04/18/05


MINUTES OF THE TECHNICAL ADVISORY COMMITTEE ADR TASKFORCE MEETING

Commissioners’ Hearing Room

Public Utility Commission of Texas

1701 N. Congress, 7th Floor

Austin, TX 78711

April 18, 2005; 9:30 AM – 2:00 PM

Shannon McClendon called the meeting to order on April 18, 2005 at 9:34 AM.


Attendance:

	Stanfield, Leonard
	Austin Energy
	Guest

	Briscoe, Judy
	BP Energy
	Guest

	Jones, Randy
	Calpine
	Guest – Via Teleconference

	Collard, Zach
	CenterPoint Energy
	Guest

	Walker, DeAnn
	CenterPoint Energy
	Guest – Via Teleconference

	Bowling, Shannon
	Cirro Energy
	Guest

	Thomason, Ryan
	Direct Energy
	Guest

	Boren, Ann S.
	ERCOT
	Staff

	Day, Betty
	ERCOT
	Staff

	Gallo, Andy
	ERCOT
	Staff

	Gruber, Richard
	ERCOT
	Staff

	Ragsdale, Kenneth
	ERCOT
	Staff

	Zake, Diana
	ERCOT
	Staff

	Trenary, Michelle
	First Choice Power
	Guest

	Claiborn-Pinto, Shawnee
	PUC
	TAC ADR Taskforce Co-Chair

	Gresham, Kevin
	Reliant
	Guest

	McClendon, Shannon
	Residential Consumer
	TAC ADR Taskforce Co-Chair

	Zlotnik, Marcie
	StarTex Power
	Guest

	Eddleman, Neil
	TEAM
	Guest

	Plunkett, Derenda
	Texas Genco
	Guest – Via Teleconference

	Flowers, BJ
	TXU Energy
	Guest

	Jones, Brad
	TXU Energy
	Guest


1.  Antitrust Admonition
Shannon McClendon noted the need to comply with the ERCOT Antitrust Guidelines.  
2.  Retail Data Variance and Wholesale Settlement Brief
Betty Day presented “Retail Data Variances and Wholesale Settlement”.   The topics of review included ERCOT Data loading, SCR 727, DEV and Settlements, Resettlements and the 2% Threshold, and Charge Types Impacted by Resettlement after True-Up.  Day clarified that settlement occurs with the data that is current in Lodestar at the time of the run, i.e. best available at the time of each settlement run.  She stated that ERCOT could not do “point-in-time” settlements.  BJ Flowers commented on the dispute process stating that the Protocols are very clear on filing disputes and that if a dispute is not filed, an ADR cannot be filed.  Flowers explained in order to maintain the ability to keep themselves in the ADR process, some QSEs will file a dispute.  She stated that the filing of the dispute was a QSEs only financial resolution tool. 
3. Summary of 4/12/05 Conference Call

Shannon McClendon reviewed the 4/12/05 Conference Call draft meeting minutes.  She asked that the group review the draft and make any comments or changes.  A. Gallo had a correction.  

4.  Scope of Task Force

Shannon McClendon stated that the taskforce was asked by TAC to put together a presentation to educate TAC regarding the ADR issue for the May 6, 2005 meeting.  She emphasized that the taskforce was not looking at resolving any outstanding ADRs or making any policy decisions.  COPS will be looking at how to improve future ADR processes.  

4.  TEAM Presentation  

Neil Eddleman gave a presentation on TEAM’s perspective of the ADR issue.  Shannon McClendon clarified that this was not the perspective of the TAC ADR Task Force.  Eddleman reviewed TEAM’s perspective on the following issues: Financial impacts to the market, Application of Protocols for Resettlement, Data delivery and adherence to protocols from data source, Known market gaps, Market synch efforts, Data discrepancy and review, and Key market decisions.  Eddleman commented that most of the known market gaps have been resolved or are being discussed/addressed by the RMS.  He stated that the key market decisions stated in the presentation led up to data discrepancies of which there was a major effort to clean up.  Eddleman stated that there was still the fundamental question of how data can be changing 180 days out.  Meter data should not be changing that much.  

Randy Jones stated via teleconference that metering Protocols only call for testing/verification of metering equipment once every 5 years.  R. Jones claimed that this could lead to the possibility of having bad meter reads for long periods of time which would lead to large amounts of data changing in the market.   R. Jones stated that conditions could arise where a party would want to resettle after 180 days if they were materially harmed by bad meter reads.  Shannon McClendon stated that this will be a discussion at the COPS meeting instead of included in the limited scope of the taskforce.  
5.  Scenario on Data Error

Randy Jones sent out a document titled “Scenario for Consideration by Special TAC Task Force on Data Error ADRs” to the taskforce prior to the meeting.  This issue will be addressed by COPS at the April 26th meeting.  

6. Other Perspectives  

Zach Collard commented on the cost per ESIID stating that the further back the data goes, the more significant the costs.  He stated that some data has already been archived on microfiche depending on the archiving rules of each TDSP.  For CenterPoint, data is archived as early as 2 years.  Collard provided a rough estimate of it costing approximately $50 per ESIID.

BJ Flowers stated that from TXU’s perspective there is very clear language in the Protocols on how to file disputes and ADRs on true-up settlements.  Flowers discussed TXU’s situation emphasizing the fact that the ADR’s they filed were timely.  Ryan Thomason stated that he was not disagreeing that TXU filed timely ADRs, however he was not clear as to why TXU did not bring these issues up in previous resettlements.  Flowers clarified that TXU has been working these issues since 2003.  Marcie Zlotnik echoed Thomason’s comments stating that when resettlements were being run, there was no mention that TXU’s issues were being worked on.  B. Jones stated that they did not feel like it was appropriate to be talking about confidential ADRs.  The market was aware that there were a large amount of ADRs in the market but they did not know who was holding the claims. B. Jones clarified that the ADRs were never denied by ERCOT but instead ERCOT and TXU continued to work through the process to resolve data differences.  If the ADRs were denied, TXU would have taken them to the Commission to be resolved.  

7.  Framing Issues

The taskforce discussed a proposed Issue 1: Is ERCOT obligated to use the most accurate data available in resettling Operating Days regardless of when ERCOT receives the updated data or is ERCOT obligated to use the most accurate data available at the time of settlement?  

Betty Day inquired if the Market Participants were asking ERCOT to resettle every time data changes.  If this was the case, resettlement would never end.  Gallo echoed Day’s question and stated that the issue was whether ERCOT’s obligation was to settle with the best data it has by true-up or whether ERCOT’s obligation was to settle with the best data it has whenever it becomes available.  Shannon McClendon clarified that the taskforce was not to make a policy decision of what ERCOT should do going forward.  The objective function was to provide information to TAC relative to the issue at hand on resettlement of outstanding ADRs.  The scope of the group was discussed to clarify the direction of the discussion.  

The Task Force agreed to the Scope of the ADR Taskforce:  The ADR Taskforce will provide education to TAC relative to the issue of denial of outstanding post-true up load imbalance ADRs.  

Interpretations of the current Protocols were discussed.  

ERCOT’s interpretation of the Protocols is to deny post-true up load imbalance ADRs related to data errors unless the data error is greater than 2% of the ERCOT Operating Day market transaction dollars.  

Ryan Thomason commented that this is what the Protocols currently say.  However, he stated that ERCOT does not appear to be following this practice since there have been disputes open for so long.  Andy Gallo clarified that regarding the TXU issue, ERCOT’s management decided after extensive discussion that due to the importance of the issue, and the amount of money involved and the impact of resettling long-past years, ERCOT would ask the Market Participants to affirm Management’s interpretation of the Protocols.   Thomason was concerned that this was a bilateral agreement solely between ERCOT and TXU and would exclude the other potentially impacted Market Participants.  He further stated that ERCOT should not be able to say whether or not ERCOT will follow the Protocols.  

Different interpretations of the 2% rule were discussed.  Gallo stated that if data changes after true-up, it has to be more than 2% for Resettlement to occur.  If it is less than 2%, ERCOT cannot resettle.  BJ Flowers stated that it was TXU’s interpretation that ERCOT had the option to resettle if the data changes amount to less than 2%.  Two alternate interpretations of the Protocols were drafted.  The three interpretations of the Protocols are as follows:

(1) Interpretation 1 - ERCOT’s interpretation of the Protocols: 

Deny post-true up load imbalance ADRs related to data that is provided to ERCOT by Market Participants, including TDSPS, unless the data error is greater than 2%.  

(2) Interpretation 2 – ERCOT may resettle if the data error is less than 2%.

(3) Interpretation 3 – ERCOT may resettle even if data error was external to ERCOT.

8.  Developing Advantages and Disadvantages List

The following advantages/disadvantages/issues were developed for each interpretation.

	Interpretation 1 - ERCOT’s interpretation of the Protocols: deny post-true up load imbalance ADRs related to data that is provided to ERCOT by Market Participants, including TDSPS, unless the data error is greater than 2%.  

	ADVANTAGES
	DISADVANTAGES
	ISSUES/IMPACTS

	Finality 
	Increases individual market participant risk
	Places financial risks on TDSPs

	Clarity


	Accepts less accurate data set if other data becomes available post true-up  
	More disputes against 3rd Parties

	Certainty


	Denying a market participant what they are due
	Different set of market participants

	Reduce Market Risk by abiding by Protocols


	More disputes against 3rd parties
	If party being denied takes the issue to the PUCT and then ERCOT is ordered to do something that we have no say in – outcome that we may not like – Encourages further actions at PUCT/District Court level.  

	Discourages non-specific disputes
	Lose ability to recover charges from customers
	

	Encourages getting data right within 180 days
	
	

	Continuous settlements raises costs for everyone – this lowers market participants costs
	
	

	Reaffirms governance process

(file PRR if grey area)
	
	

	Preventing administrative costs 
	
	

	Costs to absorb uplift avoided
	
	


	Interpretation 2 – ERCOT may resettle if the data error is less than 2%

	ADVANTAGES
	DISADVANTAGES
	ISSUES/IMPACTS

	Chances of getting it right


	Perpetual resettlements
	Synchronization of ERCOT settlement timeline, TDSP tariffs, Customer Protection rules 

	Reduces individual market participants risk
	Disincentive to get it right the first time
	

	Grants Market participants what they are owed
	Creates incentive for MPs to get things in on time 
	

	Accuracy of Settlement improved
	Presents opportunity for undue discrimination - “May”
	

	
	Accountability is reduced
	

	
	Lose ability to recover chargers from customers
	

	
	Financial exposure for MPs* (especially public companies)
	

	
	May increase escalation of ADRs
	

	
	Data storage, system capability, resources to analyze volume of ADRs, resettlement    – ERCOT costs increased
	


*Financial Exposure includes the following taken from the TEAM presentation:

· Financial books of MP’s have been closed for resettlement periods in question

· Financial impact to market can be substantial potentially forcing certain market players out of the market due to possible uplift recovery as a result of other MPs having exited he market

· Precedent for secondary ADR/resettlement of any operating day

· Cost to resettle market based on TDSP and ERCOT resources required to re-work DEV issues for operating days in question could be significant

· True monetary value of ADRs filed is unknown

· Potential delay in current settlement process as a result of revisiting previously closed operating days

· Subsequent adjustments to balancing energy for operating days in question

· Subsequent credit requirement adjustments for market participants

TXU will be given the opportunity to include the elements of financial exposure identified above in the other columns of the charts.

	Interpretation 3 – ERCOT may resettle even if data error was external to ERCOT



	ADVANTAGES
	DISADVANTAGES
	ISSUES/IMPACTS

	
	
	May relieve TDSPs of financial risks

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


9.  Future Meetings

The next meeting of the TAC Task Force on ADRs and Disputes will be from 9:30 to 11:00 AM on Friday April 22, 2005, in Room 161 at ERCOT Met Center. 

The phone conference call-in number is 512.248.3822; the password is 2331.  In order to accommodate as many parties as possible, we ask that stakeholder companies call in from a single location at their facility. 

Shannon McClendon adjourned the meeting at 1:50PM. 
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