DRAFT
Wholesale Market Subcommittee (WMS) Meeting

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

Wednesday, May 21, 2008 – 9:30 a.m. – 4:00 p.m.
Attendance

Members:

	Ashley, Kristy
	Exelon Generation
	

	Belk, Brad
	LCRA
	

	Bruce, Mark
	FPL Energy
	

	Detelich, David
	CPS Energy
	Alt. Rep. for K. Ögelman

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

	Farhangi, Anoush
	Wal-Mart Stores
	

	Greer, Clayton
	J Aron and Company
	

	Hauk, Christine
	Garland Power & Light
	

	Jackson, Tom
	Austin Energy
	

	Johnson, Eddie
	Brazos Electric Power Coop.
	Alt. Rep. for J. Clevenger

	Jones, Randy
	Calpine
	

	McMurray, Mark
	Direct Energy
	

	Miller, Gary
	Bryan Texas Utilities
	

	Moss, Steven
	First Choice Power
	

	Muñoz, Manuel
	CenterPoint Energy
	

	Pieniazek, Adrian
	NRG Energy
	

	Price, Carolina
	Tenaska
	Alt. Rep. for K. Emery

	Stephenson, Randa
	Luminant
	Alt. Rep. for L. Gurley

	Taylor, Jennifer
	StarTex Power
	

	Trostle, J. Kay
	Chaparral Steel
	Alt. Rep. for M .Smith

	Whittle, Brandon
	DB Energy Trading
	


The following proxies were assigned:

· Clif Lange to Eddie Johnson

Guests:

	Claiborn-Pinto, Shawnee
	PUCT
	

	Cochran, Seth
	Sempra Trading
	

	Erbrick, Michael
	EPIC Merchant Energy
	

	Firestone, Joel
	Direct Energy
	

	Greffe, Richard
	PUCT
	

	Harrell, Patty
	DC Energy
	

	Helton, Bob
	IPA
	

	Jones, Don
	Reliant
	

	Kolodziej, Eddie
	Customized Energy Solutions
	

	Schubert, Eric
	BP
	

	Seymour, Cesar
	SUEZ
	

	Siddiqi, Shams
	Crescent Power Consulting
	

	Starnes, Bill
	DME
	

	Wan, Josephine
	Austin Energy
	


ERCOT Staff:

	Albracht, Brittney

	Coon, Patrick

	Edwards, JM

	Flores, Isabel

	Gonzalez, Ino

	Guy, Jim

	Nowicki, Len


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

Brad Belk called the meeting to order at 9:15a.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 April 18, 2007 WMS Meeting Minutes (see Key Documents) 

Gary Miller moved to approve the April 18, 2008 WMS meeting minutes as posted.  Mark McMurray seconded the motion.  The motion carried unanimously.  

ERCOT Board of Directors (Board) and Technical Advisory Committee (TAC) Meeting Update 
Mr. Belk reported on the May 2008 Board meeting at ERCOT Austin, noting that Board Member Miguel Espinosa was elected to a third term, and that Alton D. Patton is also expected to serve as an Unaffiliated (Independent) Board Member.  Mr. Belk also noted that ERCOT will be receiving corrected tax status, and might be able to regain some sales taxes; and that the Capacity Demand Reserve Report was issued, and that capacity numbers are improving.  

Mr. Belk reported Bob Kahn’s announcement that due to delays in software delivery, which result in compressed testing timelines, a fully-functional nodal system would not be available on December 1, 2008.  Mr. Belk noted that WMS should compile a list of necessary actions, and which Protocol Revision Requests (PRRs) might be needed to address congestion management tools.
Working Group/Task Force Updates (see Key Documents)
Congestion Management Working Group (CMWG)

Isabel Flores reviewed recent CMWG activity, and timing of the Competitive Constraint Test (CCT), noting that the timing of identifying Competitive Constraints is tied to the opening of the nodal market, rather than a specific date.  Beth Garza noted that for the first six months of the nodal market, every line is a potential Competitive Constraint; that all Constraints the first month of nodal would be considered non-competitive; and that the January 2009 Competitive Constraints will be approved at the November
2008 TAC meeting and auctioned in December 2008.  Mr. Belk added that the timelines would be adjusted once the new nodal go-live date is determined; Ms. Garza noted that there is effort to still meet some of the deadline as scheduled.
Confirmation CMWG Chair
Mark Bruce moved to re-confirm Marguerite Wagner as CMWG Chair.  Clayton Greer seconded the motion.  The motion carried unanimously.

Demand Side Working Group (DSWG) 

Mr. Belk reported that the one-day seminar for Demand Side Participation in the Texas Nodal Market on May 9, 2008 at ERCOT Austin was well attended; and that DSWG is mindful that WMS instructed the group to draft a Nodal Protocol Revision Request (NPRR) addressing Nodal Load Resource Responsive Reserves (RRS) Negative Bidding, and that DSWG might re-author a previous solution or bring another solution.
Qualified Scheduling Entity (QSE) Managers Working Group (QMWG)
David Detelich reviewed recent activities of the QMWG.  Market Participants discussed market implications to Wind-powered Generation Resources (WGRs) being limited in ramp rates by something other than technology; that all generators are faced with ramp rate limitations that are not associated with their technology; whether issues will self-correct at nodal go-live when ramp rates will be more transparent to ERCOT; that there a reliability issues associated with rapid ramp rates that are unaccounted for; and that perhaps dispatch should be organized on orders of magnitude.

Regarding the 50/50 versus 80/20 wind forecast; Market Participants expressed hope that how and when data is communicated will be codified; and discussed that the forecast is designed to learn from itself; that there is not a lot of historical data to judge the accuracy of 80% at this time; and that over-commitment is currently in the 10s of MW, not in the 100s.

Verifiable Cost Task Force (VCTF)
Mr. Belk proposed that the necessary changes to the WMS Procedures, as well as a scope statement, be brought for WMS consideration at the June 2008 meeting to convert the VCTF into a WMS working group.  There were no objections.

Nodal Verifiable Cost Manual 
Ino Gonzalez reviewed changes to the Nodal Verifiable Cost Manual, and noted that work on Power Purchase Agreements (PPAs) and Tolling Agreements is not finished, and that work on Exceptional Events definitions has not yet begun.  Market Participants discussed that changes to the document would be accomplished by submission of a new version; that PRRs and NPRRs may be required for subsequent versions; and that Version Nine implements changes agreed to by the VCTF.  Mr. Gonzalez added that entities that intent to submit Verifiable Costs are encouraged to first meet with ERCOT staff.
Kristy Ashley moved to approve Version Nine of the Nodal Verifiable Cost Manual as presented.  Tom Jackson seconded the motion.  The motion carried with three abstentions from the Consumer (2) and Independent Power Marketer Market Segments.

NPRR for PPAs as Verifiable Cost
Mr. Gonzalez reported that the draft NPRR for PPAs as Verifiable Cost would be brought back to the June 2008 WMS for endorsement.

Nodal Verifiable Cost Implementation Plan

Mr. Gonzalez noted that WMS approved the Nodal Verifiable Cost Implementation Plan at the May 2008 meeting, and reviewed recent revisions.  Market Participants discussed the addition of the column “Last Date Costs May Be Submitted”; that the only penalty for untimely submission is delayed review; that there are no objections to posting the revised plan with an explanation that the revisions await approval; and that the revisions would be voted on at the June 2008 WMS meeting.
Nodal Delay

Mr. Belk requested that WMS members consider what items need to be addressed in light of the recent announcements that nodal functionality will be delayed.  Ms. Flores noted that Commercially Significant Constraints (CSCs) for 2009 would need to be determined; that Board approval would be needed by November 1, 2008; and that a proposed list would need to be brought for WMS consideration in September 2008.  Ms. Flores added that the goal was always to do CSC and Closely Related Element (CRE) analysis for 2009, so the methodology for an annual auction remains in place.  Mr. Greer added that all subcommittees should review potential needs for PRRs in light of a nodal delay.

PRR754, Resource Settlement Due To Forced Transmission Outage
Bob Helton presented proposed revisions to PRR754.  Market Participants discussed that compensation is sought for maintenance associated with forced outages; that the revisions are proposed to save dispute costs; and that Verbal Dispatch Instructions (VDIs) address units forced to operate at reduced output levels.
Randy Jones moved to endorse PRR754 in concept, and to include ERCOT comments and International Power America (IPA) comments as amended by WMS.  Mr. Greer seconded the motion.  Market Participants further discussed that when the Special Protection Scheme (SPS) is released within a four hour window, the unit may come back on; that if a unit a planned to be on and does not come back on, there will be Schedule Control Errors (SCEs); that the four hour window is based on the assumption that the outage did not incur damage; and that the proposed revisions address concerns regarding outages caused by severe weather.  The motion carried with two objections from the Independent Retail Electric Provider (IREP) Market Segment, and two abstentions from the Investor Owned Utility Market Segment.
PRR743, TCR Transition to CRR
Ms. Garza reviewed background issues and past actions associated with PRR743, as well as decisions made or still needed, and noted that there are concerns associated with the implementation of a Real Time Market while delaying the Day Ahead Market (DAM), and suggested that those discussions be held at the Transition Plan Task Force (TPTF) meetings.
Ms. Garza reviewed remaining open questions, and pros and cons of running a 2009 Annual Transmission Congestion Rights (TCR) auction.  Market Participants discussed that the nodal go-live date is a key input; that with the TCR auction in December 2008, a PRR would need approval at the November 2008 Board meeting at the latest; that the PRR filed should have Urgent status; and that March versus October nodal go-live dates would render different decisions regarding an annual auction.
Credit Risk Assessment 
Cheryl Yager noted that the Credit Work Group (Credit WG) reported to the Finance and Audit Committee (F&A) that the Credit WG and Market Participants would like to have more time to review model assumptions, and see runs from the model, before establishing a Market Credit Risk Standard with “hard” limits.  Ms. Yager also noted that the F&A Committee requested that the Credit WG still proceed with development of a Standard focused on monitoring; that a revised timeline for the process has not been defined; that staffing would need to be addressed if the model is to be run more than quarterly; and that historical data would be pulled into the model, in addition to high-level assumptions.

Congestion Revenue Rights (CRR) Credit Policy Task Force Update (see Key Documents)
Draft NPRR to Change Default Allocation

Mr. Greer presented a multiple-option draft NPRR to change the default allocation for CRRs.  Mr. Greer reviewed the four options, and noted that the main difference is the timeline of when payments would go out; that there remains work to be done on the draft NPRR; and that direction from the WMS would assist completion of the draft.  

Market Participants discussed that all options that pay out of the CRR balancing account should be modified; fault should not be picked up by Loads at a rate greater than $2.5 million per month; that the Credit WG has discussed insurance and third-party clearing in the past, and that additional consideration should be given to those possibilities to remove risk as far away from the market as possible; and that third parties would have their own criteria and posting requirements, with potential increased costs to Consumers.  
A straw poll of WMS members showed two in favor of Option 3 (which is Option 1, CRR Balancing Account, Reverting to Option 2, Current Method for Real-Time), and ten in favor of Option 4 ( which is CRR Auction Revenues and CRR Balancing Account).  Mr. Greer noted that he would draft an NPRR using Option 4, and would present it for WMS consideration at the June 2008 meeting.
Draft NPRR Revision to CRR Obligation Margin Adder (see Key Documents)
Mr. Greer reviewed current credit requirements, presented language to revise the margin adder for CRR obligations to a value “X” to be determined by the subcommittee process, and noted that the language needs to be reviewed by TPTF, Credit WG, and the Protocol Revision Subcommittee (PRS), in addition to WMS.  
Mr. Greer noted that the most effective time to ensure appropriate collateral for the instrument is at the time of award.  Market Participants discussed whether the adder depends on the clearing price and is specific for point-to-point; that with no action, “X” would be $10; that $10 is far from correct and that financial professionals should review the proposal; that alternatives, such as interim auction reviews for collateral, might be a possibility; and that a variety of long term solutions might be implemented that would be more process oriented, and would not require system modifications.

Market Participants also discussed that an option only market would work, but would be very expensive; that most markets begin with obligations and only add options at a later date; that the list of long term obligations would begin development after six monthly auctions; and that CRRs do not necessarily have to be offered at the 69kV level just because ERCOT is managing to that level.  Mr. Belk requested that Mr. Greer return with a suggested number for “X” and advocates to speak to the separate positions.
Proposal to Set Initial Limit on CRR Bids

Ms. Garza presented reasons to consider a limit on CRR bid volume, noted the key assumption that Option bids will be 10% of volume, and reported that bids may be limited by notification to TAC, and implemented upon Board approval without further change to the Nodal Protocols.
Ms. Garza reviewed concerns and mechanisms to limit bids, and presented a comparison matrix of other Independent System Operator (ISO) practices.  Market Participants discussed that the ERCOT market has credit risk and volatility unlike any other market, posing added difficulty in establishing credit limits for any CRR; and that Market Participants should review the item more closely, not that nodal go-live has been delayed.  
Market Participants further discussed whether entity-specific limits may be employed; that limits per customer might be combined with transactional fees on cleared bids; that hard limits might be applied initially and for a finite period of time, to reduce the incentive to create subsidiaries; and that the ERCOT market is twice as large as the next largest market, with the most complex system, and with solution-time constraints.
Ms. Garza stated that she would return with a specific proposal for WMS consideration at the July 2008 meeting, encouraged Market Participants to send additional thoughts to her at via e-mail, and announced that the CRR system will be ready to execute on December 1, 2008. 
Adjournment

Mr. Belk adjourned the meeting at 3:30 p.m.

� Key Documents referenced in these minutes may be accessed on the ERCOT website at: � HYPERLINK "http://www.ercot.com/calendar/2008/05/20080521-WMS.html" ��http://www.ercot.com/calendar/2008/05/20080521-WMS.html� 
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