Notes for PRR719 Meeting – May 3, 2007

Attendance:

DeAnn Walker – CenterPoint Energy

Eddie Kolodziej - Customized Energy Solutions

Shari Heino – NRG (on behalf of)

Randy Jones – Calpine 

Andy Gallo – ERCOT 

Guy Nelson – LCRA (phone)

Sandy Morris – LCRA (phone)

Les Barrow - CPS Energy 

Ann Boren – ERCOT

James Thorne – ERCOT 

Marguerite Wagner – Reliant 

Mark Garrett - Direct Energy (phone) 

Liz Jones – Oncor

Larry Gurley – Oncor 

Mike Petterson – ERCOT 

Steve Myers – ERCOT 

Danielle Jaussaud – PUC 

Ken Saathoff – ERCOT 

Mark Henry – ERCOT 

Chad Seely – ERCOT 

· Andy Gallo discussed background/history of PRR719; NERC Reliability Standards were approved mid-March.  ERCOT registered at NERC for various functions, Transmission Operator (TOP), Balancing Authority (BA), etc.  Will be held financially responsible for violations of Reliability Standards.  Many of the activities that fall under ERCOT are delegated to Market Participants. ERCOT will get violation/penalty because it is the Registered Entity.  There are roles that ERCOT clearly performs and other roles that are delegated to Market Participants even though they are all attributed to ERCOT.

· PRR719 is trying to address how to handle penalties charged to ERCOT where ERCOT is not the “offending party” - Penalties should be passed on to offending party. 

· Gallo – discussions with the TRE have indicated that the violation/penalty will be assessed against the Registered Entity (ERCOT) even though it is not the “offending party;” 

· Liz Jones – cautioned that there is a distinction between issues in the Federal framework and State framework; need to distinguish between Protocols (state) and TRE/NERC Standards (federal).  

· Gallo reviewed presentation.

· Randy Jones – how will ERCOT decide who was the cause of the failure and who will get the penalty?  Is there a procedure how TRE will assign blame?  

· Gallo -  violation of Reliability Standard differentiated from violation of Protocols; TRE is going to be “dinging” parties for violations of Reliability Standards/not Protocols – trying to keep this distinction

· L. Jones– uncomfortable with having ERCOT making independent judgments about direct allocation of responsibility – this needs to be made by an adjudicative body.  If TRE is not prepared to assign direct responsibility past the Registered Entity, obviously there has to be a secondary proceeding – would like to explore whether we can create procedural rules that would enable us to make sure direct assignments get done properly.  

· Discussed Protocol violations vs. Reliability Standard violation;

· Les Barrow – filing at FERC stated that TRE would have both NERC and Protocol enforcement functions.

· Can be charged with a violation of a Reliability Standard and a violation of ERCOT Protocols – can be charged with two different things – PUC is final adjudicator of Protocol violation and recommends action to Chief Compliance Officer of TRE for Reliability Standard violation.  

· Barrow – pointed out that if Market Participant violates a Reliability Standard for which they are not the Registered Entity, they cannot be fined under NERC – MP can only be fined for violation of Protocols.  

· Larry Gurley – not comfortable with ERCOT as a party adjudicating who’s ultimately responsible for errors.  Not comfortable with them deciding who should get fined.  

· Steve Myers – ERCOT does not want to and will not decide who the offending party is for a Reliability Standard violation.  ERCOT Operations only refers “yellow flagged” activities to ERCOT Compliance for review and investigation; ERCOT’s position is that the Protocols and Guides are a formal agreement that delegates between ERCOT and Market Participants;  If ERCOT is the Registered Entity of a NERC Standard, NERC will hold ERCOT completely responsible for that requirement – to see how that requirement is carried out at ERCOT, have to look to see how many tasks are related to it.  Look in Protocols to see who performs those tasks to meet the Reliability Standard.  If ERCOT fails to meet a Reliability Standard and ERCOT did all its part and MPs did not, NERC will still hold ERCOT responsible.  

· Discussed who would be making sure ERCOT is still following Protocols – Gallo stated that ERCOT would still have employees making sure ERCOT is doing what it is supposed to do.  

· Group – still not clear who is responsible for what.  

· Due Process Issues discussed

· Shari Heino - how do we ensure that TRE is giving MPs due process for violations?  

· Gallo - when TRE is investigating or performing an audit – the goal of the TRE is to find the root cause of the violation of a Reliability Standard.  Which means TRE would “ding” ERCOT as TOP because they are the Registered Entity but would point out that a specific MP violated a standard.

· Mark Henry – TRE will have to substantiate who committed the violation – for those Standards that ERCOT is responsible, but tasks are not performed by ERCOT, ERCOT will still get the penalty.

· Gallo – is there an appeal process to rebut TREs findings?  Mark Henry – there is an appeals process but ERCOT will be responsible for following through with the appeal since it is the Registered Entity.  Violation will be sent to ERCOT and not to MP.  ERCOT will have to appeal.

· Heino – will MP have a chance to dispute?  Mark Henry – not for violations of a Reliability Standard for which ERCOT is for the Registered Entity.  

· L. Jones – concerned that ERCOT will send the bill of the violation to the MP, without the MP having the right to dispute it and ERCOT will not really have an incentive to dispute/appeal on MP’s behalf because it is not on the hook for the fine.  TRE identifies MP as the offending party and ERCOT can turn around and bill MP.  ERCOT has no incentive to defend MP that TRE has pointed out.  

· L. Jones – suggested a regional difference or procedural process be created to get the MP involved and give them the ability to dispute/appeal a violation/fine.  

· Gurley -  What we want is for TRE to be able to say that, while ERCOT is the BA, we recognize that this QSE is the responsible party and we are going to assess them instead of ERCOT. 

·  Group – debated whether the process should be in the Protocols or take the form of FERC filing.  Suggested filing a procedure with FERC to codify process

· ACTION ITEM - Draft strawman of FERC filing and circulate it to PRS/TAC/Board – Andy Gallo will draft strawman    

· ACTION ITEM – Schedule a follow up workshop where people can comment on the strawman.  Subsequent to the workshop – take to TAC and Board for review.

· ACTION ITEM - Withdraw PRR719.  

Process (created at the meeting on board):

1) A bad reliability thing happens

2) TRE Investigation

a. TRE identifies a Protocol violation by a Market Participant (other than ERCOT)

b. TRE identifies RS violation for which the ISO is the responsible Entity

c. TRE refers Protocol violation to PUC

DECISION POINT – ISO WILL DECIDE WHETHER OR NOT TO SEEK HEARING AT PUCT; if not it will end here

3) ISO seeks evidentiary hearing at PUCT on Reliability Standard violation against ISO and seeks uplift or direct assignment of penalty or does not seek either (agrees it was ISOs fault)

4) Decision by Chief Compliance Officer/PUCT

5) Fine is levied by CCO against ERCOT   

