DRAFT
Minutes of the Technical Advisory Committee (TAC) Meeting

ERCOT Austin – 7620 Metro Center Drive – Austin, Texas 78744

Thursday, March 6, 2008 – 9:30am – 4:00pm

Attendance

Members:

	Ashley, Kristy
	Exelon
	

	Belk, Brad
	LCRA
	

	Boyd, Phillip
	City of Lewisville
	

	Brewster, Chris
	City of Eastland
	

	Brown, Jeff
	Coral Power
	

	Bruce, Mark
	FPL Energy
	

	Comstock, Read
	Strategic Energy
	

	Dreyfus, Mark
	Austin Energy
	

	Greer, Clayton
	J Aron & Company
	

	Gurley, Larry
	Luminant
	

	Helton, Bob
	IPA
	Alt. Rep. for Cesar Seymour

	Hendrick, Eric
	Stream Energy
	

	Houston, John
	CenterPoint Energy
	

	Jones, Randy
	Calpine
	

	Leal, Gustavo
	Brownsville PUB
	Alt. Rep. for F. Saenz

	Lange, Clif
	South Texas Electric Coop.
	Alt. Rep. for H. Wood

	Lenox, Hugh
	Brazos Electric Power Coop.
	

	Lewis, William
	Cirro Group
	

	McCalla, David
	GEUS
	

	McClendon, Shannon
	Consumer – Residential 
	

	Moss, Steven
	First Choice Power
	

	Ögelman, Kenan
	CPS Energy
	Alt. Rep. for L. Barrow

	Pappas, Laurie
	OPUC
	

	Pieniazek, Adrian
	NRG Texas
	

	Robinson, Oscar
	Austin White Lime Company
	

	Ross, Richard
	AEP
	

	Sims, John L.
	Nueces Electric Power Coop.
	

	Smith, Bill
	Air Liquide
	

	Whittle, Brandon
	DB Energy Trading
	


The following proxies were assigned:
· Adrian Pieniazek to Randy Jones

· John Sims to Clif Lange (afternoon only)

· Marcie Zlotnik to Read Comstock

Guests:

	Ballard, Don
	OPUC
	

	Bell, Wendell
	TPPA
	

	Carter, Chris
	PUCT
	

	Claiborn-Pinto, Shawnee
	PUCT
	

	Cochran, Seth
	Sempra Trading
	

	Cutrer, Michelle
	Green Mountain Energy
	

	Damen, Lauren
	PUCT
	

	Daniels, Howard
	CenterPoint Energy
	

	Downey, Marty
	TriEagle Energy
	

	Firestone, Joel
	Direct Energy
	

	Fox, Kip
	AEP
	

	Frederick, Jennifer
	Direct Energy
	

	Gilbt, Marilyn deBosque
	Brownsville PUB
	

	Goff, Eric
	Constellation
	

	Gross, Blake
	AEP
	

	Harris, Brenda
	Chevron
	

	Holt, Robert
	Oncor Electric Delivery
	

	Kolodziej, Eddie
	Customized Energy Solutions
	

	Leech, Bob
	Citigroup
	

	Mass, Annette
	GEXA
	

	Moore, Chuck
	Direct Energy
	

	Morris, Sandy
	LCRA
	

	Priestly, Vanus
	Juice Energy
	

	Rana, Raj
	AEP
	

	Reid, Walter
	Wind Coalition
	

	Rocha, Paul
	CenterPoint Energy
	

	Schubert, Eric
	BP
	

	Spilman, Matt
	Strategic Energy
	

	Stephenson, Randa
	Luminant
	

	Troutman, Jennifer
	Direct Energy
	

	Wagner, Marguerite
	Reliant
	

	Walker, DeAnn
	CenterPoint Energy
	

	Wittmeyer, Bob
	DME
	

	Wright, Natalie
	Edison Mission
	


ERCOT-ISO Staff:

	Adams, John

	Albracht, Brittney

	Boren, Ann

	Cobos, Lori

	Day, Betty

	Doggett, Trip

	Gage, Theresa

	Hobbs, Kristi

	Levine, Jonathan

	Roark, Dottie

	Seely, Chad

	Sullivan, Jerry

	Teixeira, Jay


Unless otherwise indicated, all Market Segments were present for a vote.
TAC Chair Mark Dreyfus called the meeting to order at 9:30 a.m.
Antitrust Admonition
Mr. Dreyfus directed attention to the Antitrust Admonition, which was displayed.  A copy of the Antitrust Guidelines was available for review.  Mr. Dreyfus reviewed assigned proxies and Alternate Representatives.
Antitrust Training

Chad Seely provided antitrust training.  Mr. Dreyfus announced that antitrust training would be conducted at each of the subcommittee meetings in the coming months.

ERCOT Board of Directors (Board) and Board Retreat Update

Mr. Dreyfus reported on the TAC retreat of February 8, 2008, highlighting discussion of resources, subcommittee goals, efficient meeting management, and continued conversation with Jerry Sullivan to emphasize that Market Participants will not be satisfied until all Protocols are delivered in their entirety.  Mr. Dreyfus noted that the day’s agenda item Managing Protocol Content during Nodal Implementation stems from that discussion, and commissioned Mark Bruce to chair the TAC and Subcommittees Organizational Review Task Force (TASOR TF) to consider, by year’s end, how to structure and organize market meetings for efficiency.
Mr. Dreyfus reported that the Board made one change to Protocol Revision Request (PRR) 750, Unannounced Generation Capacity Testing, to allow ERCOT to suspend testing during Emergency Electric Curtailment Program (EECP) events; that Bob Kahn reported 220 pending Interconnection requests; that ERCOT is giving additional consideration to how it is compensated for studies; and that the April 2008 Board meeting will be held at ERCOT Taylor.
Mr. Dreyfus reported a dialogue with ERCOT Board Chair Mark Armentrout in the meeting of the Board regarding nodal scope, the full cost of systems and the importance of the delivering of full Protocol functionality on or soon after the December 1, 2008 go-live date; Mr. Dreyfus conveyed Mr. Armentrout’s support for the complete fulfillment of the functionality reflected in the approved Protocols. Mr. Dreyfus also conveyed TAC’s discussion of Credit Work Group (Credit WG) governance and 2008 TAC goals.
Mr. Dreyfus reported that the Board retreat agenda addressed Texas Regional Entity (TRE) governance; ethics training; stakeholder committee structure, which Mr. Bruce spoke to; and TAC and Board communications.  At the Board retreat, Mr. Dreyfus spoke to PRR and non-PRR appeals processes, which was delegated to the HR and Governance Committee; and again conveyed TAC’s discussion and straw poll on the governance of the Credit WG.  Mr. Dreyfus noted that the Board seems open to receiving proposals on changes to the Credit Working Group structure; Mr. Dreyfus invited formal proposals for TAC consideration.
Approval of the Draft February 7, 2008 TAC Meeting Minutes (see Key Documents) 

Mr. Dreyfus reported that no comments on the draft February 7, 2008 TAC meeting minutes had been received and asked if members had any changes.  Shannon McClendon provided suggested revisions.  Ms. McClendon moved to approve the February 7, 2008 TAC meeting minutes as amended.  Laurie Pappas seconded the motion.  The motion carried unanimously.  

TAC Procedure Review (see Key Documents) 
Kristi Hobbs reviewed current TAC Procedures, including membership requirements and voting practices.  Market Participants discussed items for possible clarification and revision, including the chair and vice chair election process; the difference between proxies and alternate representatives; whether a designated alternate representative may be named for the entire year; letters of agency and employment as they apply to alternate representative designation; the definition of “seated” for voting purposes; voting via teleconference; guidelines for delivery of materials for voting items; and whether the chair should temporarily relinquish the chair when speaking on behalf of a Member.  Ms. Pappas opined that the Bylaws belong to ERCOT Members and the responsibility for interpretation belongs to the Members, rather than ERCOT legal.

Mr. Dreyfus requested that any issues of immediate concern be placed on the April 2008 TAC meeting agenda for vote, and that all other issues would be referred to the TASOR TF for further consideration.  Mr. Bruce announced that all interested parties were welcome to participate in the TASOR TF, and that an e-mail would be sent to the TAC and subcommittee e-mail exploders, once meetings were scheduled.

Mr. R. Jones thanked Ms. Hobbs for the clear and concise presentation, and requested that the same presentation be made at every subcommittee.
Credit WG Update – Oliver Wyman Study Closeout (see Key Documents)
Mr. Dreyfus reported extensive discussion of the Oliver Wyman Study at the previous day’s TAC Credit Workshop.  Cheryl Yager provided a high level review of the study’s objectives and deliverables, and next steps, and asked the best way to include Market Participants in developing a risk appetite statement.  Read Comstock stated that both business and credit professionals should be involved, and suggested that TAC work with the Credit WG to develop the risk appetite statement, and then bring the statement to a vote of TAC before forwarding the item to the Board.  Ms. Yager noted that the Finance and Audit Committee (F&A) specifically requested TAC input for the risk appetite statement, and gave a tight timeline for returning a draft statement to F&A. 
Market Participants discussed that TAC is where the market gathers to advise the Board, and that credit policy decisions affect the entire market; that certain Protocols addressing credit policy may require revision; that the May 2008 timeline to define elements and components of a credit risk statement may not be realistic; that there was concern that the proposed risk assessment tool may not be modeled correctly to accurately predict risk; and that confidence in the model is lacking, and the model needs business input.  
Ms. Yager noted that Oliver Wyman interviewed ten to twelve Market Participants involved in TAC committees or the Nodal Project during development of the model; that Market Participants were invited to at least one full day session also held during model development in an effort to ensure operational input for structuring the model; and that Market Participants were invited to a meeting in late January 2008 to review preliminary results from the model.  Ms. Yager said she does not believe other Independent System Operators (ISOs) have a risk appetite statement at this time, but that a statement is an attempt to quantify and manage risks at acceptable levels in an effort to avoid surprises.

Market Participants further discussed the extensive number of variables and tables in the model; that input was requested from operations personnel as the model was being developed; that considerable time and effort will be required for most Market Participants, who understand the mechanics of the market that create and mitigate risks, to understand the tool; and that a direct assignment to work on the model may be required.  

Mr. Bruce invited feedback from Market Participants, as well as Amanda List and Ms. Yager, and requested that Ms. List or Ms. Yager be available at the March and April 2008 Retail Market Subcommittee (RMS) and Wholesale Market Subcommittee (WMS) meetings, and that updates be provided at the April and May 2008 TAC meetings.  Mr. Bruce suggested that it would be useful to have direction from the RMS or WMS in the form of a motion to consider timeline, elements and components of the risk assessment model and risk appetite statement, though it might be premature for determining a process at this point in time, and that TAC may want to hold a one-day session dedicated to the topic.
Market Participants discussed that TAC members should submit written comments to the study, as a starting point; that Market Participants need enough familiarity with the model to trust it; that the model may be primarily useful to identify changes in risk over time; that it may require months and years to ensure the model is correct, but that focus should be trained on the most important parts; and that model vetting and the development of a risk appetite statement are separate from each other, yet work may progress on both at the same time.  Ms. Yager noted that the credit risk model provides a common basis for understanding credit risk in the market, and that understanding can be high-level and somewhat imprecise and yet still be very valuable and useful to set policy.  
Mr. Dreyfus requested that ERCOT undertake a sensitivity analysis to identify the key assumptions driving the model outcomes, and that Ms. List coordinate with RMS and WMS to develop a risk appetite statement to bring to TAC.

Protocol Revision Subcommittee (PRS) Report (see Key Documents)

Kevin Gresham reported on the recent activities of PRS and presented PRRs and Nodal Protocol Revision Requests (NPRRs) for TAC consideration.  Mr. Gresham also reported the formation of a task force to address differences in the North American Electric Reliability Corporation (NERC) standards and ERCOT Protocols.  
Ms. Pappas moved to approve the following PRRs and NPRRs:

· 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

Richard Ross seconded the motion.  The motion carried unanimously.

Mr. Gresham provided notice of the withdrawal of PRR736, Demand Response Revisions and PRR745, NERC-TRE Terminology Update.
RMS Report (see Key Documents)
Blake Gross provided an update on recent RMS activities, and reported that 2008 RMS goals are posted to the RMS page of the ERCOT website; that the Demand Response Task Force (DRTF) will be disbanded, as the PUCT has requested that work on short-term solutions cease; and that Market Participants’ ability to more quickly extract data may be contributing to some system difficulties.  Mr. Dreyfus encouraged all subcommittees to post their 2008 goals.
Retail Market Guide Revision Request (RMGRR) 060, Mandatory IDR Installation
Chris Brewster moved to approve RMGRR060 as recommended by RMS.  Oscar Robinson seconded the motion.  The motion carried unanimously.  
RMS Rejection of RMGRR061, POLR to POLR Transfer Process
Mr. Robinson moved to approve the RMS rejection of RMGRR061.  Ms. McClendon seconded the motion.  The motion carried unanimously.
Commercial Operations Subcommittee (COPS) Report (see Key Documents)

Chuck Moore provided an update on recent COPS activities, and reported the Profile Working Group (PWG) is developing profiles for solar and wind, and that Commercial Operations Market Guide Revision Request (COPMGRR) 006, Demand Response Solution – Urgent is being withdrawn in response to the PUCT request that work on Demand Response cease.
COPMGRR006

Clayton Greer moved to approve the withdrawal of COPMGRR006.  William Lewis seconded the motion.  The motion carried with one abstention from the Independent Generator segment.
Reliability and Operations Subcommittee (ROS) Report (see Key Documents)

Paul Rocha reviewed recent ROS activities, noting the formation of a Standards Drafting Team (SDT) and that ROS will review the EECP event of February 26, 2008, at the March 2008 ROS meeting, and presented voting items for TAC consideration.

Operating Guide Revision Request (OGRR) 198, Firm Load Shed Implementation Time Periods
Clif Lange took issue with OGRR198 as approved by ROS, arguing that ERCOT is concerned that the stated 30 minute timeframe might cause non-compliance, and that 30 minutes is too lax a time frame for final efforts to prevent system blackouts.  

Mr. Lange moved to approve OGRR198 as revised by ERCOT comments.  John Sims seconded the motion.  Market Participants discussed other shedding techniques; unwillingness to override ROS decisions on technical matters; that the requirement is to implement Load shedding without delay; and that 30 minutes is not commensurate with an EECP Step 4 emergency.  Mr. Dreyfus expressed concern that ERCOT staff is concerned with potential compliance issues, and suggested that TAC request that ROS address those concerns.  Mr. Rocha noted that ERCOT’s comments came late, but were discussed at length at ROS.  The motion failed with nine in favor, nine objections, and four abstentions from the Consumer, Independent Power Marketer (IPM) and Municipal (2) segments. 
Mr. R. Jones moved to approve OGRR198 as recommended by ROS.  Mr. Houston seconded the motion.  Market Participants discussed that the TRE requested a time frame to measure compliance; that ROS should confirm that OGGRR198 would not be out of compliance; that NERC standards will remain vague; that the hard number of 30 minutes will be looked to for compliance but might not deliver reliability; and noted the standard practice of transmission operators to initiate firm load shed upon request without delay.  The motion carried with seven objections from the Consumer (5) and Cooperative (2) segments, and one abstention from the Independent Retail Electric Provider (IREP) segment.
NPRR081, Automatic Voltage Regulator (AVR) Status

John Houston moved to approve NPRR081 as revised by ROS comments.  Mr. R. Jones seconded the motion.  The motion carried unanimously.

Texas Nodal Implementation (see Key Documents)
Transition Plan Task Force (TPTF) Report
Trip Doggett reviewed recent activities of the TPTF, and encouraged Market Participants to enroll in nodal training available in March 2008, as many seats remain open.

Approval of TPTF Milestone Completion

Mr. Brewster moved that TAC acknowledge TPTF completion of the following Milestone:

· Current Day Reports Conceptual System Design

Mr. Lewis seconded the motion.  The motion carried unanimously.
Approval of Revised Nodal Readiness Metrics 

Mr. Robinson moved to direct ERCOT to proceed with the following revised metrics:

· MP10, Mapping of Resources to Resource Nodes and Resources to EPS Meters is Complete 

· CO2, Verify Dispute Process 

Mr. Lange seconded the motion.  The motion carried unanimously.  
Managing Protocol Content during Texas Nodal Market Implementation
Mr. Dreyfus recounted discussion at the February 2008 TAC meeting regarding scope challenges to nodal delivery, Market Participant concerns that the Nodal Protocols may not be delivered in total, and how to assure full Protocol delivery.  Mr. Gresham presented a process document for TAC consideration to ensure transparency and deliver certainty on functionality availability, patterned after the TPTF and PRS governance structure.  

Market Participants discussed funded items; contingency funds; the 2009 ERCOT Administration Fee; and that the Nodal Surcharge is for implementation, while the Administration Fee is for administering nodal after go-live.  Ms. Pappas stated that items required for nodal belong to the Nodal Surcharge, and should not be covered by the Administration Fee.  

Mr. Bruce added that the goal of the process document is to provide a simple framework by which “scope contraction” items would be categorized, and that the process should be addressed without consideration to specific items and their outcomes, understanding that there will be cost allocation issues that arise later.  
Mr. Dreyfus emphasized that it was previously agreed that gray boxes would not be utilized in Nodal Protocols, but that there is a need for items that are approved, funded and scheduled, but that will not be immediately available, to be documented through gray boxes.  Mr. Gresham proposed that RMS and COPS, in conjunction with ERCOT Market Rules, determine the status of gray boxes in Protocol sections that remain to be nodalized and remove gray boxes from Nodal Protocols if possible.  

Mr. Dreyfus requested that the item be posted for a vote at the April 2008 TAC meeting.  
ERCOT Report – Program Update
Jerry Sullivan provided a Nodal Program update, and highlighted readiness efforts, the risk log and the recent IBM review.  Mr. Sullivan reported that scope is at “green” status, quality and schedule at “amber” and cost at “red” and introduced Eileen Hall to speak to unit testing.  Ms. Hall reviewed nodal test results per project, noting that penalties are based on severity and contract specifications; Ms. McClendon requested information on vendor trends at the April 2008 TAC meeting.  
Ms. Sullivan would not say that a perfect system would be delivered, but that issues are being tracked, and that quality is discussed at length in TPTF and weekly assurance group meetings.  Market Participants requested that presentations be provided before the day of the meeting, and questioned whether gray boxing would affect scope status. Mr. Sullivan noted that experienced staff had been drained from the Project Management Office, but that those staffing issues were being addressed; and that gray boxed issues determined to be essential for go-live would push the scope to “red,” and to “amber” where go-live necessity is subjective.  Mr. Sullivan expressed 80% confidence in nodal go-live on December 1, 2008, barring further slippage.
WMS Report (see Key Documents)

Brad Belk provided an update on recent WMS activities.  Due to time constraints, consideration of the Nodal Congestion Revenue Rights (CRR) Naming Convention was deferred to the April 2008 TAC meeting.

Operations and Planning Reports
Transmission Project – Tyler Area
Jay Teixeira presented three transmission projects that will be recommended to the Board.  Mr. Teixeira noted that no objections were received during the stakeholder comment period.  No questions or objections were raised by TAC members.  Mr. Bruce noted that TAC would not be able to provide a formal endorsement due to a lack of quorum, and expressed the body’s appreciation for the information.
EECP of February 26, 2008

John Adams reported on the EECP event of February 26, 2008, adding that a full review of the event would be conducted at the March 2008 ROS meeting.  Market Participants expressed concern that some generators are not delivering according to their schedules; that cost causation should be considered; that Load is being made to pay for reliability mechanisms; that the Performance Disturbance Compliance Working Group (PDCWG) has not made a full review of the event, and that speculation should be avoided; and that penalizing uncontrollable resources is pointless.
Market Participants discussed the potential for the resurgence of the Reserve Discount Factor (RDF); that unannounced testing will severely penalize generators through limiting output levels; that wind forecasting remains the challenge; that there remains room for improvement in Load forecasting using available information; and that the recovery of emergency power increase charges will be a point of discussion going forward.
Competitive Renewable Energy Zones (CREZ) Study Status Report/GE Ancillary Service Study Overview
Dan Woodfin presented a CREZ Transmission Optimization (CTO) Study update and the GE Ancillary Service Study, noting that High-Voltage Direct Current (HVDC) and 765kV technologies are being given full consideration based on technical and economic merits; and that GE and AWS Truewind would be presenting at the March 17, 2008 Wind Workshop at ERCOT Austin.  Market Participants discussed that CREZ will soon be filed in the contested case (PUC Docket No. 33672); and questioned whether ERCOT Operations is comfortable with the assumptions in the GE study.  Mr. Woodfin replied ERCOT is comfortable with the GE study assumptions.
Adjournment
Mr. Bruce adjourned the meeting at 4:20 p.m.
� Key Documents referenced in these minutes may be accessed on the ERCOT website at:
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