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 1                   TRANSCRIPT OF PROCEEDINGS

 2                          BEFORE THE

 3              PUBLIC UTILITY COMMISSION OF TEXAS

 4                         AUSTIN, TEXAS

 5   

 6   

 7   

 8   

     IN THE MATTER OF THE OPEN MEETING)

 9   OF WEDNESDAY, AUGUST 3, 2011     )

10   

11   

12   

13   

14   

15   

16   

17                 BE IT REMEMBERED THAT AT approximately

18   9:30 a.m., on Wednesday, the 3rd day of August 2011, the

19   above-entitled matter came on for hearing at the Public

20   Utility Commission of Texas, 1701 North Congress Avenue,

21   William B. Travis Building, Austin, Texas,

22   Commissioners' Hearing Room, before DONNA L. NELSON,

23   CHAIRMAN, and KENNETH W. ANDERSON, JR., COMMISSIONER;

24   and the following proceedings were reported by Lorrie A.

25   Schnoor, Certified Shorthand Reporter.
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 1                      AGENDA ITEM NO. 29

 2   INFRASTRUCTURE RELIABILITY, EMERGENCY MANAGEMENT,

     AND HOMELAND SECURITY MATTERS

 3   

 4                 CHAIRMAN NELSON:  Okay.  Ken, what I'd

 5   like to do today is start with ERCOT.  Bring up Item 29,

 6   Infrastructure Reliability.  Have ERCOT come up and give

 7   us a report about yesterday and the week to come.

 8                 And I would note that the high yesterday

 9   here was 107.  I know we have people sometimes watching

10   from other states, so let me tell them our enviable

11   records, or temperatures:  Abilene, 106; College

12   Station, 105 -- I'm only reading the ones that are

13   above -- 105 or above -- Dallas, 110; Laredo, 107;

14   Longview, 109; Waco, 109; Wichita Falls, 111.

15                 With that, Kent, I'll let you speak.

16                 (Laughter)

17                 MR. SAATHOFF:  Kent Saathoff with ERCOT.

18                 Well, the load numbers to go with those

19   temperature numbers, yesterday we set an all-time peak

20   of 67,951 megawatts.  That's over 2,000 megawatts higher

21   than the all-time peak we set last year.

22                 And we did have to declare our Energy

23   Emergency Alert Step 1 yesterday.  We do that when our

24   generation reserves fall below our required level of

25   2300 megawatts; and we were in that situation for about
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 1   four hours yesterday, from a little bit before 2:00 till

 2   6:00 p.m.  Our reserves never got below 2,000, so we

 3   were just in EEA Step 1.  However, we had pretty normal

 4   unit outages that we expect for this time of year

 5   yesterday, about 5 percent forced outage rate yesterday,

 6   which indicates that that level of demand, about 68,000,

 7   is about all we can handle with normal forced outage

 8   rates of units.

 9                 Today, we expect load to -- to be very

10   similar to yesterday, if not maybe a little higher.  At

11   8:30 this morning, we were returning about 300 megawatts

12   higher than we were at 8:30 yesterday morning.  Where

13   that continues in the afternoon depends on how hot it

14   gets this afternoon.  So I would expect that we will be

15   in EEA again this afternoon; and possibly, we might get

16   to Step 2, which is where we need to interrupt our load

17   resources that are part of our reserves.  So that's

18   essentially where we're at for today.

19                 And unfortunately, the weather doesn't

20   give us much of a break, particularly this week.  And

21   even into next week, even though the forecast don't have

22   the 107s and 110s, they're still in the low hundreds.

23   So that would be some relief, and we hope that it

24   occurs.

25                 CHAIRMAN NELSON:  Well, I've been looking
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 1   over the CDR reports that y'all came out with.  You did

 2   it -- redid it in May.  And I don't know that today is

 3   the time to talk about this, Ken, but I think we might

 4   look at revising the way we do the CDR, given that you

 5   use, as I understand it, what you consider to be the

 6   normal temperature for the summer.  Correct?  And I've

 7   always said normal is a setting on the dryer.

 8                 MR. SAATHOFF:  Yes.  Uh-huh.

 9                 CHAIRMAN NELSON:  And that's about all

10   it's good for.

11                 So since you used the normal temperature,

12   you know, it has to account for the CD -- the reserve

13   margin has to account for the extreme weather, it has to

14   account for forced outages, and it has to account for

15   variabilities in wind that we may not expect.  Correct?

16                 MR. SAATHOFF:  That's correct.

17                 CHAIRMAN NELSON:  So I think it might be

18   time for us to -- for the board --

19                 MR. SAATHOFF:  Uh-huh.

20                 CHAIRMAN NELSON:  -- to relook at that,

21   for the Commission to relook --

22                 MR. SAATHOFF:  Yeah.

23                 CHAIRMAN NELSON:  -- at that, and give

24   some guidance.

25                 COMM. ANDERSON:  I agree.  I also note,
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 1   though, that -- not though, but interesting is that wind

 2   is fortunately because of -- and this is one area where

 3   conservative forecasting, I think, helps on the wind

 4   side, is it's actually been carrying us through a bit

 5   because it's coming in 5 to 800 megawatts higher than

 6   forecasted; and that makes a big difference when you're

 7   hitting these kind of peaks.

 8                 MR. SAATHOFF:  Yes, that's correct.

 9   Yesterday, wind was between 1300 to 1800 megawatts, and

10   in our CDR, we only count on about 800 megawatts.  So

11   wind did help out yesterday.

12                 CHAIRMAN NELSON:  And the coastal wind is

13   really good because the --

14                 MR. SAATHOFF:  It's mainly due to the

15   coastal wind, yes.

16                 CHAIRMAN NELSON:  Ken, did you have any

17   other questions?

18                 COMM. ANDERSON:  I don't.

19                 CHAIRMAN NELSON:  We just are going to

20   count on you guys to keep the lights on and the air

21   conditioners running.

22                 MR. SAATHOFF:  We're certainly going to do

23   our best.

24                 CHAIRMAN NELSON:  Okay.

25                 COMM. ANDERSON:  I would note one thing,
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 1   that there were some outages in some of the urban areas.

 2   But they were in distribution utilities, and it was

 3   not --

 4                 MR. SAATHOFF:  Yes.

 5                 COMM. ANDERSON:  -- on account of the

 6   grid.

 7                 MR. SAATHOFF:  That's right.  The

 8   transmission system held up real well yesterday.

 9                 CHAIRMAN NELSON:  And, I guess, I'm

10   assuming we're at some increased risk as we go on and

11   these plants are -- generation resources are operating

12   day after day after day at, you know, peak to try to

13   meet the needs of -- electricity needs of Texans when

14   the temperatures are so high.

15                 MR. SAATHOFF:  That's right.  You know,

16   when the generator owners try to get as much as they can

17   out of generation, you have like two bleaks in plants

18   that eventually either derate them or they have to

19   repair them, and we're seeing a little higher unit

20   outage rate today than yesterday.  So --

21                 CHAIRMAN NELSON:  And when they have to

22   repair them, that's a forced outage and, you know, they

23   get them back on as soon as they can; but it can take

24   time.

25                 MR. SAATHOFF:  That's right.  Typically,
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 1   they'll try to take care of that on the weekends when

 2   loads are lower.  You know, however, loads haven't got

 3   all that much lower in the weekends with this type of

 4   weather.

 5                 CHAIRMAN NELSON:  Well, and one thing I'd

 6   like to talk to you about at some point over the next

 7   couple weeks is what happens when school starts back up.

 8                 MR. SAATHOFF:  Uh-huh.

 9                 CHAIRMAN NELSON:  I know most of the

10   schools in Texas are starting school back that week of

11   August 22nd, and my understanding is demand goes up.

12                 MR. SAATHOFF:    Yes, we really don't see

13   a step increase because -- they're -- not all schools

14   start up the same time.

15                 CHAIRMAN NELSON:  Okay.

16                 MR. SAATHOFF:  I know the schools in this

17   area are in that August 22nd time frame.  But really,

18   one or -- a couple degrees difference in temperature can

19   really make up for the school load.

20                 CHAIRMAN NELSON:  Okay.

21                 MR. SAATHOFF:  Temperature is really the

22   driver.

23                 COMM. ANDERSON:  Let me ask, refresh my

24   recollection, Kent, in the CDR study where you have an

25   estimated installed capacity number and load and what

0015

 1   you think the reserve -- what the delta is that

 2   constitutes the reserve margin in the report, do you net

 3   against that -- your expected forced outage rate?

 4                 MR. SAATHOFF:  No.  The installed capacity

 5   in the CDR is the installed capacity.

 6                 COMM. ANDERSON:  Well --

 7                 MR. SAATHOFF:  And the reserve margin is

 8   set to take care of the expected forced outage rate.

 9                 COMM. ANDERSON:  Plus the unexpected --

10                 MR. SAATHOFF:  Plus --

11                 COMM. ANDERSON:  -- loss of the largest

12   unit on the -- which my point being, this, again, goes

13   really to the point you made, that the -- I'm afraid the

14   CDR gives a false impression on how robust our margin is

15   because when you factor in the necessary reserve margin,

16   you need responsive reserve, the 2300 or so, you know --

17                 MR. SAATHOFF:  Uh-huh.

18                 COMM. ANDERSON:  -- plus the forced

19   outage -- the expected forced outage rate --

20                 MR. SAATHOFF:  Right.

21                 COMM. ANDERSON:  -- that margin

22   disappears -- what I'll call the real margin disappears

23   real fast.

24                 MR. SAATHOFF:  Yes, but when we set the

25   reserve margin, it is set to -- and the CDR is not a --
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 1   it's really not a forecast of what we think will happen.

 2   It's a probabilistic look at do we have enough reserves

 3   to meet the set reserve margin, which is supposed to

 4   take into account forced outages, loads higher than

 5   normal.  And I might mention the Generation Adequacy

 6   Task Force met Monday to discuss a lot of these very

 7   same issues.

 8                 CHAIRMAN NELSON:  And I think we're going

 9   to be taking that up further on in the agenda --

10                 COMM. ANDERSON:  Yeah.

11                 CHAIRMAN NELSON:  -- generation resource

12   planning.  But I do think we also need to look at the

13   CDR process, so -- and we can talk about that offline

14   and then kind of decide how to proceed and then move

15   forward.

16                 Okay.  Thank you.

17                 MR. SAATHOFF:  You're welcome.

18                      AGENDA ITEM NO. 22

19   PROJECT NO. 39622 - PUC PROCEEDING FOR A NEW

     FORM FOR AN APPLICATION FOR CHRONIC CONDITION OR

20   CRITICAL CARE RESIDENTIAL CUSTOMER STATUS

21                 CHAIRMAN NELSON:  At this point, Ken, if

22   it's okay with you, I think I'd like to call up Item 22,

23   and then we're just going go down the agenda.  And

24   that's the Project No. 39622.

25                 COMM. ANDERSON:  Okay.
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4 CHAI RVAN NELSON:  Okay. Ken, what |'d 5 use, as | understand it, what you consider to be the
5 like to do today is start with ERCOT. Bring up Item 29, 6 normal tenperature for the summer. Correct? And |'ve
6 Infrastructure Reliability. Have ERCOT cone up and give 7 always said normal is a setting on the dryer.
7 us a report about yesterday and the week to cone. 8 MR SAATHOFF:  Yes. Uh-huh.
8 And | would note that the high yesterday 9 CHAI RVAN NELSON:  And that's about all
9 here was 107. | know we have peopl e sonetimes watching 10 it's good for.
10 fromother states, so let nme tell themour enviable .
11 So since you used the normal tenperature,
11 records, or tenperatures: Abilene, 106; College i
12 you know, it has to account for the CD -- the reserve
12 Station, 105 -- I'monly reading the ones that are . .
13 margin has to account for the extreme weather, it has to
13 above -- 105 or above -- Dallas, 110; Laredo, 107;
14 account for forced outages, and it has to account for
14 Longvi ew, 109; Waco, 109; Wchita Falls, 111.
15 variabilities in wind that we may not expect. Correct?
15 Wth that, Kent, I'Il let you speak.
16 MR, SAATHOFF: That's correct.
16 (Laughter)
. 17 CHAI RMAN NELSON:  So | think it mght be
17 MR SAATHOFF: Kent Saathoff w th ERCOT.
18 Vel |, the load nunbers to go with those 18 time for us to -- for the board --
19 tenperature nunbers, yesterday we set an all-tine peak 19 VR SAATHCFF:  Un-huh.
20 of 67,951 megawatts. That's over 2,000 negawatts higher |20 CHAIRMAN NELSCN: -~ to relook at that,
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22 And we did have to declare our Energy 22 MR SAATHOFF:  Yeah.
23 Enmergency Alert Step 1 yesterday. W do that when our 23 CHAIRVAN NELSON:  -- at that, and give
24 generation reserves fall below our required |evel of 24 sone gui dance.
25 2300 negawatts; and we were in that situation for about 25 COVW ANDERSON: | agree. | also note,
10 12
1 four hours yesterday, froma little bit before 2:00 till 1 though, that -- not though, but interesting is that wi nd
2 6:00 p.m CQur reserves never got bel ow 2,000, so we 2 is fortunately because of -- and this is one area where
3 were just in EEA Step 1. However, we had pretty nornal 3 conservative forecasting, | think, helps on the w nd
4 unit outages that we expect for this time of year 4 side, is it's actually been carrying us through a bit
5 yesterday, about 5 percent forced outage rate yesterday, 5 because it's coming in 5 to 800 nmegawatts higher than
6 which indicates that that |evel of demand, about 68, 000, 6 forecasted; and that makes a big difference when you're
7 is about all we can handle with normal forced outage 7 hitting these kind of peaks.
8 rates of units. 8 MR SAATHOFF: Yes, that's correct.
9 Today, we expect load to -- to be very 9 Yesterday, wind was between 1300 to 1800 negawatts, and
10 sinmilar to yesterday, if not maybe a little higher. At 10 in our CDR, we only count on about 800 negawatts. So
11 8:30 this norning, we were returning about 300 negawatts 11 wind did hel p out yesterday.
12 higher than we were at 8:30 yesterday norning. Were 12 CHAI RVAN NELSON:  And the coastal wind is
13 that continues in the afternoon depends on how hot it 13 really good because the --
14 gets this afternoon. So | would expect that we will be 14 MR, SAATHOFF: It's mainly due to the
15 in EEA again this afternoon; and possibly, we m ght get 15 coastal wind, yes.
16 to Step 2, which is where we need to interrupt our |oad 16 CHAI RMAN NELSON:  Ken, did you have any
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18 essentially where we're at for today. 18 COVW ANDERSON: | don't.
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23 So that would be sone relief, and we hope that it 23 our best.
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1 that there were sone outages in sone of the urban areas. 1 you think the reserve -- what the delta is that
2 But they were in distribution utilities, and it was 2 constitutes the reserve margin in the report, do you net
3 not -- 3 against that -- your expected forced outage rate?
4 MR, SAATHOFF:  Yes. 4 MR SAATHOFF: No. The installed capacity
5 COMW ANDERSON: -- on account of the 5inthe CORis the installed capacity.
6 grid. 6 COVWM ANDERSON: Well --
7 MR SAATHOFF: That's right. The 7 MR, SAATHOFF: And the reserve nargin is
8 transmi ssion systemheld up real well yesterday. 8 set to take care of the expected forced outage rate.
9 CHAl RMAN NELSON:  And, | guess, |I'm 9 COMM ANDERSON: Pl us the unexpected --
10 assuming we're at sone increased risk as we go on and 10 MR SAATHOFF: Plus --
11 these plants are -- generation resources are operating 11 COW ANDERSON: -- loss of the |argest
12 day after day after day at, you know, peak to try to 12 unit on the -- which ny point being, this, again, goes
13 neet the needs of -- electricity needs of Texans when 13 really to the point you nmade, that the -- I'mafraid the
14 the tenperatures are so high. 14 CDR gives a false inpression on how robust our margin is
15 MR, SAATHOFF: That's right. You know, 15 because when you factor in the necessary reserve margin,
16 when the generator owners try to get as nmuch as they can 16 you need responsive reserve, the 2300 or so, you know --
17 out of generation, you have like two bleaks in plants 17 MR SAATHOFF:  Uh- huh.
18 that eventually either derate themor they have to 18 COMM  ANDERSON: -- plus the forced
19 repair them and we're seeing a little higher unit 19 outage -- the expected forced outage rate --
20 outage rate today than yesterday. So -- 20 MR SAATHOFF: Right.
21 CHAI RMAN NELSON:  And when they have to 21 COW ANDERSON:. -- that margin
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23 get them back on as soon as they can; but it can take 23 real fast.
24 tine. 24 MR SAATHOFF:  Yes, but when we set the
25 MR SAATHOFF: That's right. Typically, 25 reserve margin, it is set to -- and the CDRis not a --
14 16

1 they'll try to take care of that on the weekends when lit's really not a forecast of what we think w |l happen.
2 loads are lower. You know, however, |oads haven't got 2 It's a probabilistic | ook at do we have enough reserves
3 all that much lower in the weekends with this type of 3 to neet the set reserve margin, which is supposed to
4 weat her. 4 take into account forced outages, |oads higher than
5 CHAI RVAN NELSON: Wl |, and one thing I'd 5 normal. And | might nention the Generation Adequacy
6 like to talk to you about at sonme point over the next 6 Task Force net Monday to discuss a lot of these very
7 coupl e weeks is what happens when school starts back up. 7 sane issues.
8 MR SAATHOFF:  Uh- huh. 8 CHAI RVAN NELSON:  And | think we're going
9 CHAI RVAN NELSON: | know most of t he 9 to be taking that up further on in the agenda --
10 schools in Texas are starting school back that week of 10 COMM. ANDERSON: - Yeah.
11 August 22nd, and ny understanding i s demand goes up. 1 CHAIRVAN NELSON: -~ generation resource
12 MR SAATHORF: Yes, ve really don't see 12 planning. But | do think we also need to | ook at the
13 a step increase because -- they're -- not all schools 13 CDR process, so -- and ve can talk about that offline

14 and then kind of decide how to proceed and then nove
14 start up the sane tine.

15 forward.
15 CHAI RMAN NELSON:  Ckay.

16 Ckay. Thank you.
16 MR SAATHOFF: | know the schools in this 17 MR SAATHOEE:  You' re wel come.
17 area are in that August 22nd time frane. But really, 18 AGENDA | TEM NQ. 22
18 one or -- a couple degrees difference in tenperature can 19 PROJECT NO. 39622 - PUC PROCEEDI NG FOR A NEW
19 really make up for the school Ioad. FORM FOR AN APPLI CATI ON FOR CHRONI C CONDI TI ON OR
20 CHAIRVAN NELSON:  Ckay. 20 CRITICAL CARE RES| DENTI AL CUSTOMER STATUS
21 MR, SAATHOFF: Tenperature is really the 21 CHAI RVAN NELSON: At this point, Ken, if
22 driver. 22 it's okay with you, | think I'd like to call up Item 22,
23 COWM  ANDERSON: ~ Let ne ask, refresh ny 23 and then we're just going go down the agenda. And
24 recollection, Kent, in the CDR study where you have an 24 that's the Project No. 39622.

25

estimated installed capacity nunber and | oad and what

25

COW ANDERSON:  Ckay.
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TRANSCRI PT OF PROCEEDI NGS
BEFORE THE
PUBLI C UTI LI TY COW SSI ON OF TEXAS
AUSTI N, TEXAS

IN THE MATTER OF THE OPEN MEETI NG
OF WEDNESDAY, AUGUST 3, 2011 )

BE | T REMEMBERED THAT AT approxi nately
9:30 a.m, on Wdnesday, the 3rd day of August 2011, the
above-entitled matter cane on for hearing at the Public
Utility Comm ssion of Texas, 1701 North Congress Avenue,
WIlliamB. Travis Building, Austin, Texas,
Commi ssi oners' Hearing Room before DONNA L. NELSON,
CHAI RVAN, and KENNETH W ANDERSON, JR , COW SSI ONER
and the follow ng proceedi ngs were reported by Lorrie A

Schnoor, Certified Shorthand Reporter.
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PUC OPEN MEETI NG - | TEM 29 8/3/2011

AGENDA | TEM NO. 29
| NFRASTRUCTURE RELI ABI LI TY, EMERGENCY MANAGEMENT,
AND HOVELAND SECURI TY MATTERS

CHAI RVAN NELSON: Ckay. Ken, what |'d
|like to do today is start wwth ERCOT. Bring up Item 29,
Infrastructure Reliability. Have ERCOT cone up and give
us a report about yesterday and the week to cone.

And | would note that the high yesterday
here was 107. | know we have peopl e sonetines watchi ng
fromother states, so let ne tell them our enviable
records, or tenperatures: Abilene, 106; College
Station, 105 -- I'monly reading the ones that are
above -- 105 or above -- Dallas, 110; Laredo, 107;
Longvi ew, 109; Waco, 109; Wchita Falls, 111.

Wth that, Kent, 1'll |let you speak.

(Laughter)

MR. SAATHOFF: Kent Saat hoff w th ERCOT.

Well, the | oad nunbers to go with those
tenperature nunbers, yesterday we set an all-tine peak
of 67,951 negawatts. That's over 2,000 negawatts hi gher
than the all-tine peak we set |ast year.

And we did have to decl are our Energy
Emergency Alert Step 1 yesterday. W do that when our
generation reserves fall bel ow our required | evel of

2300 negawatts; and we were in that situation for about

KENNEDY REPCORTI NG SERVI CE, | NC.
512.474. 2233
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four hours yesterday, froma little bit before 2:00 till
6:00 p.m Qur reserves never got below 2,000, so we
were just in EEA Step 1. However, we had pretty norma
unit outages that we expect for this tine of year

yest erday, about 5 percent forced outage rate yesterday,
whi ch indicates that that |evel of demand, about 68, 000,
I s about all we can handle with normal forced outage
rates of units.

Today, we expect load to -- to be very
simlar to yesterday, if not maybe a little higher. At
8:30 this norning, we were returning about 300 negawatts
hi gher than we were at 8:30 yesterday norning. Were
that continues in the afternoon depends on how hot it
gets this afternoon. So | would expect that we will be
I n EEA again this afternoon; and possibly, we m ght get
to Step 2, which is where we need to interrupt our | oad
resources that are part of our reserves. So that's
essentially where we're at for today.

And unfortunately, the weather doesn't
give us nmuch of a break, particularly this week. And
even i nto next week, even though the forecast don't have
the 107s and 110s, they're still in the | ow hundreds.

So that would be sone relief, and we hope that it

occurs.

CHAI RMAN NELSON: Wl l, 1've been | ooking

KENNEDY REPCORTI NG SERVI CE, | NC.
512.474. 2233
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over the CDR reports that y'all canme out with. You did
it -- redid it in May. And | don't know that today is
the time to talk about this, Ken, but | think we m ght

| ook at revising the way we do the CDR, given that you
use, as | understand it, what you consider to be the
normal tenperature for the summer. Correct? And |I've
al ways said normal is a setting on the dryer.

MR. SAATHOFF: Yes. Unh- huh.

CHAI RMVAN NELSON:  And that's about all
it's good for.

So since you used the normal tenperature,
you know, it has to account for the CD -- the reserve
margi n has to account for the extrene weather, it has to
account for forced outages, and it has to account for
variabilities in wnd that we nay not expect. Correct?

MR. SAATHOFF: That's correct.

CHAIRVAN NELSON: So | think it m ght be
time for us to -- for the board --

MR SAATHOFF:  Uh- huh.

CHAI RMAN NELSON:  -- to relook at that,
for the Comm ssion to rel ook --

MR. SAATHOFF:  Yeabh.

CHAl RMAN NELSON:  -- at that, and give

sone gui dance.

COM ANDERSON: | agree. | also note,

KENNEDY REPCORTI NG SERVI CE, | NC.
512.474. 2233
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t hough, that -- not though, but interesting is that wnd
Is fortunately because of -- and this is one area where
conservative forecasting, | think, helps on the w nd

side, is it's actually been carrying us through a bit
because it's comng in 5 to 800 negawatts hi gher than
forecasted; and that nakes a big difference when you're
hitting these kind of peaks.

MR. SAATHOFF: Yes, that's correct.

Yest erday, w nd was between 1300 to 1800 negawatts, and
in our CDR, we only count on about 800 negawatts. So
wi nd did hel p out yesterday.

CHAI RVAN NELSON: And the coastal wind is
really good because the --

MR. SAATHOFF: It's mainly due to the
coastal w nd, vyes.

CHAl RVAN NELSON: Ken, did you have any
ot her questions?

COV™M ANDERSON: | don't.

CHAI RMVAN NELSON:  We just are going to
count on you guys to keep the lights on and the air
condi ti oners running.

MR. SAATHOFF: We're certainly going to do
our best.

CHAI RVAN NELSON:  Ckay.

COVW ANDERSON: | would note one thing,

KENNEDY REPCORTI NG SERVI CE, | NC.
512.474. 2233
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that there were sone outages in sone of the urban areas.
But they were in distribution utilities, and it was
not --

MR. SAATHOFF:  Yes.

COMWM ANDERSON: -- on account of the
grid.

MR. SAATHOFF: That's right. The
transm ssion systemheld up real well yesterday.

CHAl RMAN NELSON:  And, | guess, |I'm
assum ng we're at sone increased risk as we go on and
these plants are -- generation resources are operating
day after day after day at, you know, peak to try to
neet the needs of -- electricity needs of Texans when
the tenperatures are so high.

MR. SAATHOFF: That's right. You know,
when the generator owners try to get as nmuch as they can
out of generation, you have |like two bleaks in plants
that eventually either derate themor they have to
repair them and we're seeing a little higher unit
outage rate today than yesterday. So --

CHAI RMAN NELSON: And when they have to
repair them that's a forced outage and, you know, they
get them back on as soon as they can; but it can take
tinme.

MR. SAATHOFF: That's right. Typically,

KENNEDY REPCORTI NG SERVI CE, | NC.
512.474. 2233
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they'Il try to take care of that on the weekends when
| oads are lower. You know, however, |oads haven't got
all that nmuch ower in the weekends with this type of
weat her .

CHAl RVAN NELSON: Wl l, and one thing I'd
like to talk to you about at sone point over the next
coupl e weeks i s what happens when school starts back up.

MR SAATHOFF:  Uh- huh.

CHAI RVAN NELSON: | know nost of the
schools in Texas are starting school back that week of
August 22nd, and ny understandi ng i s demand goes up.

MR. SAATHOFF: Yes, we really don't see
a step increase because -- they're -- not all schools
start up the sane tine.

CHAI RVAN NELSON:  Ckay.

MR. SAATHOFF: | know the schools in this
area are in that August 22nd tinme frame. But really,
one or -- a couple degrees difference in tenperature can
really make up for the school | oad.

CHAl RVAN NELSON:.  Ckay.

MR. SAATHOFF:. Tenperature is really the
driver.

COVW ANDERSON: Let ne ask, refresh ny
recol l ection, Kent, in the CDR study where you have an

estimated installed capacity nunber and | oad and what

KENNEDY REPCORTI NG SERVI CE, | NC.
512.474. 2233
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you think the reserve -- what the delta is that
constitutes the reserve margin in the report, do you net
agai nst that -- your expected forced outage rate?

MR. SAATHOFF: No. The installed capacity
in the CORis the installed capacity.

COW ANDERSON:  Wel | --

MR. SAATHOFF: And the reserve margin is
set to take care of the expected forced outage rate.

COVM ANDERSON: Plus the unexpected --

MR. SAATHOFF: Plus --

COVM ANDERSON: -- |oss of the | argest
unit on the -- which ny point being, this, again, goes
really to the point you nade, that the -- I'mafraid the
CDR gives a false inpression on how robust our margin is
because when you factor in the necessary reserve nmargin,
you need responsive reserve, the 2300 or so, you know --

MR, SAATHOFF:  Unh- huh.

COVW ANDERSON: -- plus the forced
outage -- the expected forced outage rate --

MR. SAATHOFF: Right.

COVM ANDERSON. -- that margin
di sappears -- what |I'll call the real margi n di sappears
real fast.

MR. SAATHOFF: Yes, but when we set the
reserve margin, it is set to -- and the CDRis not a --

KENNEDY REPCORTI NG SERVI CE, | NC.
512.474. 2233
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it's really not a forecast of what we think will happen.
It's a probabilistic | ook at do we have enough reserves
to neet the set reserve margin, which is supposed to
take into account forced outages, |oads higher than
normal. And | m ght nmention the Generati on Adequacy
Task Force nmet Monday to discuss a |lot of these very
same issues.

CHAI RVAN NELSON: And | think we're going
to be taking that up further on in the agenda --

COVM ANDERSON:  Yeah.

CHAI RMAN NELSON: -- generation resource
pl anning. But | do think we also need to | ook at the
CDR process, so -- and we can talk about that offline
and then kind of decide how to proceed and then nove
forward

kay. Thank you.

MR. SAATHOFF:  You' re wel cone.

AGENDA | TEM NO. 22
PRQIECT NO. 39622 - PUC PROCEEDI NG FOR A NEW
FORM FOR AN APPLI CATI ON FOR CHRONI C CONDI TI ON OR
CRI TI CAL CARE RESI DENTI AL CUSTOVER STATUS

CHAI RMAN NELSON: At this point, Ken, if
it's okay with you, | think I1'"d like to call up Item 22,
and then we're just going go down the agenda. And
that's the Project No. 39622.

COVM ANDERSON: Ckay.

KENNEDY REPCORTI NG SERVI CE, | NC.
512.474. 2233
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          1                   TRANSCRIPT OF PROCEEDINGS



          2                          BEFORE THE



          3              PUBLIC UTILITY COMMISSION OF TEXAS



          4                         AUSTIN, TEXAS



          5



          6



          7



          8

              IN THE MATTER OF THE OPEN MEETING)

          9   OF WEDNESDAY, AUGUST 3, 2011     )



         10



         11



         12



         13



         14



         15



         16



         17                 BE IT REMEMBERED THAT AT approximately



         18   9:30 a.m., on Wednesday, the 3rd day of August 2011, the



         19   above-entitled matter came on for hearing at the Public



         20   Utility Commission of Texas, 1701 North Congress Avenue,



         21   William B. Travis Building, Austin, Texas,



         22   Commissioners' Hearing Room, before DONNA L. NELSON,



         23   CHAIRMAN, and KENNETH W. ANDERSON, JR., COMMISSIONER;



         24   and the following proceedings were reported by Lorrie A.



         25   Schnoor, Certified Shorthand Reporter.
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          1                      AGENDA ITEM NO. 29



          2   INFRASTRUCTURE RELIABILITY, EMERGENCY MANAGEMENT,

              AND HOMELAND SECURITY MATTERS

          3



          4                 CHAIRMAN NELSON:  Okay.  Ken, what I'd



          5   like to do today is start with ERCOT.  Bring up Item 29,



          6   Infrastructure Reliability.  Have ERCOT come up and give



          7   us a report about yesterday and the week to come.



          8                 And I would note that the high yesterday



          9   here was 107.  I know we have people sometimes watching



         10   from other states, so let me tell them our enviable



         11   records, or temperatures:  Abilene, 106; College



         12   Station, 105 -- I'm only reading the ones that are



         13   above -- 105 or above -- Dallas, 110; Laredo, 107;



         14   Longview, 109; Waco, 109; Wichita Falls, 111.



         15                 With that, Kent, I'll let you speak.



         16                 (Laughter)



         17                 MR. SAATHOFF:  Kent Saathoff with ERCOT.



         18                 Well, the load numbers to go with those



         19   temperature numbers, yesterday we set an all-time peak



         20   of 67,951 megawatts.  That's over 2,000 megawatts higher



         21   than the all-time peak we set last year.



         22                 And we did have to declare our Energy



         23   Emergency Alert Step 1 yesterday.  We do that when our



         24   generation reserves fall below our required level of



         25   2300 megawatts; and we were in that situation for about
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          1   four hours yesterday, from a little bit before 2:00 till



          2   6:00 p.m.  Our reserves never got below 2,000, so we



          3   were just in EEA Step 1.  However, we had pretty normal



          4   unit outages that we expect for this time of year



          5   yesterday, about 5 percent forced outage rate yesterday,



          6   which indicates that that level of demand, about 68,000,



          7   is about all we can handle with normal forced outage



          8   rates of units.



          9                 Today, we expect load to -- to be very



         10   similar to yesterday, if not maybe a little higher.  At



         11   8:30 this morning, we were returning about 300 megawatts



         12   higher than we were at 8:30 yesterday morning.  Where



         13   that continues in the afternoon depends on how hot it



         14   gets this afternoon.  So I would expect that we will be



         15   in EEA again this afternoon; and possibly, we might get



         16   to Step 2, which is where we need to interrupt our load



         17   resources that are part of our reserves.  So that's



         18   essentially where we're at for today.



         19                 And unfortunately, the weather doesn't



         20   give us much of a break, particularly this week.  And



         21   even into next week, even though the forecast don't have



         22   the 107s and 110s, they're still in the low hundreds.



         23   So that would be some relief, and we hope that it



         24   occurs.



         25                 CHAIRMAN NELSON:  Well, I've been looking
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          1   over the CDR reports that y'all came out with.  You did



          2   it -- redid it in May.  And I don't know that today is



          3   the time to talk about this, Ken, but I think we might



          4   look at revising the way we do the CDR, given that you



          5   use, as I understand it, what you consider to be the



          6   normal temperature for the summer.  Correct?  And I've



          7   always said normal is a setting on the dryer.



          8                 MR. SAATHOFF:  Yes.  Uh-huh.



          9                 CHAIRMAN NELSON:  And that's about all



         10   it's good for.



         11                 So since you used the normal temperature,



         12   you know, it has to account for the CD -- the reserve



         13   margin has to account for the extreme weather, it has to



         14   account for forced outages, and it has to account for



         15   variabilities in wind that we may not expect.  Correct?



         16                 MR. SAATHOFF:  That's correct.



         17                 CHAIRMAN NELSON:  So I think it might be



         18   time for us to -- for the board --



         19                 MR. SAATHOFF:  Uh-huh.



         20                 CHAIRMAN NELSON:  -- to relook at that,



         21   for the Commission to relook --



         22                 MR. SAATHOFF:  Yeah.



         23                 CHAIRMAN NELSON:  -- at that, and give



         24   some guidance.



         25                 COMM. ANDERSON:  I agree.  I also note,
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          1   though, that -- not though, but interesting is that wind



          2   is fortunately because of -- and this is one area where



          3   conservative forecasting, I think, helps on the wind



          4   side, is it's actually been carrying us through a bit



          5   because it's coming in 5 to 800 megawatts higher than



          6   forecasted; and that makes a big difference when you're



          7   hitting these kind of peaks.



          8                 MR. SAATHOFF:  Yes, that's correct.



          9   Yesterday, wind was between 1300 to 1800 megawatts, and



         10   in our CDR, we only count on about 800 megawatts.  So



         11   wind did help out yesterday.



         12                 CHAIRMAN NELSON:  And the coastal wind is



         13   really good because the --



         14                 MR. SAATHOFF:  It's mainly due to the



         15   coastal wind, yes.



         16                 CHAIRMAN NELSON:  Ken, did you have any



         17   other questions?



         18                 COMM. ANDERSON:  I don't.



         19                 CHAIRMAN NELSON:  We just are going to



         20   count on you guys to keep the lights on and the air



         21   conditioners running.



         22                 MR. SAATHOFF:  We're certainly going to do



         23   our best.



         24                 CHAIRMAN NELSON:  Okay.



         25                 COMM. ANDERSON:  I would note one thing,
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          1   that there were some outages in some of the urban areas.



          2   But they were in distribution utilities, and it was



          3   not --



          4                 MR. SAATHOFF:  Yes.



          5                 COMM. ANDERSON:  -- on account of the



          6   grid.



          7                 MR. SAATHOFF:  That's right.  The



          8   transmission system held up real well yesterday.



          9                 CHAIRMAN NELSON:  And, I guess, I'm



         10   assuming we're at some increased risk as we go on and



         11   these plants are -- generation resources are operating



         12   day after day after day at, you know, peak to try to



         13   meet the needs of -- electricity needs of Texans when



         14   the temperatures are so high.



         15                 MR. SAATHOFF:  That's right.  You know,



         16   when the generator owners try to get as much as they can



         17   out of generation, you have like two bleaks in plants



         18   that eventually either derate them or they have to



         19   repair them, and we're seeing a little higher unit



         20   outage rate today than yesterday.  So --



         21                 CHAIRMAN NELSON:  And when they have to



         22   repair them, that's a forced outage and, you know, they



         23   get them back on as soon as they can; but it can take



         24   time.



         25                 MR. SAATHOFF:  That's right.  Typically,

�                                                                      14









          1   they'll try to take care of that on the weekends when



          2   loads are lower.  You know, however, loads haven't got



          3   all that much lower in the weekends with this type of



          4   weather.



          5                 CHAIRMAN NELSON:  Well, and one thing I'd



          6   like to talk to you about at some point over the next



          7   couple weeks is what happens when school starts back up.



          8                 MR. SAATHOFF:  Uh-huh.



          9                 CHAIRMAN NELSON:  I know most of the



         10   schools in Texas are starting school back that week of



         11   August 22nd, and my understanding is demand goes up.



         12                 MR. SAATHOFF:    Yes, we really don't see



         13   a step increase because -- they're -- not all schools



         14   start up the same time.



         15                 CHAIRMAN NELSON:  Okay.



         16                 MR. SAATHOFF:  I know the schools in this



         17   area are in that August 22nd time frame.  But really,



         18   one or -- a couple degrees difference in temperature can



         19   really make up for the school load.



         20                 CHAIRMAN NELSON:  Okay.



         21                 MR. SAATHOFF:  Temperature is really the



         22   driver.



         23                 COMM. ANDERSON:  Let me ask, refresh my



         24   recollection, Kent, in the CDR study where you have an



         25   estimated installed capacity number and load and what
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          1   you think the reserve -- what the delta is that



          2   constitutes the reserve margin in the report, do you net



          3   against that -- your expected forced outage rate?



          4                 MR. SAATHOFF:  No.  The installed capacity



          5   in the CDR is the installed capacity.



          6                 COMM. ANDERSON:  Well --



          7                 MR. SAATHOFF:  And the reserve margin is



          8   set to take care of the expected forced outage rate.



          9                 COMM. ANDERSON:  Plus the unexpected --



         10                 MR. SAATHOFF:  Plus --



         11                 COMM. ANDERSON:  -- loss of the largest



         12   unit on the -- which my point being, this, again, goes



         13   really to the point you made, that the -- I'm afraid the



         14   CDR gives a false impression on how robust our margin is



         15   because when you factor in the necessary reserve margin,



         16   you need responsive reserve, the 2300 or so, you know --



         17                 MR. SAATHOFF:  Uh-huh.



         18                 COMM. ANDERSON:  -- plus the forced



         19   outage -- the expected forced outage rate --



         20                 MR. SAATHOFF:  Right.



         21                 COMM. ANDERSON:  -- that margin



         22   disappears -- what I'll call the real margin disappears



         23   real fast.



         24                 MR. SAATHOFF:  Yes, but when we set the



         25   reserve margin, it is set to -- and the CDR is not a --
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          1   it's really not a forecast of what we think will happen.



          2   It's a probabilistic look at do we have enough reserves



          3   to meet the set reserve margin, which is supposed to



          4   take into account forced outages, loads higher than



          5   normal.  And I might mention the Generation Adequacy



          6   Task Force met Monday to discuss a lot of these very



          7   same issues.



          8                 CHAIRMAN NELSON:  And I think we're going



          9   to be taking that up further on in the agenda --



         10                 COMM. ANDERSON:  Yeah.



         11                 CHAIRMAN NELSON:  -- generation resource



         12   planning.  But I do think we also need to look at the



         13   CDR process, so -- and we can talk about that offline



         14   and then kind of decide how to proceed and then move



         15   forward.



         16                 Okay.  Thank you.



         17                 MR. SAATHOFF:  You're welcome.



         18                      AGENDA ITEM NO. 22



         19   PROJECT NO. 39622 - PUC PROCEEDING FOR A NEW

              FORM FOR AN APPLICATION FOR CHRONIC CONDITION OR

         20   CRITICAL CARE RESIDENTIAL CUSTOMER STATUS



         21                 CHAIRMAN NELSON:  At this point, Ken, if



         22   it's okay with you, I think I'd like to call up Item 22,



         23   and then we're just going go down the agenda.  And



         24   that's the Project No. 39622.



         25                 COMM. ANDERSON:  Okay.
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