Public DRAFT
Wholesale Market Subcommittee (WMS) Meeting

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

Wednesday, July 18, 2007 – 9:30 a.m. – 4:00 p.m.
Attendance

Members:

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

	Belk, Brad
	LCRA
	

	Bruce, Mark
	FPL Energy
	

	Chapman, Gary
	Dow Chemical Company
	Alt. Rep. for A. Brand (Via Teleconference)

	Clemenhagen, Barbara
	Topaz
	

	Clevenger, Josh
	Brazos Electric Power Coop.
	

	Emery, Keith
	Tenaska
	

	Farhangi, Anoush
	Wal-Mart Stores, Inc.
	

	Greer, Clayton
	J Aron and Company
	

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

	Hendrickson, Ann
	Commerce
	

	Lange, Clif
	South Texas Electric Coop.
	Via Teleconference

	McCalla, David
	GEUS
	

	Moss, Steven
	First Choice Power
	

	Muñoz, Manuel
	CenterPoint Energy
	

	Pieniazek, Adrian
	NRG Texas
	

	Rowley, Mike
	Stream Energy
	

	Seymour, Cesar
	SUEZ
	

	Singleton, Gary
	Garland Power & Light
	

	Taylor, Jennifer
	StarTex Power
	

	Werner, Mark
	CPS Energy
	


The following proxies were assigned:

· Judy Briscoe to Kristy Ashley
Guests:

	Bailey, Robert
	NRG Energy
	

	Brandt, Adrianne
	PUCT
	

	Brewster, Chris
	City of Eastland
	

	Brown, Jeff
	Coral Power
	

	Goff, Eric
	Constellation
	

	Greffe, Richard
	PUCT
	

	Jones, Dan
	IMM
	

	Jones, Randy
	Calpine
	

	Kolodziej, Eddie
	Customized Energy Solutions
	

	McDonald, Mike
	Edison Mission
	

	Miller, Gary
	BTU
	

	Ögelman, Kenan
	CPS Energy
	

	Reid, Walter
	Wind Coalition
	

	Ryall, Jean
	Constellation
	

	Shumate, Walt
	Shumate and Associates
	

	Stappers, Hugo
	Softsmiths
	

	Wagner, Marguerite
	Reliant
	

	Whittle, Brandon
	DB Energy
	

	Wittmeyer, Bob
	Denton
	

	Zuhn, Dudley
	NRG Energy
	


ERCOT Staff:

	Albracht, Brittney

	Carmen, Travis

	Coon, Patrick

	DiPastena, Philip

	Dumas, John

	Flores, Isabel

	Gonzalez, Ino

	Lasher, Warren

	Patterson, Mark

	Seely, Chad


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 June 20, 2007 WMS Meeting Minutes (see Key Documents) 

Mr. Belk asked for any revisions to the draft June 2007 WMS meeting minutes.  Adrian Pieniazek moved to approve the meeting minutes as posted.  Mark Bruce seconded the motion.  The motion carried unanimously.  All Market Segments were represented.
ERCOT Board of Directors Meeting Update 

Mr. Belk reported that both the ERCOT Board of Directors (Board) and the Texas Regional Entity (TRE) Board met on July 17, 2007; that Sam Jones will be staying on at ERCOT in an advisory role through September 2007; and that Bob Kahn stated his number one priority is reliability, with the nodal program a close second.  Mr. Belk also reported Board approval of Protocol Revision Request (PRR) 714, Qualification and Periodic Testing of Loads acting as Resources (LaaRs); and PRR729, Conforming Section 16 to New Section 22 Standard Form MP Agreements; as well as the consent agenda.

Mr. Belk conveyed Board concern over the nodal program’s approximate $12 million one-month burn rate, and their questions to Jerry Sullivan regarding the timeline for the next IBM project audit, contingency money that is already earmarked, and Baseline 2 overrunning the $263 million budget.  Mr. Belk also noted Dan Woodfin’s transmission project update, Mike Grable’s Competitive Renewable
Energy Zone (CREZ) update, and HR and Governance Committee discussion regarding the TRE and delegation authority.  
Mr. Belk reported that Mark Dreyfus carefully presented the Nodal Protocol Revision Request (NPRR) Baseline process, and that Mr. Dreyfus conveyed Consumer Segment concerns about the compressed timeline of the process.  Mr. Belk also reported that Mr. Dreyfus reported on the 2008 Budget and Project Priority List process.

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

The QMWG did not meet.
Congestion Management Working Group (CMWG)

The CMWG did not meet.
Demand Side Working Group (DSWG)

The DSWG did not meet.
Long-Term Solution Task Force (LTSTF)

Bob Wittmeyer presented an update of the recent activities of the LTSTF, highlighting a work-in-progress proposal from the Demand Side Working Group (DSWG) regarding Loads paid on an annual basis to interrupt in either Day-Ahead or Real-Time Market, and initial suggested price levels of interruption, and the related issues.  Mr. Wittmeyer noted that the LTSTF continues to analyze prices during Emergency Electric Curtailment Program (EECP) alerts and event.  

Participants discussed that Out of Merit Ordering (OOMing) units seems to have better correlation between EECP events and pricing, but is not a perfect solution; and conversely, that OOMing during alert periods actually suppresses prices, and that moving into the season where the 7% discount factor is more relevant may be the reason for greater correlation.
Mr. Wittmeyer noted that administratively setting prices, Direct Load Control, as well as OOMing during alerts and events, would be agenda items for the next LTSTF, adding that the Independent Market Monitor had expressed concern regarding administratively setting prices under any circumstance.  

Mr. Belk asked that all solutions generated by the LTSTF be brought forward for WMS consideration.  Mr. Wittmeyer added that a single solution is not likely, but rather a table of refined options and caveats would be available for review at the August 2007 WMS meeting.
Renewables and Transmission Task Force (RTTF)

The RTTF did not meet.
PRR728, Proposal to Allow ERCOT Discretion When Processing Renewable Production Values – Task Force Report (see Key Documents)
Mark Bruce reviewed the history and objective of PRR728, and summarized the task force’s comments to the PRR, noting that no resolution had been reached as to whether or not ERCOT should have audit rights to resource plans.  Mr. Bruce also noted that PRR728 would be on the next day’s PRS agenda, and clarified that the PRR contained no modification addressing resource plans, but would eliminate Renewable Production Potential (RPP) and Uncontrollable Resource Charge (URC) for wind-only QSEs.  
Participants expressed their appreciation that ERCOT staff continues to seek ways to control costs and improve efficiencies, but that PRR728 attends to only a particular class of Market Participants, and removes all requirements other than “best effort.”  Participants argued that ERCOT mitigates the effect of unpredictable resources through the calculation of Balancing Energy at 15-minute intervals; that URC could be improved if wind resources only scheduled to small percentages, but then the full advantage of wind would not be taken; that the RPP process is a failed direction; and that with the understanding of which parts of PRR426, URC for Uncontrollable Resources, will and will not be implemented, an incentive is created to generate paperwork, absent PRR728.
Mr. Gurley moved that WMS endorse the PRR728 task force comments, eliminating URC for QSEs representing only Uncontrollable Resources, and eliminating RPP.  Mark Werner seconded the motion.  The motion carried with four abstentions from the Independent Generator (2), the Independent Power Marketer, and the Municipal Segments.  All Market Segments were represented. 

Real-Time Pricing During Scarcity Conditions

Mr. Belk reminded participants that ROS had approved the process of Out of Merit Capacity (OOMC) and Out of Merit Energy (OOME) at the beginning of EECP alerts, that the 7% discount factor contributes to many instances of EECP activation, that efforts continue to develop operational tools for ERCOT to employ for reliability, without also affecting price signals; and noted that ERCOT Operations has mechanical issues with a solution of the type of PRR650, Balancing Energy Price Adjustment Due to Non-Spinning Reserve Service Energy Deployment.

John Dumas reported that proposals had been made to the LTSTF to use a 4% discount factor from November to March, when units could perform closer to High Sustainable Limits (HSLs); or to dynamically adjust the discount factor according to temperatures for each temperature zone.  Mr. Dumas also reported on concepts to gather improved data via unannounced testing, and to use Market Participant-submitted ambient temperature curves to adjust HSLs.  Mr. Dumas added that there were still many issues to work through, such as settlement, and that details would be resolved through the PRR process.
Participants discussed the possibility that Market Participants that have the opportunity to react to Statewide Renewable Energy Credit (REC) Requests (SRRs) might be ignoring the requests due to frequency; that long-term effects of low prices would mean decreased investment in the ERCOT market; and questioned whether the Public Utility Commission of Texas’ (PUCT) Wholesale Market Oversight division was investigating recurrent low prices.  Dan Jones opined that price suppression is the largest market issue at the moment, and that while ERCOT Operations must maintain reliability, current tools are potentially damaging to the market.
Participants questioned the use of OOMC when prices are low, whether bidstacks were being ignored, and why Non-Spinning Reserve Service (NSRS) was being deployed for long periods of time at the beginning of scarcity conditions.  Mr. Belk requested that Mr. Dumas review conditions for July 7, 2007 and report findings at the August 2007 WMS meeting.  Mr. D. Jones added that he would summarize his concerns and proposals in an e-mail to the WMS.
Update on Hillje Project
Mr. Belk reported that the Hillje 345kV substation and the new STP–Hillje circuit are complete and energized; that the STP–Holman circuit has been looped into Hillje substation; and that CenterPoint Energy is working to complete the final leg of the project, the new Hillje–W.A.Parish double circuit, on or before July 31, 2007.
PRR731 – Fuel Oil Index Price (FOIP) (see Key Documents)
Larry Gurley reviewed background information for PRR731, offered reasons for the use of an index, and presented language specific to Protocol Sections 6.8.1.11, Local Congestion Replacement Reserve Payment to QSE; 6.8.2.2, Capacity and Minimum Energy Payments; and 6.8.2.3, Energy Payments.  Mr. Gurley noted that the intent of PRR731 was to align the Zonal with Nodal Protocols, and requested that any inconsistencies be brought to his attention.  Ino Gonzales added that ERCOT supports PRR731, as it would assist in determining verifiable costs, and that he had asked Mr. Gurley to present the PRR to WMS for consideration and possible endorsement.  

Participants asked for additional time to review the proposal in their shops; Mr. Gurley offered to speak to the proposal again at a later time.  Mr. Belk directed that PRR731 be taken up for WMS consideration at the August 2007 meeting.
WMS Nodal Assignment: Procedure for Equitable Deployment of Load Resources (see Key Documents)
Mark Patterson presented an ERCOT proposed procedure for developing two deployment stacks as required by Section 6.5.9.4.1 in the EECP Steps, and reviewed reasons for the proposed method.  Mr. Patterson noted that should the procedure be approved in concept by TAC, the proposal would then go to whitepaper and design document phases, with the participation of DSWG.  Mr. Patterson also noted that ERCOT believes that the proposal is the best system from a reliability standpoint, and will request the rejection of comments to NPRR076, Synchronization of Emergency Electric Curtailment Plan (EECP) Event Realignment.  
Participants discussed how QSEs would be notified of their hourly stack assignment, and urged that a procedure be adopted that included both XML messaging and notification calls; whether high probability of deployment might create disincentives for participation in the program; and what constitutes “high” Locational Marginal Pricing (LMP).
Mr. Belk opined that Loads Acting as a Resource (LaaRs) need to be comfortable with the proposal, and asked that DSWG review and comment on the proposal before WMS endorsement.
Congestion Management Report (see Key Documents)
Isabel Flores presented the Commercially Significant Constraint (CSC) Utilization report for the first and second quarters of 2007, noting that the report contained settlement-quality data through June 2007.  Participants briefly discussed the Hillje project, and Mr. Belk reminded participants that the WMS had requested these reports on a bi-monthly basis.  
Other Business/Future WMS Meeting
Mr. Belk announced that the Operating Guides Revision Task Force (OGRTF) continues to work on the Nodal Operating Guides, which will soon enter the ROS review process.  Mr. Belk noted that the task force meetings have not been well attended, that a small group of volunteers are working diligently on issues important to the wholesale market, and requested that everyone give attention to drafts as they become available.

Mr. Belk reminded everyone of the next WMS meeting, scheduled for August 22, 2007 at ERCOT Austin.
Adjournment

Mr. Belk adjourned the meeting at 12:00 p.m.
� Key Documents referenced in these minutes can be accessed on the ERCOT website at: � HYPERLINK "http://www.ercot.com/calendar/2007/07/20070718-WMS.html" ��http://www.ercot.com/calendar/2007/07/20070718-WMS.html� 
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