
APPROVED MINUTES OF THE ERCOT BOARD OF DIRECTORS MEETING

Electric Reliability Council of Texas, Inc. Offices

Taylor, TX
10:00 a.m.

April 20, 2004

Pursuant to notice duly given, the Meeting of the Board of Directors of Electric Reliability Council of Texas, Inc. convened at approximately 10:15 a.m. on April 20, 2004.

Meeting Attendance:
Board members:

	Armentrout, Mark
	
	Unaffiliated

	Baggett, David
	
	Unaffiliated

	Espinosa, Miguel
	
	Unaffiliated

	Greene, Mike
	Oncor Electric Delivery Company
	IOU - ERCOT Chairman

	Huddleston, Barry
	Dynegy Power Corp.
	Independent Generator

	Kahn, Bob
	Austin Energy
	Municipal

	Manning, Bob
	H-E-B Grocery Company
	Consumer/ Commercial – ERCOT Vice Chairman

	Noel, Tom
	ERCOT
	ERCOT CEO

	Ogelman, Kenan
	Office of Public Utility Counsel 
	Proxy from Suzi McClellan

	Parsley, Julie
	Public Utility Commission of Texas
	Proxy for PUCT Chairman Paul Hudson

	Payton, Tom
	Occidental Chemical Corp.
	Consumer/Industrial

	Stockstill, Dottie
	Mirant Americas E.M.
	Independent PM; left at 3:00 p.m.; proxy to John Meyer after 3:00 p.m.

	Troell, Mike
	South Texas Electric Coop
	Cooperatives Segment Alternate

	Veiseh, David
	Utility Choice Electric
	Independent REP - Segment Alternate


ERCOT Staff and Guests:

	Maxine Buckles
	ERCOT Staff – VP and CFO

	Margaret Pemberton
	ERCOT Staff – VP, General Counsel and Corporate Secretary

	Sam Jones
	ERCOT Staff – Executive VP and COO

	Ken Shoquist
	ERCOT Staff – VP and CIO

	Ray Giuliani
	ERCOT Staff – VP and Chief of Market Operations

	Susan Vincent
	ERCOT Staff

	Mark Walker
	ERCOT Staff

	Carrie Morgan
	ERCOT Staff

	Mike Petterson
	ERCOT Staff

	Gary Stroud
	ERCOT Staff

	Rich Gruber
	ERCOT Staff

	Kent Saathoff
	ERCOT Staff

	Jim Galvin
	ERCOT Staff

	Cheryl Moseley
	ERCOT Staff

	Cheryl Yager
	ERCOT Staff

	Kevin Gresham
	Reliant Energy

	Parviz Adib
	Public Utility Commission of Texas

	Tisa Wilkins
	ERCOT Staff

	Mark Dreyfus
	Austin Energy

	Rob Connell
	ERCOT Staff

	John Meyer
	Reliant Resources, Inc.

	Jeyant Tamby
	ERCOT Staff

	Ken Donahoo
	ERCOT Staff

	Heather Tindall
	ERCOT Staff

	Mary Sallee
	ERCOT Staff

	Greg Ramon
	TECO/Frontera

	Bill Bojorquez
	ERCOT Staff

	Clayton Greer
	Constellation

	Reed Comstock
	Strategic Energy

	Walt Shumate
	Shumate & Associates

	David Kasper
	ERCOT Staff

	Betty Day
	ERCOT Staff

	Bridget Headrick
	Public Utility Commission of Texas

	Darrell Hayslip
	Calpine Corporation

	David McMillan
	Green Mountain Energy Co.

	Denise Stokes
	Competitive Assets

	Gary Waters
	Competitive Assets

	Al Galiunas
	KEMA

	BJ Behroon
	KEMA

	Eddy Reece
	RCEC

	Trey Lancaster
	Calpine

	Simon Mclhen
	UCFC

	Neil Eddleman
	TEAM (Texas Energy Association for Marketers)

	Hal Hughes
	R. J. Covington Consulting

	John Houston
	CenterPoint Energy

	Tom Standish
	CenterPoint Energy

	Mark Smith
	TXI


Announcements


Chairman Mike Greene called the meeting to order, determined that a quorum was present, and welcomed the Segment Alternates attending the meeting.  Tom Noel announced that Reliability Council employees raised approximately $13,300.00 for the American Cancer Society through various means.
Approval of Minutes


Chairman Greene requested comments on and approval of the minutes of the March 2004 meeting.  Mr. Baggett proposed a revision to the Finance & Audit Committee Report.  Mr. Veiseh mentioned that he attended the meeting and would like the attendance list to reflect that fact.  Ms. Stockstill proposed changing one word in the HR and Governance Committee report.  Mr. Veiseh moved to approve the March meeting minutes as revised.  Ms. Stockstill seconded the motion.  The motion passed by a unanimous voice vote with no abstentions.
Grid Operations Update

Sam Jones, Executive Vice-President and COO, presented the Grid Operations Update.  Mr. Jones reported the following:

· Implications on ERCOT of US/Canada Power Team Report on the August 14, 2003 Northeast Blackout

Mr. Jones reported that NERC conducted a detailed investigation of the issues leading up to the blackout.  He provided a summary of conclusions reached in the report and an explanation of how those matters might affect ERCOT.

· Transmission Project Recommendations

Bill Bojorquez, ERCOT Director of Transmission Services, reported that ERCOT has received several RMR requests over the last few weeks and is reviewing the reliability consequences of those applications.

He also discussed some reliability issues relating to Load growth in the DFW area.  He reported that no new generation is proposed in the area to meet the growing Load.  Thus, ERCOT proposes two transmission line projects as set forth below.

Jacksboro to West Denton 345 kV Transmission Line


The Reliability Council proposes a double-circuit 345 kV line from Oncor’s Jacksboro Switching Station to West Denton.  The estimated cost for utility construction is $46,000,000 (Oncor).  ERCOT reviewed (and presented) other alternatives.  ERCOT recommends that the Board endorse the project.
West Levee to Norwood 345 kV Transmission Line


The Reliability Council proposes a seven mile 345-kV circuit transmission line from West Levee to Norwood.  The estimated cost for utility construction is $10,200,000 (Oncor).  ERCOT reviewed (and presented) other alternatives.  ERCOT recommends that the Board endorse the project.

Mr. Parviz Adib asked if these projects were considered “critical” status.  Mr. Ken Donahoo, ERCOT Manager of System Planning, stated that neither project has been identified as “critical” at this time for the purposes of the PUCT certification rule criteria, but the West Levee/Norwood project could rise to critical status in the future.


Chairman Greene turned over the meeting to Mr. Manning, Vice-Chair of the Board, because Chairman Greene’s company, Oncor, has an interest in these projects.  Mr. Manning reminded the Board that the role of the Board in this matter is only to vote to endorse or not endorse the projects.

Ms. Stockstill raised the question of whether the West Levee/Norwood project should be considered “critical” since it alleviates the need for an RMR Unit.


Mr. Baggett moved to endorse both projects; Mr. Payton seconded the motion.  The motion passed by unanimous voice vote.

TAC Report


Beth Garza, TAC Chairman, reported on the following recent TAC activities:


Ms. Garza began by reporting that PRS rejected PRR486 (pertaining to dual-fuel capability) and TAC endorsed that rejection.  TAC asked the ROS to review the dual-fuel capability issue and report back to TAC on the issue.  Chairman Greene stated that everyone understands the reliability issues associated with dual-fuel capabilities and he appreciates the efforts to continue reviewing the issue.  Ms. Garza also reported to the Board on actions taken on Operating Guide Revisions, Retail Market Guide Revisions and Competitive Metering Guide Revisions, as follows.
(1)  Operating Guide Revisions

· OGRR 144 – Tripping wind generators for low frequency events

· OGRR 146 – Annual evaluation forms for LaaRs providing Ancillary Services

(2)  Retail Market Guide Revision

· RMGRR 2004-002 – Process for acquiring Historical Usage for non-REPs of record

(3)  Competitive Metering Guide Revisions

· CMGRR 2004-002 – Line loss compensation during meter tests

· CMGRR 2004-004 – Final issues cleanup

For each of these Guide revisions, TAC merely reports the item to the Board of Directors.

(4)  Protocol Revision Requests

PRR483 - Interruptible LaaR Response to Instructions. Proposed effective date:  May 1, 2004; clarification of Protocol language only; no impacts to ERCOT computer systems, business practices, staffing, or grid operations.  This PRR adds Load Response to Dispatch Instructions to the list of telemetry required from LaaRs and removes the “boxed” language defining Interruptible Load Resource Response to Dispatch Instructions in the Schedule Control Error (SCE).  The PRS voted to recommend approval of PRR483 as amended by PRS to include the DSWG requested language.  TAC did not make any modifications to the PRS recommendation.  TAC voted unanimously to recommend approval of this PRR.
· PRR485 – Revision to Unit-Specific Deployment Based on Generic Cost.  Proposed effective date:  upon system implementation and manual workaround put in place; ERCOT computer system impact with code changes to be included in the EMMS Release 4 and Lodestar; a manual workaround allowing calculation and posting of daily bid limits prior to full system implementation (prior to Release 4) will require a minor Lodestar project and 0.75 FTE and would have minor business function impacts; upon full implementation (in Release 4) there will be no staffing or business functions; no grid operations impacts.  WMS voted to recommend establishment of unit-specific bid premium limits based on a modified generic cost structure.  Prior to the approval of this motion, WMS voted to develop a PRR to set unit-specific bid prices based on generic cost plus zero percent (0%).  The revision proposed in this PRR also sets forth specific amounts for certain types of Resources (nuclear, hydro, Qualified Facilities, renewables, and LAARs) and excludes RMR Units and units in testing from unit-specific bid premiums.  This PRR also provides for the exclusion of some Resource types from the obligation to provide unit-specific bids (nuclear, hydro and renewable) – “non-bid Resources.”  After declaring the PRR urgent, the PRS voted to recommend approval of PRR485 as amended by WMS and ERCOT comments dated 03/25/04.  TAC did not make any modifications to the PRS recommendation.  After affirming PRR485’s urgent status, TAC voted unanimously to recommend approval of this PRR.
· PRR488 – Weather Responsiveness Determination.  Proposed effective date:  upon system implementation; minor ERCOT computer system change required to the Lodestar system; no long-term staffing impacts; minor business process impacts; no grid operations/practices impacts.  This PRR amends the weather responsiveness determination Protocol language to reflect the requirement for TDSPs:  (1) to submit profile code changes, (2) to prevent changing the weather responsiveness based on missing data, (3) to establish a threshold for the amount of missing data, and (4) to set up a process to retest ESI IDs with insufficient data.  The PRS voted to recommend approval of PRR488 as submitted.  If approved, this PRR will be assigned a project priority of 1.3.  TAC did not make any modifications to the PRS recommendation.  TAC voted unanimously to recommend approval of this PRR.
· PRR489 – Ancillary Service Deployment Performance Conditions.  Proposed effective date:  May 1, 2004; no ERCOT computer system, staffing or grid operations impacts; minor business processes impacts to the Regulatory Compliance group.  This PRR revises the requirement that ERCOT remove any interval or group of intervals which do not have a passing score in which any one of several specific events (e.g., OOME deployments to the QSE) has occurred from consideration of average performance of a QSE.  Current language requires the removal of all intervals in which such events occur, regardless of performance.  The PRS voted to recommend approval of PRR489 as submitted.  TAC did not make any modifications to the PRS recommendation. TAC voted unanimously to recommend approval of this PRR.
· PRR490 – LaaR Annual Testing Description. Proposed effective date:  May 1, 2004; no ERCOT computer system, business function, or grid operations impacts; minor (0.1 FTE already within budget) staffing impacts once LaaR testing is implemented.  This PRR changes the seasonal LaaR testing requirement to an annual test consisting of a telemetry check and includes a biennial test of the under frequency relay for a LaaR providing Responsive Reserve Service.  The PRS voted to recommend approval of PRR490 as submitted.  TAC did not make any modifications to the PRS recommendation.  TAC voted unanimously to recommend approval of this PRR.
· PRR492 – Plan to Alleviate Chronic Local Congestion.  Proposed effective date: upon system implementation and filling ERCOT staffing requirements; ERCOT computer system impact to archive Real Time Contingency Analysis (RTCA) data, to link manual OOMC/OOME instructions with root cause analysis, and to automate the report to the MIS; requires one (1) additional FTE not included in the 2004 budget for implementation with either system implementation or Option A of the manual workarounds suggested; if Option B of the manual workarounds is implemented, a total of 3 new FTEs would be required (this includes the one FTE mentioned previously), however, the total on-going FTEs could be reduced upon system implementation of the RTCA data archiving); has business function impacts in the processes for tracking Local Congestion costs, determining operating solutions, and identifying long-term planning needs – these functions are incremental adjustments to existing ERCOT initiatives; no identified impacts to grid operations.  The PRR requires ERCOT to identify and implement feasible alternatives to address local transmission constraints once certain dollar thresholds are met.  This PRR would identify areas of “chronic” transmission Congestion and require the necessary transmission planning and implementation of a plan to alleviate the transmission Congestion. After voting to approve urgent status for this PRR, the PRS voted to recommend approval of PRR492 as amended by PRS and the PRR492 Task Force comments dated 03/09/04.  TAC did not make any modifications to the PRS recommendation.  After affirming PRR492’s urgent status, TAC voted to recommend approval of this PRR on a voice vote with one (1) no vote and one (1) abstention.
· PRR497 – Unavailable Units and RMR Agreements.  Proposed effective date: April 21, 2004; no computer impact, no incremental staffing, business function, or grid operations impacts are incurred by this PRR.  PRR452 added Protocol language incorporating a requirement for ERCOT to follow an RMR evaluation and notice requirement for units unavailable for an extended period due to non-Outage reasons.  The PRR452 language carried an expiration date of March 31, 2004, which was intended to allow time for new language that enhances the process in the PRR452 language to be developed by the RMR Task Force, submitted as a PRR, and complete the approval process.  New language has been developed and was recently submitted as PRR507; however, PRR507 has not yet been approved. PRR497 restores the evaluation and notice requirement language of PRR452 until alternate Protocol language can be approved.  Failure to reinstate the language from PRR452 that expired on March 31 could adversely impact ERCOT’s ability to prevent critical generation units from exiting the system.  Urgent status was approved by the PRS for this PRR.  The PRS voted to recommend approval of PRR497 as amended by PRS.  TAC did not make any modifications to the PRS recommendation.  After affirming PRR497’s urgent status, TAC voted to recommend approval of this PRR on a voice vote with one (1) no vote and no abstentions.
· PRR487 – Black Start Resources.  Proposed effective date: upon filling staffing requirements; no ERCOT computer system impacts; an additional 0.25 FTE is required to review and evaluate the proposals for Black Start Service in 2005; minor impacts to business procedures; impacts grid operations/practices.  This PRR would allow an ERCOT Resource with a firm standby supply contract with an adjacent power pool supplier to bid as an ERCOT Black Start Resource to provide ERCOT with more and stronger Black Start Resources to restart the ERCOT grid under a complete blackout situation.  The PRS voted to recommend approval of PRR487 as amended by ERCOT and STEC comments.  TAC did not make any modifications to the PRS recommendation. TAC voted to recommend approval of this PRR as recommended by PRS on a vote of twenty-three (23) in favor, two (2) opposed, and three (3) abstentions.
Chairman Greene invited questions about these PRRs at this time.  A question was raised regarding PRR487 and whether a Resource would have to demonstrate its ability to serve as a Black Start Unit.  Mr. Payton stated that testing and demonstration requirements already exist in the Protocols.  Mr. Kevin Gresham, PRS Chairman, stated that ERCOT was comfortable that its own requirements for Black Start Unit status sufficed.  Ms. Stockstill asked about whether there was a distinction between the class of reliability service provided by Black Start Units.  Ms. Garza stated that ERCOT issues an RFP and entities make proposals.  ERCOT then determines the correct combination of Resources to meet its reliability needs.  Mr. Jones stated that any Resource under this PRR would have to demonstrate its ability to serve as a Black Start Unit and ERCOT would conduct tests to ensure it could provide the needed service.
Mr. Veiseh stated that, with respect to PRR492, Market Participants currently pay for OOME and OOMC and, therefore, we accumulate this data for charging to Market Participants.  Ms. Garza stated that, currently, ERCOT does not attribute OOMC or OOME costs to a particular line.

Mr. Armentrout moved to approve all PRRs as submitted; Mr. Kahn seconded the motion.  Mr. Noel asked whether the Board was approving Option A in PRR492.  Mr. Armentrout amended his motion to make it clear that his motion included approval of PRR492 Option A.  Mr. Kahn seconded the amended motion.
Mr. Manning mentioned that three of the PRRs considered today had received “urgent” status.  He raised a question about the frequency of use of “urgent” status for PRRs.  Ms. Garza described the timing of “urgent” PRRs and the reasons for designating these three PRRs as “urgent.”  Mr. Gresham stated that PRS is taking a closer look at urgent requests and fewer PRRs are receiving that status.  PRS requires that the Market Participant proposing urgent status provide a justification for doing so.
Mr. Ogelman noted that Option A of PRR492 indicates that it will not allow determination of root cause.  In response to that comment, Mr. Kent Saathoff, ERCOT Director of System Operations, stated that, after release 3, the Reliability Council can – with some manual work – gather the data and analyze the constraints.  After release 4, the data gathering could be automated.  He stated further that the Reliability Council would be able to determine the root cause of the congestion with data compiled through either option presented for PRR492.
Mr. Huddleston stated that the Board should not concern itself with which Option ERCOT Staff uses so long as the requirements of the Protocols are met.  Discussion ensued regarding the meaning of the proposed PRR.  The Chair suggested isolating the vote on PRR492 until after lunch to allow staff to respond to the board’s questions.

Mr. Armentrout amended his motion to remove PRR492 and approve the remaining PRRs.  Mr. Kahn seconded the amended motion.

The motion to approve all the PRRs except PRR492 passed by the following vote:
(i)
unanimous vote with no abstentions for PRRs 483, 488 and 489;

(ii)
PRRs 485, 487 and 490 passed with twelve votes in favor and one abstention (Mr. Payton abstained with respect to PRRs 485 and 490 because his company had an interest in the outcome; Mr. Troell abstained with respect to PRR487).

After return from lunch, Ms. Garza presented a modification to the wording of the TAC recommendation report to clarify the meaning of Option A. Manual Workaround Option A will allow identification of constraints, but will not automatically provide contingency analysis data; on an interim basis, the Reliability Council will implement a manual workaround using appropriate data in its systems for analysis of root causes.  Commissioner Parsley asked whether Option A accomplishes the same end result as Option B.  Mr. Saathoff confirmed that either option would provide the same result using different methodology and would comply with the terms of PRR492.  Mr. Armentrout moved to approve PRR492 with the modification offered by Ms. Garza. Mr. Kahn seconded the amended motion.  The motion was approved in a unanimous voice vote.
All PRRs and supporting materials appear on the following ERCOT web page:

http://www.ercot.com/AboutERCOT/PublicDisclosure/ProtocolRev.htm
Texas Nodal Team (TNT) Report 
Chairman Greene invited Trip Doggett, one of the Independent Facilitators for the Texas Nodal project, to present the TNT Report.
Mr. Doggett updated the Board on the status of the Cost-Benefit Study.  The ERCOT Protocol Team, represented by Cheryl Moseley, provided an update to TNT last month and Mr. Doggett hopes to have the complete set of Protocol revisions ready for Board review in October 2004.  Mr. Doggett provided an overview of the TNT votes that took place since the last Board meeting.


Mr. Doggett requested that the Board approve the Texas Nodal Market Design elements defined in the following white papers:  Enhanced Hybrid Day-Ahead Market, Day-Ahead Reliability Unit Commitment, Hour-Ahead Reliability Unit Commitment, Operations Load Forecast, Scheduling and Bidding, Real Time Operations, Intermittent Renewable Resources, DC Ties, Network Security Analysis, and Fidelity Requirements for Transmission Operations.  These white papers are posted on the ERCOT TNT website.  In the Board materials, ERCOT included a summary of the market design element and a web-link to the full papers on the TNT website.

Mr. Doggett indicated there was one error in the Hour-Ahead Reliability Unit Commitment white paper posted on the TNT website.  The multiplier indicated for calculating charges to QSEs that are short in supplying their commitment obligation required correction from what TNT has approved, such that item No. 6 on page 4 of the white paper should read as follows:

6.  QSEs that are short will be charged the lesser of their “short ratio share” of the total HaRUC hourly payments or 6 times the Hourly HaRUC Charge where “short ratio share” is the amount a QSE is short in that hour divided by the total that all QSEs are short in that hour.  [The previously posted white paper had a multiplier of 10 rather than 6.]

Mr. Ogleman suggested delaying a vote on the market elements until the Board had considered Constellation’s appeal regarding Market Mitigation.  Mr. Doggett also confirmed that, in the future, TNT would bring design elements (including changes to design elements already approved by the Board) to the Board for approval.  Mr. Armentrout asked if TNT and MOD had endorsed the design elements.  Mr. Doggett stated that TNT had endorsed the elements.  Mr. Adib stated that MOD endorsed the design elements set forth in the white papers except for one aspect of the Enhanced Hybrid Day-Ahead Market.  Mr. Adib expressed concern that the Enhanced Hybrid Day-Ahead Market white paper did not adequately address co-optimization of acquiring ancillary services and energy in the day-ahead process, but this issue is largely relevant when the market advances to the enhanced hybrid stage, which would not happen until as least a year after implementation of the Nodal market, allowing time for making adjustments. 

Jim Harder asked if the Fidelity Requirements for Transmission Operations had been included in the Cost-Benefit Study; Mr. Doggett confirmed that it had.  A discussion ensued concerning co-optimization and its role in the Enhanced Hybrid Day-Ahead Market.  Mr. Doggett stated that TNT could not realistically begin discussing co-optimization in detail until November 2004.  Ms. Stockstill commented that the Board’s approval of the design elements was but the first in a series of steps in implementing a nodal market.  Mr. Ogleman noted the difficulty in approving certain white papers without having seen the other white papers, since together the white papers describe the market mitigation process.  Chairman Greene asked how many other white papers were in the drafting process; Mr. Doggett replied that two (possibly three) more white papers were in development.  Mr. Doggett expressed concern that failure to approve the white papers might compromise the schedule for the Cost-Benefit Study.  Chairman Greene invited Mr. Clayton Greer of Constellation to present Constellation’s appeal of TNT’s decision regarding Real Time Market Mitigation before the Board voted on approval of the design elements contained within the white papers.
Appeal by Constellation of TNT Decision on Real Time Market Mitigation

Mr. Greer presented an appeal by Constellation Power Source of the TNT decision regarding Real Time Market Mitigation.  TNT voted to accept the greater of the fixed Heat Rate (HR) option with a 14.5 HR or verifiable costs plus 15%.  Mr. Greer stated that the 14.5 HR equates to $72.50/MWh assuming $5.00/MMBtu gas prices, which is more than $20 higher than current market rates.  He raised a concern that this approach might cause swings in load zone prices where mitigated areas exist and might make price determination difficult for Market Participants in such areas.  He asserted that competitive margins are too thin to handle such swings in energy cost and the risk in the wholesale market would extend to the retail market.  He believed that this approach might impair the competitive market and might lead to abuses of market power.  Mr. Greer stated that the fixed HR figure was intended to encourage the development of new generation.  He pointed out that emissions limitations make generation development in the Dallas/Fort Worth area almost impossible.  He stated further that, in his company’s opinion, a cost-plus mechanism would cover actual generation costs with a reasonable profit.  He proposed that the Board remand the decision back to TNT for further study with emphasis on the adoption of a cost-plus proposal.

Mr. John Meyer took issue with several of Mr. Greer’s statements, particularly the assertion that the 14.5 HR made it virtually impossible to develop generation in the DFW area.  He encouraged the Board not to remand issues of this type back to TNT where such issues had already been fully vetted.  Mr. Greer replied that his proxy vote had been incorrectly cast and, therefore, the issue had not been properly vetted in TNT.  Commissioner Parsley inquired as to the position of PUCT staff regarding the 14.5 HR option.  Mr. Adib explained that PUCT staff believed that a higher HR would encourage additional generation and emphasized that Mr. Greer’s argument focused on the use of market power.  A discussion ensued concerning the impact of the 14.5 HR figure on the economic incentives on the development of new generation.
Mr. Veiseh asked Mr. Greer what entity would monitor the use of the cost-plus mitigation option.  Mr. Greer replied that the PUCT market monitor would maintain a database with operating information that could be used to derive the cost-plus data.

Mr. Baggett stated that the 14.5 HR figure seemed too high. Mr. Noel asked if the issue that Constellation was appealing was addressed in the white papers that the Board had been asked to approve, and Mr. Greer replied that it had not. A discussion ensued about the PUCT guidelines concerning the bidding behavior of entities with market power. Chairman Greene asked how a remand on this issue would affect TNT’s schedule. Mr. Doggett replied that a remand might delay the presenting of the Market Mitigation white paper but would probably not delay the Cost-Benefit Analysis.

Mr. Ogleman moved that the Board grant the appeal and accept Mr. Greer’s recommendation that the Board remand the decision to TNT for further discussion.  Mr. Veiseh seconded the motion.  The motion passed with ten votes in favor, one opposed (Meyer, voting as Segment Alternate for Stockstill) and one abstention (Troell).

Mr. Manning moved to approve the design elements included in the eleven white papers as the basis on which TNT would proceed to drafting Protocol revisions as well as the Cost-Benefit Study.  Mr. Baggett seconded the motion.  The motion passed, with four opposed (Meyer, Troell, Payton and Ogleman).
Chairman Greene thanked Mr. Doggett and Ms. Cuddy Gates and TNT for their efforts.

Finance & Audit Committee Report


David Baggett, chair of the F&A Committee, reported that the Committee considered several issues this month.  The Committee addressed four topics:  (1) the Committee discussed a charter for the Credit Working Group; (2) the Committee recommended that the PRR documentation template include an item setting forth any impacts identified by the Credit Working Group; (3) the Committee proposed to not support PRR495 due to its potentially negative impact on credit/security for the ERCOT Market Participants; and (4) the Committee discussed several internal audits. Internal auditor Ed Ettorre completed three internal audits last month; the Reliability Council will modify certain internal processes in accordance with the audit findings.  The Committee was informed that ERCOT expects to receive Moody’s confirmation of the Reliability Council’s A-1 financial rating, which allows it to retain favorable financing terms on its borrowings.

ERCOT Financing
The term loan and renewal of the revolving credit facility is scheduled to close May 6, 2004.  Ms. Buckles noted that the new Board Resolution requests approval for a term of up to five years, which would enable the Reliability Council to stagger the repayment of its financing facilities.

Commissioner Parsley asked Mr. Baggett to clarify whether the financing measures constitute a simple renewal of existing arrangements.  Mr. Baggett explained that the 2-year revolving credit facility replaces the existing 364-day facility, and that the term loan represented a new facility which would primarily be used to pay for capital improvements.  Ms. Buckles reiterated that the $50 million term loan supersedes the $30 million facility authorized in March 2003.  Commissioner Parsley asked how much of the revolving credit facility had been used and Ms. Buckles stated that due to the revolving feature, the outstanding balance fluctuates, however, as of the end of March approximately $14 million of the revolving credit facility was outstanding.  Mr. Baggett explained that the “accordion” feature of the revolving credit facility will give the Reliability Council flexibility by making additional financing available without the administrative process of applying for and negotiating new financing terms.  The accordion feature will not be exercised without further Board approval.  He further emphasized that the term loan represented new debt.

Mr. Espinosa moved that the Board approve the resolution with respect to the term loan and revolving credit facility. Mr. Manning seconded the motion.  The motion passed with twelve votes in favor and one abstention (Mr. Ogleman).

Acceptance of Audited Financial Statements

PricewaterhouseCoopers provided an unqualified report of the audited financial statements.  The F&A Committee recommended that the Board accept the audited financial statements.  Mr. Manning moved that the Board accept the audited financial statements.  Ms. Stockstill seconded the motion. The motion passed by unanimous voice vote with no abstentions.
H.R. & Governance Committee Report

Mr. Kahn, Chairman of the H.R. & Governance Committee, reported that the Board would receive the communications survey results in May.  Mr. Armentrout reported on the status of the Strategic Working Group.  The Strategic Working Group set annual goals at last month’s meeting and brainstormed examples of strategic issues relevant to the Reliability Council, including:  capital structure, debt, expense targets, sunset, clarifying its boundary conditions, credit, stakeholder roles, the expanding role of IT and how the Reliability Council should consider diverse fuel sources in future decision making.  He clarified that the Strategic Working Group provided advice only and the Board alone would make strategic decisions.  The Strategic Working Group plans to present its ideas regarding capital structure and expense targets at the May meeting.
Executive Session
The Board met in Executive Session to discuss various matters including litigation, ADR and contract matters.

Adjournment

Chairman Greene adjourned the Meeting at approximately 3:32 p.m.  The next Board meeting will take place on May 18, 2004 at the Reliability Council’s Met Center office in Austin, Texas.  The following meeting will be held on June 15, 2004 at the Reliability Council’s Met Center office in Austin, Texas.

Board materials and presentations from the meeting are available on ERCOT’s website at:
http://www.ercot.com/calendar/2004calendar/2004boardmaterials.htm
_______________________________________

Margaret Uhlig Pemberton, Corporate Secretary
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