DRAFT Minutes
Wholesale Market Subcommittee (WMS) Meeting

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

Wednesday, November 26, 2007 – 9:30 a.m. – 12:30 p.m.
Attendance

Members:

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

	Belk, Brad
	LCRA
	

	Brand, Amy
	Dow Chemical
	

	Bruce, Mark
	FPL Energy
	

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

	Emery, Keith
	Tenaska
	

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

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

	McMurray, Mark
	Direct Energy
	

	Muñoz, Manuel
	CenterPoint Energy
	

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

	Pieniazek, Adrian
	NRG Texas
	

	Smith, Mark
	Chaparral Steel
	


The following proxies were assigned:

· Steven Moss to Brad Jones
Guests:

	Dreyfus, Mark
	Austin Energy
	

	Gresham, Kevin
	Reliant
	

	Isser, Steve
	Good Company Associates
	

	Jones, Dan
	Independent Market Monitor
	

	Jones, Randy
	Calpine
	Via Teleconference

	Rainey, John
	Pioneer
	

	Wittmeyer, Bob
	Denton
	


ERCOT Staff:

	Albracht, Brittney

	Coon, Patrick

	Dumas, John

	Patterson, Mark


Brad Belk called the meeting to order at 9:37 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.  Mr. Belk noted that though the meeting was duly noticed as a meeting of the WMS, should quorum not be achieved, any resultant work product would be put to an e-mail vote of the WMS.
Balancing EILS and Extra Reserves Task Force (BEERTF)
BEERTF White Paper 

Bob Wittmeyer reported the development of an introduction to the White Paper, and that while comments from ERCOT staff and Market Participants were incorporated, additional comments were welcome.  Mr. Belk noted that the BEERTF would send the White Paper to the Technical Advisory Committee (TAC), and that specific questions posed to the WMS would be contained in a separate document.  

Response to TAC and Board of Directors (Board) Questions
Mr. Wittmeyer presented proposed WMS responses to specific questions from the TAC and Board.  Market Participants discussed that ERCOT has refined its Discount Factor (DF) practice, and that the WMS responses tie the Responsive Reserve Service (RRS) to further refinements; that WMS does not discuss the mechanics of the DF, but only the market effects; and that the market must find a way to operate while the DF exists.
Market Participants discussed whether a definition is needed for the concept of “price formation”; that WMS is not to address reliability, but rather market pricing issues; and that WMS relies on the interpretation of ERCOT Legal that proposal tin increase RRS is compliant with Section 6.4.1(2) of the Protocols and the Long Term Solution provision of the Emergency Interruptible Load Service (EILS) Rule, Public Utility Commission of Texas (PUCT) Subst. R. 25.507(h).

Market Participants discussed that alerts are not as much of an issue at night; that ERCOT counts on all reserves whether purchased or not; and that there is only disruption to the market during certain hours, though the DF is applied to all 24 hours.
Market Participants discussed whether both the LCG and Frontier Associates studies should be referenced in the answer; that the UPLAN is driven by marginal costs and does note address bidding behaviors; and that the models are idealized, and as such, can only provide minimum costs.
WMS Recommendation to Refine the Amount of Additional RRS

Mr. B. Jones presented a revised recommendation for consideration:

WMS recommends modifying the original TAC recommendation to the Board, regarding an increase in RRS of 500 MW, by linking the amount of additional RRS to a day-ahead forecast of the Reserve Discount Factor (RDF) in the hours ending 7 through 22, as follows:

· ERCOT will use the higher of the hourly forecast temperature for North Central or the Coastal weather zone to predict the amount of RDF that will be applied in real-time.  

· For each hour when the RDF is projected to be above 2 percent, ERCOT will adjust the Day-Ahead hourly RRS obligation upward by 100 MW per percentage point.

· For example: 

· For an hour when the RDF is projected to be 2% or less, ERCOT will not adjust the Day-Ahead hourly RRS obligation.

· For an hour when the RDF is projected to be 3%, ERCOT will adjust the Day-Ahead hourly RRS obligation upwards by 100 MW.

· For an hour when the RDF is projected to be 7%, ERCOT will adjust the Day-Ahead hourly RRS obligation upwards by 500 MW.

· ERCOT will not adjust the Responsive Reserve requirement such that it is less than the minimum Responsive Reserve requirement nor greater than 500 MW more than the minimum Responsive Reserve requirement.

Note: 
WMS does not take a position relative to the methodology used by ERCOT to calculate the RDF.  ERCOT is currently applying a seven percent RDF whenever the weather zone temperature is 95 degrees or higher, a five percent RDF whenever the weather zone temperature is 85 degrees or higher but less than 95 degrees, and a 4 percent RDF whenever the weather zone temperature is less than 85 degrees. ERCOT applies the RDF in real time based on the actual, not the projected, weather zone temperature.

Mr. Belk noted that as the day’s duly noticed meeting of the WMS had failed to achieve a quorum, the responses to TAC and Board questions, and the recommendation to refine the amount of additional RRS, both as revised by attendees, would be put to an e-mail vote of the WMS.

Nodal Transition Start-Up Rules 

Dan Jones reported that in recognition of the beginning of a new market, nodal transition start-up rules are currently being discussed in the Transition Plan Task Force (TPTF).
Follow-up to Board Questions on Increased Market Clearing Price for Energy (MCPE)
Mark Patterson presented an impact study of Modified Competitive Solution Method (MCSM) and PRR650, Balancing Energy Price Adjustment Due to Non-Spinning Reserve Service Energy Deployment, noting that it involved 27 intervals, and there was no analysis of the impact of capacity.  Mr. Belk thanked Mr. Patterson for the follow-up, and stated that the report was thorough enough to address his own concerns.  
Adjournment

Mr. Belk adjourned the meeting at 1:47 p.m.
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