ERCOT PROTOCOL REVISION SUBCOMMITTEE MEETING

8/31/06 Approved Minutes


Attendance:

	PRS Members
	Name
	Representing

	David 
	Detelich
	CPS Energy

	Darrin
	Pfannenstiel
	Stream Energy

	Clayton
	Greer
	Constellation

	Kevin 
	Gresham (Chair)
	Reliant Energy

	Steven
	Moss
	FirstChoice

	Billy
	Helpert
	BEPC

	Scott
	Wardle
	Oxy

	Kenan 
	Ögelman
	OPC

	Mark
	Bruce
	FPL

	Adrian
	Pieniazek
	NRG Texas

	
	
	

	Participants
	 
	 

	Troy
	Anderson
	ERCOT 

	Kristy
	Ashley
	Exelon

	Brad
	Belk
	LCRA

	Ann
	Boren
	ERCOT

	Jeff 
	Brown
	Coral Power

	Barbara
	Clemenhagen
	Sempra Energy

	Steve
	Davis
	Strategic Energy

	Betty 
	Day
	ERCOT

	Mark 
	Dreyfus
	Austin Energy

	Henry
	Durrwachter
	TXU

	Keith
	Emery
	Tenaska

	Eric
	Goff
	Constellation NewEnergy

	Ino 
	Gonzalez
	ERCOT

	Larry 
	Gurley
	Tenaska

	Bob 
	Helton
	ANP

	Kristi
	Hobbs
	ERCOT

	Miguel
	Huerta
	Austin White Lime

	Dan 
	Jones
	CPS

	Don
	Jones
	TIEC

	Randy
	Jones (phone)
	Calpine

	Eddie
	Kolodziej
	Cust.  Energy Solut'ns

	Nieves
	López
	ERCOT

	Neil
	McAndrews
	McAndrews & Associates

	Gary
	Miller
	BTU

	Pat
	Moast
	ERCOTt

	Nelson 
	Nease
	Nucor Steele

	Vanus
	Priestley
	Constellation NewEnergy

	Cesar
	Seymour
	Tractebel

	Walt
	Shumate
	Shumate & Associates

	Mark
	Smith
	Chaparral Steel

	Scott
	Wardle
	Oxy

	Ron
	Wheeler
	Dynegy

	Brandon 
	Whittle
	ERCOT

	Bob
	Wittmeyer
	RJ Covington/Denton

	Diana
	Zake
	ERCOT


1.  Anti-Trust Admonition

The Anti-Trust Admonition (Admonition) was displayed for the members.  Kevin Gresham read the Admonition and reminded the members that paper copies of the Admonition are available.
2.  Urgency Votes

Mr. Gresham reported that PRR687, Replacement Reserve Under-Scheduled Capacity Delineation; PRR688, ERCOT Nodal Surcharge; and PRR690, Termination of the Modified Competitive Solution Method were granted Urgent status by e-mail vote.  
Clayton Greer made a motion to waive notice for PRR687, PRR688, and PRR690.  Henry Durrwachter seconded the motion.  The motion passed unanimously with all Market Segments present for the vote.
3.  PRS RPRS Task Force Update
Gary Miller provided an update on behalf of the PRS Replacement Reserve Service (RPRS) Task Force (PRS RPRSTF) and the Qualified Scheduling Entities Manager Work Group (QSEMWG).  Mr. Miller reported that:

· The RPRS procurement process appears to reflect the intentions of the Market Participants, but metrics to screen contingencies with no solution should be developed and there needs to be a method for identifying online units targeted for Non-spinning Reserve service.
· The QSEMWG will continue working with ERCOT to determine when and how much sigma bias to use in the forecast.

· The QSEMWG will continue investigating ways to use the Non-Spinning Reserve market to address reliability related issues rather than relying on RPRS because RPRS should primarily be procured for ensuring that there are sufficient next-day Balancing Energy Services.

· On June 20, 2006, it appeared that RPRS was over-procured, but this was in large part due to an unresolvable contingency.  A mitigation plan is now in place and the contingency has been removed.

· The issue with RPRS appears to be that the current process pays for RPRS at the Market Clearing Price for Capacity (MCPC) based on a quantity X while collecting for the same type of capacity from “short” QSEs at MCPC for quantity Y.  When X is less then Y, QSEs receive the difference between dollars paid and dollars collected on a load ratio share.  This creates an inequity in the market because credits are based on load ratio share and not on QSE’s relative “short” or “long” positions in the market.

Mr. Miller reported that the QSEMWG determined that issues related to the procurement of RPRS have been resolved; however, the impact of contingencies should be monitored.  Mr. Miller further reported that three PRRs (see agenda item no. 4, Review of RPRS PRRs) have been developed to address the issues related to the allocation of RPRS charges and presented the arguments for and against each of these proposals.  The full presentation may be accessed at: http://www.ercot.com/calendar/2006/08/20060831-PRS.html. 
4.
Review of RPRS PRRs
PRR687 -- Replacement Reserve Under-Scheduled Capacity Delineation

Ino Gonzalez explained the proposed revisions and offered additional changes.  ERCOT Staff also reported that ERCOT is working on the requirements documents for PRR666, Modification of RPRS Under-Scheduled Capacity Charge Calculation, but that PRR666 cannot be fully implemented unless and until PRR687 is approved.
Mr. Greer made a motion to recommend approval of PRR687 as revised by PRS.  Cesar Seymour seconded the motion.  The motion passed unanimously with all Market Segments present for the vote.
PRR674 – Temporary Alteration of Settlement Equations Related to the RPRS Under-Scheduled Charge
PRS discussed making the PRR more acceptable by including competitive procurement and setting a sunset date.  Participants also discussed that large contributing factor to the June 20, 2006 events have been addressed and noted that the RPRS procurement and costs are trending downward.  Therefore, drastic measures are unwarranted and could harm the market.  Participants contended that PRR674 creates an incentive to be capacity short.  Competitive procurement combined with uplift will discourage capacity from participating in the market, and this is potentially risky in an environment where capacity is increasingly tight.  The sponsor of the PRR countered that the issue is not the amount of capacity being procured, but who pays for it and its cost, and that these costs are not appropriately assigned.  Therefore, the problem has not been resolved and PRR674 offers a short-term solution.  The sponsor further noted that the current system causes forward prices to spike and depresses Real-Time prices.  Participants responded that the responsibility for paying for the service is key to the functioning of the RPRS market – if the cost allocation is changed, market behavior will change and this will affect procurement.  Participants stressed that resources are too constrained to allow for multiple changes to the RPRS system.

Steven Moss made a motion to reject PRR674.  Mr. Greer seconded the motion.  The motion passed by roll-call vote with 14 yeas from the Cooperative (Coop) (2), Municipal Owned Utility (MOU) (4), Investor Owned Utility (IOU) (2), Independent Generator (IG) (2), Consumer (1), Independent Power Marketer (IPM) (3) Market Segments; nine nays from the IG (3), the Consumer (4), and IREP (2) Market Segments; and two abstentions from an IREP and an IPM.  The tally was 4.525 in favor and 2.475 against the motion.  All Market Segments were present for the vote.
PRR676 – RPRS Solution with Nodal RUC-Type Procurement and Cost-Allocation.
Participants discussed the need to synchronize implementation of PRR676 with PRR666 and PRR687.  Some participants objected to PRR676, stating that it has the same shortcoming as PRR674 in that it provides an incentive for Qualified Scheduling Entities (QSEs) to submit short schedules.  It was further noted that the analysis should be based on the most recent four weeks that shows that RPRS procurement has decreased.  Participants also debated whether penalties encourage efficient market behavior; whether the system costs are appropriately assigned to QSEs with short schedules; and whether the proposal should include a competitive procurement mechanism.  Consumers expressed a preference for having elements of PRR674 included in this PRR.
Brad Belk moved to recommend approval of this PRR as submitted by the sponsor.  Bob Whittmeyer seconded the motion.  Upon determination that the PRR required further development, the motion was withdrawn.
Dan Jones developed a new set of comments for PRR676 that proposed to establish the under-scheduled capacity charge at zero until the full implementation of PRR676.  This proposal precipitated a discussion regarding whether this PRR should be implemented in conjunction with PRR687; the impact on the timeline; and whether Market Participants are willing to operate without the calculation of the under-schedule charge.  Some participants noted that if this PRR is implemented quickly, the benefits of the interim solution would be negligible.  On the other hand, if implementation were to take a long time, the interim proposal would distort the market.  ERCOT Staff reported that it may take until next year to fully implement PRR666, PRR687, and PRR676.  
Mark Smith moved to recommend approval of PRR676 as revised at PRS, including an interim solution until full implementation of this PRR.  Mr. Seymour seconded the motion.  The motion failed by roll-call vote with seven yeas from the MOU (1), IG (1), and Consumer (4) Market Segments; 11 nays from the Coop (2), MOU (3), IOU (1), IG (1), IREP (1), and IPM (3) Market Segments; and six abstentions from the IOU (1), IG (2), Consumer (1), and IPM (1) Market Segments.  The tally was 1.972 in favor and 5.083 against the motion.  All Market Segments were present for the vote.

Kenan Ögelman moved to recommend approval of PRR676 as revised by PRS, but without an interim solution until full implementation.  Mr. Belk seconded the motion.  The motion passed by roll-call vote with 16 yeas from the Coop (2), MOU (4), IOU (1), IG (3), Consumer (2), and IPM (4) Market Segments; four nays from the IG (1) and Consumer (3) Market Segments; and four abstentions from the IOU (1), IG (1), and IREPs (2).  The tally was 5.375 for and 0.625 against the motion.  All Market Segments were present for the vote.
PRR678 – Allocation of RPRS Over-Collection to QSEs.
Mr. Durrwachter explained PRR678.  
Mr. Durrwachter  moved to recommend approval of PRR678 as revised by ERCOT.  No party seconded the motion. 
PRR680 – Procurement of Capacity for Load Forecast Uncertainty.
Participants discussed the extent to which the issues that PRR680 addresses have been or are being addressed by the QSEMWG.
Mr. Seymour moved to table PRR680 until the October PRS meeting.  Mr. Ögelman seconded the motion.  The motion passed unanimously with all Market Segments present for the vote.
5.  Review of PRR and NPRR Language
PRR688 – ERCOT Nodal Implementation Surcharge

Bill Barnes explained how PRR688 was developed to comply with the Commission Order in Docket No. 32686, Application of the Electric Reliability Council of Texas for Approval of a Nodal Market Implementation Surcharge and Request for Interim Relief.  Participants discussed that this PRR represents an interim mechanism that can be implemented by ERCOT by October 1, 2006.  The final mechanism will be implemented through a nodal PRR (NPRR020, ERCOT Nodal Implementation Surcharge).  PRS also discussed the ability of Reliability-Must-Run (RMR) providers to submit verifiable costs to recover the charge.
Mr. Durrwachter moved to recommend approval of PRR688 as modified by ERCOT staff comments.  Mr. Seymour seconded the motion.  There was one abstention from the IPM segment.  
NPRR020 – ERCOT Nodal Implementation Surcharge

ERCOT Staff reported that NPRR020 is drafted and posted.  Kristi Ashley opined that this NPRR needs be implemented sooner rather than later because the final Nodal surcharge can be assessed to buyers and sellers, and may be assessed retroactively.  No further action was taken.
PRR690 -- Termination of the Modified Competitive Solution Method

Mr. Seymour explained that PRR680 was developed to comply with P.U.C. Subst. R. 25.502(i), Termination of the Modified Competitive Solution Method (MCSM), which requires that ERCOT terminate use of the MCSM on October 1, 2006.
Mr. Greer moved to recommend approval of PRR690 as submitted.  Barbara Clemenhagen seconded the motion.  The motion passed unanimously with all Market Segments present.
6.  Project Prioritization
PRR688 – ERCOT Nodal Implementation Surcharge
PRS voted to assign PRR688 a priority of 1 and a rank of 7.5.  There were two abstentions from the IPM and IG segments.  All Market Segments were present for the votes.
PRR676 – RPRS Solution with Nodal RUC-Type Procurement and Cost-Allocation.
PRS unanimously voted to assign PRR676 a priority of 2 and rank of 10.  All Market Segments were present for the vote.
7.  Other Business

None
Future PRS Meetings
· September 21, 2006
· October 19, 2006
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