DRAFT
Wholesale Market Subcommittee (WMS) Meeting

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

Wednesday, March 24, 2010 – 9:30 a.m. – 4:15 p.m.

Attendance

Members:

	Belk, Brad
	LCRA
	

	Clemenhagen, Barbara
	Topaz Power
	

	Clevenger, Josh
	Brazos Electric Power Cooperative
	

	Cochran, Seth 
	Sempra
	

	Comstock, Read
	Direct Energy
	Alt. for M. McMurray/J. Taylor

	Cook, Dave
	Cirro
	

	Cox, Brad
	Tenaska Power Services
	Alt. for Curry Aldridge

	Gedrich, Brian
	NextEra Energy
	Alt. for Todd Kimbrough

	Goff, Eric
	Reliant Energy
	

	Greer, Clayton
	Morgan Stanley
	

	Grimes, Mike
	Horizon
	

	Hauk, Christine
	Garland Power & Light
	

	Jackson, Tom
	Austin Energy
	

	Jones, Brad
	Luminant
	Alt. for Randa Stephenson

	Lange, Cliff
	South Texas Electric Cooperative
	

	Maduzia, Franklin
	Dow Chemical
	

	Miller, Gary
	Bryan Texas Utilities
	

	Muñoz, Manuel
	CenterPoint Energy
	

	Ögelman, Kenan
	CPS Energy
	

	Schubert, Eric
	BP Energy
	Alt. for Judy Briscoe

	Randa Stephenson
	Luminant
	

	Torrent, Gary
	OPUC
	

	Troutman, Jennifer
	AEP Energy Partners
	

	Wagner, Marguerite
	PSEG Texas
	


The following proxy was assigned:

· Chris Brewster to Gary Torrent
Guests:

	Berend, Brian
	Stream Energy
	

	Bevill, Rob
	Green Mountain
	

	Blackburn, Don
	Luminant
	

	Boehneman, Robin
	Exelon
	

	Brandt, Adrianne
	Austin Energy
	

	Brelinsky, Mary Anne
	EDF Trading
	

	Brown, Jeff
	Shell Energy
	

	Carter, Kevin
	Duke Energy Ohio
	

	Coffing, Timothy
	Luminant
	

	Cornell, Rob
	B&V
	

	Detelich, David
	CPS Energy
	

	Jaussaud, Danielle
	PUCT
	

	Jones, Dan
	Potomac Economics
	

	Jones, Randy
	Calpine
	

	Kolodziej, Eddie
	Customized Energy Solutions
	

	Lane, Terry
	LS Power
	

	Lee, Jerry
	EPE
	

	Lookadoo, Heddie
	NRG Texas
	

	Morris, Sandy
	LCRA
	

	Nikazm, Tamila
	Austin Energy
	

	Pieniazek, Adrian
	NRG Texas
	

	Reid, Walter
	Wind Coalition
	

	Sandidge, Clint
	Sempra Energy Trading
	

	Schwarz, Brad
	E.ON
	

	Seymour, Cesar
	SUEZ
	

	Siddiqi, Shams
	LCRA
	

	Stewart, Roger
	LCRA
	

	Wittmeyer, Bob
	DB Energy
	


ERCOT Staff:

	Bauld, Mandy
	Via teleconference
	

	Coon, Patrick
	
	

	Dumas, John
	
	

	Flores, Isabel
	
	

	Hobbs, Kristi
	Via teleconference
	

	Landry, Kelly
	
	

	Levine, Jonathan
	
	

	Medina, Eric
	
	

	Nowicki, Len
	
	

	Seibert, Dave
	
	


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

Barbara Clemenhagen called the meeting to order at 9:30 a.m.  

Antitrust Admonition

Ms. Clemenhagen directed attention to the displayed ERCOT Antitrust Admonition and noted the need to comply with the guidelines.  Copies of the guidelines were available for review.

Approval of the Draft Meeting Minutes
Jennifer Troutman moved to approve the 2/22/2010 WMS meeting minutes as posted.  Brian Gedrich seconded the motion.  The motion carried with two abstentions from the Independent Power Marketer (IPM) and Investor Owned Utility (IOU) Market Segments.  
Antitrust Training

Dave Seibert provided antitrust training.

ERCOT Board and Public Utility Commission of Texas (PUCT) Updates
Ms. Clemenhagen reviewed revision requests approved at the 3/23/2010 ERCOT Board meeting.  She noted that the discussion of wind cost allocation was tabled to allow ERCOT to provide feedback on the feasibility of the proposed allocation methodologies.  Ms. Clemenhagen noted that on 3/4/2010, 6,272 Megawatts (MWs) of power was generated by Wind-powered Generation Resources (WGRs) and that this equated to 25% of the ERCOT Load at the time.  She noted that procurement of Non-Spinning Reserve Service by ERCOT has increased due primarily to the new Ancillary Services methodology instituted for 2010.  Ms. Clemenhagen noted that Jorge Bermudez, a former chief risk officer for Citigroup, Inc., was approved as a new independent ERCOT Board member.     
Ms. Clemenhagen described a presentation regarding ERCOT’s Long Term Planning Study.  She observed that the funding for the study was provided by the U.S. Department of Energy (DOE) and that the focus of the study was to review a technology neutral Ancillary Services framework and a long term transmission framework for the ERCOT grid.  She noted that the study is expected to be completed in 2013.  Marguerite Wagner requested that WMS review ERCOT’s application to the DOE regarding this study to determine if the application included a review of the impact of the proposed lines and the efficacy of an energy only market.  Ms. Clemenhagen agreed and remarked that she would request that an ERCOT representative provide WMS with this information at that next WMS meeting.  Ms. Clemenhagen requested that Kenan Ögelman bring this issue to the attention of the Technical Advisory Committee (TAC).                                                
Demand Side Working Group (DSWG) Report

Mary Anne Brelinsky presented a list of the 2010 DSWG goals and reviewed the status of each.  She noted that the group’s goal to report Load zone market prices via Inter-Control Center Communications Protocol (ICCP), and the goal to review the performance metrics for Load Resources within the Nodal Market are currently in progress, but that the group has not yet started work on the other goals.  Ms. Brelinsky provided a graphical representation of Load Acting as Resource (LaaR) responses to Verbal Dispatch Instruction (VDI) to deploy Responsive Reserve Service (RRS) for 1/9/2010.  She provided an update on Emergency Interruptible Load Service (EILS) procurement.  Ms. Brelinsky outlined DSWG work on a revision request addressing LaaR compliance and observed that the group is considering revision language that would disqualify a LaaR if it fails to meet its EILS requirements twice in a year.

Eric Goff moved to direct DSWG to draft protocol revision language that would align LaaR compliance Protocols in the Nodal Market with the penalties in the Zonal Protocols, including the penalty of removal of a LaaR from the LaaR program for six months.  
During discussion of the motion Market Participants concluded that more time must be dedicated to determining the appropriate methodology for ensuring LaaR compliance before directing DSWG to take action.
Mr. Goff withdrew the motion.
Ms. Brelinsky reviewed DSWG meeting dates for the year 2010 and noted that the next meeting will be 4/9/2010.  

QSE Managers Working Group (QMWG) Report

David Detelich advised that QMWG reviewed Nodal Protocol Revision Request (NPRR) 214, Wind-powered Generation Resource (WGR) High Sustained Limit (HSL) Update Process, and noted that this NPRR tells WGRs when to set their HSL and telemeter this information to ERCOT.  

Randa Stephenson moved to endorse NPRR214 as amended by the 3/16/10 Luminant comments.  Brian Gedrich seconded the motion.  The motion carried with two abstentions from the Independent Retail Electric Provider (IREP) and Consumer Market Segments.  

Mr. Detelich noted QMWG’s review of Protocol Revision Request (PRR) 833, Primary Frequency Response Requirement from Existing WGRs, and summarized recent comments including the 1/5/2010, E.On, 2/2/2010 Performance, Disturbance, Compliance Working Group (PDCWG), 2/2/2010 ERCOT, and 3/8/2010 QMWG comments.   Mr. Detelich opined that the 3/8/2010 QMWG comments were favorable to E.ON’s proposal for relays and to the modifications recommended by PDCWG and ERCOT.  He remarked that the 3/12/2010 Reliability and Operations Subcommittee (ROS) comments rejected E.ON’s proposal for relays and endorsed the 11/19/2009 Protocol Revision Subcommittee (PRS) Report as revised by ROS.                

Clayton Greer moved to recommend approval of PRR833 as revised by the 3/12/2010 ROS comments.  The motion was withdrawn after discussion.    See Wind Forecasting and Ancillary Service – Recent Events for additional discussion on PRR833.
Mr. Detelich noted that implementation of PRR830, Reactive Power Capability Requirements, continues.  He noted that some questions remain regarding registration of new units.  Regarding Wind Generation Resource Production Potential (WGRPP), Mr. Detelich observed that 44 of 83 WGRs are providing adequate meteorological data, and that of the 44 that are not, 21 of those WGRs are missing only one data point.  He posited that, regarding the WGRs that are consistently failing to provide sufficient data, enforcement through the Texas Reliability Entity may be necessary.  
Mr. Detelich noted that QMWG considered NPRR210, Wind Forecasting Change to P50, Synchronization with PRR841.  He stated that ERCOT had advised QMWG that NPRR210 was not likely to be implementable prior to the Texas Nodal Market Implementation Date (TNMID).  Mr. Detelich noted that, regarding Replacement Reserve Service (RPRS), ERCOT is drafting a revision request for de-selection of generation units based on changes to the Load forecast and that ERCOT is continuing work on a Market Notice.  Market Participants expressed concern that certain generation units could be de-selected after making financial commitments.  With regard to PRR811, Real Time Production Potential, Mr. Detelich observed that some WGRs have completed implementation and others are working with their vendors towards completion.  Mr. Detelich related that ERCOT will create a Three-Part Supply Offer for Reliability Must-Run (RMR) units in the Nodal Market and that ERCOT will produce a whitepaper on the subject.  He observed that the next QMWG meeting will be 4/13/2010.

Congestion Management Working Group (CMWG) Report
Isabel Flores noted that the results of the latest Competitive Constraint Test will be posted to the 3/31/2010 CMWG meeting page as soon as they are available.  Mr. Greer opined that ERCOT should be authorized to require the installation of system stabilizers or other such equipment at those generation units determined to be the source of congestion.  Dan Jones remarked that the greater problem is the need for investment in Competitive Renewable Energy Zones (CREZ).  Ms. Clemenhagen urged Market Participants with an interest in this issue to participate in CMWG meetings.  

Market Credit Working Group (MCWG) Report

Mr. Goff noted that MCWG discussed Day-Ahead Market (DAM) collateral requirements, loss mutualization, and accelerated DAM settlements at its last meeting.  He noted that work continues on the DAM short-pay fund.  Mr. Goff reviewed MCWG goals for 2010.  

ERCOT Ancillary Service Procurement Methodology Comparison Report

Mr. D. Jones stated that ERCOT re-cleared the RPRS market for 2/23/2010 and 2/24/ 2010 modifying the results produced by adjusting the RPRS hourly load forecast upward by the hourly net error.  Mr. D. Jones reviewed the net error adjustments and the RPRS results.  Mr. Goff posited that the results suggested that changes to the Ancillary Service methodology did not have a positive impact.  Josh Clevenger suggested that this issue be directed to the QMWG.  

Wind Forecasting and Ancillary Service – Recent Events

John Dumas presented information regarding the 01/28/2010 Out of Merit Energy (OOME) deployments.  Mr. Dumas reviewed the process followed by ERCOT system operators for offset calculation and a 01/28/2010 interval analysis indicating actions taken by ERCOT system operators on a 15-minute basis.  Market Participants inquired as to whether ERCOT would propose the addition of a ten minute Non-Spinning Reserve Service (NSRS) product prior to the start of the Nodal Market.  Mr. Dumas stated that it was not likely to be possible, but that he did not wish to rule out the possibility.  Ms. Clemenhagen suggested that discussions should begin in June 2010 on whether the 2010 Ancillary Service methodology can be amended to provide a better market resolution.  Market Participants resumed discussion of PRR833 and discussed authorizing ERCOT under certain circumstance to require WGRs to install alternate measures, such as over-frequency relays, that are technically feasible and would approximate Primary Frequency Response to Measurable Events.      

Mr. Greer moved to recommend approval of PRR833 as amended by the 3/12/10 ROS comments and as revised by WMS.  Christine Hauk seconded the motion.  The motion carried with two opposing votes from the Municipal and Independent Generator Market Segments, and four abstentions from the Municipal and IPM (3) Market Segments.                                   

NPRR206, Nodal Market Day-Ahead Market Credit Requirements

Tim Coffing presented Luminant’s proposal regarding “e” factors and percentiles for DAM credit requirements identifying Luminant’s recommendations for the values for “E3, E2, A, B, Y, Z and D” in the credit formulas.  He recommended that the logic for the initial 60 day period after TNMID be “ultra-conservative” and that after the initial 60 days of the Nodal Market the logic be “conservative.”  Market Participants reviewed each of the variables identifying their individual affects on the formula noting that the desired goal of NPRR206 is to reduce over-collateralization of the Nodal Market.  

Shams Siddiqi reviewed the compromise proposal regarding “e” variables and percentiles and noted that Luminant, CPS Energy and ERCOT had made contributions to the proposal.  Mr. Siddiqi stated that a significant aspect to the compromise proposal was that a Counter-Party could qualify for more favorable treatment with regard to their collateral requirements in the Day-Ahead Market (DAM) if they followed the steps required under the proposal.  He observed that the compromise proposal provided for three periods, each with different values for variables and percentiles.  For the first 14 days of DAM, Mr. Siddiqi identified the value for each of the variables and explained that all percentiles would be based on corresponding zonal prices over the previous 30 days of the zonal market.  Mr. Siddiqi then identified the values for the variables for the following 46 days of DAM, and stated that all percentiles would be based on Nodal prices over the previous 30 days, or since the start of Nodal Market.  In conclusion, Mr. Siddiqi identified the values for variables and percentiles for the period after 60 days of DAM and again explained that a Counter-Party could qualify for more favorable parameters.  He identified the following steps and caveats to such favorable treatment:
1. Inform ERCOT of typical seasonal ranges for the following items:

a. Quantity of DAM Energy Bids

b. Quantity of DAM Energy-Only Offers

c. Fraction of DAM Energy Bids that are tied to hedging Load or bilateral obligations.
d. Fraction of DAM Energy-Only Offers that are backed by actual generation or bilateral energy purchases.

2. Notify ERCOT of changes to the following values at least seven days in advance of when such changes become effective:

a. Quantity of DAM Energy Bids that is expected to be 100MW and 5% above or below past 30 days average cleared DAM Energy Bids;

b. Fraction of DAM Energy Bids tied to hedging load or bilateral obligations being more than 0.02 (and 40MW) lower than the typical fraction for that season;

c. Quantity of DAM Energy-Only Offers that is expected to be 100MW and 5% above or below past 30 days average cleared DAM Energy Bids;

d. Fraction of DAM Energy-Only Offers backed by actual generation or bilateral energy purchases being more than 0.02 (and 40MW) lower than the typical fraction for that season.

3. ERCOT may change the triggers for providing information (as described in 2. a- d above) to ensure reasonable levels of information are obtained (posted at least 7 days before requirement becomes effective).

4. ERCOT may, but is not required, to use information provided to re-evaluate all parameters and may change any parameter with at least 2 days notice.   In addition, ERCOT may, in its sole discretion, adjust “e” variables for other risks as they are identified.    

5. If ERCOT determines that information provided to ERCOT is erroneous or that ERCOT has not been notified of required changes, ERCOT may set all parameters for the Counter-Party to the default values with a possible multiplier on the "e1" variable, at ERCOT's sole discretion, for a period of not less than 7 days and until ERCOT is satisfied that the Counter-Party is complying with the rules for more favorable treatment.

Market Participants expressed the consensus that identifying the variables and percentiles for the three different time periods was valuable, but noted doubts concerning the favorable treatment portion of the compromise proposal.  Ms. Clemenhagen directed that a Special WMS meeting would be called for 3/30/2010 to determine the details of the favorable treatment portion of the compromise proposal.  

Mr. Ögelman moved to table the discussion of NPRR206, and the compromise proposal, until the start of the Special WMS meeting.  Randa Stephenson seconded the motion.  The motion carried unanimously.  
Verifiable Cost Working Group (VCWG) Report
Heddie Lookadoo noted that VCWG continued its work on an NPRR to institute standardized costs for Operations and Maintenance (O&M).  She reviewed the details of the draft NPRR and a standard costs table indicating the dollar amounts for start-up and the amounts per MW hour (MWh) for various types of generation units.  Ms. Lookadoo observed that VCWG needed guidance regarding whether a QSE should be allowed to elect standard O&M costs (option one), or be required to submit verifiable O&M costs (option two), when the QSE is notified by ERCOT that it must update its verifiable costs because it has received greater than 50 RUC instructions in one year.  Mr. Clevenger expressed concern that the standardized costs for combine-cycle plants as indicated in the table were ambiguous.  He recommended that VCWG review these figures and provide clarification.  Mr. Ögelman observed that some Market Participants have already submitted verifiable costs, and inquired as to the affect of approval of this NPRR on those submissions.  

Mr. Greer moved to endorse option one to allow QSEs to elect standard O&M costs, and to direct VCWG to submit comments to WMS regarding the combined-cycle issue and the issue of previously submitted verifiable costs.  Ms. Wagner seconded the motion.  The motion carried with two opposing votes from the Municipal and Cooperative Market Segments, and one abstention from the IREP Market Segment.
Draft NPRR: Multiple Interconnections for Generators
This agenda item was not discussed due to time constraints.

Update on NPRR091, Scarcity Pricing and Mitigated Offer Cap During the Period Commencing on the Texas Nodal Market Implementation Date (TNMID) and Continuing for a Total of 45 Days
Ms. Clemenhagen noted that PUCT would be filing a ruling regarding NPRR091 that will provide guardrails for implementation.  She noted that Luminant filed comments on NPRR091 providing three options for dealing with fuel oil, but that ERCOT can only institute one of them.  Market Participants discussed the process for filing a dispute as provided in the 2/23/10 Luminant comments and added additional explanatory language.  Mandy Bauld observed that ERCOT is comfortable with the outlined dispute process, but requested that documentation supporting such disputes should be as measured by Real-Time metered generation.  Market Participants agreed that the additional clarification suggested by Ms. Bauld was beneficial.            

Mr. Greer moved to endorse NPRR091 as amended by the 2/23/10 Luminant “Option 3” comments and as revised by WMS.  Ms. Troutman seconded the motion.  The motion carried with one abstention from the IOU Market Segment.

NPRR 211, Nodal Reliability Unit Commitment (RUC) Capacity Short Charge Discussion
Ms. Stephenson noted the WMS notes from the 2/22/2010 Special WMS meeting regarding NPRR211.  She stated that the notes of that meeting modified comments previously submitted by Luminant.
Ms. Stephenson moved to endorse NPRR211 as revised by WMS.  Mr. Greer seconded the motion.  The motion carried with one abstention from the Independent Generator Market Segment.  

Quick Start Task Force (QSTF) Report

Mark Patterson provided information regarding the impact to ERCOT systems of NPRR207, Hour Start Unit De-selection and Half Hour Start Unit RUC Clawback.  He noted that ERCOT continues work on creating the system operator displays required by the hour start unit de-selection portion of NPRR207 and expects the work to be completed in approximately one week.  Mr. Patterson remarked that ERCOT has determined that the displays are necessary and that ERCOT intends to institute them prior to Nodal Market implementation regardless of the outcome of NPRR207.  Ms. Clemenhagen suggested that NPRR207 be bifurcated and that the portion of NPRR207 regarding the half hour start unit RUC claw-back be struck because ERCOT has advised that this portion of the NPRR cannot be instituted prior to the Texas Nodal Market Implementation Date (TNMID).  
Brad Belk moved to split the Hour Start Unit deselection and the Half-Hour Start Unit RUC Clawback concepts into two separate but linked NPRRs to enable ERCOT to implement the deselection portion by the TNMID and the RUC Clawback language as soon as possible but not necessarily by the TNMID. Mr. Goff seconded the motion.  The motion carried unanimously.
Ms Clemenhagen directed QSTF to begin work on an NPRR that will address the issue of Half Hour Start Unit RUC Clawback, and to address the development of ten-minute NSRS.

Generation Adequacy Task Force (GAFT) Report
Adrian Pieniazek observed that the ERCOT Board remanded the GATF Report to TAC so that GATF could provide further information regarding the addition of new generation units to the ERCOT market.
Adjourn

Ms. Clemenhagen adjourned the meeting at 4:42 p.m.
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