DRAFT
Protocol Revision Subcommittee (PRS) Meeting

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

Friday, April 1, 2011 – 9:30am
Attendance
Members:

	Bailey, Dan
	Garland Power and Light
	Via Teleconference

	Bevill, Rob
	Green Mountain Energy Company
	

	Burke, Tom
	Brazos Electric Power Cooperative
	

	Greer, Clayton
	Morgan Stanley
	

	Hancock, Tom
	Garland Power and Light
	Alt. Rep. for D. Bailey

	Jackson, Alice
	Occidental Chemical Corporation
	

	Morris, Sandy
	LCRA
	

	Ögelman, Kenan
	CPS Energy
	Alt. Rep. for D. Detelich

	Stephenson, Randa
	Luminant
	Alt. Rep. for H. Durrwachter

	Torrent, Gary
	OPUC
	

	Varnell, John
	Tenaska Power Services
	

	Walker, DeAnn
	CenterPoint Energy
	


Guests:

	Barnes, Bill
	J Aron
	Via Teleconference

	Basaran, Harika
	Austin Energy
	Via Teleconference

	Belk, Brad
	LCRA
	Via Teleconference

	Bevill, Jennifer
	AEP
	

	Brandt, Adrianne
	Austin Energy
	

	Brown, Jeff
	Shell Energy
	Via Teleconference

	Carlson, Trent
	JP Morgan
	Via Teleconference

	Clemenhagen, Barbara
	Topaz Power
	Via Teleconference

	Cochran, Seth
	DC Energy
	

	Comstock, Read
	Direct Energy
	

	Detelich, David
	CPS Energy
	Via Teleconference

	English, Rock
	Luminant
	Via Teleconference

	Firestone, Joel
	Direct Energy
	Via Teleconference

	Frazier, Amanda
	Luminant
	

	Gilchrist, Craig
	DTE Energy
	Via Teleconference

	Goff, Eric
	Reliant
	

	Grimes, Mike
	Horizon Wind Energy
	Via Teleconference

	Helton, Bob
	IPA-GDF-Suez
	

	Jackson, Alice
	Occidental Chemical
	Via Teleconference

	Jackson, Tom
	Austin Energy
	Via Teleconference

	Jones, Brad
	Luminant
	

	Jones, Liz
	Oncor
	

	Jones, Randy
	Calpine
	

	Kolodziej, Eddie
	Customized Energy Solutions
	Via Teleconference

	Lange, Nathan
	DC Energy
	Via Teleconference

	Looney, Sherry
	Luminant
	Via Teleconference

	McPhee, Eileen
	City of Eastland
	

	Minton, Joel
	DTE Energy
	

	Muñoz, Manuel
	CenterPoint Energy
	Via Teleconference

	Palani, Ananth
	Optim Energy
	Via Teleconference

	Priestley, Vanus
	Macquarie
	

	Rowe, Evan
	PUCT
	

	Sandidge, Clint
	Noble Solutions
	Via Teleconference

	Shah, Harini
	DTE Energy
	Via Teleconference

	Siddiqi, Shams
	LCRA
	

	Stanford, Leonard
	CPS Energy
	Via Teleconference

	Starr, Lee
	BTU
	Via Teleconference

	Stewart, Roger
	LCRA
	

	Swann, Mark
	Keystone Energy Partners
	Via Teleconference

	Tronche, John-Laurent
	Platts
	Via Teleconference

	Whittington, Pam
	PUCT
	

	Whittle, Brandon
	DB Energy Trading
	

	Wittmeyer, Bob
	Consumers
	

	Woodard, Stacey
	LCRA
	Via Teleconference


ERCOT Staff:

	Albracht, Brittney
	
	

	Bauld, Mandy
	
	Via Teleconference

	Boren, Ann
	
	

	Bridges, Stacy
	
	Via Teleconference

	Cleary, Mike
	
	

	Clifton, Suzy
	
	Via Teleconference

	Dumas, John
	
	

	Hobbs, Kristi
	
	

	House, Donald
	
	Via Teleconference

	Kasparian, Ken
	
	Via Teleconference

	Landin, Yvette
	
	Via Teleconference

	Madden, Terry
	
	Via Teleconference

	Magness, Bill
	
	

	Mereness, Matt
	
	

	Morgan, Richard
	
	

	Peljto, Haso
	
	Via Teleconference

	Ragsdale, Kenneth
	
	Via Teleconference

	Reedy, Steve
	
	

	Roark, Dottie
	
	Via Teleconference

	Seely, Chad
	
	

	Smallwood, Aaron
	
	Via Teleconference

	Spangler, Bob
	
	Via Teleconference

	Thompson, Chad
	
	Via Teleconference

	Tucker, Carrie
	
	Via Teleconference

	Zhang, Yang
	
	Via Teleconference


Unless otherwise indicated, all Market Segments were present for a vote.
PRS Chair Sandy Morris called the meeting to order at 9:30 a.m. 
Antitrust Admonition
Ms. Morris directed attention to the Antitrust Admonition, which was displayed.  A copy of the Antitrust Guidelines was available for review.  
Review of Nodal Protocol Revision Requests (NPRRs) Language (see Key Documents)
NPRR342, Notification and Actions to Address Outcomes Inconsistent With Efficient Operation of the ERCOT Market

Clayton Greer moved to grant NPRR342 Urgent status.  Randa Stephenson seconded the motion.  The motion carried unanimously.

ERCOT Staff explained that NPRR342 was in response to discussions at the March 22, 2011 ERCOT Board meeting regarding the de-energized bus issue that was producing inefficient market outcomes and may require a price correction and resettlement.    ERCOT Staff reported that NPRR342 would allow ERCOT, in consultation with the Independent Market Monitor (IMM) and Public Utility Commission of Texas (PUCT) Staff, to notify the market of situations that were not technically violations of the Nodal Protocols but are producing inefficient market outcomes, and establish mechanisms to correct prices or resettle, pending ERCOT Board approval.  

Ms. Stephenson offered that Luminant supports what ERCOT is trying to accomplish with NPRR342, but offers alternate language; Ms. Stephenson reviewed the 4/1/11 Luminant comments to NPRR342.  Eric Goff expressed concern with NPRR342 as filed and reviewed the 3/21/11 Reliant Energy comments.  Vanus Priestley expressed concern that NPRR342 as filed expands the standard for resettlement to include a very broad standard of inefficient market outcomes; that the market would have no certainty that the Settlement Statement is accurate; and that a host of accounting and investment problems would result.  Market Participants discussed the implications of a six-month look-back for resettlement; impacts to financial uncertainty; that inefficient market issues should have been contemplated before Nodal Go-Live as a likely part of Nodal Stabilization; and that any mechanisms should have a sunset provision in the Nodal Protocols, rather than granting ERCOT latitude in perpetuity.
Rob Bevill moved to recommend approval of NPRR342 as amended by the 4/1/11 Luminant comments and as revised by PRS.  Mr. Priestley seconded the motion.  Market Participants discussed preservation of due process and the current dispute, resettlement, and appeal process; that parties that are likely to benefit from a design flaw or a market anomaly are unlikely to enter into the Alternative Dispute Resolution (ADR) process; whether elements of the proposed language attempt to legislate against unforeseeable actions; that a Notice of inefficient market outcomes does not imply a violation of Nodal Protocols or PUCT rules; and the possibility that ERCOT might supply data and offer an opinion, but that a judgment of inefficiency should be left to the IMM.  
Kenan Ögelman moved to table the motion until after the lunch recess.  Mr. Greer seconded the motion.  The motion carried unanimously.  

Upon return, Market Participants discussed further proposed revisions to NPRR342, including the specific definition of efficient operation of the market; that the ERCOT Chief Executive Officer would provide Notice to the market of inefficiencies in the market, after consultation with IMM and PUCT Staff; the codification of corrective measures available to ERCOT; and protection from resettlement occurring after the appeal authority has been used or has expired.  Mr. Priestley expressed concern that the revised language grants ERCOT the authority to alter the rules ex post facto, and suggested that paragraphs (e), (f) and (g) of P.U.C. Subst. R. 25.503, Oversight of Wholesale Market Participants, should be referenced, with the caveat that the affirmative defense allowed in paragraph (h) may be raised. 

Market Participants debated whether an affirmative defense may be raised; the legitimacy of activity that produces inefficient outcomes by exploiting a design flaw; whether certain language would result in transferring enforcement authority from PUCT to ERCOT; whether corrective actions should apply retroactively or only from the point of Notice; and whether proposed language was overreaching in granting ERCOT authority to cease activity not in direct violation of the Nodal Protocols or PUCT rules.  Mr. R. Bevill withdrew his motion, observing that the revisions offered during discussion significantly altered NPRR342 language.

Mr. Priestley moved to recommend approval of NPRR342 as revised by PRS.  Mr. Greer seconded the motion.  Market Participants discussed that Entities may take any number of allowable actions that could be said not to contribute to the efficiency of the market; that caution should be exercised in employing “cease and desist” language; and that the ERCOT Board, not ERCOT Staff, will make final determinations as to resettlement.  Mr. Greer withdrew his second to the motion.

Mr. Ögelman moved to recommend approval of NPRR342 as amended by the 4/1/11 Luminant Energy comments and as revised by PRS with a proposed effective date of “Upon ERCOT Board Approval” and to forward NPRR342 to TAC.  Adrianne Brandt seconded the motion.  Market Participants discussed the implications of a 90-day look-back from the point of Notice for resettlement; and that the PUCT may instruct resettlement further back than 90 days.  ERCOT Staff agreed that NPRR342 is a significant change to market operations but is needed to address current issues; noted that it is anticipated that systems and the market will continue to evolve; and reiterated that the ERCOT Board will ultimately determine the form of NPRR342.  
Mr. Ögelman moved to call for the question.  DeAnn Walker seconded the motion.  There were no objections.  
The motion to recommend approval of NPRR342 as amended by the 4/1/11 Luminant Energy comments and as revised by PRS with a proposed effective date of “Upon ERCOT Board Approval”, and to forward NPRR342 to TAC, carried on roll call vote.  (Please see ballot posted with Key Documents.)
NPRR343, CRR Bid and PTP Obligation Bid Criteria Change
Steve Reedy reviewed proposed NPRR343 language; noted that some discussion of the issue had been held at the Wholesale Market Subcommittee (WMS); and emphasized that NPRR343 is intended to eliminate Congestion Revenue Rights (CRRs) where there is no reasonable possibility of a binding constraint between the source and sink Settlement Points.  Mr. Reedy added that a similar issue exists in the Day-Ahead Market (DAM) with Point-to-Point (PTP) Obligations; and that the term “station” does not mean a physical station in the ERCOT network model.   

Market Participants discussed that this issue does not exist in other markets, as modeling is not down to this degree of granularity; and whether intent language might be included to prohibit the combination of bids and offers that have the net effect as a single CRR between two Electrically Similar Settlement Points.  Mr. Greer opined that much would be corrected if NPRR343 were to be implemented along with a form of NPRR342.  Mr. Reedy reiterated that NPRR343 is intended to prevent parties from purchasing either CRR or PTP Obligations or positions that are difficult to price because they do not cost anything because of being electrically similar in the CRR Auction model, but in the Settlement model can pay out because they become electrically different.  Shams Siddiqi opined that intent language should be captured in the NPRR; Mr. Greer countered that intent language is not included in the Nodal Protocols, and that every possibility cannot be anticipated.  
Ms. Stephenson moved to grant NPRR343 Urgent status.  Mr. Greer seconded the motion.  The motion carried unanimously.

Ms. Stephenson moved to table NPRR343 briefly in order to develop revised language.  Mr. Ögelman seconded the motion.  The motion carried unanimously.

Matt Mereness presented revised NPRR343 language.

Mr. Greer moved to recommend approval of NPRR343 as revised by PRS; and to recommend a priority of High and a rank of 13.1 for the grey-boxed language; and to forward NPRR343 to TAC.  Mr. Ögelman seconded the motion.  Troy Anderson reviewed the draft Cost Benefit Analysis for NPRR343; Mr. Reedy observed that the estimates were fairly conservative.  Market Participants discussed that the market has already experienced congestion rents where no congestion occurred; that the short-term manual solution will not adversely affect other projects; and that the long-term automated solution will be more accurate and based on Outages.  Ms. Walker added that NPRR343 should be funded as part of Nodal stabilization.  The motion carried unanimously.
Review Cost Benefit Analyses for NPRRs for TAC (see Key Documents)
Troy Anderson presented draft Cost Benefit Analyses.
NPRR310, Expand Output Schedule Acceptable Range to Include HSL and LSL
Mr. Anderson reviewed the calculation approach for the draft Cost Benefit Analysis.

Mr. Ögelman moved to endorse the draft revised Cost Benefit Analysis as presented to PRS.  Mr. Greer seconded the motion.  The motion carried unanimously.

NPRR316, Negative Self-Arranged Ancillary Services – Urgent
Mr. Goff reviewed cost benefit calculations for NPRR316.  Ms. A. Jackson expressed concern that prices might actually increase.  Mr. Greer added that the most efficient units should be allowed to run.  Kristi Hobbs reminded Market Participants that NPRR316 was on an Urgent timeline and was sent by PRS to TAC without impact assessments; that the Cost Benefit Analysis is being presented to PRS because it is assembled for a special meeting; that should PRS determine to vote on the item, the vote would be registered as PRS comments; and that interested Market Participants may file individual comments as well.  
Mr. Greer moved to endorse the draft Cost Benefit Analysis as presented to PRS.  Mr. Ögelman seconded the motion.  The motion carried with two abstentions from the Consumer and Investor Owned Utility (IOU) Market Segments.

NPRR320, Minimum PTP Option Bid and Settlement (Formerly “Minimum PTP Options Bids and CRR Auction Fees”) – Urgent
Mr. Anderson opined that if implemented, NPRR320 could yield a one percent increase in revenue.  Seth Cochran expressed concern that other revisions addressed issues covered in NPRR320 and the item is duplicative.

Gary Torrent moved to endorse the draft revised Cost Benefit Analysis as presented to PRS.  Mr. R. Bevill seconded the motion.  The motion carried with one objection from the Independent Power Marketer (IPM) Market Segment.

NPRR329, Correct Security Classification Changes for Extracts/Reports – Urgent
Market Participants discussed that the Market Information System User Group (MISUG) requested additional calculations from ERCOT Staff and might submit comments after receiving the requested information.  Ms. Walker opined that PRS should consider completed impact assessments before forwarding an opinion to TAC.  Mr. Ögelman observed that absent NPRR329, interested parties unable to acquire Digital Certificates would not have direct access to data.  Mr. Goff suggested that consideration might be given Entities paying for Digital Certificates and cost causation.  Mr. Ögelman moved to endorse the draft revised Cost Benefit Analysis as presented to PRS.  Mr. Torrent seconded the motion.  The motion carried unanimously.
NPRR335, TSP Request for Interval Data – Urgent
PRS took no action on this item.
NPRR339, Modifications to Heuristic Rules to Determine LMP at De-energized Electrical Bus and Treatment of CRR Offers at De-energized Settlement Points – Urgent

Ms. Walker moved to endorse the draft Cost Benefit Analysis as presented to PRS.  Mr. Ögelman seconded the motion.  The motion carried unanimously.

NPRR341, Remove Ancillary Service Offers from SASM that do not Meet the Lead Time – Urgent
Mr. Ögelman moved to endorse the draft revised Cost Benefit Analysis as presented to PRS.  Mr. Torrent seconded the motion.  The motion carried unanimously.

Adjournment

Ms. Morris adjourned the April 1, 2011 Special PRS meeting at 3:50 p.m.
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