APPROVED
Wholesale Market Subcommittee (WMS) Meeting

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

Wednesday, November 19, 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
	

	Clevenger, Josh
	Brazos Electric Power Coop.
	

	Cook, Dave
	Cirro
	

	Emery, Keith
	Tenaska
	

	Greer, Clayton
	J Aron and Company
	

	Gurley, Larry
	Luminant
	

	Hauk, Christine
	Garland Power and Light
	

	Jackson, Tom
	Austin Energy
	

	Jones, Randy
	Calpine
	

	Lange, Clif
	South Texas Electric Coop.
	

	Lindberg, Ken
	Bryan Texas Utilities
	Alt. Rep. for G. Miller

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

	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
	

	Taylor, Jennifer
	StarTex Power
	

	Torrent, Gary
	OPUC
	

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

	Whittle, Brandon
	DB Energy Trading
	


Guests:

	Bailey, Robert
	NRG Energy
	

	Brandt, Adrianne
	Austin Energy
	

	Brown, Jeff
	Shell Energy
	

	Cochran, Seth
	RBS Sempra
	

	Comstock, Read
	Direct Energy
	

	Detelich, David
	CPS Energy
	

	Goff, Eric
	Reliant
	

	Grimes, Mike
	Horizon Wind
	

	Jackson, Pat
	Cities
	

	Jaussaud, Danielle
	PUCT
	

	Jones, Dan
	Potomac Economics
	

	Jones, Don
	Reliant
	

	Kolodziej, Eddie
	Customized Energy Solutions
	

	Lookadoo, Heddie
	NRG
	

	Moore, John
	E.ON
	

	Morris, Sandy
	LCRA
	

	Oldham, Phillip
	TIEC
	

	Reid, Walter
	Wind Coalition
	

	Schubert, Eric
	BPEC
	

	Seymour, Cesar
	SUEZ
	

	Siddiqi, Shams
	Consultant
	

	Wagner, Marguerite
	PSEG
	

	Wittmeyer, Bob
	DME
	


ERCOT Staff:

	Albracht, Brittney
	
	

	Anderson, Troy
	
	

	Coon, Patrick
	
	

	Flores, Isabel
	
	

	Gonzalez, Ino
	
	

	Lowe, Cagle
	
	

	Shaw, Pamela
	
	


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

WMS Chair Brad Belk called the meeting to order at 9:45 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 October 15, 2008 WMS Meeting Minutes (see Key Documents) 

Due to posting requirements, this item will be taken up at the December 2008 WMS meeting.
ERCOT Board of Directors (Board) and Technical Advisory Committee (TAC) Meeting Update 
Mr. Belk reported that the Board recognized Mark Dreyfus for his service as TAC chair; that a 38 cent nodal fee will be requested by ERCOT at a cash:debt ratio of 75 percent:25 percent; and that the Board will have to take action to continue the nodal program past February 2009.  
Mr. Belk also reported Board approval of Protocol Revision Request (PRR) 769, EECP Media Appeal Change; Operating Guide Revision Request (OGRR) 208, Voltage Ride-Through (VRT) Requirement, as amended by TAC comments of November 7, 2008 and as revised by the Board; that PRR777, WGR QSE Metric Correction, did not garner the required 10 votes to be deemed an action of the Board; and that Mr. Dreyfus reported that TAC has requested WMS to form a Market Credit Working Group (MCWG).

Regarding the disposition of PRR777, Market Participants discussed that non-passage or an item had previously been deemed rejected, and that reinterpretation of the requirement for action creates an effectual procedural limbo wherein items can neither be implemented nor appealed; that the reinterpretation may eventually present compliance jeopardy; and that a PRR is needed to clarify or correct requirements for action.
State of the Market Report Discussion (see Key Documents)
Dan  Jones reviewed statuses of the 2007 ERCOT State of the Market Report recommendations regarding replacement for PRR650, Balancing Energy Price Adjustment Due to Non-Spinning Reserve Service Energy Deployment; PRR601, 15 Minute Ramping for BES and Base Power Schedule; improved reliability of efficient shortage pricing; and commitment and insurance.
Regarding efficient shortage pricing, Market Participants discussed that Non-Spinning Reserve Service (NSRS) was not deployed more than 5% of the time; that the Public Utility Commission of Texas (PUCT) declined to define scarcity conditions; and that entities are not taking actions that are allowed by the rules of the market.  Eric Schubert opined that the market as designed a few years ago was not based on U.S. markets, where the climate is more litigious and confrontational, and so the solution has been to utilize scarcity pricing, which does not translate well in Texas.
Regarding commitment and insurance, Market Participants discussed the lack of progress on a single forecast that targets accuracy rather than conservancy; that there should be more transparency as to the distinctions of the multiple Load forecasts ERCOT utilizes; and that it would be helpful to see what Operating Reserves are concurrent to the 6% Load forecast errors.
Mr. Belk appointed Clayton Greer to lead a task force to address Potomac Economics recommendations for the zonal market per the State of the Market report, and propose PRRs and other recommended actions.  Mr. Greer accepted the appointment and stated that progress updates would be provided each month.

Working Group/Task Force Updates (see Key Documents)
Congestion Management Working Group

Marguerite Wagner reported on the October 30, 2008 CMWG meeting, and provided updates regarding the Nodal Competitive Constraint Test, and Outage Coordination.  Ms. Wagner noted that CMWG has requested that ERCOT document the criteria for selecting outages in order to facilitate review and possible process improvement.  Market Participants discussed that an economic evaluation tool is the missing component in coordinating outages, as Transmission Service Providers (TSPs) have no way of knowing how much an outage costs; and that outage submission and approval timeline changes need to comply with existing ERCOT Protocols. 
QSE Managers Working Group(QMWG)
David Detelich reported on the November 7, 2008 QMWG meeting, and presented draft requests for WMS consideration.
Draft System Change Request (SCR): WGRPP Forecast Process Improvement – ERCOT Proposal
Mark Bruce moved to support the direction of the SCR for WGRPP Forecast Process Improvement proposal.  Barbara Clemenhagen seconded the motion.  The motion carried unanimously.

Draft PRR: WGR only QSE Scheduling Metric 

Mr. Bruce moved to table consideration of the draft for one month, at which time comments, particularly from ERCOT, would also be considered.  Christine Hauk seconded the motion.  Mr. Bruce expressed concern that the language of the draft is not synchronous to ERCOT’s request that WGRs update plans, and requires additional work.  Mr. Reid requested that the item be on the December 2008 WMS agenda.  The motion carried unanimously.
WGRPP Forecast Accuracy Analysis

Regarding the report that approximately 34 of 70 sites are reporting meteorological (MET) data, Keith Emery questioned what AWS Truewind is using in lieu of MET data, and opined that forecasts would improve if data from at least half the site was utilized, rather than waiting for all 70 sites.  Mr. Detelich offered that perhaps AWS Truewind could be encouraged to start utilizing the data.  
Market Participants expressed concern that the AWS Truewind average error is approximately 500MW; that regular reporting on the accuracy of the forecast is needed; that the Board may not be aware as to the poor quality of the forecast.  Mr. Belk requested that ERCOT include a forecast scorecard in its monthly Operations report to TAC.

Mr. Bruce suggested that the QMWG develop a methodology to compare the accuracy of the AWS Truewind and ERCOT forecasts, without attached metrics or penalties, to correct inaccurate perceptions and poor applications of good data; and stated that the work product should be defined before the issue is escalated, to prevent further confusion.
Draft PRR, WGR Meteorological Data Requirements
Mr. Bruce moved to table consideration of the draft to allow time for language improvements.  Kenan Ögelman seconded the motion.  The motion carried unanimously.  

Mr. Belk requested that consideration of the item be resumed at the December 2008 WMS meeting.
Draft SCR, Ramp Rate Constraint at End of OOME

Ms. Hauk expressed concerns regarding potential multiple intra-day deployments. 
Verifiable Cost Working Group (VCWG)
Heddie Lookadoo reviewed the recent activities of the VCWG.
Draft Nodal Protocol Revision Request (NPRR), Verifiable Cost General Corrections
Adrian Pieniazek moved to endorse the draft NPRR for Verifiable Cost General Corrections as amended by WMS.  Ms. Hauk seconded the motion.  Shams Siddiqi suggested that the title of the NPRR should be more descriptive, such as “Verifiable Startup Costs Corrections.” The motion carried unanimously.

Mr. Ögelman moved to endorse the VCTF recommendation for the draft NPRR for Submitting Verifiable Cost – QSE or Resource Entity.  Randy Jones seconded the motion.  The motion carried with abstentions in the Consumer and Independent Power Marketer (IPM) Market Segments.

Definitions of Exceptional Events
Market Participants discussed that it is impossible to completely define an exceptional event, as variations are infinite; that an option involving a dead band at 10 percent above the Fuel Index Price (FIP) would be a large price impact, and might create unintended consequences that would increase costs in the market; and that further review is needed before the issue is ripe for a vote.  No vote was taken.

Cost Allocation Task Force (CATF) Ancillary Services Update (see Key Documents)
Seth Cochran reviewed the TAC assignment that WMS study cost allocation and presented four options to proceed, noting that only Option 4, Remain with Current Allocation Methodology, received comments.  Mr. Cochran presented CATF findings, noted that Competitive Renewable Energy Zone (CREZ) costs were also considered in the effort to understand potential benefits of allocation, and concluded that the Ancillary Service cost allocation is difficult and would require months, rather than weeks, to complete.

Mr. R. Jones stated that the task is too large for any one task force, opined that there is a reason that Ancillary Service costs are assigned as they currently are, and recommended that the CATF identify the hurdles associated with changing the current methodology.  Market Participants discussed that the methodology that would have to be engaged to accomplish the assignment should be described in detail; and that there is no strong desire to alter current practice.
2009 Project Priority List (PPL) Re-Planning (see Key Documents)
Troy Anderson provided an update on the 2009 Project Reforecast, and presented the revised 2009 PPL for WMS consideration.  Mr. Anderson requested permission to update the Impact Analyses for SCR720, Forecasted Net Zonal Energy and Actual Zonal Generation; and SCR728, Display ERCOT Deployments; and noted that other Impact Analyses would not be adversely affected.
Mr. Greer moved to grant permission to update Impact Analyses for SCR720 and SCR728, and recommend approval of the 2009 PPL with the acknowledgement that PRR776, Automatic MCPE Adjustment During Intervals of Non-Spinning Reserve Service Deployment, once approved, would be included in the System Operations (SO) Continuous Analysis and Requirements Team (CART) Line 40.  Mark Smith seconded the motion.  The motion carried unanimously.
TAC Assignment for PRR776 (see Key Documents)
Mr. Belk reported that TAC tabled PRR776 and requested WMS comments, and that Larry Gurley organized discussion groups to gather comments.  Mr. Belk noted that a special WMS meeting before the December 2008 TAC meeting would be an option, should additional time for discussion and comment be needed.  
Mr. Gurley reviewed alternatives to PRR776.  Market Participants discussed revisions to options to include the application of an offer floor at 18 times the Fuel Index Price (FIP); whether impact to Market Participant systems had been discussed; that 30-minute Resources still need to be addressed; and that an interim solution might be required.  Some Market Participants expressed the view that the proposed action would be depressive to the market; other Market Participants opined that the proposal would incent increased Non-Spin participation by Loads.  
Mr. R. Jones noted that PRR650 was implemented to avoid depressing Balancing Energy (BE) prices, and as the current proposal has the potential to add MW, thereby again depressing prices, the approach  must be coupled with scarcity pricing in scarcity conditions to be effective.  Mr. R. Jones cautioned that the proposal threatens to provide normal prices in scarcity conditions. 
Mr. Ögelman moved the following:

Upon examination of the issues around PRR776, WMS finds that the BES Substitution and NSRS Deployment Floor Methodology proposal is a better alternative than PRR776.  In addition, WMS recommends that the ERCOT market move forward expeditiously with a shortage pricing mechanism similar to that proposed by the Independent Market Monitor.  WMS has concerns that are not resolved regarding the implementation of this proposed solution in relation to PRR776, and if the Impact Analysis for this alternative estimates a lengthy implementation period, a temporary alternative may be needed.  

Mr. Smith seconded the motion.  Market Participants discussed that the marked is damaged by the persistence of PRR650; that what is proposed in the motion may require several month’s work, and that scarcity pricing might be addressed in the interval; that the motion might incorrectly suggest that WMS is urging passage of PRR776; and that TAC would likely have the Impact Analysis in time for consideration.  The motion carried with four objections from the IPM (2), Investor Owned Utility (IOU), and Municipal Market Segments, and four abstentions from the Consumer, IPM (2), and IOU Market Segments.
SCR751, Nodal – Power Balance Shadow Price Cap (formerly titled “Nodal Shadow Price Cap”) (see Key Documents)
Isabel Flores presented SCR751 for WMS consideration, and noted that the item grants ERCOT the ability to implement a curve; and that the Transition Plan Task Force (TPTF) would like to review its results six months prior to nodal implementation.

Brandon Whittle moved to grant Urgent status to SCR751 and recommend its approval as amended by TPTF comments.  Ken Lindberg seconded the motion.  Market Participants discussed that SCR751 was to have been submitted at an earlier time and represents a change to the nodal system at the recommendation of the Independent Market Monitor; and that in implementing the curve, the curve cannot exceed the Shadow Price Cap.  The motion carried unanimously.  
Mr. Greer moved that the Impact Analysis for SCR751 be sent directly to TAC.  Mr. Ögelman seconded the motion.  Market Participants discussed that SCR751 would make hardware capable of accepting eventual policy decisions.  The motion carried unanimously.

TAC Assignment on Market Participant Survey  

Mr. Belk reported that no comments had been received from WMS regarding ERCOT’s Action Plan in response to the 2008 Market Participant survey, and that the review task could be considered completed.  There were no objections.  
Other Business

Mr. Belk appointed Jennifer Troutman to serve at the WMS representative to the Renewable Technologies Working Group (RTWG).  There were no objections.  
Adjournment

Mr. Belk adjourned the meeting at 4:15 p.m.
� Key Documents referenced in these minutes may be accessed on the ERCOT website at: � HYPERLINK "http://www.ercot.com/calendar/2008/11/20081119-WMS" ��http://www.ercot.com/calendar/2008/11/20081119-WMS� 
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