DRAFT
Wholesale Market Subcommittee (WMS) Meeting

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

Wednesday, July 16, 2008 – 9:30 a.m. – 4:00 p.m.
Attendance

Members:

	Ashley, Kristy
	Exelon Generation
	

	Belk, Brad
	LCRA
	

	Berend, Brian
	Stream Energy
	

	Brand, Amy
	Dow Chemical
	

	Clemenhagen, Barbara
	Topaz
	

	Clevenger, Josh
	Brazos Electric Power Coop.
	

	Emery, Keith
	Tenaska
	

	Farhangi, Anoush
	Wal-Mart Stores
	

	Greer, Clayton
	J Aron and Company
	

	Hauk, Christine
	Garland Power and Light
	

	Jackson, Tom
	Austin Energy
	

	Lange, Clif
	South Texas Electric Coop.
	

	Mass, Annette
	OPUC
	

	McMurray, Mark
	Direct Energy
	

	Moss, Steven
	First Choice Power
	

	Muñoz, Manuel
	CenterPoint Energy
	

	Ögelman, Kenan
	CPS Energy
	

	Pieniazek, Adrian
	NRG Energy
	

	Smith, Mark
	Chaparral Steel
	

	Starr, Lee
	Bryan Texas Utilities
	Alt. Rep. for G. Miller

	Stephenson, Randa
	Luminant
	Alt. Rep. for L. Gurley

	Whittle, Brandon
	DB Energy Trading
	


The following proxies were assigned:

· Randy Jones to Adrian Pieniazek
· Jennifer Taylor to Mark McMurray

Guests:

	Brandt, Adrianne
	Austin Energy
	

	Brelinsky, Mary Anne
	Lehman Brothers
	

	Briscoe, Judy
	BP Energy
	

	Brown, Jeff
	Shell Energy
	

	Carter, Tim
	Constellation
	

	Cochran, Seth
	Sempra Trading
	

	Detelich, David
	CPS Energy
	

	Greffe, Richard
	PUCT
	

	Harrell, Patty
	DC Energy
	

	Jones, Don
	Reliant
	

	Lookadoo, Heddie
	NRG 
	

	Maduzia, Franklin
	Dow
	

	Marsh, Tony
	QSE Services/MAMO Enterprises
	

	Morris, Sandy
	LCRA
	

	Orr, John
	Constellation
	

	Reid, Walter
	Wind Coalition
	

	Schubert, Eric
	BP
	

	Seymour, Cesar
	SUEZ
	

	Siddiqi, Shams
	Crescent Consulting
	

	Wagner, Marguerite
	PSEG
	

	Zlotnik, Kevin
	Shumate and Associates
	


ERCOT Staff:

	Albracht, Brittney

	Anderson, Cory

	Bauld, Mandy

	Coon, Patrick

	Dumas, John

	Flores, Isabel

	Garza, Beth

	Gonzalez, Ino

	Nowicki, Len

	Patterson, Mark

	Ricaud, Leon

	Wattles, Paul


Unless otherwise indicated, all Market Segments were present for a vote.

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 these guidelines.  A copy of the guidelines was available for review.

Approval of the Draft June 18, 2007 WMS Meeting Minutes (see Key Documents) 

Barbara Clemenhagen moved to approve the June 18, 2008 WMS meeting minutes as posted.  Kristy Ashley seconded the motion.  The motion carried unanimously.  

ERCOT Board of Directors (Board) and Technical Advisory Committee (TAC) Meeting Update 
Mr. Belk reported that the Board approved the July 2008 Consent Agenda without discussion, and that Nodal Protocol Revision Request (NPRR) 097, Changes to Section 8, Performance Monitoring and Compliance (formerly titled “Changes to Section 8 to Incorporate Role of TRE, the IMM, and the Concept of Market Compliance”), was discussed and approved, but was then rescinded and tabled.  Mr. Belk also reported that the Board approved Protocol Revision Request (PRR) 759, Changes to Notification to Customer of Service Establishment, but rejected the notion that $450 thousand should be removed from ERCOT’s 2009 Administrative Fee filing; and that the Board approved the AEP Presidio Transmission Project.
Mr. Belk noted that Bob Kahn and Ron Hinsley reported on ERCOT staff and Market Participant nodal readiness; recent successful nodal system tests; that a revised nodal schedule is still in development and will be reviewed by the Transition Plan Task Force (TPTF); and that a master scheduler has been hired to review all timelines. 
Working Group/Task Force Updates (see Key Documents)
Congestion Management Working Group (CMWG)
Marguerite Wagner reviewed recent CMWG activities.
2008 Closely Related Elements (CREs) Review for Possible Removal
Beth Garza reminded WMS of the process for modifying CREs mid-year, noting that recommended removals had been discussed at CMWG and will be presented for TAC consideration at the August 2008 TAC meeting.  Market Participants discussed that ERCOT was more comfortable using a 3% impact threshold, rather than the CMWG 5-10% impact threshold.
Randa Stephenson moved to endorse the removal of the North to Houston, North to South, and South to North CREs per the CMWG discussion.  Mark Smith seconded the motion.  Market Participants discussed the desire the see the effects of zonal action; that the removals are based on 3% impact criteria; and that an increase in congestion and congestion costs is expected.  The motion carried unanimously.
Outage Coordination Impact

Market Participants discussed that several Independent System Operators (ISOs) are struggling with coordinating outages; that the proposal to consider outages based on both reliability and economic impacts represents a fundamental departure from existing practices; that consideration would need to be given to how to address Wind-powered Generation Resources (WGRs); and that an outage scheduling task force might become necessary.

Market Participants also discussed that metrics and reports would need to be developed; and that implementation would need to come after the Texas Nodal Implementation Date.  Dan Jones added that it would be useful to acknowledge outages as a circumstance outside of planning, and to consider interim operating procedures that might mitigate outage impacts, or optimize operations in light of outages. 

Mr. Belk requested that the CMWG consider whether the project could be subdivided, and to recommend what the subdivisions might be.

Nodal Maximum Shadow Price Cap and Status of Competitive Constraint Test
Ms. Wagner noted that the item would be discussed at the next CMWG meeting.  Market Participants discussed that the Nodal Protocols require that a Shadow Price Cap be presented for TAC consideration; and that penalty factors on constraints can be developed by the software.
No vote was taken.
2009 Commercially Significant Constraint (CSC) Analysis Update

Ms. Wagner noted that ERCOT provided a comprehensive evaluation of existing CREs; and analyses of multiple scenarios with three, four and five zone clusters.   Ms. Garza added that ERCOT has not made any recommendation on 2009 CSCs.
Demand Side Working Group (DSWG)
MaryAnne Brelinsky reviewed recent DSWG activities.
Negative Bidding in the Nodal Market

Ms. Brelinsky reminded the subcommittee that a solution to the credit risk issues associated with negative bidding in the Nodal RRS market is not yet in place, and noted that due to implementation issues the only option feasible for Nodal go-live is the zero bid floor.  She reported that she had presented DSWG with WMS’s instructions to produce an NPRR requiring a split procurement stack similar to NPRR 018, Separate LaaR and Generator MCPCs for RRS, but that it failed to attract any support among the DSWG attendees.  Ms. Brelinsky described a proposed long-term solution that did attract DSWG support that would prorate all Load Resource RRS bids that come in below the clearing price if the Load Resource MW cap is exceeded, noting that the solution gives Load Resources the incentive to offer their true marginal costs. Market Participants discussed proration mechanics for zero floor bidding; whether arbitrage opportunities exist under either proposal; and noted that a zero bid floor resolves credit risk issues.  

Market Participants offered opinions that the DSWG proposal is problematic because selection is based on pricing outcomes, since in optimization the price is not known until the outcome, and that the service provided by LaaRs is not the same product as generators providing RRS and should be called something other than RRS.  Mr. Pieniazek noted that he had been the original sponsor of NPRR 018 and would be willing to re-introduce a similar NPRR.  Mr. Smith stated that he had been a member of WMS since 2002 and that in that time the subcommittee had never supported a demand-side issue, and that demand side solutions are increasingly important to power needs.  Mr. Belk noted that the TAC and Subcommittee Organizational Review Task Force (TASOR TF) is reviewing issues regarding appropriate forums and the role of working groups, but that for now they are voluntary organizations with no voting structure.

Mr. Belk stated that either DSWG or WMS should sponsor a stand-alone zero bid floor NPRR, and that parties are free to introduce long-term alternatives at their own discretion.
Emergency Interruptible Load Service (EILS) Split Deployment Stacks in Nodal Emergency Electric Curtailment Program (EECP)
Mr. Belk opined that EILS is a fail-safe service, and was not intended to require systems to be built to deploy it.  Mr. Wattles acknowledged that TPTF added the language to preserve the ability of SCED to continue to solve when dropping Load quickly, and that the Board the prior day had approved NPRR 107, Nodal Emergency Interruptible Load Service (EILS), including the EILS split deployment provision.

EECP LaaR Deployment Report

Ms. Brelinsky reviewed the EECP event of February 26, 2008, noting that in the aggregate, LaaR deployment was successful.
Dynamics Working Group (DWG) LaaR Study Update
Ms. Brelinsky provided a status report on the DWG study noting that it was several months behind its original schedule.  Market Participants discussed that the study is a collaborative effort, and ERCOT runs the model, but that data is required from Transmission Owners, and base cases from the DWG; that fine-tuning of the governor models continues; that timeline specificity would be helpful; and that the results of the study are important to the market.
Qualified Scheduling Entity (QSE) Managers Working Group (QMWG)

David Detelich reviewed recent activities of the QMWG and issues currently under consideration.  
Draft PRR for Low Sustained Limit (LSL) as Percentage of High Sustained Limit (HSL)
Mr. Detelich reviewed the proposed PRR language for WMS consideration.  Market Participants discussed that HSL is a dynamic number for WGRs; that legacy generators must offer 15 percent of capacity into Down Balancing; that some QSEs are interpreting Protocols as allowing the HSL and LSL to be set equally; that bilateral arrangements will have to be addressed in the nodal market; that the qualification process for WGRs is inadequate, as testing cannot be done if there is no wind; and that additional concerns may be addressed during the comments process once the PRR is filed.
Ms. Clemenhagen moved to endorse the draft PRR language for LSL as a percentage of HSL.  Mr. Pieniazek seconded the motion.  The motion carried with one abstention from the Independent Retail Electric Provider (IREP) Market Segment.
Draft PRR for WGR Ramp Rate Limits
John Dumas reviewed the proposed PRR language for WMS consideration, noting that the issue was first discussed in the context of a 5% ramp rate, though discussions at QMWG determined that a 10% ramp rate would be acceptable from a commercial perspective; and that the Reliability and Operations Subcommittee (ROS) removed a caveat regarding increasing wind speed, as some older WGRs cannot put in ramp rate limitations.  
Market Participants discussed that technology capabilities and limitations are largely unknown; that responding to an instruction and responding to rising and falling wind present different challenges; that the Wind Operations Task Force (WOTF) is also reviewing ramp rate limits; and that the draft PRR presents an incremental solution to a large issue.

Market Participants also discussed the lack of metrics; that different WGRs will respond on different timeframes and to different degrees; that relays will need high frequency protection; and that there is much work left to do regarding ramp rate limitations for WGRs.

Mark McMurray moved to endorse the draft PRR for WGR Ramp Rate Limits as presented.  Mr. Pieniazek seconded the motion.  The motion carried with one objection from the Independent Power Marketer (IPM) Market Segment, and one abstention from the Investor Owned Utility (IOU) Market Segment.
Verifiable Cost Working Group (VCWG)
Ino Gonzalez reviewed recent VCWG activities.
VCWG Co-Chair and Vice Chair
Ms. Clemenhagen moved to approve Heddie Lookadoo and Russell Lovelace as VCWG co-chair and vice chair respectively.  Clayton Greer seconded the motion.  The motion carried unanimously.
VCWG Charter
Mr. Gonzalez reviewed VCWG goals and objectives.
Ms. Clemenhagen moved to approve the VCWG charter.  Mr. Smith seconded the motion.  The motion carried unanimously.
NPRR to Modify Requirement to Submit Verifiable Costs 
Ms. Lookadoo presented draft NPRR language for WMS consideration.

Mr. Greer moved to endorse the NPRR language as presented.  Ms. Clemenhagen seconded the motion.  Market Participants discussed that the VCWG should address generic costs for WGRs.  The motion carried unanimously.
NPRR for Power Purchase Agreements and Tolling Agreements (PPAs)
Mr. Gonzalez noted that in presenting, he is speaking on behalf of the VCTF, and not necessarily as ERCOT staff.  Mr. Gonzalez reviewed the reasons for PPAs in the Verifiable Cost process.  At the request of Ms. Clemenhagen, Brittney Albracht read the following motion from the April 2008 WMS meeting:  
Barbara Clemenhagen moved that WMS give provisional approval of the Verifiable Cost Manual subject to minor tweaks at TPTF and technical editing; that index costs be used for emission costs; that WMS give specific guidance that certain PPA costs shall be considered Verifiable Costs subject to WMS approved rules to prevent potential market abuses; and that all revisions return to WMS within 90 days for final approval.  Mr. R. Jones seconded the motion. … The motion carried on roll call vote with one abstention from the Consumer Segment.  

Mr. Gonzalez reviewed thirteen fundamental rules for PPAs in Verifiable Cost.  Market Participants discussed that the way comparable units are determined will reduce the risk of outliers; when Verifiable Costs must be submitted for fuel and Operations and Maintenance (O&M); whether the date of April 16, 2008 is appropriate; whether subsequent PPAs would contain loophole language; that divulging contractual information is untenable for many entities; and that a large portion of the market relies on PPAs.
Market Participants also discussed that Reliability Unit Commitment (RUC) is in many ways not compensatory to actual costs; that entities will be precluded from owning assets in Texas; that prospective PPAs will be used to change the intent of the Nodal Protocols; and that Verifiable Cost is, by design, based on actual units.
Ms. Ashley moved to endorse Option 1: the contract expires.  Brandon Whittle seconded the motion.  Ms. Ashley and Mr. Whittle accepted Mr. Belk’s friendly amendment that Option 1 be stated as “the primary term of the contract expires.”  Market Participants discussed the impact of term extensions, and that additional language revisions should be initially vetted in the VCTF.  The amended motion carried with one abstention in the IPM Market Segment
Ms. Clemenhagen move to endorse the draft NPRR subject to changing date from April 16, 2008 to July 16, 2008.  Mr. Whittle seconded the motion.  The motion carried with abstentions from the Consumer, IPM, and IOU Market Segments.
PPA White Paper

This item was not taken up. 

PRR743, TCR Transition to CRR

Mandy Bauld reviewed the TCR Auction Revenue Refund Process proposal, formulas and examples.
Mr. Greer moved to endorse the methodology as proposed.  Lee Starr seconded the motion.  Market Participants discussed that the methodology would not have to be re-written once the Texas Nodal Implementation Date is announced; that the Commercial Operations Subcommittee (COPS) would also review the methodology; and that if endorsed, the methodology would be written as a PRR to present to TAC.  The motion carried unanimously.
Zonal PRR: Changing Shadow Price Cap and Administrative Capping of Market Clearing Price for Energy (MCPE) (see Key Documents)
Paul Wattles presented draft PRR language for the description of MCPE Cap and Shadow Price Cap Methodology for WMS consideration.  Market Participants discussed that language affirms ERCOT’s authority to take action to ensure that the MCPE does not exceed the system-wide offer cap established by the Public Utility Commission of Texas (PUCT); and that a stakeholder review process for all binding documents that will be posted to the Market Information System (MIS) is an ongoing question under consideration by the Protocol Revision Subcommittee (PRS).
Mr. Whittle moved to endorse the draft PRR as presented.  Ms. Clemenhagen seconded the motion.  The motion carried unanimously.
Adjournment

Mr. Belk adjourned the meeting at 3:47 p.m.
� Key Documents referenced in these minutes may be accessed on the ERCOT website at: � HYPERLINK "http://www.ercot.com/calendar/2008/07/20080716-WMS" ��http://www.ercot.com/calendar/2008/07/20080716-WMS� 
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