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WMS Meeting Minutes 2008 Q1


APPROVED
Wholesale Market Subcommittee (WMS) Meeting

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

Wednesday, January 16, 2008 – 9:30 a.m. – 4:00 p.m.
Attendance

Members:

	Ashley, Kristy
	Exelon Generation
	

	Belk, Brad
	LCRA
	

	Berend, Brian
	Stream Energy
	

	Brand, Amy
	Dow Chemical
	

	Bruce, Mark
	FPL Energy
	

	Clemenhagen, Barbara
	Topaz
	

	Clevenger, Josh
	Brazos Electric Power Coop.
	

	Durham, Matthew
	Commerce Energy
	Alt. Rep. for A. Hendrickson

	Emery, Keith
	Tenaska
	

	Farhangi, Anoush
	Wal-Mart Stores
	

	Firestone, Joel
	Direct Energy
	Alt. Rep. for M. McMurray

	Greer, Clayton
	J Aron and Company
	

	Jackson, Tom
	Austin Energy
	

	Jones, Brad
	Luminant
	Alt. Rep. for L. Gurley

	Jones, Randy
	Calpine
	

	Lange, Clif
	South Texas Electric Coop.
	

	McClellan, Suzi
	OPUC
	

	Moss, Steven
	First Choice Power
	

	Muñoz, Manuel
	CenterPoint Energy
	

	Ögelman, Kenan
	CPS Energy
	

	Pieniazek, Adrian
	NRG Texas
	

	Smith, Mark
	Chaparral Steel
	Via Teleconference

	Taylor, Jennifer
	StarTex Power
	

	Whittle, Brandon
	DB Energy Trading
	


Proxy Assignments:
Fernando Saenz to Kenan Ögelman

Guests:

	Bailey, Robert
	NRG Energy
	

	Brandt, Adrianne
	PUCT
	

	Brelinsky, MaryAnne
	Lehman Brothers
	

	Brown, Jeff
	Coral Power
	

	Carter, Tim
	Constellation New Energy
	

	Cockran, Seth
	Sempra Trading
	

	Galvin, Jim
	Luminant
	

	Greffe, Richard
	PUCT
	

	Helton, Bob
	IPA
	

	Lane, Terry
	LS Power
	

	Leech, Bob
	Citigroup
	

	Morris, Sandy
	LCRA
	

	Morton, Wayne
	Austin Energy
	

	Rainey, John
	Pioneer
	

	Reid, Walter
	Wind Coalition
	

	Rexrode, Caryn
	Customized Energy Solutions
	

	Ryall, Jean
	Constellation
	

	Saddiqi, Shams
	Consultant
	

	Schubert, Eric
	BP
	

	Seymour, Cesar
	SUEZ
	

	Thomas, Meena
	PUCT
	

	Wagner, Marguerite
	Reliant
	

	Wittmeyer, Bob
	Denton Municipal Energy
	


ERCOT Staff:

	Albracht, Brittney

	Coon, Patrick

	Flores, Isabel

	Gallo, Andrew

	Mickey, Joel

	Patterson, Mark

	Wattles, Paul


Unless otherwise indicated, all Market Segments were present for a vote.
Brad Belk called the meeting to order at 9:34 a.m.
Antitrust Admonition

Mr. Belk directed attention to the displayed ERCOT Antitrust Admonition and noted the need to comply with these guidelines.  A copy of the guidelines was available for review.

Approval of the Draft November 14, 2007 WMS Meeting Minutes (see Key Documents) 

Barbara Clemenhagen moved to approve the meeting minutes as posted.  Kenan Ögelman seconded the motion.  The motion carried unanimously.  
ERCOT Board of Directors (Board) and Technical Advisory Committee (TAC) Meeting Update 
Mr. Belk reported that Bob Kahn and the other ERCOT officers were ratified at the January 2008 Board meeting; that Mike Grable was named ERCOT General Counsel; and that Governor Rick Perry appointed Don Ballard to lead the Office of Public Utility Counsel (OPUC).  Mr. Belk also reported that a study of credit exposure will be presented in February 2008; that ERCOT will request a budget increase; and encouraged Market Participants to attend the Board Question and Answer public meeting convened the day before Board meetings.  Mr. Belk also reported that TAC requested that the Board request the Public Utility Commission of Texas (PUCT) to clarify the definition of net metering as soon as possible; and that Mark Dreyfus presented a review of TAC and subcommittee achievements in 2007, and was complementary of Market Participants’ efforts.
Election of 2008 WMS Chair and Vice-Chair
Patrick Coon reviewed the proposed WMS Leadership election process: 

1. Review proposed election process with TAC members. 

2. Obtain approval on voting process to use (will require 67% for this vote). 

3. Begin election process. 

Election Process:

· Open floor for nominations for chair. 

· Close nominations for chair. 

· Vote on nominations for chair. 

· Voting: 

· Use ballots if more than one candidate. 

· One vote per WMS member. 

· Simple majority of the WMS members voting wins (51%).

· If no simple majority is reached, take top two candidates and conduct another vote.  Continue until simple majority is reached or by acclamation of WMS.

· Open floor for nominations for vice chair. 

· Close nominations for vice chair. 

· Vote on nominations for vice chair (see voting above). 

Randy Jones moved to approve the proposed WMS Leadership election process.  Kristy Ashley seconded the motion.  The motion carried unanimously.  

Mr. Coon opened the floor for nominations.  Mr. R. Jones nominated Mr. Belk and Ms. Clemenhagen for 2008 WMS Chair and Vice Chair respectively, and requested acclamation.  Mr. Ögelman offered a second to the nomination and request.  Mr. Coon asked for any objections to an acclamation.  There being none, Mr. Belk and Ms. Clemenhagen were named 2008 WMS Chair and Vice Chair respectively.  
WMS Goals for 2008 (see Key Documents)
Mr. Belk reviewed draft 2008 WMS goals, and noted that the list would be further reviewed at the upcoming TAC Leadership meeting on February 8, 2008.  

Working Group/Task Force Updates (see Key Documents)
Congestion Management Working Group (CMWG)
Mr. Belk noted that the CMWG might have a continuing role in the nodal market, particularly in activities related to Competitive Constraints tests, and the designation of Commercially Significant Constraints (CSCs) should nodal go-live be delayed.  Mr. Belk requested that CMWG name its leadership at the February 2008 WMS meeting.  
Demand Side Working Group (DSWG)
Mary Anne Brelinsky presented 2008 DSWG goals; reviewed the Load acting as Resource (LaaR) event summary, noting that ERCOT will review why one Qualified Scheduling Entity (QSE) did not communicate a Verbal Dispatch Instruction (VDI) to the LaaR for a full eight minutes.  Ms. Brelinsky announced that the May 9, 2008 meeting will be for market training.
Mr. R. Jones moved to endorse Ms. Brelinsky as 2008 DSWG Chair, and Timothy Carter and Nelson Nease as 2008 DSWG co-Vice Chairs.  Mr. Ogelman seconded the motion.  The motion carried unanimously.

Nodal Resource Node Placement (see Key Documents)
Kenneth Ragsdale provided an overview of the discussion on the pros and cons for the high-side and low-side solutions; the current definition of Resource Node; and an example diagram.  Market Participants discussed settlement points versus ERCOT-Polled Settlement (EPS) meter locations; high-side voltage support obligations; Private Use Networks and net metering; and the indifference of the location of the settlement point in obtaining the value of the Congestion Revenue Right (CRR.)
Market Participants further discussed the unacceptability of settlement points behind the Private Use Network meters, and that Locational Marginal Pricings (LMPs) cannot be located behind the fence of a Private Use Network without hindering the ability of industrial consumers to operate; the role of wind generators, EPS meter locations, and implications to radial transmission lines; and market issues versus physical modeling issues.  Market Participants also expressed concerns that current Nodal Protocol definitions of Settlement Point, Resource Node, and Electrical Bus may either be subverted to accommodate vendor demands, or are inadequate and should be addressed through the Protocol revision process.  Market Participants requested the formation of a task force to further consider this item.
Ms. Clemenhagen requested that Brandon Whittle lead a High/Low Task Force to provide a recommendation to ERCOT for the location of resource nodes, clarify issues, and develop an issues list.  Mr. Whittle added that task force announcements would be sent to the WMS exploder.  
Emergency Interruptible Load Service (EILS) Program Update

Joel Mickey reported that more MWs were bid into the EILS in the recent Request for Proposal (RFP) than ever before, and described the selection process.  Mr. Mickey noted that bids received by January 8, 2008 were reviewed by a selection committee consisting of Subject Matter Experts (SMEs) and management-level personnel from multiple ERCOT departments.  Mr. Mickey reported that the bids were sorted into Business and Non-Business Hours and by price, and that the committee gave consideration to the $50 million cost cap; the fact that there is no history of past performance; seasonal and time-of-day aspects; relative value of EILS compared to other Ancillary Services (AS); precedence setting; and that additional criteria may be considered as the EILS program matures.  Mr. Mickey reported that the committee also considered the stated desire of the PUCT to see EILS stimulate new demand response; and noted marginal benefits along the stack, and logical break points.  Mr. Mickey reported that the committee developed three recommendations, discussed the recommendations in detail, and took straw polls to determine consensus.  Mr. Mickey reported that all options were taken to Kent Saathoff for review, who selected the same option as the committee and then briefed the Executive Committee.  Mr. Mickey announced that a market notice would be sent the following day and would include all required information.  Paul Wattles added that all market information is subject to disclosure at 180 days, unless explicitly prohibited.  

Market Participants discussed that the Protocols require ERCOT to document its process for determining reasonableness of bids, encouraged ERCOT to post the document publicly, and suggested that a Protocol Revision Request (PRR) may be needed to clarify what Market Participants expect to see regarding the selection process.  Mr. Mickey noted that RFPs are not market processes, and that consideration should be given to how much information should be made public in a competitive bidding process and raised anti-trust concerns.  Some Market Participants disagreed with ERCOT’s concern about the emergence of antitrust issues if too much information became public, and opined that a history of considerations might prove useful in determining if the program requires alteration.

Andrew Gallo noted that all required information would be published pursuant to the Protocols.  

Alignment of CSC Shadow Price Caps with New System-wide Offer Caps (see Key Documents)
Dan Jones made a presentation on the alignment of CSC Shadow Price caps with new System-Wide Offer Caps.  Market Participants discussed why the increase was needed; that ERCOT would send a Notice of system intent and timing; and whether price administration was necessary, beneficial, or premature.
Mr. Ögelman moved that WMS affirm the increase of the CSC Shadow Price cap to $5,600/MW.  Clayton Greer seconded the motion.  The motion carried with one objection from the Electric Cooperative (Coop) Market Segment, and three abstentions from the Consumer (2) and Independent Retail Electric Provider (IREP) segments.  
Josh Clevenger moved to affirm the application price administration to limit any negative zonal price to a minimum of ($1,000)/MWh.  Mr. Ögelman seconded the motion.  The motion failed with seven objecting and nine abstaining.
ERCOT Operations Update on South Direct Current (DC) Ties (see Key Documents)
Colleen Frosch provided update on the South DC-Ties.  Market Participants discussed whether commercial activity is likely to affect availability during Emergency Conditions; and that if used commercially, previously emergency-only Ties should be available to everyone; and whether a notice should be sent to the market providing participation information. 
Structure of Nodal Market Reports (see Key Documents)
Congestion

Isabel Flores provided estimated, non settlement quality data related to congestion.  Ms. Flores reported that the Transmission Congestion Rights (TCR) payout for West-to-North was $10,343,685 and a short of $6,352,101 for the period of January 1-14, 2008.  Ms. Flores reported Costs of $784,739 and $3,595,783 respectively for North-to-South and West-to-North respectively for the period of January 3-4, 2008.
Market Participants discussed that there is no economic tool for evaluating Outages; and that traditional spring Outage schedules may need to be reconsidered, as spring is the peak season for wind production.
Ms. Flores provided the website for all available nodal market reports, and requested that Market Participants determine a reasonable retention period in light of storage costs.  Market Participants suggested that the Transition Plan Task Force be consulted before a listserve on the topic was formed.  
Adjournment

Mr. Belk adjourned the meeting at 3:40 p.m.
APPROVED
Wholesale Market Subcommittee (WMS) Meeting

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

Wednesday, February 20, 2008 – 9:30 a.m. – 4:00 p.m.

Attendance

Members:

	Ashley, Kristy
	Exelon Generation
	

	Belk, Brad
	LCRA
	

	Berend, Brian
	Stream Energy
	

	Blevins, Phillip
	South Texas Electric Coop.
	Alt. Rep. for C. Lange

	Brand, Amy
	Dow Chemical
	

	Clemenhagen, Barbara
	Topaz
	

	Durham, Matthew
	Commerce Energy
	Alt. Rep. for A. Hendrickson

	Emery, Keith
	Tenaska
	

	Farhangi, Anoush
	Wal-Mart Stores
	

	Greer, Clayton
	J Aron and Company
	

	Gurley, Larry
	Luminant
	

	Hauk, Christine
	Garland Power & Light
	

	Jackson, Tom
	Austin Energy
	

	Jones, Randy
	Calpine
	

	McMurray, Mark
	Direct Energy
	

	Moss, Steven
	First Choice Power
	

	Muñoz, Manuel
	CenterPoint Energy
	

	Ögelman, Kenan
	CPS Energy
	

	Palen, John
	NRG Texas
	Alt. Rep. for A. Pieniazek

	Stephenson, Randy
	Luminant
	Alt. Rep. for L. Gurley (afternoon only)

	Taylor, Jennifer
	StarTex Power
	

	Whittle, Brandon
	DB Energy Trading
	Via Teleconference


Proxy Assignments:

· Mark Bruce to Randy Jones

· Brandon Whittle to Clayton Greer

Guests:

	Bailey, Robert
	NRG Energy
	

	Bozos, Mike
	Tenaska
	

	Brandt, Adrianne
	PUCT
	

	Cockran, Seth
	Sempra Trading
	

	Fogarty, Audrey
	EON
	

	Galvin, Jim
	Luminant
	Via Teleconference

	Greffe, Richard
	PUCT
	

	Harris, Brenda
	CUX
	

	Kolodziej, Eddie
	Customized Energy Solutions
	

	Leech, Bob
	Citigroup
	

	Orr, John
	Constellation
	

	Saddiqi, Shams
	Consultant
	

	Schubert, Eric
	BP
	

	Seymour, Cesar
	SUEZ
	

	Wagner, Marguerite
	Reliant
	


ERCOT Staff:

	Albracht, Brittney

	Anderson, Troy

	Coon, Patrick

	Flores, Isabel

	Goodman, Dale

	Ragsdale, Kenneth


Unless otherwise indicated, all Market Segments were present for a vote.

Brad Belk called the meeting to order at 9:30 a.m.

Antitrust Admonition

Mr. Belk directed attention to the displayed ERCOT Antitrust Admonition and noted the need to comply with these guidelines.  A copy of the guidelines was available for review.

Approval of the Draft November 28, 2007 and January 16, 2008 WMS Meeting Minutes (see Key Documents) 

Barbara Clemenhagen moved to approve the Draft November 28, 2007 and January 16, 2008 WMS Meeting Minutes.  Randy Jones seconded the motion.  The motion carried unanimously.
ERCOT Board of Directors (Board) and Technical Advisory Committee (TAC) Meeting Update 

Mr. Belk related that Bob Kahn reported to the Board two new interconnections since the December 2007 Capacity Demand Reserves (CDR) Report, that the Board would receive a complete Competitive Renewable Energy Zone (CREZ) briefing at the March 2008 Board meeting, and the inception of the 2008 Market Participant survey; Jerry Sullivan reported that the nodal network model is solving and two major software release packages are interfacing, that costs are at “red” status, and contingency funds are being eroded.  Mr. Belk conveyed that Mark Dreyfus raised stakeholders’ concern that the nodal program may not meet expectations, and that quality and functionality should not be sacrificed for schedule.  Mr. Belk opined that the nodal project is responding to the Board’s concern for schedule, and that Market Participants should prepare themselves for disappointments in some areas.

Mr. Belk also reported that Mr. Dreyfus spoke to the straw poll taken at the February 2008 TAC meeting on Credit Working Group (Credit WG) governance, and noted that the stakeholder process, appeals process and the structure of governance committees would be further discussed at the Board retreat.  Mr. Belk reported board review of the Oliver Wyman credit study, and the Independent Market Monitor’s (IMM) report that additional Responsive Reserve Service (RRS) is successful, as there is less operator intervention that distorts market energy pricing.

Working Group/Task Force Updates
Mr. R. Jones moved to approve 2008 working group leadership:

· Congestion Management Working Group 

· Chair: Marguerite Wagner          

· Vice Chair:  Jerry Ward

· QSE Working Group

· Chair: David Detelich                  

· Vice Chair:  Brandon Whittle

· Meter Working Group

· Chair: Dotty Disanto                   

· Vice Chair:  Mark Rollins

Mark McMurray seconded the motion.  The motion carried unanimously.  

Review of WMS Goals & Working Group Assignments (see Key Documents)

Mr. Belk reported presenting 2008 WMS goals at the TAC Leadership retreat, and conveyed TAC’s compliments on the work of WMS working groups and task forces.  Mr. Belk reviewed 2008 WMS goals and requested that Market Participants e-mail him with additional WMS goal suggestions and potential agenda items.   

Market Participants discussed that there will not be a Congestion Revenue Rights (CRR) auction of durations longer than one month until the nodal market has been open for six months.

Congestion Management Report (see Key Documents)

Isabel Flores presented the Commercially Significant Constraint (CSC) Utilization Report for 2007.  Market Participants discussed how the reporting format might be improved; that indicating the percent of binding constraints versus MWs might provide better information.  Ms. Flores offered to explore reporting formats that would be more meaningful to Market Participants.  A request was made by Stephen Moss for additional information related to the congestion that took place for the West to North CSC on January 3-4, 2008.  Ms. Flores agreed to email Mr. Moss additional information.
Nodal CRR Naming Convention (see Key Documents)

Beth Garza presented the Congestion Revenue Right (CRR) Naming Convention for WMS consideration, and explained the Nodal Protocol requirement, CRR attributes, and the goal that names be descriptive and unique.  Market Participants discussed how fractions will be named; the point at which to restart numbering; the need for a consistent set of attributes; and that extensive flexibility was built into systems in anticipation of bilateral trades in Midwest ISO, and there have be no bilateral trades.  

Mr. R. Jones moved that WMS endorse the CRR naming methodology as proposed.  Ms. Clemenhagen seconded the motion.  The motion carried unanimously.  
Mr. Belk requested that Ms. Garza present the information at the March 2008 TAC meeting for TAC approval.

2009 Project Prioritization Schedule (see Key Documents)

Troy Anderson presented the 2009 Project Prioritization Schedule, noting that 2009 will be a unique year, due to nodal, with an accelerated process and an anticipated fee case filing in summer 2008.  Market Participants discussed that nodal enhancements desired in the first year of operation would cost more than $2.5 million; the dangers and stigma of gray-boxing; and Market Participants’ desire to see nodal delivery delayed if necessary to ensure quality and functionality.  

Mr. Anderson requested that approval of the 2009 Project Prioritization List (PPL) be on the March 2008 WMS meeting agenda.

WMS Hi/Low Task Force - Nodal Resource Node Update (see Key Documents)

Brandon Whittle reviewed recent activities of the Hi/Low Task Force, and reported consensus that the high-side is the correct location; that ERCOT research feasibility and discovered complications regarding resource nodes for combined cycle plants and Private Use Networks (PUNs); and that while not without challenges, the approach proposed by ERCOT makes the most sense.   

Kenneth Ragsdale presented the current definition of Resource Node, and provided high-level descriptions of location resource nodes.  Market Participants discussed where CRRs may be purchased; that buses may still be isolated; and that ERCOT is constrained to using outages submitted by Transmission Operators (TOs) and not Qualified Scheduling Entities (QSEs).

No vote was taken.  

Transition Plan Task Force (TPTF) Subgroup: Self-Committed Resources in Day-Ahead Market (DAM) (see Key Documents)

Shams Siddiqi presented DAM Self-Commitment issues and solutions, providing background information, principles, solution pieces and needed action.  Market Participants discussed the market impacts of not fully optimizing systems, and possible constraints to Ancillary Service (AS).
Kenan Ögelman moved that WMS endorse the work and proposed solution of the TPTF Subgroup on Self-Committed Resources in the DAM, and recommend that ERCOT allocate resources to calculate the cost and effort needed to bring online proposed changes 1, 2 and 3.  Mr. R. Jones seconded the motion.  The motion carried on roll call vote with four abstentions in the Independent Generator and Investor Owned Utility (3) Market Segments.  (Please see ballot posted with Key Documents.)
TPTF Verifiable Cost Task Force (VCTF): Nodal Verifiable Cost Process – Update

Jim Galvin reviewed recent activities of the TPTF VCTF, and provided an update on the Verifiable Cost process, including a summary of resolved and unresolved items.  Market Participants discussed the non-voluntary nature of Verifiable Cost; that generic costs may be less than compensatory but desirable due to the administrative costs associated with Verifiable Cost; that the choice of generic or Verifiable Cost should be maintained; and that five Reliability Unit Commitments (RUCs) in a rolling 12-month period is close to an acceptable solution.  

2008 Market Participant Survey (see Key Documents)

Dale Goodman reported the inception of the 2008 Market Participant Survey; highlighted the scope of work and the proposed timeline; and noted that all new market groups, such as the Transition Plan Task Force (TPTF) would be surveyed, in addition to legacy groups.  Mr. Goodman encouraged participation in the survey, and asked that questions or concerns be directed to him and Denise Taylor.

Mr. Belk reiterated Mr. Kahn’s request that all Market Participants respond to the survey.
CRR Obligation & Default Risk in Nodal Market
Mr. Greer made a presentation on CRR default in the nodal market, highlighting implications and potential solutions, and providing considerations for as-is, no obligation, and alternative allocation scenarios.  Market Participants discussed current credit requirements in ERCOT; the possibility of credit insurance or a casualty fund; credit limits and auction purchase prices; and the collateralization of positions after auctions are awarded.

Market Participants further discussed that all entities have an incentive to ensure correct credit policy; that the DAM is voluntary and so all entities will not have risk; that the status quo is untenable; and that it is essential that entities pay their Day-Ahead invoices.  

Mr. Greer and Cheryl Yager recommended that a joint task force from the Credit WG and WMS be formed; Mr. Belk assented, and announced that the CRR Credit Policy Task Force would meet on February 28, 2008 at ERCOT Austin.

Adjournment

Mr. Belk adjourned the meeting at 3:45 p.m.

APPROVED
Wholesale Market Subcommittee (WMS) Meeting

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

Wednesday, March 19, 2008 – 9:30 a.m. – 4:00 p.m.

Attendance

Members:

	Belk, Brad
	LCRA
	

	Brand, Amy
	Dow Chemical
	

	Bruce, Mark
	FPL Energy
	

	Clemenhagen, Barbara
	Topaz
	

	Clevenger, Josh
	Brazos Electric Power Coop.
	

	Durham, Matthew
	Commerce Energy
	Alt. Rep. for A. Hendrickson

	Emery, Keith
	Tenaska
	

	Firestone, Joel
	Direct Energy
	Alt. Rep. for M. McMurray

	Greer, Clayton
	J Aron and Company
	

	Gurley, Larry
	Luminant
	

	Hauk, Christine
	Garland Power & Light
	

	Jackson, Tom
	Austin Energy
	

	Jones, Randy
	Calpine
	

	Miller, Gary
	Bryan Texas Utilities
	

	Moss, Steven
	First Choice Power
	

	Muñoz, Manuel
	CenterPoint Energy
	

	Ögelman, Kenan
	CPS Energy
	

	Pieniazek, Adrian
	NRG Energy
	

	Smith, Mark
	Chaparral Steel
	

	Taylor, Jennifer
	StarTex Power
	

	Whittle, Brandon
	DB Energy Trading
	


Proxy Assignments:
· Kristy Ashley to Keith Emery
· Clif Lange to Josh Clevenger

Guests:

	Brelinsky, MaryAnne
	Liehman
	

	Brewster, Chris
	City of Eastland
	

	Carter, Tim
	Constellation
	

	Detullio, David
	Air Liquide
	Via Teleconference

	Erbrick, Michael
	EPIC Merchant Energy
	

	Fish, Summer
	LCRA
	

	Fournier, Margarita
	Competitive Assets
	Via Teleconference

	Greffe, Richard
	PUCT
	

	Harris, Brenda
	Chevron
	

	Menown, Ginger
	KPMG
	

	Miller, Gary
	BTU
	

	Orr, John
	Constellation
	

	Rexrode, Caryn
	CES
	

	Ryn, Jennifer
	KPMG
	

	Ryall, Jean
	Constellation
	

	Schubert, Eric
	BP
	

	Wagner, Marguerite
	Reliant
	

	Wittmeyer, Bob
	DME
	


ERCOT Staff:

	Albracht, Brittney

	Anderson, Troy

	Dumas, John

	Gallo, Andrew

	Geer, Ed

	Gonzalez, Ino

	Lowe, Cagle

	Nowicki, Len

	Sumruld, Lisa

	Wattles, Paul


Unless otherwise indicated, all Market Segments were present for a vote.

Brad Belk called the meeting to order at 9:30 a.m.

Antitrust Admonition

Mr. Belk directed attention to the displayed ERCOT Antitrust Admonition and noted the need to comply with these guidelines.  A copy of the guidelines was available for review.

Approval of the Draft February 20, 2007 WMS Meeting Minutes (see Key Documents) 

Adrian Pieniazek moved to approve the draft February 20, 2007 WMS meeting minutes as posted.  Randy Jones seconded the motion.  The motion carried unanimously.

ERCOT Board of Directors (Board) and Technical Advisory Committee (TAC) Meeting Update 

Mr. Belk reported on the March 2008 Board meeting, noting the Nodal Surcharge had been filed; that the consent agenda, ERCOT vision statement, and all TAC items were approved; and that Competitive Renewable Energy Zone (CREZ) transmission plans are in development, and that costs and Ancillary Service (AS) requirements will be submitted with each plan.

Mr. Belk also reported that the status of the nodal budget remains “red”, and that market readiness status may go to “red” as more metrics are applied; that concern persists over some vendor defect resolution times, and that Eileen Hall reviewed defect severity rankings; that ERCOT staff turnover rate has improved, though there is concern for the next 18 months; and that the meeting was the last for Board member Carolyn Gallagher.  Market Participants discussed whether Ms. Gallagher’s departure was expected, the timeline for her replacement, and whether there is a “revolving door” policy for ERCOT staff. 
Working Group/Task Force Updates (see Key Documents)
Congestion Management Working Group (CMWG)

Marguerite Wagner reported that a heavy workload is anticipated for the CMWG in 2008, and reviewed the Constraint Competitiveness Test (CCT) purpose and process.  Market Participants discussed that additional or joint meetings may be required; that the timeline to develop a non-default answer will be tight; that the rational of the test will need to be reviewed; that generally constraints may only move from non-competitive to competitive during the annual review and only the Independent Market Monitor (IMM) may declare a constraint non-competitive.  Mr. Belk requested that the CMWG maintain a thorough record of their work during the course of 2008.  Ms. Wagner added that the Nodal Shadow Price Cap will be another important topic.

Demand Side Working Group (DSWG) – Draft NPRR, Load Acting As Resource (LaaR) Negative Offers

Mary Anne Brelinsky provided a review of recent DSWG activities and presented a draft NPRR to address LaaR negative offers for WMS consideration, noting that there is not a stop gap measure to prevent negative bidding behavior in nodal, that there is not time for a software credit solution, and that the Credit Work Group (Credit WG) supports the measure for inclusion in the Protocols.  Market Participants discussed that the solution is not ideal and that the issue may need to be taken up again after nodal go-live.

Mr. R. Jones moved that WMS endorse the approach of DSWG with the requirement that DSWG file a System Change Request (SCR) to create a dual bid stack for LaaR in Responsive Reserve Service (RRS) bidding.  Mark Smith seconded the motion.  Market Participants discussed the possibility that other solutions might be limited should the proposal be tied to an SCR; whether a sunset provision would be appropriate; and that the Impact Analysis (IA) should clarify how the engine would handle prioritization and oversubscription.  Mr. R. Jones and Mr. Smith accepted Mark Bruce’s friendly amendment that WMS direct the DSWG to file an NPRR for split bid stack, with the DSWG approach as the interim solution.  Market Participants discussed that the DSWG solution does not require system changes, and provides a starting point since the market-supported split bid stack cannot be in place by nodal go-live; that there are Market Participants that are adamantly opposed to a split bid stack solution; that examples of competition between Load and generation for AS would be helpful; and that if a discussion needs to be held regarding efficiency issues, supply should be rationed with prices and mot administrative maneuvers.  The motion carried with one objection from the Consumer segment.
Ms. Brelinsky announced a workshop on Resource registration scheduled for March 20, 2008 at ERCOT Austin, and a one-day seminar for Demand Side Participation in the Texas Nodal Market scheduled for Friday, May 9, 2008 at ERCOT Austin.
Ms. Brelinsky reviewed the LaaR participation during the February 26, 2008 Emergency Electric Curtailment Plan (EECP) event, and attributed the successful deployment to WMS-supported PRRs to address policing and compliance issues.  Market Participants discussed that although the deployment was successful in aggregate, it was a mixture of over- and under-performance; specifically, some Qualified Scheduling Entities (QSEs) waited for the second call to deploy; and that performance becomes unpredictable when alert steps must be skipped.  Ms. Brelinsky added that the Dynamics Working Group (DWG) is reviewing the impact of increased LaaRs, with an expected study delivery date of July 2008.

Congestion Revenue Right (CRR) Credit Policy Task Force Update (see Key Documents)
Clayton Greer reported discussion of credit concerns and impacts to the Day Ahead Market (DAM), and that the next meeting scheduled for March 26, 2008 would include a review of the CRR auction collateralization, a review of collateral requirements once CRRs are owned, and a review of procedures for addressing default.  Mr. Greer added that a full discussion of what will be available in the CRR auction is also needed.
Review of NPRR107, Nodal Emergency Interruptible Load Service (EILS) (see Key Documents)
Paul Wattles provided a review of EILS and NPRR107, noting that the final EILS contract period in the zonal market would be settled in the nodal market, and that the Transition Plan Task Force (TPTF) would also be made aware of the unique settlement situation.  Mr. Belk added that NPRR107 may require modification based on a draft Protocol Revision Request (PRR) for EILS disclosure.
Review of Draft PRR, EILS Disclosure of EILS Information (see Key Documents)
Barbara Clemenhagen presented a draft PRR regarding disclosure of EILS information for WMS consideration, noting that the PRR is sponsored by Kristy Ashley.  Market Participants discussed whether the proposal would be relevant for the zonal market; that the language could go into effect immediately as it does not require a System change. Participants noted that the Public Utility Commission of Texas (PUCT) Substantive Rules specifically address what information is to be released and the timeline for such release and discussed the potential market implications to disclosing information sooner than six months; that finalized agreements, rather than bids, would be revealed; and that the potential for gaming is as great a concern as the desire for transparency.

Ms. Clemenhagen moved that WMS endorse the filing of the proposed language as both a PRR and an NPRR.  Mr. R. Jones seconded the motion.  Market Participants discussed that price-bid markets converge to Market Clearing Price (MCP) over time; that more iterations would provide better curve information, and a more formal structure could be discussed at that time; and that the proposed language is premature.  The motion carried with one objection in the Consumer segment, and two abstentions in the Cooperative (1) and Municipal (1) segments.
WMS Procedures Review (see Key Documents)
Nieves Lopez provided an overview of WMS procedures.  Market Participants sought clarification regarding who may be assigned an Alternate Representative, and discussed that the manner individual votes are reflected in the segment voting.  Mr. Bruce added that TAC and subcommittee procedures will be reviewed by the TAC and Subcommittee Organizational Review Task Force (TASOR TF).

2009 System Operations (SO) SO Project Prioritization List (PPL) 

Cagle Lowe presented the proposed 2009 SO PPL, briefly reviewing each item.  Market Participants discussed which funds would be available for short-notice projects and nodal stabilization; that some line items are placeholders for enhancements which are anticipated but are not yet defined; that another review will be conducted later in 2008 to determine the capability line; and that a process for stabilization is needed to address unintended consequences and minimize harm to Market Participants.  Market Participants also discussed the potential insufficiency of budget projections; that ERCOT is challenged with assembling an Administrative Fee filing in the face of significant unknowns. 

Mr. Bruce moved that WMS endorse the approach of the SO CART in prioritization and organization of the 2009 SO PPL, while expressing reservations regarding unknowns and concern that the overall dollar request is inadequate.  Larry Gurley seconded the motion.  The motion carried unanimously.

Oliver Wyman Study Review (see Key Documents)
Cheryl Yager provided an overview of the Oliver Wyman study and credit risk model, noting that the model is not an attempt to mimic the entire market in all possible situations, but will be used as a tool to give Market Participants a working understanding, with documented assumptions, of credit risk in the ERCOT market.  Ms. Yager encouraged WMS members and Market Participants to attend Credit WG meetings in the coming months.

Market Participants discussed that the model focuses on potential losses that can occur when entities default in the market; that key drivers in the model are 1) existing market participants’ probability of default, 2) potential volume escalation around a default; 3) price volatility impacts and 4) estimated collateral held at the time of default; that outputs from the model need to be thoroughly vetted by market participants and be considered reasonable if credit policy  will be made based on model results; and that the draft credit risk appetite statement may address concerns about the model.  Market Participants also discussed what processes might be used to call for a moratorium on the use of the model or for altering assumptions in the model and that other Independent System Operators (ISO) don’t currently use this kind of model.  

Ms. Yager noted that this kind of financial modeling is not new and similar models are used in the financial industry and by many energy companies; that Oliver Wyman was selected to develop the ERCOT model in part because of their demonstrated knowledge of energy markets; that the credit risk appetite statement could define a process for altering assumptions; and that the model would be used as a gage of overall market health rather than as a day-to-day tool.

Market Participants further discussed that the model would be a valuable tool for evaluating potential changes, but expressed concern that policy changes might be generated based on the model’s outputs; that collateralization rules are contained in Protocols, while the creditworthiness standards are a Board document; and that while Market Participants have had several forums to discuss the model, at least one more deep review would be helpful before written comments are drafted.

Mr. Belk requested that Ms. Yager and Amanda List distribute a draft credit risk appetite statement and documentation supporting assumptions made in the model, and that Market Participants provide written comments. 
ERCOT February 26 EECP Report (see Key Documents)
John Dumas presented a report of the EECP event of February 26, 2008.  Market Participants discussed that some QSEs may be providing capacity rather than actual output levels on plans; that Schedule Control Error (SCE) is not a meaningful metric for wind; and that a case may be made in the future for more or different types of reserve products, but that this particular event does not indicate a need for new AS, but rather highlights that new tools should be developed to address the increase in wind generation.

TPTF Verifiable Cost Task Force (VCTF): Nodal Verifiable Cost Process Update (see Key Documents)

Jim Galvin reviewed recent activities of the TPTF VCTF, the Verifiable Cost process and principles, non-consensus items, and next steps.  Market Participants discussed the desire to define exceptional events where entities incur costs beyond their control; that an ongoing stakeholder review of the process might be in order, and that a working group of WMS might be established; that WMS should begin review of the Verifiable Cost Manual as soon as possible; and that unresolved issues are not in the current draft of the manual.  Mr. Belk directed that the manual and any subsequent working group proposal be considered at the April 2008 WMS meeting, and that a list of outstanding items be presented.
Antitrust Training

Due to time constraints, Antitrust Training was postponed to the April 2008 meeting.

Other Business

Mr. Bruce requested that a report on the February 2008 over-sale of Transmission Congestion Rights (TCRs) and the effects on Balancing Energy Neutrality Adjustment (BENA) be provided at the April 2008 WMS meeting.

Adjournment

Mr. Belk adjourned the meeting at 4:40 p.m.

� Key Documents referenced in these minutes may be accessed on the ERCOT website at: � HYPERLINK "http://www.ercot.com/calendar/2008/01/20080116-WMS.html" ��http://www.ercot.com/calendar/2008/01/20080116-WMS.html� 


� Key Documents referenced in these minutes may be accessed on the ERCOT website at: � HYPERLINK "http://www.ercot.com/calendar/2008/02/20080220-WMS.html" ��http://www.ercot.com/calendar/2008/02/20080220-WMS.html� 


� Key Documents referenced in these minutes may be accessed on the ERCOT website at: � HYPERLINK "http://www.ercot.com/calendar/2008/03/20080319-WMS.html" ��http://www.ercot.com/calendar/2008/03/20080319-WMS.html� 
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