Public DRAFT

Wholesale Market Subcommittee (WMS) Meeting

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

Wednesday, August 22, 2007 – 9:30 a.m. – 4:00 p.m.
Attendance

Members:

	Aldridge, Ryan
	AEP Corporation
	Alt. Rep. for R. Ross

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

	Belk, Brad
	LCRA
	

	Blevins, Phillip
	South Texas Electric Coop.
	Alt. Rep. for C. Lange

	Brand, Amy
	Dow Chemical
	

	Briscoe, Judy
	BP Energy
	

	Bruce, Mark
	FPL Energy
	

	Clemenhagen, Barbara
	Topaz
	

	Emery, Keith
	Tenaska
	

	Greer, Clayton
	J Aron and Company
	Via Teleconference

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

	Hendrickson, Ann
	Commerce
	

	Johnson, Eddie
	Brazos Electric Power Coop.
	Alt. Rep. for J. Clevenger

	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
	

	Smith, Mark
	Chaparral Steel
	

	Sweeney, Pat
	Austin Energy
	

	Taylor, Jennifer
	StarTex Power
	

	Werner, Mark
	CPS Energy
	


The following proxies were assigned:

· Clayton Greer to Kristy Ashley
Guests:

	Bailey, Robert
	NRG Energy
	

	Brelinsky, MaryAnne
	Eagle Energy
	

	Brown, Jeff
	Coral Power
	

	Goff, Eric
	Constellation
	

	Jones, Randy
	Calpine
	

	Kolodziej, Eddie
	Customized Energy Solutions
	

	Lane, Terry
	LS Power
	

	Logan, Doug
	PCI
	

	Miller, Gary
	BTU
	

	Moss, Steven
	First Choice Power
	

	Reid, Walter
	Wind Coalition
	

	Shumate, Walt
	Shumate and Associates
	

	Schubert, Eric
	BP
	

	Soutter, Mark
	Invenergy
	

	Stappers, Hugo
	Softsmiths
	

	Trayers, Barry
	Sempra Energy
	

	Wagner, Marguerite
	Reliant
	

	Ward, Jerry
	Luminant
	

	Whittle, Brandon
	DB Energy
	

	Wilkins, Pat
	Covington Consulting
	

	Wittmeyer, Bob
	Denton
	


ERCOT Staff:

	Albracht, Brittney

	Carmen, Travis

	Coon, Patrick

	Dumas, John

	Lasher, Warren

	Meyerott, Scott

	Mickey, Joel

	Patterson, Mark

	Wattles, Paul

	Wind, 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 July 18, 2007 WMS Meeting Minutes (see Key Documents) 

Mr. Belk asked for any revisions to the draft July 2007 WMS meeting minutes.  Mark Werner moved to approve the meeting minutes as posted.  Judy Briscoe seconded the motion.  The motion carried unanimously.  All Market Segments were represented.
ERCOT Board of Directors  and TAC Meeting Update 

Mr. Belk reported that both the ERCOT Board of Directors (Board) and the Texas Regional Entity (TRE) Board met on August 21, 2007; that there were no items on the consent agenda; and that Sam Jones’ bonus exit items were approved in Executive Session, as was as a review of independent Board member pay, and a bonus program for nodal retention.  

Mr. Belk noted reports from Kent Saathoff regarding hurricane preparation; Bob Kahn regarding his confidence in the Nodal Program go-live date and budget; Mark Bruce regarding August 2007 TAC actions; and Larry Grimm regarding recent TRE activities.  Participants discussed the Board decision to maintain the current reporting structure of the Credit Working Group, and impacts of the structure on stakeholder involvement.
WMS Ratification of Hillje-WA Parish Closely Related Elements (CRE)
Larry Gurley moved to ratify Mr. Belk’s opinion to TAC that WMS would support the Hillje-WA Parish CRE.  Mark McMurray seconded the motion.  The motion carried unanimously.  All Market Segments were represented.  

Working Group/Task Force Updates (see Key Documents)
Qualified Scheduling Entity (QSE) Managers Working Group (QMWG)
Gary Miller reviewed the recent activities of the QMWG, announced the selection of a new vice chair, and reported on discussions of Protocol Revision Request (PRR) 730, Balancing Energy Price Adjustment for Deployment of Replacement Reserve Service, noting that the group tried to address only mechanics and not merit of the PRR.  
Mr. Miller noted concerns that QSEs are being down-balanced because real-time prices are low, and are hurt when prices are administratively set to something higher than their cost; and that price signals are not available in scarcity conditions.
Participants discussed that there were several groups working simultaneously to address the issue, including the Independent Market Monitor, and that all options should be addressed together, in a concerted, organized effort to provide ERCOT the tools it needs for reliability, as well as sending accurate price signals to the market. 

Participants also discussed hesitancy to do anything that might interfere with bidding behavior, ERCOT’s level of conservatism immediately before alerts, the possibility of obsolete modeling, and that energy brought on for reliability purposes overlaps with market functions. 

Participants opined that greater transparency might resolve some of the issue.  John Dumas noted that the Load forecast is public, metrics are supplied each month, Replacement Reserve Service (RPRS) reports are posted, and historic MCPC is provided.  Participants requested that a complete picture of online generation be posted, and that ERCOT review all of the options presented for system implications.  
Participants determined that the QMWG should work with ERCOT to flesh out the options, meet as often as necessary to resolve the issues as quickly as possible, and that special meetings should invite broad participation from the market.  Mr. Belk asked that Mr. Miller specifically address price-setting concerns surrounding Option 3 in his presentation. 
Mr. Gurley moved to waive notice of vote so that WMS might endorse the selection of David Detelich as vice chair of QMWG.  Ms. Briscoe seconded the motion.  The motion carried unanimously.  All Market Segments were represented.  
Mr. Gurley moved that WMS endorse the selection of David Detelich as vice chair of QMWG.  Ms. Briscoe seconded the motion.  The motion carried unanimously.  All Market Segments were represented.  
Congestion Management Working Group (CMWG)
Jerry Ward presented the 2008 Commercially Significant Constraint (CSC) Recommendations, noting that Protocols require that ERCOT put forth a proposal and provide analysis, and reviewed the differences between the ERCOT and Alternate proposal.  Mr. Ward added that the ERCOT proposal indicates that transmission dollars have been well-spent.
Speaking in favor of the Alternate Proposal, Randy Jones opined that it would be a step backwards to remove a CSC, and that by extending the CSC for one year, a market solution would be possible in the event of congestion, however remote the possibility.  

Participants discussed that ERCOT was indifferent to which proposal is approved, but that there is more incremental daily work involved in the Alternate Proposal; that the selection of CSCs forms the basis of the Nodal Market; that the ERCOT proposal was the most mathematically correct solution, but that the Hillje improvements did not have sufficient history, especially given the mild weather year-to-date, to justify removing the opportunity for a market solution, should forced outages cause congestion.  
Adrian Pieniazek made the following statement for the record:  
NRG Texas will be abstaining from the vote for the 2008 congestion management zones.  While there are numerous safeguards in the Protocols and PUC rules, concern has been raised recently concerning the amount of generation a company has in one congestion zone   NRG is concerned that moving the South Texas Nuclear Plant into the Houston zone could result in misunderstandings about the impact of this change, and could invite calls for measures that would be unnecessary and ultimately harmful to the market.  NRG is uniquely at risk in this regard.  NRG's proposal to expand the STP generation station with two new units could be placed in jeopardy in these circumstances, negatively impacting the long term resource needs of ERCOT.  NRG realizes that the implementation of the Texas nodal market, currently on schedule for December of 2008, will make the 2008 and any subsequent congestion management zones moot - but the timing of Texas nodal implementation is not certain.  Lastly, NRG believes there is value in maintaining the South to Houston CSC to allow for market solutions if indeed constraints do emerge in transferring power from the South zone to the Houston zone.
Mr. Gurley moved that WMS endorse the ERCOT 2008 CSC Proposal.  Kristy Ashley seconded the motion.  The motion failed with eight affirming votes, 12 opposing votes and three abstentions.  All Market Segments were represented.  
Ryan Aldridge moved that WMS endorse the Alternate 2008 CSC Proposal.  Mr. Bruce seconded the motion.  The motion carried with four opposing votes from the Municipal, Investor Owned Utility (IOU), and Independent Power Marketer (IPM) (2) segments and five abstentions from the Municipal, IOU (2), Independent Generator (IG), and IPM segments.  All Market Segment were represented.  (Please see voting ballot in Key Documents.)     
Demand Side Working Group (DSWG)

MaryAnn Brelinsky reviewed the recent activities of the DSWG and presented a proposal for Split Deployment of LaaR during Emergency Electric Curtailment Program (EECP).  Participants discussed adding a hotline call in addition to the XML message for deployment, in order mitigate the potential for violations, and ensure that ERCOT receives timely response.
Mark Smith moved that WMS support the language proposed by DSWG, with the addition of a hotline call.  Amy Brand seconded the motion.  The motion carried with five abstentions in the IG, IOU, and IPM (3) segments.
Long-Term Solution Task Force (LTSTF)

Bob Wittmeyer presented an update of the recent activities of the LTSTF.  Participants discussed ex post and ex anti pricing for signals; that the LTSTF does not anticipate offering a single solution, or demanding cancellation of the EILS; and that increasing reserves by 200MW cuts the probability of EILS by 50%.
Renewables and Transmission Task Force (RTTF)

Mr. Bruce reported that in response to Market Participant antitrust concerns, the Public Utility Commission of Texas (PUCT) has opened Project No. 34577, Proceeding to Establish Policy Relating Excess development in a Competitive Renewable Energy Zone, and would be hosting a workshop on September 17, 2007 on the rulemaking related to dispatch priority system for Competitive Renewable Energy Zones (CREZ).  Mr. Bruce opined that in light of the PUCT’s actions, the RTTF was no longer needed, and requested that it be dissolved.  Hearing no objections, Mr. Belk declared the RTTF dissolved.   
Settlement Metering Operating Guide Revision Request (SMOGRR) 006, Process for Settlement Operating Guide Revisions (see Key Documents)
Nieves López presented SMOGRR006 for WMS consideration.
Mr. Gurley moved that WMS recommend to TAC approval of SMOGRR006.  Mr. Bruce seconded the motion.  The motion carried unanimously.  All Market Segments were represented.

PRR731, Fuel Oil Index Price (FOIP) (see Key Documents)
Mr. Gurley presented PRR731 for WMS consideration, noting that the same information was presented at the last WMS meeting, but due to timing, would be considered at the next day’s PRS meeting.  Participants discussed the rational for index use, and the possibility of selectors attesting to the appropriateness of the selected index.
Mr. Bruce moved that WMS support the concept behind PRR731.  David McCalla seconded the motion.  The motion carried unanimously.  All Market Segments were represented.

Discussion of Operating Conditions on July 7, 2007 (see Key Documents)
Mr. Dumas reviewed operating conditions for July 7, 2007, noting that action is taken at the alert stage, not at the advisory stage; that alerts are pulled when conditions do not risk a return to alert status; and that ROS is forming a task force to conduct High Sustained Limit (HSL) testing differently in an effort to obtain correct generation numbers.  
Participants expressed concern that if bid stacks are not depleted, price signals are not received; that the 7% reserve margin is problematic; that a temperature curve will be helpful, but that ERCOT needs to be able to count on unit-specific capability; and that conservative commitment may serve best in avoiding EECP.  
Discussion of Non-Spinning Reserve Service (NSRS), RPRS and Out of Merit Energy (OOME) Deployments since May 2007 (see Key Documents)
Patrick Coon presented data for RPRS and OOME uplift costs since May 2007, as well as the frequency of PRR650 MCPE Adjustments for NSRS since May 2007.  Participants discussed that with corrected pricing, uplift is greatly mitigated; that ERCOT actions are depressive to prices during scarcity, though reliability is served; and requested that ERCOT present a comparison of Dollar/MWH differences between Out of Merit Capacity (OOMC), Local RPRS and Zonal RPRS.
Nodal Market Network Model Management System (NMMS) Business Process Briefing (see Key Documents)
Raj Chudgar reported training is scheduled in September 2007 for Common Information Model (CIM) and invited interested parties to send an e-mail to Trip Doggett or Stacy Bridges, and that a users conference is scheduled for October 2007, and will be held at ERCOT, though not an ERCOT-sponsored event.  
Mr. Chudgar noted that CIMs are very complicated messages that require extensive mapping, and that Market Participants should start development very soon to be ready for nodal go-live.  Mr. Chudgar also reported that data is in Extensible Markup Language (XML), while Power System Simulator for Engineers (PSSE) is in CSB.
Other Business/Future WMS Meeting
Mr. Belk reminded everyone of the next WMS meeting, scheduled for September 19, 2007 at ERCOT Austin.
Adjournment

Mr. Belk adjourned the meeting at 2:40 p.m.
� Key Documents referenced in these minutes may be accessed on the ERCOT website at: � HYPERLINK "http://www.ercot.com/calendar/2007/08/20070822-WMS.html" ��http://www.ercot.com/calendar/2007/08/20070822-WMS.html� 
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