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MINUTES OF THE ERCOT TECHNICAL ADVISORY COMMITTEE (TAC) SPECIAL MEETING

�ERCOT Austin Office

Austin, Texas

August 6, 2004



Chair Beth Garza called the special TAC Meeting to order on August 6, 2004 at 9:05 a.m.



Attendance:



Dreyfus, Mark�AEN�Member��Ross, Richard�AEP�Member��Smith, Barry�AEP�Guest��Helton, Bob�ANP�Member/WMS Chair��Jones, Randy�Calpine�Member��Houston, John�CenterPoint Energy�Member��Waters, Garry�Competitive Assets�Guest��Greer, Clayton�Constellation Power Source�Guest��Barrow, Les�CPS�Member��Darnell, David�CPS�Guest��Jones, Dan�CPS�Guest��Mays, Sharon�Denton�Member��Conn, Lan �Entergy Solutions�Member Representative (for Striedel)��Boren, Ann�ERCOT�Staff��Buckles, Maxine�ERCOT�Staff��Freeland, Joe�ERCOT�Staff��Galvin, Jim�ERCOT�Staff��Grimm, Larry�ERCOT �Staff��Jones, Sam�ERCOT�Staff��Moseley, Cheryl�ERCOT�Staff��Petterson, Michael�ERCOT�Staff��Hughes, Chris�Exelon�Member Representative (for Cunningham)��Harper, Brett�First Choice Power�Guest��Trenary, Michelle�First Choice Power�Member��Garza, Beth�FPL Energy�Member/TAC Chair��Belk, Brady�LCRA�Member Representative (for Piland)��Wittmeyer, Bob�Longhorn Power�Member��Sims, John�Nueces Electric Cooperative�Member Representative (for Herrera)��Ogelman, Kenan�OPC�Member Representative (for Pappas)��Pappas, Laurie�OPC�Member��Lozano, Rafael�PSEG Texgen I�Member��Hughes, Hal�R. J. Covington Consulting�Guest��Gresham, Kevin�Reliant Resources�Member Representative (for Meyer)/PRS Chair��McClendon, Shannon�Residential Consumers�Member��Comstock, Read�Strategic Energy�Member/TAC Vice Chair��Eddleman, Neil�TCE�Member Representative (for MacDonald)��Bell, Wendell�TPPA�Guest��Downey, Marty�Tri Eagle Energy�Member��Trostle, Kay�TXI�Guest��Flowers, BJ�TXU Energy�COWG Chair��Jones, Brad�TXU Energy�Member��Jones, Liz�TXU Energy �Guest��Hendrix, Chris�Wal-Mart �Member��



The following Proxies were held:



Oscar Robinson – Held by Chris Hendrix





Meeting Purpose



Garza reviewed the purpose of the meeting which is to start the process of developing administrative cost allocation options in response to the Board's request.  Garza reiterated that the TAC was directed to present to the Board, before March 2005, a fee allocation methodology or methodologies which would focus on the four elements set forth in Senate Bill 7.





ERCOT Finance 101 (see Attachment)



Michael Petterson provided an overview of the ERCOT Organization.  Petterson also reviewed the current fee structure, current ERCOT billing, potential ERCOT billing, 2004 revenue requirement, fee comparison (with and without borrowing), utilization of the System Administrative Fee, impact to ERCOT costs, other considerations, and other ISO’s fees (CAISO, NEISO, NYISO, & PJM).  



Beth Garza noted that currently, a very large percentage (possibly as much as 95%) of the ERCOT costs are collected via QSEs.  Garza asked TAC Representatives if there was any interest in considering charging entities other than QSEs.  The TAC discussed several allocation alternatives.  It was suggested that the more Market Participants that ERCOT must interface with, the more complicated the process gets and possibly increases costs.  Garza reiterated the need to develop options and the TAC discussed what entities might be charged the fee.  It was further suggested that it would be beneficial if the Board would provide additional guidance as to what the fee would be several years out instead of just the next year.  This would be useful information to have when writing contracts.          

        

Brad Jones discussed broad principles, a proposed goal statement, scope of consultant activities, allocation alternatives, and billing determinant options (see Attachment).  Garza suggested that the TAC should identify the problems with the current fee structure.  Although this issue has been discussed a great deal in the past, the TAC should try to clearly articulate the concerns.  B. Jones reviewed the Board motion and the four elements in SB-7 that the ERCOT Organization is charged with performing.  



The TAC discussed cost causation and the need to substantiate the costs.  Sam Jones reviewed the ERCOT Staff designated to perform each of the four elements outlined in SB-7.  M. Petterson noted that ERCOT Staff is approximately divided as follows:



Corporate – 60 

IT – 180 

Market Operations – 150 

System Operations – 130 



B. Jones presented the following proposed principles (TAC added language in italics):  



Focus fee allocation methodology on the four elements of ERCOT responsibility

Utilize traditional utility rate design with functions and customer classes to be defined

Cost of service, cost allocation, rate design

Consider other market approaches to allocation

Improve transparency of ERCOT expenditures

Post better information about costs

Restore ERCOT fiscal credibility

Improve stakeholder monitoring of costs/expenditures

Accountability for Market Participant impacts on ERCOT costs

Fee Consistency and stability (Total fee, allocations)

Impact on Market Segments

Recognition of “Community Benefit” concept

Not retroactive



The TAC discussed the second principle above (Utilize traditional utility rate design) at length.  The group discussed the two spectrums of the recommendations – simple, not so fair versus complex, but more fair.  It was noted that competitive neutrality is very important and must be maintained.     

  

TAC Representatives discussed, also at length, the scope of consultant activities alternatives.  There was a suggestion that the three alternatives be somewhat merged.  There was additional discussion about clarifying the roles of TAC and the consultant in the process.  



Read Comstock will report to the Board on the progress made by the TAC at today’s meeting on the Board directive.  The TAC generally agreed that: 



ERCOT will make a first attempt to allocate cost to the four elements identified in SB-7.

Consultant will assist ERCOT in analyzing information and identifying any gaps; determine if the functionality developed by ERCOT is reasonably accurate.

ERCOT and consultant will provide feedback on what the cost drivers are.

ERCOT should identify costs that do not fit in any of the four elements.  



Comstock will also ask for additional guidance from the Board on whether the TAC is limited to just the four elements in SB-7.



The special TAC Task Force will continue to meet and address issues and will be available to respond to any questions from ERCOT Staff.



An additional meeting to further address this issue was tentatively scheduled for September 10th.

    

There being no further business, Beth Garza adjourned the meeting at 12:05 p.m. on August 6, 2004.
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