ERCOT PROTOCOL REVISION SUBCOMMITTEE MEETING

5/18/06 Approved Minutes


Attendance:

	PRS Members
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	Mark
	Bruce
	FPL

	Clayton
	Greer
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	Kevin 
	Gresham (Chair)
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	Billy
	Helpert
	BEPC

	Steve
	Madden (V-Chair)
	StarTex

	Sandy
	Morris
	LCRA

	Kenan 
	Ögelman
	OPC

	Darrin
	Pfannenstiel
	Stream Energy

	Richard
	Ross
	AEP

	Fred 
	Sherman
	GP&L
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	Troy
	Anderson
	ERCOT 

	Kristy
	Ashley
	Exelon

	Brad
	Belk
	LCRA

	Ann
	Boren
	ERCOT

	Jeff 
	Brown
	Coral Power

	Barbara
	Clemenhagen
	Sempra Energy

	Tammy
	Cooper
	TIEC

	John 
	Dumas
	ERCOT

	Henry
	Durrwachter
	TXU

	Ino 
	Gonzalez
	ERCOT

	Larry
	Grimm
	ERCOT

	Larry 
	Gurley
	Tenaska

	Kristi
	Hobbs
	ERCOT

	Hal 
	Hughes
	DME

	Tom 
	Jackson
	Austin Energy

	Danielle
	Jaussaud
	PUC

	Dan 
	Jones
	CPS

	Randy
	Jones
	Calpine

	Don
	Jones
	TIEC

	Eddie
	Kolodziej
	Custom Energy Solutions

	Nieves
	López
	ERCOT

	Ralph
	Lozano
	PSEG

	Adam
	Martinez
	ERCOT

	Pat
	Moast
	ERCOT

	Manny 
	Muñoz
	CenterPoint Energy

	Sidney
	Niemeyer
	NRG

	Lloyd 
	Prichard
	BP

	Walter
	Reid
	Wind Coalition

	Cesar
	Seymour
	Suez

	Robert
	Staples
	ERCOT

	Ron
	Wheeler
	Dynegy

	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.  Approval of April 21, 2006 Minutes
Clayton Greer moved to approve the draft meeting minutes from the April 21, 2006, meeting.  Steve Madden seconded the motion.   The motion passed unanimously with all Market Segments present for the vote.
3.  Urgency Votes

Mr. Gresham reported that no requests for Urgent status were made since the last regular PRS meeting.
4.  TAC and Board Reports

Mr. Gresham reported that the TAC passed the following PRRs on for Board approval: PRR650, Balancing Energy Price Adjustment Due to Non-Spinning Reserve Service Energy Deployment; PRR657, Process for Protocol Revisions During the Transition to a Nodal Market; PRR659, Reporting of ERCOT Replacement Reserve Service Procurement; and PRR660, Texas SET Transactional Solution for a Mass Transition Event.
Mr. Gresham further reported that the ERCOT Board (Board) approved the following PRRs: PRR648, Prevent IDR Removal from Customers Served at Transmission Voltage ; PRR657, Process for Protocol Revisions During the Transition to a Nodal Market; PRR659, Reporting of ERCOT Replacement Reserve Service Procurement; and PRR660, Texas SET Transactional Solution for a Mass Transition Event.
5.  Project Update and Summary of PPL Activity to Date

Review of 2007 budget process:

Troy Anderson reported that the 2007 Project Prioritization documents are posted on the ERCOT website.  These documents include the detailed schedule, an overview presentation, various Continuous Analysis Review Teams (CARTs) planning lists and project overviews, and the Guiding Principles for Project Prioritization.  These documents may be accessed at the following link: http://www.ercot.com/services/comm/projects/index.html. 
Mr. Anderson also reported that the May Project Prioritization List (PPL) will be posted May 19, 2006.
Date for the June prioritization meeting:

June 28, 2006.
6. Review PRS Decision Process for System Changes During Transition to Nodal Market Design.

Mr. Gresham provided an overview of the decision tree developed at the May 9 special PRS meeting.  The purpose of the decision tree is to help determine whether to proceed with a particular zonal project currently on the PPL during the transition to the nodal market.  The decision tree would also be applied to PRRs on a going-forward basis.  Participants also discussed whether there should be a single PRR addressing the elimination of certain PRRs and associated projects or multiple PRRs.
Mr. Greer made a motion to adopt the Decision Process for System Changes During Transition to a Nodal Market Design document as revised by PRS.  Mr. Durrwachter seconded the motion.  The motion passed unanimously with all Market Segments present for the vote.
7.  Market Operations Continuous Analysis and Requirements Team (MOCART) Presentation
Adam Martinez provided the MO CART update which provided details regarding the status and budgets, as well as the integration and resource constraints, for projects related to Market Operations.  The presentation is posted on the ERCOT website at:

http://www.ercot.com/calendar/2006/05/20060518-PRS.html .  
Tom Jackson inquired whether any projects were cancelled or transferred in deliberation with the Commercial Operations Subcommittee.  Mr. Martinez responded that would be done in consultation with BJ Flowers.
8.  Review of Operating Guides Revision Requests (OGGRs)
None.
9.  Review Recommendation Reports and Impact Analysis

PRR654 – Remove Market Solution References
PRR655 – Approval of Temporary Modification to Annual Validation
Mr. Greer made a motion to forward the Recommendation Reports and Impact Analyses for PRR654 and PRR655 to TAC.  Mr. Durrwachter seconded the motion.  The motion passed unanimously with all Market Segments present for the vote.
10.  Review of PRR Language
PRR653 – OOME Ramp Rate Adherence.
Mr. Greer commented that ERCOT staff may have misunderstood the purpose of this PRR.  Mr. Greer clarified that the PRR does not address the Schedule Control Error (SCE) issue, but addresses an accounting issue related to Out of Merit Energy (OOME) Ramp Rates.  According to Mr. Greer, implementation of this PRR may just require additional employees for Verbal Dispatch Instruction (VDI).  John Dumas acknowledged that having the Qualified Scheduling Entity (QSE) use portfolio bids to govern the ramp rate would help maintain SCE, but would also expose the QSE to undesirable clearing prices.  Mr. Dumas suggested that rather than issuing VDIs that cannot be verified, this should be handled through the dispute process.  Kristi Ashley noted that if the ramp rate is constrained, this leaves money on the table and may prevent generators from bringing capacity to the market.  Mr. Greer proposed streamlining the ADR language, thus eliminating the need for VDIs.  Ino Gonzales raised the concern that there may not be sufficient time to process these ADRs particularly since he does not know the anticipated number of OOME instructions.  
Mr. Greer made a motion to recommend approval of PRR653 as revised by PRS.  Ms. Ashley seconded the motion.   The motion passed with one abstention from the Municipally Owned Utility (MOU) Market Segment.  All Market Segments were present for the vote.  
PRR658 – Requirements for Entities Re-entering the ERCOT Market.
Vanessa Spells presented the Credit Working Group (CWG) comments that proposed deleting Option (1) and recommended adoption of Option (2).  Mr. Madden inquired about the rationale for setting the level of equity at 10%.  Ms. Spells reported that the CWG considered 10% level material.  Mr. Madden responded that unless a Person has more then 50% equity, then the Person has no control over the actions of the company.  Participants discussed whether the equity level should be collectively 50% and whether the equity percentage criterion would apply at the time of default or at any time during the life of the company.  PRS made revisions to PRR658 and discussed remanding it to the CWG and RMS for further review.  
Larry Gurley made a motion to refer PRR back to CWG to refine the proposed language consistent with the PRS discussion related to Option (2).  Mr. Greer seconded the motion.  Manny Muñoz made a friendly amendment to forward PRR658 to the RMS for review of the modifications to the DUNS number requirement in proposed new Section 16.1.1, Re-Qualification as a Market Participant.  The motion passed unanimously with all Market Segments present for the vote.
PRR663 – Payment when a Resource Receives an OOME Down to Zero (0) MW Dispatch Instruction
ERCOT explained that from a settlements perspective, ERCOT is not opposed to paying the costs.  ERCOT is, however, is not able to verify these costs, particularly in the case of a Special Protection Scheme (SPS) activation because it cannot measure the number of hours associated with the SPS activation.  ERCOT committed to contacting the sponsor of the PRR to attempt to find resolution to the issues.
Ms. Ashley made a motion to table PRR663 until the 6/22/06 PRS meeting.  Mr. Madden seconded the motion.   The motion passed unanimously with all Market Segments present for the vote.
PRR664 – Revise Non-Spinning Services Performance Monitoring Criteria

PRR665 – Revise Responsive Reserve Service Performance Monitoring Criteria
Rafael Lozano commented that the monitoring criteria should be based on a 30-minute snapshot, because it is a 30-minute product and, therefore, the language should remain.  Participants discussed whether the intent is to prevent QSEs from overbidding their capability or to measure their SCE.  Participants discussed that there is no valid measurement during 30-minute ramping period.  The measurement runs from the 30th minute to the 35th minute.  
Participants recognized that this PRR is important to the testing requirements for re-qualification, but that the new requirements will not apply until next year.  
Many Muñoz noted that this PRR has not been reviewed by the ROS.  
Mr. Greer made a motion to remand PRR664 and PRR665 to ROS and place the notification of the issue on the TAC agenda, so that TAC may request that the ERCOT Board grand a 60-day delay.  Mark Bruce seconded the motion.   The motion passed unanimously with all Market Segments present for the vote.
11.  Review of PRR Language Related to SCE
PRR586 – SCE Performance and Regulation Cost Re-Allocation

PRR649 – Correct “K” Factor in Compliance SCE Formula

PRR656 – SCE Performance Charge

Mr. Greer made a motion to reject PRR586, PRR649, and PRR656.  Mr. Bruce seconded the motion.  The motion passed with three abstentions from the Independent REP (2) and MOU (1) Market Segments.  The Consumer Market Segment was not present for the vote.
PRR661 – SCE Performance Enforcement Criteria (URGENT)

PRR662 – Modify Ancillary Service Deployment Performance Conditions (URGENT)

Mark Bruce reported that WMS recommends approval of PRR661 and PRR662, as revised by WMS’ comments.  Mr. Bruce explained that the two PRRs form one package and should be taken up together.  Danielle Jaussaud stated that she preferred to discuss these PRRs separately.

Mr. Bruce explained that PRR661 retains the performance criteria in Protocol Section 6.10.5.3, Regulation Services Monitoring Criteria, as recommended by ROS.  PRR661 creates performance charge for bad performance and a performance credit for good performance.  QSEs that perform badly for three months will be limited from participating in the regulation market.  Mr. Bruce reported that the proposal represents a compromise.
Marguerite Wagner proposed clean-up language to match the formulas with the language.  Ms. Wagner explained that the penalty provisions are based on pass/fail and on the volume of regulation.  Participants discussed whether the penalty provision should be applied to the average of three months or the last month.
Ms. Jaussaud emphasized that if the penalty is insufficient, the PUC will not support this PRR.  Ms. Ashley opined that higher penalties may bankrupt a QSE and drive up prices in the regulation market and inquired what would be considered a sufficient penalty.  Randy Jones responded that he understood the Commission’s position, but that it is difficult to assess what the proper threshold is because the revenue stream of each QSE is unknown.  Mr. R. Jones also noted that most bad performers have wind Generation Resources in their fleet.  Mr. Greer agreed that is difficult to determine an adequate penalty, and the level should be based on whether it is cheaper to fix the SCE, rather than pay the penalty.  Darrin Pfannenstiel proposed introducing a probationary status before penalties are assessed.  Ms. Jaussaud responded that it is too late for a probationary period and that the market has had sufficient warning.  Ms. Wagner reported that the proposed penalty structure is the result of a month long discussion that centered on avoiding preventing supply from reaching the market.  
Barbara Clemenhagen opined that the scaling factor is the problem.  Ms. Clemenhagen suggested sending this PRR661 to TAC without the scaling factor and that Ms. Jaussaud review the numbers.  Participants agreed that this is a template and that the scaling factor can be raised at a later date.  Participants discussed the process for raising the scaling factor.  Ms. Jaussaud commented that the PRR process is too slow and that the ratcheting should be automatic.
In reference to PRR662, Kenan Ögelman reported that the issue raised at WMS was that large QSEs would have an advantage over small QSEs in applying the exemptions and passing the monitoring criteria.  Mr. Ögelman reported that he was unsuccessful in developing language to address the issue.  Mr. Ögelman suggested that this be monitored by ERCOT Compliance and that the before and after exemption scores be posted.  Mr. Ögelman also reported concern about blanket exemptions for wind Generation Resources and stated that they should at least have an incentive to follow load.  Again, Mr. Ögelman, commented that since he did not have solution at this time he will not hold up the PRR, but did want to raise this as a potential issue.  Ms. Jaussaud quoted Larry Grimm’s comments expressing concerns over the wind exemption and stated that this problem should be resolved before proceeding with the exemption.  Dan Jones commented that this would force wind Generation Resources to be backed up by fossil and follow load and that this will result in withholding capacity from the market.  Larry Gurley commented that the only entity that can solve the wind Generation Resource issue is ERCOT because it has access to the Real Time (RT) market and suggested the situation will improve with the implementation of the Nodal market, which includes requirements for a five-minute dispatch.  
Walter Reid acknowledged that ERCOT has legitimate concerns, but that charging the wind and load is not the solution.  Mr. Bruce stated that he did not see a link between the wind generators and performance criteria.  

Larry Grimm stated that he needed assurances that there will be some kind of performance metric for wind Generation Resources, particularly in light of the anticipated increase in wind Generation Resources.  Such a performance metric may not necessarily have the same criteria or penalty provisions as other Resources.  Mr. Reid agreed that ERCOT must be given resources to assess the impact of wind, particularly form a planning perspective, but disagreed that performance measures are appropriate.  According to Mr. Reid, wind Generation Resources should be treated the same way as Load.
Fred Sherman also raised concerns over exemptions for unit testing.  Mr. Sherman stated that such an exemption is understandable for small units, but unfairly allows larger units to be exempted.  Mr. Sherman suggested that this should be based on percentage of the fleet being tested.  Ms. Ashley responded that ERCOT and the market should monitor the situation.  
Mr. Greer made a motion to recommend approval of PRR661 as recommended by WMS and revised by PRS and PRR662 as recommended by WMS.  Mr. Lozano seconded the motion.   The motion passed with three abstentions from the MOU (1) and the Independent REP (2) Market Segments.  All Market Segments were present for the vote.

12.  Project Prioritization
None
13.  Review Combined PPL and Determine Recommendations for Subcommittee Review
Not taken up.
14.  Other Business

None
Future PRS Meetings
· May 22, 2006
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