ERCOT PROTOCOL REVISION SUBCOMMITTEE MEETING

2/21/08 Draft Minutes


Attendance:

	PRS Members
	Name
	Representing

	David 
	Detelich
	CPS Energy

	Henry
	Durrwachter
	Luminant

	Clayton
	Greer
	J. Aron

	Kevin 
	Gresham (Chair)
	Reliant Energy

	Christine
	Hank
	GP&L

	Billy
	Helpert
	BEPC

	Steve
	Madden (V-Chair)
	StarTex Power

	Sandy
	Morris
	LCRA

	Laurie
	Papas
	OPC

	DeAnn
	Walker
	CenterPoint Energy

	Scott
	Wardle
	Oxy

	
	
	

	Participants
	 
	 

	John
	Adams (phone)
	ERCOT

	Troy
	Anderson
	ERCOT 

	Ann
	Boren
	ERCOT

	Chris
	Brewster
	City of Eastland

	Mark
	Bruce
	FPL Energy

	Dennis
	Caufield
	CenterPoint

	Shawnee
	Claiborn-Pinto
	PUCT

	Andrew
	Gallo
	ERCOT

	Nick
	Fehrenbach
	City of Dallas

	Ino 
	Gonzalez
	ERCOT

	Blake
	Gross
	AEP

	Larry
	Gurley
	Luminant

	Kristi
	Hobbs
	ERCOT

	Tom 
	Jackson
	Austin Energy

	Danielle
	Jaussaud
	PUCT

	Dan 
	Jones
	IMM

	Liz
	Jones
	Oncor

	Randy
	Jones
	Calpine

	Eddie
	Kolodziej
	Custom Energy Solutions

	Nieves
	López
	ERCOT

	Roy
	McCoy
	ERCOT

	Matt
	Mereness
	ERCOT

	
	
	

	Kenan 
	Ögelman
	City Public Service (CPS)

	John
	Orr
	Constellation

	Raj
	Rajagopal
	ERCOT

	Woody
	Rickirson
	ERCOT

	Richard
	Ross
	AEP

	Shams
	Siddiqi
	LCRA

	Jennifer
	Troutman
	Direct Energy


Unless stated otherwise, all Market Segments were present for a vote.

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.  Mr. Gresham suggested adding taskforces to the list of groups covered by the Admonition.  Mr. Gresham also announced that ERCOT Legal will conduct anti-trust training at the next Technical Advisory Committee (TAC) meeting.

2.  Approval of January 17, 2008 Minutes
DeAnn Walker moved to approve the draft January 17, 2008 meeting minutes as posted.  David Detelich seconded the motion.  The motion passed unanimously.
3.  Urgency Votes

Mr. Gresham reported that the request for Urgent status for PRR755, Demand Response Program, failed by e-mail vote on February 13, 2008.  Jennifer Troutman reported that the issue of Demand response programs will be taken up at the Public Utility Commission (PUC or Commission).  Depending on the direction given by the Commission, Ms. Troutman may request reconsideration of the motion to grant Urgent status at a later date.

4.  TAC and ERCOT Board of Directors (ERCOT Board) Reports

Mr. Gresham reported that the TAC recommended the following revision requests for ERCOT Board approval:
· PRR740, Creating Amendment to Standard Form Market Participant Agreement;
· PRR749, Rule Change to the REC Trading Program;
· PRR750, Unannounced Generation Capacity Testing;
· NPRR084, Creating  Amendment to Standard Form Market Participant Agreement;
· NPRR085, Revision of Digital Certificate Procedures;
· NPRR088, Revision to 16.11.5, Monitoring of a Counter-Party’s Creditworthiness and Credit Exposure by ERCOT; and
· NPRR090, Corrections of FIP-FOP in Energy Offers. 
The ERCOT Board approved PRR749, PRR750, NPRR084, NPRR085, NPRR088, and NPRR090.  Mr. Gresham noted that the ERCOT Board revised NPRR090 at the suggestion of Nick Fehrenbach.  ERCOT Staff agreed to the revision.
Mr. Gresham also reviewed the highlights of the TAC Retreat.  Mr. Gresham reported that TAC discussed the issue of grey-boxing and functionality of the Nodal system and that a proposal will be discussed by the Transition Plan Task Force (TPTF) today.  Mr. Gresham is to report the results of the TPTF discussion to TAC next month.

Mr. Gresham presented the proposed goals for PRS:
· Process PRRs and NPRRs pursuant to Section 21, Process for Protocol Revision, requirements.
· Facilitate and make recommendations for 2009 project priorities as requested by ERCOT.

· Review NPRRs necessary for “go-live” and collaborate with the ERCOT Program Management Office (PMO) to structure a process for releasing NPRRs to be included in “go-live plus x”.

· PRS reported a process for parking NPRRs not necessary for “go-live” in May 2007to TAC.

· PRS deferred developing a process for NPRR releases until 2008.
5.  Project Update and Summary of Project Priority List Activity to Date

Troy Anderson reported the following:
· The 2009 project prioritization schedule for 2008 will be as follows:
· January: Continuous Analysis and Review Teams (CART) will revise the 2009 initiative lists.

· February: Initial review by the subcommittees.

· March: Approval by the subcommittees.

· April: Approval by TAC and review by the Finance and Audit Committee and the ERCOT Board.

· The 2007 CART funding status summary showed the initial funding levels, the final funding levels, actual expenditures for 2007, and the variance between final funding and actual expenditures.  Approximately $7.1 million was transferred between CARTs.  These transfers allowed for the TCC2 build-out and accelerated some 2008 projects.  Blake Gross noted that the shifts in the Retail Operations (RO) CART budget were fully discussed at the Retail Market Subcommittee (RMS).
· Project Updates: ERCOT can now provide transmission element dynamic data through the ICCP link (SCR746); the ERCOT Board approved a multi-year project to build a Control Center/Data Center; and the ERCOT Board approved an increase to fully implement SCR749, MarkeTrak Enhancements (now in the $1-2 million range).
6. Review of Recommendation Reports and Impact Analyses
PRR743, TCR Transition to CRR
PRR747, IDR Requirement Change
PRR752, Update to Posting Requirements of Standard QSE-Specific Market Reports
NPRR089, Changing Posting Requirement of Certain Documents from MIS Secure to Public Area.
NPRR094, Reference to CRR Credit Limit
NPRR095, Clarify Recipients of MCFRIs
NPRR096, Revisions to the RMR Startup Energy Payment
NPRR098, Protocol Sections 4 and 6 Formula Clarifications and Related Revisions
Henry Durrwachter moved to endorse the Recommendation Reports and Impact Analyses (IAs) for PRR743, PRR747, PRR752, NPRR089, NPRR094, NPRR095, NPRR096, and NPRR098, and forward these documents for TAC consideration.  DeAnn Walker seconded the motion.  The motion passed unanimously.
RMGRR061, POLR to POLR Transfer Process.
RMGRR061 was not taken up since it was recommended for rejection by RMS.
7.  Review of PRR Language
PRR745, NERC-TRE Terminology Update
Ms. Walker gave an update on the activities of the PRR745 Task Force (PRR745TF).  She reported that the PRR745TF recommendation is to concentrate on the Nodal Protocols rather than revising the zonal ERCOT Protocols.  In discussing PRR745 with interested parties and reviewing the processing timeline, it was noted that approval of this PRR would closely coincide with the Texas Nodal Market Implementation Date.  This would make the provisions of this PRR obsolete soon after its adoption.  ERCOT Staff concluded that time and resources would be better spent updating the Nodal Protocols and, therefore, has requested withdrawal of PRR745.  The Nodal Protocols must be revised to be consistent with the corporate structure of the Texas Regional Entity (Texas RE) and the new reliability standards promulgated at the federal level.  Ms. Walker asserted that the Reliability standards set by the North American Electric Reliability Corporation (NERC) should be taken out of the Nodal Protocols.  Participants noted that the current Nodal Protocols are in conflict with some of the NERC standards and that reliability standards set by the NERC should be taken out of the Nodal Protocols.  PRS discussed that various entities should be involved in this review, and that this task needs to have a home and one focal point.  The Reliability and Operations Subcommittee (ROS) needs to review reliability issues; PRS needs to review the terminology; and the entire effort should be coordinated with TPTF.  Participants raised concerns about potential timeline conflicts with  Nodal Market implementation and discussed how to include review of the Sections that remain to be “nodalized”.  On the issue of timeline, Liz Jones stated that there is not the sense of urgency in that something will imminently go wrong, but that something may go wrong, and that, therefore, the issue needs to be addressed, especially from the Transmission Service and/or Distribution Service Provider’s perspective.  Participants also noted that inaccurate and/or inconsistent terminology places entities at risk when subject to an audit.  
PRS concluded that it supports the creation of a task force to address the issues raised during the discussion and the recommendations of the PRR745TF.  Mr. Gresham will host a conference call to establish the scope of this new taskforce.
8.  Review of NPRR Language
NPRR091, Scarcity Pricing and Mitigated Offer Cap during the Period Commencing on the Nodal Market Implementation Date and Continuing for a Total of 45 Days

Danielle Jaussaud reported that the Commission Staff has concluded that NPRR091 appears to be in conflict with subsection (g) of PUC Subst.R. 25.505, Resource Adequacy in the Electric Reliability Council of Texas Power Region, in that any changes in the price caps in Protocols require Commission approval.  However, the Commission may overrule these provisions for good cause under Subst. R. 25.502, Pricing Safeguards in Markets Operated by the Electric Reliability Council of Texas.  Commission Staff has, therefore, initiated a rulemaking under Project No. 35392, PUC Rulemaking to Address Initial Implementation of the Nodal Market, to create flexibility to allow Market Participants to adopt different price caps in the initial stages of the market.
Kenan Ögelman inquired about the process for implementing price caps and at what point a bid will be rejected, as well as the compensation mechanism.  PRS discussed that units would be compensated at Reliability Unit Commitment (RUC) and the basis is verifiable cost and a multiplier.  Mr. Ögelman commented that at the bottom of the range, some units may be rejected in the first 45 days and that different Entities will be assessed the cost of RUC.  Larry Gurley responded that a multiplier of 1.5 creates reasonable expectation of cost recovery within 45 days.  Mr. Ögelman stated that this would be acceptable if units were allowed to be paid the highest of the three-part offer and noted that it also is not clear how the two-step pricing and offer cap mechanism will impact the Day-Ahead Market and Real-Time Market.  
Mr. Gresham reported that NRG’s last set of written comments (dated 2/19/08) recommended a sunset date and commented that this would require a subsequent NPRR to change such a date in the event that implementation of the Nodal market is delayed.  Mr. Gresham suggested that the Protocols not reflect a specific date.  Dan Jones encouraged parties to participate in the Commission rulemaking and noted that the Commission has the ability to impose emergency caps.  Ms. Jaussaud responded that this would not be ideal and opined that there should be reasonable Protocols in place to address the issues.  Participants discussed the likelihood of an event like that of April 17 recurring during February.  Mr. Gurley questioned whether the market is getting ahead of itself by approving an NPRR before the rulemaking is finalized.  Ms. Jaussaud responded that the issues addressed in this NPRR are not the same as those being addressed in the rulemaking project, but also suggested delaying the effective date of NPRR091 until after effective date of the rule.  Mr. Ögelman suggested that there be a sunset date for the rule because pricing caps may not be appropriate during summer months.  [There was also a discussion of what problems the NPRR was trying to address]
Mr. Gresham recognized parties’ request to discuss the issues raised during the discussion over the lunch break.  Upon return, Steve Madden reported that a group agreed to propose a Mitigated Offer Cap value of the higher of $180 or 18 mmBtu Heat Rate times the Fuel Index Price (FIP) and a floor of -$100 per MWh during an initial 45 Operating Day period, beginning with the Texas Nodal Market Implementation Date.  Randy Jones recommended that the offer floor be adjusted to -$50 per MWh and Mr. Madden agreed to propose that the Energy Offer Curve floor be adjusted to -$50 per MWh.  Mr. Wardle stated that the compromise that was reached during outside discussions was a floor of -$100 per MWh and objected to overriding this compromise.  Laurie Papas inquired what the basis for these values is.  Mr. Madden responded that these were negotiated numbers.  Shams Siddiqi noted that there are problems with both sets of proposed values (-$50 v. -$100).  Mr. Gurley stated that -$50 is reasonably above the cost of facilities for 45 days.  Mr. Wardle disagreed because this number would not capture 99% of the market.  Nick Fehrenbach stated that the original agreement was 180/18/-100, and participants should not renegotiate half of an agreement.
Mr. Madden moved to recommend approval of NPRR091, revised to set the values of X at $180 per MWh with a heat rate of 18 mmBtu per MWh, and establish a floor of -$50 per MWh.  Mr. Detelich seconded the motion.  The motion passed by roll-call vote with four opposing votes from the Consumer Market Segment and three abstentions from the Electric Cooperative (Coop), Investor Owned Utility (IOU), and Independent Power Marketer (IPM) Market Segments.
NPRR092, Remove Voltage Schedules Requirement

Mr. Gresham opined that there appears to be confusion about difference between voltage profile and voltage schedule.  Mr. R. Jones explained Calpine comments, stating that there is a distinction between profiles and schedule and that the TPTF recommendation does not provide useful information.  Ms. Walker raised concerns over the reason provided for the revision as it related to Transmission Operator and Transmission Services Providers, and offered revised language.  
Mr. R. Jones moved to recommend approval of NPRR092 based upon ROS comments and as revised by PRS.  Christine Hauk seconded the motion.  The motion passed with one opposing vote from the IPM Market Segment.
NPRR097, Changes to Section 8 to Incorporate Role of TRE, the IMM, and the Concept of Market Compliance.

Participants discussed the difference in purpose for this NPRR and the NERC/Texas RE effort and emphasized that this NPRR is necessary to build the ERCOT Systems.  Tom Jackson stated that the comments submitted by South Texas Electric Cooperative (STEC) and Texas RE indicate that the NPRR is not ready for a vote.  Texas RE commented that the metrics in the NPRR are incomplete and Texas RE is unable to enforce these provisions as written.  Ms. Jaussaud commented that the Texas RE Staff should not have to monitor the Market Information System (MIS) to determine whether parties have violated the ERCOT Protocols.  Any violations should be reported directly to the Texas RE as well as to the Commission.  Ms. Jaussaud stated that she objected to the comment that ERCOT Staff does not want to “spy” on Market Participants.  Texas RE and the Office of Public Utility Counsel (OPC) agreed with that statement.  Participants noted that ERCOT wants to be able to vote as a Market Participant on Texas RE related matters, but would also be required to report on Market Participants.  Participants opined that these relationships need to be fully vetted.  In reference to a suggestion that the metrics be developed by ROS, participants responded that that would take a long time.  Instead, participants suggest sending the NPRR to TPTF to address issues related to Dynamically Scheduled Resources (DSR).  Participants suggested setting the outcome and create metrics as backfill.  

Sandy Morris moved to refer NPRR097 to TPTF to address the DSR issue raised by STEC comments.  Mr. Jackson seconded the motion.  The motion passed unanimously.

NPRR099, RMR Incentive Factor Payment

Mr. Gresham reviewed the history of the NPRR and noted that this NPRR was developed to address a voting error during a TPTF vote.  The language as submitted reflects the language as it was presented at the time of the TPTF vote, which was reported inaccurately.  Ms. Walker objected to the proposed language because such a revision is outside the scope of the TPTF charter.

Ms. Papas moved to recommend approval of NPRR099 as submitted.  Mr. Wardle seconded the motion.  The motion passed with one abstention from the Coop Market Segment and two opposing votes from the IOU and IPM Market Segments.
NPRR100, PCRR Release Mechanism

Ms. Morris moved to recommend approval of NPRR100 as submitted.  Ms. Hank seconded the motion.  The motion passed with one abstention from the IOU Market Segment.
NPRR101, Modify Time Requirements for Entry of Equipment in the Outage Scheduler

Richard Ross reviewed the comments submitted by American Electric Power (AEP).  Mr. Gresham objected to increasing the time requirements to 60 minutes and expressed a preference for 30 minutes.  Mr. Ross explained the need for this timeframe and commented that it also avoids Congestion costs and maintains reliability.  ERCOT Staff reported that it supports the one to 30 minute change.  Dennis Caufield stated that CenterPoint can perform the function within 30 minutes, but that 60 minutes is better in terms of actual operations of the equipment in the real-time environment.  
Mr. Ross moved to recommend approval of NPRR101 as revised by AEP and Luminant comments.  Ms. Morris seconded the motion.  The motion passed with one opposing vote from the IPM Market Segment.

NPRR102, Implementation of PUC Subst. R. 25.505(f), Publication of Resource and Load Information.

Matt Mereness reviewed the history and the development of NPRR102 and reported that the proposed language is the product of collaboration with Commission Staff, Market Participants and ERCOT Staff.  Mr. Mereness explained that NPRR102  provides details around high-level rule language.  
Ms. Papas moved to recommend approval of NPRR102 as revised by ERCOT comments.  Mr. Durrwachter seconded the motion.  The motion passed unanimously.
NPRR103, Settlement of Power Imported via DC Ties and Block Load Transfer under a Declared Emergency Condition

Mr. Ross suggested eliminating the term “Emergency” in the Block Load Transfer (BLT) verbiage, because a BLT only occurs during Emergency Conditions.  

Mr. Ross moved to recommend approval of NPRR103 as revised by ERCOT comments and revised by PRS.  Ms. Walker seconded the motion.  The motion passed unanimously.
9.  Requests for Withdrawal
PRR736, Demand Response Revisions

Participants discussed that there is consensus that further study and analysis is needed to determine language revisions needed to implement demand response programs in ERCOT.  
PRR745, NERC-TRE Terminology Update

For the discussions regarding PRR745, please refer to the individual agenda items for this PRR.

Mr. Durrwachter moved to approve the Requests for Withdrawal of PRR736 and PRR745.  Ms. Walker seconded the motion.  The motion passed unanimously.
10.  Other Business

2008 Market Participant Survey
Denise Taylor announced that the 2008 Market Participant Survey is underway and encouraged all Entities to respond to the survey.
Future PRS Meetings
· March 20, 2008 

· April 18, 2008
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