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Minutes of the ERCOT Wholesale Market Subcommittee (WMS) Meeting

ERCOT Austin

7620 Metro Center Drive – Austin, Texas 78744

February 21, 2007 – 9:30am – 4:00pm

Attendance
Members:
	Ashley, Kristy
	Excelon
	Alt. Rep. for M. Cunningham

	Belk, Brad
	LCRA
	

	Brand, Amy
	Dow Chemical Company
	

	Briscoe, Judy
	BP Energy
	

	Clemenhagen, Barbara
	Topaz
	

	Clevenger, Josh
	Brazos Electric Power Cooperative
	

	Emery, Keith
	Tenaska
	

	Farhangi, Anoush
	Wal-Mart Stores, Inc.
	

	Greer, Clayton
	Constellation Energy
	

	Gurley, Larry
	TXU Wholesale
	Alt. Rep. for R. Stephenson

	Hendrickson, Ann
	Commerce
	

	McCalla, David
	GEUS
	

	McMurray, Mark
	Direct Energy, LP
	

	Moss, Steven
	First Choice Power, LP
	

	Muñoz, Manuel
	CenterPoint Energy
	

	Ohlhausen, John
	Medina Electric Cooperative
	

	Pieniazek, Adrian
	NRG Texas LLC
	

	Ross, Richard
	AEP Corporation
	

	Rowley, Mike
	Stream Energy, LLC
	

	Seymour, Cesar
	SUEZ Energy Marketing
	

	Singleton, Gary
	Garland Power & Light
	

	Smith, Mark
	Chaparral Steel
	

	Sweeney, Pat
	Austin Energy
	

	Taylor, Jennifer
	StarTex Power
	

	Werner, Mark
	CPS Energy
	


The following proxy was assigned:
· Mark Bruce to Adrian Pieniazek
Guests:

	Bailey, Robert
	NRG Energy
	

	Barrow, Les
	CPS Energy
	

	Brelinsky, MaryAnne
	Eagle
	

	Brewster, Chris
	Cities
	

	Brown, Jeff
	Coral Power
	

	Burkhalter, Ryan
	Sungard Energy Systems
	

	Carlson, Trent
	BP
	

	Durrwachter, Henry
	TXU Wholesale
	

	Goff, Eric
	Constellation New Energy
	

	Greffe, Richard
	PUCT
	

	Harris, Brenda
	Chevron
	

	Jarman, Scott
	Austin Energy
	

	Kolodziej, Eddie
	Customized Energy Solutions
	

	Miller, Gary
	BTU
	

	Reid, Walter
	Wind Coalition
	

	Shumate, Walt
	Shumate & Associates
	

	Stappers, Hugo
	SoftSmiths
	

	Trayers, Barry
	Sempra
	

	Wagner, Marguerite
	Reliant
	

	Ward, Jerry
	TXU
	

	Wilkins, Pat
	DME
	


ERCOT Staff:

	Albracht, Brittney
	
	

	Coon, Patrick
	
	

	Flores, Isabel
	
	

	Hinson, James
	
	

	Krein, Steve
	
	

	Mickey, Joel
	
	

	Sharma, Raj
	
	

	Wattles, Paul
	
	

	Whittle, Brandon
	
	


Brad Belk called the meeting to order at 9:30 a.m.
Antitrust Admonition
Mr. Belk directed attention to the displayed ERCOT Antitrust Admonition and noted the need to comply with the ERCOT Antitrust Guidelines.  A copy of the guidelines was available for review.  Mr. Belk announced that annual Antitrust training would be conducted at the March 2007 WMS meeting.
Approval of the Draft December 13, 2006 and Draft January 17, 2007 WMS Meeting Minutes 
(see Key Documents) 

Mark Werner moved to approve both sets of draft minutes as posted.  Clayton Greer seconded the motion.  The motion carried unanimously on voice vote.  All Market Segments were represented.
ERCOT Board Meeting/February TAC Meeting Updates (see Key Documents)
Mr. Belk reported that all votes taken at the January 2007 Board meeting were ratified at the February 2007 ERCOT Board of Directors (Board) meeting, in order to avert any potential quorum problems precipitated by the January 2007 ice storm.  Mr. Belk reported on Board passage of the consent agenda, and discussion of recent Emergency Electric Curtailment Program (EECP) events, ERCOT’s forecasting process, the current under-spend on the Nodal project, and the positive reports on ERCOT’s Internal Compliance activities. 
Mr. Belk highlighted that PRR674, Temporary Alteration of Settlement Equations Related to the RPRS Under-Scheduled Charge, will remain effective until PRR676, RPRS Solution with Nodal RUC-Type Procurement and Cost Allocation, is implemented, and noted that clean-up may be required on other PRRs that assumed the implementation of PRR676.  Mr. Belk also reported that the Emergency Interruptible Load Service (EILS) was a main topic of discussion in the TAC report to the Board.    
Working Group/Task Force Updates (see Key Documents)
Confirm 2007 Leadership

Mr. Greer moved to endorse the 2007 WMS Working Group Leadership as presented: Gary Miller and Ron Wheeler as chair and vice-chair of Qualified Scheduling Entity Managers Working Group (QMWG); Jerry Ward and Marguerite Wagner as chair and vice-chair of Congestion Management Working Group (CMWG); Dotty Disanto and Mark Rollins as chair and vice-chair of Meter Working Group (MWG).  Cesar Seymour seconded the motion.  The motion carried unanimously on voice vote.  All Market Segments were represented.
Working Group Structure and Procedures

Mr. Belk reviewed ERCOT’s working group and task force structure, noting that working groups are standing bodies and generate their own work, and task forces are formed to consider a specific topic.  Mr. Belk highlighted that while “straw polls” are useful to take in working groups and task forces, neither group has a voting structure, and noted that minority positions should not be dismissed at the task force or working group level.  Mr. Belk reminded participants that new topics are to be brought before the subcommittee for consideration and assignment, and suggested that the Antitrust admonition be read at all meeting levels.  
QSE Managers Working Group (QMWG)
Gary Miller reported on the February 2007 QMWG meeting, which was dedicated to review of the Nodal project as it relates to QSEs.  Mr. Miller highlighted the discussion of Ancillary Service (AS) testing, noting that past performance of individual units would serve as the initial test.  Mr. Miller also reported that ERCOT is making training and Client Representatives available to address Nodal readiness concerns among QSEs. 
Congestion Management Working Group (CMWG)
Jerry Ward reported on the recent activities of CMWG, and work on the Competitive Restraint Test for Nodal.  Mr. Ward briefly explained the process, and noted that in Nodal, ERCOT does not look at all possible combinations of restraint, but makes a list, which TAC approves.  Participants discussed that constraints in the Day Ahead will be allowed to move from Competitive to Non-competitive, but not from Non-competitive to Competitive; that each daily test reverts to the monthly test as the starting point; and that each monthly test reverts to the annual test as the starting point.  Mr. Ward noted that a related NPRR would be submitted in the coming days.
Isabel Flores gave the 2006 Congestion Management Report.  Participants discussed the cost of constraints in 2006 versus 2005, and whether the change was due to Replacement Reserve Service (RPRS) procurement levels, and potential dampening effects of PRPS of Market Clearing Price for Energy (MCPE).  Ms. Flores noted that Out of Merit Capacity (OOMC) costs were less for 2006, as compared to 2005, as was Reliability Must Run (RMR) Net by Month.  Participants discussed where in the report OOMC payments were categorized, now that the RPRS engine is in effect.  Ms. Flores offered to verify the categorization.  Participants also discussed that the RPRS engine does not enforce zonal constraints, asked for total Mega Watt (MW) for 2005 versus 2006, the dollar per MW hour, and a line overlay showing the heat rate for MCPE 2004-2006 and 2001-2006.
Demand Side Working Group (DSWG)

MaryAnne Brelinsky reported on the February 2007 DSWG meeting, noting an increasing number of Loads Acting As Resource (LaaRs) registering to participate in Responsive Reserve Service (RRS).  Participants discussed LaaR response in recent EECP events, and performance triggers for ERCOT investigations into LaaR response.  Ms. Brelinsky introduced a draft PRR to Improve LaaR Performance, and asked for WMS endorsement of the PRR concept before presentation to PRS.  Gary Singleton moved to endorse the concepts in the proposed draft PRR.  John Ohlhausen seconded the motion.  The motion carried on voice vote, with one (1) abstention in the Consumer segment.  All Market Segments were represented.
Ms. Brelinsky reviewed LaaR Participation in RPRS, noting that ERCOT would host a WebEx training session on LaaRs providing RPRS, if there was sufficient interest in the forum.  Participants discussed LaaR Balancing Energy Services (BES) bids, least cost solutions for RPRS and BES, associated compliance issues, and if Loads would be scrutinized at the same level as Generators, including disclosure provisions.  
Ms. Brelinsky also gave a summary of the Controllable Load Resource pilot, concluded in January 2007.  Participants recognized that there had been communication from the Public Utility Commission (PUCT) to ERCOT to move forward with the pilot, but expressed concern that communication did not progress beyond ROS, the lack to stakeholder input before the pilot was conducted, and potential gaps in the Controllable Loads testing process.  Steve Krein noted that similar concerns about the program and the pilot were also raised by ROS, that Performance Disturbance Compliance Working Group (PDCWG) had been assigned to review testing parameters and methodology, and that the previously announced March 2007 program availability was on hold. 
Ms. Brelinsky reviewed operation issues related to EILS.  Participants discussed the effects of voluntary curtailment before EECP declarations, capacity payments, and block deployment. Participants also discussed EILS adoption timelines, contract effective dates, and penalties for non-performance.
Generation Adequacy Task Force (GATF)

Henry Durrwachter gave a Capacity Adequacy Report update, highlighting changes to Wind Capacity and New Generating Capacity in the reserve margin calculation, noting the recommendation to use the Effective Load Carrying Capability (ELCC) for wind as determined in the ERCOT Loss of Load Probability (LOLP) study, and to update the ELCC every two years.  Mr. Durrwachter also noted the recommendation to include future fossil-fueled generating projects in the Capacity Demand Report (CDR), if the project has both a Signed Generation Interconnect Agreement (SGIA) and an air permit from the Texas Commission on Environmental Quality (TCEQ).  Mr. Durrwachter also presented suggested format changes to the CDR.  Kristy Ashley opined that noting switchable units as “uncommitted” is confusing, and that an entity should indicated if a unit is committed elsewhere.  
Barbara Clemenhagen moved to endorse the work of the GATF and the recommended changes to the CDR.  Mr. Greer seconded the motion.  The motion carried on voice vote with one (1) abstention in the Investor Owned Utility segment.  All Market Segments were represented.  

Renewables and Transmission Task Force (RTTF)
Mr. Belk reviewed Competitive Renewable Energy Zones (CREZ), the reasons for the RTTF, and noted that meeting announcements would be distributed to the WMS exploder by task force chair Mark Bruce.
Metering Working Group (MWG)
The MWG did not present an update.
WMS Goals for 2007 (see Key Documents)
Mr. Belk reported that the 2007 WMS Goals were well-received by the Board, and that in the interest of time, the presentation would be re-distributed to WMS.

EILS PRRs – PRS Assignments (see Key Documents) 

Mr. Belk reviewed the items for WMS consideration as posed by PRS: Define Benefit of EILS; Market Costs of EILS PRRs – Caps and Administrative Costs; Define Changes in Market since April 17, 2006 Event.  In taking up consideration of the benefit of EILS, participants discussed assumptions for the presented calculation, including event probabilities, event durations, and the Department of Energy (DOE) Value of Lost Load (VOLL) formula.  Participants discussed weather events and their effects on behavior, reserve margins, capacity and generation, and potential effects of Nodal implementation.  Participants noted that EILS is unable to address cascading events, is not a reliability product, is not comparable to the Black Start Program, and can only be used if frequency is stable, and the EECP event is slow to unfold.  
In considering market costs of EILS PRRs, participants noted caps of $43.8 million and $20 million in PRR702, Emergency Interruptible Load Service, and PRR705, Emergency Interruptible Load Service (EILS) - Interim Option, respectively, the elements of cap calculations, MW procurement levels, peak shaving costs in other markets, opportunity costs to loads, and the true VOLL as MCPE.  In defining changes to the market since the April 17, 2006 event, participants discussed more effective use of RPRS, approved maintenance outage schedules, and forecasting model refinements. 

Participants noted that harm to the market had not been a part of the deliberation, was not reflected in the cost calculation, and that EILS would incent price-responsive load to stay online, while consumers would be voluntarily interrupting, due to Public Appeal.  

Larry Gurley moved that the benefit of EILS be defined by the following calculation:

Value
= Risk of outage as enumerated below  x  cost of outage as enumerated below
= (1 event/15 yr)  x  ($6000/MWh  x  1000MW  x  4 hr)


= $1.6M/yr
Mr. Greer seconded the motion.  The motion carried on roll call vote, with six opposed and four abstentions (Independent Generator (1) and Consumer (3) segments.)  All Market Segments were represented.  

Mr. Gurley moved that WMS define the cost of the EILS PRRs as $100,000 or less Cost of Implementation, $20 million Annual Cap ($17 million for the first year), plus many unquantifiable costs associated with Market Inefficiencies.  Mr. Greer seconded the motion.  The motion carried on voice vote, with four opposed, and one abstention (Investor Owned Utility segment).  All Market Segments were represented.  
Mr. Gurley moved to report changes to the market since April 17, 2006 as presented, and to include more effective use of  the RPRS tool, including load participation; enhanced Non-Spin Procurement Procedures; passage of PRR 701, Enabling of Stranded Capacity During Alerts; and elimination of Modified Competitive Solution Method (MCSM) and the Shame Cap.  Mr. Greer seconded the motion.  The motion carried on voice vote, with one abstention from the Municipal segment.  All Market Segments were represented.  
Discussion on Use of NSRS to Reduce Step 2 RPRS Procurement

Trent Carlson summarized a proposal to use NSRS to reduce Step 2 RPRS procurement, by utilizing Non-Spin Reserve Service (NSRS) to the greatest extent possible.  Mr. Carlson noted that PRR650, Balancing Energy Price Adjustment Due to Non-Spinning Reserve Service Energy Deployment, accommodates the use of NSRS in an energy market.  Mr. Carlson opined that Step 2 RPRS harms the energy-only market, does nothing to encourage self-commitment, and does not have a neutral effect.    
Participants discussed the different functions of the two products, and that they were not directly substitutable; noted that NSRS is a more hedgeable cost that has less impact on the function of the market than RPRS, whether there were ways to maintain reliability using less RPRS and more NSRS, and whether Step 2 RPRS has as large an impact on prices as represented.
John Dumas noted that the issue had not yet been fully considered from a reliability perspective and expressed concerns about deliverability.  Mr. Dumas also noted that resource plans are not binding and can change, and that obligation tracking needs improvement.  Mr. Belk looked to participants to gage interest in pursuing the issue, and suggested that Mr. Carlson host an informal group to address gap issues before a task force is formed. 

Other Business/Future WMS Meeting

Mr. Belk reminded everyone of the next WMS meeting, scheduled for March 21, 2007 at ERCOT Austin.
Adjournment
Mr. Belk adjourned the meeting at 4:00 p.m.
� Key Documents referenced in these minutes can be accessed on the ERCOT website at:


� HYPERLINK "http://www.ercot.com/calendar/2007/02/20070221-WMS.html" ��http://www.ercot.com/calendar/2007/02/20070221-WMS.html� 
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