ERCOT PROTOCOL REVISION SUBCOMMITTEE MEETING

09/30/05 Minutes


Attendance:

	Name 
	Representing

	Troy
	Anderson
	ERCOT

	Brad
	Belk
	LCRA

	Ann
	Boren
	ERCOT

	Mark
	Bruce
	FPL

	Read
	Comstock
	Strategic Energy

	Rob
	Connell
	ERCOT

	Mark
	Dreyfus
	Austin Energy

	Henry
	Durrwachter
	TXU

	Michelle
	D’ Antuono
	Occidental Chemical Corporation

	Jeff
	Gilbertson
	ERCOT

	Ino
	Gonzalez
	ERCOT

	Clayton
	Greer
	Constellation

	Kevin
	Gresham
	Reliant

	Richard
	Gruber
	ERCOT

	Kristi
	Hobbs
	ERCOT

	Tom 
	Jackson
	Austin Energy

	Robert
	Kelly
	BEPC

	Nieves
	López
	ERCOT

	Debbie
	McKeever 
	TXU Delivery via phone

	Sonja
	Mingo
	ERCOT

	Manny
	Muñoz
	CenterPoint Energy via phone

	John
	Oberwortmann
	CPS

	Kenan
	Ögelman
	OPC

	Mike
	Volpi
	Entergy Solutions

	Diana
	Zake
	ERCOT


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.  Description and Review of 2005 Project Prioritization Process
Troy Anderson reviewed the project implementation status for EMMS 4.
Review of 2005 Project Prioritization Process

Mr. Anderson explained the code designations and meaning of project labels such as “closing.”, “implemented,” etc. on the Project Priority List (PPL).  These designations indicate where a project is in the implementation cycle.  Mr. Anderson further reported that ERCOT will likely under-spend its capital budget during 2005.  Clayton Greer inquired whether there will be a positive year-end balance, and if yes, whether these funds carry over from budget year 2005 to budget year 2006.  Mr. Anderson explained that all carry-over funds are used to reduce ERCOT debt.  ERCOT does, however, initiate new projects as soon as funds are available within the current year.  Mr. Anderson also explained the type of projects are being accelerated (i.e. maintenance contracts). Participants discussed whether and how the priorities are defined.  Mr. Anderson explained that the definitions were developed over two years ago when many system improvement projects were needed.  Participants agreed that the definitions should be updated.

Participants expressed appreciation for Mr. Anderson providing updated information.
Mr. Gresham reviewed the activities to date related to review of projects, particularly the ERCOT projects.  Mr. Gresham reported that PRS has been tasked by TAC to review the ERCOT project list and that TAC expected this review to be accomplished in a timely manner.  Mark Dreyfus expressed the need for more complete descriptions of ERCOT projects and a more precise definition of the rankings for ERCOT projects.  Mr. Dreyfus stated that project prioritizations should have back-up documentation to justify the rankings.

Henry Durrwachter questioned why projects sponsored by the Public Utility Commission (PUCT) all receive a high ranking and asked who approves projects at the PUCT.  Participants discussed the issue of projects that may never be implemented because they do not meet reliability needs, such as extracts and risk management tools.

Mr. Dreyfus questioned the validity of the conventional wisdom that vendors will match the ERCOT estimates.  ERCOT reported that experience has shown that vendors will match published figures.  Debbie McKeever agreed that it may not be in ERCOT’s best interest to publish the numbers.  Mr. Anderson proposed using the midpoint of the estimate range provided in the Impact Analysis (IA) for the Cost Benefit Analysis (CBA).  Mr. Durrwachter suggested having the PRR sponsor submit their costs with the PRR, rather than waiting to submit the information during the CBA development process.  Mr. Gresham noted that the PRR sponsor may not know the costs to other Market Participants (MPs), and other MPs may not want their costs made public.  Mr. Durrwachter responded that the sponsor should provide its own costs.  The other MPs’ costs would be provided through the comment process.  These comments will be used to develop a full CBA.
Mr. Anderson reported that the PPL will be available on the website as a more interactive document.

3. Description and Review of Cost Benefit-Benefit Analysis
Mr. Anderson offered four objectives and options to meet the objectives for the CBA: 
1. Receive a reasonable amount of CBA information from the PRR sponsor by either having the sponsor complete a CBA form or modifying the PRR submission form to capture some of the CBA information; 
2. Complete the draft CBA in a timely manner.  ERCOT could complete ERCOT cost and benefit information in conjunction with the IA.  CBA would be made available for review at the same time as the IA;
3. Create an environment for questioning and challenging cost/benefit assumptions by possibly posting comments to the draft CBA or  form a working group to review the CBA; and 
4. Improve consistency in CBA results.  For example, consistent FTE costs for all CBAs in a year.

Participants continued the discussion of requiring that a preliminary CBA be part of the PRR submission form and be subject to comments.  The ERCOT Project Management Office (PMO) would then use this information to develop the CBA and IA.  Participants agreed that there needs to be an educational effort to implement this new process.

Participants then came to agreement as to how the CBA would be presented to TAC.  The CBA will be posted on the ERCOT website and the PRS Recommendation Report shall reflect any discussion regarding the CBA.  The CBA will reflect the estimated mid-point of the rolled-up estimated ranges.  Net benefits will be rounded to three significant digits.

Extracts/self-service tools/projects to address commercial concerns versus reliability projects
This subject was tabled to be taken up at a later date.

Methodology used in developing CBA

Participants agreed that the greatest concern is determining where the benefits come from and how these benefits are calculated.  If the project will affect price and have a market impact, it should be subject to a consumer metric.  It should also be academically correct.  Rob Connell reported that ERCOT will also perform a post-implementation analysis to determine whether projected benefits were achieved.

Brad Belk expressed frustration at the budget process and questioned how the PRS work product and the implementation of the Nodal market will work together.  Mr. Belk also expressed concern about how PRS will handle a potential flood of PRRs once the market transitions to a Nodal design.  Mr. Belk suggested that there be a separate budget from the regular O&M budget to fund PRR related projects to ensure that PRR projects are completed.  Kenan Ögleman expressed the concern that the market costs are borne by consumers and stated that it is appropriate that projects are prioritized otherwise the ERCOT administrative fee will keep rising.  Mr. Ögleman questioned how many projects may benefit only certain MPs, rather than the entire market.

Mr. Ögleman referenced back to the prior PRS meeting and to Richard Gruber’s presentation regarding the synchronization of PRRs approved since April 2004, and the Nodal market Protocols.  Ögleman suggested that there should be a moratorium on PRRs to change the Nodal market Protocols.  Mr. Belk disagreed because he believes that MPs must be able to revise the Nodal protocols to correct unintended consequences.  Participants raised the larger issue of PRRs requiring projects prior start date of Nodal market.  Participants also discussed the issue of alternative approaches that may reduce costs.
4. Other Business

None.
5. Adjourn
6. Future PRS Meetings
· October 7, 2005

· October 20, 2005

· November 17, 2005
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