DRAFT
Minutes of the Joint Emergency Technical Advisory Committee (TAC) 
and Wholesale Market Subcommittee (WMS) Meeting
ERCOT Austin – 7620 Metro Center Drive – Austin, Texas 78744

Friday, June 13, 2008 – 9:30am –1:00pm
Attendance

TAC Members:

	Ashley, Kristy
	Exelon
	

	Belk, Brad
	LCRA
	

	Bivens, Danny
	OPUC
	

	Boyd, Phillip
	City of Lewisville
	

	Brewster, Chris
	City of Eastland
	

	Brown, Jeff
	Shell Energy
	

	Bruce, Mark
	FPL Energy
	

	Comstock, Read
	Strategic Energy
	

	Fox, Kip
	AEP
	Alt. Rep. for R. Ross

	Gurley, Larry
	Luminant
	

	Hendrick, Eric
	Stream Energy
	

	Houston, John
	CenterPoint Energy
	

	Johnson, Eddie
	Brazos Electric Power Coop.
	Alt. Rep. for H. Lenox

	Jones, Randy
	Calpine
	

	Madden, Steve
	StarTex Power
	Alt. Rep. for M. Zlotnik

	McClendon, Shannon
	Consumers – Residential 
	Via Teleconference

	Morter, Wayne
	Austin Energy
	Alt. Rep. for M. Dreyfus

	Moss, Steven
	First Choice Power
	

	Ögelman, Kenan
	CPS Energy
	Alt. Rep. for Les Barrow

	Pieniazek, Adrian
	NRG Texas
	

	Robinson, Oscar
	Austin White Lime Company
	

	Seymour, Cesar
	SUEZ
	

	Smith, Bill
	Air Liquide
	

	Whittle, Brandon
	DB Energy Trading
	


The following TAC Proxies were assigned:

· Henry Wood to Eddie Johnson

· William Lewis to Steve Madden

· Eric Hendrick to Steve Madden

WMS Members:

	Aldridge, Curry
	Tenaska
	Alt. Rep. for K. Emergy

	Ashley, Kristy
	Exelon Generation
	

	Belk, Brad
	LCRA
	

	Berend, Brian
	Stream Energy
	

	Bivens, Danny
	OPUC
	

	Brand, Amy
	Dow Chemical
	

	Bruce, Mark
	FPL Energy
	

	Clemenhagen, Barbara
	Topaz
	

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

	Fox, Kip
	AEP
	Alt. Rep. for R. Ross

	Gurley, Larry
	Luminant
	

	Jackson, Tom
	Austin Energy
	

	Jones, Randy
	Calpine
	

	Madden, Steve
	StarTex Power
	Alt. Rep. for J. Taylor

	Miller, Gary
	Bryan Texas Utilities
	

	Moss, Steven
	First Choice Power
	

	Muñoz, Manuel
	CenterPoint Energy
	

	Ögelman, Kenan
	CPS Energy
	

	Pieniazek, Adrian
	NRG Energy
	

	Troell, Mike
	South Texas Electric Coop.
	Alt. Rep. for C. Lange, Via Teleconference

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

	Whittle, Brandon
	DB Energy Trading
	


The following WMS Proxy was assigned:
· Christine Hauk to Tom Jackson
Guests:

	Bailey, Robert
	NRG Energy
	

	Bell, Wendell
	TPPA
	

	Brandt, Adrianne
	Austin Energy
	

	Broussard, Richard
	Sempra Energy Solutions
	

	Cassol, Rudy
	Tenaska
	

	Cochran, Seth
	Sempra Trading
	

	Daniels, Howard
	CenterPoint Energy
	

	Dohruardt, Bray
	DE
	

	Fon, Linda
	Tara Energy, Inc.
	

	Greffe, Richard
	PUCT
	

	Gresham, Kevin
	Reliant Energy
	

	Griffey, Charles
	Reliant Energy
	

	Jaussaud, Danielle
	PUCT
	

	Jones, Dan
	Potomac Economics
	

	Kolodziej, Eddie
	Customized Energy Solutions
	

	Liang, Conglong
	Constellation Energy
	

	Oldham, Phillip
	TIEC
	

	Orr, John
	Constellation
	

	Oswalt, Vicki
	Reliant
	

	Phannenstiel, Darrin
	Stream Energy
	

	Prater, Ron
	GMEC
	

	Priestly, Vanus
	Juice Energy
	

	Schubert, Eric
	BPEC
	

	Starnes, Bill
	Denton
	

	Thomas, Meena
	PUCT
	

	Torrent, Gary
	OPUC
	

	Wagner, Marguerite
	PSEG
	

	Wittmeyer, Bob
	DME
	

	Woodebon, Robert
	Frontier Associates
	

	Zarnikau, Jay
	Frontier Associates
	


ERCOT-ISO Staff:

	Albracht, Brittney
	
	

	Bauld, Amanda
	
	Via Teleconference

	Gage, Theresa
	
	

	Gonzalez, Ino
	
	Via Teleconference

	Grable, Mike
	
	

	Hobbs, Kristi
	
	

	Mickey, Joel
	
	


Unless otherwise indicated, all Market Segments were present for a vote.
TAC Vice Chair Mark Bruce called the TAC meeting to order at 9:30 a.m.
Antitrust Admonition
Mr. Bruce directed attention to the Antitrust Admonition, which was displayed.  A copy of the Antitrust Guidelines was available for review.  Mr. Bruce reviewed assigned proxies and Alternate Representatives, reminded teleconference participants to employ their mute buttons, and announced that discussions would be held jointly, but that WMS would resolve discussions first, and then TAC would vote.
Consent of Emergency Condition
Mr. Bruce noted that 51% of TAC members must agree that conditions required to convene an emergency meeting have been met.
Randy Jones moved that conditions required to convene an emergency TAC meeting had been met.  Eric Hendrick seconded the motion.  The motion carried unanimously. 

Mr. Bruce convened the emergency TAC meeting at 9:35 a.m.
WMS Chair Brad Belk convened the emergency WMS meeting at 9:35 a.m.
Emergency Public Utility Commission of Texas (PUCT) Open Meeting (06/11/08) Update

Mr. Bruce announced that at the June 11, 2008 Emergency Open Meeting, the PUCT Commissioners directed WMS and TAC to meet and vet issues associated with the PUCT objective, relating to PUCT Subst. R. 25.505 (g), Resource Adequacy in the Electric Reliability Council of Texas Power Region, which is for ERCOT, on a forward going basis, to expeditiously make revisions consistent with the newly clarified Commission intent that the Market Clearing Price of Energy (MCPE) should not rise above the current offer cap of $2250/MWh.  Mr. Bruce noted that the WMS and TAC feedback will be provided at the June 17, 2008 meeting of the ERCOT Board of Directors.
Market Participants discussed that there was no formal action by the PUCT to open a rulemaking to clarify PUCT Subst. R. 25.505 (g) regarding energy offer caps and price caps; that the PUCT’s concerns are specific to the zonal market; and that some portions of discussion may be framed at the day’s meeting, but set aside for further discussion at a future meeting in order to focus on necessary technical considerations.
Options for Achieving PUCT Objective on Zonal Pricing (see Key Documents)
Independent Market Monitor (or Potomac Economics) Proposal

Dan Jones presented the Potomac Economics proposal, including background information, proposed solution and observations, and noting that Shadow Price Caps were implemented in 2006; that recently implemented Protocol Revision Request (PRR) 764, Zonal Congestion and CSCs/CREs, has had some effect; and that work continues to determine what changes to the interconnect have produced recent simultaneous constraints, suggesting that perhaps Load growth in addition to previously low-visibility Congestion are contributing factors.
Market Participants discussed that there are other areas of operation where liberties are taken with prices, such as in Scheduling Pricing Dispatch (SPD) system; that the market acknowledges offer caps and aligns prices with them; that absurdly low or high numbers are clearly not correct answers and are rejected in favor of a more logical number; and that the IMM proposal does not tread unfamiliar territory.  Market Participants also discussed the potential to set precedent for the Locational Marginal Pricing (LMP) market; that the Nodal two step approach effectively does for nodal what is now being contemplated for zonal; and that dispatch would not be affected.  Mr. D. Jones added that if any justification is needed for the $300 million spend on the nodal operating system, one need look no further than May 2008.
Reviewing the North to South (N-S) Constraint Nodal Simulation, Mr. D. Jones noted that with inefficient dispatch comes inefficient pricing.  Market Participants discussed resource adequacy, scarcity pricing, and Peaker Net Margin (PNM).
Reliant Proposal

Charles Griffey presented the Reliant alternative proposal for inter-zonal congestions pricing, opining that that returning to a Shadow Price Cap of $2500/MWh delivers a better signal to the market, and that until the nodal market is implemented, there is an inherent problem with wealth transfer from Load to Generation that does not necessarily incent increased capacity.
Market Participants discussed that the $2500/MWh cap is not solely for building resource adequacy, and the Reliant proposal may incent entities to go short in large metropolitan areas; that the incentive to hedge may be reduced, thereby inducing failures due to inadequate hedging; that the reason for changing the Shadow Price Caps are still valid and should not be rolled back; and that while the economic and efficiency arguments are good, the proposal is outside of TAC authority without clear direction from the PUCT.  Adrian Pieniazek added that both the IMM and Reliant proposals are intrusive, but that the Reliant proposal is just more so, and still does not solve Congestion.
Dr. Shmuel Oren Proposal

Danielle Jaussaud presented the proposal by Dr. Shmuel Oren, who was in attendance via teleconference.  Ms. Jaussaud clarified that PUCT staff had not formed a recommendation on the three proposals, that Dr. Oren’s proposal does not represent PUCT staff position, and that Dr. Oren in a consultant to the PUCT.
Market Participants discussed how revenue adequacy would be maintained; that the PUCT is clear in its direction that offers of $2250/ MWh from entities without market power should be honored, and that bids at the offer cap might be inadvertently eliminated; that if Steps 1 and 2 are reversed, there will be no impacts to Operations, but that timely price signals will not be possible; and that there may be Settlement impacts, and the effect of sending Load into the balancing market.

Dr. Shmuel noted that if an offer is below the offer cap, but rejected for exceeding the shadow cap, that ERCOT will still use the MWs to solve Congestion.  Market Participants further discussed that it is important to know when prices can be settled; that there are affects to liquidity; that an inability to see MCPE in Real-time is problematic for Demand Response; and that the PUCT should speak to market power mitigation.  Ms. Jaussaud noted that the nodal market will have competitive and non-competitive constraints, and that rule changes may be needed for consistency, though there is no project number at this time.
Mr. Bruce asked if there were any additional proposals for consideration.  Hearing none, Mr. Bruce asked ERCOT staff to speak to implementation of the three proposals.
Implementation Discussion
Operations

Joel Mickey reviewed implementation and operational aspects of the three proposals, noting that the IMM and Reliant proposals are compatible with current systems, and that Dr. Oren’s proposal is accomplishable if Steps 1 and 2 may be performed in reverse order.  Mr. Mickey added that the ability to accommodate a price cap and price floor in Real-time has been implemented in ERCOT system software in the past week.  
Settlements
Ino Gonzalez noted that he does not believe that either the IMM or Reliant proposal have any incremental impact to Settlements, while Dr. Oren’s proposal may have significant impacts to Settlements, and that time is needed to review the proposal.  Mandy Bauld added that Dr. Oren’s proposal raises concerns as to how to pay resources, which Protocol revisions may be required, and that more time for analysis is needed.
Market Participants discussed that the IMM or Reliant proposals could be implemented by ERCOT as soon as directed, with no costs; that proposals that eliminate bids should be avoided; that Dr. Oren’s proposal could not be implemented immediately, though it should be reviewed as a long-term option; and that discussion for the purposes of the day’s meeting should be limited to the two proposals that may be implemented immediately.
Mr. R. Jones moved that the WMS waive notice of vote in order to consider adoption of one of the three proposals.  Eddie Johnson seconded the motion.  The motion carried unanimously.

Mr. R. Jones moved that WMS restrict the day’s WMS discussion to the IMM and Reliant proposals, and that WMS remove Dr. Oren’s proposal from the table as a potential recommendation to the Board at the upcoming June 17, 2008 meeting.  Kristy Ashley seconded the motion.   Market Participants discussed whether Dr. Oren’s proposal was being set aside entirely, or only for the day in order to implement a timely proposal; that a proposal may be implemented for the short-term while Market Participants vet longer-term solutions; and that Dr. Oren’s proposal would not provide price transparency in Real-time, and that and Impact Analysis (IA) should be developed.
Market Participants also discussed that under Dr. Oren’s proposal, proxy units will not be differentiated in the system; that if adopted as a long-term solution, there would be ramifications on Demand Response and Generation response to price signals in Real-time; and that discussion should be between the similar IMM and Reliant proposals, as contrasted to Dr. Oren’s proposal.  Mr. R. Jones rejected a friendly amendment that consideration of Dr. Oren’s proposal continue at the day’s WMS meeting, on the grounds that it may not be implemented quickly, and that continued analysis of and future consideration of Dr. Oren’s proposal is implied.  The original WMS motion carried unanimously.
Barbara Clemenhagen moved that WMS recommend approval of ERCOT implementation of the Potomac Economics proposal.  Joel Firestone seconded the motion.  Mr. D. Jones clarified that the intent of the proposal is to cap ex post pricing at $2,250/MWh with a CSC Shadow Price Cap of $5,000/MW; Kenan Ögelman added that the recommendation also carries adoption of a ($1000)/MWh floor on MCPE.  The motion carried unanimously.

Mr. R. Jones moved that TAC recommend that the ERCOT Board direct ERCOT Staff to implement the Potomac Economics proposal. Steven Moss seconded the motion.  Steve Madden expressed discomfort in rejecting the Reliant proposal, that the Board should be presented both the IMM and Reliant proposal and make a selection based on their answer to the policy question does a body at ERCOT have the authority to implement a procedure that may violate the Resource Adequacy rule?  Mr. R. Jones noted that the PUCT sets parameters, and the market attempts to write rules to fit the design directives.  Mr. Bruce added that he would present all three proposals to the Board, as well as the TAC discussion and recommendation.
Market Participants further discussed that the option to use the best MWs available to solve Congestion should be preserved; and that the IMM proposal is made within the constraints of PUCT policy and reflects the understanding of limitations.  Chris Brewster expressed concern that an action is proposed that is not codified in any document, Guide or Protocol, or any auditable procedure.  Mr. R. Jones offered the counterpoint that there are occasions where Market Participants and ERCOT are able to make a change for the better of the market that is unencumbered by arguments over documents that may divert attention and prevent timely implementation.  Mr. Belk noted that WMS is scheduled to meet the day after the June 2008 Board meeting, and that Mr. Bruce might inform the Board that the WMS will review the issue for potential Protocol revisions.  The TAC motion carried unanimously.
Process

Shannon McClendon opined that ERCOT Operator issues are apparent, that Congestion training might be helpful, and suggested that ERCOT consider requesting Market Participant assistance, in an effort to return to better pricing in the short term.  Brandon Whittle agreed that additional training should be considered, and added that the zonal system is complex and difficult to operate.  

Mr. Bruce concluded that ERCOT has traditionally managed training requirements for staff, noted that Ms. McClendon raises a concern that generates agreement around the table, and took the action item to frame the issue and place it on the TAC agenda.  Mr. Bruce added that the issue will be raised with ERCOT senior management.

Mr. Ögelman noted that PUCT Chairman Barry Smitherman observed that the process by which the Shadow Price Cap is changed was different in the last iteration than in the first, and asked if the TAC and Subcommittee Organizational Review (TASOR) Task Force should take up consideration of the differences.  Mr. Mickey answered that a System Change Request (SCR) installed Shadow Price Cap capability in the system, and that it would be beneficial to have a procedure that determines which body assists in setting the parameter, without setting the actual parameter.  
Mr. Belk noted that new, multiple constraints, as well as a number of decisions, were a factor in recent high prices; and to imply that the change in the Shadow Price Cap was a sole cause of high prices is incorrect.  Mr. Bruce added that clarification may be needed as to what goes into an SCR versus a Guide versus a PRR.  Ms. Clemenhagen noted that a discussion of process is on the agenda for the June 2008 WMS meeting.

Adjournment
Mr. Belk adjourned the WMS meeting at 1:10 p.m.  Mr. Bruce adjourned the TAC meeting at 1:10 p.m.
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