
APPROVED MINUTES OF THE ERCOT BOARD OF DIRECTORS MEETING

Renaissance Hotel

Austin, TX
1:00 p.m.

December 17, 2002

Pursuant to notice duly given, the Meeting of the Board of Directors of the Electric Reliability Council of Texas, Inc. convened at approximately 1:00 p.m. on December 17, 2002.

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

Meeting Attendance:

Board members:

	Bob Manning
	H-E-B Grocery Co.
	Consumer/Commercial
	Present

	Tom Payton
	Occidental Energy Ventures Corp.
	Consumer/Industrial
	Present

	Suzi McClellan
	Office of Public Utility Counsel
	Consumer/OPUC/

Residential
	Present

	Jill Hall
	Residential Consumer
	Consumer/Residential
	Present - Holding S. McClellen’s proxy after 5pm

	Jerry Stapp
	Big Country Electric Coop.
	Coop
	Segment Alternate serving in place of C. Karnei

	Mike Troell
	STEC
	Coop
	Present

	Trudy Harper
	Tenaska
	Ind Generator
	Present - Represented by B. Huddleston after 5pm

	David Itz
	Calpine
	Ind Generator
	Present

	Doug Keegan
	Constellation Power Source
	Ind PM
	Present

	Dottie Stockstill
	Mirant Americas E.M.
	Ind PM
	Present

	Frank Lacey 
	Strategic Energy
	Ind REP
	Present

	Scott Hart
	Texas Commercial Energy
	Ind REP
	Segment Alternate serving in place of D. Veiseh

	Mike Greene 
	TXU/ONCOR
	IOU
	Present

	Steve Schaeffer 
	Reliant Energy
	IOU
	Present - Represented by B. Tierney after 3 pm

	Paul Brower
	Lower Colorado River Authority
	LCRA
	Designated Alternate representing Joe Beal

	Bob Kahn
	Austin Energy
	Municipal
	Present

	Milton Lee
	City Public Service/San Antonio
	Municipal
	Present

	Rebecca Klein
	Public Utility Commission of Texas
	PUCT Chairman
	Present

	Tom Noel
	ERCOT
	CEO
	Present


ERCOT Staff and Guests:

	Maxine Buckles
	ERCOT Staff/CFO

	Margaret Pemberton
	ERCOT Staff/General Counsel

	Monte Jones
	ERCOT Consultant

	Sam Jones
	ERCOT Staff/COO

	Ken Shoquist
	ERCOT Staff/CIO

	Ray Giuliani
	ERCOT Staff/CMO

	Gary Stroud
	ERCOT Staff

	Bill Bojorquez
	ERCOT Staff

	David Kasper
	ERCOT Staff

	Mark Walker 
	ERCOT Staff

	Ralph Weston
	ERCOT Staff

	Andrew Gallo
	ERCOT Staff

	Jim Galvin
	ERCOT Staff

	Cheryl Yager
	ERCOT Staff

	Vanessa Spells
	ERCOT Staff

	Cheryl Moseley
	ERCOT Staff

	Kent Saathoff
	ERCOT Staff

	Heather Tindall
	ERCOT Staff

	Steve Myers
	ERCOT Staff

	Ken Donohoo
	ERCOT Staff

	Barby Harris
	ERCOT Staff

	Shari Heino
	Attorney for ERCOT

	Trip Doggett
	Consultant for ERCOT

	Tierney, Brian
	AEP Service Corp (IOU Segment Alternate)

	Huddleston, Barry
	Dynegy Power Corp (Ind. Generator Segment Alternate)

	Harder, Jim
	Garland Power & Light (Municipal Segment Alternate)

	Richard Ross
	AEP

	Cecelia Valencia
	Air Liquide

	Vicki Sandler
	APS Energy Services

	Mark Dreyfus
	Austin Energy

	Oscar Robinson
	Austin White Lime

	Jeff Holligan
	BP

	Billy Helpert
	Brazos Electric

	Jeff Brown
	Coral Power

	Denise Stokes
	Competitive Assets

	Clayton Greer
	Constellation

	Les Barrow
	CPS/TAC Chair

	William C. Grant
	CPS

	Mike Toney
	Equistar Chemicals

	Pat Wilkins
	Exelon

	Paul Messerschmidt
	Frontera (TECO Energy Inc.)

	Greg Ramon
	Frontera (TECO Energy Inc.)

	Terri Eaton
	Green Mountain Energy Company

	John Stauffacher
	independent

	Parviz Adib
	PUCT

	Jess Totten
	PUCT

	Kevin Gresham
	Reliant Resources, Inc.

	Vicki Oswald
	Reliant Resources, Inc.

	Walt Shumate
	Shumate & Associates

	Ray Stanley
	SMI - Texas

	Jim Fritsch
	SMI - Texas

	Read Comstock
	Strategic Energy

	Cesar Seymour
	Tractebel Energy

	Rafael Lozano
	Texas Independent Energy

	Wendell Bell
	Texas Public Power Association

	Mark Smith
	TXI

	Mike Jarboe
	TXU

	Jim Reynolds
	Utility Choice Electric


Announcements


Chairman Mike Greene welcomed the newly seated 2003 ERCOT Board members, recognizing several alternates as shown in the attendance list above.  Mr. Greene commented that the Segment Alternates for six of the Segments of the ERCOT Membership were new to the Board structure this year.  A Segment Alternate will participate and vote at Board meetings when a Director from his or her Segment cannot attend.

Election of Chair and Vice Chair

Mr. Greene noted that the first order of business for the new Board was to elect a Chair and Vice Chair.  Jerry Stapp moved to elect Mike Greene as Chair and Bob Manning as Vice Chair.  Milton Lee seconded the motion.  The motion was approved by a unanimous voice vote without objection or abstention.
Approval of Minutes


Chairman Greene requested comments on and approval of the last meeting’s minutes.  Margaret Pemberton noted suggested amendments regarding the RMR discussion from Bob Kahn of Austin Energy and Brian Tierney of AEP.  Jerry Stapp moved to approve the minutes as amended.  Paul Brower seconded the motion.  After a discussion, the motion was approved by a unanimous voice vote without objection or abstention.

Executive Session

The Board then met in executive session to discuss issues regarding RMR Agreements, Default QSE selection, and ERCOT personnel issues.

RMR Working Group Update

Bob Manning, chairman of the Board’s RMR Working Group, reported that during the last month, a working group of Board members had met to discuss the RMR Agreement issues assigned to them at the November 2002 Board meeting.  Bob Manning reported that after significant consideration, the Working Group Board Members decided that the Board’s role should be in establishing procedures and criteria for RMR Agreements rather than taking action on each on RMR Agreement.

ERCOT Operations Report


Next, Chairman Greene invited Tom Noel, ERCOT CEO, to the podium.  Mr. Noel reported briefly on the current status of RMR contracts, Default QSE services, and transmission projects.  Mr. Noel also recognized Gary Stroud, ERCOT’s new Human Resources Director.  Mr. Noel then noted that Monte Jones of the Feld Group would be leaving ERCOT shortly as the Feld Group’s contract with ERCOT would soon be completed and ERCOT’s new officers, Ken Shoquist and Ray Giuliani, had been hired.
Default QSE Report


Milton Lee, chair of the Finance and Audit Committee (“F&A Committee”), asked Maxine Buckles, ERCOT CFO, to summarize the recent discussions of the F&A Committee regarding selection of a Default QSE for 2003.  Ms. Buckles reported that two entities had responded to ERCOT’s RFP for Default QSE services, but neither of the entities’ proposals was completely responsive to the RFP.  Ms. Buckles explained that ERCOT had begun negotiations with one of the bidders, and this entity had raised issues of liability regarding potential default of a Load Serving Entity (“LSE”) while being served by the Default QSE. Ms. Buckles pointed out that ERCOT Staff and the F&A Committee believed that more analysis should be done with respect to this issue.  In the meantime, ERCOT Staff proposed executing a three month contract for Default QSE services for a standby fee of $30,000 per month.  During that time, the Credit Working Group will meet to discuss the credit issues associated with such defaults.  After a discussion of the ramifications of credit risk of a defaulting LSE, Milton Lee moved to authorize ERCOT Staff to negotiate and execute a contract with one of the two bidders for approximately 90 days at a cost of $30,000 per month with the understanding that, under such a contract, the costs associated with a defaulting LSE would be uplifted to the market as UFE.  Mike Troell seconded the motion.  The motion was approved by a voice vote with Tom Payton and Trudy Harper abstaining due to conflicts of interest.
Market Services Update

 
Monte Jones of the Feld Group provided a report on Market Services at ERCOT, including status of key initiatives.  Mr. M. Jones noted that he would create a final written report on the efforts of the Feld Group during the term of their contract.

Operations/Systems Update 


In his update to the Board, Sam Jones, Chief Operating Officer, provided a sample checklist of items to be completed by ERCOT Staff prior to execution of an RMR Agreement.  Mr. Jones also reported that ERCOT was becoming more involved in supporting transmission projects, including those at the 138 kV level.  Mr. Jones noted that ERCOT would, for example, issue a letter of support for LCRA’s Twin Buttes 138 kV line project.   

Mr. Jones then described the testing of the new software code created to determine correctly whether a market solution existed for resolving local congestion.  Mr. Jones reported that new software appears to be working.  ERCOT will begin to resettle the days since early May during which market solutions may have been incorrectly identified.  Finally, Mr. Jones noted the recent implementation of relaxed Balanced Schedules.  
 TAC Report

Mr. Greene invited Les Barrow, the TAC Chair, to give a report on recent TAC activities.  Mr. Greene thanked Mr. Barrow for his two years of service as TAC Chair.  Mr. Barrow reported on the following items:

(1) Protocol Revision Requests (PRRs).  The Protocol Revisions Subcommittee (PRS) met this past month, discussed various PRRs and submitted recommendations to TAC regarding several PRRs.  The following PRRs were approved by TAC and recommended to the Board for final approval:
· 357PRR – Market Solution Definition Revision – Proposed effective date January 1, 2003.  This PRR provides some clarification to the Market Solution definition.  Market Participant affiliate relationships will continue to be manually verified and refreshed as needed.  

· 359PRR – Improve Resource Plan – Proposed effective date pending project start date.  This PRR impacts the ERCOT IT systems, operating practices, and business processes.  This PRR adds language to require Resource Plans to provide full information on individual Resources that are necessary to support reliable system operations. 

· 
372PRR – Backup Plan Requirement – Proposed effective date January 1, 2003.  This PRR has no impact on the ERCOT computer systems.  This PRR establishes the requirement for the submittal of a backup plan from QSEs and Transmission Operators.

· 
373PRR – Define OOME as Instructed Deviation – Proposed effective date contingent on project start.  This PRR impacts the ERCOT computer systems, operating practices and business processes.  This PRR provides a more consistent unit specific and portfolio deployment mechanism for manual OOME instructions.


Mr. Barrow also noted that TAC approved PRR 342, Ancillary Services Simultaneous Selection, but that this PRR has not yet been prioritized.  The Board discussed this PRR and determined that more work would be needed before it could be approved by the Board.

All PRRs and supporting materials are presented on the following ERCOT web page: http://www.ercot.com/AboutERCOT/PublicDisclosure/ProtocolRev.htm 
The Board then discussed the PRRs.  Tom Payton noted concerns with the wording of PRR 357.  David Itz moved to approve PRRs 359, 372, and 373 as recommended by TAC and to remand PRR 357 back to TAC for further work.  Tom Payton seconded the motion.  The motion passed by a unanimous voice vote with no objection or abstention.   Tom Payton then moved to remand PRR 342 back to TAC for further revision and prioritization.  David Itz seconded the motion.  The motion passed by a unanimous voice vote with no objection or abstention.  Bob Manning noted that the Board had not yet taken action on PRR 370, regarding RMR Agreements, which was discussed at the last meeting.  The Board then instructed TAC to reconsider PRR 370, removing any requirements of Board approval or review of individual contracts.  The Board also instructed TAC to include the RMR Agreement checklist presented by Sam Jones as part of the established procedure and criteria for ERCOT staff to use in evaluating the necessity of RMR contracts.
(2) Other TAC Action: Mr. Barrow also reported briefly on the following TAC activities and groups: 

· Generation Adequacy Methodology Task Force (ROS/WMS)

· RMR Task Force (PRS)

· Wholesale Conduct assignment to WMS

· West Texas Local Congestion Issues (WMS)

· Day Ahead Energy Markets (WMS)

· Responsive Reserve Study (ROS, WMS and DSRWG)

· Operating Guides Revisions approved: OGRRs 111, 118, 119, 120, and 121

· The 2003 TAC representatives (to be seated at the January meeting)

Finance & Audit Committee Report

Milton Lee reported that the Finance & Audit (F&A) Committee met via phone conference prior to the Board meeting to discuss several topics, the most notable being the SAS 70 Audit.  Mr. Lee stated that the F&A Committee expected to bring the final report from this audit to the Board at an upcoming meeting. 

Financial Update


Maxine Buckles, ERCOT CFO, reported that the Commission had approved ERCOT’s 2003 fees on an interim basis.  Ms. Buckles briefly recapped the detailed financial report provided to Board members prior to the meeting.  Ms. Buckles also reported that the Taylor building was completed at $980,000 under budget.

Other Business


Mr. Noel reminded Board members that the January Board meeting would be a two-day retreat.  Mr. Noel also encouraged the Segment Alternates to attend the entire retreat.

Adjournment

The Meeting was adjourned at approximately 5:50 p.m.  The next Board meeting will take place on January 21-22, 2002, at the John Newcomb Tennis Ranch in New Braunfels, TX.  The following meeting will be held on February 18, 2002 at ERCOT’s Austin facility.

Board materials and presentations from the meeting are available on ERCOT’s website at:

http://www.ercot.com/calendar/2002calendar/boardmaterials.htm
_______________________________________

Margaret Uhlig Pemberton, Corporate Secretary
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