Public DRAFT
Wholesale Market Subcommittee (WMS) Meeting

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

Wednesday, November 14, 2007 – 9:30 a.m. – 4:00 p.m.
Attendance

Members:

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

	Belk, Brad
	LCRA
	Via Teleconference

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

	Brand, Amy
	Dow Chemical
	

	Bruce, Mark
	FPL Energy
	

	Clemenhagen, Barbara
	Topaz
	

	Clevenger, Josh
	Brazos Electric Power Coop.
	

	Greer, Clayton
	J Aron and Company
	

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

	Hendrickson, Ann
	Commerce
	

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

	Jones, Brad
	Luminant
	Alt. Rep. for L. Gurley

	McCalla, David
	GEUS
	

	McMurray, Mark
	Direct Energy
	

	Moss, Steven
	First Choice Power
	

	Muñoz, Manuel
	CenterPoint Energy
	

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

	Pieniazek, Adrian
	NRG Texas
	

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

	Seymour, Cesar
	SUEZ
	

	Smith, Mark
	Chaparral Steel
	

	Taylor, Jennifer
	StarTex Power
	


Guests:

	Brandt, Adrianne
	PUCT
	

	Brown, Jeff
	Coral Power
	

	Caufield, Mike
	ALCOA
	

	Fournier, Margarita
	Competitive Assets
	

	Harris, Brenda
	Chevron
	

	Isser, Steve
	Good Company Associates
	

	Leech, Bob
	Citigroup
	

	Logan, Doug
	PCI
	

	Orr, John
	Constellation
	

	Rainey, John
	Consumers
	

	Rexrode, Caryn
	Customized Energy Solutions
	

	Ryall, Jean
	Constellation
	

	Shumate, Walt
	Shumate and Associates
	

	Stappers, Hugo
	Softsmith
	

	Torrent, Gary
	Lehman Bros.
	

	Wagner, Marguerite
	Reliant
	

	Whittle, Brandon
	DB Energy
	

	Wittmeyer, Bob
	Denton
	


ERCOT Staff:

	Albracht, Brittney

	Crews, Curtis

	Coon, Patrick

	Dumas, John

	Flores, Isabel

	Gonzalez, Ino

	Wattles, Paul


Brad Belk called the meeting to order at 9:35 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 October 17, 2007 WMS Meeting Minutes (see Key Documents) 

Mr. Belk asked for any revisions to the draft October 2007 WMS meeting minutes.  Clayton Greer moved to approve the meeting minutes as posted.  Steven Moss 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 noted Bob Kahn’s report that the December 1, 2008 nodal go-live is still possible, but that additional budget would be required; that Jerry Sullivan reported that nodal status remains at “amber” due to key risks and schedule, and that Locational Marginal Prices (LMPs) are now being published.  Mr. Belk reported discussion of Early Delivery System (EDS) releases and cycle compression; that the preparedness scorecard is performing successfully; and that some vendor contract issues are related to Baseline 1 and 2 revisions.  
Mr. Belk reported that Kent Saathoff, in his operations update to the Board, attributed the doubling of the average price of energy to a lack of a Modified Competitive Solution Method (MCSM) and the effects of Protocol Revision Request (PRR) 650, Balancing Energy Price Adjustment Due to Non-Spinning Reserve Service Energy Deployment.  Market Participants discussed that a written analysis should be requested of ERCOT, including an expanded list of factors that might be affecting balancing energy prices; and that fuel prices should be considered, as should above-average temperatures for September 2007 and November 2007.

Mr. Belk reported that the February 2008 Board Retreat will address TAC and the stakeholder committee structure, and that TAC Leadership has been asked to use the opportunity to discuss any way that Board actions might be confounding the stakeholder process.  Mr. Belk also reported that the ERCOT Annual meeting would be held at the Hilton Austin Airport on December 11, 2007, with the December Board meeting afterwards at ERCOT Austin.  

Working Group/Task Force Updates (see Key Documents)
QSE Managers Working Group (QMWG) 
QMWG did not meet.
Congestion Management Working Group (CMWG)
CMWG did not meet.

Demand Side Working Group (DSWG)

DSWG did not meet.
BEERTF 
Mr. Belk noted that the work of the BEERTF would be the principal work of the day, and that should WMS not complete its review before adjourning, the work would be resumed at a Special WMS meeting scheduled for Monday, November 26, 2007 at ERCOT Austin
Bob Wittmeyer suggested that WMS work from Mr. Belk’s edits to the paper, and noted that questions would be reordered after specific language was determined, and that question 10 was not a direct question from the Board.  
Market Participants discussed that the question asks if the problem that gave rise to the Reserve Discount Factor (RDF) could be solved, rather than addressing the RDF itself; that the paper is confounded by repeating positions multiple times in sections were the answers do not belong; that WMS is not the body to determine the need for the RDF; and that ERCOT is developing a PRR for a temperature dependent RDF, and will have a Cost Benefit Analysis (CBA) associated with it.

Mr. Greer moved to remove “What would be the cost to do so?” from question 10.  Barbara Clemenhagen seconded the motion.  The motion carried with three objections from the Investor Owned Utility (IOU) and Consumer (2) segments, and two abstentions from the IOU and Municipal segments.  All Market Segments were represented.  
Mr. Wittmeyer presented question 2 for WMS consideration, along with the proposed answer and Mr. Belk’s edits.  Mark Smith moved that the answer to Question #2 remain as originally posted, before Mr. Belk’s edits.  The motion died for lack of a second.  
Brad Jones moved to accept Mr. Belk’s amendments to the answer to question 2 as follows:
(2) Whether the proposed increase of RRS (or combination of RRS and NSRS) by 500 MWs is consistent with (a) Section 6.4.1(2) of the Protocols and (b) the Long Term Solution provision of the EILS Rule (PUCT Subst. R. 25.507(h))
a. 
 WMS supports the IMM and ERCOT staff position that all planned online capacity is not deliverable. WMS believes there is enough empirical evidence to support the “increase”.  

b. 
On November 1, 2007, the PUC voted to delete the Long Term Solution provision from the Commission’s EILS Rule.  Consequently, the merit of the proposed RRS increase is no longer in part a function of whether the increase constitutes a long term substitute for EILS Service.)
Adrian Pieniazek seconded the motion.  The motion carried with one objection from the Consumer segment, and two abstentions from the IOU and Municipal segments.  All Market Segments were represented.  
Mr. Wittmeyer asked if there would be any objection to retaining the last section of the proposed answer to question 4(b), and noted that edits submitted by Mr. Belk were the only ones received, and that the paper was still open to revision.  
Mr. Pieniazek moved to accept the answer to question 4(b) as edited by Mr. Belk and WMS:
(4(b))
 How would 500MW of EILS differ from adding 500 MW of LaaR? 

LaaR could assist in resolving the price formation issue, but LaaR participation in the RRS market is currently limited pending the results of additional studies.  EILS is not qualified to provide RRS and would not be effective for resolving price formation.


Leaving aside the current protocol requirements is there an operational benefit to having a demand response program without the requirement of Under Frequency Relays, for the incremental amount of Reserves? 

Yes, the ability to remove load from the system would help in maintaining or restoring generation reserves and thus would improve reliability under certain situations.  This is basically the concept behind EILs. However, a demand response program that does not have load automatically interrupted by a relay immediately in disturbance events will not be effective in arresting frequency decay and cannot be considered eligible for Responsive Reserve. Responsive Reserve adds capacity to the market without adding energy and thus does not cause the price formation problem.  Any tool that adds energy to the market such as Non-Spin, OOM or EILS will cause the price formation problem upon deployment. 

Ms. Clemenhagen seconded the motion.  Market Participants discussed that capacity does not affect the market, but that energy injected by ERCOT does affect the market; and that “price formation” is the problem of ERCOT injecting energy before the market has been exhausted.  The motion carried unanimously.  All Market Segments were represented.  
Mr. Wittmeyer opined that the answer to question 6 might change after the UPLAN study, and advised that its consideration should be passed over for the time.  
Mr. Wittmeyer presented question 1 for WMS consideration.  Market Participants discussed how the answer to question 1 might be made more concise, perhaps referring to answers to other questions, but expressed concern that multiple cross references may prove frustrating and ultimately less concise, and that some form of an Executive Summary would be useful.  
Market Participants also discussed that as the RDF becomes more finely tuned, that the additional Responsive Reserve Service (RRS) may also be tuned; that when non-spinning reserves are deployed, there is less need for additional RRS; and that additional RRS brings capacity to the market and does not distort prices, whereas injected energy, including non-spinning, distorts prices.  

Market Participants also discussed that a new proposal may need to be submitted for TAC consideration to address refinements to the RDF; that the hours recommended for the procurement of additional RRS are included in the whitepaper; that the Board did not ask about the RDF, but that its existence should be acknowledged; and that the RDF is a response to the lack of accuracy in the High Sustainable Limit (HSL).
Kenan Ögelman moved that the whitepaper reflect that WMS recognizes a correlation between the need for additional RRS and the amount of RDF.  Mr. Smith seconded the motion.  Market Participants discussed whether the motion was a stand-alone motion that could be used for guidance; that the WMS is not making a recommendation on the RDF, but is instead recognizing that the RDF exists, and efforts to mitigate its effects; that ERCOT is working toward a temperature dependent RDF; and expressed hope that TAC would alter its recommendation of an additional 500MW of RRS in recognition of a new way of calculating the RDF.  Mr. Ögelman clarified that the motion was for use in the document, as the item was not noticed for vote outside of the document.  The motion carried with one objection from the Independent Retail Electric Provider (IREP) segment.  All Market Segments were represented.  
Mr. Smith opined that many assumptions are not supported by data, and that the UPLAN study might alter some assumptions.  Mr. Belk requested that Mr. Wittmeyer create an Executive Summary, segregate additional information that is helpful but not requested, and restructure the paper in preparation for WMS review at the Special WMS meeting scheduled for November 26, 2007 at ERCOT Austin.
PRR746, Revisions to EILS Provisions to Conform to Amended P.U.C. Subst. R. 25.507 
Mr. Belk noted that PRR746 cannot be delayed, as it is to conform Protocols to a PUCT order, and that the Protocol Revision Subcommittee (PRS) is seeking WMS guidance as to whether Subst. R. 25.507 is correctly implemented with PRR746.  
Paul Wattles reviewed changes to the rule, time period equations and ERCOT responses.  Asked how ERCOT would grant contracts, Mr. Wattles noted he could not be specific, but that ERCOT is allowed flexibility as to how contracts are awarded, and that ERCOT recognizes that the cap is not a mandate to spend money.  Market Participants questioned how ERCOT might determine the reasonableness of a bid, and whether Market Participants could ask about the process for bid consideration; and discussed that, in this unique situation, ERCOT would decide the value of an Ancillary Service (AS).
Market Participants noted that, without a defined process, ERCOT decisions would always appear arbitrary; that clarity around a process to determine reasonability would be beneficial; that the process to review and release information regarding Black Start contracts might be similar and informative; and that the framework for determining reasonableness can be transparent, but the criteria cannot.  
Mr. Bruce moved that WMS endorse comments to PRR746 as developed at WMS for submission to PRS, including a typographical correction on Page 3, a correction to the Market Benefit section, the qualitative information correction on Page 5, the comment that Section 1 confidentiality issues need to be addressed, and that a procedure is to be developed for determining reasonableness of bids.
Eric Schubert seconded the motion.  Mr. Hendrick expressed hope that the process would explore the issues of liquidity and market power.  The motion carried with one abstention in the Cooperative segment, and four abstentions in the Independent Power Marketer (IPM) and IREP (3) segments.  All Market Segments were represented.  

Nodal Market – Follow-up Discussion of Settlement Points (see Key Documents)
Curtis Crews reported that 90% of nodal settlement points can go to the high side of the step-up, reviewed the definition of a Resource Node, and presented issues and caveats to the inclusion of non-resource settlement points.  Mr. Belk expressed concern that multiple correct answers may exist, with different ramifications, and asked if any instance existed wherein ERCOT did not feel a reasonable guess could be made.  Mr. Crews responded that he had not run into anything that did not look reasonable; Mr. Ragsdale noted that he would investigate further whether the LMP calculator responds correctly to the switching arrangement.
Follow-up Report on Congestion Events (September 24 – November 2) (see Key Documents)
Isabel Flores reviewed recent congestion in the Northeast at Martin Lake to Tri-Corner/Martin Lake to Elkton, and noted that the presentation slide incorrectly indicated two lines out, but that the model had run correctly with only one line out.  Ms. Flores reported that there were also approximately 50 forced outages at around the same time; that demand for the period was higher than forecasted by about 9000MW; that Transmission Congestion Rights (TCRs) were oversold, and that directly assigned congestion accounted for $7.2 million, and $7.7 million to Balancing Energy Neutrality Adjustment (BENA.)
Market Participants discussed the cost of the project compared to the cost of congestion; that Protocols direct that TCRs account for outages of more than five days, but that in some instances, if impact is projected to be significant, the outage is modeled, sometimes using the planning model rather than the resource model; and that engineering considerations weighing into the modeling process are poorly understood by the market.  Market Participants opined that zonal modeling is complex, which results in incorrect modeling, and that nodal might correct much of the modeling problem.  
Ms. Flores also noted a current outage at Gibbons Creek – Twin Oak due to new substation installation. 
Closely Related Elements (CRE) Revision: Tradinghouse to Lake Creek 
Isabel Flores reported that one of the lines of the Tradinghouse to Lake Creek double circuit was mistakenly omitted from the 2008 CRE list.

Mr. Greer moved to affirm the addition of the previously omitted Tradinghouse to Lake Creek line to the 2008 CRE list.  Mr. Bruce seconded the motion.  The motion carried unanimously.  All Market Segments were represented.
Ms. Flores asked for continued permission to come to WMS as lines are added or cut-in, for informational purposes; Mr. Belk supported her request.

Other Business 

Ino Gonzalez provided a brief presentation regarding on-going work on the Verifiable Cost Process, noting unresolved issues and reporting that the item would return to WMS at a later date.  Mr. Gonzalez noted that a meeting would be held on November 28, 2007 to ensure the document is in compliance with Nodal Protocols, and requested that Market Participants send comments by December 7, 2007. 

Market Participants discussed that many costs are uplifted in zonal; that there exist no profit opportunities in a Verifiable Cost process, and so all costs need to be accounted for; and that some items may have to be resolved through a Nodal Protocol Revision Request (NPRR).  Market Participants also discussed whether a process had been determined for altering the manual after it is approved.  
WMS 2007 Goals
Mr. Belk announced that he would distribute a list of 2007 WMS accomplishments for review.
Special WMS Meeting – November 26, 2007.

Mr. Belk reminded Market Participants that a special WMS meeting would be held on Monday, November 26, 2007 at ERCOT Austin to address remaining BEERTF items.

Adjournment

Mr. Belk adjourned the meeting at 3:11 p.m.
� Key Documents referenced in these minutes may be accessed on the ERCOT website at: � HYPERLINK "http://www.ercot.com/calendar/2007/11/20071114-WMS.html" ��http://www.ercot.com/calendar/2007/11/20071114-WMS.html� 
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