ERCOT PROTOCOL REVISION SUBCOMMITTEE MEETING

10/16/06 Draft Minutes


Attendance:

	PRS Members
	Name
	Representing

	David 
	Detelich
	CPS Energy

	Fred 
	Sherman
	GP&L

	Steve
	Madden (V-Chair)
	StarTex

	Darrin
	Pfannenstiel
	Stream Energy

	Clayton
	Greer
	Constellation Energy Commodities

	Kevin 
	Gresham (Chair)
	Reliant Energy

	Sandy
	Morris
	LCRA

	Scott
	Wardle
	Oxy

	Kenan 
	Ögelman
	OPC

	Mark
	Bruce
	FPL

	
	
	

	Participants
	 
	 

	John
	Adams (phone)
	ERCOT

	JSH
	Adams (phone)
	ERCOT

	Ryan
	Aldridge
	AEP

	Troy
	Anderson
	ERCOT 

	Kristy
	Ashley
	Exelon

	Bill
	Barnes
	ERCOT

	Brad
	Belk
	LCRA

	Ann
	Boren
	ERCOT

	Michelle
	Cutrer
	Green Mountain Energy

	Henry
	Durrwachter
	TXU

	Andrew
	Gallo
	ERCOT

	Eric
	Goff
	Constellation NewEnergy

	Ino 
	Gonzalez
	ERCOT

	Kristi
	Hobbs
	ERCOT

	Hal 
	Hughes
	DME

	Tom 
	Jackson
	Austin Energy

	Randy
	Jones
	Calpine

	Don
	Jones
	TIEC

	Young
	Li (phone)
	ERCOT

	Nieves
	López
	ERCOT

	Elizabeth
	Mansour
	ERCOT

	Neil
	McAndrews
	Neil McAndrews Ass.

	Matt
	Mereness
	ERCOT

	Sonja
	Mingo
	ERCOT

	Pat
	Moast
	ERCOT

	Manny 
	Muñoz
	CenterPoint Energy

	Vanus
	Priestley
	Constellation NewEnergy

	Kathy
	Scott
	CenterPoint Energy

	Scott
	Wardle
	Oxy

	Ron
	Wheeler
	Dynegy

	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 the September 21, 2006 Minutes
Clayton Greer moved to approve the draft meeting minutes as submitted from the September 21, 2006, meeting.  Fred Sherman seconded the motion.  PRS unanimously approved the draft minutes with all Market Segments present for the vote.
3.  Urgency Votes

Mr. Gresham reported that PRR692, Correction to Replacement Reserve Service, was submitted with a request for Urgent status on September 19, 2006, but at the request of the PRR sponsor, Constellation New Energy (CNE), no e-mail vote regarding this request was conducted.  Therefore, the PRS members should consider the request for Urgent status at this meeting.
No PRS member offered a motion to approve the request for Urgent status; therefore, PRR692 will proceed on a normal timeline.  
4.  TAC and Board Reports

Mr. Gresham reported that the TAC forwarded the following PRRs to Board for approval: PRR673, Adjust SCE Performance Charge Scale Factor; PRR675, Multiple Ramp Rates; and PRR685, TCR and PCRs Payment Due Date.  The TAC remanded PRR682, Emergency Electric Curtailment Plan (EECP) Event Realignment, to the Reliability Operations Subcommittee (ROS).  This PRR had been remanded by the ERCOT Board to TAC at the request of ERCOT Staff.  TAC also forwarded the following NPRRs to the Board for approval: NPRR017, Discontinuation of Interest Charge for Defaulting Entities at Time of Uplift; NPRR022, MIS Posting Area for Trades; NPRR23, Correction to Formatting of Section 8.1.2.2.1; NPRR025, Definition of Annual Planning Model; NPRR027, Block Offers in CRR Auction; NPRR028, CRR Trading in Blocks Only; NPRR029, Network Model Testing Clarification; NPRR030, Addition to CRR Account Holder Qualification.
Mr. Gresham further reported that the Board approved PRR653, OOME Ramp Rate Adherence; PRR671, Remove Sunset Date on Floor for Responsive Reserve Service Bids, and PRR685.  The Board also approved NPRR017, NPRR022, NPRR023, NPRR025, NPRR027, NPRR028, NPRR029, and NPRR030.
Mr. Gresham also reported that ERCOT Staff would give a Replacement Reserve Service (RPRS) update at the November Board meeting.
5.  Project Update and Summary of PPL Activity to Date

Troy Anderson provided PRS with the following budget and Project Priority List (PPL) update:
· Funding of zonal portion of nodal projects
-- 
During 2007, several projects were added to the nodal program due to efficiencies and critical path dependencies.

-- The Nodal Implementation Surcharge created a scenario where different stakeholder groups were funding nodal and zonal projects.

-- 
This funding separation resulted in $37 million being identified as the zonal portion of five nodal projects: Network Model Management System (NMMS), State Estimator, Energy Management System (EMS) upgrade, and Unix End-of-Life Taylor Control Center Virtualization.

· 2007 zonal budget reduction from $36 million to $30 million to avoid raising the 2007 ERCOT administrative fee.

· Nodal budget high-level overview:

	Description
	Budget

	Basis for nodal interim surcharge, budget created December 2005
--Submitted to the Commission in April 2006
	$125.7 million

	+

	Underestimated costs:
-- Market trials and training

-- Architecture, RUP, Program Management Office, and integration

-- Product costs

-- Miscellaneous (e.g. audits, testing)

-- Internal labor
	$100.3 million

	=

	Normalized Nodal budget
	$226 million

	+

	Zonal pre-requisite spending
-- Infrastructure - $17 million

-- Energy Management System (EMS) - $8 million

-- NMMS, network model and telemetry - $12 million
	$  37 million

	=

	Total cost of implementation of Nodal market
	$263 million


· Several funding options are being considered (See agenda item #7 on the October 17, 2006, Board meeting agenda).

· Proposed strategy to fund the $37 million identified as the zonal portion of five nodal projects:
	2006

	-- IT Operations (IO) Continuous Analysis Review Team (CART) reprioritization
	=   $1.0 million

	-- Additional Board-approved funds
	=   $9.3 million

	2007

	-- IO Cart reprioritization
	=   $7.5 million

	-- Additional debt
	= $14.0 million

	2008

	-- Funded by 2008 Zonal PRR
	=   $5.2 million

	TOTAL
	= $37.0 million


Mr. Anderson also provided details regarding the impact of including the zonal portion of the nodal projects while maintaining the same fee schedule on the individual program area Continuous Analysis Review Team (CART) budgets.  Mr. Anderson explained that the Information Technology Operations (IO) CART Project Priority List (PPL) was restructured for 2006 and 2007, allowing for the funding of existing projects, by temporarily changing the debt-equity ratio during 2007.  Currently the debt-equity ration for ERCOT is 60-40.  During 2007, the debt-equity ratio will be raised to 73-27.  The debt incurred in 2007 will be recovered during 2008 by reducing the project budget for 2008.  Over a three year period, the debt-equity ratio should average to 40-60.  The complete presentation may be accessed at:

http://www.ercot.com/calendar/2006/10/20061019-PRS.html.
Participants discussed the manner in which ERCOT develops its fee-based revenue projections and how ERCOT factors in load growth.  Participants noted that the load growth varies by year and that one particular year’s load growth projection of 3.8% is large and may present a problem.  ERCOT Staff is committed to explaining this projection to the Board.  

ERCOT reported being confident that it can complete all the projects listed on the PPL without an adverse impact on the Nodal implementation timeline.  
Mr. Anderson further reported that the October PPL was posted last week and is available on the ERCOT.com website.  Mr. Anderson also committed to e-mailing his presentation to the PRS list-serve.
6.  PRR/SCR System Change Moratorium and Allocation of ERCOT Resources (Zonal vs. Nodal
Mr. Gresham stated that imposing a moratorium on any new PRRs would be problematic.  For example, ERCOT may be obligated to develop a PRR to implement a Commission order or circumstances could require a PRR to avoid harm to the market.  Mr. Gresham suggested that the group revisit the “PRS Decision Process For System Changes
During Transition To Nodal Market Design” (Decision Tree) that PRS developed during the spring.  Participants discussed whether PRRs related to the retail market or PRRs that do not require a project should also be subject to the Decision Tree.  Kenan Ögelman opined that human resource availability should be the primary driver as to whether a PRR should proceed and questioned whether the Impact Analysis (IA) contains sufficient information to make such a determination.  Scott Wardle added that the stakeholder process should define early on whether a PRR is required by a Commission, Board, or TAC action.  From there, the process should evaluate the impact of the PRR on human resources.  Hal Hughes stated that the market participants should use more self-discipline and not shelve the Decision Tree process, as was done before.  Mr. Hughes further suggested that there should be regular review of the implementation status of projects, and projects that do not appear to move forward should be eliminated.  Mr. Ögelman reported that the Transition Plan Task Force (TPTF) desires more certainty that no more PRRs that affect the nodal market Protocols will be approved after a certain date.  The current Decision Tree does not address that issue.  Manny Muñoz added that the Decision Tree should also reflect budget and human resource considerations; and PRS should consider transitioning the current NPRR approval process to a process that is more consistent with the current PRR process.  
ERCOT Staff explained that PRRs often require substantial Staff resources before ERCOT develops formal comments, an IA, and a Cost Benefit Analysis (CBA), or even before a PRR is officially posted.  These resources include analysis of data, technical support at meetings, and other forms of technical assistance.  ERCOT Staff also explained that Urgent PRRs place additional pressure on resources because the restricted timeline requires that IAs be developed before the merits of a PRR are analyzed at PRS.  ERCOT Staff also suggested that PRS scrutinize PRRs in relation to previously approved PRRs to determine whether the PRR under consideration offers sufficient incremental benefits to justify the cost and resources required to implement it.  ERCOT Staff referred back to the discussion regarding PRR675, Multiple Ramp Rates, and PRR601, 15-Minute Ramping for BES and Base Power Schedules, on 9/21/06, as a case in point.  ERCOT Staff also responded to a suggestion that some PRRs can be implemented through a manual work-around, stating that current staffing availability will not accommodate additional manual work-arounds.  In fact, ERCOT Staff announced that it will post a PRR to eliminate some of these processes because the costs of the manual work-arounds outweigh the market benefit.  ERCOT Staff requested that market participants develop a means to allow ERCOT to avoid expending valuable human resources on PRRs that will ultimately be rejected or will receive a low priority and ranking on the PPL.  Brad Belk suggested that PRS should reject PRRs without prejudice to avoid expending resources on the IA and CBA, as well as avoiding making a judgment regarding the merits of the proposal. 
Ultimately, the meeting participants agreed that a full moratorium on all PRRs is not advisable; that the market participants should be more disciplined; that the Decision Tree is a good tool to impose such discipline; and that impacts should be closely scrutinized.  ERCOT is requested to provide a Preliminary IA for a PRR early in the process.  
Matt Mereness will review the PPL to evaluate whether certain projects should be recommended for elimination based on resource availability and time.  The Market Participants are also requested to submit comments on the Decision Tree.  The Decision Tree will again be reviewed at the November PRS meeting.
Review of Recommendation Reports, Impact Analyses (IA), and Cost Benefit Analysis (CBA)

PRR677 – Substitute Source for Fuel Price (FIP); PRR681 – Discontinuation of Interest Charge for defaulting Entities at Time of Uplift; PRR684 – Mass Transition Process Necessary for PUCT Rule 31416; PRR689 – Down Balance Qualification for renewable Resources.
Mr. Greer made a motion to endorse the Impact Analyses, approve the CBA, and forward the PRR related documents for PRR677, PRR681, PRR684, and PRR689 to TAC.  Steve Madden seconded the motion.   The motion passed unanimously with all Market Segments present for the vote.
PRR647 –Gross and Net Mw/Mvar Data Reporting

Mr. Hughes opined that PRS should not forward PRR647 because the CBA indicates that this PRR offers negative benefits.  In addition, the CBA reflects that this PRR has no cost impact on Market Participants.  Manny Muñoz explained that this PRR addresses a reliability issue in that it is designed to avoid load shedding events.  David Detelich opined that data to reduce RPRS should be quantifiable and that these benefits should be reflected on the CBA.  Mr. Hughes suggested that the table with quantitative data should be supplemented with a narrative explaining the qualitative benefits.
ERCOT Staff explained how the costing information on the CBA was developed, noting that the real cost for ERCOT to implement this PRR is less than $50,000.  Randy Jones reported that some Market Participants originally had maintained that this PRR would have a cost impact on the market, but that these issues had been largely resolved.  According to Mr. Jones, the costs reflected on the CBA are too liberal.  Mr. Jones agreed with Mr. Muñoz that the CBA should be revised to lower the cost and raise the benefits.
PRS agreed to defer consideration of this PRR until the November PRS meeting.
PRR679 – Revision to NLRI Formula and Other Credit Requirements
Participants took notice of the comments submitted by NRG Texas, but no representative from NRG Texas was present to address these comments.  ERCOT Staff also expressed the need to evaluate the comments and the impact of the proposal on automation.  ERCOT Staff also explained the difference between an Entity being in breach and being in default.
PRS agreed to defer consideration of this PRR until the November PRS meeting.
PRR686 – Black Start Testing requirements
Mr. Greer made a motion to table PRR686.  Mr. Ögelman seconded the motion.  The motion passed unanimously with all Market Segments present for the vote.
7.  PRR Voting Items

PRR680 – Procurement of Capacity for Load Forecast Uncertainty

Participants agreed that this PRR is no longer necessary.
Mr. Clayton made a motion to reject PRR680.  Mr. Madden seconded the motion.  The motion passed unanimously with all Market Segments present for the vote.
PRR691 – Nodal Implementation Surcharge Verifiable Costs
Participants took notice of the comments posted by ERCOT Staff.   ERCOT Staff committed to presenting these comments at the Wholesale Market Subcommittee (WMS).  Mr. Ögelman announced that he desired a more detailed review of the non-fuel startup costs under item (5)(b)(ii)(A) of Section 6.8.2.2, Capacity and Minimum Energy Payments.
PRS agreed to defer consideration of this PRR until the November PRS meeting.
PRR692 – Corrections to Replacement Reserve Service
Eric Goff explained that CNE’s proposed changes presented in the comments are designed to minimize system impacts.  Participants inquired about the reasoning for requiring a heat rate of ten.  CNE explained that this is to ensure that more marginal units bid into RPRS.  Participants and ERCOT Staff noted (and CNE conceded) that it would be difficult to monitor whether bids are correct, especially in a portfolio-based market.  The Municipally Owned Utility (MOU) Market Segment supported the concept of procuring capacity appropriately, but Fred Sherman stated that Garland Power & Light could not support this PRR in its treatment of bidding practices.

Kristi Ashley questioned why the concept detailed in PRR692 was not brought forth during the special PRS RPRS taskforce meetings, noting that the taskforce work resulted in the compromise embodied in PRR676, RPRS Solution with Nodal RUC-Type Procurement and Cost Allocation.  Vanus Priestley claimed that this concept was discussed in connection with PRR680, Procurement of Capacity for Load Forecast Uncertainty, and that there had been a commitment to post comments to PRR680 to that effect.  Many participants, including the chairman of the special PRS RPRS taskforce, disputed this claim and stated that this concept should have been discussed and analyzed at the meetings.  In addition, PRR680 would not have been the proper approach because it does not address settlement issues.  Participants further noted that many concepts were discussed and rejected, and that any side-bar discussions are ultimately immaterial within the context of a final compromise and that the PRRs which Market Participants ultimately approved represented the compromise/consensus approach to revising RPRS.  Mr. Priestley announced that CNE intends to appeal the ERCOT Board decision regarding PRR676 to the Commission.

ERCOT reported that it had not had the opportunity to fully review the comments offered by CNE, however, based on a very preliminary review, it appeared that this PRR can be implemented.  This PRR would, however, require capturing the High Sustainable Limits (HSLs), which may require a change in the interface between Package I and Package II.  Implementation of this PRR would also nullify all the time, effort, and resources expended to implement PRR676 and PRR687, Replacement Reserve Under-Scheduled Capacity Delineation.
Ms. Ashley moved to reject PRR692.  Mr. Madden seconded the motion.   The motion passed with two opposing votes from the Municipally Owned Utility (MOU) and the Independent Generator (IG) Market Segments and two abstentions from Independent Power Marketer (IPM) and Consumer Market Segments.  All Market Segments were present for the vote.
PRR693 – Update Transactions for Texas SET 3.0 Implementation and Timing for Processing Priority/Standard Move-In Transactions
Kathy Scott explained the purpose of PRR693.  
Mr. Muñoz moved to recommend approval of PRR693 as revised by the Retail Market Subcommittee with ERCOT s comments.  Tom Jackson seconded the motion.  The motion was unanimously approved with all Market Segments present for the vote.

7.  Request(s) for Withdrawal
PRR553 – Scheduling trading Hubs
Participants noted that WMS had discussed recommending approval of the Request for Withdrawal of PRR553.  WMS did not, however, conduct a formal vote for lack of a quorum.

Mr. Greer moved to recommend approval of the Request for Withdrawal of PRR553.  Mark Bruce seconded the motion.  The motion passed unanimously with all Market Segments present for the vote.
7.  Project Prioritization
None
8.  Review of NPRR Language
NPRR024 – Synchronization of PRRs 627 and PRR640
ERCOT Staff explained the comments by ERCOT Staff and the TPTF.  Mr. Ögelman asked why paragraph (2) of Section 3.14.1.13, Incentive Factor, was revised.  ERCOT Staff explained that this revision was precipitated by the synchronization of PRR640, Payments for RMR Service and Agreement for Synchronous Service, and was recommended for approval by the TPTF.  
Mr. Greer moved to recommend approval of NPRR024 as revised by ERCOT Staff comments.  Mr. Bruce seconded the motion.  The motion passed with two abstentions from the IPM and MOU Market Segments.  All Market Segments were present for the vote.  
10.  Other Business

None
Future PRS Meetings
· November 16, 2006
· December 14, 2006
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