DRAFT
Wholesale Market Subcommittee (WMS) Meeting

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

Wednesday, June 18, 2008 – 9:30 a.m. – 4:00 p.m.
Attendance

Members:

	Bailey, Robert
	NRG
	Alt. Rep. for A. Pieniazek

	Boyd,  Tom
	Tenaska
	Alt. Rep. for K. Emery

	Brand, Amy
	Dow Chemical
	

	Bruce, Mark
	FPL Energy
	

	Burlingame, Mark
	Stream Energy
	Alt. Rep. for B. Berend

	Clemenhagen, Barbara
	Topaz
	

	Clevenger, Josh
	Brazos Electric Power Coop.
	

	Farhangi, Anoush
	Wal-Mart Stores
	

	Greer, Clayton
	J Aron and Company
	

	Jackson, Tom
	Austin Energy
	

	Jones, Randy
	Calpine
	

	Lange, Clif
	South Texas Electric Coop.
	

	McMurray, Mark
	Direct Energy
	

	Miller, Gary
	Bryan Texas Utilities
	

	Moss, Steven
	First Choice Power
	

	Muñoz, Manuel
	CenterPoint Energy
	

	Ögelman, Kenan
	CPS Energy
	

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

	Taylor, Jennifer
	StarTex Power
	

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

	Whittle, Brandon
	DB Energy Trading
	


The following proxies were assigned:

· Kristy Ashley to Brandon Whittle
Guests:

	Bailey, Dan
	Garland Power and Light
	

	Bradley, Beth
	Ales Power Marketing
	

	Brandt, Adrianne
	Austin Energy
	

	Briscoe, Judy
	BP Energy
	

	Cochran, Seth
	Sempra Trading
	

	Comstock, Read
	Direct Energy
	

	Detelich, David
	CPS Energy
	

	Firestone, Joel
	Direct Energy
	

	Greffe, Richard
	PUCT
	

	Jones, Don
	Reliant
	

	Kolodziej, Eddie
	Customized Energy Solutions
	

	Marsh, Tony
	QSE Services/MAMO Enterprises
	

	Milberg, Sadao
	DC Energy
	

	Pizzileo, Frank
	Invenergy
	

	Rafferty, James
	Invenergy
	

	Reid, Walter
	Wind Coalition
	

	Schubert, Eric
	BP
	

	Seymour, Cesar
	SUEZ
	

	Torrent, Gary
	OPUC
	

	Wagner, Marguerite
	PSEG
	

	Wittmeyer, Bob
	DME
	

	Zlotnik, Kevin
	Shumate and Associates
	


ERCOT Staff:

	Albracht, Brittney

	Coon, Patrick

	Flores, Isabel

	Garza, Beth

	Gonzalez, Ino

	Mickey, Joel


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

Barbara Clemenhagen called the meeting to order at 9:30 a.m.
Antitrust Admonition

Ms. Clemenhagen 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 May 21, 2007 WMS Meeting Minutes (see Key Documents) 

Randy Jones moved to approve the May 21, 2008 WMS meeting minutes as posted.  Gary Miller seconded the motion.  The motion carried unanimously.  

ERCOT Board of Directors (Board) and Technical Advisory Committee (TAC) Meeting Update 
Ms. Clemenhagen reviewed the June 5, 2008 TAC meeting, and June 13, 2008 Emergency Joint WMS and TAC meetings, and reported the endorsement of Protocol Revision Request (PRR) 764, Zonal Congestion and CSCs/CREs.
Ms. Clemenhagen also reported that the Board approved the TAC-endorsed proposal by Potomac Economics to achieve the PUCT objective for zonal pricing, and requested a process for populated Shadow Price Caps.  Ms. Clemenhagen also reported that the Board remanded PRR753, PRR Appeals Process, to TAC; that a revised schedule for nodal implementation may be available in August or September 2008; and that the Board discussed budget variance issues, and recent successful Mass Transition events.  Kay Trostle added that there was discussion at the June 5, 2008 TAC meeting regarding the timing of appeals, whether the process would apply to all types of appeals, and whether a ban on ex parte communication should be imposed, though there was no consensus.
Working Group/Task Force Updates (see Key Documents)
Qualified Scheduling Entity (QSE) Managers Working Group (QMWG)
David Detelich reviewed recent activities of the QMWG and issues currently under consideration.  Regarding Wind-powered Generation Resource (WGR) ramp rate limitations, Market Participants discussed whether a 5% or 10% ramp rate limitation is appropriate; that the Reliability and Operations Subcommittee (ROS) should review the issue for reliability consequences and potential for high-frequency events at both limits; that the Wind Operations Task Force (WOTF) is also trying to work through the issue, and that it is important that ERCOT provide analysis before a decision is made; that the Operations Working Group (OWG) came to the conclusion that a 5% limit would be appropriate, but without data, the number seems severe; and that more data is needed to find a ramp rate requirement that meets system operation needs.
Mr. Detelich added that QMWG felt that a 10% limit could be implemented and supported; that the group had conducted the economic analysis requested by Brad Belk; and that the issue could be taken back up for further consideration.  Regarding the implementation of PRR763, Use of WGRPP as Planned Operating Level in Day-Ahead Resource Plan for WGRs, Mark Bruce added that in some instances information is not going to the correct personnel; expressed concern that timeliness or information would continue to be an issue; and encouraged Market Participants and ERCOT to work together to address communication issues before the July 1 implementation date.  Ms. Clemenhagen requested that ERCOT work with Mr. Bruce on the action item, and not rely on e-mails to communicate the information.
Verifiable Cost Task Force (VCTF)
Ino Gonzalez reviewed recent VCTF activities.  Market Participants discussed how index prices are posted; that Discreet Emission Credits are allotted and monitored by the Texas Commission on Environmental Quality (TCEQ), and are not traded between entities; that there are no index prices for Discrete Emission Reduction Credits (DERCs); and that there is a cap on how many DERCs may be used to meet compliance.  
Market Participants further discussed that the issue would require further examination as legislation changes; that any current solution will not be all-encompassing; that a whitepaper is needed, as the topic is unfamiliar to most Market Participants; and that consideration should be given to estimates on the range of dollars per MWh as it relates to DERC.  Randa Stephenson agreed to arrange a conference call for the discussion of non-attainment areas, DERCs, and related topics.  
Regarding Power Purchase Agreements and Tolling Agreements (PPAs), Market Participants discussed that the PPA is the documentation for the Verifiable Cost; and that the cost of the PPA will be capped at the reference unit cost each month.  Mr. Gonzalez reviewed remaining items for consideration by the task force; Mr. R. Jones requested that a determination be made as to whether it is still necessary to designate alternate configurations.
WMS Procedures to Create Verifiable Cost Working Group (VCWG)
Clayton Greer moved to recommend approval of changes to the WMS Procedures to create the VCWG.  Mr. R. Jones seconded the motion.  Mr. Greer suggested that the scope be written by the VCWG and brought back for WMS endorsement. The motion carried unanimously.  
Market Participants discussed leadership for the VCWG; that Ino Gonzalez should co-chair the group, as much of the work involves internal ERCOT processes; that Mr. Gonzalez’s participation in VCWG leadership had already been approved by ERCOT management; and that Mr. Gonzalez should schedule the first VCWG meeting and return to WMS for endorsement of additional VCWG leadership.

Mr. R. Jones noted that Calpine discovered that the Nodal Implementation Surcharge is only found in the go-live phase; that is was perhaps an oversite of Market Participants; and that the VCWG should consider whether the surcharge should continue across all three components of Nodal Implementation, rather than just the one.  

Nodal Verifiable Cost Implementation Plan

Mr. Gonzalez reviewed the document and timeline for submission of verifiable costs, and noted that the delay to the Texas Nodal Market Implementation Date will allow Market Participants more time to develop verifiable costs; that training would be available in Austin, Dallas and Houston; and that it is recommended that Market Participants attend training before submitting verifiable costs.
Market Participants discussed that entities may miss their date for submission and believe they may not submit at a later date; that compliance issues will not be associated with missing the submission date, but that ERCOT then could not guarantee approval of submissions within a certain time; and that the document states “may” rather than “shall” for submissions.  Mr. Gonzalez noted that only after an entity is called for Reliability Unit Commitment (RUCd) are they required to submit verifiable costs, and that further Market Participant input on the document would be appreciated.  

Market Participants further discussed ERCOT resources to processes submissions, that two experienced resources have been hired, but that further hiring cannot be justified at this time; that if the new plan is not approved, the previous document and timeline applies.  Kenan Ögelman opined that the VCWG should take up the issue of generic costs in the Protocols, and verifiable costs for WGR and other renewable sources; Ms. Clemenhagen requested that the VCWG return a recommendation to WMS.
Nodal Protocol Revision Request (NPRR) for PPAs as Verifiable Cost Update
Mr. Gonzalez presented proposed language for an NPRR for PPAs as Verifiable Cost, and requested that Market Participants send comments regarding the draft NPRR.  Brandon Whittle urged that the proposal that would disallow the acceptance of PPAs after 2013 not be considered an option.
Zonal Shadow Price Cap (see Key Documents)
MCPE and Offer Cap/Floor Consistency
Ms. Clemenhagen noted this item was addressed in the June 13, 2008 Emergency Joint WMS and TAC meeting.
Zonal Shadow Price Cap Process

Mr. Greer opined that a Protocol, guide or procedure is needed to formalize price adjustments, and recommended that a PRR be drafted.  Market Participants discussed that a PRR should come from either ERCOT or the Independent Market Monitor (IMM); that transparency and consistency is needed, and that certain requirements should be met to change numbers; that specific Shadow Price Cap numbers should not be in the Protocols, but rather the process for determining and altering the specific numbers.
Market Participants further discussed that changes to the MCPE mathematically changes the Shadow Price; that Urgency should be attached to any draft PRR, and that consideration should be given to other potential procedural changes; that changes in CREs are announced through the stakeholder process, and a similar procedure might be suitable for Shadow Price Cap changes; and that shift factors should also be considered.  
Congestion Revenue Rights (CRR) Credit Policy Task Force Update (see Key Documents)
Draft NPRR to Change Default Allocation

Mr. Greer presented proposed language for WMS consideration.  Market Participants discussed that some of the formulas required correction, and that ERCOT staff would assist in drafting the necessary comments; and that a fault limit to Loads of $2.5 million per month should be incorporated.

Mr. R. Jones move that WMS approve the work done thus far on the draft NPRR,  approve the NPRR in concept, and direct that the NPRR be submitted to the Transition Plan Task Force (TPTF) for review.  Brandon Whittle seconded the motion.  The motion carried unanimously.

Draft NPRR Revision to CRR Obligation Margin Adder (see Key Documents)

Mr. Greer presented proposed language for WMS consideration, noting that TPTF and WMS would be consulted for the value of “X”, previously defined as $10.  
Mr. R. Jones moved to approve the concept of the draft NPRR.  Mark McMurray seconded the motion.  The motion carried with one abstention from the Investor Owned Utility (IOU) segment.  

Market Participants requested that the task force take up consideration of collateral requirements for the Day Ahead Market (DAM); Mr. Greer noted that he would seek the participation of the Credit Working Group (Credit WG).

Guidance RE: Commercially Significant Constraint (CSC) and Closely Related Elements (CRE) Analysis

This item was not taken up.
PRR743, TCR Transition to CRR (see Key Documents)
Beth Garza reviewed background issues and past actions associated with PRR743, as well as decisions made or still needed.  Market Participants discussed the disposition and granularity of auction refunds; that PRR743 was remanded to WMS to address an intra-month proration issue, and to make it date-neutral; and that the refund policy should be clarified before money changes hands.
Mr. Greer moved to endorse the following:
· Proceed with monthly and annual TCR auctions per the current Protocols
· Annual TCR auction revenues not yet distributed to Loads at the time of Texas Nodal Market Implementation would be refunded to TCR purchasers per PRR743 methodology, and revise PRR743 language to be non-specific about Texas Nodal Market Implementation date
Ms. Stephenson seconded the motion.  Market Participants discussed whether it was the general sense of the market that nodal would not be implemented in early 2009, and that an annual auction would make sense; that an annual TCR auction requires activity and effort, and may result in many of the proceeds being refunded; that a Protocol change would be required to not hold an annual auction; and that there are no impacts of a TCR auction that is not purchased.  The motion carried unanimously.
On bullet #3

Mr. Greer moved that WMS endorse auction refunds in the best manner achievable, whether daily or hourly.  Mark McMurray seconded the motion.  The motion carried unanimously.  Ms. Garza concluded that a follow-up recommendation would be presented for WMS consideration.
PRR764 Implementation Issues (see Key Documents)
Ms. Garza reported that the Congestion Management Working Group (CMWG) would discuss PRR764 implementation issues at their meeting the following day, and that higher local congestion has been seen since PRR764 implementation, as expected.  Ms. Garza reported that additional agenda items would include the review of existing CREs, and a spreadsheet, recently distributed to CMWG, indicating the shift factor impacts on each element; the handling of West to North stability limits.
Ms. Garza noted that there have been questions and concerns regarding the hourly CSC limit calculator; that results of that hourly calculation are being posting, but not contingency and overloaded elements.  Ms. Garza added that she has seen the prototype, work continues on it, and that a Market Notice will accompany it.
Adjournment

Ms. Clemenhagen adjourned the meeting at 2:28 p.m.
� Key Documents referenced in these minutes may be accessed on the ERCOT website at: � HYPERLINK "http://www.ercot.com/calendar/2008/06/20080618-WMS" ��http://www.ercot.com/calendar/2008/06/20080618-WMS� 
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