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To:

Board of Directors

From:

H.B. “Trip” Doggett, ERCOT President and Chief Executive Officer
Date:

July 9, 2012
Re:  
Second Quarter 2012 ERCOT Five-Year Strategic Plan Update
ERCOT’s 2012 – 2016 Strategic Plan and
Supporting Capital Projects and Operations and Maintenance (O&M) Cost Efforts
Second Quarter Review

ERCOT is pleased to present an incremental update to the first quarter report regarding O&M and capital project efforts planned, initiated, or recently completed that support the ERCOT’s strategic vision to:

Proactively communicate resource and transmission adequacy risks to our stakeholders and pursue opportunities to address those risks through emerging technologies and new market products. 
In order to show the strategic objectives and initiatives in context, the initiatives not associated with an incremental update are also listed below. ERCOT staff will be available to discuss its efforts upon request.

Strategic Objective One: Manage the grid in a manner that maintains a high level of reliability.

· Initiative 1.1: Lead the market in the development and implementation of strategy and policy to integrate emerging technologies (such as storage, demand response, plug-in hybrids, distributed generation, and renewable generation) into the planning and operation of the ERCOT grid.

· Notrees Power Storage Project

· A 20 megawatt (MW) hybrid-energy storage system.
· Weberville Solar Park

· The largest solar farm in Texas (30MW).

· Independent System Operator (ISO)/Regional Transmission Organization (RTO) Joint Project on Demand Response

· Initiative 1.2: Study and make recommendations to develop a long-term transmission strategy for the region and mechanism for incorporating that framework into mid-term transmission planning.
· Contingency Functionality Enhancements

· Enhance Network Model Management System (NMMS) capabilities to allow business owners to submit via Network Operations Model Change Request, contingency group configurations with a higher level of specificity.

· Allow Aggregation of Multiple Generators into a Single Resource for Market and Engineering Modeling

· Allow aggregation of similar qualified non-wind powered generators into an Aggregate Generation Resource for market and engineering modeling purposes.

· Revision to Outage Scheduling Entity for Resource Maintenance Outage Level Designation

· Change the Outage Scheduler system so that the Qualified Scheduling Entity (QSE) is able to schedule Level I, II and III Maintenance Outages.

· NMMS Upgrade

· Upgrade core vendor NMMS application.
· Department of Energy Long-Term Study

· Assessment of fundamental drivers of system needs and specifications of potential future scenarios; evaluation of likely resource development by the market under various scenarios; development of technology-neutral ancillary services framework; and development of long-term transmission framework for the ERCOT grid.

· Planning Go-Live

· A collaborative effort between Transmission Service Providers (TSP) and ERCOT staff to produce more consistent models.
· Initiative 1.3: Proactively work with Market Participants to ensure operational readiness.

· Study Multi-Time Network (SMTNET) Analysis Tool Improvements

· SMTNET time point improvements to troubleshoot time points.
· Automatic Non-Spin Redeployment and Deployment Based on Resource Availability

· Modifies the Market Management System Automatic Redeployment function such that it accounts for the delay involved in deployment of Off-Line Non-Spinning Reserve (Non-Spin) Resources.

· Black Start Training

· System restoration seminar.
· Operator Training

· Provide a forum for system wide problems to be effectively addressed and to maintain an operator training consistency across all ERCOT System Operating Entities.

· Initiative 1.4: Develop and implement a coordinated oversight process for generation resource interconnection through operation to ensure study, protocol, data and operational sufficiency.

· Initiative 1.5: Prepare requirements, develop specifications, and facilitate installation of improved visualization tools for ERCOT’s operators.

· Macomber Map North American Electric Reliability Corporation (NERC) Situational Awareness/Compliance Enhancements

· Enhance the Macomber Map in order to further address NERC control room situational awareness requirements and operational requirements in outage evaluation, planning and training areas.

· Control Room AV Wall Upgrade

· Replace the video wall system located in Taylor Control Center One (TCC1) with a display system matching the installation in the Bastrop Control Center.

· Control Room Console Upgrade

· Replace existing TCC1 control room consoles and add fifth console to be consistent with Alternate Control Room.

· Control Room Electrical/Mechanical Upgrade

· Provide enhanced electrical power redundancy to TCC1 Control Room.

· Energy Management System (EMS) Upgrade

· Upgrade core vendor EMS application.
Strategic Objective Two: Effectively manage the evolution of the wholesale and retail markets to meet the changing business environment.
· Initiative 2.1: Study and make recommendations to maintain current capacity levels and incentivize new resource entry through the structured evolution of the wholesale market in cooperation with Market Participants and Regulatory bodies.

· Balance of the Day Ancillary Services Market

· Allows the Supplemental Ancillary Services Market to be operated as a balance of the day market for Ancillary Services.

· Daily Grid Operations Summary Report

· Creates a summary level report of daily operational information to be posted on the Market Information System (MIS) Public Area.

· Energy Offer Curve Requirements for Generation Resources Providing Reliability Must-Run (RMR) Services

· Address concerns raised at the October 27, 2011 Public Utility Commission of Texas (PUCT) Open Meeting regarding Project 37897, PUCT Proceeding Relating to Resource and Reserve Adequacy and Shortage Pricing.

· Brattle Group Study

· Examined factors that are affecting investment in electric generation and demand response in the ERCOT region.

· Initiative 2.2: Develop and devote expertise to recognize and remedy flaws in the market design.

· Providing Access to MIS Secure Area to MIS Registered Users

· Adds “Independent Market Information System Registered Entity” to Section 2.1 and Section 22, Attachment A.

· Revisions to Non-Spin Performance Criteria Language and Provision for Inter-Control Center Communications Protocol (ICCP) Telemetry of Non-Spin Deployment
· Clarifies the performance criteria for Non-Spinning Reserve (Non-Spin) Service deployments, add language for provision of a Non-Spin deployment flag to QSEs via ICCP, and adds a requirement for Extensible Markup Language (XML) notification to all QSEs when Non-Spin is deployed.

· Verbal Reliability Unit Commitment (RUC) Committed or De-committed Resources Report
· Creates two new reports on the MIS Secure Area for verbal RUC commitments/de-commitments.

· Unconfirmed Trades Reports

· Creates a new report for unconfirmed trades on the MIS Certified Area.

· Monthly Transmission and/or Distribution Service Provider (TDSP) Load Report

· Creates a new secure report to provide aggregate Load data for TSPs and Distribution Service Providers (DSPs) in a monthly posting.

· ERCOT Polled Settlement Metering Database Redesign

· Redesign of in-house developed application to allow for more robust functions and reporting.

· Content Management System and Market Information Repository Replacement

· Replace the two existing content management solutions with a single enterprise-level solution.
· Congestion Revenue Rights (CRR) Upgrade to version 12.3

· Upgrade core vendor CRR application.
· Public Day-Ahead Market (DAM) Shift Factors

· Creates a new report to provide DAM Shift Factors on the MIS Public Area.
· Revise Real Time Energy Imbalance and RMR Adjustment Charge

· Provide market volumetric imbalance calculations and will achieve revenue neutrality for QSEs with RMR units.

· Security Constrained Economic Dispatch (SCED) Constraint Management Transparency

· Creates a reporting requirement to provide transparency into SCED constraint management decisions.

· Congestion Revenue Rights Account Holders (CRRAH) Digital Certificate New Role for Read Only Access

· Provides the capability to a read only role in addition to the read and write role for CRRAH.

· CRR Auction Structure Enhancements

· Replaces the annual CRR Auction with a semi-annual sequence of four consecutive six-month CRR Auctions selling CRRs up to two years in the future.

· ERCOT System Change Allowing Independent Master QSE to Represent Split Generation Resources

· Modifies ERCOT systems to allow owners of Split Generation Resources to contract for service with an independent Master QSE.

· Settlement System Upgrade

· Replace the current Settlements application code with an optimized, self-supported solution. Includes only the conversion of code – no enhancements.

· Initiative 2.3: Evaluate opportunities for loads and other technologies (such as energy storage) to participate in the wholesale market.

· 30-minute Emergency Response Service (ERS) Pilot

· Assess the operational benefits and challenges of deploying an ERS product with a 30-minute ramp period.

· Initiative 2.4: Ensure appropriate operational changes are implemented to respond to changing regulatory requirements associated with a potential exemption from the Commodity Exchange Act.
· Initiative 2.5: Ensure credit requirements are appropriate to support continued financial stability within the ERCOT market.
· Credit Monitoring Posting Requirements

· Adds requirements for ERCOT to post to the MIS Certified Area, the parameters used to calculate Market Participants’ Available Credit Limits used in multiple market processes.

· Updating a Counter-Party’s Available Credit Limit for Current Day DAM
· Provide flexibility for Counter-Parties to increase the credit limit available for the DAM on the day the DAM is running by posting additional financial security under certain circumstances.

· Initiative 2.6: Study and make recommendations in an effort to lead the evolution of the retail market given advanced metering and technology deployment.

· Siebel Upgrade 8.x

· Upgrade core vendor Siebel application.
· Initiative 2.7: Continuously enhance the management and provision of data by partnering with Market Participants to identify, document and implement requirements.

· MarkeTrak Enhancements 4.0

· Enhance MarkeTrak application for new PUCT requirements and other enhancements requested by Market Participants.

· MarkeTrak Upgrade and Enhancements (Phase 2)

· MarkeTrak software upgrade and remaining deliverables from System Change Request 756.

· Enterprise Data Warehouse Platform Transition

· Analysis and resulting actions to address potential performance issues as volume of data increases.
· Initiative 2.8: Study and make recommendations to enhance the management and flow of data in the Smart Meter Texas (SMT) data repository.

· Evaluation of current SMT model

· Work with PUCT and TDSPs to evaluate current SMT and impact to transition to ERCOT.

Strategic Objective Three: Continue to demonstrate a reputation of excellent reliability performance while meeting the increasingly demanding and complex requirements for compliance.

· Initiative 3.1: Enhance and expand “Culture of Compliance” within ERCOT and Texas Interconnect.

· Initiative 3.2: Ensure ownership and compliance with all ERCOT Protocol, NERC and Federal Energy Regulatory Commission (FERC) requirements and achieve the best possible Reliability Standards registration state, enforcement engagement and audit performance.

· Initiative 3.3: Actively participate in industry committees and in partnership with NERC/FERC and ISO industry experts to address increasing cyber security requirements, changing reliability standards, North American Energy Standards Board standards and business processes.

· Initiative 3.4: Collaborate with our stakeholders on Working Groups such as Critical Infrastructure Protection, 693, and Transmission Operators Memorandum of Understanding.

· Initiative 3.5: Prioritize security initiatives to align with Information Technology infrastructure to defend ERCOT ISO sensitive information and critical assets.

Strategic Objective Four: Develop and maintain productive external relationships through proactive, effective and comprehensive communication.

· Initiative 4.1: Disseminate timely, key message to inform and educate external constituencies such as the Governor’s office, members of the Texas Legislature, the PUCT, other pertinent state and federal agencies, stakeholders within the ERCOT region (Market Participants and Consumers), and the ERCOT Board of Directors.

· Sherry Matthews Collaboration

· Campaign to educate public about conservation over peak.

· Initiative 4.2: Expand ERCOT’s exposure within Texas, nationally and internationally, by providing expert testimony to “like” entities regarding ERCOT’s approach to successfully achieving its organizational mission.
· Provide details on ERCOT Common Information Model Implementation at Demand Response conference
· Serve on Smart Grid Interoperability Panel

· Initiative 4.3: Develop and implement effective outreach strategies for reaching all constituencies during times of grid alerts and appeals for conservation to include the use of social media in addition to media and government relations methods.

· Initiative 4.4: Communicate effectively during Texas Legislative and Congressional sessions on issues of importance to ERCOT and the Market by providing timely, accurate and useful resource information regarding how ERCOT serves the public interest of Texas as a trusted and objective independent system operator.
· Initiative 4.5: Enhance our understanding, mitigation and communication of risks and their potential impact to ERCOT, its operations and its markets.

· ERCOT Risk Committee

· ERCOT staff members across the organization and represent various levels of staff meet on a quarterly basis to review and update risks.

Strategic Objective Five: Attract, develop and retain the right people with the right skills in the right position to develop a culture of excellence that empowers, incents, recognizes and celebrates our achievements.

· Initiative 5.1: Continuously review the organizational structure and skills required to implement needed changes to ensure ERCOT is providing services in the most efficient and cost effective matter.

· Engineering Development Program

· The exposure to internal processes, procedures, applications and departments, as well as exposure to various segments of Market Participants, will develop and prepare program participants to move into engineering positions with more ERCOT-centric training and experience.
· Summer Intern Program
· Expose participating undergraduate and graduate students to real-work experience in the ERCOT environment.
· Initiative 5.2: Drive performance management and talent identification processes.

· Initiative 5.3: Provide training that addresses career development and growing skills needed for advancing technologies and changing business drivers.

· Creation of Training and Professional Development Department

· Focus on employee professional development, cross training, mentoring, education and training (both internal and market participants) and other layered approaches to develop the skills and talents of the ERCOT workforce.
· Initiative 5.4: Enhance the current succession planning process for Executive/Director level positions that looks at the long-term direction of the organization and evaluate the benefits of expanding the process to other positions within the organization.

· Initiative 5.5: Capitalize on ERCOT’s image as industry leader in Retail, Wholesale and Grid Operations.

· Initiative 5.6: Celebrate achievements through reward, recognition and incentive programs.
· Core Value Award

· To foster the Core Values of the ERCOT organization, the Core Value Award was created to allow any employee to nominate a staff member for outstanding demonstration of one of ERCOT’s five Core Values:  accountability, leadership, innovation, trust, and expertise.
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