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MEMORANDUM

	To:
	Registered Entities and ERCOT Market Participants

	From:
	Texas Regional Entity

	Date:
	February 16, 2009

	Re:
	NERC Load Serving Entity (LSE) Registration Update

Friday, February 27th  at 9:30 a.m. to 2:00 in Met Center Room 206A

	
	


The NERC LSE Registration Working Group (LSERWG) is meeting again, beginning Friday, February 27, 2009, to negotiate a Joint Registration Organization (JRO) agreement for the NERC Load Serving Entity (LSE) Function in the ERCOT region.  All interested NERC registered entities and market participants are encouraged to attend.

Background

FERC approved NERC’s proposed short-term LSE registration solution (to register all Distribution Providers (DPs) as LSEs) on October 16, 2008. Because several market participants and Texas RE filed comments, explaining the inability of certain independent DPs to perform certain LSE requirements under Texas law, FERC noted in its order that NERC could allow Texas RE flexibility with its LSE registrations until a long-term LSE solution was achieved.  Both NERC and FERC have also encouraged the JRO agreements to address the LSE responsibilities.  Texas RE sent notices to locate interested market participants who would help craft potential solutions that would (1) allow entities to be registered for only those NERC standards requirements for which they had control or were responsible for and (2) avoid concurrent registrations for the LSE Function.

The LSERWG was formed (with open informal membership and attendance) and began meeting in attempt to reach an interim LSE registration solution that would work in ERCOT until a long-term national solution could be approved.  The LSERWG worked to reach a general consensus regarding the type of ERCOT market participant that was responsible for most of the LSE standard requirements.  The goal was to divide the LSE responsibilities into two or three market participant segments on a consensus basis.  If a traditional JRO could not be reached by market participants, Texas RE would then seek NERC’s agreement that Texas RE could split the LSE registrations into two or three categories of market participants for specific LSE-applicable standard requirements – as a joint registration without agreement by the individual companies.  

Many of the individuals participating on the LSERWG did not agree that they were “load serving entities”, but they agreed to and did try to help craft a workable solution, based upon the specific LSE requirements.   A general consensus was reached by the LSERWG in December for most of the LSE requirements, as shown on the chart posted at http://www.ercot.com/committees/other/lserwg/.  

The LSERWG could not reach consensus with regard to responsibility for six (6) standards, on EOP-002 and MOD-017, 018, 019, 020, and 021. In December, the LSERWG determined that for these standards, the LSE requirements did not appear to be applicable to any registered entity or other market participant in the ERCOT region.  For this reason, individuals from the LSERWG and the Texas RE Standards Manager drafted Standard Authorization Requests (SARs)-005, 006, and 007, which seek to remove LSE applicability from these NERC standards.  These SARs were approved at the December 16, 2008 Reliability Standards Committee (RSC) meeting.  A standards drafting team (SDT) was selected and began working on the proposed standards.  

Texas RE has maintained communications with NERC on the LSE registration progress, to try to allow the ERCOT region to have additional time to register LSEs.  NERC and FERC have both monitored the progress on the SARs.  FERC staff indicated some concern about the nature of the proposed regional standards (removal of applicability of the LSE Function), but Texas RE thought that the SDT’s effort in carefully writing the justification for this removal would resolve the FERC staff concerns. 

New Issue 

During a January 27-28 Austin meeting of the NERC Regional Reliability Standards Working Group (consisting of reliability standards personnel from all regional entities, NERC, FERC staff and market participant guests), FERC staff indicated strong concern with the proposed SARs.  FERC staff stated that regional standards and variances should not remove any NERC Functions (such as LSE), because this could undercut the NERC Functional Model, and indicated that FERC would not likely approve any proposed regional standard or variance that sought to remove the applicability of a Function. FERC staff stated that the modifications sought by these SARs should be achieved by registration of appropriate entities (which might not be traditional load serving entities) for the specific standard requirements.  Staff from some of the other regional entities stated agreement with FERC staff.  The LSE SDT informed the RSC of this turn of events and requested that these SARs and proposed standards be put on hold while Texas RE began the process of determining if a joint agreement could be reached instead.  The RSC voted at its February 4 meeting to put these SARs on hold.

In order to achieve a prompt resolution of the LSE registration issues, including registration for standards EOP-002 and MOD-017, 018, 019, 020, and 021, the LSERWG is meeting again to determine if any agreement or consensus can be reached for registration for all LSE standards.  The goal is to obtain a JRO with all responsible entities.  This JRO will last until NERC implements long-term modifications to the LSE Function (which will likely occur in approximately 3 to 5 years.)

The LSERWG will seek to determine if consensus or agreement can be reached for EOP-002 and MOD-017, 018, 019, 020, and 021.  In addition, individuals who have attended the LSERWG have requested the ability to separate the standard requirement responsibilities into more detail than the consensus document.  (Texas RE understands that the primary motivation is to split the responsibilities listed on the chart as “TO” between TOs and DPs.) 

If most (but not all) responsible entities agree to a solution.  Texas RE will seek permission from NERC to file the JRO agreement for all agreeing market participants, setting forth the responsibilities of the signing parties.  For the remainder of the entities who did not signed on the JRO agreement, Texas RE will attempt to obtain permission from NERC to file a split registration for all non-agreeing,  but responsible parties.  If NERC does not allow this, Texas RE will seek permission to authorize the JRO for all agreeing parties and will concurrently register all remaining responsible entities.  

Texas RE has communicated the status of the LSE proposals to NERC, and NERC staff has informally agreed that Texas RE may give the LSERWG another 2 months to try to determine if a JRO can be agreed to by all or most applicable entities.   Individuals attending the LSERWG have worked together very well to reach consensus thus far; so, Texas RE remains hopeful that the responsible entities can achieve a JRO for the LSE function in the ERCOT region until a long-term national LSE solution is reached. 

All interested entities are invited to attend and participate in the LSERWG meetings, starting Friday, February 27, 2009 in room 206 B at Met Center.  
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