Public DRAFT
Wholesale Market Subcommittee (WMS) Meeting

ERCOT Austin – 7620 Metro Center Drive – Austin, Texas 78744

Tuesday, May 15, 2007 – 9:30am – 4:00pm

Attendance

Members:

	Ashley, Kristy
	Exelon
	

	Belk, Brad
	LCRA
	

	Briscoe, Judy
	BP Energy
	

	Bruce, Mark
	FPL
	

	Chapman, Gary
	Dow Chemical Company
	Alt. Rep. for A. Brand

	Clemenhagen, Barbara
	Topaz
	

	Clevenger, Josh
	Brazos Electric Power Coop.
	

	Emery, Keith
	Tenaska
	

	Greer, Clayton
	J Aron and Company
	

	Gurley, Larry
	TXU
	

	Hendrickson, Ann
	Commerce
	

	Lange, Clif
	South Texas Electric Coop.
	

	McCalla, David
	GEUS
	

	McMurray, Mark
	Direct Energy
	

	Moss, Steven
	First Choice Power
	

	Muñoz, Manuel
	CenterPoint Energy
	

	Ohlhausen, John
	Medina Electric Coop.
	

	Pieniazek, Adrian
	NRG Texas
	

	Rowley, Mike
	Stream Energy
	

	Seymour, Cesar
	SUEZ
	

	Singleton, Gary
	Garland Power & Light
	

	Sweeney, Pat
	Austin Energy
	

	Taylor, Jennifer
	StarTex Power
	

	Werner, Mark
	CPS Energy
	


The following proxies were assigned:

· Barbara Clemenhagen to Adrian Pieniazek 
Guests:

	Barrow, Les
	CPS Energy
	

	Berend, Brian
	Stream
	

	Brandy, Adrianne
	PUCT
	

	Brewster, Chris
	Cities
	

	Claiborn-Pinto, Shawnee
	PUCT
	

	Gaudi, Madan
	FPL
	

	Goff, Eric
	Constellation
	

	Jackson, James
	CPS Energy
	

	Jones, Dan
	Potomac Economics
	

	Jones, Don
	TIEC
	

	Jones, Randy
	Calpine
	

	Kolodziej, Eddie
	Customized Energy Solutions
	

	Miller, Gary
	BTU
	

	Reid, Walter
	Wind Coalition
	

	Schubert, Eric
	BP
	

	Siddiqi, Shams
	Consultant
	

	Stappers, Hugo
	Softsmiths
	

	Wagner, Marguerite
	Reliant
	

	Ward, Jerry
	TXU
	

	Wittmeyer, Bob
	Denton
	


ERCOT Staff:

	Albracht, Brittney

	Anderson, Troy

	Carmen, Travis

	Coon, Patrick

	Dumas, John

	Firestone, Joel

	Flores, Isabel

	Gaytan, Jose

	Gonzalez, Ino

	Johnson, André

	Lasher, Warren

	Maggio, David

	March, Tony

	Sharma, Giriraj

	Wattles, Paul

	Windy, Randy


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.

Approval of the Draft April 17, 2007 WMS Meeting Minutes (see Key Documents) 

Mr. Belk asked for any revisions to the draft meeting minutes.  Larry Gurley moved to approve the meeting minutes as posted.  Mike Rowley 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, that the Nodal Project is currently ranked at “Amber” and is under-running the budget, and that primary goals are software quality, integration, and ERCOT Market Participant readiness.
Reporting on the May 7, 2007 TAC meeting, Mr. Belk noted TAC approval of Protocol Revision Request (PRR) PRR709, Scarcity Pricing Mechanism; PRR710, Validation Tests Update; and PRR711, Update of ERCOT Protocols to Comply with NERC Name Change.  Mr. Belk also reported the TAC remand of PRR701, Enabling of Stranded Capacity During Alerts, to PRS for consideration of the potential inconsistency between resource plans and High Sustainable Limit (HSL); and the remand of PRR712, Local Congestion Replacement Reserve Payment Methodology to WMS for the consideration of profit potential in the settlement of Out of Merit Capacity (OOMC).
Mr. Belk reported the TAC rejection of PRR716, NOIE Self-Provision of Emergency Interruptible Load Service on roll-call vote, and noted that the Board would hear an appeal of the rejection at the following day’s meeting.  Mr. Belk noted that the Emergency Interruptible Load Service (EILS) was undersubscribed, with 253MW offered in, with 0MW offered under self-provision. 
Mr. Belk also reported that TAC is keeping apprised of Market Participant nodal readiness measures; that the Federal Energy Regulatory Commission (FERC) had approved the Texas Regional Entity (TRE) as the Regional Entity (RE) for Texas; that North American Electric Reliability Corporation (NERC) compliance begins in June 2007; and that all registered entities are encouraged to self-report of non-compliance, and submit a mitigation plan.
Working Group/Task Force Updates
QSE Managers Working Group (QMWG)

The QMWG did not meet in May and did not present an update.

Congestion Management Working Group (CMWG)

The CMWG did not meet in May and did not present an update.
Jerry Ward announced plans for selecting congestion zones for 2008, noted that the Hilje project would be in service in June 2007, and that ERCOT Operations has suggested there might be a need for an additional Commercially Significant Constraint (CSC) north to Temple.  Mr. Ward also reported that CMWG will meet on August 3, 2007 to publicly review ERCOT’s CSC recommendations.
Demand Side Working Group (DSWG)

The DSWG did not meet in May and did not present an update.
Renewables and Transmission Task Force (RTTF)

Before providing an update of the work of the RTTF, Mark Bruce noted that the report would address issues associated with a contested case proceeding at the Public Utility Commission of Texas (PUCT), Docket No. 33672, Commission Staff’s Petition for Designation of Competitive Renewable Energy Zones, and that several participants in the RTTF deliberations are interveners in the proceeding; that there are necessarily limitations to the kind of work that a stakeholder group can do, without giving rise to antitrust concerns; that the work of the RTTF is a gathering of technical advice at the request of the PUCT; and that decisions are for the PUCT through its procedures and statutory authority.  
Mr. Bruce also noted that “consensus” was being used to describe the majority position of a particular day’s task force participants, that there are many minority positions, and that there is room for nuance in all positions.  Mr. Bruce proposed that WMS not take action on the item today, and asked that participants review the associated White Paper before the June 2007 WMS meeting.

Mr. Bruce reviewed Senate Bill 20, PUCT Project No. 31852, Rulemaking Relating to Renewable Energy Amendments, the PUCT Competitive Renewable Energy Zone (CREZ) Rule (Section 25.174), the RTTF charge from the WMS, and a definition of Piling On; and noted that some participants believe that nodal may address dispatch priority without further work, that it was generally agreed that none of the options presented promote the most efficient market outcome, save for status quo, and that the PUCT has yet to determine how to define and determine a CREZ.  Mr. Bruce noted that the RTTF had limited its work to the notion that the risk of piling-on may threaten successful iterations of the CREZ process, and reviewed eight criteria for proposed solutions, and generic CREZ definitions.
Larry Gurley and Walter Reid, expressing apologies and citing antitrust concerns surrounding the creation of priority and non-priority among Market Participants, asked that the record reflect their removal from the room, and from the discussion.  Andy Gallo expressed appreciation that Mr. Gurley and Mr. Reid were acting under the advisement of their own counsel, as should all Market Participants, that he was comfortable with the current discussion, and that he would continue to closely monitor the discussion.
Participants discussed priority/non-priority designation of a resource being related to a facility’s shift factor impact to a CREZ-related transmission facility, and that resource’s participation/non-participation in the CREZ process as a bright-line test for piling-on; nodal having mechanisms for addressing piling-on that differ from zonal mechanisms; and potential societal problems of both piling-on and non-piling-on.
Mr. Bruce reviewed financial and physical approaches to “dispatch priority” currently under consideration, as well as approaches dismissed by the task force, and again noted that ultimately the issue was a public policy decision to be made by the PUCT.  Participants discussed the issue of balancing effective prevention of piling-on with resultant market distortion; that a simple late-comer tax on certain lines might be more efficient than reducing generation; that technical issues still attend the physical options presented; that unintended consequences could result, such as incentives to cite generation even more remotely; and difficulties associated with determining commercial operating dates and sunset guidelines.
Participants also discussed the proper disposition of the RTTF’s work product, the appropriate way to communicate the information to the PUCT, that WMS would necessarily vote on the technically feasible “universe of options” before presenting to the Independent Market Monitor for the requested 30-day review period, and that the White Paper might be presented to TAC as a series of recommendations.  Mr. Bruce encouraged comments to the White Paper; Mr. Belk commended the RTTF for the enormous amount of work already completed, asked that another update be made at the June 2007 WMS meeting, and that a vote be taken at that time.
Long Term Solution Task Force (LTSTF)

Bob Wittmeyer reviewed the PUCT directed charge requiring the identification of long-term alternatives to EILS, and the solutions currently under consideration by the LTSTF.  Mr. Wittmeyer noted that the examination of priorities set by Transmission/Distribution Service Providers (TDSPs) when shedding firm Load was purely a reliability function, not a market function, and asked that WMS request ROS to take up that particular consideration.
Direct Current (DC) Tie Reservation and Scheduling with Mexico (see Key Documents)

Shams Siddiqi presented, for the information of WMS, that a new Sharyland DC Tie between ERCOT and Comision Federal de Electricidad de Mexico (CFE) would be energized at the end of August 2008.  Mr. Saddiqi also reviewed DC Tie reservation and scheduling processes, and noted the development of a PRR for DC Tie Scheduling Clarifications.  Participants noted an arrangement between ERCOT and CFE for emergency transactions for reliability, and that Mexican capacity is not used in ERCOT resource calculations. Participants discussed Purchasing-Selling-Entity (PSE) registration for tagging, as opposed to NERC compliance; that the PRR would apply to all DC Ties; and that the PRR would only involve mechanics and not jurisdiction, and would not be brought before WMS.  
2008 Project Prioritization
Troy Anderson presented the 2008 Project Prioritization process, noting that it is modeled after the 2007 process, the most successful to date, and suggested a special meeting or conference call, should there be any objections to not adding anything to the 2006 System Operations (SO) Project Prioritization List (PPL).  Mr. Anderson noted that more debt was taken on in 2007 to accomplish nodal efforts that had zonal benefits, that 2008 budgets were reduced to return to a normalized debt ratio, and that no SO projects were anticipated for 2008, save for emergencies.  Participants discussed the nodal parking lot, nodal baselines and subsequent releases, and the need to review the PPL to see if any outstanding issues needed to be rolled forward to nodal.
McCamey Area Transmission Limit – Process Report

Jose Gaytan presented the current procedure flow for developing Transmission Limits, noted that Power versus Reactive (PQ) curves are used as supplied by windfarms, that real-time output has demonstrated that windfarms do not operate within the supplied curves, and that data is extrapolated to determine Reactive consumption on some units.
Participants discussed whether windfarms were notified of underperformance on PQ curves, how PQ curves are used by ERCOT, efforts to improve output in the McCamey area, and the ability to adjust Reactive output.  Participants also discussed whether fast and slow movers are allocated on the same basis; the Protocol language that allows the calculation of two limits, with the difference of the two limits being allocated to the rapid responders; that the two limits have not changed since Day 1, while McCamey area export capacity has, and that the allowable allocation may no longer be applicable.
Participants discussed boxed/unboxed language in Protocol Section 7.8.7, Trading or Other Uses of TGRs, whether Tradable Generation Rights (TGRs) might be traded in the McCamey Area, that 701MW had never been exceeded collectively, and that TGR limits were necessary due to Protocol requirements.  Participants also discussed the abandonment of the current system as inefficient and unfair, in favor of a Simultaneous Feasibility Test (SFT).  John Dumas noted that SFT will move wind generation down, but that Market Participants need to uncheck the no-bid flag on the wind generators in the resource plan.
Participants also discussed whether TGR allocation information flows all the way to settlements, and whether Protocols are being followed as they relate to Out of Merit (OOM) Down.  Due to time constraints, Mr. Belk curtailed further discussion, noted that the presentation was made in response to Market Participant questions, and noted that the topic would be looked into further and would return to a future WMS agenda.
Proposed Changed to Ancillary Service Methodology
Mr. Dumas presented the proposed changes to the Ancillary Service Methodology regarding Regulation Service, and reviewed the current methodology and historical Regulation procurement rates.  Participants discussed that the October reports set expectations for costs, that changes to methodologies would have an effect on supply costs, and issues associated with the use of backcasting as opposed to forecasting.  Mr. Dumas added that the calculation would only be made on the 20th of each month, would be more efficient than block procurement, and that according to the backcast, it is anticipated that the amount of Regulation procured would decrease on average.
Josh Clevenger moved that WMS endorse the proposed methodology as presented by ERCOT staff.  Mark Werner seconded the motion.  The motion carried on voice vote with three abstentions (Investor Owned Utility (2), and Municipal segment).  All Market Segments were represented.  

Non-Spin Units in Replacement Prior to Code Implementation

Mr. Dumas presented a brief history of the issue and provided summary of response options.  Mr. Belk noted that in the opinion of ROS, Option 1, which places code back in service and updates the procedures to manually deploy Non-Spin for local congestion, would not be a viable option, and was off the table due to necessary system changes recently realized.  Participants discussed if a unit is flagged for non-spin, it cannot be used for congestion management; the implications of PRR650, Balancing Energy Price Adjustment Due to Non-Spinning Reserve Service Energy Deployment, wherein adjustments are made, but resource plans are not updated; how much Non-Spin is typically serviced from on-line units; and the necessity of Market Participants using the flag correctly so that data may be collected.
Mr. Belk asked to straw-poll members for preference of Option 3 over Option 2.  Nine members indicated a preference for Option 3 over Option 2, with Option 1 off the table.  Mr. Dumas concluded that a Market Notice would be sent indicating the implementation of Option 3 to place code back in service and Out of Merit Capacity (OOMC) the units in Real-Time for local congestion as necessary.  
ERCOT Wind Ancillary Services (AS) Study

Warren Lasher presented an update to the Wind Impact/Integration Analysis, noted that the AS study would include both full-year and targeted times, and reported that GE will be delivering a detailed report on October 31, 2007.  Participants discussed looking at the change in cost slope as more wind comes on to the system; exponential impacts of more wind coming on line; looking at off-peak Load growth versus peak Load growth; to what extent the study is based on current rules versus future rules, with the transition through nodal; and capturing whether the fleet provided the required AS.
PRR712 – Local Congestion Replacement Reserve Payment Methodology

Mr. Belk announced that the item was dropped from the agenda at the request of the submitter.
Nodal Verifiable Costs Process – Update

Ino Gonzalez presented a brief update on the nodal Verifiable Costs process, highlighting the three-part supply offer, offer caps, when the caps are used, and next steps.  Participants expressed the complexity of submitting verifiable costs for something that happens in the future, as costs may change, and noted that issues need to be further considered. 
Uninstructed Resource Charge (URC) for Renewable Resources
Mr. Gonzalez presented a review of the history and objective of PRR426, URC for Uncontrollable Resources, noting the problematic manual process; costs to process Renewable Production Potentials (RPPs) of approximately $4000 per month, not including opportunity costs; and that fact zonal is being settled by contractors due to work load.  Mr. Gonzalez added that ERCOT wishes to utilize resources most effectively; would like to continue to receiving RPPs, but not process RPPs; and before submitting a PRR, wishes to hear from WMS whether resources may be pulled off of processing RPPs in favor of nodal work.
Participants discussed implementation of the two segments of PRR426, persistence scheduling in real-time, the negligible value to the market of processing RPPs, the lack of budget for auditing RPPs for accuracy, and the possibility of excusing all wind plants from URC.  Participants requested that Mr. Gonzalez bring a PRR to WMS for a vote.

Other Business/Future WMS Meeting

Gary Singleton requested that ERCOT staff make a Real Time Constrain Activity Monitor (RTCAM) presentation at the June 2007 WMS meeting.  Mr. Belk requested that related questions be sent to QSE Working Group in advance of the June WMS meeting.
Mr. Belk reminded everyone of the next WMS meeting, scheduled for June 20, 2007 at ERCOT Austin
Adjournment

Mr. Belk adjourned the meeting at 3:50 p.m.
� Key Documents referenced in these minutes can be accessed on the ERCOT website at: � HYPERLINK "http://www.ercot.com/calendar/2007/05/20070515-WMS.html" ��http://www.ercot.com/calendar/2007/05/20070515-WMS.html� 
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