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MEMORANDUM

	To:
	Distribution Providers, Qualified Scheduling Entities, and Retail Electric Providers 

	From:
	Texas Regional Entity

	Date:
	October 22, 2008

	Re:
	Meeting to discuss NERC Registration for Load Serving Entity Obligations
Friday, October 24th at 10 a.m. to noon in Met Center Room 206A

	
	


Texas Regional Entity (Texas RE) would like to (quickly) form a working group to provide us with input regarding the registration of market participants as Load Serving Entities (LSEs) in the ERCOT region (in response to the Federal Energy Regulatory Commission (FERC) Order issued on October 16, 2008).  We desire input from interested market entities, including Distribution Providers (DPs), Qualified Scheduling Entities (QSEs), Retail Electric Providers (REPs) and Electric Reliability Council of Texas, Inc. (since ERCOT is the Reliability Coordinator and Balancing Authority), but we would prefer to keep the working group relatively small (10 people if possible) to better facilitate a productive discussion on options for obtaining compliant LSE registrations.  We have set a first meeting to discuss this topic for Friday, October 24th at 10 a.m. to noon in Met Center Room 206A.  No action will be taken at this meeting, and we expect to have additional meetings on this topic.  We would like to receive written comments from any interested market entity. Please send your comments to us at NERCRegistration@texasre.org.  The agenda and materials for Friday’s meeting will be posted on the ercot.com calendar later today.
As most of you know, the identity of the appropriate entities to be registered as LSEs under the North American Electric Reliability Corporation (NERC) Statement of Compliance Registry Criteria Version 5.0 (Registry Criteria) has been contested in FERC Docket Nos. RC07-4-003, RC07-6-003, and RC07-07-003.  The NERC Registry Criteria defines an LSE as an entity that “[s]ecures energy and transmission service (and related interconnected operations services) to serve the electric demand and energy requirements of its end-use customers.)   Because of this dispute, NERC proposed, as a short-term solution to avoid reliability gaps (until a longer-term solution could be crafted and implemented) that DPs be registered as LSEs.  Specifically, Section III.a.4 of the Registry Criteria (located at: http://www.nerc.com/files/Statement_Compliance_Registry_Criteria-V5-0.pdf) states:

“Distribution providers registered under the criteria in III.b.1 or III.b.2 will be registered as a load serving entity (LSE) for all load directly connected to their distribution facilities. [Exclusion: A distribution provider will not be registered based on this criterion if responsibilities for compliance with approved NERC reliability standards or associated requirements including reporting have been transferred by written agreement to another entity that has registered for the appropriate function for the transferred responsibilities, such as a load-serving entity, balancing authority, transmission operator, G&T cooperative, or joint action agency as described in Sections 501 and 507 of the NERC Rules of Procedure.]” 
FERC’s October 16, 2008 Order approves NERC’s proposed short-term solution for LSE registration (http://www.nerc.com/files/OrderApprovingComplianceRegistryCriteriaV5.0.pdf), thus requiring that Distribution Providers (DPs) be registered as LSEs. 

In the ERCOT region, because of the deregulated market, there are certain LSE requirements that a DP which is not a part of a vertically integrated utility cannot fully perform.  It appears that QSEs and/or REPs and/or ERCOT must perform certain of the LSE requirements in the ERCOT region.  Texas RE and several market participants filed comments with FERC, explaining some of the issues and potential gaps that would be caused if only DPs were registered as LSEs in the ERCOT region.  FERC’s Order encourages joint registration in the ERCOT region and provides that we may have some flexibility for alternative registration approaches (other than concurrent registration) for the LSE function: 

“Further, NERC has indicated a willingness to work with entities to resolve issues through joint arrangements. Likewise, NERC has acknowledged the registration concerns unique to ERCOT’s market structure and has committed to quickly resolving the matter through joint arrangements or working with the Regional Entity to develop other solutions.”  

Texas RE appreciates your consideration of this matter and looks forward to obtaining your input, comments, and suggestions regarding registration for the LSE function.  We would like to encourage agreed joint registrations to the extent possible, to limit the extent of required concurrent registration.   
To start the discussion, we have attached a chart below, which reflects our understanding of LSE requirements that a DP might not be able to fully perform.  A chart of all LSE requirements (FERC-Approved Mandatory NERC Standards by Function with Violation Risk Factors) is attached and will be located on the ercot.com calendar for this meeting. We want to hear reaction and comments from QSEs, REPs, DPs, ERCOT, or interested other market entities so we can understand the modifications entities believe should be made.  We look forward to discussing this with you.
	Standard Number
	Req. Number
	Text of Requirement
	Registered Entity

	BAL-005-0
	R1.
	All generation, transmission, and load operating within an Interconnection must be included within the metered boundaries of a Balancing Authority Area.
	DP

QSE/REP

	BAL-005-0
	R1.3.
	Each Load-Serving Entity with load operating in an Interconnection shall ensure that those loads are included within the metered boundaries of a Balancing Authority Area.
	DP

QSE/REP

	CIP-001-1
	R1.
	Each Reliability Coordinator, Balancing Authority, Transmission Operator, Generator Operator, and Load-Serving Entity shall have procedures for the recognition of and for making their operating personnel aware of sabotage events on its facilities and multi site sabotage affecting larger portions of the Interconnection.
	DP and QSE/REP

	CIP-001-1
	R2.
	Each Reliability Coordinator, Balancing Authority, Transmission Operator, Generator Operator, and Load-Serving Entity shall have procedures for the communication of information concerning sabotage events to appropriate parties in the Interconnection.
	DP and QSE/REP

	CIP-001-1
	R3.
	Each Reliability Coordinator, Balancing Authority, Transmission Operator, Generator Operator, and Load-Serving Entity shall provide its operating personnel with sabotage response guidelines, including personnel to contact, for reporting disturbances due to sabotage events.
	DP and QSE/REP

	CIP-001-1
	R4.
	Each Reliability Coordinator, Balancing Authority, Transmission Operator, Generator Operator, and Load-Serving Entity shall establish communications contacts, as applicable, with local Federal Bureau of Investigation (FBI) or Royal Canadian Mounted Police (RCMP) officials and develop reporting procedures as appropriate to their circumstances.
	DP and QSE/REP

	CIP-002-1 through 
CIP-009-1
	
	SEE LSE SPREADSHEET FOR DETAIL
	DP and QSE/REP (each for its facility/call center)

	EOP-002-2
	R9.
	When a Transmission Service Provider expects to elevate the transmission service priority of an Interchange Transaction from Priority 6 (Network Integration Transmission Service from Non-designated Resources) to Priority 7 (Network Integration Transmission Service from designated Network Resources) as permitted in its transmission tariff (See Attachment 1-IRO-006-0 “Transmission Loading Relief Procedure” for explanation of Transmission Service Priorities):
	NA in ERCOT

	EOP-002-2
	R9.1.
	The deficient Load-Serving Entity shall request its Reliability Coordinator to initiate an Energy Emergency Alert in accordance with Attachment 1-EOP-002-0.
	NA in ERCOT

	EOP-004-1
	R2.
	A Reliability Coordinator, Balancing Authority, Transmission Operator, Generator Operator or Load-Serving Entity shall promptly analyze Bulk Electric System disturbances on its system or facilities.
	DP and QSE/REP

	EOP-004-1
	R3.
	A Reliability Coordinator, Balancing Authority, Transmission Operator, Generator Operator or Load-Serving Entity experiencing a reportable incident shall provide a preliminary written report to its Regional Reliability Organization and NERC.
	DP and QSE/REP

	EOP-004-1
	R3.1.
	The affected Reliability Coordinator, Balancing Authority, Transmission Operator, Generator Operator or Load-Serving Entity shall submit within 24 hours of the disturbance or unusual occurrence either a copy of the report submitted to DOE, or, if no DOE report is required, a copy of the NERC Interconnection Reliability Operating Limit and Preliminary Disturbance Report form.  Events that are not identified until some time after they occur shall be reported within 24 hours of being recognized.
	DP and QSE/REP

	EOP-004-1
	R3.2.
	Applicable reporting forms are provided in Attachments 022-1 and 022-2.
	DP and QSE/REP

	EOP-004-1
	R3.3.
	Under certain adverse conditions, e.g., severe weather, it may not be possible to assess the damage caused by a disturbance and issue a written Interconnection Reliability Operating Limit and Preliminary Disturbance Report within 24 hours.  In such cases, the affected Reliability Coordinator, Balancing Authority, Transmission Operator, Generator Operator, or Load-Serving Entity shall promptly notify its Regional Reliability Organization(s) and NERC, and verbally provide as much information as is available at that time.  The affected Reliability Coordinator, Balancing Authority, Transmission Operator, Generator Operator, or Load-Serving Entity shall then provide timely, periodic verbal updates until adequate information is available to issue a written Preliminary Disturbance Report.
	DP and QSE/REP

	EOP-004-1
	R3.4.
	If, in the judgment of the Regional Reliability Organization, after consultation with the Reliability Coordinator, Balancing Authority, Transmission Operator, Generator Operator, or Load-Serving Entity in which a disturbance occurred, a final report is required, the affected Reliability Coordinator, Balancing Authority, Transmission Operator, Generator Operator, or Load-Serving Entity shall prepare this report within 60 days.  As a minimum, the final report shall have a discussion of the events and its cause, the conclusions reached, and recommendations to prevent recurrence of this type of event.  The report shall be subject to Regional Reliability Organization approval.
	DP and QSE/REP

	IRO-001-1
	R8.
	Transmission Operators, Balancing Authorities, Generator Operators, Transmission Service Providers, Load-Serving Entities, and Purchasing-Selling Entities shall comply with Reliability Coordinator directives unless such actions would violate safety, equipment, or regulatory or statutory requirements.  Under these circumstances, the Transmission Operator, Balancing Authority, Generator Operator, Transmission Service Provider, Load-Serving Entity, or Purchasing-Selling Entity shall immediately inform the Reliability Coordinator of the inability to perform the directive so that the Reliability Coordinator may implement alternate remedial actions.
	DP and QSE/REP

	IRO-005-2
	R13.
	Each Reliability Coordinator shall ensure that all Transmission Operators, Balancing Authorities, Generator Operators, Transmission Service Providers, Load-Serving Entities, and Purchasing-Selling Entities operate to prevent the likelihood that a disturbance, action, or non-action in its Reliability Coordinator Area will result in a SOL or IROL violation in another area of the Interconnection.  In instances where there is a difference in derived limits, the Reliability Coordinator and its Transmission Operators, Balancing Authorities, Generator Operators, Transmission Service Providers, Load-Serving Entities, and Purchasing-Selling Entities shall always operate the Bulk Electric System to the most limiting parameter.
	RC (1st sentence) DP and QSE/REP (2nd sentence)

	MOD-017-0
	R1.
	The Load-Serving Entity, Planning Authority, and Resource Planner shall each provide the following information annually on an aggregated Regional, subregional, Power Pool, individual system, or Load-Serving Entity basis to NERC, the Regional Reliability Organizations, and any other entities specified by the documentation in Standard MOD-016-1_R 1.
	DP

	MOD-017-0
	R1.1.
	Integrated hourly demands in megawatts (MW) for the prior year.
	DP

	MOD-017-0
	R1.2.
	Monthly and annual peak hour actual demands in MW and Net Energy for Load in gigawatthours (GWh) for the prior year.
	DP

	MOD-017-0
	R1.3.
	Monthly peak hour forecast demands in MW and Net Energy for Load in GWh for the next two years.
	DP

	MOD-017-0
	R1.4.
	Annual Peak hour forecast demands (summer and winter) in MW and annual Net Energy for load in GWh for at least five years and up to ten years into the future, as requested.
	DP

	TOP-002-2
	R3.
	Each Load-Serving Entity and Generator Operator shall coordinate (where confidentiality agreements allow) its current-day, next-day, and seasonal operations with its Host Balancing Authority and Transmission Service Provider.  Each Balancing Authority and Transmission Service Provider shall coordinate its current-day, next-day, and seasonal operations with its Transmission Operator.
	DP and QSE/REP

	TOP-002-2
	R18.
	Neighboring Balancing Authorities, Transmission Operators, Generator Operators, Transmission Service Providers, and Load-Serving Entities shall use uniform line identifiers when referring to transmission facilities of an interconnected network.
	DP

	INT-001-3
	R1.
	The Load-Serving, Purchasing-Selling Entity shall ensure that Arranged Interchange is submitted to the Interchange Authority for:
	QSE/REP

	INT-001-3
	R1.1.
	All Dynamic Schedules at the expected average MW profile for each hour.
	QSE/REP

	IRO-005-2
	R17.
	When an IROL or SOL is exceeded, the Reliability Coordinator shall evaluate the local and wide-area impacts, both real-time and post-contingency, and determine if the actions being taken are appropriate and sufficient to return the system to within IROL in thirty minutes. If the actions being taken are not appropriate or sufficient, the Reliability Coordinator shall direct the Transmission Operator, Balancing Authority, Generator Operator, or Load-Serving Entity to return the system to within IROL or SOL.
	NA for LSE (RC)

	MOD-004-0
	R1.4.
	Require that CBM be preserved only on the Transmission Service Provider’s System where the Load-Serving Entity’s Load is located (i.e., CBM is an import quantity only).
	Not in ERCOT [Regional Variance or Standard needed]

	MOD-004-0
	R1.5.
	Describe the inclusion or exclusion rationale for generation resources of each Load-Serving Entity including those generation resources not directly connected to the Transmission Service Provider’s system but serving Load-Serving Entity loads connected to the Transmission Service Provider’s system.
	Not in ERCOT [Regional Variance or Standard needed]

	MOD-004-0
	R1.9.
	Describe the inclusion or exclusion rationale for the loads of each Load-Serving Entity, including interruptible demands and buy-through contracts (type of service contract that offers the customer the option to be interrupted or to accept a higher rate for service under certain conditions).
	Not in ERCOT
[Regional Variance or Standard needed] 
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