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1. Cover Document

ERCOT recognizes the large amount of work that has gone into the preparation of the current draft of the ERO Application and expresses its appreciation to the NERC staff for this effort.

ERCOT is concerned about certain “alternate course” wording referred to in the cover document. ERCOT strongly believes that the authority delegated to a Regional Entity, provided for in the Federal Power Act (FPA) and the FERC NOPR, is just that, delegated authority. ERCOT recognizes that such authority should be delegated by the ERO through due process and that the delegated functions should be monitored on an approved basis, but believes some of the wording in the draft application over-reaches the FPA and NOPR and undermines that delegation. ERCOT has been very supportive of NERC since it became a member in 1970 and has an excellent reliability record to date. ERCOT intends to continue to work in a positive manner with the ERO, but opposes language which would greatly weaken delegation without due cause.

3. Bylaws

In Section 1, Definitions, the definition of Reliability Standards states only that they are a ”requirement to provide for reliable operation---“ and does not include the need for approval of such requirement through the NERC Standards Process and approval by the Commission. ERCOT believes the recognition of those steps should be in the definition.

Section 4.a.ii – requires an ISO to be authorized by the Commission or an appropriate Canadian or Mexican authority before it can be in the ISO membership segment. ERCOT is authorized by the Public Utility Commission of Texas and does not meet the requirement as written. ERCOT suggests that the requirement be reworded to “authorized by the appropriate authority”.
4. Rules of Procedures Document

In the Definition Of Terms in the front of this document the definition of Reliability Standards states only that they are a ”requirement to provide for reliable operation---“ and does not include the need for approval of such requirement through the NERC Standards Process and approval by the Commission. ERCOT believes the recognition of those steps should be in the definition.

Section I – Reliability Standards Development

This section provides for the ERO to review any proposed regional reliability standards from an RRO organized on an interconnection wide basis for any adverse impact on competitive markets within the interconnect. ERCOT believes the FPA and NOPR assign this responsibility to the Commission. In ERCOT’s situation, any such proposed regional standard will be developed in an open forum with most of the market participants involved. They are very familiar with impacts of rules on the ERCOT markets and can more accurately and readily determine such impacts. It may be more appropriate for the Commission to include the Public Utility Commission of Texas in such determinations.
Section II – Compliance Enforcement

Section 2.11.2 states that the “ERO can perform an audit of any regional entity without regional participation---“. ERCOT believes that if the Region involved has been delegated responsibility for compliance enforcement then this proposed requirement weakens the delegated responsibility below an acceptable level. It is a very strong-handed requirement that can impede a good working relationship between the ERO and the approved Regional Entities.
Section V – Readiness Audits

Subsection 8 implies that all of the recommendations from a readiness audit will be implemented by the audited entity. ERCOT believes that there should be a process by which each recommendation is reviewed and agreement is reached that the recommendation is, in fact, needed to maintain adequate reliability.

Section XI – Regional Delegation Agreements

Subsection 2 proposes that the ERO shall establish the essential requirements for an entity to become qualified and maintain good standing as a regional entity. ERCOT believes the FPA and the Commission Rule define those requirements. The EROs role is to determine that the regional entity has met those requirements and to monitor for continued conformance.

