
PUBLIC - 11/15/06


Minutes of the ERCOT
Wholesale Market Subcommittee (WMS) Meeting

7620 Metro Center Drive

Austin, Texas 78744

9:30am – 4:00pm

November 15, 2006
Attendance:
	Name
	Representing

	Albracht, Brittney
	ERCOT

	Aldridge, Curry
	Tenaska

	Aldridge, Ryan
	AEP

	Ashley, Kristy
	Exelon Generation Company

	Belk, Brad
	LCRA

	Bolton, Wayne
	Brazos Electric Power Cooperative

	Brand, Amy
	Dow Chemical Company

	Brandt, Adrianne
	PUCT

	Brelinsky, MaryAnne
	Eagle

	Brewster, Chris
	Cities Served by TXU

	Bruce, Mark
	FPL Energy, LLC

	Carlson, Trent
	BP Energy

	Carter, Tim
	Constellation New Energy

	Coon, Patrick
	ERCOT

	Dumas, John
	ERCOT

	Farhangi, Anoush
	Wal-Mart Stores, Inc.

	Flores, Isabel
	ERCOT

	Gallo, Andy
	ERCOT

	Godfrey, Kim
	BP Energy Company

	Goff, Eric
	Constellation New Energy

	Gonzalez, Ino
	ERCOT

	Greer, Clayton
	Constellation Energy

	Greffe, Richard
	PUCT

	Helton, Bob
	ANP

	Huerta, Miguel
	Smith, Trostle, LLP

	Jones, Dan
	Potomac Economics

	Koebrich, Lis
	KPMG

	Kolodziej, Eddie
	Customized Energy Solutions

	Krein, Steve
	ERCOT

	Lange, Clif
	South Texas Electric Cooperative

	Lozano, Rafael
	PSEG Texgen I, Inc.

	McAndrews, Neil
	DB

	McMurray, Mark
	Direct Energy, LP

	Miller, Gary
	Bryan Texas Utilities

	Morter, Wayne
	Austin Energy

	Moss, Steven
	First Choice Power, LP

	Muñoz, Manuel
	CenterPoint Energy

	Niewald, Jim
	Econnergy Energy Company

	Ogelman, Kenan
	OPUC

	Ohlhausen, John
	Medina Electric Cooperative

	Pieniazek, Adrian
	NRG Texas LLC

	Priestley, Vanus (via telephone)
	Constellation New Energy

	Ross, Richard
	AEP Corporation

	Rowley, Mike
	Stream Energy, LLC

	Seymour, Cesar
	SUEZ Energy Marketing

	Shumate, Walt
	Shumate Associates

	Singleton, Gary
	Garland Power & Light

	Smith, Kevin
	Tenaska Power Services

	Smith, Mark
	Chaparral Steel Midlothian

	Spangler, Bob
	TXU Energy Company

	Stappers, Hugo
	Softsmiths, Inc.

	Sweeney, Pat
	Austin Energy

	Taylor, Jennifer
	StarTex Power

	Wagner, Marguerite
	Reliant

	Ward, Jerry
	TXU

	Werner, Mark
	CPS Energy

	Wheeler, Ron
	Dynergy

	Whittle, Brandon
	ERCOT

	Wilkins, Pat
	DME

	Zake, Diana
	ERCOT


The following proxies were submitted:
Kristy Ashley for Mike Cunningham

Pat Sweeney for Wayne Morter

Gary Miller for Tom Hancock

Leonard Stanfield for Mark Werner

Randy Jones for Rafael Lozano

Bob Spangler for Michael Grim

Wayne Bolton for Josh Clevenger

1.
Antitrust Admonition

Brad Belk read the ERCOT Antitrust Admonition and reminded participants that copies were available for review.

2. 
Approval of the Draft October 18, 2006 Meeting Minutes
Mark Bruce moved for approval of the draft minutes from the October 18 2006 meeting as posted.   Randy Jones seconded the motion.  WMS voted unanimously in support of the motion.  All Market Segments were present for the vote.
3.
ERCOT Board Meeting/TAC Meeting Updates

 Mr. Belk summarized the November meeting of the ERCOT Board of Directors (Board):
· Protocol Revision Requests (PRRs) 673, Adjust SCE Performance Charge Scale Factor, and 675, Multiple Ramp Rates, were approved on the consent agenda with no discussion.  The Board approved PRR682, Emergency Electric Curtailment Plan (EECP) Event Realignment, through a voice vote.  The Board took no action on Constellation New Energy’s (CNE’s) appeal of TAC’s rejection of PRR692, Corrections to Replacement Reserve Service.
· Kent Saathoff discussed the Bryan/College Station failure and Board members had many questions regarding relaying design of the substation and the fact that it was the second failure in that area.
· The Board approved the Ancillary Services procurement methodology.

· Bill Bojorquez spoke about legislative required studies and the Board members had questions regarding the financing of transmission projects.

· During the Nodal update, ERCOT Staff stated that the interface was a critical path item that can impact the Nodal go-live date; there was a summary of the IBM audit; the status of Energy Market System (EMS) is still RED, other projects are not as critical, but considered borderline; there was an offer made to a candidate for the Program Director position; $23 million spent to date.

· Robert Manning and Bob Kahn will be leaving the Board.

· Richard Gruber provided an update on the implementation status of Replacement Reserve Service (RPRS) PRRs.  Mr. Gruber indicated that ERCOT Staff had a 50% confidence level that PRR676, RPRS Solution with Nodal RUC-Type Procurement and Cost Allocation, could be implemented by late February.  Clayton Greer added that if testing begins in December ERCOT Staff can report any delays to the Board at its January meeting.  Andy Gallo reported that the PUCT had set a date of 1/17/07 to hear CNE’s appeal of PRR676.
· The Board approved the Closely Related Elements (CREs).
· The Board discussed the idea of a moratorium on zonal PRRs and the progress made regarding the Emergency Interruptible Load Program (EILP).

4.
Working Group/Task Force Updates

QSE Managers Working Group (QMWG)
Gary Miller began by stating that the QMWG had not met since the last WMS meeting.  
Procedure for Non-Spinning Reserve Service (NSRS) consideration in RPRS Market 
Mr. Miller stated that the QSEMWG agrees with ERCOT Staff’s position that NSRS should be included as a capacity obligation in the RPRS engine.  The QMWG had reviewed Protocols to determine whether the calculation is described and concluded that because it is not documented in the Protocols, no Protocol revision is necessary.  Mr. Bruce asked what type of procurement would be affected.  Mr. Miller responded that only Step 2, but procurement is also dependent on conditions at the time.  John Dumas added that it could help Step 1.  Gary Singleton also had questions about how ERCOT’s systems would recognize on or off-line units not bid as replacement and how the systems would account for reserved capacity.  Mr. Dumas agreed to continue discussing this issue with Mr. Singleton.    

Mr. Singleton stated that this change was long overdue and asked about cost and time to implement.  Mr. Dumas responded that cost estimates were not yet available, but that two to three weeks were needed for development.    Marguerite Wagner opined that while the movement to reflect non-spin accurately is a good idea, there should be a Protocol revision before ERCOT moves ahead with this change to the RPRS because this concept bifurcates the non-spin market, and to the extent that ERCOT is uncomfortable with Non-Spin being provided from online units, this topic should be addressed in the definition of the NSRS Ancillary Service.  Ms. Wagner also asked whether there is a Resource Plan Metric that evaluates the NSRS flags—and whether Compliance monitors QSEs that flag all of their Resources to provide NonSpin.  She stated that ERCOT has the ability now to encourage QSEs to accurately provide Resource Plan data on Resources providing NSRS.  

Mr. Greer stated that a task force should look at RPRS and non-spin impacts on prices.  Mr. Greer opined that there is a larger policy issue between two services and how they are deployed, and the issue of market distortions on energy prices.  He continued that there should be a pure energy price for resources and demand response.  Mr. Greer concluded that WMS needs more data on market prices and the effect of PRR650, Balancing Energy Price Adjustment Due to Non-Spinning Reserve Service Energy Deployment.  Mr. Dumas indicated that ERCOT Staff intends to implement the new procedure using a System Implementation Request (SIR).  Mr. Bruce asserted that if a SIR is used there would be no stakeholder review of the new procedure.  Mr. Dumas stated that ERCOT Staff would issue a Market Notice or Bulletin alerting the market prior to implementation and detailing the new procedures.  Mr. Dumas said that implementation may not happen until January 2007, but that ERCOT Staff would provide a two week notice to the market with a Market Bulletin.    Mr. Belk stated that ERCOT should continue on the path to implement the new procedures and that Mr. Miller and Ms. Wagner can submit PRRs to modify the Protocols if they wish.  Mr. Belk added that interested parties can document their concerns and the issues can be discussed by WMS in December.
Revised Procedure for Ancillary Service Qualification 
Mr. Miller explained that historically ERCOT has allowed QSEs to borrow units for retesting, but that ERCOT no longer wants to continue the practice.  Mr. Miller continued that initially, he thought that such a change in practice would require only a change in procedure and not a PRR.  After additional review, it was determined that a PRR should be submitted.  Mr. Miller noted that because the Protocols already allow for provisional qualification of Balancing Up Loads (BULs) for 90 days, for consistency, provisional qualification for Ancillary Service should also be formally documented.  The draft includes ERCOT Staff’s suggestion of provisional qualification for 45 days in lieu of allowing borrowing of units.  Mr. Greer asked how ERCOT could verify that a unit was not moved  into the testing QSE just to help pass the test..  Mr. Dumas responded that it cannot be verified, but it can eliminate situations where a Resource that is being utilized for qualification testing is simultaneously active in an existing QSE.   Mr. Greer asked if ERCOT Staff will develop procedures.  Mr. Dumas responded that ERCOT Staff will use the current testing procedures and issue a letter to QSEs containing a specific deadline for qualification.  Mr. Bruce clarified that uncontrollable renewable resources only require down balancing testing.  Mr. Dumas confirmed that ERCOT Staff has allowed provisional qualification for uncontrollable renewable resources.
Mr. Greer made a motion to endorse the draft PRR for provisional qualification of Ancillary Service testing as posted; Mr. R. Jones seconded the motion.  WMS unanimously voted in favor of the motion.  All Market Segments were present for the vote.
Congestion Management Working Group (CMWG)

Nomination of New Vice Chair
Jerry Ward reported that the vice chair of the CMWG had resigned, but that Ms. Wagner had been nominated to take his place.  Mr. Bruce moved to waive notice to consider the nomination since it had not been noticed as a voting item; Kristy Ashley seconded the motion.  WMS unanimously voted to waive notice.  Mr. Bruce then moved to approve Ms. Wagner as vice chair of the CMWG; Mr. R. Jones seconded the motion.  WMS unanimously voted to approve the motion.  All Market Segments were present for the votes.

Commercially Significant Constraints (CSCs)
Mr. Ward reported that the CMWG had discussed whether TXU’s return of two valley units into service affected the decision to eliminate the Northeast Congestion Zone.  Studies completed by ERCOT Staff had found no congestion as a result, therefore supporting the conclusion that the zones should stay the same.  

STP Transmission Constraints

Mr. Ward discussed the STP transmission construction project.  Mr. Ward stated that the ERCOT studies, if completed by 1/1/06, would have placed STP in the Houston Congestion Zone.  However, the studies will not be complete until summer 2007, leaving open the question of where STP will be placed in 2008.  Mr. Ward speculated that there may be four zones in the future.

Nodal Competitive Constraints
Mr. Ward also discussed the determination of Nodal competitive constraints.  He stated that he had not seen the write-up and that the CMWG had not reached a conclusion.  Mr. Ward emphasized that the market must receive sufficient notice before new zones are included and that the Independent Market Monitor (IMM) must notice the market before removing any.  He added that it would be optimal to have the same amount of time when removing new zones as when adding them.

Timing of Information Releases that Impact CSCs

Ms. Wagner raised the issue of the frequency of release of congestion information that impacts CSCs by ERCOT Staff.  Ms. Wagner argued that there should be more consistent release of information and asked that WMS make such a request to ERCOT Staff, including information for the congestion costs for the Northeast to North CSC as if it still existed because this was part of the CMWG agreement to support elimination of the NE zone for 2007.   Ms. Wagner explained that the data from ERCOT’s congestion management group was presented in a package that included graphs.  Mr. Belk stated that WMS receives such information quarterly from ERCOT Staff.  Isabelle Flores stated that there is a delay to allow for inclusion of settlement-quality data.  She indicated that ERCOT Staff can provide the data every other month.  Mr. Belk agreed to include the presentation of congestion data on the WMS agendas every other month.

Emergency Interruptible Load Task Force (EILPTF)

Mr. Bruce stated that the EILTF had met on 10/31/06 and 11/8/06 and reviewed seven proposals for EILP products framed as Ancillary Services.  Mr. Bruce intends to continue use of the WMS listserve for communication of EILTF events, because of the anticipated short life of the task force.  Mr. Bruce reported that there are two major camps with three proposals:
A – lead by Alice Jackson of Occidental Chemical Corp. – consists of a capacity product.  This group will meet on 11/21/06 in Houston at the offices of Occidental.

B – lead by Mr. R. Jones – will meet on 11/20/06 at ERCOT.

C – lead by Mr. Smith of Chaparral – consists of a capacity product.

Mr. Bruce has planned a full meeting of the EILTF on 11/27/06 for the purpose of reviewing the three options for completeness.  He plans to bring them to the December WMS meeting for discussion.  Mr. Bruce’s goal is to have a PRR ready for the January PRS meeting, anticipating that an Urgent PRR can be implemented by ERCOT Staff during spring 2007.

Demand Side Working Group (DSWG) 

MaryAnne Brelinsky stated that the DSWG has three open items remaining on its 2006 goals.  Item #2 (Develop a description of demand side opportunities for the Nodal Market Design) will continue into 2007; DSWG is still working on Item #3 (Develop a Price Responsive Load participation Program for all customer segments); and Item #5 (Compare demand response resource programs being run in other ISO markets) will be completed at the next DSWG meeting.  
Ms. Brelinsky reported that DSWG had discussed PRR650, Balancing Energy Price Adjustment Due to Non-Spinning Reserve Service Energy Deployment, specifically whether it is possible for ERCOT Staff to post prices sooner than the next day and closer to Real-Time.  DSWG has three scenarios under consideration.  
Participants noted that the Public Utility Commission of Texas (PUCT) has initiated a rulemaking (Project No. 33490, Rulemaking Proceeding to Amend §25.502; Pricing Safeguards in Markets Operated by the Electric Reliability Council of Texas) that may put Modified Competitive Solution Method (MCSM) back in place.  Ms. Brelinsky stated that the number of Loads interested in participating in demand side products is increasing and that the program is now fully subscribed at 1150 MWs.
Ms. Brelinsky reviewed the 10/3/06 Load acting as a Resource (LaaR) event, stating that the response time was probably faster than shown because of a telemetry issue.  She indicated that it took 22 minutes to reach the contracted amount and that there was a higher than required Load response.  Participants discussed the impact of slow response and the resulting Load response on the need for regulation down procurement.  They also discussed whether a LaaR’s failure to meet the timeframe could be penalized by the PUCT and whether placing Load under direct control of a QSE operator and the generation dispatchers could complete the control loop.  As a follow-up to that event, ERCOT Staff and the DSWG are reviewing qualification criteria.  Ms. Brelinsky explained that ERCOT wants to formalize the disqualification criteria for the LaaR, not the QSE.  Mr. Greer opined that the problem lies not with equipment, but with communicating with the appropriate personnel to trip off the LaaR.  Ms. Brelinsky agreed that the communication chain slows the process, but asserted that performance on 10/3/06 reflects improvements were already put in place since the 4/18/06 event.  Bob Spangler asked about LaaR participation in RPRS.  Ms. Brelinsky responded that there is a special subgroup looking at that issue.  She agreed to provide an update at the next WMS meeting.  The next meeting of the DSWG is scheduled for 12/15/06.
Combine Cycle Task Force (CCTF)
Mr. Belk stated that at the May WMS meeting, there was agreement on a list of working issues assigned to the task force and that Dan Jones was named chair.  Mr. Belk asked whether this task force should continue.  Mr. D. Jones opined that if the combined-cycle units never get selected for RPRS, then the task force need not continue because it is a non-issue.  Mr. D. Jones added that it would be useful to review current procurement data and make a determination of the future likelihood of combined-cycle deployments for RPRS.  After acknowledgement that market behavior cannot be predicted, participants discussed that workarounds have addressed most problems, that the appropriate break point between cold and hot starts may not be five hours, and the difference between the Protocol provisions for clawback for Out of Merit Capacity (OOMC) start-up costs (and post-operation clawback) and generic RPRS payments.  Mr. Belk asked ERCOT Staff to develop a PRR for WMS to consider that would modify the RPRS generic cost payments so that they mimic OOMC payments and eliminate manual calculations.  Mr. Belk asked that the draft PRR, the CCTF, and the number of RPRS procurements of combined-cycle plants be placed on the agenda for consideration at the December WMS meeting.
5.
Change in ERCOT Balancing Energy Procurement for Sept. 2006.

Mr. Belk explained that TAC had made an informal request for WMS to investigate statistics presented by Vanus Priestley during his presentation on RPRS at the November TAC.  Specifically, TAC was interested in more explanation about Slide #4 of CNE’s presentation.  Brandon Whittle stated that there were many variables affecting Balancing Energy and price, so he could not provide a definitive explanation, but he did share some observations.  Mr. Whittle confirmed CNE’s observation that net Balancing Energy deployments were up until the beginning of September 2006, and that it has been down ever since.  Mr. Whittle also stated that prices were higher during the summer and have been lower since September 1.  Eric Goff added that the CNE Slide #4 shows the sum of all deployments, opining that participants went long because of RPRS deployments.  Mr. Whittle stated that ERCOT Staff had reviewed balancing deployments and that generally, they were more up than down from May through August.  Mr. Whittle cautioned participants that there may be no correlation because RPRS became effective in March.  Mr. Goff asserted that participants reacted in late July after average prices for RPRS doubled.  Mr. Whittle continued his discussion, stating that Load and Resource imbalance both rose in the beginning of August with generation scheduling higher than Load.  Participants can run generation up and bid into the balancing down market.  The result differs from CNE’s assertion because the change begins in August, not September.  
ERCOT Staff also reviewed 2006 Market Clearing Price of Energy (MCPE), Load and heat rate.  Mr. Whittle observed that prices are trending downwards, but not as significantly when gas prices are taken into account.  Mr. Whittle noted that the change in MCPE began on September 1.  ERCOT Staff’s review of 2005 indicated an upward trend, but that heat rates were trending downward during the same period.  The participants agreed that some of the change can be explained by Load and gas.  Adrian Pieniazek added that the heat rate corrects for fuel differences.  Mr. Priestley opined that because of the under-production in scheduling, the market was now using net Balancing Energy down.  Mr. Priestley added that schedules are inefficient for loads when more capacity is scheduled on line because it must cost more in the forward market.  Mr. Belk opined that if marginal pricing makes no difference then there is no support for the CNE assertion.  Mr. Priestley stated that participants must schedule by contract and must pay forward prices, buying at a higher forward price, but selling at a lower real-time price.  Mr. Whittle stated that ERCOT Staff did not analyze capacity, but that he did not believe it to be significant.  
A WMS member opined that MCPE should not significantly change, only that the price would now be set by the marginal cost of Balancing Energy Down rather than the marginal cost of Balancing Energy Down.  Mr. Belk added that he also wanted ERCOT Staff to analyze unloaded capacity online (High Sustainable Limit (HSL) vs Adjusted Meter Load (AML)).  Mr. Whittle stated that ERCOT Staff would update the presentation for the Board and WMS in December.  
6.
Nodal Non-Spinning Reserve Service (NSRS) Deployment Procedure
Mr. Dumas explained the difference between the current market and nodal market deployment procedures.  Capacity will be available to the Security Constrained Economic Dispatch (SCED) application, which will ramp energy in five-minute increments.  Mr. Dumas added that the posted document outlines three situations when NSRS will be deployed.  WMS suggested several corrections to the presentation, including changing “maximum” to “minimum” in several places.  WMS also discussed the meaning of “clock hour” and noted that the Hourly Reliability Unit Commitment (HRUC) uses an hourly forecast, concluded that the distinction was necessary because of the five-minute granularity of the Nodal market.  Mr. Spangler opined that there are issues that may warrant market consideration: (1) deployment of all non-spin at one time; and (2) whether On-line non-spinning Resources will be deployed at the top end of the energy offer curves.  Mr. Spangler committed to bring a presentation better defining the problem of how to get Resources into SCED and offering solutions to the next WMS meeting.  Mr. Spangler noted that reliability conditions may dictate that deployment of all Resources is necessary.  He continued that Load responsive deployment is executed initially at a 50% level, then at additional 50% levels that are randomly selected.  Mr. Spangler opined that Resources should be deployed in the same manner, adding that On-line Resources should be selected before Off-line Resources.  Mr. Spangler added that he did not oppose the procedures developed by ROS, but that he merely wanted WMS review of the issue and development of a NPRR if appropriate.  He also wanted WMS to review recall provisions.    Patrick Coon noted that the Market Management System (MMS) documents were under review.   Given that, Mr. Belk stated that the discussion could result in a post Nodal implementation NPRR.  Mr. Belk agreed that Mr. Spangler should have 30 to 40 minutes on the next WMS meeting agenda, but noted that the ROS documents were good enough to go forward.
7.
Default QSE PRR - WMS Recommendation (Possible Vote)

Cheryl Yager explained that PRR698, Remove Default QSE Provisions, included provisions for defaulting of wholly owned or related entities because of previous market interest in the treatment of entities returning to the market demonstrated by the approval of PRR658, Requirements for Entities Re-entering the ERCOT Market.  She stated that the provisions in PRR698 would create cross-default obligations and asked if that was something the market wanted.  WMS agreed that the original concept behind the PRR was to remove the Default QSE provisions.  The group discussed whether global application of cross-default language was appropriate because Market Participants’ businesses are not all organized the same way and suggested addressing the wholly-owned issue in a separate PRR.  Ms. Yager agreed that corporate structures can be very complex, but noted there could be situations where one entity remains in the market when an affiliate exits and leaves the market to absorb its losses.  She acknowledged that the provisions could not be used in a bankruptcy situation.  WMS then discussed submitting a request for Urgent status to PRS to obviate the need for negotiation of a Default QSE contract in 2007.  Ms. Yager noted that if necessary, ERCOT could extend its contract with the current Default QSE or enter into a new short-term contract.  Manny Munoz expressed concern about the provisions drafted for Resource Entities in default.  Mr. Greer moved that WMS endorse the concept of eliminating the default QSE without taking a position on the wholly-owned subsidiary provisions; Mike Rowley seconded the motion.  Mr. R. Jones amended the motion to state that WMS believes that a lot of future work needs to be done on the wholly-owned affiliate issue.  The movant and second agreed to the amendment.  The motion passed with one opposing vote from the Investor Owned Utility segment.
8.
Application of High Sustainable Limit (HSL) for PRR676 Implementation

Ino Gonzalez walked through the presentation.  He then stated that Suez would like to change PRR676, RPRS Solution with Nodal RUC-Type Procurement and Cost Allocation, by removing the under-scheduled charge.  Mr. Gonzalez agreed to work with the QMWG to review the issue, but would not take a position on it.  Mr. Belk emphasized that any revision to remove the under-scheduled charge would be a PRR to modify Protocols, not a change to PRR676.
9.
Update on EMMS Release with SCR 747 - Removal of Price Administration for Zonal Congestion

Mr. Belk reported that ERCOT has the new SPD file (with AIMMS 3.6) planned to go into production on 12/7/06.  If testing completes without any issues the date may be moved earlier.  The new AIMMS 3.6 product for which the software bug was discovered in October is on site and in testing.  
10.
WMS Recommendations for Pending Protocol/Guide Revisions and System Changes 

PRR691 - Nodal Implementation Surcharge (NIS) Verifiable Costs

Mr. Gonzalez explained that the verifiable cost process is manual and ERCOT Staff is concerned that the volume of disputes could be huge if all participants attempted to recoup the charge.  Mr. Gallo explained that ERCOT must implement the NIS quickly, so the process for recouping the interim charge will not be automated, but ERCOT Staff will complete a system change for the final fee.  He added that the calculation should be much simpler than for OOMC verifiable costs.  

11.
Other Business/Future WMS Meetings 

There being no other business, Mr. Belk adjourned the meeting at 3:41 PM.
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