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ERCOT WHOLESALE MARKET SUBCOMMITTEE MEETING


Attendance:

	Name
	Representing

	WMS Members
	
	

	Brad
	Belk
	LCRA

	Amy
	Brand
	Dow Chemical

	Mark
	Bruce
	FPL Energy

	Mike 
	Cunningham
	Exelon Generation

	Kim
	Godfrey
	BP Energy

	Clayton
	Greer
	Constellation Energy Commodities

	Mike
	Grim
	TXU Energy

	Rafael
	Lozano
	PSEG I, Inc.

	Mark 
	McMurray
	Direct Energy

	Manuel 
	Muñoz
	CenterPoint Energy

	Kenan 
	Ögelman
	OPC

	John
	Ohlhausen
	Medina Electric Cooperative

	Adrian
	Pieniazek
	NRG Texas

	Mike
	Rowley
	Stream Energy

	Cesar
	Seymour
	Suez Energy

	Gary
	Singleton
	Garland Power & Light

	Mark
	Smith
	Chaparral Steel

	Mark
	Werner
	CPS Energy

	
	
	

	Proxies
	
	

	Mike Cunningham
	to
	Kristi Ashley

	Clayton Greer
	to
	Kristi Ashley

	Tom Hancock
	to
	Gary Miller

	Mark Werner
	to 
	James Jackson

	Wayne Morter
	to
	Pat Sweeney

	Kim Godfrey
	to
	Judy Briscoe

	Adrian Pieniazek
	to
	Randy Jones

	Michael Grim
	to
	Randa Stephenson

	
	
	

	Participants
	 
	 

	Brittney
	Albracht
	ERCOT

	Kristy
	Ashley
	Exelon

	Mary Ann 
	Brelinsky
	Eagle

	Judy
	Briscoe
	BP Energy

	Shawnee
	Claiborn-Pinto
	PUCT

	Mark 
	Dreyfus
	Austin Energy

	Isabel
	Flores
	ERCOT

	Andrew
	Gallo
	ERCOT

	Ino 
	Gonzalez
	ERCOT

	Tim
	Healy
	

	James
	Jackson
	CPS Energy

	Alice
	Jackson
	Occidental Chemical Corporation

	Dan 
	Jones
	IMM

	Randy
	Jones
	Calpine

	Steve
	Krein
	ERCOT

	Nieves
	López
	ERCOT

	Gary
	Miller
	BTU

	Steven
	Moss
	First Choice Power

	Brett
	Perlman
	Vector Consultants

	Eric 
	Schubert
	PUCT

	Cesar
	Seymour
	SUEZ

	Malcolm
	Smith
	Energy Data Source

	Mark
	Smith
	Chaparral Steel

	Bob
	Spangler
	TXU

	Randa 
	Stephenson
	PSEG

	Christi
	Sweeney
	

	Paul
	Wattles
	ERCOT

	Brandon 
	Whittle
	ERCOT


1.  Anti-Trust Admonition

The Anti-Trust Admonition (Admonition) was displayed for the members.  Brad Belk read the Admonition and reminded the members that paper copies of the Admonition are available.
2.  Approval of November 15, 2006 Minutes
Mark Bruce moved to approve the draft meeting minutes from the November 15, 2006 WMS meeting as revised by WMS based on comments submitted by Constellation NewEnergy.  Randy Jones seconded the motion.  The motion passed unanimously with all Market Segments present for the vote.

3.  TAC and Board Reports

Mr. Belk reported that the TAC passed the following revision requests on for ERCOT Board of Directors (Board) approval:
· PRR647, Gross and Net MW/Mvar Data Reporting;
· PRR679, Revision to NLRI Formula and Other Credit Requirements;
· RR686, Black Start Testing requirements;
· PRR693, Timing for Processing Priority/Standard Move-In Transactions;
· PRR698, Remove Default QSE Provisions;
· PRR699, Removal of the Northeast Congestion Zone in Trading Hub Transaction Conversions;
· PRR700, Creation of Interim Measure for Collecting the ERO/TRE Fee;
· NPRR019, Black Start Testing Requirements;
· NPRR031, Correction of Voltage Support Bill Determinants;
· NPRR032, Correction of Black Start Bill Determinants; and
· NPRR033, Settlement of CRRs When DAM Does Not Execute.
In reference to the (Board meeting, Mr. Belk reported that the Board approved the following revision requests:

· PRR677, Substitute Source for Fuel Index Price (FIP);
· PRR681, Discontinuation of Interest Charge for Defaulting Entities at Time of Uplift;
· PRR684, Mass Transition Process for PUCT Rule 31416;
· PRR689Down Balance Qualification for Renewable Resources;
· PRR698, Remove Default QSE Provisions;
· PRR699, Removal of the Northeast Congestion Zone in Trading Hub Transaction Conversions;
· PRR700, Creation of Interim Measure for Collecting the ERO/TRE Fee; and
· NPRR019, Black Start Testing Requirements.
· NPRR031, Correction of Voltage Support Bill Determinants

· NPRR032, Correction of Black Start Bill Determinants

· NPRR033, Settlement of CRRs When DAM Does Not Execute

Mr. Belk further reported that the Board had also conducted its Annual Meeting.  The Board took this opportunity to pass resolutions to honor the service of departing Board members Bob Kahn and Bob Manning.  The Board also welcomed the new Board members.  Barry Smitherman had commented that Board members should be bound to the same ethical standards as ERCOT employees.  Mr. Belk also reported that Kent Saathoff had given an update on the implementation and impact of PRR676, RPRS Solution with Nodal RUC-Type Procurement and Cost Allocation.  Steve Byone gave the update on the status of capital investment projects, noting that ERCOT is delivering and spending more.  In reference to Nodal market implementation, Mr. Byone introduced Jerry Sullivan as the new director of Nodal market implementation; that the project implementation status remains red; and that staffing shortages are trending down.  Mr. Smitherman had commented that Market Participants should refrain from hiring subject matter experts away from ERCOT.  Finally, Mr. Belk reported that the Board had requested that ERCOT track Congestion costs after the implementation of PRR699, Removal of the Northeast Congestion Zone in Trading Hub Transaction Conversions.
3.  Working Group/Task Forces Updates
QSE Managers Working Group (QSE WG)
The QMWG did not meet.
Congestion Management Working Group (CMWG)

Commercially Significant Constraint (CSC) Utilization Report – Isabel Flores presented the third quarter 2006 CSC Utilization report.  The report covered the costs and quantity of zonal congestion; active and binding intervals; actual CSC flows vs. limits; and the cost of under and over-constraining.  Ms. Flores noted that to date the costs are lower than they were in 2005.  There may, however, be additional costs associated with the South-to-Houston CSC.  Participants discussed the causes behind the limit and flow fluctuations, such as forced outages.  
Ms. Flores announced that ERCOT was reviewing a draft for the determination of Competitive Constraint Test which will be reviewed by the CMWG.  Ms. Flores committed to summarizing the CMWG comments for the January 2007 WMS meeting review if available.

Ms. Flores proposed, and WMS agreed, to give the CSC Utilization Report every other month.  The next report will be at the February 2007 WMS meeting.
Emergency Interruptible Load Program (EILP) Task Force (EILPTF) Update 

This topic was taken up under Agenda Item No. 5, Emergency Interruptible Load Program Task Force Update.
Demand Side Working Group (DSWG)

Mary Ann Brelinsky reported that the group did not meet the prior month; therefore, there was not much change to the goals update.  Ms. Brelinsky reviewed the DSWG agenda for the Friday, December 15, 2006 meeting.  Ms. Brelinsky also gave an update on the PUC Demand Response Programs Workshops and reported that the December 18 and 19, 2006 meetings are delayed to January, 2007.  Finally, Ms. Brelinsky updated the group on the resolution of problems encountered with Loads acting as Resources (LaaR) in the Replacement Reserve Service (RPRS) market.  LaaRs should be able to participate in March 2007 when the RPRS procurement is reinstated.

Combined Cycle Task Force (CCTF)

Combined Cycle Replacement Reserve Service (C-C RPRS) Procurement Report – Mr. Belk reported that for 19% of hours for the period reviewed, RPRS was procured by combined cycle units.  Mr. Belk noted that the analysis did not assess whether these units were in same train.  Collection of this additional data to determine whether Combined Cycle units are deployed correctly may require a change in the code.  Mr. R. Jones commented that there was an issue with steam turbines being deployed without a dispatch instruction and that there were occurrences of this resulting in more then one start-up payment.  Mr. R. Jones reported that these problems have been fixed.  The group agreed that the task force should be discontinued because any additional work may be expensive.  Participants noted that there is not a problem to combined cycle unit owners and that the units are now being dispatched correctly using Verbal Dispatch Instructions (VDIs).  Manny Muñoz suggested placing any remaining issues with the QSEWG because this group is already dealing with some RPRS issues.
Generation Adequacy Task Force (GATF)

Capacity Adequacy Report – Malcolm Smith reported that the GATF had met four times.  Mr. Smith updated the group on the task force review of Load Forecasts; LaaR; Demand Response; and existing Resources such as DC Ties and switchable Resources.  Mr. Smith reported that issues related to wind generation, mothballing and retirement of units, private networks, and new generation are still under review.  The GATF will meet on January 12, 2007 to review these topics and submit a final report to the WMS in February, 2007.  Mr. Bruce inquired whether the factor for wind generation should be adjusted.  Rafael Lozano inquired how the group would account for stranded capacity and argued that PRR701, Enabling of Stranded Capacity During Alerts, may address this issue.  
4.  Nodal Non-Spinning Reserve Service Deployment and Impact on Settlement Point Price (SPP)
Bob Spangler gave a presentation on the Non-Spin Ancillary Services deployment in the nodal market.  Mr. Spangler suggested that the WMS create a task force to review Non-Spin (NS) deployment in the nodal market.  Mr. Belk responded that this request is contrary to the last TAC deliberations and suggested waiting until February to avoid any disruptions.  Mr. Spangler countered that the subject should be subject of discussion because PRR650, Balancing Energy Price Adjustment Due to Non-Spinning Reserve Service Energy Deployment, will not flow naturally in to the nodal market.  Synchronization of PRR650 would require some arbitrary decisions; shift the focus of the impact on pricing to how much ERCOT will actually buy; and result on an impact on Reliability Unit Commitment (RUC).  Mr. Spangler explained that the difference between the Zonal market and the nodal market lies in the hourly RUC within context of the forecasted Load.  Mr. Spangler requested that ERCOT decommit NS units in certain circumstances.  Dan Jones inquired whether this would impact the implementation of the nodal market.  Mr. Spangler acknowledged that it may, but that it would not constitute a show-stopper and commented that there are a lot of issues related to off-line NS units and that changes in administrative procedures are needed to guide ERCOT in NS procurement.  Randa Stephenson recommended (and WMS agreed) that WMS convene a task force to address these issues.  Ms. Stephenson was selected to lead the task force activities.
5.  Emergency Interruptible Load Program Task Force (EILP TF) Update 
Mr. Bruce gave a presentation outlining the process, issues and tradeoffs that contributed to the development of four PRRs addressing EILP.  

Paul Wattles explained that ERCOT Staff is operating from a desire to have another (fifth) alternative after Loads acting as Resources (LaaR) deployment prior to firm Load shedding during an Emergency Electric Curtailment Plan (EECP).  Mr. Wattles explained that ERCOT Staff’s original proposal was a simple tool that could be implemented by April 2007.  Mr. Wattles opined that the four proposals presented by the EILP TF may present challenges to ERCOT resources and may be difficult to implement by April 2007.  Mr. Wattles announced that ERCOT will draft an interim PRR modeled after points outlined in September that will operate until a market-based PRR is approved.  Mr. R. Jones inquired how the proposal will compare to other Ancillary Services (AS) and whether it will be an energy-only or capacity based product.  Mr. Wattles responded that the PRR is still being reviewed internally, but advised interested parties to look to the September proposal.  Mr. Wattles confirmed that it will be a contract service and emphasized that it would be to a gap measure for the period between April-June.  Kenan Ögelman inquired whether ERCOT had conducted a study of the quantifiable benefits of such a service.  Mr. Wattles responded that there had not been a study of the Value of Lost Load (VOLL).  Mr. Ögelman suggested that ERCOT use federal numbers for the VOLL and requested that ERCOT also evaluate probability of the need for such a service.  Clayton Greer claimed that it may cost $50 million to purchase $200,000 worth of coverage.  Mark Smith commented that the purpose of the EILP TF meetings was to provide technical input in to the Commission rulemaking.  Shawnee Claiborne-Pinto commented that if WMS is not able to come forth with a reasonable proposal by the end of the day’s meeting that the Commission will proceed with a rulemaking.  Ms. Claiborne-Pinto reported that the Commission’s Chairman’s position is that the ERCOT Chief Operating Officer (COO) had expressed the need for such a tool and that the Commission must provide ERCOT with the tools to maintain reliability.  Ms. Claiborne-Pinto emphasized that it is the Commission’s preference that such a program be developed by the market rather than Commission.  Mr. R. Jones questioned if the lack of such a service is such a threat to reliability why this issue was not addressed in last five years.  Mr. R. Jones also disputed the validity of allowing Load to act in a capacity-like manner and that such a proposal should be subject to full public debate.
Mr. Lozano commented that PRR701, Enabling of Stranded Capacity During Alerts, provides an answer to this issue because it would allow ERCOT to employ stranded capacity.  Mr. Lozano argued that PRR701 should be considered as part of any interim solution.  Mr. Belk reminded the group that WMS was given specific direction by TAC and the Commission to develop an emergency interruptible load program.  Mr. R. Jones responded that there is no evidence at this time for the need for an interruptible load program.  Mr. Greer commented that ERCOT Staff appeared to be by-passing the Stakeholder process by communicating directly with the Commission.  Mr. Greer opined that Sam Jones’ communications with the Commission should be subject to oversight by the ERCOT Board.  Gary Singleton encouraged stakeholders to stand up to TAC, Board and PUC and that stakeholders should not be afraid of the political repercussions of a black-out.  Ms. Stephenson asked who would pay for such a service.  Mike Cunningham argued that a Capacity payment would be a fatal flaw; that such a service should be limited to an energy payment; or there should not be such a service at all.  Mr. Belk commented that ERCOT Staff has been in the EILP TF meetings, but has not presented a PRR in parallel with the other PRRs.  Mr. Smith noted that although ERCOT asked for the service it has been reluctant to present any proposals after the initial meetings.  Mr. Smith encouraged ERCOT Staff to present the proposal of what ERCOT needs as a tool on a permanent basis.  

Alice Jackson argued that unless there is a capacity payment there is no incentive for Load Resources to participate, especially Load Resources will forfeit participating in the price responsive programs.  Mr. R. Jones responded that the policy cut made in starting up the market for ancillaries was that daily capacity payments would be paid to generators, who have alternate services they can provide, such as foregoing the ancillary services and taking their output to the BES market.  Mr. Muñoz inquired whether ERCOT Staff’s intent was to have a Black-Start Service type program.  ERCOT Staff confirmed that this was the case and committed to having an ERCOT PRR reviewed in concert with the other Emergency Interruptible Load Service (EILS) PRRs.  
Mr. Lozano stated that ERCOT still needs a tool and wanted an opportunity to present PRR701.  Mr. Belk reiterated that although he likes PRR701, it is contrary to direction of TAC and PUC, which was to develop a Load response based service.  Mark Dreyfus also reiterated the assignment to the group and recommended that the group set aside opinions about value of a Load response based service and try to make some cuts.  Mr. R. Jones argued for restricting the discussion to proposals that are based on an energy-only market.  Brett Perlman reminded the group that this issue has been on the table since 2001 and commented that Load and Generation resources are fundamentally different.  Mr. Perlman opined that this is an issue that should be addressed by Commission and discussion should not be cut short at subcommittee level.  Amy Brand questioned whether Load Resources will participate without the benefit of a capacity payment.  Ms. Stephenson acknowledged that Load Resources would prefer capacity payments, but claimed that Load Resources had indicated they would participate if given certain alternatives.  Tim Healy responded that as a demand response provider he believed that there should be a dialogue as to which structure will achieve the objectives.  If Load Resources are not willing to participate, the objective is not achieved.  Mr. Healy noted that from his company responds to capacity payment opportunity.   Mr. Cunningham agreed that the lack of capacity payments will be the death knell for the program.  Mr. Belk commented that he is not in favor of capacity payments, but noted that the Ancillary Services market does offer capacity payments.  
Mr. R. Jones moved to restrict the discussion to proposals based on an energy-only market.  Ms. Ashley seconded the motion.  The motion carried by roll-call vote with 5.67 of the Market Segments voting for and 1.83 voting against the motion.  There were four nays from the Investor Owned Utilities (1) and Consumer (3) Market Segments, and one abstention from the Municipally Owned Utility (MOU) Market Segment.  All Market Segments were present for the vote.
Consistent with the motion, the group proceeded to evaluate merits of energy-only Proposals C and D.  Mr. R. Jones presented Proposal C.  Mr. Ögelman inquired why the price goes up during Load shedding.  Mr. R. Jones responded that the price increase demonstrates the real VOLL by creating a value for scarcity.  Ms. Ashley noted that this mechanism will allow Loads to dictate the price necessary to participate.  Eric Schubert reminded the group that if the bid is above the offer cap it will be violation of Commission rule.
Ms. Stephenson presented Proposal D.  Ms. Stephenson argued that Proposal D offers greater sustainability by providing payments at clearing price for four hours.  Ms. Stephenson explained that the bids are not limited to L-cap, but H-cap.  Mr. Schubert commented that this appeared to be a generator backed proposal.  The group noted that the proposal was developed by Transmission and Distribution Service Providers (TDSPs).
Mr. Muñoz commented that neither Proposal C nor D verify the actual behavior of participating Load Resources.  It was explained that participating Load Resources will be required to provide one-minute data within 24 hours.

Mr. Ögelman moved that WMS support Proposal D.  Mr. R. Jones seconded the motion.  Mr. Ögelman did announce that he would abstain from the vote.  Ms. Stephenson offered a friendly amendment to remove the 1000 megawatt (MW) limit which was accepted.  The motion carried by roll-call vote with 5.50 of Market Segments voting for and 0.875 of the Market Segments voting against the motion.  There were three nays from the Electric Cooperative (Coop) (2) and Consumer (1) Market Segments and three abstentions from the IOU (1) and Consumer (2) Market Segments.  All Market Segments were present for the vote.
6.  PRR701 – Enabling of Stranded Capacity During Alerts
Mr. Lozano presented PRR701 and explained this concept is intended as tool to use prior to interrupting firm Load.  Participants commented that such capacity may be dispatchable, but that it may not be immediately available.  Mr. Lozano claimed that it would take only 20 minutes to bring this Resource on-line.  Mr. Lozano argued that there are a lot of inefficiencies on the system that, if addressed, would make EILS obsolete.  Mr. Lozano commented that ERCOT should not add more products.  Mr. Muñoz stated that the PRR should place some time limits on the system and expressed the concern that the proposal may also dilute the QSEs ability to control the Schedule Control Error (SCE) score.  
Mr. Bruce moved to waive notice for consideration of PRR701.  Mark Werner seconded the motion.  The motion passed unanimously with all Market Segments present for the vote.

Mike Rowley moved that WMS endorse PRR701.  Cesar Seymour seconded the motion.  The motion passed with one opposing vote from the IOU Market Segment.  All Market Segments were present for the vote.
7.  Update on Investigation of Balancing Energy Procurement for September 2006
Brandon Whittle gave an overview of the discussions regarding Balancing Energy Service (BES) procurement.  Based on the investigation conducted by ERCOT Staff, ERCOT Staff has concluded that BES deployments have reversed, presumably due to generators scheduling at maximum capacity.  Mr. Whittle noted that that there are no known operational problems with this practice and that the changes to Market Clearing Price for Energy (MCPE) do not appear related to this practice.  Mr. Whittle also reported that the MCPE changes appear to be normal based on the Fuel Index and Load trends.  Finally, Mr. Whittle reported that amount of unloaded Capacity in 2006 has been similar to 2005 and that there appears to be little relationship with the RPRS market changes.
8.  Independent Market Monitor (IMM)
Requirements of Protocol Sections 6.4.2(5) RPRS and 6.5.10(10) OOMC – Mr. D. Jones stated that the issue at hand is that parties understanding of what the Protocols actually direct parties to do: whether the Protocols direct Entities to bring a unit on at minimum and offer up-the Balancing Energy or whether it directs Entities to bring unit on and offer entire range of units as either Balancing-Up or Balancing Down.  Mr. Belk commented that the differing interpretation is due to history of these provisions and that the language itself is clear.  According to Mr. Belk, the latter interpretation is correct.  Mr. Belk further commented that the differing interpretation raised some policy issues; that it may be useful to have a public discussion; and that it would be beneficial to have a common understanding.  Mr. Belk noted that issues related to incentive problems that were raised may require Protocol changes.  
9.  Draft PRRs
PRR to synchronize Out of Merit Capacity (OOMC) generic payment with Local RPRS Procurement – Ino Gonzalez explained that the purpose of this PRR would be to align Settlement of Resources procured to address local RPRS with the OOMC deployment.  Mr. Gonzalez reported that this issue was discussed at the CCTF and that it is consistent with PRR598, Extension of Credit Against OOM Start-Up.  Gary Miller commented that the proposal penalizes a unit for staying on line.  Mr. Gonzalez responded that this PRR will change the LC flag and create an OOMC flag for these hours, and that this can be done manually.  Mr. Belk added that the purpose of this PRR would be to make the two services consistent and reminded the group of the PRS had already decided that the claw-back should be applied to both services.  Mr. Belk noted that this PRR should have been sent to the QSEWG, but that that was never done.  Mr. Belk instructed the group that if there is a problem with the claw-back in general, that should be a separate discussion.  WMS proceeded to discuss the types of payments for RPRS; that only resource imbalance is subject to a claw-back; and that the current OOMC claw-back is a manual process as well.  Participants explored the relationship of the proposal with PRR676, RPRS Solution with Nodal RUC-Type Procurement and Cost Allocation, and noted that PRR676 only addresses the under-scheduling charge.  WMS requested that ERCOT develop the PRR.  Mr. Greer announced that Constellation cannot support the concept and.  ERCOT committed to report to WMS the amount of claw-back next month and Mr. Gonzalez invited interested parties to contact him if they had concerns.
Mr. Bruce moved to table further discussion of this proposal for one month and to allow stakeholders time to resolve the policy issues.  Mr. Bruce noted that the proposal should take PRR676 account.  Mr. Greer seconded the motion.  The motion passed unanimously with all Market Segments present for the vote.
11.  Other Business/Future WMS Meetings
2007 Schedule Block
Future PRS Meetings
· January 17, 2007
· February 21, 2007
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