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After determining that a quorum was present, the meeting was called to order.

Agenda Item #1: CHAIRMAN’S OPENING REMARKS

After having those on the telephone identify themselves, the Chair asked, in light of several new Participant representatives at the meeting, the meeting attendees to also identify themselves.  Following the introductions, the Chair announced that Agenda Item #14 (Meter Reader Working Group – Manual Revisions) would be stricken from this meeting’s agenda and placed on the next Committee meeting’s agenda.  In addition, the Chair indicated the materials distributed for this agenda item were not the correct versions.  The correct versions of the meeting materials will be distributed prior to the next Committee meeting.

It was announced that the Markets Committee Summer Meeting would be held at the Mount Washington Hotel and Resort in Bretton Woods, NH starting on Monday, August 7th through Wednesday, August 9th.

A Committee member asked about the status of the quarterly market seams reports.  Mr. Douglass acknowledged that the first quarter report was missed and stated that the ISO proposed to pick up with the second quarter report in April.

It was then moved, seconded and approved (with 1 abstention) by the Markets Committee on a show of hands to accept the minutes of the February 8th Markets Committee meeting.  All sectors, except End Users, had a quorum.

Agenda Item #2: DEFINITION OF HOLIDAY FOR VARIOUS ISO PROCEDURES

Mr. Dwyer presented this proposal to the Committee.  The Chair then proceeded to ask the Committee if there were any questions on this proposal.  Hearing no questions, the following motion was moved and seconded by the Markets Committee:

RESOLVED, that the Markets Committee recommends that the Participants Committee support the revisions to the ISO New England Manuals M-11, M-20, M-29, M-35 and M-LRP regarding the definition of Holiday for various ISO procedures as proposed by ISO New England Inc. (the “ISO”) and as circulated for this meeting with those further changes recommended by this Committee and supported by the ISO and such further non-substantive changes as the Chair and Vice-Chair approve.

The motion was then voted.  Based on a show of hands, the motion passed unanimously.  All sectors, except End Users, had a quorum.

Agenda Item #3: ANTITRUST COMPLIANCE BRIEFING

Mr. Peirce from Bryan Cave presented an overview of antitrust issues to the Committee.  The examples presented by Mr. Peirce were used to highlight situations where antitrust issues might need to be considered.  A discussion of various hypothetical situations raised by Committee members in addition to those presented by Mr. Peirce was held.

Agenda Item #4: PRICE FINALIZATION PROCESSES

Mr. Douglass presented this topic to the Committee.  Mr. Douglass summarized the ISO’s proposed changes to make the existing price finalization processes for the different forward and real-time markets more consistent.  Mr. Douglass noted, in summarizing the content of the memo distributed for this meeting, the competing interests of price finality and accuracy in price determination.  The ISO proposed to present specific language to clarify the current Market Rule 1 and Manual provisions next month.  During the discussion of this item, the following points were raised:

(1)
A Committee member asked if the ISO proposal addresses only clearing prices, or applies to all aspects of market settlement including NCPC, quantity determinations, and other aspects of settlements that are frequently the subject of billing disputes?

(ISO: Today’s proposal is strictly limited to the market clearing prices.  Settlement finality may, if necessary, be addressed in a separate effort at a later date.)

(2)
A Committee member asked about the schedule for this effort.

(ISO: There would be a first look at the proposed language at the next Markets Committee meeting with no action anticipated until a subsequent meeting.)

Agenda Item #4A PROPOSED NEPOOL GIS OPERATING RULE CHANGE:

The Chair called the Committee’s attention to a letter he distributed to the Committee attaching a request from the Rhode Island Public Utilities Commission for a NEPOOL GIS Operating Rule change regarding the creation of GIS certificates for “behind the meter” generation.  It was his recommendation that this item be assigned to the NEPOOL GIS Working Group.  There was no objection to this proposed action.

Agenda Item #4B APX/NEPOOL GIS CONTRACT ARRANGEMENT

The Vice-Chair referred the Committee to a memo distributed by NEPOOL Counsel indicating that the current APX contract with NEPOOL set to expire at the end of 2006.  Mr. Allegretti has agreed to lead a group of Participants interested in discussing future arrangements for the administration of the NEPOOL GIS.  Anyone interested in this topic should plan to participate in a conference call scheduled for 9:00 AM on Friday March 10th.  A memo with further details on this effort will be forwarded to all Committee members.

Agenda Item #5: MARKETS COMMITTEE WORKING GROUP REPORTS

Ms. Hennequin provided a brief update on the status of the Information Policy Working Group’s efforts and reported that the March 1st meeting to discuss information requests for academic research had been rescheduled to March 20th.

Mr. Laurita provided an update on the work of the Demand Response Working Group and noted that he expected to return to the Committee (after obtaining further input from the working group) with a new proposal for triggering the Real-Time Demand Response Program using Day-Ahead prices.

Agenda Item #6: FORWARD SPINNING RESERVE WORKING GROUP

The Chair introduced Ms. Gardner to present this item and informed the Committee that Mr. Gordon had accepted the Chairmanship of this working group.  Ms. Gardner presented the working group charter for approval by the Committee.  The following motion was then moved and seconded by the Markets Committee:

RESOLVED, that the Markets Committee supports the proposed Charter of the Forward Spinning Reserve Working Group as circulated for this meeting with those further changes recommended by this Committee and supported by the ISO and such further non-substantive changes as the Chair and Vice-Chair approve.

Before the motion could be voted, a friendly amendment to the motion was proposed and accepted as follows:

Revise Item (1.) of the Mission Statement section as follows:

“(1.)
an identification of the problems, if any, concerning Resources that provide spinning reserves, for example whether the provision of spinning reserves from such Resources is priced efficiently, whether such Resources will adversely affect other markets, and whether dispatch actions are reflected appropriately in the prices for those Resources.”

During the discussion of this motion, the following concerns were raised:

(1)
A Committee member suggested that a deadline of October 2006 should be established for a FERC filing so as to conform to the NEPOOL Board of Review decision.  If the Committee cannot agree to a deadline then can the Committee at least agree to a target.

(ISO: The ISO cannot agree to this.  The ISO does not see this suggestion as a realistic expectation given other market priorities and does not want to set unrealistic expectations.  It was also pointed out that the ISO did not agree with all aspects of the NEPOOL Board of Review’s decision.)

(2)
There was extensive discussion of the scope and schedule of the working group’s effort culminating in the ISO stating that its objection is to locking in the schedule and not with the scope of the effort.

(3)
The Chair suggested that, as this is a charge to a working group, we should limit this subject to what the Committee wants the working group to do by the deadline.  Filing dates are not the responsibility of the working group.

(4)
It was suggested that paragraph 3. be deleted.

(5)
It was proposed that the date be set early enough to permit a filing in October.

Before the motion could be voted, it was moved and seconded by the Markets Committee to amend the motion as follows:

Revise Item (3.) of the Charter section as follows:


“(3.)
provide to the Markets Committee no later than July 2006 a status report or suggested market rule changes regarding the recommendations specified in the Mission Statement above.”

The motion to amend was then voted.  The motion to amend failed with a vote of 65.87% in favor.  The individual Sector votes were Generation (17.07% in favor, 0% opposed), Transmission (0% in favor, 17.07% opposed), Supplier (17.07% in favor, 0% opposed, 4 abstentions), Alternative Resources (14.67% in favor, 0% opposed), Publicly Owned Entity (0% in favor, 17.07% opposed), and End Users (17.07% in favor, 0% opposed, 2 abstentions).

The main motion was then voted.  Based on a show of hands, the motion passed.  1 abstention within the Generation Sector, 3 abstentions within the Supplier Sector, and 1 abstention within the Alternative Resources Sector were recorded.  All sectors had a quorum for this agenda item.

Agenda Item #7: ASM PHASE II – MARKET RULE 1 CHANGES

Mr. Montalvo presented this item to the Committee.  Mr. Montalvo summarized the proposed corrections and indicated that the ISO proposes to file revised Market Rule 1 language with the FERC sometime in June.  There was little discussion of this item, however, several Committee members indicated they were likely to have comments at a later date after they have time to review the implications of these changes.

Agenda Item #8: PERMANENT REVISIONS TO MARKET RULE 1

Mr. Lowell presented this item to the Committee.  During the discussion of this item, the following concerns were voiced:

(1)
A Committee member requested clarification that each of the proposed changes is already contained in Market Rule 1 and that, absent these revisions, would terminate with the Winter Action Plan.

(ISO: Except for adding a definition for Posturing, yes.)

(2)
A Committee member indicated that the major concern would be the cost allocations under the Winter Action Plan and ASM Phase II.  This Committee member wants to be sure all these price signals work well together now that the urgency of the Winter Action Plan is behind us.

(3)
A Committee member expressed concern about the 25% threshold for market monitoring on daily submission of Start-Up and No Load Fees and suggested that 10-15% may be adequate. The ISO should explain why 25% was chosen and why 10-15% would not be adequate.

(ISO: We would need to consult with others at the ISO to fully respond.  The ISO’s Internal Market Monitoring Unit (INTMMU) was asked about the 25% and indicated they were comfortable with it.  The INTMMU has not performed a detailed analysis on this issue (the difficulty of setting a monitoring threshold for review of behavior that has not yet occurred was mentioned in passing).  The ISO really cannot add much more to this discussion without further consultation with the INTMMU staff.)

(4)
A Committee member pointed out that the volatility of fuel prices and the daily submittal of these values that was designed to address the volatility might make even the 25% threshold value too low.  This is especially important with regard to the hourly No-Load Fees.

(5)
Committee members asked the ISO to provide a response on the threshold subject and to be prepared to discuss the practices of PJM and NYISO regarding this area.

(6)
A Committee member asked whether these proposed changes would apply only in future winter periods or permanently on a year-round basis.

(ISO: These would be permanent changes applicable year-round and not on a seasonal basis.)

(7)
A Committee member expressed the desire to more fully understand when Posturing is invoked, what is the trigger, and how is Posturing communicated.  Where will all of this detail be spelled out?

(ISO: Posturing, which is not new with these changes, is an operational tool available to the ISO whenever the operating conditions require it.)

(8)
A Committee member suggested that language be added to Section III.F.2.6 of Appendix F that ties back to the Posturing definition so that it is clearly limited by that definition.

(9)
A Committee member requested that the ISO add Dispatchable ARD (pumps) to the Posturing definition.

(ISO: OK.)

(10)
A Committee member suggested that the proposed definition does not capture the thought that this is not a normal operating action and would only be exercised when normal economic dispatch will not satisfy Operating Reserve or VAR constraints.

(ISO: The ISO is open to adding clarifying language and urged those with specific suggestions to e-mail them to Mr. Lowell.)

(11)
A Committee member asked if Posturing occurs Day-Ahead.

(ISO: No.  Posturing is done by the Control Room in Real-Time.  A Resource must be on-line to be Postured.  There have been 3 posturing events under SMD with a total cost of approximately $100,000.)

(12)
A Committee member asked about Resources being held off-line in the Day-Ahead Market for fuel unavailability in a winter situation in order to be available for the next Day-Ahead Market schedule.

(ISO: The referenced “postured commitment” in the Day-Ahead Market is not made because the ISO doesn’t yet know the situation.)

(13)
A Committee member asked if the Posturing charge is separately identified on bills.

(ISO: The ISO will check with the Settlements Department and provide a response.)

(14)
A Committee member sought assurance that the exclusion from NCPC allocations of pumping loads that was included in the ASM Phase II changes will be preserved in this set of changes.

(15)
A Committee member expressed dissatisfaction with the allocation of Posturing costs (other than VAR-related) to RTLO and proposed, for an interim period through the next winter, to allocate these costs to Network Load and then shift to RTLO thereafter.

(ISO: The ISO is not in favor of the suggested allocation.  The ISO also noted that the exposure to non-VAR Posturing costs is small today and likely to be further reduced with ASM Phase II.  The change from RTLO Deviations to RTLO remains the ISO’s proposal.)

(16)
A Committee member stated she was only seeking a fair transition.  Another Committee member replied that there are other ways to manage this issue bilaterally without resorting to an incorrect allocation in the Tariff.

(17)
A Committee member agreed that Network Load would not be the correct allocator, but indicated his willingness to consider other broadly based allocators.

(18)
A Committee member asked about the status of proposals to extend the treatment proposed for EETs to other Dispatchable External Transactions.

(ISO: The ISO hopes to conclude it’s internal evaluation of this change in 6-8 weeks, and return to the Committee with an update.  The ISO has drafted applicable Market Rule 1 changes.  IT and business process issues to implement the change and resources to accomplish that task are now the major issues within the ISO’s internal review effort.)

Agenda Item #9: COMBINED CYCLE MODELING

Dr. DePillis presented the ISO’s proposal to improve the modeling of combined cycle units in the operating and market systems to the Committee.  This modeling approach would be optional for each Resource.  The ISO is targeting the fourth quarter of 2006 for implementation.  During the discussion of this item, the following points were made:

(1)
A Committee member asked if this proposal would change the modeling of existing Resources already separately defined.

(ISO: No.  The new modeling is voluntary.)

(2)
A Committee member expressed concern about the voluntary nature of the new modeling approach.  His position was that the decision on whether or not to provide flexibility should not be solely with the Resource owner(s) and that the current modeling over-commits capacity, inflates uplift and depresses LMPs.

(3)
A Committee member pointed out that a process (especially a limitation on the frequency of modeling changes) is needed by the Meter Readers.  This should probably occur in the Asset Registration Process.

(ISO: This has been flagged in the ISO’s internal review as an item that needs to be addressed.)

(4)
A Committee member stated that voluntary treatment is appropriate given the potential environmental limitations on operations under the licenses of combined cycle units.

(5)
A Committee member stated that this modeling approach should be mandatory, at least for Second Local Contingency Protection Resources.  It is unfair for load to be required to over-buy and over-pay for energy it does not need.  The cost should be borne by the Asset Owner who decides to split or not split the Resource.  If this is a Second Local Contingency Protection Resource, we do not have the capability to adjust the Reference Price.

(6)
There was considerable discussion of the ISO’s position that changes from one configuration to another would require re-registration of the Asset and a test of its capability.  The ISO agreed to look into whether there might be a mechanism for doing this without a Claimed Capability retest (especially where there is no partial de-listing) but no commitment was made either way.  When a Resource is breaking into two units the ISO needs to know, somehow, where the split is going to be and needs to test the two configurations to assure the sum of the parts does not exceed the capability of the full Resource.

(7)
The ISO noted that after this effort the ISO would be proposing complementary reforms to the NCPC process.

(8)
A Committee member asked, if this treatment is voluntary, what incentive is there for a unit regularly operating as a Second Local Contingency Protection Resource to select this option and reduce its revenues?

(ISO: Acknowledges there are a number of valid concerns.  The ISO is working on the details of a comprehensive proposal to address these concerns and provide appropriate incentives.  A more comprehensive memo, laying out the ISO’s current thinking on this matter, will be provided.)

(9)
A Committee member asked if the ISO’s approach would incorporate any logic that recognizes a preferred or required sequencing of component commitments in order to maximize unit efficiency.

(ISO: Ideally, the software would select the optimal commitment combination.  However, there is not yet viable software to accomplish this task.  This optimization requires mixed integer programming, which is a capability we cannot provide today.)

(10)
A Committee member inquired, given the requirement for monotonically increasing offer blocks and the technical difficulties set forth above, whether the ISO has considered allowing hourly offers to provide the flexibility required to reflect the maximum efficiency of these units.

(ISO: While the ISO understands the connection, the ISO is not prepared to offer this added flexibility today.)

(11)
The Chair asked the ISO what its schedule is for the Market Rule 1 and Manual changes.

(ISO: The ISO currently does not see the need for Market Rule 1 changes but do expect numerous Manual and Operating Procedure changes to address issues such as the Meter Reader/Asset Registration issue raised earlier.)

(12)
A Committee member asked about the NCPC changes referred to in the ISO’s presentation. Will these be part of the same package of changes or a separate sequential change?

(ISO: It is likely that the NCPC rule changes would be reviewed as part of the package but its implementation might lag by up to a quarter due to the ISO’s ability to implement the associated software changes.)

(13)
A Committee member asked if there would be some follow-up on the questions raised in today’s discussion.

(ISO: Yes.)

Agenda Item #10: FORMATION OF LONG-TERM FIRM TRANSMISSION RIGHTS WORKING GROUP

The Chair introduced this subject and indicated that Mr. Runge has been designated by NEPOOL Counsel to provide legal support for this working group.  The Vice-Chair stated the purpose of the working group would be to develop a system of Long-Term Transmission Rights in line with the FERC Final Rule and is consistent with our system of FTRs.  The intent is to get direction from the Markets Committee and set up a first meeting of the working group to develop a work plan with a final rule by August 8th of this year.  The Chair indicated that we are looking for volunteers to chair this working group.

A Committee member asked why we are establishing a task force so early in this process. What are we supposed to have the working group do in advance of a Final rule.  The Chair indicated that the thinking was to get a head start given the rapid pace this effort appears to be on at the FERC.  A Committee member indicated that we should attempt to get input from Mr. Evans-Mongeon of VPPSA on this.  The ISO agreed.

A Committee member urged that the scope of this group’s efforts not be limited to continuation of the current auction process for FTRs for these longer term rights but consider direct allocation to the LSEs.  The Chair stated that one of the activities for this working group would be to develop a charter and to bring it back to this Committee for review and a vote.  Those interested in participating on the working group should e-mail the names of those wishing to participate to Mr. Runge.  The ISO will send an e-mail notice to the Markets Committee and Tariff Committee soliciting participation.

Agenda Item #11: ASM PHASE II – MANUAL REVISIONS

Mr. Lowell presented this item to the Committee.  Mr. Lowell summarized the proposed revisions (noting that M-20 is still in development at the ISO) and the proposed process for review and approval of these ASM Phase II Manual revisions.  There will be a working session all day on March 30th at the Radisson Hotel in Marlborough for those interested in a detailed page-by-page review of these documents.

Mr. Montalvo requested that, between now and March 30th, Participants review the manual revisions and e-mail their comments to Mr. Lowell and the Secretary.  Since these Manuals implement what has already been filed in Market Rule 1 there is not an immediate rush to approve these revisions, however, The ISO would like to have them completed in time to allow the ISO to focus on capacity markets beginning in the late spring timeframe.  The Chair suggested, given NEPOOL Counsel’s role in reviewing these documents for consistency with Market Rule 1, that all comments be e-mailed to Ms. Gardner as well as.

During the discussion of this item, a Committee member asked if there would be more detail on ASM Phase II and the associated e-Market changes provided in user training sessions and materials.  If so, when will the Market Participants have access to the schedule for such training?  The ISO responded in the affirmative.  There will be training, and the training materials are currently being developed at the ISO.  The ISO will attempt to accelerate publication of the training schedule so Market Participants can plan accordingly.  Although the Manuals will generally describe the e-Market changes, the details will be covered in the training and training materials.

Agenda Item #12: OPERATING PROCEDURE No. 5 REVISIONS

Ms. Saarela and Mr. Bertagnolli presented this item to the Committee.  The ISO proposal revises Operating Procedure No. 5 (OP 5) to incorporate a locational resource adequacy assessment (operable capacity margin) in the Generator Maintenance Outage scheduling process.  During the discussion of this item, the following concerns were raised:

(1)
A Committee member asked if the issue regarding recognition of Demand Response in determining the operable capacity margins discussed by the Participants Committee with Mr. Whitley at the last Participants Committee Meeting would be addressed in these proposed changes.

(ISO: We were not aware of this issue when preparing today’s presentation but will take the issue back to the ISO and raise it internally.)

(2)
A Committee member asked if the OP 5 operable capacity margin is the same calculation used in Mr. Whitley’s periodic reports to the Participants Committee.

(ISO: Yes.)

(3)
A Committee member raised concerns about the treatment of capacity-backed transactions flowing over the Cross Sound Cable (CSC).

(ISO: The ISO will take this issue back and review the treatment of CSC capacity-backed transactions and the associated impacts on Connecticut capacity assessments.)

(4)
A Committee member (referring to Slide #9) asked if the Connecticut analysis should include Gap RFP Resources.

(ISO: No.  These are Resources that are only available as emergency actions in OP 4 and it would not be appropriate to include them in routine maintenance scheduling assessments.)

The Committee member expressed his disagreement with the ISO’s position.

(5)
A Committee member suggested that the report not use the label “forecasted peak load” as the term is confusing and potentially misleading.

(6)
A Committee member asked for clarification of what “load” is used in these analyses.

(ISO: This is the forecast load based on a 50/50 forecast.)

(7)
A Committee member requested clarification of how this analysis relates to the Real-Time analysis and decisions made in the operation of the proposed locational Operating Reserve markets.

(ISO: They are very similar but differ as to timeframe.  The OP 5 analysis is a longer-term planning analysis as opposed to an operating analysis.  What changes is the assumptions and inputs, not the methodology.)

(8)
A Committee member sought clarification of an apparent discrepancy between the formulae in the presentation and what appears to be calculated in the spreadsheet report.

(ISO: The ISO clarified that the transmission import capability in the report already reflects first contingency limits.)

(9)
A Committee member asked if, as a practical matter, this methodology could result in generator outages always being denied in some import constrained areas.

(ISO: The ISO has actually been doing this for some time now and, yes, some areas are very tight resulting in frequent denials of outage requests.  These changes will provide additional transparency for current practices.)

(10)
A Committee member expressed concern that we are adding too many “belts and suspenders” including another new market mechanism to address these operational limits.

(11)
A Committee member suggested these changes need to be harmonized with what’s going on in the LICAP Settlement.

(ISO: The ISO agreed.)

(12)
A Committee member suggested, as a procedural matter, that we not push these changes through until after we address how it fits within the grander scheme of all other market changes going on right now.  It would be useful to have an ISO presentation on how all of these initiatives fit together.

(ISO: The ISO will take that suggestion back for consideration.)

(13)
The Chair indicated that this proposal would need to go through the Reliability Committee as well as the Markets Committee.  The Committee officers will coordinate this effort (perhaps through one or more joint meetings) to assure an efficient review and approval process whenever we are ready to proceed with that step.

Agenda Item #13: REGULATION MARKET INITIAL OBSERVATIONS FOLLOW-UP

Dr. Chao presented this item to the Committee.  Dr. Chao provided a presentation updating the information on the Regulation Market presented at the last Committee meeting.  Today’s presentation is merely an update of the ISO’s observations on recent operations of the market.  It is not a report on the ISO’s on-going internal study of the market that will be presented to NEPOOL and the FERC in June.  During the discussion of this item, the following points were made:

(1)
A Committee member raised several questions concerning the setting of LTOCM and whether ARDs ought to be included now that they are eligible to get ICAP Credit.  The Chair suggested we hold a session on how these numbers are calculated before opening a debate on how they should be calculated.  There was general acquiescence to that suggestion.

(2)
A Committee member inquired about the questions raised at last month’s presentation that do not appear to be addressed in today’s materials.  Should these items be raised again today or are they included in the up-coming report for June?

(ISO:  These questions have not been forgotten.  Please feel free to raise them today and the ISO will address them or indicate that they will be addressed in the comprehensive study.)

(3)
A Committee member expressed his view that the comparison of the new method should be to the pre-SMD AGC Market (circa 1999) rather than to the SMD Regulation Market.  Many Generators believe the SMD Market significantly under-compensated Regulation providers and should not be the basis of any meaningful comparison to the current market design.

(4)
A Committee member asked about the difference in pricing trends shown on Slides #7 and #9.

(ISO: Slide #9 includes only the Regulation Clearing Price and not the opportunity cost and mileage payments.  Slide #7 shows the total market cost of providing the Regulation service. The clearing price metric is a better indicator of bidding behavior.  Future presentations will make this distinction clearer.)

(5)
A Committee member expressed concern as to whether the current Regulation selection process is appropriately minimizing the combined cost of both Energy and Regulation.

(6)
A Committee member asked if the ISO could provide an update on the number of Regulation providers entering and exiting the market, or will this be addressed in the up-coming comprehensive report?

(ISO: As previously noted, a portion of the initial significant increase in Regulation Market costs (December-January) was attributable to the exit of a major provider and some of the subsequent reduction in market costs can be attributed to the return of that same provider’s Resource.  The ISO cannot say much more than this without violating the Information Policy, but more detail will be provided in the comprehensive report.)

(7)
A Committee member asked if some “uplift” costs are reflected in the service costs.

(ISO: No.)

(8)
A Committee member expressed frustration at the continuing lack of transparency issues and the delay in getting some of these answers.  What will be done to avoid repeating these problems as the other pending market enhancements are rolled out?

(ISO: This is very much on the ISO’s radar screen and will be addressed.)

(9)
A Committee member noted that FERC has required the ISO in FERC’s response to ISO’s compliance filing to report on incorporation of opportunity costs in the Regulation Clearing Price.  Will there be an opportunity for NEPOOL to review and comment on the ISO’s June compliance report before it is filed?

(ISO: FERC has required the ISO to address the treatment of opportunity costs in both the selection process and clearing prices.  As Dr. Chao noted, this is largely a matter of the desired optimization algorithm.  The ISO will commit to providing a preliminary presentation to the Participants of its findings if time allows.  Given current workload, ISO cannot guarantee such a review will be made available.)

(10)
A Committee member expressed confusion and asked if the ISO is providing two reports or addressing all of these items in one report.

(ISO: There are two separate but related efforts.  The FERC compliance matter as described above and a broader review and report on the operation of the market.  These two efforts will be coordinated between the ISO’s market design and market monitoring groups.)

Agenda Item #14: METER READER WORKING GROUP – MANUAL REVISIONS

This agenda item was removed from the March 7 and 8, 2006 Markets Committee meeting agenda.  As noted in the Chair’s opening remarks, this item was deferred to the next Markets Committee meeting.

Agenda Item #15: MARKET MANIPULATION RULES

Mr. Gerity presented this item to the Committee.  The presentation summarized FERC’s recent Order 670 Anti-Market Manipulation Rule.  Mr. Gerity noted that the Committee would need to remove the Market Behavior Rules currently embedded in Appendix B of Market Rule 1.

Agenda Item #16A: ANNUAL ALLOCATION OF EXCESS TRANSMISSION CONGESTION REVENUE

Mr. DaSilva of FPL presented this item to the Committee.  Market Participants need a better means of estimating how much revenue will be coming from the annual true-up of the Congestion Revenue Funds to avoid having to restate their earnings for a prior year.  A Committee member asked if this level of refund indicates that we are not selling enough FTRs.  Should this be looked at by a working group?  Should it be the LTTR Working Group we just formed?

After discussion of several alternatives and discussion of how accurate an estimate is needed, two affected Market Participants agreed to assemble a set of parameters and to arrange for a separate meeting of accountants with ISO Settlements personnel.  The Chair agreed to get the right personnel at the ISO involved.

A Committee member suggested that this might more properly be an item for the Budget & Finance Committee than the Markets Committee depending upon the result of the initial meeting between the ISO and those affected.  A Committee member stated that we need to understand how the over-funding and under-funding occurs over time as we move towards creating longer-term FTRs.  We need to see if the current levels of potential over-funding are likely to continue and to assess the likelihood of future under-funding.

A Committee member asked if this year is an anomaly or if there is a structural flaw in the way we decide to sell and fund FTRs.  A Committee member suggested this is linked to LTTRs because we said in the recent FERC filing by NEPOOL that what we do now is working.  As we look at expanding to long-term and write future FERC filings we need to re-examine these issues.

NEXT MEETING

The next meeting of the Markets Committee is scheduled to be held on April 11 and 12, 2006 at the Sheraton Hotel in Springfield, MA.

Respectfully submitted,

______/s/____________

Alex W. Kuznecow

Secretary

Markets Committee

(i)
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