APPROVED
Wholesale Market Subcommittee (WMS) Meeting

Marriott – South Austin Airport – Salon A



4415 South IH-35 – Austin, Texas – 78744

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

Members:

	Ashley, Kristy
	Exelon Generation
	

	Belk, Brad
	LCRA
	

	Brand, Amy
	Dow Chemical
	

	Bruce, Mark
	FPL Energy
	

	Burlingame, Mark
	Stream Energy
	

	Clemenhagen, Barbara
	Topaz
	

	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

	Garrett, Mark
	Direct Energy
	

	Greer, Clayton
	J Aron and Company
	

	Hauk, Christine
	Garland Power & Light
	

	Jackson, Tom
	Austin Energy
	

	Jones, Randy
	Calpine
	

	Miller, Gary
	Bryan Texas Utilities
	

	Moss, Steven
	First Choice Power
	

	Ögelman, Kenan
	CPS Energy
	

	Pieniazek, Adrian
	NRG Energy
	

	Stephenson, Randa
	Luminant
	

	Whittle, Brandon
	DB Energy Trading
	


Guests:

	Brandt, Adrianne
	Austin Energy
	

	Cochran, Seth
	Sempra Trading
	

	DiSanto, Dottie
	South Texas Electric Coop.
	

	Elliot, Andrew
	Suez Energy Resources
	

	Fournier, Margarita
	Competitive Assets
	Via Teleconference

	Goff, Eric
	Constellation
	

	Greffe, Richard
	PUCT
	

	Jennings, Kenneth
	Duke Energy Ohio
	

	Jones, Dan
	Potomac Economics
	

	Kolodziej, Eddie
	Customized Energy Solutions
	

	Nikazm, Tamila
	Austin Energy
	

	Orr, John
	Constellation
	

	Philips, Marji
	PSEG Texas
	

	Siddiqi, Shams
	Crescent Power Consulting
	

	Stecklein, Chris
	Direct Energy
	

	Wagner, Marguerite
	Reliant
	

	Wittmeyer, Bob
	DME
	

	Yoho, Lisa
	Citigroup Energy
	


ERCOT Staff:

	Albracht, Brittney

	Carmen, Travis

	Coon, Patrick

	Flores, Isabel

	Gallo, Andrew

	Garza, Beth

	Gonzalez, Ino

	Rickerson, Woody


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

Brad Belk called the meeting to order at 9:34a.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.

Mr. Belk noted that PRR754, Resource Settlement Due To Forced Transmission Outage, was remanded to WMS by the Protocol Revision Subcommittee (PRS), and that a discussion of PRR754 would be added to the day’s agenda.  There were no objections.  Betty Day introduced Amanda Bauld as the new Manager of ERCOT Settlements and Billing.

Approval of the Draft March 19, 2007 WMS Meeting Minutes (see Key Documents) 

Randy Jones moved to approve the draft March 19, 2008 WMS meeting minutes as posted.  Adrian Pieniazek seconded the motion.  The motion carried unanimously.
ERCOT Board of Directors (Board) and Technical Advisory Committee (TAC) Meeting Update 
Mr. Belk reported on the April 2008 Board meeting at ERCOT Taylor, noting discussion of Market Participant nodal readiness; that contrary to the Transition Plan, nodal will continue to run after completion of the 168-Hour Test in order to gain more familiarity; and that Steve Byone reported that a request would be made to increased the ERCOT System Administration Fee by 15 cents.  Mr. Belk reported that all TAC items were approved by the Board; that there was some discussion of implementing Public Utility Commission of Texas (PUCT) disclosure rules; and that Mark Dreyfus reviewed the Managing Protocol Content during Texas Nodal Market Implementation document, and conveyed TAC’s and subcommittees’ concern regarding unforeseeable impacts of nodal and the 2009 Project Priority List (PPL).
Working Group/Task Force Updates (see Key Documents)
Demand Side Working Group (DSWG) 
Mr. Belk reminded Market Participants of the one-day seminar for Demand Side Participation in the Texas Nodal Market scheduled for Friday, May 9, 2008 at ERCOT Austin.
Meter Working Group (MWG)
Dottie Disanto reported on recent activities of the MWG, and noted that Market Participants need to download a new test report that has been modified at the recommendation of ERCOT-Polled Settlement (EPS) meter inspectors.

Transition Plan Task Force (TPTF) Verifiable Cost Subgroup: Nodal Verifiable Cost Process Update (see Key Documents)
Jim Galvin presented an update of the TPTF Verifiable Cost Subgroup Summary; conveyed the subgroup’s concern that nodal implementation is rapidly approaching, and the Verifiable Cost is a new process involving significant data; and reviewed remaining issues including emissions pricing, the definition of exceptional events and a cost recovery process, and Power Purchase Agreements (PPAs).    Market Participants discussed the need to create guards against gaming; which issues required resolution before the manual could be approved; and that ERCOT should be allowed to start collecting data regarding emissions pricing.  Ino Gonzalez added that WMS may approve the Verifiable Cost Manual without finalization of the emissions pricing component, and that revisions to the manual are expected.
Verifiable Cost Methodology Manual
Market Participants discussed approving the Verifiable Cost Methodology Manual as presented, and making revisions as issues are vetted; that PPAs and emissions pricing should be dealt with separately; that TPTF has not provided guidance on PPAs or emissions pricing, and likely will not; that issues left out of the manual on first approval may never be added upon revision; and that nothing should be included in the manual for ERCOT’s use that is not supported first by ERCOT Protocols.

Market Participants further discussed that as a placeholder, the manual states that WMS will determine emissions pricing; that though costs will not be utilized until December 2008, ERCOT prefers to not receive Verifiable Cost data until the manual is approved; that to not allow PPAs would discriminate against many generation facilities, and prevent participation in the Day-Ahead Market; that entities do not want to share data in order to obtain verifiable costs; that there are many PPA structures; and that PPAs should not be included in the manual prior to vetting through the Protocol revision process.
Market Participants further discussed whether the 168-Hour Test would be compromised by delaying the manual; that data submissions should be staggered to allow time to verify costs; and that the manual contains syntax and formatting errors that should be corrected before approval.

Barbara Clemenhagen moved that WMS give provisional approval of the Verifiable Cost Manual subject to minor tweaks at TPTF and technical editing; that index costs be used for emission costs; that WMS give specific guidance that certain PPA costs shall be considered Verifiable Costs subject to WMS approved rules to prevent potential market abuses; and that all revisions return to WMS within 90 days for final approval.  Mr. R. Jones seconded the motion.
Market Participants discussed that the manual had been available to Market Participants for several months, and few comments had been received; that the word “tweaked” in the motion is vague and might lead to significant alteration; that a placeholder for PPAs is inappropriate without safeguards; and that items in the manual other than PPAs will also require Protocol revisions.  Mark Burlingame moved to call the question.  There were no objections to Mr. Burlingame’s motion, discussion of the item ceased, and Mr. Belk requested a roll call vote.   The motion carried on roll call vote with one abstention from the Consumer Segment.  (Please see the ballot posted with Key Documents.)
Verifiable Cost Implementation Plan
Mark Bruce moved to approve the Verifiable Cost Implementation Plan as posted.  Randa Stephenson seconded the motion.  The motion carried unanimously.
Marguerite Wagner expressed concern regarding the use of contractors to apply Verifiable Costs, noted the large learning curve and the need for consistent application, and requested that ERCOT seek a balance of staff and contract labor.  
Formation of Verifiable Cost Task Force (VCTF)
Mr. Belk called for the formation of a VCTF to address identified issues such as the definition of extraordinary events and PPAs, noted that Mr. Gonzalez would serve as the ERCOT staff liaison, thanked Mr. Galvin for his efforts, and at Mr. Galvin’s recommendation, requested that Jeff Brown serve as VCTF chair.
PRR754

Mr. Belk noted that WMS would not be able to take action on PRR754 as it was not noticed for a vote, and did not meet the standard for an emergency condition, and requested that PRR754 be an agenda item for the May 2008 WMS meeting.  Mr. Bruce added that Market Participants are able to provide individual comments at or before the PRS meeting. 
Congestion Management Report (see Key Documents)
West to North and North to West Commercially Significant Constraint (CSC) Congestion Management

Isabel Flores reviewed zonal congestion, active and binding intervals, actual CSC flows versus limits, congestion charges versus Transmission Congestion Rights (TCR) payments, average shadow prices, and outages for January 2008 through March 2008.
Regarding CSC limits versus actual flows, Market Participants discussed that limits are calculated by operations and engineering support, but differ from the guidance given to operators; that operators may be controlling to much lower limits due to stability issues, which are not posted for security reasons; that all efforts to control the interval are not shown in the time sequence; and that the North to West chart is losing its meaning.  Market Participants also discussed that a CSC calculator for real-time is being developed to provide more transparency to the market; and that during some periods of the year, two limits are set.
Regarding congestion charges versus TCR payments, Christine Hauk questioned whether WMS or some other body has a responsibility to address the increasing costs borne by all Market Participants.  Mr. Belk noted that WMS is responsible for reviewing ERCOT’s congestion tools; that despite changes in recent years, weaknesses in the zonal model continue to be revealed; and that the solution is conversion to a nodal market. 
Regarding the timing of outages, Market Participants discussed that ERCOT staff should be able to determine when an outage is underestimated; that outages are not necessarily approved in time for auctions; that nodal might provide new metrics to keep Transmission and Distribution Service Providers (TDSPs) within their outage timelines; that resource constraints usually prevent outage approval sooner that the 30 days required by Protocols; that outages also affect Ancillary Services and bilateral trades; and that changes to the zonal market might be put into place just in time for nodal implementation.
Walter Reid opined that the Balancing Energy Neutrality Adjustment (BENA) shortfall is a small number in comparison to the money lost due to curtailment, and that value would be realized by the whole market if short-term operational changes could be implemented.  Market Participants discussed that new metrics for TDSPs will be captured in a Nodal Protocol Revision Request (NPRR). Ms. Flores requested Market Participant assistance in generating the appropriate metrics.
Beth Garza noted that, going forward, a higher level of review and oversight will be given to the decision to sell TCRs, and that wind generation assumptions in the seasonal planning cases have been reevaluated.  Market Participants discussed that only publicly available outages are included in the TCR auction announcement; that there will be in impact to BENA in April 2008; that there are not provisions in the Protocols for the economic coordination of outages; that outage scheduling transparency and market impacts should be considered; that Protocols prohibit ERCOT from making markets; and that ERCOT does not have the tools to determine economic impacts of outages.

Antitrust Training

Andrew Gallo provided antitrust training.
Wind Generation Workshop – WMS Action Items (see Key Documents)
Mr. Bruce reported on the March 17, 2008 Wind Workshop at ERCOT Austin, noting that the bulk of the resultant list of topics were assigned to the Reliability and Operations Subcommittee, and subsequently to the Wind Operations Task Force (WOTF), and that the following items were assigned for WMS consideration:
· Low Sustained Limit (LSL) as a percentage of High Sustained Limit (HSL) Performance Measure

· Wind-power Generation Resource (WGR) Ramp Rate Limitations

· Wind Qualified Scheduling Entity (QSE) Resource Plan Update Timing

· Ancillary Service Procurement During High Risk Period

· Down Balancing Bids from WGR QSEs 
Market Participants discussed that wind should not be singled out, but those resources not constrained to follow Schedule Control Error; that many of the items should be considered by the QSE Managers Working Group (QMWG) for urgent or quick-resolution items; that down balancing should be listed as an urgent item; and that discussion should take place as to whether to include economic criteria in outage considerations.
Market Participants further discussed that major construction outages in West Texas are likely to persist for many years, and that CMWG input should be sought.  Mr. Belk requested that the QMWG sort topics into solvable and unsolvable, report progress monthly to WMS, and meet twice each month, if necessary.  Mr. Belk acknowledged that many of the QMWG members are also involved in nodal implementation.
Notice Per Protocol for Limit on Congestion Revenue Right (CRR) Bids (see Key Documents)
Ms. Garza provided notice that a limit will be required on CRR bids, and reviewed the proposed action, noting that ERCOT staff is in the process of executing auctions with large bid sets, and gauging run times.  Market Participants discussed whether the limit would be a firm number, based on credit worthiness, Generation or Load, or other criteria; and that credit optimization is a complicating factor.
Ms. Garza welcomed Market Participant input and noted that June 2008 is the target date for a WMS recommendation.  Mr. Belk requested that Ms. Garza return at the May 2008 WMS with proposals for what recommendations might be acceptable.

CRR Credit Policy Task Force Update (see Key Documents)
Clayton Greer reviewed the recent activities of the CRR Credit Policy Task Force, noting the two major issues of how a credit default would impact the Day Ahead Market (DAM), and the correct level of margin required for CRR obligations, and highlighting DAM benefits.  Mr. Greer reviewed two proposed alternatives to assigning defaults to the DAM, adding that any option would require an NPRR.
Market Participants discussed that with Option 1 there is an anticipation of over-collection of congestion rents, with excess disbursed to Loads at the end of each month, effectively making Loads pay for default in the DAM; that Load pays for default in both Option 1 and Option 2, but that in Option 2 it is more evident; that the risk of default should be borne by the participants in the particular market, but if the DAM ceases to function due to default, Loads would be impacted; and benefits of insuring the DAM against defaults relative to costs.  Mr. R. Jones added that Market Participants failed when making the DAM voluntary, and that an option must be selected that allows the continuance of the DAM, without which the nodal market will lack unit commitment.
Mr. Belk requested that the CRR Credit Policy Task Force draft an NPRR with multiple options for consideration at the May 2008 WMS meeting, and that input be sought from the Credit Work Group.
Adjournment

Mr. Belk adjourned the meeting at 4:15 p.m.
� Key Documents referenced in these minutes may be accessed on the ERCOT website at: � HYPERLINK "http://www.ercot.com/calendar/2008/04/20080416-WMS.html" ��http://www.ercot.com/calendar/2008/04/20080416-WMS.html� 
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