ERCOT PROTOCOL REVISION SUBCOMMITTEE MEETING

08/24/05 Draft Minutes
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1.  Anti-Trust Admonition

The Anti-Trust Admonition was displayed for the members.  Kevin Gresham read the Admonition and reminded the members that paper copies are available.

2.  Approval of July 21 and July 27, 2005 Minutes
Randy Jones moved to approve the draft meeting minutes from July 21, as amended by PUCT Staff and ERCOT Staff and PRS, and the draft meeting minutes from July 27 as submitted.  Fred Sherman seconded the motion.  PRS unanimously approved the draft minutes as amended with all market segments present.
3.  Urgency Votes

None.
4.  TAC and Board Reports

Mr. Gresham reported that TAC remanded PRR598, Extension of Credit Against OOM Start Up, to PRS to finalize changes in the formula.  This PRR is discussed in greater detail below.
In reference to the Board meeting, Mr. Gresham focused on the BOD discussion regarding the ERCOT Budget and the Projects, particularly in light of the Commission decision to transition to a nodal market design.  Some of the issues raised by the BOD were the approval of PRRs that are assigned a priority below 1.1 (which in all likelihood will not be funded); the boxing of PRR language pending implementation; and limiting PRRs to those that are absolutely necessary to maintain the system.  Mark Dreyfus stressed the importance of being consistent in the manner in which priorities and rankings are assigned; developing clear goals (i.e. reliability vs. market benefits) to guide prioritization; the need to explore alternatives to PRRs requiring projects; and the implementation of incremental changes to the current market.  Manny Muñoz suggested that PRRs that carry over to the new market should get high priority and the carry-over status should be reflected on the PRR forms.  Participants agreed that the PRR forms should have a box to indicate whether a particular PRR would carry over in to a nodal market.  Mr. Dreyfus also raised the possibility of the Market Participants paying for certain projects, particularly of certain projects only benefiting a discreet segment of the market.
5.  PRR Voting Items

PRR593 – Reporting of Net Generation and Load (FKA Behind the “Fence” Reporting of Load)
Philip Oldham explained the comments posted by the Texas Industrial Energy Consumers (TIEC) and noted that TIEC made a special effort to develop language that addressed its concerns while still meeting ERCOT’s needs.  ERCOT Staff agreed that the language as offered by TIEC would provide ERCOT with the desired data.  Randy Jones raised the issue of generation tripping behind the fence and affecting the grid, particularly reactive power/voltage support.  TIEC responded that this should be addressed in a separate PRR.  Participants also discussed the use of seasonal data, ERCOT’s ability to locate facilities that may place load on the system when generation trips and the new NERC requirements.  TIEC stressed that some of this data is already available through reporting to the PUCT and that to the extent data is already there it should be used first.  
Mr. R. Jones moved to recommend approval of the PRR as amended by TIEC and return the PRR to TAC.
 Jeff Holligan seconded the motion.  The motion passed unanimously with all market segments present.
PRR598 – Charge Against OOM Start Up (FKA Extension of Credit Against OOM Start Up)
Kenan Ögelman laid out the changes to address the concerns raised by Richard Ross of AEP at the TAC meeting pertaining to the claw-back.  These changes are intended to ensure that (1) there is no claw-back of verifiable costs for nuclear, hydro and coal units; (2) the claw-back amount is less rather than more; and (3) there is only a claw-back if there is an actual payment for start-up.  ERCOT also introduced clarifying language to Section 6.8.2.2.  
Mr. Ögelman made a motion to recommend approval of the PRR as amended by AEP and ERCOT.  Clayton Greer seconded the motion.   The motion passed with two nays from the IOU segment and one abstention from the Independent Generators.  All market segments were present for the vote.
PRR606 - User Security Administrators and Digital Certificates
Mr. Jones questioned the need for the requirement that certificates be limited to a single user.  Debbie McKeever of Texas Data Transport Working Group (TDTWG) explained that the language in Section 16.11.2 calling for a single user of digital certificates is compliant with ERCOT’s security audit rquested by the PUCT, the vendor contract and internal ERCOT procedures.  It is also fairly standard as compared to the policies of other Independent System Operators.  Larry Gurley noted that 99% of data comes through a single Application Programmatic Interface (API) and that the focus should be securing and auditing of security practices of the market participant, rather than impose single certificate requirements.  In addition, it was noted that NERC is also working on guidelines for digital certificate use.  ERCOT Staff noted that it cannot do a proper audit on a multi-user certificate because there is no accountability of a single individual.  Mr. Sherman agreed that it is proper that the Market Participants take full responsibility for the digital certificate.  Ms. McKeever noted that the terms of the vendor contract are proprietary, but she assured the single user per certificate requirement existed.  Mr. Gurley suggested negotiating new terms allowing multiple users per certificate.
Mr. Gresham urged ERCOT to finish review of the data currently available only through digital certificate.

BJ Flowers made a motion to recommend approval of the PRR as amended by TDTWG.  Mr. Muñoz seconded the motion.  The motion passed with four abstentions from the Municipal, Independent Generator, Investor Owned Utility and Independent Power Marker segments and two nays from the Municipal and Independent Power Marketer segments.  All market segments were present for the vote.
Brad Belk made a motion to assign Urgency status to the PRR.  Ms. Flowers seconded the motion.  The motion passed with two abstentions from the Independent Power Market and Independent Generator segments.  All market segments were present for the vote.
PRR611 – Replacement Reserve Under-Scheduled Capacity Delineation
ERCOT Staff presented ERCOT’s comments, suggested language changes to PRR 611, and explained that these changes are intended to address the concerns raised at the last PRS meeting.  ERCOT Staff also reported that the Reliability and Operations Subcommittee (ROS) had reviewed the PRR and had voted in support of the concept.  Mr. Jones voiced appreciation for Staff’s effort to be responsive and clarify the PRR, and committed to submitting comments in support of the PRR, provided the OGRR is harmonized with the PRR.  Mark Bruce expressed a desire to delay the PRR until such time as the OGRR is fully developed or at least more assurance that OGRR language will be fully harmonized.  Mr. Jones gave assurances that he would participate in the process to ensure that ROS harmonizes the OGRR with the PRR.
Mr. Greer made a motion to recommend approval of the PRR as amended by ERCOT and PRS.  Mr. R. Jones seconded the motion.  The motion passed unanimously with all market segments present.

PRR613 - Replacement Reserve under Scheduled Capacity Delineation (URGENT) 
PRS discussed thr concern that the manner in which ERCOT determines mismatches with QSEs may not work because it assumes a relationship between entities where no contractual relationship exists.  Participants also discussed the relationship between Responsive Reserve Service (RPRS) and the impending release of EMMS 4.  PRS noted that WMS has recommended that units selected to provide RPRS to resolve capacity insufficiency should be paid OOMC and had submitted comments to that effect.  Participants further noted that there may be impacts on settlements.  ERCOT Staff committed to reviewing impacts of PRR 613 on settlements and report back next month.
Dan Jones made a motion to defer PRR613 and PRR616 until the next PRS meeting.  Clayton Greer seconded the motion.  The motion passed unanimously with all market segments present.
PRR616 – Interim Solution for the Direct Assignment of Replacement Costs for System-wide Capacity Insufficiency – URGENT – no priority required; however requires training.
See discussion regarding PRR 613 above.
PRR617 – IDR Optional Removal Threshold - Modification
Kathy Scott described the PRR, and explained that this PRR is accompanied with a concurrent revision request to the Retail Market Guide.    Ms. Scott stated that this is a consensus document but noted that RMS has not voted on this PRR yet due to the timeline.  She also noted that no comments have been received to date and none are expected.  Participants further noted that the PRR would result in a procedural change that will not require a system change.  Mr. D. Jones expressed concern that the PRR may affect local authority, especially with respect to NOIES who may opt to enter competition at a later date.  Mr. D. Jones also noted that this concern did not rise to the level of preventing him from recommending approval of this PRR.
Mr. Muñoz made a motion to recommend approval of this PRR.  Mr. Greer seconded the motion.  The motion passed unanimously with all market segments present.
PRR618 – Balancing Energy Up from a Specific LaaR Resource 
ERCOT Staff explained that although the Protocols allow all Resources, including Loads Acting as Resources (LaaRs), to bid to be selected to resolve congestion, there is no language in the Protocols that provides how these LaaRs are to be paid.  This PRR proposes to settle such LaaR deployments at the generic rate.  Mr. D. Jones pointed back to discussion regarding availability and payments for LaaRs deployed for OOMC and OOME.
ERCOT Staff also introduced additional language to Section 7.4.3.1(2) that would include LaaRs in the settlement equations.  

Mr. Greer made a motion to recommend approval of this PRR as amended by ERCOT.  Mr. Sherman seconded the motion.  The motion passed with four abstentions from the Consumer, Independent Generator, and Independent Power Marketer segments.
PRR619 – Day-Ahead Procurement of LaaR for RRS 
Participants discussed the value of LaaRs vis-à-vis Generation; the value of the LaaR to the buyer; and risk of over deployment of LaaRs.  Mr. R. Jones stated that his company could not support a PRR that creates an artificial crutch for LaaRs in the market.  Mr. D. Jones called for the creation of a separate market for LaaRs; however several Participants responded that this should be addressed separately.  Mr. Muñoz expressed concern that the over-deployment of LaaRs may have an impact on frequency.  Larry Gurley noted that the current means of selecting LaaRs to provide RRS creates an equity issue.  ERCOT Finance reported that the CWG planned to evaluate the potential positive implications of this PRR on credit and collateral requirements.
Mr. Greer made a motion to recommend approval of the PRR as submitted.  Mr. Gurley seconded the motion.  The motion failed with three abstentions from the Investor Owned Utility and Independent Power Marketer segments and seven nays from the Municipal, Investor Owned Utility, Independent Generator, Consumer, and Independent Power Marketer Segments.  The Cooperative market segment was not present for the vote.  No party made an alternative motion.
6.  Project Update and Summary of PPL Activity to Date

Troy Anderson summarized changes to the Project Priority List (PPL) that occurred over the last month.  Specifically, Mr. Anderson reported that:
· The August PPL posted on ERCOT.com

· 2006 PPL has been presented to the BOD

· 2005 and 2006 PPLs will be merged

· A number of projects are in planning phases (PRR312, 548, 525, 569, 502, and SCR 739)

· EMMS 4 is scheduled for implementation 9/28

· TX SET 2.1 is scheduled for implementation 12/5

· Projects will be categorized by activity; i.e. reliability compliance, operations, etc.

7.  Cost Benefit Analysis Process

Mr. Anderson explained that the Cost-Benefit Analysis (CBA) will be developed in conjunction with the Impact Analysis (IA).  It is expected that the PRR Sponsor will include estimates of market costs and benefits of the PRR.  PRS will need this information to effectively set priorities.  Mr. Anderson proposed that PRS create a Market Participant team to meet monthly every Tuesday prior to TAC to develop the CBAs for PRS.  Mr. Gresham suggested the vice-chair of PRS lead the team.  Mr. Hooligan questioned whether the issues will be rehashed at PRS, in spite of the team’s efforts.  A decision regarding the creation of a team was tabled until next month’s PRS meeting.
8.  Review of PRS Recommendation Reports and Impact Analyses for PRRs Recommended for Approval at July Meeting:
Mr. Anderson reminded the PRS that CBAs need to be developed before these recommendations are forwarded to the BOD.
PRR567 – Simplified Three-Part Bidding for Ancillary Services (FKA Block Bidding of Ancillary Services)
The project would be in the $1 to 3 million range estimate because it will touch all areas of ERCOT’s systems.  Mr. Belk noted that it is a high cost project that is untested and will not carry over in to the nodal market.  Mr. Dreyfus agreed that now is not the time to expend these kinds of resources.  Participants also discussed the CBA and whether it should include the lost value of projects that are bumped as a result of funding this project.
Mr. Greer made a motion to set the priority at 1.1, with a rank of 32.5, and a recommendation to implement this PRR in 2006.  Ms. Flowers seconded the motion.  The motion failed with two abstentions from the Independent Power Marketer segment and nine nays from the Cooperative, Municipal, Investor Owned Utility, Consumers, and Independent REP segments.
Mr. Belk offered a motion to set the priority at 3.3.  Mr. Ögleman seconded the motion.  The motion passed with three abstentions from the Independent Power Marketer and the Municipal segments and six nays from the Municipal, Investor Owned Utility, Independent Generator, and Independent Power Marketer segments.
PRR602 - Ancillary Service Obligation for DC Tie Exports 
Mr. Gurley made a motion to set the priority at 1.1, with a rank of 32.5.  Mr. R. Jones seconded the motion.  The motion passed with eight abstentions from the Municipal, Investor Owned Utility, Independent Generator, Consumer, Independent REP, and Independent Power Marketer segments and two nays from the Municipal and Independent Power Marketer segments.  All market segments were present.
PRR612 - Ancillary Service Procurement during the Adjustment Period 
No prioritization was necessary.  This PRR requires training only.
9.  Prioritization of PRRs Requiring System Changes and SCRs

PRR613 - Replacement Reserve under Scheduled Capacity Delineation 
Deferred.
SCR745 – Retail Market Outage Evaluation and Resolution

This SCR is currently ranked to be implemented in 2006.  This SCR creates a similar redundancy safety net on the retail side as exists on the whole sale side.  The new estimate sets the cost between $1 and 3 million.  A CBA has been created for this SCR.  
Ms. Flowers made a motion to maintain the priority of 1.1 and rank of 30, as reflected on the current PPL.  Mr. Muñoz seconded the motion.  The motion passed with one abstention from the Independent Power Marketer segment.  All market segments were present.
10.  Requests for Reconsideration of Priority
PRR565 – Calculation of Losses for Settlement for 2005 and 2006
Mr. Ögleman made a motion to set the priority at 1.1 for this PRR, with ranking of 32.6.  Mr. Gresham seconded the motion.  The motion passed with two abstentions from the Cooperative and Independent Power Marketer segments.
PRR577 – Availability of Aggregated Load by TDSP for 2005

This PRR would automate the activities associated with a FERC filing requirement.  Currently, the data is produced through a manual work around.
Ms. Flowers made a motion to set the priority at 1.2 for 2005 for this PRR.  Mr. Greer seconded the motion.  The motion passed unanimously with all market segments present.
SCR743 – QSE Dispute Extract

Ms. Flowers made a motion to set the priority at 1.2 for 2005 for this PRR.  Mr. Greer seconded the motion.  The motion passed unanimously with all market segments present.
11.  WMS Report on SCE/Frequency Control Discussion – related to PRR586 - SCE Performance and Regulation Cost Re-allocation, PRR605 - SCE Performance Monitoring for Combined Cycle Resources, PRR607 - One-Minute Ramp Schedules, and PRR608 - Improve Ancillary Service Performance Conditions
Bob Helton reported that WMS is taking the following actions regarding the three issues related to frequency control:
1. Response for those that are selling in to the Ancillary Services (AS) market: it appears that there is not expected (and sufficient) response from the market.  The group is working on solutions.
2. Response for those that have not sold in to the AS market: the group will review this issue within the context of the white paper on Governor Response developed by Mr. R. Jones.

3. The cause for deviations in frequency response:  the group has developed a list of causes such as LaaR deployment, scheduling, etc.
Mr. Helton stressed that the subcommittee is not looking at the specific PRRs listed above at this time; rather it is focusing on the core issues affecting frequency control.  If the group subsequently finds that one or more of these PRRs fit the solution, then WMS will issue a recommendation.

12. WMS Recommendations to Reject Referred PRRs

PRR356 – SCE Performance Requirement

PRR358 – Negative Impact SCE

PRR462 – Market Solution Definition

Mr. Helton explained that these PRRs have either been replaced by subsequent PRRs or have become obsolete.
Mr. Helton made a motion to support rejection of these PRRs.  Mr. Greer seconded the motion.  The motion carried with one nay from the Coop segment and all market segments present.

13. OGRRs

None.
11.  Other Business

None.
Future PRS Meetings
Thursday, September 22, 2005
Thursday, October 20, 2005

� PRR593 was originally remanded to PRS by TAC to address the comments made by the Consumers at the 7/7/05 TAC meeting.  





Draft Minutes 082405 PRS Meeting

Page 1 of 8

