ERCOT PROTOCOL REVISION SUBCOMMITTEE MEETING

8/2/06 Approved Minutes


Attendance:

	PRS Members
	Name
	Representing

	Mark
	Bruce
	FPL

	David 
	Detelich
	CPS Energy

	Clayton
	Greer
	Constellation

	Kevin 
	Gresham (Chair)
	Reliant Energy

	Billy
	Helpert
	BEPC

	Sandy
	Morris
	LCRA

	Kenan 
	Ögelman
	OPC

	Darrin
	Pfannenstiel
	Stream Energy

	Adrian
	Pieniazek
	NRG Texas

	Richard
	Ross
	AEP

	
	
	

	Participants
	 
	 

	Troy
	Anderson
	ERCOT 

	Kristy
	Ashley
	Exelon

	Bill
	Barnes
	ERCOT

	Brad
	Belk
	LCRA

	Vijay
	Betanabhatla
	LCRA

	Frank
	Bryan
	LCRA

	Michelle
	Clatrer
	Green Mountain Energy

	Ian
	Dennis
	LCRA

	John 
	Dumas
	ERCOT

	Henry
	Durrwachter
	TXU

	Eric 
	Goff
	Constellation NewEnergy

	Ino 
	Gonzalez
	ERCOT

	Larry 
	Gurley
	Tenaska

	Shari
	Heino
	ERCOT

	Kristi
	Hobbs
	ERCOT

	Tom 
	Jackson
	Austin Energy

	Dan 
	Jones
	CPS

	Eddie
	Kolodziej
	Cust.  Energy Solut'ns

	Bob 
	Leech
	CitiGroup

	Nieves
	López
	ERCOT

	Ralph
	Lozano
	PSEG

	Niel
	McAndrews 
	McAndrews & Associates

	Pat
	Moast
	ERCOT

	Manny 
	Muñoz
	CenterPoint Energy

	Vanus
	Priestley
	Constellation NewEnergy

	David
	Redding
	Green Mountain Energy

	Eric 
	Schubert
	PUCT

	Walt
	Schumate
	Schumate & Associates

	Mark
	Smith
	Chaparal Steel

	Thane Thomas
	Twiggs
	Direct Energy

	Marguerite
	Wagner
	RRI

	Bob
	Wittmeyer
	Denton

	Diana
	Zake
	ERCOT

	Jay
	Zarnikau
	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 of the Anti-Trust guidelines are available.  
2.  Urgency Votes

Mr. Gresham reported that PRR676, RPRS Solution with Nodal RUC-Type Procurement and Cost Allocation, received Urgent status.  
3.  Consideration of Request for Urgent status
PRR678 – Allocation of RPRS Over-Collection to QSEs.

Henry Durrwachter made motion to grant Urgent status for PRR678.  Manny Munoz seconded the motion.  The motion passed unanimously.  The Consumer Market Segment was not present for the vote.
4.  Report on the July 27 PRS RPRS Task Force Meeting
Mr. Munoz presented the results of the PRS Replacement Reserve Service (RPRS) Task Force (TF) meeting.  The presentation summarized RPRS procurement, desired market behavior, desired market outcomes, and the manner in which the current proposals measure against these desired outcomes.  The presentation is available at:

http://www.ercot.com/calendar/2006/08/20060802-PRS.html.  
Participants agreed that the PRS RPRS TF should meet and address the following issues:
1. Handling of load forecast uncertainty and the allocation/accountability of that responsibility (ERCOT’s one sigma bias):
· Whether the amount of bias appropriate.
· If so, whether the responsibility allocated properly.
· One proposal is to acquire AS to cover load forecast uncertainty

· An option for dealing with load forecast uncertainty is to remove the effect in settlement – short QSEs should not pay MCPC when there are inappropriate procurements.
· How system is managed when attempting to avoid rolling blackout situations.
2. Allocation of excess funds:
· Average costing versus marginal cost principles.
· PRR676, RPRS Solution with Nodal RUC-Type Procurement and Cost Allocation.
· PRR678, Allocation of RPRS Over-Collection to QSEs.
a. Calculation for long positions.
3. Apparent stranding of on-line capacity due to local congestion (power balance).
· Whether this creates additional bias.
· Determine whether the probability of N-2 criteria in a generation pocket happening simultaneously is realistic – whether the ERCOT model to determine these generation pocket constraints is appropriate.
· The amount of unutilized on-line capacity on the system.
4. System-wide short versus zonal short – resolved by PRR666, Modification of RPRS Under-Scheduled Capacity Charge Calculation.
· ERCOT requires direction to move forward with PRR666 implementation to include in October/November 2006 Release.
· ERCOT requires assurance that other RPRS solutions will not impact PRR666 implementation.
· Calculation for short positions (see Chaparral comments to PRR678) and mismatches.
PRS gave the RPRS TF an assignment to develop list of solutions for Item #1 and Item #3; and find consensus on Item #2.  The PRS RPRS TF will meet on 8/11/06 at the Austin MetCenter; and a second meeting on 8/15/06, before the August PRS meeting, will be convened if needed.  The RPRS TF is to report to PRS and provide a set of options for PRS vote at its 8/17/06 meeting.
PRS also discussed the timing of implementation of PRR666.  ERCOT staff reported that PRR666 cannot be implemented in parts, that immediate implementation will result in delays for other projects and that PRR666 will require extensive testing before it can be implemented in production.  PRS participants stated that the ERCOT Board (Board) had directed ERCOT to implement immediately.  Therefore, PRS directed ERCOT to implement PRR666 in its entirety, regardless of impending changes to be discussed at RPRS TF meetings.  PRS also requested that ERCOT staff bring a report to TAC in September.  Chaparral was advised to submit a separate PRR to address the issues it raised in its comments to PRR678.
5.  Review of PRR Language
PRR676 – RPRS Solution with Nodal RUC-Type Procurement and Cost Allocation.
Dan Jones explained that this PRR modifies the current Day-Ahead (DA) capacity procurement and cost allocation methods to be similar to the procurement and cost allocation methods for the Reliability Unit Commitment (RUC) that is contained in the Nodal Protocols as approved by the Public Utility Commission (PUC).  The PRR also removes the provisions related to the direct assignment of zonal capacity procurements.  Vanus Priestly disagreed, stating that the proposal’s cost causation principle is erroneous because it charges the entity that is not necessarily responsible for the cost.  Mr. Jones acknowledged that it is not a pure cost causation construct, but challenged the Market Participants to review it within the context of the Nodal Protocols.  Larry Gurley stated that the PRR is potentially problematic because the payment is less then marginal cost for capacity.  Mr. Priestly countered that the forecast issues cause the problems with the RPRS market and short QSEs pay over the marginal cost.
PRR678 – Allocation of RPRS Over-Collection to QSEs.
Mr. Gurley explained that this PRR allocates any over-collection of funds caused by ERCOT deployment of RPRS to QSEs that are scheduling the excess capacity that offset the requirement for RPRS.  Currently, over-collection of funds for RPRS are distributed back to QSEs on a load-ratio-share basis, regardless of the actual capacity position (i.e., “short” or “long”) of the QSE.  This leads to inappropriate distribution of the over-collected funds to QSEs who may actually be “short” on capacity.  The ERCOT Board has instructed market participants to address this issue.  Participants posed questions regarding the timing of the determination—the day ahead snapshot—particularly whether this does take into consideration changes being made in resource schedule.  Some participants stated that this would also be subject to manipulation.  Eric Schubert noted that QSEs are not paid the marginal cost.  Mr. Gurley responded that he was willing to entertain language relating MCPE for QSEs that are in a long position.  Mr. Gurley explained this PRR is intended to avoid requiring new billing determinants while finding equity between QSEs with short and long positions.  
PRR680 – Procurement of Capacity for Load Forecast Uncertainty.
Ralph Lozano explained that this PRR is intended to assure that ERCOT has the authority to procure RPRS to cover uncertainty.  ERCOT presently adds 1,800 MW to its load forecast to account for this uncertainty, reducing the likelihood that ERCOT will not have sufficient capacity available in the event load is higher than expected. ERCOT uses this adjusted load forecast in determining RPRS procurement and this significantly affects both the short term and long term markets.  Mr. Lozano argued that a more appropriate process would be to separate the two procurements (load forecast adder and RPRS) and handle each one separately.  Mr. Lozano presented both a short-term and a long-term solution to this issue.  Mr. Lozano’s presentation may be reviewed at:

http://www.ercot.com/calendar/2006/08/20060802-PRS.html 
Mr. Lozano noted that he did not believe that this proposal would require Protocol changes.  
6.  Project Prioritization
Not taken up.
10.  Other Business

None
Future PRS Meetings
· August 17, 2006
· September 21, 2006
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