DRAFT
Wholesale Market Subcommittee (WMS) Meeting

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

Wednesday, October 22, 2008 – 9:30 a.m. – 4:00 p.m.
Attendance

Members:

	Ashley, Kristy
	Exelon Generation
	

	Belk, Brad
	LCRA
	

	Bruce, Mark
	FPL Energy
	

	Clemenhagen, Barbara
	Topaz
	

	Clevenger, Josh
	Brazos Electric Power Coop.
	

	Emery, Keith
	Tenaska
	

	Greer, Clayton
	J Aron and Company
	

	Hauk, Christine
	Garland Power and Light
	

	Jackson, Tom
	Austin Energy
	

	Jones, Randy
	Calpine
	

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

	McMurray, Mark
	Direct Energy
	

	Miller, Gary
	Bryan Texas Utilities
	

	Moss, Steven
	First Choice Power
	

	Muñoz, Manuel
	CenterPoint Energy
	

	Ögelman, Kenan
	CPS Energy
	

	Pieniazek, Adrian
	NRG Energy
	

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

	Taylor, Jennifer
	StarTex Power
	

	Torrent, Gary
	OPUC
	

	Troutman, Jennifer
	AEP Corporation
	Alt. Rep. for R. Ross

	Whittle, Brandon
	DB Energy Trading
	


The following proxies were assigned:

· Brian Berend to Mark McMurray
· Stephen Moss to Randa Stephenson

Guests:

	Brandt, Adrianne
	Austin Energy
	

	Brelinsky, MaryAnne
	Eagle Energy
	

	Briscoe, Judy
	BP Energy
	

	Cochran, Seth
	RBS Sempra
	

	Comstock, Read
	Direct Energy
	

	Detelich, David
	CPS Energy
	

	Goff, Eric
	Reliant
	

	Jones, Dan
	Potomac Economics
	

	Lookadoo, Heddie
	NRG
	

	Lovelace, Russell
	Shell Energy
	

	Marsh, Tony
	QSE Services/MAMO Enterprises
	

	Milberg, Sadao
	DC Energy
	

	Miller, Gary
	BTU
	

	Morris, Sandy
	LCRA
	

	Reid, Walter
	Wind Coalition
	

	Rexrode, Caryn
	Customized Energy Solutions
	

	Schafer, Matt
	FPLE
	

	Wagner, Marguerite
	PSEG
	

	Wybieralh, Pete
	FPLE
	


ERCOT Staff:

	Albracht, Brittney
	
	

	Brandaw, Brian
	
	Via Teleconference

	Coon, Patrick
	
	

	Dumas, John
	
	

	Flores, Isabel
	
	

	Gonzalez, Ino
	
	

	Levine, Jonathan
	
	

	Reedy, Steve
	
	

	Wattles, Paul
	
	


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

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

Approval of the Draft September 17, 2007 WMS Meeting Minutes (see Key Documents) 

Barbara Clemenhagen moved to approve the September 17, 2008 WMS meeting minutes as posted.  Randy Jones 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 stated that reliability of the grid cannot be overshadowed by the credit crisis at The Reserve; that all audit issues are working to resolution and all public information will be released; that disbursements are being made under Securities and Exchange Commission (SEC) guidelines; and that ERCOT anticipates the return of all funds without loss, but the timeline is unknown.  Mr. Belk also reported that Ron Hinsley reviewed the new nodal health indicator to replace the dashboard; and that the use of multiple vendors is serving the nodal project well.
Mr. Belk reported that Mark Dreyfus raised the issue of needed “study horsepower”; that ERCOT acknowledged staff shortages; and that the related issues of budget and contract analysis were also raised.  Mr. Belk also reported that the Board requested quarterly reporting on Ancillary Services costs due to the new procurement methodology; that the Board heard appeals regarding the 2009 Commercially Significant Constraints (CSCs) and Closely Related Elements (CREs), and supported TAC’s recommendation for Scenario 3i; and that the November Board meeting had been rescheduled to Monday, November 17, 2008.
Working Group/Task Force Updates (see Key Documents)
Demand Side Working Group (DSWG)
Mary Ann Brelinsky reviewed highlights of the September 2008 DSWG meeting, and noted that much progress continues to be made on 2008 goals; that the November 2008 DSWG might be the last meeting of the year.  Mr. Belk expressed his appreciation for the manner in which DSWG tracks their goals and accomplishments.

Qualified Scheduling Entity (QSE) Managers Working Group (QMWG)
David Detelich reviewed recent activities of the QMWG.
Wind-powered Generation Resource Production Potential (WGRPP) Forecast Process Improvement

Brian Brandaw reported that efforts are underway for January 2009 deployment of an improved forecast; that a Quality Assurance resource had not yet been assigned; and that work would continue to develop formal requirements documents.

WGR-only QSE Scheduling Metric
Market Participants discussed that individual entity forecasts are more accurate than ERCOT forecasts; that the market should be looking for best practices, rather than compliance relative to the ERCOT forecast; that a unit’s schedule should be compared to its actual production, and that conversely, units base their schedule on the forecast, and therefore the schedule in only as good as the forecast.  
Mark Bruce stated that the goal of the exercise is to improve performance, rather than produce a metric with no real meaning.  Mr. R. Jones noted that as long as entities are obligated to use the ERCOT forecast, the metric cannot be on accuracy, but only on behavior.  John Dumas added that schedules may only be updated up to an hour before the start of an interval, but that resource plans may be updated within the interval; and that the ERCOT forecast for replacement is for capacity planning and intended to be more conservative. 
Mr. Detelich noted that the Texas Regional Entity (TRE) continues to present to TAC and the Board the Schedule Control Error (SCE) for wind, and that a metric will be applied to wind, whether or not the market develops the metric.  Market Participants discussed that a meaningful metric needs to be developed in order to dispense with meaningless metrics.
Protocol Revision Request (PRR) 777, WGR QSE Metric Correction – QMWG Comments
Detelich reviewed QMWG comments to PRR777, and noted that QMWG wanted to leave the metric in place until other metrics are ready.
Randa Stephenson moved to endorse QMWG comments as amended by WMS.  Clayton Greer seconded the motion.  Market Participants discussed whether the metric had value; that schedules are not part of the analysis in determining replacement procurement; and that PRR777 could potentially complicate ERCOT’s effort in Balancing Energy adjustments. The motion carried with two abstentions from the Consumer and Independent Generator Market Segments.
Verifiable Cost Working Group (VCWG)
Heddie Lookadoo reviewed recent activities of the CMWG, the status of related Nodal Protocol Revision Requests (NPRRs), and future agenda items.  Market Participants discussed the impacts of exceptional events and the need to respond to an ERCOT directive; that Verifiable Costs are a prospective approach to making entities whole, and that an exceptional event essentially stops the clock; and that clear guidelines are needed for exceptional events.
Market Participants further discussed that defining all exceptional events would be impossible, and that the VCWG might consider defining an event as a percentage of normal Verifiable Costs; that most events will revolve around fuel prices; and that care should be given to defining system-wide events, rather than event outcomes that impact individual entities.
Mr. Belk expressed concern at socializing costs, and stated that he did not want to relive the electric industry of the responsibility of managing costs.  Mr. Belk charged the VCWG to define exceptional events and report back to WMS.

Nodal Fuel Analysis

Russell Lovelace reviewed background issues and provided a nodal fuel analysis.  Market Participants discussed that the topic is of interest to multiple stakeholder groups; that policy issues are involved; that an NPRR may be required; and that the Transition Plan Task Force (TPTF) might need additional information to fully understand the impacts of discussions regarding quick start units.

Market Participants further discussed that the Texas Nodal Team (TNT) discussed at length how to make proper compensation when ERCOT takes command of a unit; that perhaps the issue of a predictable adder for conscripted units should be taken back up; and that basing Real-Time operating costs on the previous day’s gas prices represented a market design flaw.

Market Participants further discussed that a two-hour time window to start a unit would present extreme cost issues; that a two-hour start-up window might also represent a reliability issue; that the RUC document is overly complicated; and that if Verifiable Costs are not properly addressed, the market could see an increase in mothballed units.  Market Participants requested that the VCWG take up consideration of Fuel Index Price (FIP)/Fuel Oil Price (FOP), and bring forward any necessary NPRRs.
Congestion Management Working Group (CMWG)
Marguerite Wagner reviewed recent activities of the CMWG.
Nodal Shadow Price Caps 
Brandon Whittle moved to endorse the proposal for Initial Nodal Constraint Shadow Price Cap and Power Balance Penalty Factor Values developed by Potomac Economics.  The motion carried unanimously.

Outage Coordination – WMS Input on Cost Evaluation 

Ms. Wagner reported outage evaluation issues cannot progress until policy cuts are made, and requested that if WMS is reluctant to make cuts, that the issues be elevated to TAC for consideration.  Market Participants discussed the necessary length of outage notice to provide significant benefits with little cost; that constraints to maintenance windows introduce additional competition for resources and increase costs; that the “low-hanging fruit” of seasonal outages in the West zone should be addressed first; and that the scope evaluations should be clarified and prioritized before work begins.
Market Participants further discussed that other issues remain to be addressed, including, modeling issues, and the overselling of Transmission Congestion Rights (TCRs); that economic evaluations, if possible, would still only be good for a point in time; and that it is too early to take any consideration off the table, but that complicated tools are not needed in the immediacy to improve decision making.

Ms. Stephenson moved that CMWG prioritize longer lead times and metrics for Transmission Outages.  Jennifer Troutman seconded the motion.  Several Market Participants offered friendly amendments that work should begin in the West zone.  Ms. Stephenson and Ms. Troutman accepted the friendly amendment.  Participants discussed that beginning work in the West zone would be essential as a pilot effort.  Ms. Wagner opined that the amendment placed a subset of requirements on a subset of Transmission Owners, and that the original motion would achieve a majority of the desired work.  Market Participants discussed that work in the West zone may prove too difficult and not effective enough to continue in the other zones.  The motion carried with one objection from the Investor Owned Utility (IOU) Market Segment, and two abstentions from the Independent Generator and IOU Market Segments.

Discussion on Scope of W-N Stability Study

Ms. Wagner reviewed questions for consideration by the Reliability and Operations Subcommittee (ROS).  Market Participants discussed the need for more resources for studies and analysis; that so study should be put ahead of the Study of Load Acting As Resource (LaaR) Capability for Current Responsive Reserve Service (RRS) Level, and that WMS should not be setting priorities for the Dynamics Working Group (DWG); and that economic impacts should be kept in mind when determining which study to take up next.  Mr. Greer offered to bring forward a PRR to address boundary generation issues.  Mr. Belk thanked CMWG for meeting more frequently in 2008 than even WMS.
PRR 781, EILS Self-Provision Formula Correction (see Key Documents)
Ino Gonzalez presented language for WMS information.  Mr. Belk stated that no endorsement was required, and that WMS favors ERCOT staff making necessary corrections.  No vote was taken.

Revised TCR to Congestion Revenue Right (CRR) Transition Plan (see Key Documents)
Rachelle Zani presented language to make generic nodal implementation dates and to address refunds.  

Mr. Greer moved to endorse the revised TCR to CRR Transition Plan as presented.  Mr. R. Jones seconded the motion.  The motion carried unanimously.

2009 Project Priority List (PPL) Re-Planning (see Key Documents)
Troy Anderson presented the 2009 PPL Re-Planning schedule, and noted that the 2009 budget was in re-planning stages, due to the delay of nodal.  Market Participants discussed that many projects were needed for the zonal market, particularly with the delay to nodal; that entire projects that are needed were never added to the list in anticipation of nodal, and reprioritizing the list as is would be inadequate; and that time should be given to the consideration of which projects should be added to the list.
Cagle Lowe reviewed the 2009 Project Reforecast, and noted the challenge of working on non-nodal projects without impacting nodal.  Market Participants discussed that horsepower is needed for the zonal market, as fewer resources remain dedicated to the zonal market.  Market Participants discussed potential suitable motions to address the 2009 PPL.  No motion was offered and no vote was taken.
SCR 750, Upgrade to Internet Explorer (see Key Documents)
Due to time constraints, this item was not taken up.
CRR Credit Policy Task Force (see Key Documents)
NPRR140, Revision to CRR Obligation Margin Adder
Mr. Greer presented NPRR140 for WMS consideration, and noted that WMS would need to determine the values for “A”, “M”, “X” and “Y.”  Sadao Milberg presented DC Energy’s Credit Adder Proposal.  Market Participants discussed that in nodal TCRs are option instruments that can become obligations; that $10 had only served as a placeholder; and discussed possible variable definitions.
Market Participants further discussed different numbers might be set for annual and monthly auctions; that there will be six months of monthly auctions to gather data; that the proposed numbers would reduce the likelihood of high-risk entrants to the market; and that lower priced instruments are the most likely to cause a liability.  Kenan Ögelman stated that he did not want to discourage an entity from purchasing a hedge, and that the market should not be satisfied with the proposed solution for any protracted period of time.
Mr. Greer moved to endorse values in NPRR140 as A= $1.50; M= 1; X= $1.00; and Y= $1.50.  Mr. R. Jones seconded the motion.  The motion carried with three abstentions from the Investor Owned Utility (IOU) (2) and Municipal Market Segments.  
NPRR147, DAM Short Pay Changes
Market Participants discussed a whether perverse incentives would be created by a pool to cover short pays; that a pool would take a long time to fund and remain sustainable; and that offer prices for CRRs would be reduced by the amount of the adder.  Mr. Ögelman stated that he would be unable to support any measure that placed the burden of insurance exclusively on Loads.  Mr. R. Jones opined that the implosion of the Day Ahead Market (DAM) would mean the loss of Loads’ opportunity for valuable centralized unit commitment, and that this measure as insurance to maintain the DAM is beneficial to Load.
Ms. Stephenson moved to endorse PRR147.  Mr. Greer seconded the motion.  Market Participants discussed the requirement that entities have insurance or prove the ability to self-insure; that incentives need to be aligned; that in the event of a large event, the broader the risk is spread, the smaller the impact to the market as a whole; and that a large default would take time to distribute.  The motion carried with two objections from the Municipal Market Segment, and two abstentions from the Consumer and IOU Market Segment.
Ancillary Service Procurement Impacts on Market
Mr. Belk reported TAC’s assignment to WMS to review optimization of additional Ancillary Service procurement and the direct assignment of additional costs.  Market Participants discussed whether an appropriate working group existed to take on consideration of the issues; and that direct assignment of costs should be taken up by a task force.  Seth Cochran volunteered to lead the effort to review potential cost allocation.  Mr. Belk requested that the task force report to WMS at the November 2008 meeting.
TAC Assignment on Market Participant Survey  

Due to time constraints, this item was not taken up.  

Other Business 

State of the Market Report
Mr. Greer requested that the Independent Market Monitor present recommendations at the November 2008 WMS meeting.  Dan Jones requested that Market Participants send him ideas regarding potential improvements to the zonal market.
Adjournment

Mr. Belk adjourned the meeting at 4:05 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� 





DRAFT Minutes of the October 22, 2008 WMS Meeting – ERCOT Public
Page 6 of 6

