ERCOT PROTOCOL REVISION SUBCOMMITTEE MEETING

1/22/07 Approved Minutes


Attendance:

	PRS Members
	Name
	Representing

	David 
	Detelich
	CPS Energy

	Henry
	Durrwachter
	TXU

	Clayton
	Greer (by phone)
	Constellation

	Kevin 
	Gresham (Chair)
	Reliant Energy

	Billy
	Helpert
	BEPC

	Randy
	Jones
	Calpine

	Steve
	Madden (V-Chair)
	StarTex

	Sandy
	Morris
	LCRA

	Kenan 
	Ögelman
	OPC

	Darrin
	Pfannenstiel
	Stream Energy

	Cesar
	Seymour
	Suez

	Fred 
	Sherman
	GP&L

	Scott
	Wardle
	Oxy

	
	
	

	Participants
	 
	 

	Troy
	Anderson
	ERCOT 

	Kristy
	Ashley
	Exelon

	Less
	Barrow
	CPS Energy

	Brad
	Belk
	LCRA

	Ann
	Boren
	ERCOT

	Adrianne
	Brandt
	PUC

	Jeff
	Brown
	Coral Energy

	Wendy
	Brown
	APX, Inc.

	Mark
	Bruce
	FPL Energy

	Shawnee
	Claiborn-Pinto
	PUCT

	Michelle
	Cutrer
	Green Mountain Energy

	Eric
	Goff
	Constellation NewEnergy

	Ino 
	Gonzalez
	ERCOT

	Katherine
	Graham
	APX, Inc.

	Shari
	Heino
	ERCOT

	Bob 
	Helton
	ANP

	Mark
	Henry
	ERCOT

	Kristi
	Hobbs
	ERCOT

	Hal 
	Hughes
	DME

	Tom 
	Jackson
	Austin Energy

	Dan 
	Jones
	CPS

	Don
	Jones
	TIEC

	Eddie
	Kolodziej
	Customized Energy Solutions

	Steve
	Krein
	ERCOT

	Nieves
	López
	ERCOT

	Ralph
	Lozano
	PSEG

	Elizabeth
	Mansour
	ERCOT

	Gary
	Miller
	BTU

	Pat
	Moast
	ERCOT

	Manny 
	Muñoz
	CenterPoint Energy

	Nelson
	Nease
	Nucor Steel

	Adrian
	Pieniazek
	Texas Genco

	Carl
	Raish
	ERCOT

	Kent
	Saathof
	ERCOT

	Walter
	Shumate
	Shumate & Associates

	Mark
	Smith
	Chaparral Steel

	Randa 
	Stephenson
	PSEG

	Farzaneh
	Tafreshi
	ERCOT

	Scott
	Wardle
	Oxy

	Paul
	Wattles
	ERCOT

	Jeff
	Whitmer
	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.  Election of 2007 Chair and Vice-Chair

Randy Jones moved to nominate Kevin Gresham as Chair and Steven Madden as Vice-Chair of PRS for 2007.  Cesar Seymour seconded the motion.  PRS unanimously voted to approve the nominations.  All Market Segments were present for the vote.
3.  Approval of December 13, 2006, Minutes
Henry Durrwachter moved to approve the draft meeting minutes from the December 13, 2006, meeting.  Fred Sherman seconded the motion.  PRS unanimously approved the draft minutes as posted.  All Market Segments were present for the vote.
4.  Urgency Votes

Mr. Gresham reported that the motions for the requests for Urgent status for the following PRRs had failed by e-mail vote:
· PRR702, Emergency Interruptible Load Service [Occidental Chemical Corp. et al];
· PRR703, Emergency Interruptible Load Service (EILS) [EILP TF];
· PRR704, Emergency Interruptible Load Service (EILS) [Chaparral Steel and Nucor Steel]; and
· PRR70, Emergency Interruptible Load Service (EILS)-Interim Option [ERCOT Staff].
Scott Wardle moved to reconsider granting the requests for Urgent status for PRR702, PRR703, PRR704, and PRR705.  Mr. Durrwachter seconded the motion.  The motion passed with one nay from the Municipally Owned Utility (MOU) and one abstention from the Independent Retail Electric Provider (IREP) Market Segments.  All Market Segments were present for the vote.

5.  TAC and Board Reports

Mr. Gresham reported that the TAC passed the following revision requests on for ERCOT Board (Board) approval:
· NPRR034, Conforming Section 10 to Nodal Format;

· NPRR038, Synchronization of PRR624; 

· PRR672, Phase III – Retail Market Timing Necessary for PUCT Project 29637 (Affirmation of change in project ranking);

· PRR691, Nodal Implementation Surcharge Verifiable Cost;

· PRR694, Modification of Certain Board Approvals; and

· PRR695, Unaccounted for Energy (UFE) Analysis.

Mr. Gresham reported that TAC tabled NPRR024, Synchronization of PRR627 and 640, and that the TAC vote to recommend approval of NPRR018, Separate LaaR and Generator MCPCs for RRS, failed.
TAC Action Items for PRS:

Research and develop alternative funding mechanisms for the ERO/TRE fee to relieve the burden on Load which comply with federal and state regulations.  This action item is related to PRR700, Creation of Interim Measure for Collecting the ERO/TRE Fee.  The TAC is inquiring whether there are alternatives to having the fee being collected from the end-use customer.  Kenan Ögelman suggested, and PRS agreed, that further discussion be postponed until the February, 2007, PRS meeting to allow parties sufficient time to present alternative proposals.
Develop process for post-nodal implementation of NPRRs.  This action item deals with the issue of NPRRs that require system changes that will be implemented after the go-live date of the Nodal market.  Mr. Gresham commented that PRS needs to develop a process in coordination with the Program Management Office (PMO).  Mr. Gresham committed to bringing an outline of a proposed process for consideration at the February, 2007, PRS meeting, in time for the March, 2007, TAC meeting.
Mr. Gresham reported that the January 13, 2007, Board meeting fell on an ice day and that call-in lines were limited.  Mr. Gresham, therefore, limited the report to the Board action on the revision requests and reported that the Board approved the following revision requests:

· NPRR034, Conforming Section 10 to Nodal Format;
· NPRR038, Synchronization of PRR624; 

· PRR647, Gross and Net MW/Mvar Data Reporting;

· PRR672, Phase III – Retail Market Timing Necessary for PUCT Project 29637 (Affirmation of change in project ranking);

· PRR679, Revision to NLRI Formula and Other Credit Requirements;

· PRR686, Black Start Testing Requirements;

· PRR693, Update Transactions for Texas SET 3.0 Implementation and Timing for Processing Priority/Standard Move-In Transaction 

6.  Project Update and Summary of PPL Activity to Date

Troy Anderson updated PRS on the implementation of the following wholesale, go-live projects:
· PRR283, ERCOT Read Meter Data, allowing for the extraction of RID level EPS meter data and SCADA data via the ERCOT Portal (TML).

· SCR747, Removal of the price administration for Zonal congestion.

· PR-60068, Modification of Distribution Loss Calculation.  This projects implements PRR565, Calculation of Losses for Settlement (this requires ERCOT to use actual load for calculating the Settlement Interval Distribution Loss Factor (SILF)); and PRR668, and Distribution Loss Factor Calculations (uses a new Transmission and Distribution Service Provider supplied coefficient in the SILF calculation).  
Mr. Anderson further reported that ERCOT Staff is currently synchronizing all Nodal projects to the November, 2006 Nodal Protocols.  Most Nodal related projects are caught up through November.  The Energy Management System (EMS)/Market Management System (MMS) team, however, has recently started a process to review all NPRRs sequentially to reassess the cross-impacts.  This team plans to be caught up in February, 2007.  Mr. Anderson promised that project impacts will be communicated as the process continues and that changes to previously reported estimates will be subject to stakeholder approval.  In reference to the project estimate performance, Mr. Anderson reported that 55 projects and eight market projects were completed in 2006.  Mr. Anderson announced that Manny Muñoz and Hal Hughes had volunteered to participate in the Cost Benefit Analysis (CBA) Review Board (CRB), and invited others to join.  ERCOT participants will be Mr. Anderson, Pat Moast and Elizabeth Mansour, and one representative from each Continuous Analysis and Review Team (CART).  Mr. Anderson explained that the CRB will meet monthly via teleconference; the January meeting will be during the week of the 22nd and the meeting after that will be on February 15, 2007.
7.  Review of Recommendation Reports, Impact Analyses, and Cost Benefit Analyses

PRR697 – Posting Requirement Changes
Tabled.
8.  Review of PRR Language
PRR701 – Enabling of Stranded Capacity During Alerts
Ralph Lozano explained the purpose and content of PRR701.  Mr. Wardle commented that Occidental Chemical will not support this PRR, stating that PRR601, 15 Minute Ramping for BES and Base Power Schedule, and PRR675, Multiple Ramp Rates, should solve this problem.  Mr. Lozano disagreed, stating that there is still the issue of stranded capacity.  Mr. Wardle responded this is a technical issue rather then a market issue and the inability to bring the banks of duct burners on-line within a certain timeframe should be addressed by the plant.  Mr. Wardle objected to changing the rules to address a technical problem for one Market Participant.  TXU stated that it does not see a lot of value in this PRR, that the proposal may lead to price chasing, and may have performance implications.  ERCOT Staff agreed with TXU that there is little value to this PRR.  Kristi Ashley supported Mr. Lozano, stating that the current Protocols prevent Generators from making stranded capacity available.  Mr. Muñoz inquired whether the market knows the amount of stranded capacity that would be made available with this PRR.  Mr. Lozano contended that it may be as much as 1,000 MW.  Mr. Muñoz inquired whether ERCOT currently issues Verbal Dispatch Instructions (VDIs) during alerts.  Kent Saathoff explained that ERCOT issues a dispatch instruction prior and during an Emergency Electric Curtailment Plan (EECP) event and that Generators are supposed to inform ERCOT of any available capacity.  Mr. Muñoz questioned whether Generators made this stranded capacity available during April 17, 2006, event and suggested that ERCOT should investigate whether Generators did indeed make this capacity available.  Mr. Lozano claimed that Operators are inconsistent in their communication to Generators in terms of making capacity available that can no longer be used as an Ancillary Service.  Mr. Muñoz agreed that there should be clarity in terms of dispensation of performance requirements.  ERCOT Staff reiterated that this PRR will not help bring more capacity to the market.  This PRR may, however, create an issue with Market Participants not adhering to their ramp rate.  Mr. Saathoff also ascertained that this PRR does not allow Market Participants to unilaterally change their schedule.  Kenan Ögelman also expressed doubt as to whether this PRR would actually work and whether the application would be limited to an EECP event since it may have an impact across the market.  Mr. Lozano responded that its application would be limited to occasions when ERCOT issues an alert.  Mr. Madden inquired as to how ERCOT handles compliance of Schedule Control Error (SCE) during an EECP event.  Shari Heino explained that Section 6.10.6, Ancillary Service Deployment Performance Conditions, provides for specific exceptions to SCE compliance.  Mr. Lozano countered that this places the burden of proof on the Generator and that he desired an exception at the front end.  Ms. Heino commented that it appeared that this PRR may actually be addressing something other than EECP, i.e. Mr. Lozano appeared to be concerned about consistency among ERCOT operators in issuing deployment instructions.  Ms. Heino suggested that the exception listed in Section 6.10.6 would address Mr. Lozano’s concerns and offered to draft language more specific to EECP events.  Mark Bruce noted that Section 6.10.6 does not specifically address EECP and noted that the PRR language needs to be crisped up as well.  Ms. Heino stated that creating an exception up front would require that ERCOT change its processes and would likely have a system impact.  
Cesar Seymour moved to recommend approval of PRR701 as revised by comments by TexGen and as revised by PRS.  Ralph Lozano seconded the motion.  Mr. Ögelman offered a friendly amendment that PRR701 should remain with PRS until the Impact Analysis (IA) and CBA are finalized.  The friendly amendment was accepted.  The motion passed with 5.00 of the Market Segments voting in favor and 2.00 of the Market Segments voting against the motion.  There were six nays from the Investor Owned Utility (1), Consumers (3), and Independent Retail Electric Providers (IREP) (2) Market Segments and zero abstentions.  All Market Segments were present for the vote.
Emergency Interruptible Load Service (EILS): PRR702 – Emergency Interruptible Load Service [Occidental Chemical Corp. et al]; PRR703 – Emergency Interruptible Load Service (EILS) [EILP TF]; PRR704 – Emergency Interruptible Load Service (EILS) [Chaparral Steel and Nucor Steel]; PRR705 – Emergency Interruptible Load Service (EILS)-Interim Option [ERCOT Staff]
Mr. Belk presented the history of the Emergency Interruptible Load Service (EILS), including the connection to the Public Utility Commission’s (Commission’s) Generation Adequacy rulemaking and the Commission decision to implement an energy-only market.  Mr. Belk noted that WMS was not asked to evaluate the need for an EILS; rather, it was directed to write a PRR implementing an EILS.  Mr. Belk recounted that in December, 2006, WMS voted to only consider EILS proposals that are based on an energy-only approach, without making a determination regarding the merits of the individual proposals.  In January, 2007, WMS discussed the merits of an EILS in general terms.  Mr. Belk reported that WMS focused its discussion on the value (estimated at $800,000 to $2 million) and cost (estimate is $42 million per year) of such a program. .  Mr. Belk emphasized that some of the assumptions for this cost estimate, such as the number of hours of deployment, may not be reasonable.  According to Mr. Belk, the cost should be lower, but the lower cost may, however, not be sufficient to attract participation.  Mr. Belk also noted the WMS discussion regarding the April 17, 2006, event.  Mr. Belk opined that the subsequent removal of the $200/MW cap changes the context of this event.  Mr. Belk also reported that the WMS had challenged ERCOT Staff’s comparison of the need for an EILS to Black Start Service, noting that Black Start Service is an absolute necessity to maintain reliability, whereas EILS (by ERCOT staff’s own admission) is a preference over firm load shedding.  Therefore, Mr. Belk, suggested that cost comparisons with Black Start Service are inappropriate.  Mr. Belk reported that WMS voted on a motion stating “at this point in time, WMS is confident an EILS is a necessary component of ERCOT’s EECP toolbox to avoid firm Load shed.”  This motion failed with no affirmative votes and two abstentions from the Consumer Market Segment.  Mark Smith emphasized that his company abstained not because it does not support an EILS, but rather because his company disagreed with the wording of the motion.

Mr. Bruce also briefed the PRS on the discussion by ROS and noted that ROS, because ERCOT had not posted its PRR until the day prior to ROS, tabled any discussion, but did request that PRS allow ROS sufficient time to review the EILS proposals.  
Mr. R. Jones commented that PRS should discuss the need for such a service.  Mr. R. Jones also raised objection to the implication that ERCOT mandated the development of the EILS because ERCOT is not in the position to mandate anything.  If anything, the Commission only mandated that ERCOT develop some type of demand response program.  Mr. R. Jones reminded Mr. Saathoff that he had stated that EILS is not absolutely necessary for system reliability and reiterated objection to a comparison to Black Start Service.  Mr. Saathoff responded that although an EILS is not necessary to maintain system reliability, it would be preferable to firm Load shedding and would have the potential of reducing the amount and/or the duration of firm Load shedding.  Bob Helton opined that the proposal is too costly to justify a one-in-ten year event.  Mr. Helton noted that the criticism following the April 17, 2006, event was not focused on the manner in which ERCOT implemented Step 4 of the EECP, but rather the manner in which the event was communicated.  According to Mr. Helton, public officials did not object to the rolling blackout, but the fact that there was no prior warning of the firm Load shed to allow officials to make preparations.  Mr. Helton also objected to the underlying premise that the April 17th event was caused by a capacity shortfall.  According to Mr. Helton, the event was caused by an energy shortfall and an EILS should not address an energy problem with a capacity-based solution.  In addition, Mr. Helton opined, proposing a capacity-based solution demonstrates a lack of faith in an energy-only market.
Paul Wattles disagreed with the low value placed on the Value of Lost Load (VOLL), noting that these numbers do not take into consideration the societal cost of power interruption.  Mr. Wattles, however, contended that the value of societal cost cannot be quantified.  Dan Jones commented that one may not want to add the total societal value to the cost because this may become an unreasonable number.  Mr. D. Jones contended that one can calculate the VOLL based on reasonable assumptions.  According to Mr. D. Jones, assuming two hours a year, the VOLL would be about $9 million.  Mr. R. Jones commented that the chance of an event is only one in 15 years and probability of deployment is even less because an operator may reasonably decide to proceed straight from EECP Step 1 to Step 4, and thus by-pass an EILS deployment.  Mr. R. Jones opined that this low level of probability does not justify that type of insurance.  Moreover, R. Jones noted that in the past, some Loads acting as Resources (LaaRs) did not respond until 19 minutes after the instruction – this delay represents a serious risk to system reliability.  Ms. Ashley questioned how the Legislature will respond if after 15 years of operating the EILS and spending ¾ and ½ billion dollars, ERCOT still had to shed firm Load.  Mr. Smith stated that some of the party comments appeared to be sour grapes by those who wanted an Installed Capacity (ICAP), but were given an energy-only market.  Mr. Helton disputed this contention, stating that his company also operates in Australia.  Mr. Helton stated that his comments were to preserve the market and that mixing capacity products into an energy-only market will have unintended consequences.  Mr. Ögelman agreed with Mr. Helton, stating that a lot of the concerns expressed by the Generators are legitimate.  But Mr. Ögelman also stated the market should provide ERCOT with what it needs, but must have more data to achieve this end at the lowest cost.  Mr. Wattles stated that some type of capacity/reservation payment is needed to attract participation and ERCOT’s decision to design the program to include capacity payments, therefore, does not indicate lack of faith in an energy-only market.  Mr. D. Jones commented that phasing in of higher caps implies that an energy-only market may not work for demand response.  Mr. D. Jones countered that other Ancillary Services products offer a capacity payment and that the EILS is designed for instances where the market fails.

Randa Stephenson commented that stakeholders have repeatedly asked for data and more analysis, but that ERCOT Staff has not provided any to date.  Mr. Belk agreed, noting that ERCOT Staff has been weak in stating what the upper-limit of the cost would be.  Mr. Belk acknowledged that it is difficult to base such an estimate on past programs because there are no regulated rates and, therefore, no cost to avoid.  Mr. Ögelman commented that ERCOT Staff has not engaged in a discussion on value and cost and questioned how ERCOT came to the conclusion that a capacity payment is needed.  Mr. Ögelman agreed that this does imply a lack of faith in an energy-only market.  Mr. Wattles responded that the need for a capacity or reservation payment is based on conversations with potential providers.  Mr. Wattles stated that the market is not mature enough to support an energy-only product and noted that current price signals during periods of scarcity, including EECP events, do not appear to support participation.  Mr. Ögelman responded that, in that case, there should be a proposal to address issue of price signals.  Mr. Ögelman and Mr. Helton stated that there is not enough information for PRS to make a decision.  Mr. Sherman concluded that he cannot justify or support any EILS at this point.
Mr. Belk commented that the questions related to the amount of reduction of probability of firm Load shedding and the cost for such a program must be answered.  Mr. Belk also suggested that ERCOT and the Market Participants evaluate the impacts of the changes in the market since April 17th event.  Clayton Greer suggested the following formula for evaluating the cost benefit if an EILS:

(cost of VOLL per MW) x (number of hours of event) x (probability of occurrence)
Mr. Wattles offered ERCOT’s soft recommendation for a cost cap of $20 million per year for the program proposed in PRR705 based on an analysis of existing programs.  Mr. Wattles noted that no program is a perfect match, but ERCOT Staff based its recommendation on two examples that appeared closest to the EILS proposed in PRR705 in terms of approximate value based on risk of deployment.  (The two programs are the Load Management Standard Offer Program, and the value to IDR-metered loads of shedding during 4CP intervals.) Mr. Wattles emphasized that the $20 million would be the cap and ERCOT would find a way to remain below the cap.  Mr. Gresham commented that it would have been helpful if this information had been made available ahead of time.  Mr. Wattles responded that this cost analysis is reflected on slide #9 of the ERCOT Staff presentation.  Mr. R. Jones commented that the flexibility requested by ERCOT Staff demonstrates the lack of necessity for the service and reiterated that the market should determine the need for the service before addressing the cost of the proposed service.  Mr. Greer questioned the value for $300 million.  Mr. D. Jones professed not to understand how ERCOT can develop a number without taking probability of service deployment in to consideration.  Mr. D. Jones also observed that the estimate appeared dependent on the success rate of hitting the 4CPs, which currently is only 20%.  Mr. Muñoz suggested that the estimated $20 million cost be compared to the existing Ancillary Services.  Mr. Smith observed that the $20 million cost translates to only a couple of pennies per customer.  
Mr. Bruce moved that PRS concurs with ERCOT that curtailing voluntary firm Load in emergency conditions is preferable to shedding firm Load on an involuntary basis.  However, PRS is not yet convinced that such a program is appropriate for two reasons:

1. The market has changed since April 17, 2006;

2. Whether it can be implemented for a cost commensurate with the value of lost load (VOLL) associated with rotating outages during emergency conditions.

Therefore, at this time, PRS declines to recommend approval or rejection of any PRRs related EILS until questions related to the need and efficacy of such a service are more firmly established.  PRS therefore tables PRR702, PRR703, PRR704, and PRR705 until the February 22, 2007 PRS meeting.

PRS requests that the Reliability Operations Subcommittee (ROS) address the following questions and report back to PRS on February 22, 2007:

1. What is the statistical likelihood, given ERCOT Operator flexibility in the Emergency Electric Curtailment Plan (EECP) process, that EILS will be utilized as envisioned prior to firm Load shedding?

2. Rate the impact of each of the EILS PRRs on ERCOT’s loss of Load probability (LOLP).

3. Evaluate the EILS PRRs procurement methodology.  What is the appropriate amount of EILS to procure, if any?

4. Evaluate the EILS PRRs deployment methodology.  Address any concerns that arise from deployment and recall: i.e., should EILS be deployed as a single block; is geographic concentration of EILS providers an issue during EECP; what are the effects of transmission system limitations; etc.?

5. What other alternatives to EILS, such as procuring additional existing Ancillary Services, could be utilized to achieve similar results?

PRS requests that ERCOT Staff address the following questions and report to PRS on February 22, 2007:

1. What is the statistical likelihood, given ERCOT Operator flexibility in the EECP process, that EILS will be utilized as envisioned prior to firm Load shedding?

2. Rate the impact of each of the EILS PRRs on ERCOT’s LOLP.

3. What alternatives to EILS were examined by ERCOT, if any, and why was EILS pursued instead of those other options?

4. Has the VOLL been determined for the April 17, 2006 load shedding event? If so, please share the methodology and results of that study.  If not, why not? 
PRS requests that WMS define the following and report to PRS on February 22, 2007:

1. The benefit.

2. The cost based on the EILS PRRs.

3. Changes in Market since April 17, 2007.

Ms. Ashley seconded the motion.  The motion passed with two nays from the Consumer Market Segment and no abstentions.  All Market Segment were present for the vote.

9.  Project Prioritization
None
10.  Review of NPRR Impact Analysis
NPRR035 – Nodal Protocol Clarification Required for Net Metering Provisions
NPRR036 – Market Operations Test Environment (MOTE) in the Nodal Market
Mr. Anderson explained that the Impact Analyses (IA) presented for these NPRRs are preliminary and do not include input from certain divisions.  Mr. Durrwachter commented that the Transition Plan Task Force (TPTF) should review the IAs, especially the IA for NPRR035.  PRS agreed to delay consideration of the IAs for NPRR035 and NPRR036 until the February 2007 PRS meeting.
11.  Other Business

Mr. Gresham requested that ERCOT Market Rules staff e-mail out the PRS procedures.
Future PRS Meetings
· February 22, 2007
· March 22, 2007
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