Meeting Notes 
Verifiable Cost Working Group (VCWG) Meeting

ERCOT Austin

Friday, 27 June 2008
Antitrust Admonition

Mr. Gonzalez 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.

Mr. Gonzalez announced that VCTF is now a Working Group (VCWG) reporting to WMS.
VCWG members elected 2 co-chair people & vice chair 

Ino Gonzalez will be co-chair from ERCOT Staff
Heddie Lookadoo elected co-chair from Stakeholders

Russell Lovelace elected vice chair from Stakeholders

Exceptional Events:  
Discussion of gas price markets day ahead vs same day.  ERCOT presents its analysis of gas price variation prepared as requested in last meeting.
Heart of this problem is that by the time Resource finds out it is being RUCed for tomorrow, it is too late to buy gas on the day ahead-market, and it must buy on the “same day” spot market, at a price that is likely to be higher.  If RUC is because of weather or such event, gas price may be much higher than on day ahead market.  Yet, gas price index used to cap the offer would reflect mainly the day ahead level price.  ERCOT analysis suggests that variation in price differences is as likely to be down as up.  For example, ERCOT’s analysis showed that over a two year period about 16 percent of the time fuel prices were higher, by as much as 3 percent, on the operating day as compared to the day ahead.  The same trend occurred with prices being lower on the operating as compared to the day ahead.  However, market participants that have to purchase fuel at spot prices end up with much higher costs than those being reflected in the ERCOT report, which only considers differences in fuel prices over a two day period.  

Russell Lovelace and Heddie Lookadoo will prepare additional fuel cost analysis and present to the VCWG on a later date.

Heddie to estimate adverse financial impact from higher gas prices using generic fuel consumption rates.2nd.
The VCWG agreed that this problem is not really an “Exceptional Event”, but a continuing and routine problem for Resources that are RUCed.  Perhaps it should be a routine adjustment for differences between day ahead (index) & spot gas market.  
There was general agreement to remove this issue from Exceptional Events category and reclassify it as something else.
Review of Postponed Maintenance NPRR
· 1st sentence must be changed: make this a verbal RUC dispatch instruction to prohibit going off line.
· Paragraph b must be changed to include correct outage terminology.
· Some, but not all, modifications made during meeting.  See meeting revised version.
· Still have more work for ERCOT to do on language in this NPRR.
Review of list of unresolved issues

· Several items were added to the unresolved list.  See revised version from meeting.
· Duct firing discussion:  is this a normal or abnormal situation?  Opinions differ.  No clear determination as to what is next step on this.
· What is real situation on wind day ahead offers & Generic start-up cost @ $7200?  ERCOT to research this wind Generic cost issue.
Review of PPA white paper:  
· ERCOT slide summarizing changes since last meeting.
· Examples reviewed in some detail with some reference to text.
· Add “first” to “commercial operation date” bullet.
· More discussion & summary of changes by ERCOT.
· No problems expressed with concepts & examples on any major part; no other changes suggested at this point.
Next Meeting

Location:           Austin MET, Room 211

Date                 7/1/08 (Tuesday)

Time:                9:30am-3:00pm

