Public DRAFT

Wholesale Market Subcommittee (WMS) Meeting

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

Wednesday, June 20, 2007 – 9:30am – 4:00pm

Attendance

Members:

	Ashley, Kristy
	Exelon
	Alt. Rep. for M. Cunningham

	Belk, Brad
	LCRA
	

	Briscoe, Judy
	BP Energy
	

	Bruce, Mark
	FPL Energy
	

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

	Clemenhagen, Barbara
	Topaz
	

	Clevenger, Josh
	Brazos Electric Power Coop.
	

	Greer, Clayton
	J Aron and Company
	

	Gurley, Larry
	TXU
	Alt. Rep. for R. Stephenson (pm)

	Jackson, Tom
	Austin Energy
	Alt. Rep. for P. Sweeney

	Jones, Elizabeth
	TXU Regulatory
	Alt. Rep. for R. Stephenson (am)

	Lange, Clif
	South Texas Electric Coop.
	Via Teleconference

	Moss, Steven
	First Choice Power
	

	Muñoz, Manuel
	CenterPoint Energy
	

	Ögelman, Kenan
	CPS Energy
	Alt. Rep. for M. Werner

	Pieniazek, Adrian
	NRG Texas
	

	Rowley, Mike
	Stream Energy
	

	Seymour, Cesar
	SUEZ
	

	Taylor, Jennifer
	StarTex Power
	

	Worley, Eli
	Tenaska
	Alt. Rep. for K. Emery


The following proxies were assigned:

· David McCalla to Dan Bailey (Via Teleconference)
Guests:

	Bargas, Steven
	Tenaska
	

	Berend, Brian
	Stream
	

	Brandt, Adrianne
	PUCT
	

	Brelinsky, MaryAnne
	Eagle
	

	Brewster, Chris
	City of Eastland
	

	Brown, Jeff
	Coral Power
	

	Burkhalter, Ryan
	SunGard Energy Systems
	Via Teleconference

	Goff, Eric
	Constellation
	

	Hendrick, Eric
	Stream
	

	Jones, Don
	TIEC
	

	Jones, Randy
	Calpine
	

	Kolodziej, Eddie
	Customized Energy Solutions
	

	Miller, Gary
	BTU
	

	Oliver, Norm
	Stream Energy
	

	Reid, Walter
	Wind Coalition
	

	Schubert, Eric
	BP
	

	Shumate, Walt
	Shumate and Associates
	

	Smith, Mark W.
	
	Via Teleconference

	Soutter, Mark
	Invenergy
	

	Wagner, Marguerite
	Reliant
	

	Whittle, Brandon
	DB Energy
	

	Wilkins, Pat
	DME
	

	Wittmeyer, Bob
	Denton
	


ERCOT Staff:

	Albracht, Brittney

	Carmen, Travis

	Coon, Patrick

	Dumas, John

	Firestone, Joel

	Flores, Isabel

	Frosch, Colleen

	Gallo, Andy

	Gonzalez, Ino

	González-Pérez, Carlos

	Hinson, James

	Lasher, Warren

	Lowe, Cagle

	Wattles, Paul


Brad Belk called the meeting to order at 9:35 a.m., noting that non-voting items would be addressed first, as the body was three attendees short of quorum due to area flooding.  Quorum was reached at 9:45 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 May 15, 2007 WMS Meeting Minutes (see Key Documents) 

Mr. Belk asked for any revisions to the draft meeting minutes.  Marguerite Wagner recommended one clarifying sentence regarding Uninstructed Resource Charge (URC).  Adrian Pieniazek moved to approve the meeting minutes as amended.  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 announced that the ERCOT Board of Directors (Board) meetings had returned to the regular Tuesday schedule; that the nomination of Bob Kahn as ERCOT Chief Executive Officer (CEO) was ratified at the June 19, 2007 Board meeting; that Mr. Kahn would assume responsibilities on July 9, 2007; and that Sam Jones will stay on in an advisory role through September 2007.  Mr. Belk reported Board approval of Protocol Revision Request (PRR) 709, Scarcity Pricing Mechanism; PRR710, Validation Tests Update; and PRR711, Update of ERCOT Protocols to Comply with NERC Name Change; PRR723, Conform 5.6.6.1 EECP (formally titled “Emergency Interruptible Load Service Formula Correction”); as well as the consent agenda.  

Mr. Belk reported that: (i) Mr. S. Jones informed the Board of two Emergency Electric Curtailment Program (EECP) events in June, (ii) Jerry Sullivan apprised the Board of Nodal Baselines alignments, vendor timelines, and related scope and budget changes; (iii) ERCOT’s credit rating improved to AA3, (iv) the Human Resources and Governance Committee of the Board is closely monitoring nodal staffing retention rates, (v) recent legislation will have minimal impact to ERCOT, and (vi) a subcommittee of Directors will seek a permanent Chief Compliance Officer (CCO) for the Texas Regional Entity (TRE.)
Mr. Belk also reported on the lengthy discussion surrounding TXU’s presentation to the Board regarding ERCOT’s rejection of the use of a fuel oil index price in calculating the verifiable costs associated with OOME, OOMC and RPRS.  The Board denied TXU’s request, but will for allow compensation for verifiable costs as prescribed in the current Protocols.  The Board noted that the denial of the request would have no reflection on the Board’s consideration of a PRR addressing this same issue in the future.  Elizabeth Jones added that TXU may submit a PRR and any change in methodology would be prospective only. 

Working Group/Task Force Updates (see Key Documents)
QSE Managers Working Group (QMWG)

Gary Miller reviewed the recent activities of the QMWG, highlighting Real Time Constraint Activity Monitor (RTCAM) issues.  Mr. Miller clarified the meaning of “oscillation” in deployments; John Dumas added that telemetry contributed to oscillation, as well as incremental/decremental premiums that do not honor Resource-specific ramp rates.  Mr. Dumas concluded that as congestion clears, instructions will change and Mr. Miller was correct in his assessment that there was nothing left to be done and no changes would be requested.
Mr. Miller also noted that Ron Wheeler had resigned the vice-chairmanship of QMWG and a replacement vice-chair would be elected at the July QMWG meeting.

Congestion Management Working Group (CMWG)

The CMWG did not meet in June and did not present an update.  Mr. Belk noted that: (i) Isabel Flores had distributed the methodology for calculating Commercially Significant Constraints (CSCs), (ii) ERCOT staff is developing recommendations and (iii) the CMWG will meet on August 3, 2007.
Demand Side Working Group (DSWG)

MaryAnn Brelinsky reviewed the recent activities of the DSWG, highlighting the completion of “Load for Dummies in the Nodal Market.”  Paul Wattles noted that the Event Pricing graph had been improved by removing Advisory information and adding more relevant data; Ms. Brelinsky noted that the DSWG appreciated ERCOT staff’s work in that regard.  Ms. Brelinsky reported that a top concern is to help Market Participants understand how to set up systems in order to monitor prices in real-time.  Regarding Priority Pricing and Long Term Balancing Up Load (BUL), Kristy Ashley expressed concern that the program centers around increasing Load response to wholesale prices to promote economic efficiency, reduce price spikes and constrain the market power of generators, noting that, in an energy only market, entities rely on proper price signals to encourage new investments.

Long Term Solution Task Force (LTSTF)

Bob Wittmeyer presented an update of the recent activities of the LTSTF, noting that the delivery timeline was revised to address the February 2008 contract period; this will require that a proposal be delivered to the November 2007 TAC.  Mr. Belk reiterated that the Emergency Interruptible Load Service (EILS) did not receive the required subscription amount and the LTSTF was formed to propose an alternate solution to EILS, rather than correct the current program.  
Participants discussed: (i) the method by which the LTSTF action item list was established, (ii) that it encompassed single-sided concerns and what might be done to expand the list; (iii) that broader involvement to solution design  was essential and (iv) the LTSTF might propose iterations of EILS along with a menu of other long-term solutions.
Participants also discussed how the EILS cap might be allocated -- whether in one contract period or prorated over the three annual contract periods; both prime and non-prime contracting was occurring during any contract period; and unclear allocation language may lead to a set of reverse incentives.  Mr. Wattles noted that, while the rule grants flexibility on program spending, ERCOT staff is hesitant to discuss how the funds will be awarded so as not to influence bidding behavior.  Mr. Belk added that program design flaws clouded what was to be procured, as well as what was to be spent; that procurement should operate to levels, not to prices; and that ERCOT staff was in a difficult position.
Renewables and Transmission Task Force (RTTF)

Mark Bruce briefed participants on recent RTTF activities and reminded participants that a 25-page summary of the RTTF’s work had been made available for a 30-day review. He also noted that comments to the summary were coming in.  Ms. E. Jones expressed appreciation for the May 15th RTTF report and reiterated TXU’s previous antitrust concerns, citing the generalized nature of the Public Utility Commission of Texas (PUCT) directive, uncertainty as to the disposition of the RTTF’s charge, and asked that WMS consider tabling any further discussion on the topic without a formal charge from the PUCT.  
Mr. Belk noted Ms. E. Jones’ anti-trust concerns.  Andy Gallo clarified that the PUCT cannot “act” other than through an order or a rule. He stated, though, that stakeholders have made it clear that the RTTF’s efforts were not intended to lead ERCOT-ISO implementing any solutions and, instead, would simply lead to recommendations to the PUCT for implementation by the PUCT.  Participants discussed that stakeholders were given a vague, ambiguous charge in a PUCT Open Meeting, and that the PUCT has been reluctant to resume the discussion further.

Ms. E. Jones made the following motion: 

WMS requests that TAC seek formal direction from the PUCT regarding the request to develop the “universe of options” for a dispatch priority mechanism, prior to undertaking any further action in developing it.  This request is made because of Market Participant concerns that the informality of the request, as it was expressed in various Open Meetings, may leave Market Participants vulnerable to antitrust allegations.

Gary Chapman seconded the motion.  During discussion, Mr. Bruce stated he would vote against the motion, as he believed stakeholders already have a clear request from the PUCT Commissioners to develop technically feasible dispatch priority options for the PUCT to consider in a future proceeding following the current Competitive Renewable Energy Zone (CREZ) proceeding.  Mr. Bruce argued the offer curve adder, non-priority resource offer floor, and other dispatch priority mechanisms developed by the RTTF were not substantively different from the development of resource-specific offer floors for the Nodal Protocols through the Texas Nodal Team (TNT) process.  However, Mr. Bruce acknowledged the gravity of the antitrust concerns raised by certain stakeholders and noted that, should the motion pass, he would support the request for further direction from the Commission.  
The motion carried on roll-call vote with three abstentions from the Investor Owned Utility (2) and Independent Power Marketer (1) Market Segments.  (Roll-call ballot is posted with Key Documents).  All Market Segments were present for the vote.
Revision of Morgan Creek-Twin Buttes Closely Related Elements (CRE) (see Key Documents)

Ms. Flores presented a proposed revision to the Morgan Creek-Twin Buttes CRE and that the revision would be effective upon TAC approval, or seven days after the revision was submitted to TAC.  Participants asked Ms. Flores to review directions and amounts, and to send a Market Notice upon activation.  Ms. E. Jones moved to endorse the revision as proposed.  Cesar Seymour seconded the motion.  The motion carried unanimously on voice vote.  All Market Segments were represented.  
2008 System Operations (SO) Project Prioritization List (PPL) (see Key Documents)
Cagle Lowe presented the SO PPL for 2008.  Mr. Muñoz noted that ROS had expressed concern that delaying implementation of the Automatic Voltage Regulator (AVR) validation project may present a reliability problem.  Mr. Lowe reported that discussions were being held with ERCOT Staff to determine what was originally proposed for the project and to develop possible mitigation steps.  Clayton Greer moved to endorse the 2008 SO PPL as presented.  Kenan Ögelman seconded the motion.  The motion carried on voice vote, with one abstention from the Investor Owned Utility segment.  All Market Segments were represented.  
Out Of Merit Energy (OOME) Deployments During System Alerts (see Key Documents)
Mr. Belk noted that ROS requested WMS review of the topic to determine whether there should be pricing mechanisms need to be established.  John Dumas reviewed OOME deployments during System Alerts in April and May 2007, presenting a list of actions to be undertaken when Adjusted Responsive (AR) is equal or less than 2500MW, as well as additional actions recently added.  
Participants discussed that a good portion of Balancing Energy Service (BES) was being deployed as OOME through ERCOT Verbal Dispatch Instructions (VDIs), creating a price-taker situation and artificially depressing prices, and thus distorting market signals.  WMS participants proposed that the LTSTF might discuss a potential remedy in administrative pricing tied to Operating Reserves.  

Mr. Dumas also reviewed prices related to the EECP event of June 18, 2007, noting that BES ran out for quite a few intervals and Non-Spin Reserve Services was not deployed as none was purchased for that day, due to forecasts.  

Colleen Frosch noted that some intervals were coded as red because some Qualified Scheduling Entities (QSEs) inaccurately reported spinning reserves.  Participants questioned whether QSEs could be identified for repeatedly reporting inaccurate capability and whether ERCOT might procure Non-Spinning Reserve Service in volatile weather months.  
Participants also discussed timing issues associated with updating resource plans; complications added by congestion; misaligned incentives; and the need to reflect value in real-time energy prices.  Participants requested that system-wide total capacity be posted online and suggested that entities might be more inclined to self-commit if they could monitor the increase in Load. 
McCamey Area Operations (see Key Documents)
May 31, 2007 Conference Call

Mr. Belk provided a summary of the May 31, 2007 conference call regarding McCamey Area operations; noted that the gap in understanding between Market Participants and ERCOT Operations regarding area operations, congestion, and Protocols had been significantly closed; and reported that the call resulted in an action list to address specific concerns, including development of a PRR.

Draft PRR to Protocol Section 7.8.7, Trading or Other Uses of TGRs
Ms. Flores presented a draft PRR, noting that Tradable Generation Rights (TGR) language would be boxed, as it was never implemented due to system costs.  Participants discussed why OOM was issued electronically for other Resources, but not for wind and expressed reservations regarding the use of VDIs for wind.  Participants agreed that issues beyond this draft Protocol should be addressed in separate PRRs and in the Operating Guides.
Mr. Bruce moved to endorse the draft PRR as presented.  Mr. Seymour seconded the motion.  The motion carried unanimously on voice vote with no abstentions.  All Market Segments were represented.

PRR728, Renewable Production Potential (RPP) Use for Uninstructed Resource Charge (URC) (see Key Documents)
Ino Gonzalez reviewed the history and objective of PRR426, URC for Uncontrollable Resources, noting again the problematic manual process; emphasized the monthly costs to process Renewable Production Potentials (RPPs); and noted that contractors are performing the work associated with settlement calculations relating to zonal charges due to the work load of ERCOT staff.  Mr. Gonzalez noted that ERCOT wishes to utilize resources most effectively, would like to continue to receive RPPs, but not process RPPs, and to that end proposes PRR728.  
Participants discussed whether RPPs have any continuing value if they are not analyzed; whether ERCOT was tracking OOME Down relative to RPP, that PRR728 would ultimately change OOME Down payments, and whether “irrevocable commitment” forces OOME Down to be calculated against the RPP.  Participants expressed the need for clarification of “irrevocable,” questioned why “energy ratio share” was never implemented but not boxed, and discussed designing language to give audit rights to ERCOT as an exception rather than the rule.  

Mr. Bruce moved that WMS request PRS table PRR728 for one month to allow an ad hoc task force time to work through issues discussed.  Mr. Pieniazek seconded the motion.  The motion carried unanimously on voice vote.  All Market Segments were represented.  

PRR712, Local Congestion Replacement Reserve Payment Methodology – TAC Remand (see Key Documents)
Mr. Belk reviewed the history of PRR712, noted that it addressed complicated settlement formulas, and that the area of contention is whether Out of Merit Capacity (OOMC) providers should be allowed to keep profits from the energy market, if Replacement Reserve Service (RPRS) recipients are allowed to keep profits.  Mr. Belk reported that TAC requested WMS input on the issue.

Participants discussed that the issue does not exist in the nodal market, and efforts should be directed to nodal market readiness, rather than fine-tuning the zonal market.
Mr. Rowley moved that WMS request the withdrawal of PRR712.  Mr. Seymour seconded the motion.  The motion carried on voice vote with one abstention in the Municipally Owned Utility (MOU) Market Segment.  All Market Segments were represented.  
Nodal Transition Outage Management Guideline Plan (see Key Documents)
Woody Rickerson presented the Nodal Transition Outage Management Guideline Plan, noting that one outage justification requirement was being added for the plan period of 44 days, starting at midnight on November 21, 2008 and ending at midnight on January 4, 2009, and that ROS had added one sentence to the plan stipulating that should the nodal go-live date be delayed, no pre-approved outages would be postponed as a result of such a delay.
Mr. Pieniazek moved to approve the plan as presented.  Ms. Ashley seconded the motion.  The motion carried unanimously on voice vote.  All Market Segments were represented.

Other Business/Future WMS Meeting
Mr. Belk reminded everyone of the next WMS meeting, scheduled for July 18, 2007 at ERCOT Austin

Adjournment

Mr. Belk adjourned the meeting at 3:33 p.m.

� Key Documents referenced in these minutes can be accessed on the ERCOT website at: � HYPERLINK "http://www.ercot.com/calendar/2007/06/20070620-WMS.html" ��http://www.ercot.com/calendar/2007/06/20070620-WMS.html� 
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