APPROVED – 12/02/04
MINUTES OF THE ERCOT TECHNICAL ADVISORY COMMITTEE (TAC) MEETING
ERCOT Austin Office

Austin, Texas
November 4, 2004

Chair Read Comstock called the meeting to order on November 4, 2004 at 9:40 a.m.

Attendance:

	Burkhaltar, Bob
	ABB
	Guest

	Dreyfus, Mark
	AEN
	Vice Chair

	Ross, Richard
	AEP

	Member

	Helton, Bob
	ANP
	Member/WMS Chair

	Robinson, Oscar
	Austin White Lime

	Member

	Helpert, Billy
	Brazos Electric Cooperative
	Member Representative (for Lenox)

	Wilkerson, Dan
	BTU
	Member

	Jones, Randy
	Calpine
	Member

	Daniels, Howard
	CenterPoint
	Guest

	Pieniazek, Adrian
	CenterPoint
	Member Representative (for Houston)

	Waters, Garry
	Competitive Assets
	Guest

	Brown, Jeff
	Coral Power
	Member

	Jones, Dan
	CPS
	Member Representative (for Barrow)

	Mays, Sharon
	Denton
	Member

	Day, Smith
	Direct Energy
	Guest

	Striedel, James
	Entergy Solutions
	Member

	Boren, Ann S.
	ERCOT
	Staff

	Galvin, Jim
	ERCOT
	Staff

	Grimm, Larry
	ERCOT
	Staff

	Jones, Sam
	ERCOT
	Staff

	Lopez, Nieves
	ERCOT
	Staff

	Mereness, Matt
	ERCOT
	Staff

	Moseley, Cheryl
	ERCOT
	Staff

	Ragsdale, Ken
	ERCOT
	Staff

	Walker, Mark
	ERCOT
	Staff

	Zake, Diana
	ERCOT
	Staff

	Zotter, Laura
	ERCOT
	Staff

	Ashley, Kristi
	Exelon
	Member Representative (for Cunningham)

	Cosby, Tammy
	First Choice Power
	Guest

	Trenary, Michelle
	First Choice Power
	Member

	Ramon, Greg
	Frontera
	Guest

	Belk, Brad
	LCRA
	Guest

	Peck, Bob
	LCRA
	Guest

	Piland, Dudley
	LCRA
	Member

	Wittmeyer, Bob
	Longhorn Power

	Member

	Sims, John
	Magic Valley Electric Cooperative
	Member Representative (for Herrera)

	Stockstill, Dottie
	Mirant
	Guest

	Pappas, Laurie
	OPC
	Member


	Hausman, Sean
	PSEG Texgen I
	Guest

	Lozano, Rafael
	PSEG Texgen I
	Member

	Adib, Parviz
	PUC
	Guest

	Jaussaud, Danielle
	PUC
	Guest

	Hughes, Hal
	R.J. Covington Consulting
	Guest

	Gresham, Kevin
	Reliant Energy
	PRS Chair

	Keetch, Rick
	Reliant Resources
	ROS Chair

	Meyer, John
	Reliant Resources
	Member

	McClendon, Shannon K.
	Residential Consumers
	Member

	Clemenhagen, Barbara
	Sempra Energy
	Guest

	Ramirez, Andy
	Sempra Energy
	Guest

	Shumate, Walt
	Shumate & Associates
	Guest

	Wood, Henry
	STEC
	Member

	Comstock, Read
	Strategic Energy
	Member

	Eddleman, Neil
	TEAM
	Guest

	Brian, David
	Tex-La Electric Cooperative
	Guest

	Oldham, Phillip
	TIEC
	Guest

	Seymour, Cesar
	Tractebel Energy Marketing
	Member

	Downey, Marty
	Tri Eagle Energy
	Member

	Smith, Mark
	TXI
	Guest

	Jones, Liz
	TXU Business Services
	Guest

	Weathersbee, Tommy
	TXU Electric Delivery
	RMS Chair

	Flowers, BJ
	TXU Energy
	COPS Chair

	Jones, Brad
	TXU Energy
	Member

	Vadie, Henry
	Utility Choice Electric
	Member

	Schwertner, Ray
	Vision Energy Consulting
	Guest

	Hendrix, Chris
	Wal-Mart
	Member


The following Proxies were held:

Jeff Holligan – Held by Oscar Robinson
Bob Wittmeyer – Held by John Meyer (until Wittmeyer’s arrival)
Antitrust Admonition
Read Comstock noted the need to comply with the ERCOT Antitrust Guidelines.  

Comstock suggested moving Agenda Item 9, “Discussion of Revised TAC Procedures” to the end of the agenda for discussion if time allows.  Otherwise, it would be discussed at the December TAC Meeting.
It was suggested that the Antitrust Guidelines be incorporated in the TAC Procedures.  

Approval of the October 7 and 8, 2004 TAC Meeting Minutes

A motion was made by Johns Sims and seconded by Randy Jones to approve the draft October 7, 2004 and draft October 8, 2004 TAC Meeting Minutes as presented.  The motion was approved by a unanimous voice vote.

ERCOT Board Update

Read Comstock reported on the activities of the Board.  The Board met on October 19, 2004.  The Board approved the 2005 Ancillary Services Methodology and the following PRRs:

· PRR 523 – Revisions to Protocol Section 21
· PRR 526 – OOMC Verifiable Cost Documentation

· PRR 531 – Load Clarification

· PRR 535 – Reactive Testing

The Board remanded PRR 532 – Implementation of Non-Transmission Alternatives to RMR and OOM Services back to the TAC for further consideration.  

The Board discussed issues related to late payments under the Protocols.  The Board referred these issues to the TAC for further consideration on how to handle these issues in the future.  This item will be discussed later in the TAC Meeting during the PRS Report.  
The Board raised the issue of the SAS 70 audit.  This will be discussed at the end of the TAC meeting if time allows.
The Thirty-fourth ERCOT Annual Meeting will be held on December 14, 2004 at the Austin Airport Hilton Hotel.  The meeting is scheduled to commence at 11 a.m.  It was also noted that the record date for 2005 ERCOT Membership is Friday, November 12, 2004.  All membership applications and fees must be received by this date if a company intends to participate in the 2005 membership elections for Board, TAC, and TAC Subcommittee seats.  A new application must be submitted for 2005 Membership.  Companies that are currently a member of ERCOT should have received a renewal invoice for 2005 membership. 

For details, the draft minutes of the October 19, 2004 ERCOT Board Meeting are, or will be, posted on the ERCOT Web Site.  The next Board Meeting is scheduled for November 16, 2004.

Protocol Revisions Subcommittee (PRS) Report (see Attachments)

Kevin Gresham reported on the activities of the PRS.  The PRS met on October 22, 2004.  Gresham discussed the following PRRs recommended for approval by the PRS (see Attachments):  

· PRR 527 – Revision to Ancillary Service Performance Conditions (formerly “OOME Definition”) – URGENT:  Proposed effective date is December 1, 2004.  No budgetary impact; no impact to ERCOT staffing; no significant impacts to ERCOT computer systems; no impact to ERCOT business functions; no impact to grid operations.  PRR 527 would revise the definition of OOM to include all generating unit specific deployment.  The PRS approved urgent status for PRR 527 through an email vote.  At its July meeting, the PRS voted to remand PRR 527 to the WMS for clarification.  The WMS discussed PRR 527 at its September meeting.  On September 24th, the PRS agreed to table PRR 527 until October to allow for additional review.  At its October meeting, the PRS unanimously recommended approval of the PRR without abstentions.  All market segments were present.  ERCOT Credit Staff and the Credit Working Group (CWG) have reviewed PRR 527 and do not believe that it requires changes to credit monitoring activity or the calculation of liability.

· PRR 536 – Mandatory IDR Threshold Reduction:  Proposed effective date is January 1, 2005.  No budgetary impact; no impact to ERCOT staffing; no significant impacts to ERCOT computer systems; no impact to ERCOT business functions; no impact to grid operations.  This PRR lowers the threshold for IDR mandatory installation to 700 kW (or kVA).  The PRS approved the motion to recommend approval of PRR 536 as revised through a voice vote with no opposing votes and no abstentions.  The Independent REP Segment was not present for the vote; all other segments were represented.  ERCOT Credit Staff and the CWG have reviewed PRR 536 and do not believe that it requires changes to credit monitoring activity or the calculation of liability.  

· PRR 538 – OOMC Generic Cost for Coal:  Proposed effective date is January 1, 2005.  Due to the expected infrequency of this occurrence in the present market environment, ERCOT can provide a manual solution without significant impacts to staffing or systems.  However, if the frequency of OOMC instructions for these technologies (Nuclear, Hydro, and Coal/Lignite) increases substantially, ERCOT would either consider increasing FTE levels in Settlements for increased manual processing, or seek the systematic changes described in the Impact Analysis; no impact to grid operations.    This PRR establishes generic cost for coal, nuclear, and hydro plants for use when they receive OOMC instructions.  The PRS approved the motion to recommend approval of PRR 538 as submitted through a voice vote with no opposing votes and no abstentions.  The Independent REP Segment was not present for the vote; all other segments were represented.  ERCOT Credit Staff and the CWG have reviewed PRR 538 and do not believe that it requires changes to credit monitoring activity or the calculation of liability.  

· PRR 546 – PCR Treatment for Federal Hydropower Resources – URGENT:  Proposed effective date is upon Board approval.  No budgetary impact; no impact to ERCOT staffing; no impacts to ERCOT computer systems, minor changes to TCR calculation spreadsheet; no impact to ERCOT business functions; no impact to grid operations.  This PRR revises Section 7.5.6 to provide that long-term power purchase agreements for federal hydropower are eligible for PCR treatment if a long-term allocation was in place prior to September 1, 1999.  The PRS approved urgent status for PRR 546 through an email vote.  At its October meeting, the PRS recommended approval of the PRR with seven abstentions from the independent power marketers, investor owned utilities, and consumer segments.  No participant present at the meeting voted against approval of the PRR.  All segments were present for the vote.  ERCOT Credit Staff and the CWG have reviewed PRR 546 and do not believe that it requires changes to credit monitoring activity or the calculation of liability.

Chris Hendrix referred to PRR 536 and asked how many meters would be added and how the implementation would flow specifically the details of notification.  Carl Raish stated that there would be 979 meters added and that an IDR requirement report would be sent to the REPs for notification. The implementation will begin in January 2005 and finish in April 2006.  

A motion was made by Richard Ross and seconded by Oscar Robinson that the TAC approve PRRs 538 and 536 as recommended by the PRS.  The motion was approved by a unanimous voice vote (all Market Segments represented).  
A motion was made by Rafael Lozano and seconded by Cesar Seymour that the TAC approve PRR 527 as recommended by the PRS.  

Sam Jones pointed out that in PRR 527 it directs that “If ERCOT issues Resource-specific OOME or Resource-specific Balancing Dispatch Instructions to a QSE that causes the QSE to not be able to Supply its Ancillary Service Obligation(s), then ERCOT shall issue a verbal Dispatch Instruction….”.  Jones emphasized that in order for ERCOT to issue a verbal Dispatch Instruction, the QSE must inform ERCOT that this condition has occurred.  ERCOT will not know automatically to issue a verbal Dispatch Instruction.  

Parviz Adib raised concerns regarding PRR 527.  There have been occasions (23 times since September 1st for one QSE) where market participants have been paid for two different services when they can only deliver on one of the services.  The market participant cannot fulfill both obligations but is receiving a double capacity payment.  PRR 527 would create an incentive for a market participant to sell Ancillary Services as a price taker from its frequently OOMed units so as to collect two payments.  Adib stated that if a market participant cannot meet both obligations, they should be paid the higher of the two payments but not be paid twice.  Kristy Ashley stated that the original intention of PRR 527 was to protect QSEs that receive unit specific instructions from ERCOT that causes them to violate their Ancillary Service obligation.  The QSE will still receive the capacity payment for the Ancillary Service.  This PRR was discussed in length at WMS and it was suggested that a monthly VDI report be issued to help determine if there were any inappropriate activities occurring such as “double dipping”.  There was discussion regarding non-spin reserves and OOMC.  Adib stated that currently, a market participant can be paid for both non-spin and OOMC capacity.  Kevin Gresham stated that in terms of protocol revisions, PRR 527 does not address compensation and that the compensation mechanism could be addressed by submitting a different PRR.  Danielle Jaussaud asked that the issue explained by Adib be addressed and that the impacts on the market due to PRR 527 be realized.  It was expected that TAC set a resolution timeline.  Jaussaud raised another issue stating that ERCOT could find itself with less Ancillary Services than they thought they had.   Bob Helton pointed out that there was already a process in place to take care of the stated issue and that ERCOT was aware of the potential situation.  
A hand vote was taken.  The motion to approve PRR 527 as recommended by PRS was approved with 23 in favor and 5 opposed.

Sharon Mays moved that TAC instruct WMS to address the payment issue raise by the PUC and bring forward a proposed solution by the January 6, 2005 TAC Meeting.  John Meyer seconded the motion.  The motion was approved by a unanimous voice vote.

Mark Dreyfus moved to approve PRR 546.  Dudley Piland seconded the motion.  WMS members asked for an explanation as to why PRR 546 should be approved.  Richard Ross explained that Tex-La had been caught on a technicality due to a contractual issue that has made them ineligible for PCRs.  PRR 546 would modify the protocols so that long-term power purchase agreement for federal hydropower are eligible for PCR treatment if a long-term allocation was in place prior to September 1, 1999 thereby allowing PCR treatment of Tex-La’s contract.  There were concerns that PRR 546 would set a precedent by making an exemption to the current rule.  David Brian of Tex-La Electric Cooperative gave a presentation that outlined the need to modify the Protocols to accommodate such purchase agreements. Current protocols require that a contract be in place by September 1, 1999; therefore, such agreements would not be eligible for PCRs.  It was stated that this contract is a small isolated issue and will not set any sort of precedent for the market.  A request was made for ERCOT Legal’s input on PRR 546.  Mark Walker stated that he saw this as more of a policy issue than a legal issue and therefore should be addressed by TAC.  Randy Jones expressed concern that the TAC would be voting on an issue surrounding a contract that TAC has not reviewed.  ERCOT Legal gave direction to TAC to make this decision regardless of opportunity to review the actual contract.  Parviz Adib referred to Keith Rogas’ comments on PRR 546 sent out on 11/2/04 stating that PRR 546 was not consistent with the intent of the PCR eligibility provisions in the current Protocols.  Under the current Protocols, a NOIE contract must have been entered into prior to September 1, 1999 to be eligible for PCRs.  PCRs were never intended as a subsidy for such post-September 1, 1999 resource acquisition decisions.  Adib recommended that PRR 546 be rejected.  
A hand vote was taken to approve PRR 546.  The motion failed with 13 in favor, 13 abstentions, and 2 opposed.  (all Market Segments represented)
Mark Walker discussed ERCOT’s comments on PRR 532.  ERCOT staff has raised a concern about the Board’s role in approving Must-Run Alternative (MRA) Agreements.  The issue is regarding Board Members who are also affiliated with Market Participants approving MRA contracts which could raise concerns about potential antitrust law violations.  This concern was raised in regards to approval of RMR contracts previously, and the solution was to insulate the Board from approving individual contracts, as reflected in current Protocol Section 6.5.9.  To address this issue regarding MRA Agreements, ERCOT is offering two options: 

1. Conform PRR 532 to match the concepts for existing RMR contracts wherein ERCOT Staff would be responsible for approving individual MRAs with notice to the Board.

2. Require Board approval, but limit approval consideration to Board Members that have no affiliation with entities that have Market Participant Agreements with ERCOT. 

Walker noted that circumstances where MRAs would be feasible should be rare.  In addition, to obtain approval, an MRA must be a technically reliable alternative to a RMR alternative, limited in duration to the time when a permanent transmission alternative is in place (as applicable), and significantly more cost effective than the RMR unit.  Walker stated that Option 2 would provide an element of transparency and allow market participants to participate in the process without voting.  The deliberation would be an open session and allow comments on the merits of a contract before it is approved.  Phillip Oldham spoke on behalf of the Consumer Segment’s concerns.  Oldham referred to the term “significantly” used to describe savings of a resulting MRA agreement.  To prevent legal implications from affecting ERCOT, Oldham suggested that a defined set of criteria in relation to savings needed to be established.  It was suggested that a 20% threshold be incorporated into the PRR language.  Oldham stated that a dollar amount as opposed to a percentage amount was considered, however a dollar amount could rule out smaller contracts.  Oldham stated that the Consumer Segment would like to go with ERCOT proposed Option 1 with the 20% threshold language incorporated into the PRR.  Kent Saathoff expressed concern with the 20% threshold stating that it could be a high hurdle for large MRA contracts and would prefer a dollar amount.  There were opinions expressed by some TAC members that Option 2 would be the more favorable option since it allowed a subcommittee comprised of unbiased members to decide on MRA Agreements.  Laurie Pappas stated that the Consumer Segment could accept Option 2 however there were concerns that law suits would result from not specifying a savings threshold.  Shannon McClendon moved that  TAC adopt the ERCOT proposed Option 2 with the inclusion of language in PRR 532 specifying a $1 million savings threshold and stating that the ERCOT Board shall determine members of the MRA subcommittee.  New language changes were made to PRR 532 and presented to the TAC as follows (new language changes are italicized and underlined):
6.5.9 Reliability Must-Run Service

(1)
…..

(2)
…..

(3)
Subsequent to the process identified in (2) above, ERCOT may negotiate a contract for an MRA Resource that:

(a) …..

(b) will provide a more cost-effective alternative to continued service by the RMR Unit (evaluated over the exit strategy period) provided, however, that no proposed MRA Resource will be considered if it does not provide at least $1 million in annual savings over the projected net annualized costs for the RMR unit.  
(c) ……

(4) 
If the resulting MRA Agreement would result in significantly lower total costs (on a risk adjusted basis) than continued service by the RMR Agreement, ERCOT may
[Option 2] submit for consideration and approval the negotiated MRA Agreement to a sub-committee appointed by the Board

McClendon amended her motion to reflect the newly proposed language changes.  Laurie Pappas seconded the motion.  The motion was approved with one abstention.  There was some discussion on the committee deliberating MRA contracts in an open session and the confidentiality of the agreements.  It was agreed that this issue would be handled in the subcommittee.  
Greg Ramon expressed concerns with the timeliness and the next steps of the process.  Ramon suggested that TAC instruct ERCOT to finalize the South Regional Planning Group process so that the exit strategy for Bates can come to a conclusion.  Sam Jones stated that a conference call would be set up between ERCOT, Frontera and AEP Transmission to discuss this.  Jones emphasized that ERCOT was not in a position to enter into an agreement and that there are still some existing transmission issues.  ERCOT will entertain all feasible agreements.  
As reported earlier in the meeting, the Board discussed the following issues related to late payments under the Protocols (see Attachments).  
1. What happens when the defaulting Invoice Recipient does not pay late fees due to a court-ordered Reorganization Plan?

2. What to do about late fees “accrued” (through short-pays) but not paid?

3. How to handle TCE’s recent payment of less than the full amount required by the Plan.
Mark Walker discussed the calculation and accruing of late payment amounts in the financial settlement process in connection with Texas Commercial Energy (TCE) short payments.  TCE failed to make the entire payment due under the court ordered payment plan on October 1st – only a partial payment was received by ERCOT, on behalf of Market Participants (approximately $105,000 instead of the $549,000 due).  The Protocols, Section 9.4.4., require in the event a short-paying QSE fails to comply with the requirements of a payment plan the short paid amount must be collected from QSEs based on load ratio share.  Walker noted that ERCOT intended to uplift to QSEs representing LSEs the approximate $444,000.00 not paid by TCE which was due on October 1st and to cease accruing interest on TCE’s outstanding pre-petition obligation and adjust account entries to correct the accrual of interest since March 2003.  ERCOT Staff is currently drafting comments to PRR 550 to address these issues.  Cheryl Yager stated that ERCOT would only be uplifting the principal piece of the payment and not the interest piece.  The amount being uplifted is actually closer to $300,000.00.  Bob Helton expressed his concern that the intent of the protocols was not being recognized as far as the accrual of late fees/interest was concerned.  Helton believes that ERCOT is taking liberal interpretations in relation to the Protocols on this issue.  Helton stated that an urgent PRR should be issued to make changes to the PRR 550 rather than trying to interpret the existing PRR.  Reed Comstock stated that these issues as described in Mark Walker’s memo dated 10/12/04 would be remanded to the PRS for discussion as part of PRR 550.  Comstock asked for the TACs agreement with this action.  There were no objections.  
For details, the PRS Meeting Minutes are posted on the ERCOT Website.  The next PRS Meeting is scheduled for November 19th.
Wholesale Market Subcommittee (WMS) Report (see Attachment)
Bob Helton reported on the activities of the WMS.  The WMS met on October 21st.  
Helton presented the proposed 2005 Closely Related Elements (CREs).  The Congestion Management Working Group and ERCOT Planning determined that since the CSCs for 2005 are remaining the same, the CREs will also remain the same.  A list of the CREs was sent out to the TAC prior to the meeting.  Helton recommended that the TAC approve the CREs and send them to the Board for implementation.  Adrian Pieniazek moved that TAC approve the 2005 CREs as presented.  Randy Jones seconded the motion.  The motion was approved by a unanimous voice vote.  (all Market Segments represented)
For details, the WMS Meeting Minutes are posted on the ERCOT Website.  The next WMS Meeting is scheduled for November 18th.
Retail Market Subcommittee (RMS) Report (see Attachment)
Tommy Weathersbee reported on the activities of the RMS.  The RMS met on October 14th.  Weathersbee discussed the following RMGRRs recommended for approval by the RMS (see Attachments): 

· RMGRR 2004-13 – Disconnections at Premium Locations:  Outlines how charges for disconnections at premium locations are being applied.  
· RMGRR 2004-14 – TDSP Process for Inadvertent Gain:  Documents the TDSP inadvertent process.  There is currently no information available in the Retail Market Guide related to the Inadvertent Gain Process.  
· RMGRR 2004-15 – Data Extract Variance Process:  Modifies Section 7.2 documenting the process for submitting Data Extract Variances.
Laurie Pappas questioned the necessity of RMGRR 2004-13 and incorporating minor tariffs into the Retail Market Guide.  Pappas pointed out the tediousness of modifying these tariffs if they were all incorporated into the RMG.  Weathersbee stated that the purpose of RMGRR 2004-13 is to clarify distinction to those that might not be familiar with the tariff structure.  Weathersbee also informed the TAC that RMS is currently revisiting, restructuring, and redefining the content and governance of the Retail Market Guide. A much improved Retail Market Guide process will be implemented in 2005.

A motion was made by Oscar Robinson and seconded by Bob Helton that the TAC approve RMGRRs 2004-013, 2004-14, and 2004-15 as recommended by the RMS.  The motion was approved by a unanimous voice vote.
Weathersbee discussed the “Annual Validation Report to the ERCOT Board” noting that it was a result of a Board directive to provide a timeline and a plan for annual validation process improvement.  Weathersbee reviewed the document explaining that the “Near Term Action Plan PWG Approved Changes” were items that could be in effect for 2005.  The “Longer Term Action Plan Changes” were items that needed further analysis and longer lead times to fine tune the ideas and would not be able to take effect in 2005.  The items in the “Near Term Action Plan” were reviewed as follows:
1) Do not replace a prior year non-default assignment with a default assignment

2) Applying dead-bands around the specified Residential Segment trigger point

3) Applying a kWh minimum for Residential High Winter Ratio profile assignment

4) Use more than 1 month for the Residential Winter Ratio formula

5) Use an ERCOT administered residential survey 

Weathersbee followed up on Near Term Action Plan Item #5 and discussed the Household Electric Use Survey.  The purpose of the survey is to obtain data that will allow ERCOT to build a model to predict the presence of electric heat.  It was stated that if this survey was sent out promptly, the data received back could be analyzed and results could be presented as early as February 2005.  The RMS discussed the survey at length and concerns such as customer confusion, call center impacts and statistical relevance were raised.  The solutions adopted to address these concerns included a bilingual survey, answering service (800 number), web information, call center training materials, and ERCOT staff focusing on statistical relevance issues.  Another concern of the RMS was the response rate that would be received and the accuracy of the model that would be developed based off of the limited response.  It was noted that the ERCOT system is currently void of demographics; therefore, the data that is received and the model that is built will be better than what is currently available.  Even in the worst case scenario, the response data would be sufficient to make significant improvements in profile assignments.  Weathersbee concluded stating that RMS approved the PWG action plan and that a collaborative effort of PWG and RMS produced a revised residential survey.  The RMS made the recommendation that TAC endorse the Residential Survey and the Near Term Action Plan as proposed.  Laurie Pappas supported the plan to make profiles more accurate; however she stated that this survey probably would not achieve what is desired.  She was concerned with the consumers’ level of knowledge regarding the survey content thereby producing a high level of inaccuracy.  The return rate would also be lower than expected.  Pappas believed the statistical relevance would be compromised by these two factors.  Pappas suggested considering sending people door-to-door to conduct the survey.  Carl Raish stated that from his experience conducting surveys, the response accuracy was very acceptable utilizing the mail-in survey approach.  It was recognized that there would be some consumers that would not be familiar with the content of the survey, however, predominantly consumers would report correctly.  Raish added that in the previous surveys he had conducted, the mail and in-person survey results were comparable.  Raish stated his confidence that the data received from the survey would be usable.  Shannon McClendon thanked the RMS for putting effort towards improving profile accuracy.  McClendon echoed Pappas’ concerns stating that in her extensive experience in consumer surveying, a high level of inaccuracy exists.  McClendon emphasized that the 18% response rate was an unrealistic expectation.  She also supported the door-to-door surveying and reiterated that most consumers would not be familiar with the content of the survey.  McClendon recommended not to go forward with the survey as presented.  Raish emphasized that the current profile assignment process was based on data from a very limited number of sites prior to market open.  The profile assignments that are currently available are clearly inaccurate which is obvious in the number of migrations.  Raish stated that this survey will only improve the current annual validation process.  BJ Flowers suggested that the survey be sent out to market participants and their company employees, i.e. people with a better understanding of the industry, to see what types of results are received.  It was suggested that the survey be administered via email.  Raish stated that this would not give the distribution that is required for model accuracy.  Ernie Podraza, PWG Chair, accepted the suggestions for improving the survey; however, he informed the TAC that TDSPs need to be made aware of the changes in the annual validation model by early 2005.   Changes will need to be made to their in-house systems in order to incorporate the new validation model.  Therefore, the data needs to be received by the end of December 2004.  If this deadline is not met, it could result in suspending the 2005 annual validation. Podraza clarified that the survey would not affect the shape of the profiles but rather be used to calibrate winter ratio and dead bands around the profiles.  This survey will add information where there is currently no available data.  Sharon Mays expressed her concerns that an email survey to industry employees would not be any more valid than the current survey for a different set of reasons, such as demographics.  Mays suggested that more thought be given to telephone surveys to bypass the concerns that have been raised.  Weathersbee reiterated that the data is needed by the first of the year (2005) to guarantee system changes by June 2005.  If this timeline is not met, we will risk suspension of annual validation for 2005.  Reed Comstock suggested remanding the Residential Survey issue back to RMS for further analysis based on the concerns expressed by TAC.  There were no objections from TAC.  
For details, the RMS Meeting Minutes are posted on the ERCOT Website.  The next RMS Meeting is scheduled for November 11th.
Reliability and Operations Subcommittee (ROS) Report (see Attachment)
Rick Keetch reported on the activities of the ROS.  The ROS met on October 12th.  Keetch discussed the following OGRR recommended for approval by the ROS (see Attachment):  
· OGRR 153 – Reactive Capability Testing:  Revision of Operating Guide Section 3.1.4.3 and Section 6.2.3 [Biennial Unit Reactive Limits (Lead and Lag) Verification Form] to conform to ERCOT Generator Reactive Testing Procedures.  This OGRR is consistent with PRR 535 – Reactive Testing.
A motion was made by Henry Wood and seconded by Dudley Piland that the TAC approve OGRR 153 as recommended by the ROS.  The motion was approved.  

Keetch discussed the State Estimator Observability and Redundancy Requirements Document.  The document was written by the ERCOT Staff at the request of the ROS as the result of two separate State Estimator Workshops to address stakeholder comments and concerns.  This document explains the proposed levels of observability, redundancy, and analysis to be established for the data requirements for the ERCOT State Estimator.  The ROS approved the document based on the need for improved observability in ERCOT regardless of zonal or nodal market design.  This was a TNT assignment to the ROS requiring TAC approval as stated in the Telemetry Addendum to the Fidelity Requirements White Paper.  Keetch recommended that TAC approve the State Estimator Observability and Redundancy Requirements Document and direct ROS to initiate correlating PRRs and/or OGRRs for implementation.  There was discussion regarding the document and what was proposed to be observed.  Dan Jones commented that it seemed like the paper was suggesting that everything be observed.  Concerns regarding responsibility and expenses for increasing observability were raised.  It was stated that the paper was fairly vague on this issue and did not directly address cost.  Due to the number of questions, concerns, and short time frame to review the document, Mark Dreyfus recommended that the issue be tabled until the December TAC meeting.  The document will be sent to the TNT for review and comment as a ROS product. The document will also be circulated on the TAC exploder for comment from TAC members.  
Keetch provided a status report on the following TAC assignments:

· Alternative Fuel Supply Requirement:  ERCOT distributed an Alternative Fuel Survey to the registered Resource contacts on October 29th.  The survey’s objective is to identify those units capable of dual fuel operation, installed dual fuel infrastructure, typical secondary fuel storage levels, and to assess the preparedness of generation units to operate on their secondary fuel should their primary fuel become unavailable.  An accurate assessment of the dual fuel capability of generation units in ERCOT is needed for ERCOT stakeholders to formulate a generation fuel strategy that addresses reliability issues related to curtailment of natural gas supplies.  The completed survey is due to ERCOT Client Relations by November 10th.  Keetch stated that there were concerns from Market Participants regarding confidentiality of the data being submitted through the survey.  A memo was passed out to the TAC addressing these issues.  Market Participants may designate the information that is submitted in response to the survey as Protected Information pursuant to ERCOT Protocol Section 1.3.1.1(15).  The responses to the survey are submitted to ERCOT and will be aggregated prior to the report to TAC and ROS.  The aggregated report will not disclose the identity of respondents or indicate the response of any individual respondent.  Sam Jones asked market participants to respond to the survey in an accurate and timely manner as the subject has raised concerns in the market.  Brad Jones thanked the ROS for administrating the survey and asked ERCOT to be aware that numbers provided by market participants in relation to fuel supply could be fluctuating.  Keetch suggested that if this were the case, market participants should make note of this in the comment fields provided for each question on the survey.  

· Verify the Operating Guide language supports PRR 409 – Voltage Support Service for Generating Resources.  OGRR 156 – Reactive Considerations due to PRR 409, has been posted and is in its comment period.  Prior to implementation of PRR 409, ERCOT is expected to revise its procedures and implement system changes.     

Keetch also reported that a Winter Preparedness Drill is scheduled for November 10th to allow participant QSE and TDSP Operators to test back-up facilities and drill scenarios in concert with ERCOT. The drill is not mandatory however drill participation can be counted as operator training hours.  Keetch reported that ROS is working with the Performance Disturbance Compliance Working Group and ERCOT Compliance to review the August 18th event.  
For details, the ROS Meeting Minutes are posted on the ERCOT Website.  The next ROS Meeting is scheduled for November 9th.
Commercial Operations Working Group (COWG) Status Report (see Attachment)
BJ Flowers reported on the activities of the COWG.  The COWG met on October 20th.  Review of Section 9 – Settlement and Billing, continues.  Preliminary discussions include a 10-day Initial Settlement, 52-day Interim Settlement, 130-day Final Settlement, and 180-day True-Up.  The COWG is currently reviewing Market notices to both Retail and Wholesale.  A conference call will be held on November 15th to discuss these issues.  COWG has also been focusing on improvements to the Settlement Dispute tool, including upgrades and changes to TML.  
The UFE Task Force is reviewing the following issues:  

· Identified areas where improvements can be made including Left-In Hot, Disconnects, Smoothing of missed Meter Reads, and others.   

· Improvements that are currently being worked via other ERCOT committees will be documented and tracked to measure level of success.  

· Improvements not currently being worked will be prioritized and plans developed.

The next COWG Meeting is scheduled for November 17th. 
Discussion of Revised TAC Procedures (This topic will be discussed at the December TAC meeting)
The revisions of the TAC Procedures primarily focus on adding the Commercial Operations Subcommittee as a standing subcommittee reporting to the TAC, effective on January 1, 2005.  

ERCOT Compliance Update
Larry Grimm reported on an event that occurred on August 18, 2004 (see Attachment) that resulted in ERCOT violating the NERC Disturbance Control Standard (DCS).  Grimm reviewed the DCS, the DCS history in ERCOT, and details about the August 18th event.  A transmission disruption led to a loss of 1,115 MW of generation at two facilities.  After the generation loss, frequency did not recover to 60 Hz. for over 17 minutes (NERC DCS requirement is 15 minutes).  A second NERC DCS Event also occurred on August 19th and the frequency recovered to 60 Hz. in about 8 minutes.  ERCOT Compliance intends to further investigate the August 18th event as follows:

· Review ERCOT Operator response to DCS Events
· Review QSE non-performance indicated by Schedule Control Error (SCE)

· Evaluate the amount of generation Responsive Reserve Service (RRS) deployed by the ERCOT System

It was noted that the penalty for violating the NERC DCS is that ERCOT would be required to increase the amount of RRS by approximately 109 MW for one quarter (three months).  Sam Jones noted that a letter had been sent to NERC requesting that the NERC Compliance Program not impose an increased Operating Reserve penalty on the ERCOT Region for this violation.  ERCOT Operations does not consider the August 18th violation to be due to a lack of sufficient Responsive Reserve.  At the time of the disturbance ERCOT had approximately 7,000 MW of Responsive Reserve on line and available.  This is over three times the ERCOT requirement of 2,300 MW of Responsive Reserve.  The cost of the potential Responsive Reserve would be approximately $4.75 Million to the load scheduling entities under normal conditions and much higher if Market prices increase for any reason, despite the fact that the increase would not have prevented the violation that occurred.  This would be an unjustified penalty to the rate payers in ERCOT and would result in no improvement to system reliability.  NERC has requested that the NERC Resources Committee consider this matter and provide a response on their position before December 31st.  If required, ERCOT would need to implement the Reserve Adjustment by January 1, 2005.  Henry Vadie questioned who would be responsible for the monetary cost of the additional reserve if the penalty were enforced.  Vadie suggested that the QSEs who were at fault should bear the responsibility.  Randy Jones stated that the additional reserve would be considered Ancillary Services and therefore the market would bear the financial cost.  Bob Helton asked Sam Jones and ERCOT Compliance to keep WMS informed of any developing issues.  
Operations Update
Ken Donohoo discussed the Elm Creek 345 kV Switching Station Project (see Attachments).  Donohoo discussed the problems being addressed by the project, solution, location of the station, project costs, and comments from Market Participants.  The addition of Elm Creek effectively adds, under normal and certain contingency conditions, another 345 kV double circuit into San Antonio by tying the lines from the South Texas Project to the Marion bus.  This allows for additional generation to flow out of Central Texas to serve load in San Antonio and could also provide a platform for future transmission upgrades.  From a reliability and outage coordination standpoint, the Elm Creek Switching Station creates a less severe contingency condition by allowing another path for power to flow on the 345 kV system.  Based on the results of this study, ERCOT staff, CPS staff, and the ERCOT South Regional Planning Group view the addition of the Elm Creek Switching Station as a viable solution to relieve local congestion in and around the Marion area.  Right-of-way costs, construction costs, and economic cost/benefit analysis for this project indicate a payback to the ERCOT Market in less than 2 years.  With such a short payback, it is recommended to proceed with this project.  Sam Jones stated that this proposal would be taken to the next Board meeting and requested TAC support and approval of the process as presented.  Bob Helton made a motion to support the project as presented by ERCOT Operations.  Henry Wood seconded the motion.  The motion was approved by a unanimous voice vote.
Texas Nodal Team (TNT) Update (see Attachment)
Trip Doggett reported on the activities of the TNT.  The TNT met last in general session on October 20th. Doggett provided a Cost Benefit Study Update.  The vendor reviewed preliminary results of the Energy Impact Assessment (EIA) and redrafted Other Market Impacts Assessment (OMIA) on October 27th.  A detailed draft of the EIA and final OMIA and Implementation Impacts Assessment (IIA) are expected November 15th.  A comprehensive final report is expected November 30th.  Doggett noted that the plan was to request approval to file the report at the December 14th Board Meeting.  The filing deadline for the Cost Benefit Study was moved to December 31st.
Doggett reviewed the status of ERCOT Protocol development.  Round 2 Review began on November 1st and the filing deadline for Load Zones and draft Protocols was moved to March 18th. 

A workshop was held on September 16th and 17th to address the comments received from four Economists.  The TNT met to discuss the Economists’ comments and several potential changes for TNT consideration were identified.  A workshop was held on October 25th and 26th to address white paper revisions to describe options to consider.  Votes are anticipated at the November 8th TNT General Session to decide which ideas to adopt.  Any ideas accepted will be incorporated in the Round 2 Protocol Review Process.

Doggett took questions and comments regarding the voting results from the October 5th and 20th General Sessions.  Parviz Adib referred to the approval of  “Motion to accept the following language: The IMM shall notify the relevant Entity promptly after the IMM notifies MOD.  The IMM shall cooperate with MOD to develop procedures to ensure prompt communication with MOD – Section 17.35.1”.  Adib stated that the PUC was against approving this motion since they did not believe it was appropriate for the IMM to notify the relevant Entities of potential wrong doings.  Randy Jones stated that after extensive discussion at TNT, it was the consensus of the stakeholders that it was important for the IMM to notify market participants of unacceptable behavior so that they can mitigate the behavior immediately.  In some cases Market Participants are not aware that they are in violation.  Reed Comstock requested that the TNT give TAC notice of any assignments they make to subcommittees.  Doggett acknowledged the request.       

Meeting dates and documents related to Texas Nodal can be found at http://www.ercot.com/TNT/.  The next TNT General Session is scheduled for November 8th.
Other Business
Brad Jones updated TAC on the Administrative Fee Allocation Methodology.  B. Jones stated that the Administrative Fee Small Group met last week.  The Commission stated that they would like to make allocation a threshold issue and that a rule making would be opened and initiated to deal with the administrative fee allocation methodology.  B. Jones stated that this could change TAC’s participation in the process.  If the participation does not change, the small group will provide to TAC a list of principals to guide the process, a set of allocation alternatives, and a list of key issues to be considered.  There was discussion of whether or not TAC should move forward with their efforts or allow the Commission to handle the fee allocation.  Reed Comstock stated that he would talk to the Commission and the Board regarding the rule making and its effect on TAC participation.  A decision would be made at the December TAC meeting as to whether or not to move forward.  
Future TAC Meetings
The next TAC Meeting is scheduled for December 2, 2004 from 9:30 p.m. to 4:00 p.m. to be held at the ERCOT Austin Office.  Additional TAC Meetings are scheduled on January 6 and February 3, 2005.
There being no further business, Read Comstock adjourned the meeting at 4:06 p.m. on November 4, 2004.









