ERCOT PROTOCOL REVISION SUBCOMMITTEE MEETING

Approved 9/21/06 Minutes


Attendance:

	PRS Members
	Name
	Representing

	David 
	Detelich
	CPS Energy

	Fred 
	Sherman
	GP&L

	Steve
	Madden (V-Chair)
	StarTex

	Clayton
	Greer
	Constellation

	Kevin 
	Gresham (Chair)
	Reliant Energy

	Steven
	Moss
	FirstChoice

	Sandy
	Morris
	LCRA

	Billy
	Helpert
	BEPC

	Scott
	Wardle
	Oxy

	Kenan 
	Ögelman
	OPC

	Mark
	Bruce
	FPL

	Adrian
	Pieniazek
	NRG Texas

	
	
	

	Participants
	 
	 

	Troy
	Anderson
	ERCOT 

	Kristy
	Ashley
	Exelon

	Bill
	Barnes
	ERCOT

	Brad
	Belk
	LCRA

	Ann
	Boren
	ERCOT

	Michelle
	Cutrer
	Green Mountain Energy

	John 
	Dumas
	ERCOT

	Henry
	Durrwachter
	TXU

	Andrew
	Gallo
	ERCOT

	Jennifer
	Garcia
	Direct Energy

	Beth 
	Garza
	ERCOT

	Eric
	Goff
	Constellation NewEnergy

	Bob 
	Helton (phone)
	ANP

	Hal 
	Hughes
	DME

	Scott
	Ireland
	Keystone Energy Partners

	Tom 
	Jackson
	Austin Energy

	Randy
	Jones (phone)
	Calpine

	Eddie
	Kolodziej
	Cust.  Energy Solut'ns

	Nieves
	López
	ERCOT

	Ralph
	Lozano
	PSEG

	Elizabeth
	Mansour
	ERCOT

	Matt
	Mereness
	ERCOT

	Sonja
	Mingo
	ERCOT

	Pat
	Moast
	ERCOT

	Manny 
	Muñoz
	CenterPoint Energy

	Mark
	Patterson (phone)
	ERCOT

	Robert
	Potts
	ERCOT

	Vanus
	Priestly
	Constellation NewEnergy

	Kathy
	Scott
	CenterPoint Energy

	Cesar
	Seymour
	Tractebel

	Carrie
	Tucker
	ERCOT

	Ron
	Wheeler
	Dymegy

	Brandon 
	Whittle
	ERCOT

	Cheryl 
	Yager
	ERCOT

	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.  Approval of August 17 and 31, 2006 Minutes
Clayton Greer moved to approve the draft meeting minutes from the August 17 and August 31, 2006, meetings.  Fred Sherman seconded the motion.  PRS unanimously voted to approve the draft minutes with all Market Segments present for the vote.
3.  Urgency Votes

Mr. Gresham reported that PRR685, TCRs and PCRs Payment Due Date, was granted Urgent status by e-mail vote on August 16, 2006.  
4.  TAC and Board Reports

Mr. Gresham reported that the TAC recommended the following PRRs for approval by the ERCOT Board of Directors (Board): PRR653, OOME Ramp Rate Adherence; PRR671, Remove Sunset Date on Floor for Responsive Reserve Service Bids; PRR676, RPRS Solution with Nodal RUC-Type Procurement and Cost Allocation; PRR682, Emergency Electric Curtailment Plan (EECP) Event Realignment; PRR687, Replacement Reserve Under-Scheduled Capacity Delineation; PRR688, ERCOT Nodal Implementation Surcharge; PRR690, Termination of the Modified Competitive Solution Method Surcharge.  The TAC also rejected Constellation New Energy (CNE) appeal of the PRS decision to reject PRR674.  And TAC recommended that the Board approve NPRR011, Revision to Credit Requirements; NPRR012, CRR Granularity in CRR Auction; NPRR013, Section 2 – Zonal PRR Synchronization and ERCOT Staff Clarification; NPRR015, Zonal PRR Synchronization – Section 22 – Attachment H; and NPRR016, TPTF Cleanup Items for Sections 2, 3, and 16.
Mr. Gresham further reported that the Board approved PRR658, Requirements for Entities Re-Entering the ERCOT Market; PRR663, Payment When a Resource Receives and OOME Down to Zero (0) MW Dispatch Instruction; PRR664, Revise Non-Spinning Reserve Services Performance Monitoring Criteria; PRR665, Revise Responsive Reserve Service Performance Monitoring Criteria; PRR668, Distribution Loss Factor Calculations; PRR676; PRR687; PRR688; and PRR690.  In reference to PRR676, Mr. Gresham reported that the Board took this PRR up in conjunction with the Constellation New Energy (CNE) appeal of the TAC decision to uphold the PRS decision to reject PRR674.  The Board granted CNE’s appeal and approved PRR674 as a temporary measure until the earlier of February 1, 2007 or the implementation of PRR676.  The Board instructed ERCOT to implement PRR676 expeditiously.  The Board also directed ERCOT Staff to give a report a report regarding the impact of PRR674 on the Balancing Energy Services (BES) market at the November Board meeting and give an update of the implementation status of PRR676 at the January, 2007 Board meeting.  The Board remanded PRR682 to TAC to address ERCOT Staff concerns regarding timing and communications of public appeals.  The Board also approved NPRR003, Section 5, Zonal PRR Synchronization and ERCOR Staff Clarifications; NPRR011; NPRR012; NPRR013; NPRR014, Zonal PRR Synchronization for Section 16; NPRR015; and NPRR016.
5.  Project Update and Summary of PPL Activity to Date

Troy Anderson provided a progress report on the following projects:
· The date for project to implement SCR738, MarkeTrak (FasTrak replacement) under Retail Operations (RO) Continuous Analysis and Requirements Team (CART) has changed to 11/11/06.
· The Majordomo replacement has recently been added to the Project Priority List (PPL) under RO.  This project has a priority of 1.1, rank of 8.5, and an estimated cost of $100K.

· The following projects are in the planning phases under the Market Operations (MO) CART:

· PRR666, Modification of RPRS Under-scheduled Capacity Charge.

· PRR565, Calculation of Losses for Settlement.

· PRR668, Distribution Loss Factor Calculations.

· The project related to the Outage Scheduler Enhancement Phase II under System Operations (SO) CART has been cancelled.

The full presentation may be accessed at: http://www.ercot.com/calendar/2006/09/20060921-PRS.html.
Mr. Anderson then gave a 2007 Project Budget Update.  Mr. Anderson explained that each CART re-evaluated cost estimates in order to stay within the current fee.  Through this process, the CARTs reduced the total budget to $30 million, without affecting or reducing Market Participant-initiated projects.  The reductions primarily impacted the IT infrastructure changes and ERCOT-requested projects.  There were no changes to the priorities and rankings in the Commercial Operations, MO, RO, and SO projects.  Mr. Anderson further announced that an additional review will take place now that the Nodal budget is refined.  Mr. Anderson anticipates that this review will affect the IT Operations (IO) and SO program areas.  PRS members had a lengthy discussion regarding zonal vs. nodal market-related projects, and the cost allocation of projects that would be implemented regardless of whether the nodal market is or would be implemented.  Mr. Anderson committed to bringing additional information regarding the projects to implement Majordomo and the Outage Scheduler Enhancement Phase II.  
6.   Discussion of Amendments to PRS Procedures for Posting Agendas
ERCOT Staff discussed that it has reviewed Section 21, Process for Protocol Revision, to determine whether this section should be revised to require a minimum posting period for agenda items prior to the PRS meeting.  Staff determined that such a revision is not necessary at this time, but stressed the importance of allowing the Market Participants and ERCOT sufficient time to perform adequate analysis of PRRs.  Staff further noted that, although it has posted documents within hours of receipt, Market Participants should not expect that time period to become standard operating procedure.  Section 21 allows ERCOT Staff up to five Business Days to review a document for completeness and three Business Days to post the document once it is deemed complete.  Therefore, Market Participants should submit documents enough in advance to allow for proper review by ERCOT Staff prior to posting and dissemination to Market Participants prior to the PRS meetings.  Mr. Sherman stated that the designation of Urgency should be limited to the criteria outlined in Section 21 of the Protocols.  Participants also discussed when the NPRRs should follow the same procedures and timelines as PRRs.
7.   Review of Recommendation Reports, Impact Analyses, and Cost-Benefit Analyses

PRR673 – Adjust SCE Performance Charge Scale Factor
Mark Bruce proposed corrections to the discussion section of the Recommendation Report and inquired whether this PRR can be performed manually.  Participants noted that a manual work-around is not presented as an option in the Impact Analysis.
Kenan Ögelman moved to forward the documents to TAC as revised by PRS.  Henry Durrwachter seconded the motion.  The motion passed unanimously with all Market Segments present for the vote.
PRR675 – Multiple Ramp Rates
Mr. Bruce moved to forward the documents to TAC.  Mr. Durrwachter seconded the motion.   The motion passed unanimously with all Market Segments present for the vote.

8.  PRR Voting Items

PRR647 – Gross and Net MW/Mvar Data Reporting
John Dumas explained the purpose of PRR647 and its expectations in terms of implementation.  Market Participants stated that they supported this PRR but expressed concern that companies may not be able to implement the requirements in time.  ERCOT Staff stated that this issue was discussed at the ROS and reiterated that ERCOT will allow for an 18-month lead-time.  ERCOT Staff committed to working with the affected Market Participants to have this PRR implemented as soon as feasible.  
Manny Muñoz moved to recommend approval of PRR647 as revised by the Operations Working Group (OWG) comments.  Mr. Sherman 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.
PRR677 – Substitute Source for Fuel Index Price (FIP)
Randy Jones explained that, during review of the nodal market Protocols, the Transition Plan Task Force (TPTF), discovered the need to provide a substitute for the publication “Gas Daily” as a source for the fuel index price (FIP) in case Gas Daily ceases to exist.  Mr. R. Jones stated that such a change through the regular PRR process would take too long.  Mr. Durrwachter suggested that the alternate source could be approved by TAC, rather than the Board.  Participants countered that an alternate data source could have significant impact on prices.  TAC members make decisions based on their companies’ individual interests, whereas the Board must act independently and make decisions that benefit the market as a whole.  Therefore, the Board is the appropriate body to designate the alternate source for the FIP.
Mr. Bruce moved to recommend approval of PRR677 as submitted by the sponsor.  Mr. Ögelman seconded the motion.   The motion passed unanimously with all Market Segments present for the vote.
PRR678 – Allocation of RPRS Over-Collection.
Mr. Durrwachter announced that TXU Electric intends to withdraw PRR678.
PRR679 – Revision to NLRI Formula and Other Credit Requirements

ERCOT Staff explained the purpose of PRR679.  Specifically, this PRR proposes to: (i) change the formula for Net Load Imbalance Liability and Net Resource Imbalance Liability (NLRI) to better match with the formula in the nodal Protocols; (ii) require/allow ERCOT to withhold payment from Entities that have exceeded their Estimated Aggregate Liability (EAL) or NLRI; and (iii) address a request by RMS/Texas SET to add a requirement that Qualified Scheduling Entities (QSEs) (that are Load Serving Entities [LSEs]) in Payment Default provide to ERCOT ESI ID and Customer billing information on their Customers.  
Mr. Bruce moved to recommend approval of PRR679 as submitted.  Billy Helpert seconded the motion.  The motion passed unanimously with all Market Segments present for the vote.
PRR681 – Discontinuation of Interest Charge for Defaulting Entities at Time of Uplift

ERCOT Staff explained that PRR681 would allow ERCOT to discontinue assessing Late Fees when an entity is in default.
Sandy Morris moved to recommend approval of PRR681 as submitted.  Mr. Ögelman seconded the motion.  The motion passed with one abstention from the Independent Generator (IG) Market Segment.  All Market Segments were present for the vote.
PRR683 – Reduce Timeline for Notice and Cure and Create a Working Credit Limit

ERCOT Staff explained that PRR683 was the result of long discussions among Market Participants in the Credit Working Group (Credit WG).  Cheryl Yager acknowledged that there were divergent opinions regarding this issue, but contended that this PRR represents a compromise position supported by 14 of 18 votes with 6 of 7 Market Segments voting.  Mr. Greer countered that this PRR makes extensive changes to Market Participants’ collateral.  Mr. Greer suggested that the requirements of this PRR should be subjected to testing to determine whether the benefits justify the cost to the market.  In addition, Mr. Greer noted that the Credit WG does not have a voting structure that requires Market Segment representation and this PRR does not have unanimous support.  Randy Jones agreed, noting that the Credit WG is currently reviewing its governance structure.  Ms. Yager stated that this PRR was developed at the request of the Finance & Audit Committee (F&A) because collateral held is inadequate when Mass Transition events occur and, therefore, there will be losses when entities default. She indicated that Market Participants need to be protected from the resulting credit exposure and that the members of the Credit WG represent a range of Market Segments.  Mr. Ögelman suggested that the Credit WG should also consider benefits entities bring to market – not just credit exposure risks.  Mr. Ögelman wanted to recognize the issue raised by Reliant’s comments in that Entities have different risk-mitigating behaviors.  Bob Helton noted that not all companies can comply with the same standards.  For example, an American-based company may be able comply with the one-day collateral posting requirement, but a foreign company that relies on overseas banks for financial transactions may not be able to comply.  Ms. Yager reiterated that this PRR represents balance among the divergent interests and there is existing credit exposure.  Overall, PRS praised the success to date of the Credit WG, the RMS, PRS and the COPS in reducing the amount of market exposure due to mass transition events. PRS also discussed the timing of additional reduction measures in market exposure; the need to allow sufficient time for the most recent changes to mature and take effect; that there is a review underway of the governance structure of the Credit WG; the directive from the F&A to Credit WG regarding credit issues; the need for recognition that Market Participants have different risk profiles in the wholesale market by their choice; and the fact that MOUs and Electric Cooperatives (Coops) that have not opted-in create little risk of a mass transition.
Mr. Greer moved to reject PRR683.  Steve Madden seconded the motion.  The motion passed with a vote tally of 5.75 in favor and 0.75 against.  There were two opposing votes from the Coop and MOU Market Segments; and four abstentions from the Investor Owned Utility (IOU) (2), Consumer, and Independent REP (IREP) Market Segments.  All Market Segments were present for the vote.
PRR684 – Mass Transition Process Necessary for PUCT Rule 31416

Kathy Scott explained that PRR684 was developed to comply with the requirements of P.U.C. Subst. R. 25.43, relating to the Provider of Last Resort, and the Commission Order under Project No. 31416, Evaluation of Default Service for Residential Customers and Review of Rules Relating to the Price to Beat and Provider of Last Resort.
Mr. Muñoz moved to recommend approval of PRR684 as revised by the RMS comments.  Mr. Ögelman seconded the motion.  The motion passed unanimously with all Market Segments present for the vote.
PRR685 – TCRs and PCRs Payment Due Date

Mr. Sherman explained that the governance structure of the City of Garland necessitates more time to process invoices and proposed that Market Participants have at least five Bank Business Days to process and pay Pre-Assigned Congestion Rights (PCR) and Transmission Congestion Rights (TCR) invoices.  Roy McCoy noted that the ERCOT audit requires that internal processes are consistent with the Protocols and that this PRR also synchronizes the current Protocols with the nodal Protocols – both of which operate on a three-day timeframe.  PRS also discussed ERCOT’s ability to draw on Market Participants’ collateral in the event of a TCR non-payment and that there is not a structure to allow for the re-auctioning of unpaid TCRs.  Ms. Yager stated that ERCOT can and would draw on collateral in cases of non-payment, but reported that such a situation has occurred only once, and that was in a bankruptcy case.  Steven Moss committed to working with ERCOT Staff to address this issue and issues related to billing disputes.  
Mr. Greer moved to recommend approval of PRR685 as revised the City of Garland comments.  Mr. Sherman seconded the motion.  The motion passed unanimously with all Market Segments present for the vote.
PRR686 – Black Start Testing Requirements
Mr. Greer moved to approve PRR686 as amended by ERCOT comments and defer consideration of NPRR019, Black Start Testing Requirements, until October to ensure TPTF review.  Mr. Sherman seconded the motion.  The motion passed unanimously with all Market Segments present for the vote.
PRR689 – Down Balance Qualification for Renewable Resources

Mr. Bruce explained the purpose of PRR689, explaining that testing should be based on real-world operations and noting that this PRR addresses only the qualification for Balancing Down Energy Service bids by renewable-only QSEs.  Scott Wardle remarked that the objective of this PRR is not clear.  
Mr. Bruce moved to recommend approval of PRR689 as submitted.  Mr. Greer seconded the motion.  The motion passed unanimously with all Market Segments present for the vote.
8.  Consideration of Request for Withdrawal
PRR652 – Customer Information Repository

Mr. Ögelman moved to grant the request to withdraw PRR652.  Mr. Sherman seconded the motion.  The motion passed unanimously with all Market Segments present for the vote.
8.  Project Prioritization
PRR673 – Adjust SCE Performance Charge Scale Factor
Participants discussed whether the project to implement PRR673 should receive a high priority and be implemented in 2006 because it is critical to the Commission.

Mr. Ögelman moved to recommend a 2006 priority of 1.1 and rank of 50.  Mr. Sherman seconded the motion.  The motion passed with one abstention from the IOU Market Segment.  All Market Segments were present for the votes.
PRR675 – Multiple Ramp Rates
ERCOT Staff stated and PRS concurred that ERCOT should focus its resources on the implementation of PRR601, 15-Minute Ramping for BES and Base Power Schedules, rather than attempting to implement both PRRs.
Mr. Bruce moved to assign a 2007 priority of 2 and ranking of 17.5 to the project to implement PRR675.  Adrien Pieniazek seconded the motion.  The motion passed unanimously with all Market Segments present for the vote.
9.  Review of NPRR Language
NPRR017 – Discontinuation of Interest Charge for Defaulting Entities at Time of Uplift
PRS members noted that NPRR017 is the companion PRR to PRR681, except that this NPRR also addresses the Day-Ahead (DA) market.
Mr. Ögelman moved to recommend approval of NPRR017 as revised by ERCOT comments.  Mr. Durrwachter seconded the motion.  The motion passed unanimously with all Market Segments present for the vote.
NPRR018 – Separate LaaR and Generator MCPCs for PRS
PRS agreed that there would be no harm in delaying consideration for one month because this PRR will not be part of the base-line nodal project.
NPRR019 – Black Start Testing Requirements

See discussion regarding PRR686 under Agenda Item No. 8, PRR Voting Items.
NPRR020 – ERCOT Nodal Implementation Surcharge

Tabled pending Commission order in the final Nodal surcharge proceeding.
NPRR021 – Reduce Timeline for Notice and Cure and Create a Working Credit Limit

See the discussion regarding the companion PRR683, Reduce Timeline for Notice and Cure and Create a Working Credit Limit.

Mr. Greer moved to reject NPRR021.  Mr. Bruce seconded the motion.  The motion passed with a vote tally of 5.75 in favor with 0.75 against.  There were two opposing votes from the Coop, and MOU segments and there were four abstentions from the IOU (2), Consumer, and Independent REP (IREP) Market Segments.  All Market Participants were present for the vote. 
NPRR022 – MIS Posting Area for Trades

PRS noted that the TPTF has reviewed and concurred with NPRR022.
Mr. Pieniazek moved to recommend approval of NPRR022 as submitted.  Mr. Ögelman seconded the motion.  The motion passed unanimously with all Market Segments present for the vote.
NPRR023 – Correction to Formatting of Section 8.1.2.2.1

PRS noted that the TPTF reviewed NPRR023 and made one change prior to submission.
Mr. Durrwachter moved to recommend approval of NPRR023 as submitted.  Mr. Sherman seconded the motion.  The motion passed unanimously with all Market Segments present for the vote.
NPRR025 – Definition of Annual Planning Model
PRS noted that NPRR025 was developed by the Consistency Task Force (Consistency TF), together with the TPTF.
Mr. Pieniazek moved to recommend approval of NPRR025 as submitted.  Mr. Durrwachter seconded the motion.  The motion passed unanimously with all Market Segments present for the vote.
NPRR026 – Nodal Implementation Surcharge Verifiable Costs

Tabled – see NPRR020.
NPRR027 – Block Offers in CRR Auction

Beth Garza explained that NPRR027 is based on a recommendation of the Congestion Revenue Rights (CRR) Project Team and is agreed to by TPTF and consists of a value engineering change to reduce cost.  Ms. Garza explained that no other market goes to the degree of flexibility contemplated in the current nodal Protocols.  Mr. Bruce inquired why there were so many abstentions during the TPTF vote.  Ms. Garza reported that there was extensive discussion related to the various blocks and how these blocks may or may not be combined, and how these blocks may be traded.  This NPRR removes and restricts some of that functionality.  
Mr. Ögelman moved to recommend approval of NPRR027 as submitted.  Mr. Bruce seconded the motion.  The motion passed with two abstentions from the Independent Power Marketer (IPM) and the MOU Market Segments.  All Market Segments present for the vote.
NPRR028 – CRR Trading in Blocks Only

NPRR028 relates to granularity of the CRR trading blocks.  It is similar to NPRR027 in that it is the result of value engineering and removes flexibility in terms of bilateral contracting in exchange for cost savings.  Under the provisions of this NPRR, ERCOT will pay only one entity for a single time-of-use block.  
Mr. Pieniazek moved to recommend approval of NPRR028 as submitted.  Mr. Greer seconded the motion.  The motion passed with one abstention from the IG Market Segment.  All Market Segments present for the vote.
NPRR029 – Network Model Testing Clarification
Matt Mereness explained that NPRR029 is the result of the work by Market Participants and ERCOT Staff and has been reviewed by TPTF.
Mr. Greer moved to recommend approval of NPRR029 as submitted.  Mr. Ögelman seconded the motion.  The motion passed unanimously with all Market Segments present for the vote.
NPRR030 – Addition to CRR Account Holder Qualification Criteria
Mr. Pieniazek moved to recommend approval of NPRR030 as submitted.  Mr. Sherman seconded the motion.  The motion passed unanimously with all Market Segments present for the vote.
10.  Other Business

PRR692 – Corrections to Replacement Reserve Service
Cesar Seymour moved to waive notice.  Jennifer Garcia seconded the motion.  Mr. Ögelman stated that the Office of Public Utility Counsel opposes waiving notice.  Kristi Ashley questioned why this PRR was submitted at such a late date, rather then during the period when the group fully reviewed all the proposals related to Replacement Reserve Service (RPRS).  Ms. Ashley opined that the timing is disingenuous.  Vanus Priestley claimed that PRS has an obligation to consider this PRR per Board directive.  Participants disputed that the Board gave such an explicit directive, particularly since PRR692 was not posted at the time of the Board discussion.  Parties noted and the Sponsor agreed that this PRR is incomplete.  Mr. Priestley committed to submitting comments to finalize this PRR and invited Market Participants to provide input.  The motion was withdrawn.
Future PRS Meetings
· October 19, 2006
· November 16, 2006
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