DRAFT
Wholesale Market Subcommittee (WMS) Meeting

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

Wednesday, September 17, 2008 – 9:30 a.m. – 4:00 p.m.
Attendance

Members:

	Ashley, Kristy
	Exelon Generation
	

	Belk, Brad
	LCRA
	

	Berend, Brian
	Stream Energy
	

	Bruce, Mark
	FPL Energy
	

	Clemenhagen, Barbara
	Topaz
	

	Cook, Dave
	Cirro
	

	Emery, Keith
	Tenaska
	

	Farhangi, Anoush
	Wal-Mart Stores
	

	Garrett, Mark
	Direct Energy
	

	Greer, Clayton
	J Aron and Company
	

	Hauk, Christine
	Garland Power and Light
	

	Jackson, Tom
	Austin Energy
	

	Jones, Randy
	Calpine
	Via WebEx

	Lange, Clif
	South Texas Electric Coop.
	Via WebEx

	Maduzia, Franklin
	Dow Chemical
	Alt. Rep. for A. Brand

	Miller, Gary
	Bryan Texas Utilities
	

	Moss, Steven
	First Choice Power
	

	Ögelman, Kenan
	CPS Energy
	

	Pieniazek, Adrian
	NRG Energy
	

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

	Taylor, Jennifer
	StarTex Power
	

	Torrent, Gary
	OPUC
	

	Whittle, Brandon
	DB Energy Trading
	


The following proxies were assigned:

· Josh Clevenger to Clif Lange

· Randy Jones to Adrian Pieniazek
Guests:

	Brandt, Adrianne
	Austin Energy
	

	Cochran, Seth
	Sempra Trading
	

	Coleman, Katie
	TIEC
	

	Comstock, Read
	Direct Energy
	

	Greffe, Richard
	PUCT
	

	Goff, Eric
	Reliant
	

	Jones, Dan
	Potomac Economics
	

	Lane, Terry
	LS Power
	

	Marsh, Tony
	QSE Services/MAMO Enterprises
	

	Miller, Gary
	BTU
	

	Morris, Sandy
	LCRA
	

	Reid, Walter
	Wind Coalition
	Via WebEx

	San, Peter
	E.on
	

	Schubert, Eric
	BPEC
	

	Seymour, Cesar
	SUEZ
	

	Stephenson, Randa
	Luminant
	

	Troutman, Jennifer
	AEP
	

	Wagner, Marguerite
	PSEG
	

	Wittmeyer, Bob
	DME
	


ERCOT Staff:

	Albracht, Brittney
	
	

	Coon, Patrick
	
	

	Dumas, John
	
	Via WebEx

	Flores, Isabel
	
	

	Garza, Beth
	
	

	Gonzalez, Ino
	
	

	Levine, Jonathan
	
	

	Mingo, Sonja
	
	

	Nowicki, Len
	
	

	Thompson, Chad
	
	


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

Brad Belk called the meeting to order at 9:32 a.m. and noted that due to the difficulty of post-Hurricane Ike travel conditions, WebEx would be available.
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 August 20, 2007 WMS Meeting Minutes (see Key Documents) 

Barbara Clemenhagen moved to approve the August 20, 2008 WMS meeting minutes as posted.  Adrian Pieniazek 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 discussed that Hurricane Ike was the fourth largest natural disaster in the nation’s history; that the Board approved the August consent agenda; that the final report on the recent North American Electric Reliability Corporation (NERC) audit would be available in 60 days, and that Kent Saathoff reported that the audit was very thorough; and that the Public Utility Commission of Texas (PUCT) has requested another Cost Benefit Analysis (CBA) of the nodal program.  Market Participants stated that they are interested in participating in the CBA, as they were involved with the first CBA.  Mr. Belk noted the interest and added that WMS assistance would be offered through TAC.  
Mr. Belk reported that the Board did not have much discussion of the $20 million spend on the first full year of Emergency Interruptible Load Service (EILS), and that the Board received a thorough update on the nodal project.
Mr. Belk reported that Protocol Revision Request (PRR) 772, Description of MCPE Cap and Shadow Price Cap Methodology was recommended for approval at the September 4, 2008 TAC meeting; and that a new TAC-level group for wind issues was established, to be initially co-chaired by the vice chairs of the Reliability Operations Subcommittee (ROS) and the WMS.
Mr. Belk also reported that the TAC-approved Commercially Significant Constraint (CSC) Scenario 3i was appealed by FPL Energy, and that Mark Bruce spoke in favor of a remand to TAC; Richard Ross argued in favor of Scenario 3h; and that he spoke on behalf of Scenario 3i as the designated TAC Advocate; and that the Board remanded consideration of the 2009 CSCs to TAC and instructed TAC, working with ERCOT staff, to re-examine Scenarios 3b, 3h, and 3i and to return to the October Board with a single recommendation for CSCs and the resulting Closely Related Elements (CREs).  Mr. Belk added that the remand necessitates a special joint meeting of TAC and WMS on October 8, 2008.
Working Group/Task Force Updates (see Key Documents)
Demand Side Working Group (DSWG)

Due to Hurricane Ike, there was no DSWG presentation.
Qualified Scheduling Entity (QSE) Managers Working Group (QMWG)

The QMWG did not meet.
Verifiable Cost Working Group (VCWG)
Ino Gonzalez reviewed recent VCWG activities.

Emission Costs Update/VC and Combined Cycle Resources/Reliability Unit Commitment (RUC) Commitment and Fuel Index Price (FIP) Coverage of Fuel Costs

Mr. Gonzalez noted that only Houston/Galveston has a clearing price for emissions at this time, which is necessary to establish a cost for emissions.  Market Participants discussed that all credit traded must be posted to the Texas Commission on Environmental Quality (TCEQ) website; that there are software limitations to using a monthly average, and that using the actual daily price was preferred but not possible; and that cost of emissions will be determined at the end of the month for the following month, and will be manually calculated.
Mr. Pieniazek opined that there is a problem with FIP, and noted that in nodal, flow is submitted and multiplied by FIP when an entity is RUCd; that VCWG is collecting more information; that the issue is larger than the scope of VCWG and requires broad discussion; and that the issue might be addressed through a PRR.  Mr. Pieniazek offered to work with Mr. Gonzalez and Market Participants to understand RUC issues; Mr. Belk directed that relevant items be added to the October 2008 WMS agenda.
VCWG Comments to Nodal Protocol Revision Request (NPRR) 145, PPAs as Resource-Specific Verifiable Costs Documentation
Mr. Belk noted that LS Power raised several comments to NPRR145 at the Protocol Revision Subcommittee (PRS); that VCWG was asked to address raised issues; that WMS should have been the body issuing comments; and that WMS would not comment today on any comments other than to endorse or reject VCWG comments to NPRR145.

Kenan Ögelman moved to recommend approval of NPRR145 with VCWG comments.  Gary Miller seconded the motion.  The motion carried with abstentions from the Independent Generator (IG) (2), Independent Power Marketer (IPM) (2) and Investor Owned Utility (IOU) Market Segments.
Draft NPRR: Resource Category Startup Offer Generic Cap for Wind Resources
Ino Gonzales presented the draft NPRR for WMS consideration.  Market Participants discussed potential gaming opportunities; that a “renewables” category does not currently exist, but may be added at a later date; and suggested various revisions.  

Mr. Miller moved to endorse the draft NPRR as amended by WMS.  Christine Hauk seconded the motion.  The motion carried unanimously.
Congestion Management Working Group (CMWG)
Marguerite Wagner reviewed recent CMWG activities.  Beth Garza requested Market Participant input as to the type of information WMS would like to see at the October 8, 2008 special joint TAC and WMS meeting.  Market Participants discussed Power Transfer Distribution Factors (PTDFs); boundary generation lists; the concept of Wind-powered Generation Resources (WGRs) as boundary generators; and shift factors, contingencies and consistent application of methodologies.  Market Participants also discussed the high volume of data to be produced in time for the October 8, 2008 meeting; the use of volunteer manpower to run cases; that the process should be organized, consistent and transparent in order to be credible; that volunteer assistance could provide additional analysis, redundancy and more timely delivery of data. 
Regarding stability limits, Market Participants discussed that ERCOT’s dependency on Market Participants for studies and information that the market needs is problematic, and should be a part of the ERCOT budget; that transient stability and voltage stability will soon become larger issues; that ROS should be included in discussions; and that issues need to be better defined along commercial and reliability components.  
Market Participants further discussed that the market revolves around Load flow analysis, but that stability issues are becoming market drivers, and that the market needs ERCOT to expand its capability to analyze the issues; that until the industry develops real-time tools, the option is offline studies applied to real-time operations; and that the physical world changes faster than the studies, forcing ERCOT to operate conservatively.  Ms. Garza noted that the current stability study evaluates the system under 500 different scenarios, but does not update major changes to topology; that more study does not guarantee higher limits; and that input from WMS and TAC would be appreciated.
Outage Coordination 

Ms. Wagner reviewed Outage scheduling concepts and encouraged Market Participants to submit comments.
Nodal Shadow Price Caps 

Ms. Wagner reported that the CMWG did not meet on September 15, 2008 and did not have a recommendation.  Dan Jones noted that he would submit comments.  No vote was taken on this item.

CREs for 2009 CSC Recommendation 

Mr. Belk noted that the Board remanded the CSC item and that a special joint TAC and WMS meeting would be held on October 8, 2008.  
TCR to CRR Transition Plan

This item will be taken up at the October 2008 WMS meeting.
Market Credit Risk Standard 
This item will be taken up at the October 2008 WMS meeting.

Congestion Revenue Rights (CCR) Credit Policy TF (see Key Document)
Clayton Greer requested that a vote on the item be delayed for one month; reviewed NPRR140, Revision to CRR Obligation Margin Adder, and noted that the Transition Plan Task Force (TPTF) is reviewing the mechanics but will not comment on values, which is a policy issue under the purview of WMS; and opined that market volatility should be taken into account in setting values.
Mr. Belk directed that the item, including an explanation of “x”, “y”, “a” and “t”, be taken up at the October 2008 WMS meeting.

ERCOT Methodologies for Determining Ancillary Service (AS) Requirements

John Dumas reviewed the proposed 2008-2009 ERCOT Methodologies for Determining Ancillary Service Requirements document, noted that the methodology will be presented to TAC and the Board in October, and requested WMS endorsement of the methodology.  Chad Thompson reviewed AS procurement results using the proposed methodology.
Market Participants discussed the use of numbers provided in the GE AS Study to establish comparison values; failure of the monthly Control Performance Standard (CPS) 1 average as a trigger for procurement of additional Regulation Up and Down for specific hours; that minimums should be adjusted as wind forecast history is established; and that consideration should be given as to why some WGRs have better Schedule Control Error (SCE) scores, and that a metric should be developed from the information.
Market Participants further discussed where forecasting bias is addressed; and that using Non-Spinning Reserve Service (NSRS) as a hedge rather than over-forecasting allows more participation in the market and the benefit of improved technology.  Mr. Dumas noted that as the forecast approaches 80% in the future, less NSRS can be purchased, and that a 90-day average history was selected to smooth out extreme days.
Market Participants also discussed that all three forecasts should be posted under aliases; that consideration should be given to assigning extra AS costs directly to WGRs; and that scheduling accuracy is important, as WGRs will respond relative to their schedules.  Mr. Belk added that discussion of assigning extra AS costs to wind would be on a future WMS agenda.
Ms. Clemenhagen moved that WMS concurs with ROS endorsement that this proposal will maintain reliability for ERCOT; however, WMS at this time can only give provisional endorsement to move forward with the proposed methodology for reliability reasons, while studying this proposal for costs and market impacts, and making further recommendations.  Mr. Greer seconded the motion.  Market Participants discussed that provisional endorsement was problematic; that the wind forecast may change the amount of AS procured, but would not change the approach; and that the ERCOT market is grappling with issues not faced by any other market.  Market Participants recommended changes to the motion.
Ms. Clemenhagen adopted the following amended motion:
WMS agrees the 2008-2009 Ancillary Services Procurement Methodology document as amended by ROS meets ERCOT’s system reliability needs.  

WMS expresses concern that this methodology may have unintended market consequences including:

· Inefficient procurement of Ancillary Services

· Inefficient system dispatch

· Lack of market transparency in Ancillary Services procurement decision

· Lack of effective opportunity for market solutions to system reliability needs

WMS commits to explore these issues in greater depth in coming months and issue a recommendation to TAC.

Mr. Greer seconded the amended motion.  The motion carried with one objection and one abstention each from the IPM Market Segment.
Congestion on Out of Merit Capacity (OOMC)/Out of Merit Energy (OOME) Deployments and Costs (see Key Documents)

Due to time considerations, formal presentation of the material was deferred to the October 2008 WMS meeting.  Isabel Flores offered, time allowing, to add the August 2008 data.
TAC Assignment on Market Participant Survey (see Key Documents)  

Mr. Belk requested that Market Participants review the 2008 Market Participant Survey Action Plan for discussion at the October 2008 WMS meeting.

Other Business

Mr. Bruce requested that a discussion of implementation issues associated with PRR763, Use of WGRPP as Planned Operating Level in Day-Ahead Resource Plan for WGRs, be taken up at the October 2008 WMS meeting.

Adjournment

Mr. Belk adjourned the meeting at 3:50 p.m.
� Key Documents referenced in these minutes may be accessed on the ERCOT website at: � HYPERLINK "http://www.ercot.com/calendar/2008/09/20080917-WMS" ��http://www.ercot.com/calendar/2008/09/20080917-WMS� 
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