Public DRAFT
Wholesale Market Subcommittee (WMS) Meeting

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

Wednesday, September 19, 2007 – 9:30 a.m. – 4:00 p.m.
Attendance

Members:

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

	Belk, Brad
	LCRA
	

	Brand, Amy
	Dow Chemical
	

	Bruce, Mark
	FPL Energy
	

	Clemenhagen, Barbara
	Topaz
	

	Durham, Matt
	Commerce
	Alt. Rep. for A. Hendrickson

	Emery, Keith
	Tenaska
	

	Farhangi, Anoush
	Wal-Mart Stores
	Vie Teleconference

	Gillean, Rick
	GEUS
	Alt. Rep. for D. McCalla

	Greer, Clayton
	J Aron and Company
	Via Teleconference

	Gurley, Larry
	Luminant Energy
	

	Hendrick, Eric
	Stream Energy
	Alt. Rep. for M. Rowley

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

	McMurray, Mark
	Direct Energy
	

	Muñoz, Manuel
	CenterPoint Energy
	

	Pieniazek, Adrian
	NRG Texas
	

	Schubert, Eric
	BP Energy
	Alt. Rep. for J. Briscoe

	Seymour, Cesar
	SUEZ
	

	Shellenbarger, Donald
	South Texas Electric Coop.
	Alt. Rep. for Clif Lange

	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:

· Mark Bruce to Adrian Pieniazek (afternoon only)
Guests:

	Arnold, George
	True North
	

	Brandt, Adrianne
	PUCT
	

	Brewster, Chris
	Eastland
	

	Brown, Jeff
	Coral Power
	

	Claiborn-Pinto, Shawnee
	PUCT
	

	Farrell, Katherine
	OPC
	

	Goff, Eric
	Constellation
	

	Herbert, Jason
	PCI
	

	Isser, Steve
	Good Company Associates
	

	Jones, Don
	TIEC
	

	Marsh, Tony
	QSE Services, Inc.
	

	Miller, Gary
	BTU
	

	Ögelman, Kenan
	CPS Energy
	

	Orr, John
	Constellation
	

	Rexrode, Caryn
	Customized Energy Solutions
	

	Shumate, Walt
	Shumate and Associates
	

	Spilman, Matt
	Strategic Energy
	

	Stappers, Hugo
	Softsmiths
	

	Thomas, Wayne
	BTU
	

	Wagner, Marguerite
	Reliant
	

	Whittle, Brandon
	DB Energy
	

	Wittmeyer, Bob
	Denton
	


ERCOT Staff:

	Albracht, Brittney

	Barnes, Bill

	Coon, Patrick

	Dumas, John

	Flores, Isabel

	Madden, Terry

	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 August 22, 2007 WMS Meeting Minutes (see Key Documents) 

Mr. Belk asked for any revisions to the draft August 2007 WMS meeting minutes.  Barbara Clemenhagen moved to approve the meeting minutes as posted.  Mark Werner seconded the motion.  The motion carried unanimously.  All Market Segments were represented.
ERCOT Board of Directors (Board)  and Technical Advisory Committee (TAC) Meeting Update 

Mr. Belk reported that Sam Jones, on the occasion of his retirement, received letters of appreciation from Senator David Sibley and Senator Steve Wolens; that Bob Kahn reported that internal staffing for nodal is now a focus, and that the 2008 budget is flat; and that Mark Dreyfus asked that Protocol Revision Request (PRR) 717, EILS Disputes and Resettlements, be packaged with EILS actions, instead of as a new PRR.  
Mr. Belk also reported that Mr. Dreyfus formalized the request that WMS give succinct guidance to TAC on the various proposals coming out of the Long Term Solution Task Force (LTSTF); that the Nodal Program status is “amber”; that IBM gave a presentation on their audit of the program; and that TAC held a thorough discussion of and eventually supported ERCOT’s proposal for the 2008 Commercially Significant Constraints (CSCs), and that the Board upheld ERCOT’s proposal.
Mr. Belk noted that Kent Saathoff reviewed the history of the Emergency Interruptible Load Service (EILS), and noted that the $20 million and 500MW caps were too low and high, respectively, to garner interest and participation; that the Public Utility Commission of Texas (PUCT) proposes eliminating the 500MW floor and increasing the cap to $50 million; and that the PUCT opened a rulemaking on the matter.  Mr. Belk added that a lowered floor was viewed by ERCOT as a start-up point.
Working Group/Task Force Updates (see Key Documents)
QSE Managers Working Group (QMWG) – Administrative Pricing and Level of Reserves 

Gary Miller reported on the recent work of the QMWG, and reviewed issues associated with reliability and scarcity pricing, as well as responding ROS initiatives, and a QMWG proposal.  Mr. Miller opined that ERCOT depresses prices when taking units for reliability purposes, and that prices need to be reflective of what is needed for investment, while at the same time allowing ERCOT reliability options.    

Mr. Belk noted that the work of the QMWG had a lot of commonality to that of the LTSTF, and that one of the groups may be asked to do additional work.  Gary Miller added that some of the solutions proposed by QMWG were already represented in the LTSTF White Paper. 
Clayton Greer moved that WMS direct QMWG to write PRR(s) according to the QMWG proposal to increase amount of RRS procured by 500MW, retain current 2300 & 2500 MW thresholds, and implement ex-ante Administrative Price Adjustments per the flow chart presented by Dan Jones.  Cesar Seymour seconded the motion.  

Participants discussed that Reserves are discounted in real-time, but not at procurement; and that there was no pattern of under- or over-forecasting by ERCOT that impacted alerts.  Mr. Belk asked that Market Participants restrict discussion to the effect of dispatches, and allow ERCOT Operations and the Reliability and Operations Subcommittee (ROS) to deal with effective discounts for Responsive Reserve Service (RRS).  Some Market Participants expressed concern that many questions had not been adequately discussed, and that while the QMWG proposal was a majority position, there were other positions.  
Participants also discussed whether an engineering study would be needed for additional RRS, as well as Loads Acting As Resource (LAARs); what additional information might be available in the forthcoming Wind Ancillary Services (AS) study; and why ERCOT was paying for reserves that are not available and not delivered.  Mr. D. Jones added that the Texas Regional Entity is looking at reserve compliance issues, but that non-compliance is not the basis for the discount factor.     
Participants also discussed that EILS exists to potential avoid rolling blackouts, and that the QWMG proposal is a mechanism to use markets to enforce reliability behavior and step back from EILS, but also represents additional costs to Load; that the QMWG proposal provides a broader shoulder for ERCOT, with additional reserves paid for and committed; and that as the PRR moves through the stakeholder process, there would be more specific information available, and additional opportunities to vote on it.

The motion carried with three objections from the Municipal and Consumer (2) segments, and one abstentions from the Investor Owned Utility (IOU) segment.  All Market Segments were represented.  (Please see voting ballot with Key Documents.)
LTSTF – Long-Term Solution White Paper

Bob Wittmeyer reviewed the history and mission of the LTSTF, and presented an update of recent activities, and proposals contained in the White Paper.  Mr. Wittmeyer then presented a series of potential motions that might be taken up by WMS.

Market Participants expressed concerns regarding administrative pricing; which combination of proposals might provide TAC with the most guidance; and that whether the QMWG PRR resolves EILS or not, that work needs to progress on other associated issues.   
Larry Gurley made the following motion:

WMS accepts the LTSTF White Paper with edits only to the Specific Proposals submitted by the proposers. 

WMS recognizes that the QSE Managers Working Group is in the process of developing a PRR based on the combination of administrative prices and increased reserves similar to those outlined in the White Paper.  WMS believes that the charge given to the QSE Managers Working Group is generally consistent with proposals 1 and 5 in the LTSTF White Paper, and will offer ERCOT the ability to reduce the probability of shedding firm load consistent with the Energy only market by bringing more resources online or curtailing load voluntarily.
 

WMS advises TAC that the combination of improvements and enhancements that have been implemented since April 17, 2006 in combination with the PRRs under development by the QSE Managers Working Group, will constitute a Long-term Solution as contemplated by Substantive Rule 25.507. 
Adrian Pieniazek seconded the motion.  Participants discussed whether the motion was adequately responsive to TAC, and if costs had yet been considered.  The motion carried with four objections from the Municipal, IOU and Consumer (2) segments.  All Market Segments were represented.  (Please see voting ballot with Key Documents.)
Kristy Ashley offered a second motion on the voting item as follows:  

WMS resolves that EILS as defined in Protocols is inconsistent with the energy only market design established by the Commission and supports the ROS resolution that the program does not provide the reliability tool ERCOT purports.  Additional reasons are given below and WMS recommends that the program be discontinued:

1) The cost of the program can potentially far exceed the economic value of lost load.

2) While EILS may reduce the amount and duration of firm load interruption, there is a very low probability that EILS will prevent the loss of firm load completely.

3) The greater issue for reliability in both the short and long term comes down to the lack of price signals for both load and generation and this is being addressed by the QSE PM group.
Gary Singleton seconded the motion.  The motion carried with one objection from the Consumer segment and three abstentions from the IOU, Independent Generator (IG) and Independent Power Marketer (IPM) segments.  All Market Segments were represented.  (Please see voting ballot with Key Documents.)  
Congestion Management Working Group (CMWG)
CMWG did not meet.

Demand Side Working Group (DSWG)
DSWG did not meet. 
2008 CRE List Approval

Isabel Flores presented the 2008 Closely Related Elements (CRE) List for WMS consideration, noting that the 2008 list was similar to the 2007 list, with some new segments added due to new wind. 

Clayton Greer moved to approve the 2008 CRE list as presented.  Kristy Ashley seconded the motion.  The motion carried unanimously.  All Market Segments were represented.  

NODAL Market: Transmission Congestion Rights (TCR) to Congestion Revenue Rights (CRR) Transition Plan (see Key Documents)
Mr. Belk congratulated Beth Garza on the previous day’s teleconference.  Ms. Garza then presented the Texas Nodal Market TCR to CRR Transition Plan, noting that transition issues include what to do with current TCRs, the timing of actions, and impacts of the nodal go-live date.
Ms. Garza presented three proposals, including contingency plans, should the December 1, 2008 go-live target date be missed.  Participants discussed whether the last few months of a 2008 yearly auction would be rendered useless; if an 11-month auction might be followed by a monthly auction; and that a policy should be set first, so that the market could then determine values.  Bill Barnes noted that Plan A, as presented, would allow ERCOT to distribute refunds without requiring heavy calculations or the rerun of options.   

Ms. Garza noted that the annual TCR quantities are based on a summer peak case; that to not do an annual auction would require a Protocol change; and that 2009 zones would be planned for and waiting, should it be needed. 
Clayton Greer moved to support the plan proposed:

· Every month from January to November 2008, ERCOT will, as usual, divide the 2008 annual auction TCR/PCR revenues into monthly revenues in the same proportion as ERCOT’s monthly energy forecast and distribute them to QSEs based on their Load Ratio Share (LRS).
· In December 2008 (when TCRs/PCRs are no longer in effect), ERCOT proposes to refund remaining 2008 TCR/PCR annual auction revenue to TCR/PCR owners based on TCR/PCR purchase allocation percentage.
Ms. Clemenhagen seconded the motion.  Mr. Barnes noted that ERCOT would not be refunding the actual value of the congestion.  The motion carried unanimously.  All Market Segments were represented.  
Trip Doggett added that should the Transition Plan Task Force (TPTF) be able to address the proposal next week, that WMS would be notified of any proposed changes, and that anyone with concerns regarding any changes would be invited to address TAC.
Ms. Garza noted that it was desirable to crystallize a contingency plan, and that the team would like to use the same methodology should nodal go-live be delayed.  Mr. Garza added that, alternatively, ERCOT would not hold a 2009 annual auction, and would instead go to a monthly auction, which would, she reminded participants, require a PRR change.  Ms. Garza added that a similar transition plan is needed for the CSC process.

Mr. Belk opined that any decision that could be delayed should be delayed to allow as much information as possible to come forward; directed Ms. Garza to begin a list of decisions that would need to be made in August 2008; and noted that should nodal not go-live on December 1, 2008, the PUCT may determine an alternate go-live date.  
Congestion Management Report
Isabel Flores presented the CSC Utilization Report for January through August 2007, noting that congestion costs are slightly more than they were in 2006 for the same time period.  Congestion costs were caused by outages in the West zone and voltage issues in the Houston area. 
Other Business/Future WMS Meeting
Mr. Belk reminded everyone of the next WMS meeting, scheduled for October 17, 2007 at ERCOT Austin.
Adjournment

Mr. Belk adjourned the meeting at 2:15 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/2007/09/20070919-WMS.htmll� 
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