ERCOT PROTOCOL REVISION SUBCOMMITTEE MEETING

12/16/05 Draft Minutes


Attendance:

	Name
	Representing

	Troy
	Anderson
	ERCOT via phone

	Kristy
	Ashley
	Exelon

	Dan
	Bailey
	Garland

	Mark
	Bruce
	FPL

	Barbara
	Clemenhagen
	Sempra

	Michelle
	D’Antuono
	Occidental

	John 
	Dumas (phone)
	ERCOT

	Henry
	Durrwachter
	TXU

	Beth
	Garza
	ERCOT

	Ino
	Gonzalez
	ERCOT

	Clayton
	Greer
	Constellation

	Richard
	Gruber
	ERCOT

	Sean
	Hausman
	PSEG

	Shari
	Heino
	ERCOT

	Bob
	Helton
	ANP

	Scott
	Helyer
	Tenaska

	Kristi
	Hobbs
	ERCOT

	Hal
	Hughes
	DME

	Tom 
	Jackson
	Austin Energy

	Don
	Jones
	TIEC

	Randy
	Jones (phone)
	Calpine

	Robert
	Kelly
	BEPC

	Eddie
	Kolodziej
	Customized Energy Solutions

	Steve
	Krein
	ERCOT

	Nieves
	López
	ERCOT

	Steve
	Madden
	StarTex Power

	Matt
	Mereness
	ERCOT

	Sonja
	Mingo
	ERCOT

	Manny
	Muñoz
	CenterPoint Energy

	Philip
	Oldham
	TIEC

	Mark
	Patterson
	ERCOT

	Adrian
	Pieniazek
	Texas Genco

	Lloyd
	Prichard
	BP

	Richard
	Ross
	AEP

	Fred
	Sherman
	GP&L

	Malcolm
	Smith
	Energy Data Source

	Randa
	Stephenson
	PSEG

	Mike
	Volpi (phone)
	Entergy Solutions

	Stacey
	Woodard
	Austin Energy

	Christine
	Wright
	PUCT

	Diana
	Zake
	ERCOT


1.  Anti-Trust Admonition

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

2.  Approval of November 17, 2005 Minutes
Henry Durrwachter moved to approve the draft meeting minutes from November 17, 2005 meeting as submitted.  Sean Hausman seconded the motion.  PRS unanimously approved the draft minutes with all market segments present.
3.  Urgency Votes

Mr. Madden reported that Urgency Status was approved for PRR646, Establish a Floor for Responsive Reserve Service Bids of $0, by email vote.
4.  TAC and Board Reports

Mr. Madden reported that on December 1, 2005, TAC remanded PRR567, Simplified Three-Part Bidding for Ancillary Services (FKA Block Bidding of Ancillary Services), and PRR602, Ancillary Service Obligation for DC Tie Exports, to PRS.

In reference to PRR567, Mr. Durrwachter proposed to convene a taskforce to analyze the costs and benefits and evaluate the potential impact of this PRR on ERCOT resources.  Mr. Durrwachter also proposed a methodology that would use daily data rather than seasonal data.  Participants discussed the difficulty in determining the appropriate bid prices if certain units come available.  Clayton Greer requested that Beth Garza and Joel Mickey assist in the review of ERCOT costs.
The taskforce to discuss PRR567 will convene on Friday, January 13, 2006.  Mr. Durrwachter committed to having the analysis available one week prior the January PRS meeting.
Mr. Durrwachter made a motion to set up taskforce, refine the methodology and develop a revised Cost Benefit Analysis (CBA) for PRR567 for the January PRS meeting.  Richard Ross seconded the motion.  The motion passed unanimously with all market segments present.
In reference to PRR602, Ancillary Service Obligation for DC Tie Exports, Scott Helyer, explained the methodology used to establish the number of hours power would be moved over the DC tie in developing the CBA for PRR602.  Participants noted that the underlying data used in the analysis was not made available for review and questioned whether the analysis takes all ERCOT fees and ancillary costs in to consideration.  Philip Oldham questioned whether ancillary services obligations are appropriately applied, and whether it was the intent to grant a blanket exemption from certain ancillary services costs.  Mr. Helyer emphasized that these exemptions are necessary to increase transactions over the ties.
PRS agreed to table PRR602 pending a review of the data used to develop the CBA.
5.  Process for PRRs Affecting Nodal Protocols

Kristi Hobbs reported that the Transition Plan Taskforce (TPTF) had agreed at its December 15, 2005, meeting that the TPTF would address four types of revisions to the Nodal Protocols:
1. Revisions resulting from Commission orders; 
2. Clarifications of Nodal Protocol language that do not change the intent or technical specifications of the Nodal Protocols; 
3. Correction of technical errors or processes that are found not to be technically feasible; 
4. Revisions to the Nodal Protocols necessary to implement the results of the value engineering analysis or to otherwise avoid severe cost impacts.  
Such revisions would require an affirmative vote by the TPTF (in accordance with the Procedural Guidelines set out in the TPTF Charter) to recommend a PRR to the PRS.  Any other proposed revisions would be handled according to the process set out in Section 21, Protocol Revision Process.  The proposal is part of the TPTF Charter, which is subject to TAC approval.
6.  Project Update and Summary of PPL Activity to Date

Troy Anderson reported on the recent project implementation of:
· Potential Load Loss

– 12/3/2005
· TX SET 2.1 


– 12/5/2005
Mr. Anderson further reported that the November Project Priority List (PPL) was posted on the ERCOT.com website on 11/28/05 and that the updated program area arrow diagrams will be posted in January, 2006.  Mr. Anderson also gave a demonstration of where PPL postings may be found on ERCOT.com website, including where Market Participants (MPs) may find information such as project implementation status, project priority and rank’ and project details.  The information is downloadable as an Excel file.
7.  Report on Revised Project Criteria

Mr. Anderson displayed and reviewed the ERCOT proposed changes to the Project Prioritization Criteria document.   ERCOT proposed considering ERCOT projects in the prioritization category of providing a “value for a majority of market segments or ERCOT” rather than in the category of a “value for one or two segments or ERCOT”.  The proposal also included a list of key definitions for all parties to use in the prioritization process.  Mr. Anderson explained that the document does not provide a default priority set of logic because ERCOT staff concluded that MPs may chase numbers, rather than evaluate a project on the actual merits.  Hal Hughes inquired as to why sorting continues by the entities of PUCT, Market, and ERCOT.  Participants discussed evaluating projects on the merits only and eliminate the source of the project as a sorting criterion.  

Manny Muñoz made a motion to recommend approval of document as amended by PRS.  Mr. Durrwachter seconded the motion.  The motion passed unanimously with all market segments present.
8.  PMO Update

Mr. Anderson provided the schedule for the monthly overview of the five ERCOT Program Areas.  During these scheduled overviews, two or three Program Area representatives will make 15-minute presentations.
Month

Program Area

% of ‘06 Budget

January

IT Operations



21%

February

System Operations


36%

March

Retail Operations


28%

April

Market Operations


6%

May

Corporate Operations


5%
Mr. Anderson announced that Karen Farley, David Johnson, Matt Mereness, Calvin Opheim, and Troy Anderson are on the team to provide input in the development of the revised project priorities.
9.  PRR Voting Items

PRR630 – Private Use Networks
Philip Oldham reviewed TIEC’s comments and indicated that it has worked with ERCOT on an alternative PRR – PRR647, Gross and Net MW/Mvar Data Reporting.  Mr. Oldham reiterated that PRR630 violates Commission Substantive Rules, creates costs with no real benefits, and may have unintended consequences.  Randy Jones inquired to what extent the alternative PRR647 will complement or substitute to PRR630.  Mr. Oldham responded that PRR647 will address the reactive reserve service issue without changing the power factor requirements for private use networks.  Beth Garza reported that ERCOT staff considers these two PRRs as addressing two separate issues and noted that ERCOT is indifferent to PRR630.  PRR647, however, is a data gathering requirement necessary for ERCOT to ensure reliability of the system.  According to Ms. Garza, these PRRs are, therefore, not tradable.  Mr. Jones disagreed with Mr. Oldham that private use networks maintain a proper power factor.  Power factors may get ignored and the burden is then passed on to the generators.  Mr. Durrwachter stated that the intent of PRR630 is to level the playing field for MPs.  Mr. Durrwachter noted that this issue may be addressed in the Pro-Forma Tariff requirement, but it is not addressed in Protocols.  Mr. Madden questioned whether requirements in the Pro-Form Tariffs should be transferred to the Protocols.  Mr. Oldham added that private use networks have power factor requirements; if the private use networks don’t meet these requirements this needs to be fixed, or the Transmission and Distribution Service Providers (TDSPs) should address this with their customers.  Mr. Jones countered that this would not help ERCOT in reality; because even though this may be addressed in the Pro-Forma Tariff, this Tariff is not necessarily uniformly applied by the TDSPs.  Mr. Madden noted that this is a TDSP enforcement issue.  Mr. Jones responded that generators caught in the middle.  Mr. Madden suggested that this should be taken to the Commission and that repeating tariff requirements in the Protocols is bad precedent.
Mr. Durrwachter made a motion to recommend approval of the PRR as amended by CenterPoint’s comments.  Adrian Pienazek seconded the motion.   The motion passed with two nay votes from the Consumer and the Independent REP segments.  All market segments were present for the vote.
PRR635 – Resource Plan performance Metrics Update
Mr. Greer made a motion to recommend approval of this PRR as revised by the Qualified Scheduling Entity Managers’ Working Group (QSEMWG) comments.  Mr. Durrwachter seconded the motion.   The motion passed unanimously with all market segments present for the vote.
PRR640 – Update Provisions for Capacity and Energy Payments for RMR Service and Add a New Standard Form Agreement for Synchronous Condenser Service
Shari Heino inquired whether references to the Synchronous Condenser Unit should be eliminated in the current Protocols; however, members of the group noted that this language may still be useful in the future.  Ms. Heino also requested clarification from Sempra regarding Sempra’s comments related to the incentive factor and the Planned Outage factor.  Barbara Clemenhagen responded and also explained that Sempra desires the data on an interval per unit level, not at the QSE level.  ERCOT staff offered to develop methodology that will allow Sempra to shadow the calculations without the need for Protocol changes.  
Mr. Durrwachter expressed the preference of having Sempra’s suggestions reviewed more thoroughly and expressed concern over Sempra’s proposed incentive factor.  Mr. Oldham stated that TIEC would oppose any increase in cost – particularly if these items were not meant to be covered in the current Protocols.  Mr. Muñoz noted that the original PRR was intended as clarification and clean-up whereas Sempra’s comments represent substantive changes.  Mr. Muñoz proposed that the PRR be passed as written by ERCOT.
Mr. Muñoz made a motion to remand the PRR640 to a taskforce or working group.  Michelle D’Antuono seconded the motion.  Ms. Clemenhagen offered a friendly amendment to pass PRR640 as written by ERCOT and retaining Sempra’s non-controversial proposed revisions and refer the substantive changes to another PRR.  After some discussion the motion was withdrawn pending discussions between ERCOT and Sempra.
Upon return, Ms. Clemenhagen reviewed the changes agreed to by Sempra and ERCOT.  The remaining changes proposed by Sempra may be addressed in a separate PRR.  Ino Gonzalez reported that a proposed revision addressing the two-percent bandwidth will require a system change.  The group eliminated this provision.
Ms Clemenhagen made a motion to recommend approval of this PRR as revised at PRS.  Mr. Greer seconded the motion.  The motion passed with one opposing vote from the Consumer segment.  All market segments were present for the vote.
PRR642 – Lower Limit to IDR Meters in MRE for True-Up Settlement IDR Threshold
Mr. Muñoz made a motion to recommend approval of PRR642 as submitted.  Fred Sherman seconded the motion.  The motion passed unanimously with all market segments present.

PRR645 – Customer Information Repository
This PRR was tabled at the request of the PRR sponsor.
PRR646 -- Establish a Floor for Responsive Reserve Service Bids of $0 (URGENT)
Mr. Durrwachter stated that this PRR does not provide solution to the issue of negative bids creating a risk to the market and reviewed TXU’s comments.  Ms. D’Antuono noted that this PRR represents short-term solution, not a long-term solution.  Mr. Muñoz reported that TAC wants a long-term solution.  Vanessa Spells explained that the Credit Working Group (CWG) was tasked with developing short-term solution and that a long-term solution will require system changes.  Mark Bruce reiterated that this is very short-term solution and that the Demand-Side Working Group (DSWG) recommends a floor of negative $1,000.  Ms. D’Antuono noted that Responsive Reserve Service (RRS) has floor of negative $1,000.  Mr. Oldham also opined that this PRR is appropriate as a temporary solution, but would prefer a cap of negative $1,000 because it is more similar to other services in this market.  Mr. Madden stated that his preference would be to give the appropriate group a directive to develop a long-term solution by a certain date.  Mr. Oldham expressed concerns over the credit issue over the long term.  Mr. Greer suggested that a long term solution would be to separate the bid stack as proposed in TXU’s comments.  Mark Patterson reported that there have been changes in bidding behavior and that the risk to the market is 1/10th of what it was prior to discussions of the topic in the market.  Mr. Pienazek questioned why the CWG chose $0 rather then negative $1000 as the cap.  Mr. Greer added that he does not believe that all Balancing Energy Services pose the same credit risk and commented that it is not intellectually honest to put separate services on same par for the purpose of establishing a floor.
Mr. Durrwachter made a motion to recommend approval of the PRR as amended by PRS.  Mr. Muñoz seconded the motion.  The motion passed with two abstentions from the Independent Generators.  All market segments were present for the vote.
10.  Review of PRS Recommendation Reports and Impact Analyses for PRRs Recommended for Approval at November Meeting:
PRR543 – Schedules and Emergency Assistance Over DCE-ERCOT DC Ties; 
PRR627 – RMR Transmission Issues and RMR Contract Extension; and

PRR639 – Notification of Repairs to EPS Meter Facilities Under Emergency Conditions
PRS reviewed the PRS Recommendation Reports and Impact Analyses and agreed to pass these documents on for TAC consideration.
PRR638 – Change Settlement Invoice Due Date from 16 Calendar Days to Five Business Days.
ERCOT staff explained that ERCOT holidays and Bank Days observances may not coincide and proposed revisions to ensure that there will be no conflict.
Mr. Greer made a motion to waive notice requirements.  Durrwachter seconded the motion.  The motion passed unanimously with all market segments present.

Ms. D’Antuono made a motion to recommend approval of this PRR as amended by ERCOT comments.  Mr. Durrwachter seconded the motion.  The motion passed unanimously with all market segments present.  PRS also reviewed the PRS Recommendation Report and Impact Analysis and agreed to pass these documents on for TAC consideration.
PRR646 – Establish a Floor for Responsive Reserve Service Bids of $0 (URGENT)

Mr. Anderson explained that the CBA is fairly basic because the only benefit is that it eliminates risk.  Therefore, the benefits are intangible and difficult to quantify.  Participants also discussed the impact of the revised PRR language and the changes in bidding behavior, and revised the CBA accordingly.  
Participants agreed that this PRR should be sent to TAC with a request that the PRR be considered by e-mail vote prior to the next scheduled TAC meeting.
11.  Project Prioritization
PRR646 – Establish a Floor for Responsive Reserve Service Bids of $0 (URGENT)
The original Impact Analysis indicated an estimated implementation cost of less then $100,000 if the system were to be automated to reject any bid that exceeded the established threshold limit.  ERCOT Staff explained that ERCOT could monitor bidding behavior ex-ante without a system modification, as some other bids for Ancillary Services have been monitored in the past.  Participants agreed that if a Market Participant were to exceed the established bid threshold, the Market Participant would be in violation of the ERCOT Protocols, even if the system did not automatically reject the bid in real-time.  The Market Participant would be reported to the Commission and would be subject to Commission penalties.  The participants agreed that, therefore, and since this is a temporary solution, it would not be necessary to expend the resources to automate the implementation of this PRR.  The Impact Analysis was revised to eliminate the need for a project, resulting in this PRR having no impact.
PRR567 – Simplified Three-Part Bidding for Ancillary Services (FKA Block Bidding of Ancillary Services)
This agenda item is tabled pending the analysis discussed under Agenda Item No. 4.
12.  Other Business

ERCOT Executive Management Interpretation of Protocols
Richard Gruber explained that the interpretation of the ERCOT Protocols is based on the language of the Commission Substantive Rules, the ERCOT Protocols, legal precedence, and management judgment.  Mr. Gruber noted that there is a formal Protocol interpretation process that can be used by market participants and that those requests should be directed to their ERCOT account managers.  Such requests should also include the context, situation and any facts or examples underlying the request for the interpretation..  Mr. Gruber emphasized that ERCOT recognizes that its interpretations may be challenged at the Board level and the PUCT level, which provide a strong motivation, as well as check and balance.  That said, when there is an issue for which Protocols do not offer clear direction, a cross functional group of ERCOT management will typically review the language it has before it, discuss the options, consider the impacts of those options and make the decision it feels most closely adheres to the rules as approved by the ERCOT Board and PUCT.   Based on this process, ERCOT management concluded that the current language in the Protocols did not support treating costs associated with a Market Participant default as Unaccounted for Energy (UFE).  Instead such default related amounts should be treated as short-pay amounts until a Protocol language change is approved by the ERCOT Board, or it is directed to settle such amounts as short-pay by the Board or the PUCT.  
Review of PRS and PRR Web Pages on ERCOT.com

Diana Zake demonstrated the web pages on ERCOT.com that provide all the information regarding PRS and the Protocol revision processes.
Future PRS Meetings
· January 19, 2006
· February 23, 2006
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