCOT;  continuation of monthly system and operations reports; continued successful collaboration of the stakeholder process;  a productive working relationship with NOIEs and a special focus on using the lessons learned in building the wholesale market to assist in creating a robust retail market.  

Mr. Hawks then opened the floor to nominations for Vice Chair of the 2002 Board.  Jim Harder nominated Milton Lee.  Mr. Lee accepted the nomination.  No other nominations were offered.  Mr. Hawks then called for a vote and Mr. Lee was elected by a voice vote.  

Next, Mr. Hawks introduced the topic of Board approval of the appointed Consumer Directors: Jill Hall (Residential Consumer), and Bob Manning (Commercial Consumer).  The Board unanimously approved these appointments by voice vote.  

Approval of Minutes of the November 18, 2001 Meeting

Mr. Hawks asked if there were any changes to the minutes of the November 18th Board Meeting or the Executive Committee Meeting minutes.  Mike Troell moved to approve both sets of minutes.  David Itz seconded the motion.  The motion passed without objection by a voice vote.  Doug Keegan abstained. 

Mr. Hawks next asked all of the new Board Members to introduce themselves and state their company affiliation.  The following new members introduced themselves:  Doug Keegan from Constellation Power Source, Gillan Taddune of Green Mountain Energy, Kathleen Magruder of The New Power Company, Vanus Priestley of AES New Energy, Steve Shaeffer of Reliant Energy and Jerry Stapp of Big Country Electric Cooperative.  

TAC Report

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

(1) Protocol Revision Requests (PRRs).  The Protocol Revisions Subcommittee (PRS) met, discussed the issues, and submitted Recommendation Reports to TAC regarding the PRRs listed below.  The following 19 PRRs were approved by TAC and recommended to the Board for final approval:

· 272PRR – Add Distribution Zone to Data Query  –  proposed effective date to be upon implementation of Texas SET version 1.5 – This PRR provides the addition of a Distribution Zone (DZ) field, which is needed to identify the NERC Region in which each ESI ID is located (the ERCOT Region, Southwest Power Pool - SPP, the Southeastern Electric Reliability Council - SERC, Western Systems Coordinating Council - WSCC).  ERCOT staff has determined this Protocols change will require a systems change.  

· 285PRR – OOMC Premium – proposed to be effective 01/01/02 – This PRR provides clarification of the payment due a QSE when an OOMC payment is not sufficient to cover the cost of providing RPRS service.  The PRR as approved by TAC, provides for the costs of providing the service plus a premium of an additional 10% of those costs.  The proposed language will make the form of the OOMC payment language consistent with the form of the OOME payment.  [As originally proposed, the premium would have been 20%.]  A straw proposal is to be drafted by AEP for development of a floor price.

· 294PRR – Clarify LSE Load Ratio Share Data Requirements – proposed to be effective 01/01/02 – This PRR provides that Day Ahead Ancillary Service Obligations will be assigned based on load ratio share data, by LSE, and aggregated on that basis at the QSE level.  Because this change modifies a Phase II feature, TAC approved this PRR to be implemented concurrent with PIP 144. 

· 297PRR – LaaRs & BULs Provisional Qualification – proposed to be effective 1/01/02 – This PRR will allow provisional qualification of LaaR and BUL providers, if appropriate equipment and communications can be verified.  These providers would be still required to meet full qualification requirements as soon as practicable.
· 298PRR – Revise Settlements Calendar – proposed to be effective 01/01/02 – This PRR provides changes to the Settlement Payment Calendar for Initial Statements and Final Statements only.  Initial Statements shall be issued on Day 17 after the Operating Day (currently 3 days), and Final Statements will be issued on Day 59 after the Operating Day (currently 45 days).  The Initial and Final Invoice dates shall remain the same.  This change will allow for more complete metering information for the settlement and billing process.  In addition, the payment schedule will change to require QSEs to make payments on the Invoice due date to ERCOT, by close of that bank business day, and ERCOT will remit payment due to QSEs on the following bank business day.  [Currently, payments to ERCOT are made by 10:00 am and EROT makes payments by 2 pm on the same day.]

· 300PRR – TCR Congestion Management – proposed to be effective 01/01/02 – This PRR provides for the direct assignment of zonal congestion costs for resolving zonal congestion to the QSEs responsible for zonal congestion.  It includes the implementation of Transmission Congestion Rights (TCRs) to provide a financial hedge for such directly assigned costs, TCR auctions, and provisions for Pre-assigned Congestion Rights (PCRs). 

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

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

David Itz moved to accept PRRs 272, 285, 294 and 298 as approved by TAC and Jim Harder seconded.   The Directors discussed the impacts of PRR298 and its effect on settlements statements.  Jim Galvin, Manager of Settlements and Billing at ERCOT, answered several questions.  Mr. Barrow then asked that the Board consider one change to PRR294 to clarify that ERCOT may use initial settlement data to determine QSE Ancillary Service allocations used in day ahead scheduling.  Mr. Itz amended his motion to remove PRR298 from the motion on the table and Mr. Harder accepted the amendment.  The motion passed without objection by a voice vote.

Next, the Board discussed PRR297.  Tom Payton stated that the description of this PRR shown on the overhead was not what TAC had approved.  Mr. Payton stated that what had been approved by TAC included language modifications clarifying that loads not previously providing interruptible service to their native utility that meet the qualifications stated, would be allowed to be provisionally qualified.  Mr. Barrow confirmed that the PRS and TAC had accepted such modifications and that provisional qualification would be available to any load providing LaaR or BUL service to ERCOT.  John Stauffacher made a motion to approve PRR297 as approved by TAC and Doug Keegan seconded.  The motion passed without objection by a voice vote.

The Board discussed PRR298 and the effect of the delay of the change in the settlements calendar.  The Chair remanded PRR298 to TAC for further consideration and clarification at its January meeting.  

Vanus Priestley moved to approve PRR 300 as approved by TAC and Ross Phillips seconded.  Jill Hall raised the proposal circulated by Dr. Parviz Adib, Director of the Market Oversight Division (MOD) at the PUCT, and moved to amend the motion in order to amend PRR300 to include the language proposed by MOD.  Dr. Adib explained the reasons for the proposal and MOD’s concern. The Board discussed the proposal.  In response to questions raised, Dr. Adib stated that he did not believe the ownership limitation on TCRs by one party would impair liquidity and clarified that the limitations imposed by this proposal are intended to restrict affiliated market participants and not contracting parties.  Mr. Barrow presented a timeline of events leading up to direct assignment.  Messrs. Priestley and Phillips accepted the amendment of the language to Section 7.5.3.2.2 of the PRR so that the amendment to PRR300 read as follows:

(12)
An interim limit of 25% is imposed on the total amount of TCRs available on each CSC that a Market Participant may own and/or control.  ERCOT stakeholders will work with the Market Oversight Division of the Public Utility Commission of Texas to develop a solution to address this issue by June 1, 2002, or when such solution is finalized, whichever is earlier.

The motion carried by a voice vote without objection.  
(2)
Other TAC Actions: 

(a)
Phase 2.  TAC recommends approval of the following Phase 2 items, with 10 days notice to Market Participants prior to implementation:

· PIP 110 (partial) - Treatment of ramping activities as instructed deviations (January 1, 2002)

· PIP 144 - A/S obligations calculated at LSE level rather that QSE level using current relationships (mid-January, 2002)

· PRR 279 - (January 1, 2002)

· PRR 294 - (mid-January, 2002)

(b) Inter-QSE trades.  The ERCOT system does not currently consider Inter-QSE trades in assigning CSC impact, however, a system change to consider Inter-QSE trades in assigning CSC impact should be completed sometime in March 2002. 

(c)
Shift Factors.  The ERCOT system is moving from using annual average shift factors to monthly average shift factors.  PRR 300 had called for using actual shift factors.  WMS was directed to determine the market impact on the amount of balancing energy being deployed and on the MCPE using various shift factors when clearing zonal congestion. 
(d)
TCR Amounts and CRE Identification.  According to PRR 300, ERCOT will determine TCR auction amounts and PCRs.  The Board asked that WMS review the Closely Related Elements and Boundary Generation Units lists and make a recommendation to TAC on January 3rd.  TAC could then make a recommendation to the Board on January 15th.  Auction notices will follow. 

(e)
BENA Uplift Charges – Separate Components .  PRS was instructed to prepare an appropriate PRR that would separate uplift charges in BENA into separate line items on settlement statements. 

(f)
SCA Frequency Control Issues Raised By ROS.  ROS has been investigating frequency performance in the ERCOT Region since ERCOT became a single control area.  There are NERC issues involved.  ROS is unsure if this is a reliability problem.  ROS is unable to investigate QSE SCA performance due to confidentiality concerns.  ROS is working with ERCOT Compliance and Operations to resolve these issues, which might possibly require the help of a consultant.

Systems and Market Update

Sam Jones stated that NERC has certified ERCOT as a control area operator.  Mr. Jones participated in the Department of Energy panel discussion in Washington on December 7th regarding the development of wholesale electrical standards and the use of a single organization for both reliability and commercial business standards.  

Mr. Jones updated the Board on the current status of the following readiness measures:   

a. The successful migration to Texas SET 1.4 was completed as of December 17, 2001. 

b. As of December 17, 2001, 104,000 total valid customer switches have been processed by ERCOT since the beginning of the pilot.  

c. Type 867 transactions are flowing; PricewaterhouseCoopers confirmed ERCOT’s throughput on December 13, 2001. The contingency plan is complete and will be tested in January.  

d. Successful testing of AREP transfer was completed over the December 15th weekend.  This included three full volume days of testing.  

e. ESI Maintenance (814_20) volume is complete, upgrades have been installed and all backlog has been eliminated. 

f. Outage Notification Process is a non-ERCOT issue and is being handled by TDSPs and CRs.

g. Meter reads in ERCOT database are complete as of December 10, 2001. 

h.
There was an A/S issue on Dec. 11, 2001 regarding Load Ratio Shares; the issue was quickly identified and resolved.  

Mr. Jones stated that ERCOT is confident it can support the full retail market opening on January 1, 2002.  

Next, Mr. Jones introduced Sean Barry from PricewaterhouseCoopers who reported on the audits in progress and completed by PricewaterhouseCoopers.  PwC tested the accuracy of the status of customer switches for November 23rd.  PwC has also completed its audit on the throughput speed of 867.03 transactions and will issue a report shortly.  The auditors found that on the last two days tested, the speed was at least as fast as or faster than required by Protocols.  

Ratify Officers of ERCOT
Mr. Hawks stated that the Board needed to ratify the appointment of the officers of ERCOT for the year 2002.  Tom Noel read the slate of officers.  Jill Hall made a motion to approve the following resolution:

WHEREAS, pursuant to the ERCOT Bylaws effective December 18, 2001, the ERCOT Board of Directors shall annually elect or appoint the officers of the corporation.  

WHEREAS, the ERCOT Board of Directors recognizes the continued service of Tom Noel, Sam Jones, Maxine Buckles and Margaret Pemberton.

THEREFORE, BE IT RESOLVED, that the ERCOT Board of Directors hereby ratifies the appointment of the following officers of ERCOT for the Year 2002:

Thomas E. Noel

Chief Executive Officer and President

Sam R. Jones

Chief Operating Officer and Executive 

Vice President

Maxine N. Buckles

Chief Financial Officer 

Margaret Uhlig Pemberton
General Counsel and Secretary
David Itz seconded the motion, which passed without objection by a voice vote. 

Tom Noel discussed planning a Board retreat to conduct training, which would include a Board Meeting. Mr. Noel proposed to begin one afternoon and end by late afternoon of the next day.  Kathleen Magruder stated that she would find it very helpful and would welcome a retreat sooner rather than later.  No objections were raised.

Mr. Noel then raised the issue of when the Board should meet.  Several members requested a change of date of the meeting.  Consensus of the Board was to continue meeting on the third Tuesday of the month.  The Board retreat will be planned for January 14-15, 2002 at the Canyon of the Eagles in Burnet, Texas.  
Appointment of Governance Committee Chair

Margaret Pemberton, General Counsel of ERCOT stated that the Bylaws require the Board to appoint a Chair of a Governance Committee that must meet in January.  Mike Greene moved to appoint John Stauffacher Chairman of the Governance Committee to convene the committee in accordance with the Bylaws.  Milton Lee seconded the motion, which motion passed without objection by a voice vote. 

Request of Tex-La as Adjunct Member
Ms. Pemberton stated that Tex-La Electric Cooperative of Texas, Inc., a prior member of ERCOT, has applied for Adjunct Membership in ERCOT.  The Bylaws changes adopted in October of 2001 created an unintended result of omitting criteria which would permit Tex-La to be a Corporate or Adjunct Member.  As an Adjunct Member, Tex-La would be able to keep up with the latest developments in ERCOT and offer input as it has in the past.

David Itz moved to accept Tex-La Electric Cooperative of Texas, Inc. as an Adjunct Member in ERCOT.  Tom Payton seconded the motion.   The motion passed without objection by a voice vote.   

Finance & Audit Committee Report

Mike Greene reported that the Finance & Audit Committee met at 9:00 a.m. prior to the Annual Meeting of the Membership.  Mr. Greene reported that the Committee discussed the suspension of Enron Power Marketing as a QSE.  The Committee discussed communications at ERCOT with the Board on this issue and ways to improve these communications.  Next, Mr. Greene stated that PwC had discussed its audits, including those in progress and those completed in recent months to the Committee.   Mr. Barry came forward and briefly listed the audits recently completed (BENA calculations, customer switching), in progress (operational audit) and scheduled for the near future (financial audit).  Mr. Greene asked the Independent Retail Electric Providers to designate a representative to join the Committee and reiterated that the meetings are open to anyone who wishes to attend.  The Finance and Audit Committee has two working groups, the Credit Working Group and the Finance Working Group, and all members are invited to send representatives to these groups to participate.  Next, Mr. Green stated that the Committee recommends PricewaterhouseCoopers as the independent financial auditor of ERCOT for 2001 and moved that the Board ratify this appointment.  Steve Shaeffer seconded the motion, which passed without objection by a voice vote. 

Financial Report

Ms. Buckles then discussed the following financial issues with the Board:
(1) ERCOT is working through the Bankruptcy filings and will determine how to proceed with Enron’s bankruptcy as it has affected ERCOT.

(2) ERCOT distributed a RFP to 8 entities and received approximately 6 responses to its RFP for long-term financing.  ERCOT Staff is reviewing the proposals.  Currently ERCOT has a $110 million Commercial Paper program, which is rated A-1+/P-1 and is supported by a $110 million letter of credit with JPMorgan Chase and Helaba.  On December 13th and 14th, ERCOT met with rating agencies to begin the process to obtain a credit rating.  She expects ERCOT to receive rating indications by the end of the first quarter of 2002.  

(3)
Monthly Financials.  Ms. Buckles then presented Board Members with the preliminary figures summarizing ERCOT’s results of operations and expenditures for this year as of November 30, 2001. Ms. Buckles also provided comparisons of actual and forecasted income and budget and 2000 and 2001 Mwh variance analyses.  

Other Business
Mr. Noel mentioned that ERCOT Staff Directories are available for all Board Members.  The Board discussed seating arrangements at the Board Meetings.  The Board requested that ERCOT Staff move seating around at each Board Meeting to allow Board Members to meet and converse with a larger and more diverse group of people.  

The Meeting was adjourned at approximately 3:40 p.m.  The next Board Meeting will take place on Tuesday, January 15, 2002 at the Canyon of the Eagles in Burnet, Texas and the following meeting will be on February 19, 2002, at the Met Center in Austin.

__________________________________

Margaret Pemberton, Corporate Secretary
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