
MINUTES OF THE ERCOT TECHNICAL ADVISORY COMMITTEE (TAC) MEETING
ERCOT Met Center – Austin 

7620 Metro Center Drive

Austin, Texas 78744

May 4, 2006; 9:00 a.m. – 4:00 p.m.
Attendance
Members:
	Ashley, Kristy 
	Exelon Generation Company, LLC
	

	Belk, Brad 
	Lower Colorado River Authority
	

	Bentz, Roger
	AEP Corporation
	Member Representative for R. Ross

	Brown, Jeff
	Coral Power
	

	Clemenhagen, Barbara 
	Sempra Texas Services
	

	Downey, Marty 
	Tri Eagle Energy LP
	

	Dreyfus, Mark 
	Austin Energy
	

	Fehrenbach, Nick 
	City of Dallas
	

	Flowers, BJ 
	TXU Energy Company, LLC
	

	Gedrich, Brian 
	BP Energy
	

	Greer, Clayton 
	Constellation Energy
	

	Hancock, Tom
	Bryan Texas Utilities
	Member Representative for D. Wilkerson

	Helpert, Billy
	Brazos Electric Power Cooperative
	Member Representative for H. Lenox

	Helton, Bob 
	American National Power
	

	Hendrix, Chris 
	Wal-Mart Stores
	

	Houston, John
	CenterPoint Energy
	

	Jones, Dan 
	CPS Energy
	

	Jones, Randy 
	Calpine Corporation
	

	LeMaster, Linda 
	First Choice Power, Inc.
	

	Lewis, William 
	Cirro Group
	

	Mays, Sharon 
	Denton Municipal Electric
	

	Robinson, Oscar 
	Austin White Lime Company
	

	Sims, John L. 
	Nueces Electric Cooperative, Inc.
	

	Walker, Mark
	NRG Texas LLC
	

	Zlotnik, Marcie 
	StarTex Power
	


The following Alternative Representatives were present:

· Kenan Ogelman for Laurie Pappas

· Tom Hancock for Dan Wilkerson

· Billy Helpert for Hugh Lenox

· Roger Bentz for Richard Ross

· Adrian Pieniazek for Mark Walker (in Mark Walker’s absence)

The following Proxies were given:

· Read Comstock to Marty Downey

· John Sims to Henry Wood

· Randall Bachman to Oscar Robinson

· Shannon McClendon to Kenan Ogelman
· Marcie Zlotnik to William Lewis (in Marcie Zlotnik’s absence)
· Linda LeMaster to BJ Flowers (afternoon)

· Henry Wood to Billy Helpert (afternoon)

Guests:

	Adib, Parviz 
	PUCT
	

	Bowling, Shannon
	Cirro Energy
	

	Brewster, Chris
	TXU Cities Steering Committee
	

	Caraway, Shannon
	TXU Wholesale
	

	Durrwachter, Henry
	TXI Wholesale
	

	Fournier, Margarita 
	Competitive Assets
	

	Gresham, Kevin
	Reliant Energy
	

	Gross, Blake
	AEP
	

	Jones, Don
	TIEC
	

	Jones, Liz 
	TXU Energy Company, LLC
	

	Kolodziej, Eddie 
	Customized Energy Solutions
	

	Krajecki, Jim
	The Structure Group
	

	Lloyd, Brian
	PUCT
	

	Morris, Sandy
	Lower Colorado River Authority
	

	Muñoz, Manny 
	CenterPoint Energy
	

	Oldner, Ward
	Dynegy
	

	Rowley, Mike
	Stream Energy
	

	Schubert, Eric
	PUCT
	

	Shumate, Walt
	Schumate & Assoc.
	

	Stephenson, Randa
	TXU Energy Company, LLC
	

	Thormahlen, Jack
	Lower Colorado River Authority
	

	Twiggs, Thane
	Direct Energy
	

	Walker, DeAnn
	CenterPoint Energy
	

	Wheeler, Ron
	Dynegy
	


ERCOT Staff:

	Anderson, Troy

	Bojorquez, Bill

	Boren, Ann

	Day, Betty 

	Doggett, Trip

	Farley, Karen

	Grimm, Larry

	Gruber, Richard

	Hobbs, Kristi 

	López, Nieves

	Martinez, Adam 

	Saathoff, Kent

	Sanders, Sarah 

	Seely, Chad

	Zake, Diana 


TAC Vice-Chair Mark Dreyfus called the meeting to order on May 4, 2006 at 9:11 a.m.

Antitrust Admonition
Mr. Dreyfus read the Antitrust Admonition as displayed. A copy of the Antitrust Guidelines was available for review.
Approval of the Draft April 7, 2006 TAC Meeting Minutes (see Key Documents)

The draft April 7, 2006 TAC meeting minutes were presented with one addition from CenterPoint Energy for approval. Randy Jones moved to approve the draft April 7th TAC meeting minutes as amended; Bob Helton seconded the motion. The motion was approved by unanimous voice vote. All segments were represented. 

ERCOT Board Update (see Key Documents)

Mr. Dreyfus reviewed the PRRs approved by the Board at the April 18, 2006 meeting in the consent agenda:
· PRR630, Private Use Networks
· PRR651, RPRS Cost Recovery Process Clarification

Mr. Dreyfus also reported on the request from TAC to the Board to direct ERCOT to initiate the planning phase for PRR660, Texas SET Transactional Solution for a Mass Transition Event. The Board agreed to accelerate planning. In addition, Mr. Dreyfus updated the Board on the resolution of the CenterPoint appeal of the Transition Plan Task Force (TPTF) approval of the NMMS Business Requirements document.
The Board requested TAC and the subcommittees address three action items related to project prioritization:
· Work with ERCOT staff on changes to the project priority process to address the issue of interweaving stakeholder, PUCT, and ERCOT projects.

· Give enhanced input to the Board on the appropriate level of the administration fee for 2007.

· Develop a framework for determining whether to move ahead on future zonal market improvements.

A question arose regarding the Board’s intent on two issues: (1) zonal PRRs and (2) specific Market Participants funding projects of interest to them. Mr. Dreyfus said that the Board asked for guidance from TAC on the framework to follow for evaluating zonal PRRs but was not making them “off-limits.” On the issue of Market Participant funding, Mr. Dreyfus reported that preliminary discussions at PRS led to the conclusion that the negative impacts outweighed the benefits.
TAC Work Group on Board Approval Issues (see Key Documents)
Mark Walker updated TAC on the work of the TAC subgroup charged with developing a strategy for modifying certain Board approvals under the ERCOT Protocols. Review of the suggested changes led to a number of questions about specifics in the proposed changes and to discussion of how to handle projects that are approved but unfunded (commonly referred to as “parking lot projects”). Terminology for these projects was discussed, and preferred terminology included “future projects,” “projects rejected without prejudice,” and “unfunded projects.” Members discussed the merits of a time limit for projects residing on the parking lot list. Kevin Gresham opined that unfunded project review should be part of the annual and on-going review processes and suggested that if a time limit needed to be imposed, two years would be appropriate.
Discussion of the level of complexity suitable to the Board resulted in agreement that changes to market guides should be reported only in a written report, not in the verbal report to the Board. Bill Bojorquez stated that the Board was the final authority on all Regional Planning Group (RPG) actions and ERCOT intends to continue to take all projects recommended by an RPG to the Board. -It was suggested that the Board should also hear any concerns that TAC has with RPG recommendations. Mr. Bojorquez stated he does not have a problem seeking TAC’s input and presenting it to the Board along with the RPG recommendation – consistent with current practice.
Market Participants decided to use the next month to study the proposal and discuss with other interested parties. Mr. Walker agreed to make changes to the document as discussed at the TAC meeting, circulate the revised version for comment, and schedule a conference call to discuss. The document will be addressed at the June TAC meeting as a resolution.
Protocol Revisions Subcommittee (PRS) Report (see Key Documents)

Kevin Gresham reported on the recent activities of the PRS voted to recommend the following PRRs to TAC for approval:

· PRR650 – Balancing Energy Price Adjustment Due to Non-Spinning Reserve Service Energy Service Energy Deployment. Proposed effective date: July 1, 2006. No budgetary impact; existing ERCOT staff in Market Operations, Control Room Operations and Settlement & Billing will manually perform the market clearing price adjustment, market message notification and settlement responsibilities; no computer system impacts; no impact to business functions or grid operations. This PRR adjusts the Market Clearing Price of Energy (MCPE) when the deployment of Non-Spinning Reserve Service (NSRS) occurs to provide correct price signals via a post-deployment adjustment to separate the pricing solutions from the deployment on NSRS. ERCOT credit staff and the Credit Work Group (WG) have reviewed PRR650 and do not believe that it requires changes to credit monitoring activity or the calculation of liability. 
· PRR657 – Process for Protocol Revisions During the Transition to a Nodal Market – URGENT. Proposed effective date: Upon Approval. No budgetary impact; no long-term staffing impact; no impact to ERCOT computer systems; no impact to ERCOT business functions or grid operations. This PRR introduces a more streamlined procedure for processing revision requests relating the Nodal Protocols during the period prior to implementation of the Nodal market. ERCOT credit staff and the Credit WG have reviewed PRR657 and do not believe that it requires changes to credit monitoring activity or the calculation of liability. 
· PRR659 – Reporting of ERCOT Replacement Reserve Service Procurements – URGENT. Proposed effective date: June 1, 2006. Impact analysis pending. This PRR requires reporting on the classification and amounts of ERCOT’s procured Replacement Reserve Service (RPRS), as well as a comparison of actual procurements of RPRS for system capacity to a theoretical amount of RPRS procurement for system capacity. ERCOT credit staff and the Credit WG have reviewed PRR659 and do not believe that it requires changes to credit monitoring activity or the calculation of liability. 
· PRR660 – Texas SET Transactional Solution for a Mass Transition Event – URGENT. Proposed effective date: Upon system implementation. Budget impact $3 to 5 million; no long term staffing impacts identified at this time; impact to ERCOT computer systems (Siebel, Paperfree, TIBCO, ETS (ESI ID Tracking System), and TML (Texas Market Link)); impact to ERCOT business functions dependent on systems design; no impact to ERCOT grid operations. This PRR introduces a transactional solution for reducing mass transition timelines and documents the process for parties involved in a Mass Transition event. The Credit WG has reviewed PRR 660 and believes this PRR has positive credit implications for the ERCOT market. Reducing the time it takes to remove a defaulting Market Participant from the ERCOT market (by moving its customers to another REP more timely) reduces credit risk to the ERCOT market related to that entity and ultimately reduces the losses that would be uplifted to ERCOT Market Participants.
BJ Flowers moved to pass PRR650; Kristy Ashley seconded the motion. The motion carried by voice vote with one opposed (Consumer) and six abstentions (Consumer (2), Cooperative (2), Municipal (1), and Investor Owned Utility (1)). All segments were represented.
Clayton Greer moved to approve PRRs 657 and 660; Ms. Ashley seconded the motion. The motion passed by unanimous voice vote. All segments were represented.

TAC reviewed PRR659 and at the request of Ms. Flowers added clarifying language. Henry Wood moved to approve PRR659 including the updated language with the understanding that PRS would assign a priority and ranking at the May 9, 2006 PRS meeting and request a subsequent TAC email vote to approve the priority and ranking prior to Board consideration of PRR659; Mr. Greer seconded the motion. Nick Fehrenbach noted that the clarifying language should be applied to an additional paragraph. Mr. Wood accepted the friendly amendment. The motion passed by unanimous voice vote. All segments were represented.
Mr. Gresham presented information on the changes in the 2007 project prioritization process explaining that the cut line would now be recommended on a need basis rather than a dollar basis and that the subcommittees would prioritize projects and make recommendations in an ongoing process. Prioritization will be contained within the Continuous Analysis & Requirements Teams (CARTs) for specific areas and ERCOT will make recommendations based on resource constraints. The implications of the Texas Nodal Market Redesign and need for a lock-down point on changes to the zonal market design led to discussion of value engineering and the process for Texas Nodal changes. At this time, Nodal changes are reflected in the Texas Nodal business requirements.
Texas Nodal Implementation (see Key Documents)
Trip Doggett reported on the continued work of the Transition Plan Task Force (TPTF) and meeting events. He highlighted the low number of voting attendees at meetings and the need to start shifting meeting attendance to business and technology implementers. There was discussion of a master contact list for critical readiness communication related to the Texas Nodal implementation. Mr. Doggett reviewed the TAC subcommittee assignments that were made at the April TAC meeting and provided a priority level for each assignment.
Commercial Operations Subcommittee (COPS) Report (see Key Documents)

Ms. Flowers presented LPGRR011, Correction to LPGRR010, Load Profile Type Responsibility Change to TAC for approval. Mr. Greer moved to approve LPGRR011; Ms. Ashley seconded the motion. The motion passed by unanimous voice vote. All segments were represented.
Ms. Flowers reported on the work and potential changes resulting from the Load Research Study.
Retail Market Subcommittee (RMS) Report (see Key Documents)
Shannon Bowling noted a change to her presentation last month for the readiness date by First Choice Power and said the update was posted with the Key Documents for the April TAC meeting. Ms. Bowling then reviewed the proposed changes to shorten the mass transition timeline in the interim period before the long-term solution can be implemented. Discussion of PRR660, Texas SET Transactional Solution for a Mass Transition Event, led to the clarification that PRR660 lays the framework for the long-term mass transition solution and did not depend on the ruling in PUCT Project Number 31416, Evaluation of Default Service for Residential Customers and Review of Rules Relating to the Price to Beat and Provider of Last Resort. Kristi Hobbs stated that for ERCOT to make system changes to conform to the proposed interim solution, the immediate approval of TAC was imperative; waiting for the RMS meeting on May 10, 2006 and then conducting a TAC email vote would not allow ERCOT sufficient testing and implementation time. Ms. Flowers moved to allow ERCOT to reconfigure the First Available Switch Date (FASD) to reduce the number of days for POLRs to submit switches from five to three days, noting that Market Participants will adhere to PUCT rules and ERCOT Protocols for the use of the change; Mr. Wood seconded the motion. Mr. Wood suggested a friendly amendment that RMS would reserve the right for final approval. Mr. Dreyfus stated that this amendment was not acceptable and if RMS had any issues, RMS should notify TAC after the May 10, 2006 RMS meeting with a written update. The motion (as originally proposed, with no amendment) carried by unanimous voice vote with one abstention (Independent Power Marketer).
Credit Working Group (CWG) Update on Mass Transition Review (see Key Documents)

Cheryl Yager provided an update on the recent activity of the CWG. In response to a question about changing credit requirements for Fall 2006, Ms. Yager said the financial viability of the market and the amount of unmitigated credit exposure - must be considered. In addition, the credit exposure the Board is willing to assume will play a factor. The use of performance bonds for security and credit insurance were discussed as possible options for mitigating risk. Ms. Yager reported that the CWG supported - the TX SET/RMS solution to provide near-term reduction in credit exposure.
Dan Jones stated Market Participants are not provided with adequate information when defaults occur, citing collateral available pre-default, cost incurred, and prospect of recovering money from the defaulting entity as information he would like provided. Ms. Yager reported the Board’s intention to pursue all options for recouping funds, stating that ERCOT has pursued PUCT orders to force entities to pay the defaulted amounts and ERCOT Legal Department is pursuing other mechanisms.
Operations Update (see Key Documents)
Kent Saathoff reviewed information related to the Emergency Electric Curtailment Plan (EECP) event of April 17, 2006. Mr. Saathoff stated two primary issues that ERCOT is examining in relation to the event: load forecasting error and inaccuracies in total system capability values. Mr. Dreyfus requested that a load-forecasting forum be organized for ERCOT and Market Participants to discuss issues and lessons learned.
Mr. Saathoff answered Market Participant’s questions about the magnitude of the event and backcasting, noting that ERCOT has not done extensive backcasting as they are still evaluating the incident. ERCOT has looked at the calculation of Responsive Reserve Service in real-time and Mr. Saathoff explained the challenges in this task. The Responsive Reserve amount is based on the High Operating Limit (HOL) of generating units as represented by the minimum three values: resource plan value, telemetered value, and the maximum capability from the last unit capability test. Issues on the communication between ERCOT and Market Participants were also raised, as was the need for further study of the event by the Generation Adequacy Task Force (GATF) under the Wholesale Market Subcommittee (WMS). 

A meeting to address Market Activities and Market Communications for the EECP event will be held at ERCOT on May 8, 2006. The Reliability and Operations Subcommittee (ROS) will hold a Reliability Review meeting to discuss the EECP event May 15, 2006.

Mr. Bojorquez reviewed the Capacity, Demand, and Reserves (CDR) Report which covers 2006 through 2011. ERCOT requested that TAC assign the GATF to work with ERCOT staff in determining the most appropriate methodology for the treatment of new generation projects in the CDR calculation. Mark Dreyfus requested that the WMS look at reserve margin calculation and the issues raised by Mr. Bojorquez in light of the 2005 experience taking into account the forthcoming PUCT resource adequacy ruling. The timeframe for this action item was not specified. Mr. Bojorquez agreed that the GATF could review other aspects of the CDR calculation, but requested that the GATF focus first on the treatment of new generation as discussed in the presentation.
Larry Grimm gave a brief update on Electric Reliability Organization (ERO) implementation and said that although ERCOT was proceeding with budget preparations, ERCOT did not intend to file anything until receiving direction from the Board, the PUCT, or the legislature. Mr. Grimm reported a good score related to Schedule Control Error (SCE) performance and monitoring, noting that the changes implemented as a result of PRR525, SCE Performance and Monitoring, were likely responsible. 

Wholesale Market Subcommittee (WMS) Report (see Key Documents)

Brad Belk reported on the April WMS meeting stating that the Congestion Management Working Group will soon address 2007 Commercially Significant Constraints (CSCs), the Demand Side Working Group (DSWG) will address emergency load service and Beth Garza presented a detailed report on congestion. He stated the need to anticipate limits and move Resources before hitting constraints. WMS has begun to address the assignments related to Texas Nodal and the first task force meeting on co-optimization was well-attended. Mr. Belk also reported on the work of the Frequency Control Task Force.
Mr. Belk reviewed the economic transmission planning criteria motion approved by WMS at the March meeting. Mr. Bojorquez discussed the implications of the proposal, and presented a draft motion for TAC consideration:
TAC recommends that the Regional Planning Group consider, for economic justification, transmission projects that fail the societal surplus criteria currently used if the consumer surplus criteria exceed the incremental project’s transmission costs.

Mr. Bojorquez emphasized that ERCOT will continue to use the societal surplus criteria as the first test for justification of economic projects. After discussion by TAC, Ms. Flowers moved to approve the resolution amending it to include both the motion suggested by Mr. Bojorquez and the diagram as presented to WMS shown below.
--------------------------------------------------------------------------------------------------------------------------------------


[image: image1]
· Note that for purposes of economic evaluations, an indication of the NPVs of Societal and/or Consumer Surplus will be used and based on the best estimates available using planning judgment from the transmission cases available.

--------------------------------------------------------------------------------------------------------------------------------------

Nick Fehrenbach seconded the motion. The motion passed by voice vote with two opposed (Independent Generator and Independent Power Marketer) and seven abstentions (Independent Generator (3), Cooperative (2), and Independent Power Marketer (2)). All segments were represented. 
Reliability and Operations Subcommittee (ROS) Report (see Key Documents)

Stuart Nelson presented the ROS update to TAC. Mr. Nelson provided an overview of the process ROS would use for to review the EECP event and reported on the Texas Nodal assignments to ROS. 
Mr. Nelson presented the following Operating Guide Revision Requests (OGRRs) for TAC approval:
· OGRR169, Reporting of Reserve Capability Under Severe Gas Curtailments
· OGRR176, Market Participant Use of DNS or ERCOT Web-Based Front Page for Site Failover 
· OGRR178, Revision to Reactive Limits Verification Form
· OGRR182, Process for Operating Guide Revisions
Henry Wood moved to approve OGRRs 176, 178, and 182; Mr. Houston seconded the motion. Oscar Robinson asked for clarification on OGRR182 which allows revisions to be made by ERCOT Staff without using the OGRR process and Ms. Hobbs explained the changes allowed are specified in the guide revision process and are administrative in nature. The motion passed by unanimous voice vote. All segments were represented.

TAC discussed OGRR169. Randa Stephenson of TXU explained that OGRR169 improves the process of reporting reserve capability and Mr. Saathoff said that a procedure will follow. Mr. Wood moved to approve OGRR169; Ms. Flowers seconded the motion. The motion passed by voice vote with four abstentions (Consumer (3) and Independent Power Marketer (1)). All segments were represented. 
Mr. Nelson presented the Transmission Element Naming Conventions document for TAC’s approval. Mr. Belk moved to waive notice to vote (notice was made six days prior to the TAC meeting rather than seven); Mr. Lewis seconded the motion. The motion passed by unanimous voice vote. All segments were represented.

Mr. Ogelman moved to approve the Transmission Element Naming Conventions as presented; Mr. Lewis seconded the motion. The motion passed by unanimous voice vote. All segments were represented.
ERCOT Project Management Update (see Key Documents)
Troy Anderson provided an overview of organizational changes to the ERCOT Project Management Organization (PMO) and explained the alignment of activity with business owners and Divisional Projects Organization (DPOs). Mr. Anderson highlighted new items for 2007 project prioritization and noted that the divisional Project Priority List (PPL) would be provided in a few days.
Adam Martinez reviewed the budget impacts of MarkeTrak, showing the original and revised estimates. Mr. Martinez noted the increase in labor costs due to use of new software not in the ERCOT suite of technology expertise. However, Mr. Martinez said using the Serena tool was still a better financial decision for ERCOT than using Siebel which has ERCOT in-house technology expertise. 
Other Business and Future TAC Meetings
The October TAC meeting date was rescheduled to Friday, October 6, 2006. There being no further business, Mr. Dreyfus adjourned the meeting at 3:40 p.m.[image: image2.wmf][image: image3.wmf]
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� Key Documents referenced in these minutes can be accessed on the ERCOT website at:


� HYPERLINK "http://www.ercot.com/calendar/2006/05/20060504-TAC.html" ��http://www.ercot.com/calendar/2006/05/20060504-TAC.html� 







