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Minutes of the ERCOT Wholesale Market Subcommittee (WMS) Meeting

Hilton Austin Airport
9515 New Airport Dr. – Austin, Texas 78719
April 17, 2007 – 9:30am – 4:00pm

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

	Belk, Brad
	LCRA
	

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

	Brand, Amy
	Dow Chemical Company
	

	Briscoe, Judy
	BP Energy Co.
	

	Bruce, Mark
	FPL Energy, LLC
	

	Clemenhagen, Barbara
	Topaz
	

	Clevenger, Josh
	Brazos Electric Power Cooperative
	

	Farhangi, Anoush
	Wal-Mart Stores
	

	Greer, Clayton
	J Aron and Company
	

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

	Hendrickson, Ann
	Commerce
	

	Moss, Steven
	First Choice Power, LP
	

	Ögelman, Kenan
	CPS Energy
	

	Pieniazek, Adrian
	NRG Texas LLC
	

	Seymour, Cesar
	Suez Energy Marketing, LLC
	

	Singleton, Gary
	Garland Power and Light
	

	Taylor, Jennifer
	StarTex Power
	


Guests:

	Adrienne, Brandt
	PUCT
	

	Brelinsky, MaryAnne
	Eagle Energy
	

	Burkhalter, Ryan
	SunGard Energy
	

	Cohagen, Frederick
	Locke, Liddell and Sapp
	

	Goff, Eric
	Constellation NewEnergy
	

	Helton, Bob
	IPA
	

	Jackson, Tom
	Austin Energy
	

	Jones, Don
	TIEC
	

	Jones, Randy
	Calpine
	

	McAndrews, Neil
	DBE
	

	Miller, Gary
	Bryan Texas Utilities
	

	Shumate, Walt
	Shumate & Associates
	

	Simpson, Lori
	Constellation
	

	Stappers, Hugo
	SoftSmiths
	

	Wagner, Marguerite
	Reliant
	

	Wittmeyer, Bob
	Denton
	


ERCOT Staff:

	Barry, Stacy
	
	

	Carmen, Travis
	
	

	Coon, Patrick
	
	

	Flores, Isabel
	
	

	Jirasek, Shawna
	
	

	Johnson, Andrew
	
	

	Marsh, Tony
	
	

	Whittle, Brandon
	
	

	Wattles, Paul
	
	


Brad Belk called the meeting to order at 9:38 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.
Approval of the Draft February 21 and March 20, 2007 WMS Meeting Minutes (see Key Documents) 

Mr. Belk asked for any revisions to the minutes for either the February 21 or March 20, 2007 meetings.  Barbara Clemenhagen moved to approve both the February 21 and March 20, 2007 meeting minutes as posted.  Adrian Pieniazek seconded the motion.  The motion carried unanimously on voice vote.  All Market Segments were represented.
ERCOT Board and TAC Meeting Updates (see Key Documents)
Mr. Belk reminded attendees that the ERCOT Board of Directors (Board) would meet the following day.
Reporting on the March 30, 2007 TAC meeting, Mr. Belk noted TAC approval of PRR705, Emergency Interruptible Load Service (EILS) - Interim Option; PRR706, Provisional Qualification for Ancillary Services; and PRR707, Prioritization and Timing of Transactions Based Upon PRR672, Collaborative Analysis and Retry Process for 814_20s; and highlighted the extensive Compliance Report, the review of Emergency Electric Curtailment Program (EECP) events, and the Long Term System Assessment.  Mr. Belk added that ROS is giving significant consideration to events related to wind generation, how to respond to rapid loss of wind generation units, and a new reserve margin calculation procedure. 
Mr. Belk noted that the Texas Regional Entity (TRE) delegation agreement is expected to be approved in April 2007; that the business plan would be submitted in May 2007; and that North American Electric Reliability Corporation (NERC) standards would be enforced beginning June 2007.  Participants noted that ERCOT has made every effort to be NERC compliant.  Participants discussed market participation in the development of standards, the establishment of the Regional Standards Committee, and questioned how the ERCOT ISO will staff an internal compliance group.
Working Group/Task Force Updates

QSE Managers Working Group (QMWG)
The QMWG did not meet in March and did not present an update.
Congestion Management Working Group (CMWG)
The CMWG did not meet in March and did not present an update.

Demand Side Working Group (DSWG)
Mr. Belk commented that, contrary to information that may have inadvertently been given at the last meeting, Loads Acting as Resource (LaaRs) could indeed now participate in Replacement Reserve Service (RPRS).
MaryAnne Brelinsky reviewed the recent activities of the DSWG, highlighting issues created by the failure of NPRR018, Separate LaaR and Generator MCPCs for RRS.  Participants discussed increased credit exposure in a nodal market; whether the Board had instructed or inferred that zero-floor bidding should be advanced; whether TAC was aware of the gap that persists in nodal Protocols; and how to reintroduce the issue of no floor on Ancillary Services (AS) for further consideration.
In reference to Event Pricing (are you sure this is the right term?), participants expressed interest in why prices are elevated at non-constrained hours; discussed whether the discount factor for physical reserves at 7% in the spring is appropriate; and opined that the numbers indicate that the market has become more sensitive to reserves.
Renewables and Transmission Task Force (RTTF)
Mark Bruce provided a brief update of the activities of the RTTF, and reported that both physical financial approaches were under consideration and that the financial approach continues to be refined along an adjusted offer curve option, and an adjusted offer floor option.  The task force is working to reach consensus on its presentation to WMS in May 2007 and that the Independent Market Monitor (IMM) had requested a 30-day review period.  Mr. Bruce noted that the work of the task force was on a timely path.  Mr. Belk reminded participants that any product needs to come through TAC and be reviewed by the subcommittees and the Public Utility Commission (PUCT).
Mr. Bruce also reported on progress being made on the Competitive Renewable Energy Zones (CREZ) designation process.  Mr. Bruce explained that the designation of a geographic area is an outgrowth of the physical curtailment approach; that the CREZ designation process will be comprised of several distinct proceedings; that the RTTF will bring priority dispatch options to WMS for discussion; and that priority dispatch may be included in the final PUCT order, but that a specific mechanism is not expected in the July 5, 2007 order.  
Participants expressed caution in discussion of pricing arrangements, given the implications for early or late participation.  Mr. Bruce stated that care has been taken to construct the appropriate framework for discussion; that the task force is working on a charge from the PUCT; that all first and last movers would be treated the same; and reiterated that all caution should be exercised, and that each participant should discuss concerns with its own counsel.
Long Term Solution Task Force (LTSTF)

Mr. Belk announced that Bob Wittmeyer of WMS, and Ellis Rankin of ROS had accepted the co-chair positions of the LTSTF.  Mr. Wittmeyer reported that the LTSTF would like to implement a long-term solution to EILS by October 1, 2007, an aggressive schedule given that this would require Board approval of a solution by August 2007 to accommodate the thirty day implementation delay required by Commission rule.  Mr. Wittmeyer reported that early ideas for solutions include additional Ancillary Services (AS), Day Ahead price signals, improved communication, and more involvement from Loads.  Mr. Wittmeyer added that comments had been received that the implementation timeframe is too aggressive, and that some Loads are requesting a two-year moratorium on changes to the current EILS.   
EILS Update (see Key Documents)
PRR716, NOIE Self-Provision of Emergency Interruptible Load Service (EILS)
Kenan Ögelman summarized PRR716, noting that self-provision does not influence prices in the regular bidding process; that the value of the amount of NOIE self-provision is subtracted from the ERCOT budget to spend on EILS, that the main area for change was to settlement, and that ERCOT will assign every Qualified Scheduling Entity (QSE) that serves Load a ratio share of EILS.  Participants discussed the impacts of PRR716 to QSEs that do not self-provide, specifically whether self-provision displaces higher bids and lowers overall price of EILS, and whether self-provision was limited to NOIEs or should be extended to any QSE.  
Larry Gurley moved that PRR716 move forward in such a way that self-provision be extended to all QSEs by striking the “NOIEs only” language.  Cesar Seymour seconded the motion.  Mr. Belk asked for a show of hands on the motion.  The motion passed with 16 in favor, one opposing vote (Electric Cooperative (Coop) Market Segment), and two abstentions (Municipally Owned Utility (MOU) Market Segment).  All Market Segments were represented.  

Nieves López reminded participants of the Wednesday, April 18, 2007 meeting to discuss PRR716. 

Report on First Contract Period Procurement

Paul Wattles reported that the first contract period for EILS was only 43 days; that only 156MWs were bid into the program, which did not meet the minimum 500MWs to run the program.  Mr. Wattles commented that while there was general disappointment that there were not more subscribers, the short timeline was acknowledged to be a hurdle, and that more MWs were available and interested in the next bidding period.  Mr. Wattles reviewed the timeline for the next 2007 EILS contract period: April 19 – bidding opens; May 11 – bidding closes; May 18 – awards announced; May 21 – contracts sent out; May 29 – contracts due; June 1 – EILS operational. 

Resource Plan HSL (High Sustainable Limit) Validation

Brandon Whittle reviewed the changes resulting from the failure of the February 16, 2007 RPRS market, highlighting circumstances that prevented a successful market on that day, and corrections submitted to address the problems.  Participants discussed entities registering units below actual capacity; nameplating of individual units versus nameplating of wind farms; whether under-registration was intentional or a result of early registration efforts that were never updated; the appropriate percentage at which to fail validation, and the need to verify registrations before enforcing validation.
Participants noted that there were a number of questions to be examined, including the number of resource hours in the occurrences; the information needed to be considered in preparation for the nodal market; and that a validation percentage of 150% would be a suitable starting point for returning a unit’s resource plan for review.

ERCOT’s Proposal for Modifications to Annual CRR Auction

Beth Garza presented ERCOT’s proposed modifications to the Annual Congestion Revenue Rights (CRR) Auction, noting that the annual auction as currently defined in the nodal Protocols is too large to be solved in a reasonable amount of time.  Ms. Garza reported that ERCOT’s proposed modifications had been presented to the Transition Plan Task Force (TPTF), and that TPTF was interested in the perspective of WMS before an NPRR was developed.  Ms. Garza highlighted that currently 72 periods are expected to be optimized simultaneously, that the CRR Team is not aware of a software solution that can optimize the required periods simultaneously within the 80 hour timeframe, that a change needs to be made to the construct to the ERCOT annual auction to make it workable, and that the selected approach must also apply to the allocation process.  
Reviewing the three options presented, participants discussed computing power, multithreading, and how small the problem could be divided and still be brought back together; whether a weekend product was valuable to the market, or should be removed from the initial offering and added later; guarantees of auction performance by the vendor; and thresholds that guarantee performance for starting the nodal market.  Participants concluded that the CRR Team recommended approach does not significantly limit a participant from doing anything, and is closer to the way energy actually trades in ERCOT.
David McCalla moved to endorse ERCOT’s recommendation to restructure the Annual CRR Auction from a single optimization to six independent optimizations.  Josh Clevenger seconded the motion.  Mr. Belk asked for a show of hands on the motion.  The motion carried with 13 votes in favor, two opposing votes (Independent Power Marketer (IPM) Market Segment); and five abstentions (Independent Generator (3), IPM, and Investor Owned Utility Market Segments).  All Market Segments were represented.  
Report on April 3, 2007 Market Clearing Price for Energy (MCPE) Adjustments 

Mr. Whittle reviewed the April 3, 2007 MCPE adjustments and impacts to PRR650, Balancing Energy Price Adjustment Due to Non-Spinning Reserve Service Energy Deployment, and noted that local events can affect the outcome of prices.  Participants discussed the amount of deployed non-spin almost equaling the amount of Out of Merit (OOME) Energy down in the West Zone; construction in West Texas and constraints between Midland/Odessa and Colorado City; and whether the rational for approving PRR650 was being exceeded by the OOME Energy down activity.
Congestion Management & Transmission Projects Reports

Isabel Flores provided a brief presentation on Congestion Management and Transmission Projects, which included Commercially Significant Constraint (CSC) Congestion Charges, maximum shadow prices, and date estimates for transmission projects.
Other Business/Future WMS Meeting

Mr. Goff reported that COPS has been reviewing the dispute process for zonal and nodal, and that WMS will be sent the next Settlement and Data Aggregation Working Group (SDAWG) meeting announcement.
Ms. Briscoe commented on the delays of extract information delivery which were especially problematic, that the cause is unknown, and expressed concern that system constraints would be magnified in nodal.

Noting that one of the WMS goals is to take up the subject of verifiable costs in the zonal market, Mr. Coon asked that time of initial verifiable costs be given particular consideration as critical for Early Delivery System 3 (EDS3). 
Mr. Belk reminded everyone of the next WMS meeting, scheduled for May 15, 2007 at ERCOT Austin
Adjournment
Mr. Belk adjourned the meeting at 3:00 p.m.
� Key Documents referenced in these minutes can be accessed on the ERCOT website at: � HYPERLINK "http://www.ercot.com/calendar/2007/04/20070417-WMS.html" ��http://www.ercot.com/calendar/2007/04/20070417-WMS.html� 
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