ERCOT PROTOCOL REVISION SUBCOMMITTEE MEETING

03/23/06 Minutes


Attendance:

	PRS Members
	Name
	Representing

	David
	Detelich
	CPS

	Fred 
	Sherman
	GP&L

	Steve
	Madden
	StarTex

	Darrin
	Pfannenstiel
	Stream Energy

	Sandy
	Morris
	LCRA

	Billy
	Helpert
	BEPC

	Scott
	Wardle
	Oxy

	Kenan 
	Ögelman
	OPC

	Mark
	Bruce
	FPL

	Adrian
	Pieniazek
	NRG Texas

	
	
	

	Participants
	 
	 

	Parviz
	Adib
	PUC

	Troy
	Anderson
	ERCOT 

	Brad
	Belk
	ERCOT

	Ann
	Boren
	ERCOT

	Eddie
	Crozier
	PUB-Brownsville

	Mark 
	Dreyfus
	Austin Energy

	John 
	Dumas (by phone)
	ERCOT

	Henry
	Durrwachter
	TXU

	Jeff 
	Gilbertson
	ERCOT

	Ino 
	Gonzalez
	ERCOT

	Richard
	Greffe
	PUC

	Larry 
	Gurley
	Tenaska

	Shari
	Heino
	ERCOT

	Kristi
	Hobbs
	ERCOT

	Hal 
	Hughes
	DME

	Tom 
	Jackson
	Austin Energy

	Eddie
	Kolodziej
	Cust.  Energy Solut'ns

	Nieves
	López
	ERCOT

	Ralph
	Lozano
	PSEG

	Elizabeth
	Mansour
	ERCOT

	Adam
	Martinez
	ERCOT

	Matt
	Mereness
	ERCOT

	Gary
	Miller
	BTU

	Sonja
	Mingo
	ERCOT

	Pat
	Moast
	ERCOT

	Manny 
	Muñoz
	CenterPoint Energy

	Cesar
	Seymour
	Tractebel

	Randa 
	Stephenson
	PSEG

	Patrick
	Sullivan
	PUCT

	Diana
	Zake
	ERCOT


Kevin Gresham introduced Darrin Pfannenstiel and Sandy Morris, the new PRS members.  Mr. Pfannenstiel is with Stream Energy and represents the Independent REP (IREP) market segment.  Ms. Morris is with LCRA and represents the Electric Cooperative market segment.
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 of the ERCOT Anti-Trust Guidelines are available.
2.  Approval of the February 23, 2006 Minutes
Fred Sherman moved to approve the draft meeting minutes from the February 23, 2006 PRS meeting.  Steve Madden seconded the motion.  PRS unanimously approved the draft minutes with all market segments present for the vote.
3.  Urgency Votes

Mr. Gresham reported that the Urgency vote for PRR656, SCE Performance Charge, failed.  
Larry Gurley reviewed PRR656 and explained that the PRR addresses an issue that needs to be resolved before July 1, 2006.  Therefore, this PRR needs to be considered by TAC by May.  Mr. Gurley announced his intention to re-request Urgency when this PRR is considered at the April PRS meeting.  Mark Bruce explained that he voted against Urgency because this PRR should be considered within the context of a larger package designed to address Frequency Control.  Mr. Bruce committed to bringing this package to the April PRS.  Mr. Gresham stated that these PRRs should be taken up at one time.  Mr. Gurley suggested that the only those PRR(s) that are recommended for approval should be subject to an Urgency vote.
Mr. Bruce also announced his intent to take the PRRs developed to address Frequency Control to Reliability Operations Subcommittee (ROS) and the Wholesale Market Subcommittee (WMS) for input and comments before bringing these PRRs to the April PRS.  

4.  TAC and ERCOT Board Reports

Mr. Gresham reported that the TAC passed PRR630, Private Use Networks, and referred PRR649, Correct “K” Factor in Compliance Formula, to the Reliability Operations Subcommittee (ROS).  TAC accepted the rejection of PRR632, Clawback Mechanism for Generating Resources at a Site with an RMR Unit.  The TAC also accepted the Guiding Principles for assigning priority and ranking to projects.  Mr. Gresham noted that at this time the Guiding Principles will be used when there is a request to re-consider an existing priority and ranking or when assigning a priority and ranking to new projects.  Mark Dreyfus inquired whether the Guiding Principles will apply when all projects are subject to review during the summer’s budget round.  Mr. Gresham responded in the affirmative.  Mr. Dreyfus requested that the budget information be made available in a timely manner.
Mr. Gresham reported the following highlights of the Board retreat:

· Treatment of TAC-approved PRRs generating projects below the PPL funding line: Mr. Gresham reported that it is the Board’s desire that only PRRs with projects that fall above the cut-line be forwarded to the Board for final approval.  When a project moves above the cut-line then the PRR may be forwarded to the Board for final approval.  Mr. Dreyfus announced that Mark Walker will review and revise Section 21, Process for Protocol Revisions, consistent with the Board discussion.  Mr. Bruce inquired whether parties will be able to provide input.  Mr. Dreyfus committed to conveying this concern to Mr. Walker.  It was noted that no meeting dates have been set to discuss this issue.
· Market Participant funding for market projects: Mr. Gresham reported that TAC has requested feed back on the pros and cons to market participant funding for market projects.  Meeting participants noted that no other market has a mechanism for market participants funding.  Mr. Bruce stated that before engaging in a discussion regarding the merits or feasibility of such a proposal, ERCOT Legal should make a legal determination whether this is possible under current by-laws and evaluate the contract ramifications.  Shari Heino observed that, while the Bylaws would not necessarily prohibit this type of arrangement, allowing market participant funding of projects would add a new level of complexity to project and contract management because the entity that contributes financially to a project would likely want some level of control over the project.  This would increase the number of parties that participate in contract negotiations.  Ms. Heino noted that participant funding would also introduce money management issues and confidentiality issues (if funding participants wanted to be able to review the results of the work being done on ERCOT’s system). 
Manny Muñoz noted that many PRRs may not require a project to implement, but may have an ERCOT resource impact.  This would create additional challenges for ERCOT in addressing resource allocation, including human resource costs, between fee-based and participant funding based projects.  Brad Belk responded that this would require a process to determine who benefits from a project.  Mr. Belk stated participant funding would result in parties forcing the option of participant funding if a project does not directly benefit a particular entity.  As a result, only projects supported by investors will be funded.  Mr. Bruce agreed and noted that stakeholders would pass a PRR and rank it below the funding cut-line until supporters step up to the plate.  Mr. Bruce stated he is not opposed to the concept, but that he recognizes that the proposal may be a slippery slope.  Mr. Bruce also raised the issue of how ERCOT and market participants would address project budget overruns or cases in which a market participant wishes to abandon a project.  In addition, participants noted that the value of a project may change as a result of other revisions, and that market participants may more readily overlook the impacts of such projects on another project if market participants have no financial stake in the project.  Mr. Gresham noted that participant funding also raises equity issues whereby large stakeholders have an advantage over small entities who do not have funds available to support the projects they support.  Mr. Gresham requested that the discussion be summarized on a slide for the next PRS meeting.  
5.  Review Nodal Protocol Revision Process
Nieves López reviewed the ERCOT staff proposal to process revision requests to the Nodal Protocols (Nodal Protocol Revision Request or NPRRs) during the transition to the Nodal market.  The process would be used until the date of implementation of the Nodal market.  The revisions are the result of synchronization of the Zonal and Nodal PRRs, clarifications to the Nodal Protocols and value engineering.  Such PRRs should be processed quickly to ensure timely development of the systems.  Under Section 21, Process for Protocol Revisions, it takes at least six months to process a PRR under the normal timeline.  Under the ERCOT staff proposal this timeline is shortened by four months.  Participants noted that there is not a requirement that a NPRR be reviewed by the TPTF, but PRS can refer a NPRR to the TPTF.  Participants requested that the NPRR form reflect whether the NPRR has been reviewed by the TPTF and whether the NPRR is the result of the synchronization effort, a clarification, or value engineering.  ERCOT staff agreed to incorporate the information in to the NPRR form.
6. Retail Operations Continuous Analysis and Requirements Team (ROCART) Presentation
Adam Martinez provided the ROCART update, including which projects are Completed or Near Completion; projects that are Active; and projects that are New or Not Started.  Mr. Martinez also provided information regarding integration and resource constraints.  The update is available on http://www.ercot.com/calendar/2006/03/20060323-PRS.html .
Hal Hughes requested that ERCOT also provide data regarding the number of ERCOT staff versus the number of contractors working on projects.  Mr. Martinez committed to providing the requested information at the next PRS meeting.
The meeting participants then reviewed the ROCART Project Priority List (PPL).  Mark Dreyfus requested that Mr. Martinez provide a PPL reflecting project ranking after a particular project (i.e. Customer Mass Transition) is moved above the cut-line.  Mr. Dreyfus requested that the information be provided at the next TAC meeting.
7.  Project Update and Summary of PPL Activity to Date

Troy Anderson reported the following:
· SCR738, Enhancements to FasTrak Tools – approved by the Board to go into Execution phase with a new project budget of $2.5 million and scheduled to Go Live on 6/17/06.
· PRR502, Aggregation of Combined Cycle Units Providing RRS – is going in the Execution phase and is scheduled to Go Live on 3/30/06.

· How changes in Project budget are captured and reported to the market.  Mr. Anderson explained that project cost estimates and budgeting occurs in four steps:
· Step 1, Initial Project Idea Proposed – Impact Analysis provides budget ranges based on reviews by the Subject Matter Experts.

· Step 2, Project Idea is Approved – A detailed time and cost estimate is prepared by the Continuous Analysis and Requirements Team (CART).  This estimate includes a 35% contingency due to high level nature of the project requirements.  The project is added to division portfolio based on logical fit and resource plans.
· Step 3, Project Initiation and Planning – CART initiates the project based on the resource plans.  During this Planning Phase, the estimate is refined based on detailed design work.  CART develops the exit criteria for planning.

· Step 4, Project Requests Move to Execution – Request for final Execution budget is presented to Strategic Review Team (SRT).  This estimate includes a 10% contingency.  If the total project budget exceeds $1 million, Board approval is required prior to moving to execution.  Any changes to the scope, schedule or budget requires an approved change control.  Change controls are approved by the sponsor and the SRT or the Board.
Mr. Gresham proposed using the midrange of the established cost ranges under Step 1 for the purpose of developing the cost benefit analysis (CBA).  Alternatively, the Project Management Office could develop tighter ranges for the CBA.  Participants also discussed how the CBA fits in with the Board’s discussion regarding the treatment of PRRs with projects that are below the cut-line.  
Mr. Anderson further reported that the PPL was posted on the ERCOT website 3/14/06.
8.  PRR Voting Items

PRR472 – ERCOT Meter Read Transaction Validation Reinstatement and PRR541 – Regulation Deployment Ramp Rate.
Clayton Greer proposed a motion that PRS reject PRR472 and PRR451.  Mr. Bruce seconded the motion.  PRS voted unanimously to approve the motion with all market segments present for the vote.
PRR647 – Gross and Net MW/Mvar Data Reporting.
Paul Breitzman reported that the Reliability Operations Subcommittee (ROS) had reviewed PRR647 and determined that this PRR could not be implemented by this summer.  ROS members recommended that QSEs send any available megawatt and megavar telemetry to ERCOT as soon as possible; and that ROS will discuss other actions to be taken in the near future.  Henry Durrwachter inquired what information ERCOT needs.  Participants responded that ERCOT has not specified what data it is seeking and stated that the data being sought may have major implications for telemetry.  Participants noted that they need to be provided the specifics to determine the costs associated with providing this data.  Certain participants contended that it is not worth the cost of improving accuracy of the model when this requirement  has a high level of tolerance.  Mr. Reedy explained that ERCOT is seeking accuracy in reactive reserve measurement.  In order to do this, ERCOT needs to know the difference between the maximum Generation Resources can provide and what is being provided currently.  Mr. Reedy contended that this PRR only adds telemetry to data points which generators already have.  The generators responded that relaying the data from the QSE to ERCOT is problematic.  Generators can estimate the data based on the auxiliary load, but this would assume the auxiliary load is constant, which is a poor assumption.  Participants agreed that the charge to ROS is for ROS to develop an assessment of the cost and benefits of this PRR so that PRS and TAC can judge merits of this PRR. 
Mr. Gurley made a motion that ROS develop a cost benefit assessment for this PRR, including an evaluation of the effect on system reliability, and to investigate potential alternatives to implementing this PRR.  Mr. Bruce offered a friendly amendment that the Chairman of ROS provide a written report to PRS.  The amendment was accepted.  The motion passed unanimously with all market segments present for the vote.
PRR650 – Balancing Energy Price Adjustment Due to Non-Spinning Reserve Service Energy Deployment
Randa Stephenson provided an overview of PRR650 and acknowledged that this PRR is similar to PRR629 which was rejected.  TXU also expressed a willingness to accept some of ERCOT’s suggested revisions, but would reject revisions pertaining to ERCOT’s recommendation to modify the Protocols to disallow NSRS deployments by On-line Generation Resources.

Proponents of the PRR noted that Drs. Hogan and Patton stated that when prices are suppressed this will affect the market.  Consumers disagreed, stating that there is not much difference with other ancillary services and this PRR may significantly increase the cost to the market.  Consumers also questioned whether this cost to the market is worth the gain in reliability.  Participants further noted that it would not be fair to the consumer to prop up the market price to avoid price-takers and questioned whether it would be possible to come up with an alternative language that protects Generation Resources against low prices.  Proponents responded that costs would only increase to Loads that are using the Balancing Energy Service (BES) bid stack to supply their Load obligations.  Proponents further noted that this provision would only apply to 146 hours and that reliability actions by ERCOT should not reset price.  This PRR allows the price to continue to rise as it would have done without the reliability actions by ERCOT.  Commission Staff suggested that the proxy that is offered is based on an offer price with the understanding of a capacity payment.  Commission Staff noted that if an entity is selected for energy than it should not receive capacity payments.  
Ms. Stephenson made a motion to recommend approval of PRR650 as revised by selected ERCOT comments.  Mr. Greer seconded the motion.  The motion passed with nine yeas from the Electric Cooperative (Coop)(2), Municipally Owned Utility (MOU)(2), Investor Owned Utility (IOU)(1), Independent Generator (IG)(3) and Independent Power Marketer (IPM)(1) market segments; three nays from the MOU, Consumers and IREP market segments; and four abstentions from the MOU (2), IOU (1), and IPM (1) market segments.  All market segments were present for the vote.
PRR651 – RPRS Cost Recovery Process Clarification
Ino Gonzales explained that PRR651 makes the language regarding verifiable cost determination associated with Replacement Reserve Service (RPRS) instructions consistent with PRR540, OOM Cost Recovery Process Clarification.  Kenan Ögleman inquired whether this would include a claw-back provision.  Mr. Gonzalez responded that it would be up to the market to decide whether there should be a claw-back provision.  At this time, the claw-back provision only applies to the OOMC market, not the RPRS market.  This is the reason why the PRR does not simply reference Protocol language pertaining to OOMC cost recovery.
Dan Jones offered to have the claw-back issue referred to a special taskforce and Mr. Bruce pledged to work with Mr. Ögelman to resolve the claw-back issue to ensure that the claw-back makes sense from a commercial perspective and creates the right incentive.  Mr. Ögleman responded this was satisfactory.  

Ms. Stephenson reported that the Wholesale Market Subcommittee (WMS) not only supports this PRR, but also supports the request for Urgent status for this PRR.  Mr. Ögelman stated that he would support the request for Urgency if the stakeholders are committed to resolving the claw-back issue at a later date.
Mr. Greer made a motion to grant Urgency.  Adrian Pienazeck seconded the motion.  The motion passed unanimously with all market segments present. 
Mr. Durrwachter made a motion to recommend approval of PRR651 as amended by PRS.  Cesar Seymour seconded the motion.  The motion passed unanimously with all market segments present for the vote.
8.  Review of the Recommendation Report and Impact Analysis
PRR648 – Prevent IDR Removal from Customers Served at Transmission Voltage
PRS noted that PRR648 does not require a system project.
8.  Commission Staff Request for Project Re-Prioritization

Patrick Sullivan reported that the Commissioners in discussing the ERCOT fee case (Docket No.  31824, Application of the Electric Reliability Council of Texas to Change the ERCOT System Administration Fee) had expressed the desire that unspent funds from the capital projects should be used to implement projects related to the Potomac Recommendations.  PRR590, Update Unit Telemetry Requirement, and PRR601, 15 Minute Ramping for BES and Base Power Schedule, were developed to address Potomac Recommendations 11 and 14.  Therefore, according to Mr. Sullivan, it would be appropriate to raise the priority and ranking of these projects to above the cut-line on the PPL.
PRR590 – Update Unit Telemetry Requirement.
The Impact Analysis for this PRR shows that this project can be implemented at a cost below $100,000.  Mr. Sullivan reported that the actual implementation cost may be as little as $20,000.
Raphael Lozano questioned the value of the telemetry.  Mr. Gurley questioned whether this PRR as written technically addresses the Potomac Recommendation 14, particularly because it would not monitor availability of units providing Ancillary Services in real-time.  Rather, this PRR would collect data in real-time for purposes of historical monitoring.  Jeff Gilbertson reported that OGRR TF is reviewing the same issue and considering whether to strike this PRR.
Mr. Greer made a motion to retain the current priority and ranking of PRR590, but refer the issue to ROS for a determination whether PRR590 meets the requirements Potomac Recommendation 14.   Mr. Gurley seconded the motion.  The motion passed unanimously with all market segments present for the vote.
PRR601 – 15 Minute Ramping for BES and Base Power Schedule.
The Impact Analysis for this PRR shows that this project can be implemented at a cost of $100-500K.  Mr. Bruce expressed support for Commission Staff’s request to raise this project to above the cut-line.
Mr. Bruce made a motion to raise the priority and ranking of PRR601 to a priority of 1.1 and ranking of 10.1.  Mr. Greer seconded the motion.  The motion passed unanimously with all market segments present.
10.  Other Business

None
Future PRS Meetings
· April 21, 2006
Minutes 032306 PRS Meeting
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