Wholesale Market Subcommittee (WMS) Meeting

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

Wednesday, January 20, 2010 – 9:30 a.m. – 4:00 p.m.

Attendance

Members:

	Belk, Brad
	LCRA
	

	Briscoe, Judy
	PB Energy
	

	Bruce, Mark
	NextEra Energy
	Alt. for Todd Kimbrough

	Carpenter, Jeremy
	Tenaska
	Alt. for Curry Aldridge

	Clemenhagen, Barbara
	Topaz Power
	

	Cochran, Seth 
	Sempra
	

	Cook, Dave
	Cirro
	

	Emery, Keith
	Tenaska
	

	Goff, Eric
	Reliant Energy
	

	Greer, Clayton
	Morgan Stanley
	

	Grimes, Mike
	Horizon
	

	Hauk, Christine
	Garland Power & Light
	

	Jackson, Tom
	Austin Energy
	

	Johnson, Eddie
	Brazos Electric Power Cooperative
	Alt. for Josh Clevenger

	Lang, Cliff
	South Texas Electric Cooperative
	

	Maduzia, Franklin
	Dow Chemical
	

	McMurray, Mark
	Direct Energy
	

	Miller, Gary
	Bryan Texas Utilities
	

	Moss, Steven
	First Choice Power, LP
	

	Muñoz, Manuel
	CenterPoint Energy
	

	Ögelman, Kenan
	CPS Energy
	

	Smith, Mark
	Chaparral Steel
	

	Randa Stephenson
	Luminant
	

	Taylor, Jennifer
	StarTex Power
	

	Torrent, Gary
	OPUC
	

	Troutman, Jennifer
	AEP Energy Partners
	

	Wagner, Marguerite
	PSEG Texas
	


The following proxy was assigned:

· Jennifer Taylor to Eric Goff

Guests:

	Ashley, Kristy
	Exelon
	

	Burke, Tom
	Luminant
	

	Brandt, Adrianne
	Austin Energy
	

	Brelinsky, Mary Anne
	EDF
	

	Burke, Tom
	Luminant
	

	Chowdhury, Ahsan
	Crescent Power
	

	Davies, Morgan
	Calpine
	

	Detelich, David
	CPS Energy
	

	Hellinghausen, Bill
	Eagle Energy Partners
	

	Jones, Brad
	Luminant
	

	Jones, Dan
	Potomac Economics
	

	Jones, Randy
	Calpine
	

	Kolodziej, Eddie
	Customized Energy Solutions
	

	Lane, Terry
	LS Power
	

	Lee, Jerry
	EPE
	

	McPhee, Eileen
	City of Eastland
	

	Morris, Sandy
	LCRA
	

	Nikazm, Tamila
	Austin Energy
	

	Oswalt, Vicki
	OPUC 
	

	Pieniazek, Adrian
	NRG Texas
	

	Reid, Walter
	Wind Coalition
	

	Sandidge, Clint
	Sempra Energy Solutions
	

	Schwarz, Brad
	E.ON Climate and Renewables
	

	Seymour, Cesar
	SUEZ
	

	Siddiqi, Shams
	LCRA
	

	Stewart, Roger
	LCRA
	

	Wittmeyer, Bob
	DME
	

	Wagner, Marguerite
	PSEG TX
	


ERCOT Staff:

	Anderson, Cory
	
	

	Coon, Patrick
	
	

	Flores, Isabel
	
	

	Landry, Kelly
	
	

	Levine, Jonathan
	
	

	Murray, Doug
	
	


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

Patrick Coon called the meeting to order at 9:34 a.m. 

Antitrust Admonition

Mr. Coon read the ERCOT Antitrust Admonition.  Copies of the guidelines were available for review.

WMS Leadership Election

Kelly Landry reported that the method for electing WMS leadership must be selected, and reviewed the following proposed process: 

Election Process:

· Open floor for nominations for chair. 

· Close nominations for chair. 

· Vote on nominations for chair. 

· Voting: 

· Use ballots if more than one candidate, or if requested by WMS member.

· One vote per Entity. 

· Simple majority of votes wins (51%).

· If no simple majority is reached, take top two candidates and conduct another vote.  Continue until simple majority reached or acclamation of WMS.

· Open floor for nominations for vice chair. 

· Close nominations for vice chair. 

· Vote on nominations for vice chair (see voting above).

Brad Belk moved to approve the WMS leadership election process as proposed by Mr. Landry.  Marguerite Wagner seconded the motion.  The motion carried unanimously.  

Mr. Landry opened the floor for nominations for Chair of WMS.

Ms. Wagner nominated Barbara Clemenhagen for 2010 WMS Chair.  Ms. Clemenhagen accepted the nomination.  There were no other nominations for Chair.  Ms. Clemenhagen was elected as 2010 WMS Chair by acclamation.  

Randa Stephenson nominated Jennifer Troutman for 2010 WMS Vice Chair.  Ms. Troutman accepted the nomination.  There were no other nominations for Vice Chair.  Ms. Troutman was elected 2010 WMS Vice Chair by acclamation.  

Approval of Draft WMS Meeting Minutes (see Key Documents)

Kelly Landry noted that no comments had be received on the draft December 16, 2009 WMS meeting minutes.  

Gary Torrent moved to approve the December 16, 2009 meeting minutes as presented.  Christine Hauk seconded the motion.  The motion carried with one abstention from the Independent Generator Market Segment.  

ERCOT Board of Directors (ERCOT Board), Technical Advisory Committee (TAC), and Public Utility Commission of Texas (PUCT) Meeting Update

TAC Update

Ms. Clemenhagen noted that Brad Jones was elected as the Chair of TAC for 2010, and that Kenan Ögelman was elected as Vice Chair.  She advised that TAC tabled Nodal Protocol Revision Request (NPRR) 091, Scarcity Pricing and Mitigated Offer Cap During the Period Commencing on the Nodal Market Implementation Date and Continuing for a Total of 45 Days, Protocol Revision Request (PRR) 833, Primary Frequency Response Requirement from Existing WGRs, and the White Paper on Multiple Interconnections for Generators.  She also noted TAC recommendation for approval of the following PRRs and NPRRs, and TAC approval of the following Operating Guide Revision Requests (OGRRs), Nodal Operating Guide Revision Requests (NOGRRs), System Change Requests (SCRs) and Commercial Operations Market Guide Revision Requests (COPMGRRs):

· PRR842, Addition of Generic Startup Cost and Minimum Energy Cost for Diesel

· PRR811, Real Time Production Potential

· NPRR202, Clarification of Network Operations Model and State Estimator Postings.     

· NPRR197, Section 21, Synchronization of Zonal Protocols

· NPRR194, Synchronization of Zonal Unannounced Generation Capacity Testing Process

· NPRR181, FIP Definition Revision

· NPRR169, Clarify the Calculation and Posting of LMPs for the Load Zone and LMPs for each Hub

· NPRR164, Resubmitting Ancillary Service Offers in SASM

· NPRR153, Generation Resource Fixed Quantity Block

· NPRR131, Ancillary Service Trades with ERCOT

· OGRR223, Real Time Production Potential

· NOGRR029, Synchronization of OGRR224, Special Protection System (SPS) Operations under No Contingency

· SCR755, ERCOT.com Website Enhancements were approved by TAC

· COPMGRR015, Creating Section 8, ERCOT Settlement and Invoice Process.        

ERCOT Board Update

Ms. Clemenhagen noted that the ERCOT Board confirmed its members for 2010, including Trip Doggett as ERCOT Interim Chief Executive Officer (CEO).  She observed that the ERCOT Board confirmed Mr. B. Jones as Chair and Mr. Ögelman as Vice Chair of TAC.  Ms. Clemenhagen remarked that ERCOT set an all time winter peak for energy usage on January 8, 2010.  She noted that the ERCOT Nodal Contingency Fund contains $105 million, up from $58 million, and that this is a positive statement regarding the status of the Nodal project.  Ms. Clemenhagen noted that the ERCOT Board approved PRRs 832, 811, and 842 as well as NPRRs 131, 153, 164, 181, 194, 197, and 202.    

WMS Goals

Ms. Clemenhagen displayed WMS 2010 goals as they were presented to TAC January 6, 2010.  Market Participants discussed amendments to the goals.  Consensus was obtained on the following list:

· Nodal Market Transition

· Market Participant readiness

· Transmission Congestion Right (TCR) to Congestion Revenue Right (CRR) Transition

· Nodal Protocol traceability

· Nodal parking deck

· Nodal test evaluation

· Nodal verifiable cost methodology

· Consideration of necessary zonal market changes

· Review of generation adequacy in ERCOT

· Market Issues Related to:

· Credit

· Emergency Interruptible Load Service (EILS)

· Reliability and Ancillary Service Dispatch impact on energy markets

· Market event evaluation

· Advance Meters and other Demand response in Ancillary Service and energy markets

· Load acting as resource (LaaR) Responsive Reserve Service (RRS) performance penalty

· Wind and related renewable technology integration

· Criteria in Nodal for supplying Ancillary Service, energy and capacity markets

· Power Storage Devices

· Integration of quick-start Resources into Nodal

Eric Goff moved to approve the WMS 2010 goals as amended by WMS.  Ms. Troutman seconded.  The motion carried unanimously.

Congestion Management Working Group (CMWG)

Election of CMWG Leadership

Ms. Wagner provided an update on CMWG activities noting that the group elected her as CMWG Chair and Mr. Goff as Vice Chair.  Ms. Wagner requested WMS approve CMWG leadership.  

Clayton Greer moved to approve Ms. Wagner as CMWG Chair and Mr. Goff as Vice Chair.  Mr. Ögelman seconded.  The motion carried unanimously.       

CMWG 2010 Goals

Ms. Wagner noted that CMWG’s recommendation for its 2010 goals included review of the Nodal Competitive Constraint Test (CCT), Pre Contingency Action Plans (PCAPs), 2011 Commercially Significant Constraints (CSCs), and identification of who will be completing the bus mapping for Load Zones for Nodal.           

Operational Insights

Ms. Wagner reviewed the recent voltage issues related to the North to Houston constraint and the Voltage Stability Analysis Tool (VSAT).  Isabel Flores explained that the issue was due to operator interpretation of somewhat limited VSAT analysis of the voltage stability problem.  Shams Siddiqi requested that ERCOT include an identification of the actual bus when ERCOT provides Market Participants with a description of efforts to resolve constraints.  Ms. Flores noted that such identification should be possible going forward.  

Randy Jones inquired as to whether the stability problem was a legitimate voltage support problem, or whether it was merely difficulty associated with interpretation of the VSAT.  Ms. Flores opined that the problem was a legitimate voltage support issue, but that she will confirm.  Ms. Clemenhagen requested that Ms. Flores send a message to the WMS E-mail distribution list with answers to Mr. Siddiqi’s and Mr. Jones’ questions.  Ms. Flores agreed.

Ms. Wagner noted that the Yellow Jacket Phase Shifter has not yet become operational but that she would continue to communicate with the Transmission Operator to keep abreast of the situation.  Ms. Flores noted that the operational date has been moved to the end of January 2010.    

PCAPs      

Ms. Wagner presented an update regarding discussions of PCAPs at the previous CMWG meeting.  Ms. Stephenson requested that the next CMWG meeting include a discussion of requirements under ERCOT Protocols and North American Electric Reliability Corporation (NERC) Standards regarding the difference between PCAPs and Special Protection Systems (SPSs), specifically related to timing.  Ms. Wagner agreed.  Ms. Flores requested that any processes that are defined by stakeholder groups address only economic PCAPs and not those related to reliability.  She stated that PCAPs associated with reliability fall entirely within ERCOT processes.  Ms. Stephenson noted her understanding that CMWG was specifically supposed to be addressing PCAPs associated with reliability.  Ms. Clemenhagen noted that she would request guidance from TAC on this issue, as well as other transmission issues.             

CCT

Ms. Wagner noted that CMWG concluded that the annual process for determining Competitive Constraints would likely mimic Commercially Significant Constraints (CSCs) in time and effort.  Ms. Wagner noted that CMWG proposed that ERCOT recommend a list of Competitive Constraints directly to TAC for the monthly process.  She further noted that the recommendation by CMWG would allow only mid-year changes to existing Competitive Constraints.                    

Demand Side Working Group (DSWG)

Election of DSWG Leadership

Mary Anne Brelinsky provided an update on DSWG activities noting that the group elected her as DSWG Chair and Nelson Nease and Timothy Carter as Co-Vice Chairs.  Ms. Brelinsky requested WMS approve DSWG leadership.  

Ms. Stephenson moved to approve Ms. Brelinsky as DSWG Chair and Mr. Nease and Mr. Carter as Co-Vice Chairs.  Judy Briscoe seconded.  The motion carried unanimously.       

DSWG 2010 Goals

Ms. Brelinsky noted that DSWG completed its 2009 goal regarding NERC Demand Response Registration, and the goal to clarify LaaR performance standards.  She noted that three of DSWG’s goals are recommended for restatement for 2010 including the goal regarding Security Constrained Economic Dispatch (SCED) and Reliability Unit Commitment (RUC) Load participation, the goal to provide a performance evaluation of Load Resources under Nodal Protocols, and the goal to provide 4CP and price responsive Load analysis.  Ms. Brelinsky stated that the goal to provide an Extensible Markup Language (XML) Notice for LaaR and EILS events was canceled.  

Draft PRR, LaaR Compliance

Ms. Brelinsky reviewed the procedural history of Draft PRR, LaaR Compliance.  She noted DSWG concluded that consensus could not be obtained regarding the determination of the party at fault under paragraph (1)(c) of the proposed revision of Protocol Section 6.10.5.4, Responsive Reserve Services Deployment Performance Monitoring Criteria.  She stated that DSWG awaits further instructions from WMS on this issue.  Ms. Clemenhagen noted that DSWG should be prepared to continue discussion of this issue and that more specific guidance should be forthcoming from TAC and WMS.                        

EILS

Ms. Brelinsky reviewed settlement and payout information for EILS for the contract period of June through September 2009.  She reviewed the schedule for the February through May 2010 contract period.  Paul Wattles reviewed a draft Market Notice describing the results of the procurement of EILS for the February through May 2010 contract period.  He noted that the headline of the Market Notice was that most all procurement numbers were down.  He opined that the cause for the downturn was associated with some resources being suspended from potential selection for previously being unable to meet their requirements.  Mr. Wattles noted that ERCOT management decisions also played a role in the downturn in procurement of EILS.  Market Participants requested, with regard to providers of EILS, that Mr. Wattles provide a breakdown of EILS capacity indicating which is supported by back-up generation and which is not.  Mr. Wattles agreed.                 

Metering Working Group (MWG)

No MWG update was provided to WMS.

Market Credit Working Group (MCWG)

Election of DSWG Leadership

Morgan Davies provided an update on MCWG activities noting that the group elected him as MCWG Chair and Mr. Goff as Vice Chair.  Mr. Davies requested WMS approve MCWG leadership.  

Ms. Troutman moved to approve Mr. Davies as MCWG Chair and Mr. Goff as Vice Chair.  Mr. Greer seconded.  The motion carried unanimously.       

Draft NPRR, Day-Ahead Market (DAM) Settlement Acceleration and Uplift Methodology

Mr. Davies noted that the draft NPRR would cover expanded loss mutualization for the entire market, as well as an accelerated DAM.  He noted that Mr. Siddiqi has been working on a draft and that it is expected to be available for review by Market Participants prior to the February 17, 2010 WMS meeting.  

Nodal Short-Pay Fund Methodology

Mr. Davies stated that an open issue remains regarding whether Market Participants may maintain ownership of financial interests in the fund.  He noted that Mr. Greer has been tasked with establishing a group of Market Participants to address this issue.  Mr. Davies commented that he expected a recommendation from the group would be completed prior to the February 17, 2010 WMS meeting.  

DAM Collateral Requirements      

Mr. Davies noted some Market Participant concern that the current collateral requirements for Qualified Scheduling Entities (QSEs) to participate in the DAM are based on potential offers and bids and not what will actually be cleared through the market, which may discourage Market Participants from participation in the DAM and increase the risk of default.  Ms. Stephenson presented NPRR206, Nodal Market Day-Ahead Market Credit Requirements, to WMS to address this concern.  

Tom Burke provided a presentation in favor of NPRR206.  He explained that the mechanics of NPRR206 collateralizes bids to buy energy, which are likely to be struck, at a price level at which bids have recently cleared instead of the bid amount.  He stated that offers to sell energy, which are likely to be accepted, would result in an exposure reduction of the QSE’s available credit based on the Settlement Point Price over the previous month instead of the amount of the offer.     

Mr. Siddiqi provided a presentation in opposition to NPRR206 describing perceived problems with the NPRR.  He commented that NPRR206 provides credit instead of requiring it for the DAM Energy-Only Offers, that it significantly reduces collateral requirements for DAM Energy Bids in the absence of any offsetting DAM Energy Offer, and requires no collateral for Congestion cost exposure for DAM Energy Bids and DAM Energy Offers at different locations.  

Market Participants reviewed the pros and cons of Mr. Burke’s and Mr. Siddiqi’s presentations.  Ms. Stephenson remarked that NPRR206 would require a system change and that time is short for getting it approved and implemented prior to the Texas Nodal Market Implementation Date (TNMID).  Ms. Clemenhagen noted that NPRR206 was not noticed for a vote and therefore without a motion to waive notice, NPRR206 could not be endorsed by WMS.

Mr. Greer moved to waive notice for a vote endorsing the concept of NPRR206.  Mark McMurray seconded.  The motion carried unanimously.                     

Mr. Greer moved to endorse the concept of NPRR206 as submitted.  Mr. McMurray seconded.  The motion carried with five opposing votes from the Municipal (3) and Cooperative (2) Market Segments, and five abstentions from the Investor Owned Utility (IOU) (2), Consumer (2), and Independent Power Marketer (IPM) Market Segments.        

Mr. Goff noted that MCWG is still working on its 2010 goals.  

Verifiable Cost Working Group (VCWG)

Election of VCWG Leadership

Heddie Lookadoo provided an update on VCWG activities noting that the group elected her as VCWG Chair and Ian Davis as Vice Chair.  Ms. Lookadoo requested WMS approve VCWG leadership.

Mr. Goff moved to approve Ms. Lookadoo as VCWG Chair and Mr. Davis as Vice Chair.  Mr. Greer seconded.  The motion carried unanimously.

Nodal Verifiable Cost Alternatives

Ms. Lookadoo noted that VCWG is continuing to review data to come up with a standard Operations and Maintenance (O&M) cost in dollars per start-up and dollars per megawatt hour (MWh).  

Proxy Heat Rate

Ms. Lookadoo noted that VCWG concluded that the current use of daily average of pricing to determine heat rate is sufficient until data can be collected on RUC instructions after Nodal implementation.  She stated that VCWG recommends that a review of commitments in Day-Ahead RUC (DRUC) and Hourly RUC (HRUC) after the first three months of Nodal be conducted to determine if the proxy heat rate should be changed from a daily average to an off-peak average.  

Draft NPRR, Fuel Oil Price (FOP) Dispute Language

Ms. Lookadoo stated that the draft NPRR allows for the recovery of the difference between FOP and actual cost.  She noted that documentation of the difference in cost must reflect a purchase of replacement fuel oil within seven Business Days of the fuel burn.  Ms. Clemenhagen noted that the NPRR was not noticed for a vote.  Market Participants discussed the possibility of VCWG submitting this NPRR on behalf of WMS.  Mr. Belk noted that it would be a highly unusual occurrence for a working group to submit a revision request.  Mr. Ögelman agreed to submit the NPRR on behalf of CPS Energy.            

Proxy Offer Curve

Ms. Lookadoo stated that the proxy Energy Offer Curve used to calculate the Real-Time Average Incremental Energy Cost (AIEC) will result in a negative average cost for energy.  She stated that AIEC in the RUC formula is designed to allow the Resource to retain the cost incurred to generate above its Low Sustained Limit (LSL).  She noted that a negative cost will increase the revenue deducted form the RUC guarantee and that increasing the revenue would result in lowering the Make Whole Payment and possibly subjecting the QSE to a claw-back charge.  Ms. Lookadoo remarked that ERCOT intends to bring this issue before the Nodal Advisory Task Force (NATF).  Ms. Clemenhagen noted that NATF is the appropriate place for discussion of this issue.  Ms. Lookadoo noted that the next VCWG meeting would be February 10, 2010.      

QSE Managers Working Group (QMWG)

Election of QMWG Leadership

David Detelich provided an update on QMWG activities noting that the group elected him as QMWG Chair and Jeremy Carpenter as Vice Chair.  Mr. Detelich requested WMS approve QMWG leadership.

Mr. Goff moved to approve Mr. Detelich as QMWG Chair and Mr. Carpenter as Vice Chair.  Ms. Wagner seconded.  The motion carried unanimously.
Review 30 minute NSRS deployments

Mr. Detelich noted that there were three deployments of NSRS in December 2009 on December 1st, 9th, and 12th.  He stated that these deployments were triggered by the adjusted Responsive Reserve falling below 2500 MWs.    

WGRPP Forecast Accuracy Update 

Mr. Detelich noted that QMWG is looking for Market Participants to volunteer to perform various forecast calculations that have previously been conducted by ERCOT, in an effort to relieve ERCOT Staff from this responsibility.  He noted that the raw data would continue to be supplied by ERCOT.  

Zonal RPRS De-selection Procedure

Mr. Detelich noted that the draft Market Notice describing Replacement Reserve Service (RPRS) de-selection was not produced by ERCOT in time for the last QMWG meeting and therefore QMWG has not yet been able to review the Market Notice.  Mr. Greer opined that implementation of zonal RPRS unit de-selection is bad policy.  Dan Jones disagreed and stated that he would request ERCOT provide a Protocol interpretation to determine the intent of zonal Protocol Sections 5.6.6.2, General Procedures Prior to EEA Operations, and 6.7.4, Deployment of Non-Spinning Reserve Service.  Ms. Flores stated that ERCOT would provide the market with 10 days’ Notice prior to implementation.              

PRR841, Revise Total ERCOT Wind Power Forecast (TEWPF)

Mr. Detelich noted that PRR841 was on the Protocol Revision Subcommittee (PRS) meeting agenda for January 21, 2010, and that the QMWG reviewed it at its last meeting.  He noted that ERCOT provided minor comments regarding the title.  Mr. Detelich stated that QMWG recommended that WMS endorse PRR841 as amended by the 12/22/09 ERCOT comments.  

Mr. Goff moved to recommend approval of PRR841 as amended by the 12/22/09 ERCOT comments.  Ms. Troutman seconded.  The motion carried unanimously.      

Load Forecasting Accuracy 

Mr. Detelich noted that QMWG is also requesting volunteers to assist with Load forecasting calculations in an effort to relive ERCOT personnel from this duty.  Mr. Detelich stated that QMWG has assembled a list of questions and topics for a Load Forecasting Workshop.  He requested that the WMS Chair take the list to TAC and a request the workshop.  Market Participants suggested that ERCOT schedule this workshop.  Mr. Coon agreed to schedule the workshop.  

Mr. Goff noted that QMWG has requested that ERCOT provide Market Participants with the Load forecast bias data.  He noted that ERCOT previously agreed to provide this information in spreadsheet form.  Ms. Clemenhagen requested that ERCOT look into providing this data in a manner that would not require a system change and to advise WMS.  Mr. Coon agreed.  

Definition of Wind-powered Generation Resource (WGR)

Mr. Detelich noted that reviewing the definition of WGR was an assignment from TAC.  He observed that the term Aggregated Wind Resource (AGWR) has been developed to include a grouping of virtual units for testing purposes.  Mr. Detelich stated that QMWG would be reviewing a draft OGRR from Walter Reid at the next QMWG meeting.  He stated that the current definition of WGR should continue to be used for settlement purposes.  Mr. Detelich remarked that some Market Participants have inquired as to how many new WGRs, and what implementation issues, will be created by the new definition of WGR.  He stated that a new task force might be necessary to address these questions.            

SCR757, Real-Time Wind Production by Zone

Mr. Detelich noted that QMWG was charged with reviewing SCR757 to determine whether adjustment was necessary for Nodal implementation.  He noted that QMWG discussed the manner in which the data could be divided and organized and that members are to return to the next meeting with suggestions.    

PRR833, Primary Frequency Response Requirement from Existing WGRs

Mr. Detelich stated that QMWG reviewed comments to PRR833 from E.ON and NextEra.  He noted that QMWG reviewed issues regarding how to select turbines for relays, and operational and scheduling issues.  He stated that the Performance, Disturbance, Compliance Working Group (PDCWG) has been asked to provide comments to PRR833.  Ms. Clemenhagen stated that WMS should have a final recommendation to TAC at its April 8, 2010 meeting.         

Draft PRR: Decommitment process for RUC

Mr. Detelich noted that QMWG took no action on this issue.

NPRR091, Scarcity Pricing and Mitigated Offer Cap During the Period Commencing on the Nodal Market Implementation Date and Continuing for a Total of 45 Days

Ms. Clemenhagen noted that NPRR091 has been tabled at TAC.  Ms. Stephenson opined that there is not currently a power imbalance cap for Nodal and not a DAM bid-side cap.  She stated that WMS might want to weigh in on these issues going forward.  Mr. D. Jones commented that there is a power imbalance penalty described in a document addressing transmission constraints and power imbalance approved by TAC in November 2008.  He further noted that SCR751, Nodal – Power Balance Shadow Price Cap Curve for SCED, also provides for a power imbalance cap.  Ms. Clemenhagen agreed to reiterate these concerns at the next TAC meeting.            

Generation Adequacy Task Force (GATF) 

Adrian Pieniazek noted that the GATF Report, recommending changes to ERCOT capacity, Demand and reserves, is complete.  Ms. Clemenhagen stated that there has not been sufficient time for Market Participant review of this report and that a vote on it should be delayed until the February 17, 2010 WMS meeting.  Mr. Pieniazek reviewed GATF recommendations regarding the Loss of Load Probability (LOLP) study.  He noted that the study year will be 2012, and that transmission topology will be modeled in a “single node” arrangement.  Mr. Pieniazek observed that solar generation would not be modeled in this LOLP study.  He stated that GATF has recommended that EILS be included in the reserve market calculation and he reviewed the methodology for such inclusion.  With regard to recommendations for Capacity Demand Reserve (CDR), Mr. Pieniazek commented that GATF recommends utilization of Resource Asset Registration Form (RARF) data.  He stated that, with regard to new unit additions, GATF will develop a Protocol revision that will require Generation entities that already have a Standard Generation Interconnection Agreement (SGIA) and an air permit to annually submit an affirmative declaration that the SGIA and air permit, and the in-service dates referenced in those documents are accurate.                   

Wind Cost Allocation Task Force (WCATF)

Ms. Troutman noted that at its January 8, 2010 meeting, WCATF reviewed four potential types of reliability credits, and began discussions of a proposal for incremental allocation of Ancillary Service costs caused by usage of wind generation.  She advised that WCATF reached the consensus that a final resolution of wind cost allocation would need to be implemented after the TNMID due to impacts on ERCOT resources.  Ms. Troutman stated that the next steps for WCATF are to finalize a recommendation to WMS for reliability credits, and to review examples of the calculation of the proposed incremental allocation methodology.  Ms. Troutman remarked that WCATF intends to have recommendations for a WMS vote in February 2010.       

Nodal Parking Deck

Discussion of this topic was postponed the February 17, 2010 WMS meeting.

Quick Start Task Force (QSTF)

QSTF did not provide an update to WMS.

Multiple Interconnections for Generators Task Force (MIGTF)
MIGTF did not provide an update to WMS.

Renewable Technology Working Group (RTWG)

RTWG did not provide an update to WMS.

Other Business

Mr. Greer stated that Market Participants should discuss products that are traded bi-laterally in the Nodal Market and when such trades should be scheduled.  Mr. Greer noted that, in many cases, Nodal Protocols do not address a specific time when certain trades can occur.  He noted that a Nodal Protocol change would likely be necessary to correct this oversight.  Ms. Clemenhagen remarked that discussion of this issue would be scheduled for the February 17, WMS meeting and that a presentation from Bill Barnes would be forthcoming.               

Ms. Clemenhagen noted that discussion of a potential amendment to the WMS procedures regarding the method for election of WMS leadership would take place at the next WMS meeting.       

Adjournment

Ms. Clemenhagen adjourned the meeting at 5:20 p.m.  

Minutes of the Wholesale Market Subcommittee (WMS) Meeting

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

Wednesday, February 17, 2010 – 9:30 a.m.
Attendance

Members:

	Aldridge, Curry
	Tenaska Power Services
	

	Belk, Brad
	LCRA
	

	Bivens, Danny
	OPUC
	Alt. Rep. for G. Torrent

	Briscoe, Judy
	PB Energy
	

	Clemenhagen, Barbara
	Topaz Power
	

	Clevenger, Josh
	Brazos Electric Power Coop.
	

	Cochran, Seth 
	Sempra
	

	Cook, Dave
	Cirro
	

	Detelich, David
	CPS Energy
	Alt. Rep. for K. Ögelman

	Goff, Eric
	Reliant Energy
	

	Greer, Clayton
	Morgan Stanley
	

	Grimes, Mike
	Horizon
	

	Hauk, Christine
	Garland Power & Light
	

	Jackson, Tom
	Austin Energy
	

	Kimbrough, Todd
	NextEra Energy
	

	Lange, Clif
	South Texas Electric Cooperative
	

	Looney, Sherry
	Luminant
	Alt. Rep. for R. Stephenson

	McMurray, Mark
	Direct Energy
	

	Miller, Gary
	Bryan Texas Utilities
	

	Moss, Steven
	First Choice Power, LP
	

	Smith, Mark
	Chaparral Steel
	

	Troutman, Jennifer
	AEP Energy Partners
	

	Wagner, Marguerite
	PSEG Texas
	

	Wall, Perrin
	CenterPoint Energy
	Alt. Rep. for M. Muñoz


The following proxy was assigned:

· Jennifer Taylor to Mark McMurray

Guests:

	Bevill, Rob
	Green Mountain
	

	Brandt, Adrianne
	Austin Energy
	

	Brown, Jeff
	Shell Energy
	

	Bruce, Mark
	NextEra Energy Resources
	

	Chowdhury, Ahsan
	Crescent Power
	

	Davies, Morgan
	Calpine
	

	Gresham, Kevin
	E.ON Climate and Renewables
	

	Jaussaud, Danielle
	PUCT
	

	Jones, Brad
	Luminant
	

	Jones, Dan
	Potomac Economics
	

	Jones, Randy
	Calpine
	

	Lee, Jerry
	EPE
	

	Lookadoo, Heddie
	NRG
	

	Pieniazek, Adrian
	NRG Texas
	

	Reid, Walter
	Wind Coalition
	

	Schwarz, Brad
	E.ON Climate and Renewables
	

	Seymour, Cesar
	SUEZ
	

	Soutter, Mark
	Invenergy
	

	Stewart, Roger
	LCRA
	

	Trout, Seth
	Customized Energy Solutions
	

	Wittmeyer, Bob
	Longhorn
	


ERCOT Staff:

	Albracht, Brittney
	
	

	Bauld, Mandy
	
	

	Coon, Patrick
	
	

	Gonzalez, Ino
	
	

	Levine, Jonathan
	
	

	Munson, Susan
	
	

	Yager, Cheryl
	
	


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

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

Antitrust Admonition
Ms. Clemenhagen directed attention to the Antitrust Admonition, which was displayed.  A copy of the Antitrust Guidelines was available for review.  
Approval of Draft Meeting Minutes (see Key Documents)

Clayton Greer moved to approve the January 20, 2010 WMS meeting minutes as posted.  Marguerite Wagner seconded the motion.  The motion carried unanimously.

WMS Procedures (see Key Document)

Brad Belk moved to recommend approval of the revised WMS Procedures.  Mr. Greer seconded the motion.  The motion carried unanimously.

ERCOT Technical Advisory Committee (TAC), ERCOT Board of Directors (ERCOT Board), and Public Utility Commission of Texas (PUCT) Updates  

Ms. Clemenhagen reported ERCOT Board approval of Nodal Protocol Revision Request (NPRR) 199, Shift Factors by Resource Node; NPRR200, MMS DC Tie Schedule Data Source; NPRR201, Calculation of Transmission and Distribution Losses; and System Change Request (SCR) 755, ERCOT.com Website Enhancements.  Ms. Clemenhagen noted that the ERCOT Board also approved NPRR206, Nodal Market Day-Ahead Market Credit Requirements, as revised by the Credit Work Group (Credit WG) and the Finance and Audit Committee; and that the language was augmented with additional “e” factors.  
Ms. Clemenhagen also reported the ERCOT Board remand of NPRR169, Clarify the Calculation and Posting of LMPs for the Load Zone and LMPs for each Hub, to TAC; that the Performance, Disturbance, Compliance Working Group (PDCWG) is reviewing the wind event of January 28, 2010; and that there was some ERCOT Board discussion of winter peaks, the potential impacts of a 25 percent natural gas curtailment, and alternate fuels.  Market Participants discussed that Entities that have alternate fuels today are not being compensated, and there is no requirement that those Entities have the capability; that the ERCOT Board did not give additional direction regarding alternate fuels; and that TAC might have been able to provide insight to the issue, if stakeholders had been contacted.

Ms. Clemenhagen informed WMS of the resignation of ERCOT’s Vice President of Human Resources Nancy Capezzuti, and reminded Market Participants of the special WMS meeting scheduled for Monday, February 22, 2010 regarding NPRR091, Scarcity Pricing and Mitigated Offer Cap During the Period Commencing on the Nodal Market Implementation Date and Continuing for a Total of 45 Days.

TAC and Subcommittee Guiding Principles

This item was not taken up.

Congestion Management Working Group (CMWG) (see Key Documents)

Ms. Wagner reviewed recent CMWG activities.  Market Participants discussed the purpose of phase shifters; and data entry constraints in the transition from Seibel to Constraint Competitiveness Test (CCT) tool.
Demand Side Working Group (DSWG) (see Key Documents)
Ms. Clemenhagen noted that the DSWG update was posted with the day’s Key Documents.  There were no questions.  Paul Wattles noted a robust discussion at the February 5, 2010 DSWG meeting regarding Load acting as a Resource (LaaR) compliance and acknowledgement of a need to developed a Nodal successor to Protocol Revision Request (PRR) 714, Qualification and Periodic Testing of Loads acting as Resources (LaaRs), that provides ERCOT flexibility for suspending a non-performing LaaR.  Ms. Clemenhagen requested that some recommendation be provided at the March 24, 2010 WMS meeting.
Metering Working Group (MWG)

No MWG update was provided.
Market Credit Working Group (MCWG) (see Key Documents)
Ms. Clemenhagen reported that, if there are no objections, the 2009 MCWG Chair Morgan Davies and Vice Chair Eric Goff would continue in the roles for 2010.  There were no objections.

Mr. Davies reviewed recent MCWG activities and noted that the Federal Energy Regulatory Commission (FERC) has issued a Notice of Proposed Rulemaking (NOPR) to limit all unsecured credit by requiring all market to use a maximum seven day settlement cycle, and that markets are asked to opine, and reviewed other items for the ERCOT market to consider.  Ms. Clemenhagen added that MCWG and the Credit WG will discuss the items and make recommendations to WMS as to best practices in other markets that might benefit the ERCOT market.

ERCOT Board Action

Mr. Goff reported that the ERCOT Board’s Finance and Audit Committee met before the February 16, 2010 ERCOT Board meeting to discuss NPRR 206; that ERCOT Staff made a presentation regarding the “e” factors allowing ERCOT to adjust the amount of collateral required from Counter-Parties, which the ERCOT Board heard favorably; and that there was also discussion regarding the process used to vet NPRR206, which included joint MCWG/Credit WG meetings, with some independent ERCOT Board members expressing concern as to whether stakeholders were sufficiently involved in the process.  Ms. Clemenhagen directed the MCWG to take up consideration of the “e” factors.

Ms. Clemenhagen noted that there is some interest in establishing a credit-focused subcommittee under TAC to provide a formal voting structure and record of consideration of credit issues in the ERCOT market, and invited stakeholders to consider the possibility.  Market Participants discussed that while the Credit WG is not as active as it once was, the ERCOT Board appreciates its current reporting structure; that the MCWG reports to WMS, which provides a voting structure; and that MCWG provides timely insight to credit issues for Market Participants, whereas the Credit WG reporting process, in the past, did not allow sufficient time for stakeholders to dialogue before items were considered by the ERCOT Board.

Market Participants also discussed whether an additional subcommittee and attendant meetings is feasible; whether MCWG provides Market Participants sufficient opportunity to comment on credit policy; that the Credit WG considers ERCOT internal issues, rather than market issues; that while there are some redundancies, Market Participants will need better insight as to how ERCOT is managing investment instruments and risks; and that feedback should be sought from ERCOT Board members as to whether a credit subcommittee under TAC would be responsive to the ERCOT Board’s needs.

Ms. Clemenhagen suggested that language might be developed regarding Credit WG reporting in the WMS Procedures; requested that Market Participants discuss the possibility of creating MCWG as a TAC subcommittee with their Entities’ credit personnel and with their segment representatives in the coming month; and noted that additional direction from the ERCOT Board or a request for a WMS recommendation might be made in March 2010.

NPRR206, Nodal Market Day-Ahead Market Credit Requirements – Defining “e” parameters 
Ms. Clemenhagen encouraged MCWG to be thorough but expeditious in defining the “e” parameters, and noted that while additional guidance may be sought at the March 4, 2010 TAC meeting, that stakeholders should be prepared to provide a recommendation to the ERCOT Board in April 2010 if at all possible.

Draft NPRR, DAM Settlement Acceleration and Uplift Methodology

Shams Siddiqi presented draft NPRR, DAM and Real-Time Market Default Allocation Changes, and reviewed outstanding issues and proposals contained in the draft.  Market Participants discussed new defined terms contained in the draft’s formulas; implications to Qualified Scheduling Entities (QSEs) aggregated under a Counter-Party in the event of a default; that the registration process captures relationships, but that another business process would be required, as Counter-Parties are not integrated in the ERCOT Settlement system; and that ERCOT could confirm with Market Participants as to how their Counter-Parties are grouped.

Market Participants further discussed that the data on the Standard Form Agreement feeds the credit management system; whether some portion of the revision language might expire a certain time after Texas Nodal Market Implementation Date (TNMID); whether the look-back time should be one, three, or six months; and concerns that Entities would change activities within an expanded timeline, or that some Entities might have not been in existence.

Mr. Siddiqi reviewed changes to the ERCOT Settlement Calendar proposed in the draft language and noted the change of name from Real-Time Invoice to Default Uplift Invoice.  Market Participants discussed that defaults would be made up initially by short pays, then after 180 days would be billed out at $2.5 million per month along the ratio; that some language revisions in the draft were to provide synchronization with PRR817, Cease Late Payment Charges for Defaulted Entities; and that clarity might be provided regarding ERCOT’s privilege to draw on any security pledges. 

Market Participants discussed that ERCOT may draw on a guarantee should an Entity be late paying an Invoice.  ERCOT Staff noted that an Entity would typically not default on an Invoice but on a collateral call; that should an Invoice trigger a default, the Entity has two Business Days to cure before ERCOT begins action; and that ERCOT has the latitude to begin drawing on collateral for an Entity in breach, though not default.  ERCOT Staff noted that it prefers to not draw on collateral; and that communication with the Entity is sought and maintained throughout the process.
Mr. Goff moved to endorse the concept of the draft NPRR as amended by WMS and subsequent necessary administrative amendments by ERCOT Staff.  Josh Clevenger seconded the motion.  Mr. Goff stated that the input of the Protocol Revision Subcommittee (PRS) would be welcome.  The motion carried with two abstentions from the Consumer and Investor Owned Utility (IOU) Market Segments.
Nodal Short-Pay Fund Methodology

In the interest of time, Ms. Clemenhagen requested that Market Participants review the presentation posted with the day’s Key Documents and provide comment to the MCWG.  There were no objections.

QSE Managers Working Group (QMWG) (see Key Documents)
David Detelich reviewed recent QMWG activities.  Regarding the implementation of PRR830, Reactive Power Capability Requirement, Patrick Coon noted that ERCOT is requesting that impacted site separate data in the Resource Asset Registration Form (RARF) as an extra unit, and that ERCOT will enter the data into the model.  

Regarding the Wind-powered Generation Resource Production Potential (WGRPP) forecast accuracy, Mr. Goff renewed his request for data that ERCOT uses for the prior year portion of the calculation.  Mr. Detelich noted that confidentiality might be an issue; Mr. Coon offered to reiterate the request to ERCOT Staff.  Mr. Goff noted that in the past, Entities had more certainty as to requirements, and suggested that consideration be given possible changes to the methodology that might provide more certainty and facilitate more long-term bilateral agreements.

Regarding Load forecast accuracy, Mr. Detelich noted that a Market Participant volunteered to review raw historical data supplied by ERCOT; that the Replacement Reserve Service (RPRS) report will retain the column required by ERCOT Protocols, and that a column will be added.  Dan Jones cautioned against relying on the adjusted results; that adjustments will not indicate whether RPRS is needed; that RPRS is a complicated algorithm that cannot be run in a spreadsheet, optimizes over 24 hours, and must be run with actual Load.  Mr. D. Jones added, however, that the spreadsheet might provide some general direction.

Regarding a zonal RPRS deselection procedure, Ms. Clemenhagen noted that ERCOT Staff is still considering the item and will report back to WMS at a later time.

Nodal Parking Deck (see Key Documents)

Troy Anderson reviewed the current parking deck and demonstrated where the Project Priority List (PPL) and parking deck are located on the ERCOT web site.  Mr. Anderson noted that the parking deck will provide a logical order for conducting Impact Analyses in 2010, and will assist ERCOT in understanding the market’s position on items for release planning; that the Nodal parking deck process closely conforms to the current PPL process; and noted that the PRS recommends priority and ranking for items, but would appreciate the subcommittees’ opinions.  

Verifiable Cost Working Group (VCWG) (see Key Documents)
Nodal Verifiable Cost Alternatives
Heddie Lookadoo reviewed recent VCWG activities, noted difficulties in collecting data to determine dollars per MWh for standard operation and maintenance (O&M) costs, and asked for WMS direction to either seek new suggested numbers or move forward with VCWG suggestions in the developing revision request language.  Market Participants discussed cold, warm and hot starts; costs per start for units started more frequently than others; the proper categorization of hydro units, and whether hydro units should be included with nuclear units; and that when verifying Reliability Unit Commitment (RUC) units in the zonal market, ERCOT looks to the Resource Plan for a non-bid flag that eliminates units from RPRS. 

Mr. Greer moved to endorse the VCWG concept for standard start-up and variable O&M costs and direct the VCWG to develop NPRR language and review the categorization of hydro units.  Mr. Lange seconded the motion.  Mr. Greer and Mr. Lange accepted amendments to the motion to include costs for other technologies; and for the VCWG to provide a recommendation regarding options for switching between generic and verifiable costs, including timing, should switching be allowed, and whether there should be escalation factors.  The motion carried unanimously.
Nodal Verifiable Cost Manual and Affidavit Update

Ino Gonzalez presented revisions to the Verifiable Cost Manual. 

Ms. Goff moved to approve revisions to the Verifiable Cost Manual as presented.  Mark McMurray seconded the motion.  The motion carried unanimously.

As there were no objections to the VCWG goals listed in the VCWG update, Ms. Clemenhagen directed the VCWG to proceed.

NPRR212, Disputing Fuel Oil Price (FOP) Costs

Ms. Clemenhagen noted that the NPRR would allow Entities to dispute verifiable costs for fuel oil.  Market Participants discussed the implications of requiring replacement within various timeframes; what constitutes an “event”; and unit starts, intervals, Operating Days and Business Days. 

Mr. Greer moved to endorse NPRR212 as amended by the 02/15/10 Luminant Energy comments and as revised by WMS.  Mr. Detelich seconded the motion.  Mark Smith expressed concern that NPRR212 creates an arbitrage opportunity.  The motion carried with one objection from the Consumer Market Segment.
Generation Adequacy Task Force (GATF) (see Key Documents)

Adrian Pieniazek reminded Market Participants that the GATF report and recommended changes to the ERCOT Capacity, Demand and Reserves (CDR) Report had been posted for review since the January 20, 2010 WMS meeting.

Mr. Greer moved to endorse the GATF recommendation regarding the ERCOT CDR Report.  Mr. Goff seconded the motion.  The motion carried unanimously.
Ms. Clemenhagen thanked the GATF for their efforts and noted that while the GATF would not meet until further requested, it would not be disbanded at this time.
Wind Cost Allocation Task Force (WCATF) (see Key Documents)

Jennifer Troutman reviewed the history, charter and goals of the WCATF, and reiterated that the WCATF was asked to develop potential methodologies for “how” to allocate Ancillary Service costs; that WCATF did not discuss whether Ancillary Service costs “should” be allocated; and that the WCATF is not endorsing or recommending approval of either the Wind Plus Load Ratio Share (LRS) proposal or the Incremental Allocation proposal.
Wind Plus LRS Proposal 

Mr. Goff presented the Wind Plus LRS proposal.  Participants discussed that there is now a requirement for future Wind-powered Generation Resources (WGRs) to provide Primary Frequency Response; that the goal of the proposal is for WGRs to behave more like generation and less like negative Load; and that as a WGR behaves more like generation, its obligation to provide Ancillary Service is reduced.

Mr. Greer asserted that the proposal benefits coastal WGRs, which have a more steady wind pattern, but that WGRs can never act like conventional generation, since the fuel cannot be controlled, and suggested that a total less than 100 percent might be more suitable.  Mr. Goff offered that the proposed credit system would reduce the need to take additional actions; and that the assigned percentages emphasized the importance of Primary Frequency Response and inertia, but could be modified through the stakeholder vetting process.  Ms. Wagner opined that it has been made clear through recent conversations that there are many Ancillary Services provided to the grid without compensation.

Ms. Troutman noted that each proposal provides responses to questions parsed from a statement provided by Public Utility Commission of Texas (PUCT) Staff at a previous WMS meeting; Mr. Goff reviewed the Wind Plus LRS responses to those questions.  

Todd Kimbrough asserted that WGRs will be “run out” of Texas; Mr. Goff opined that Texas remains the best place for WGRs to invest, based on the ERCOT market structure, interconnection procedures, and efforts to clarify rules.  Mr. Kimbrough asked if the presentation contained any assertion that the proposal would not have a dampening effect on wind development in Texas; Mr. Goff stated that the proposal addresses cost causation, as well as the incentives of geographic diversity and storage.  Mr. Goff added that each WGR would be eligible to apply for all credits.

Mike Grimes observed that the credit for metered contribution to the ERCOT peak encourages wind to locate on the coast, where wind patterns match the ERCOT peak; Mr. Goff countered that WGRs may employ storage to contribute at peak.  

Danielle Jaussaud asked if the proposal is based on the actual amount of Ancillary Service attributable to wind, demonstrated by calculation or historical data, or assumptions.  Mr. Goff noted that the recent GE study stated, and is confirmed by ERCOT, that increased Ancillary Services are procured because of wind, though it is assumed that Ancillary Service is used for more than just wind; and that the proposal is based on the idea that wind is controlled as net Load.  Mr. Goff argued that the current methodology of assigning costs does not have causation, and that the proposals moves closer to including causation in cost allocation. 

Mr. Belk opined that the market may choose to use cost causation or not, but that using causation selectively is inappropriate and fundamentally wrong; and noted that as few Ancillary Services as possible are procured to maintain the whole system and minimize costs.  Mr. Greer opined that the credits will reduce Ancillary Service needs, and thereby reduce costs; that currently Ancillary Service costs are assigned to Load; and that WGRs have opted, via exemptions, to behave like negative Load.  Mr. Kimbrough asked if other technologies, such as nuclear and coal, do not also contribute to Ancillary Service costs.  Mr. Goff answered that those technologies have all met the criteria for which he is proposing credits for WGRs.  Ms. Jaussaud asked if the methodology is flexible to adjust to future conditions.  Mr. Goff opined that new technology would qualify for credits, and that storage would increase the likelihood of receiving credits.

Incremental Allocation Proposal

Ms. Troutman presented the Incremental Allocation proposal and reviewed the corresponding responses to PUCT questions.  Mark Soutter noted that the proposal does not speak to what the procured Non-Spinning Reserve Service (NSRS) will be used for.  Mr. D. Jones added that NSRS is system insurance, and as such, does not have to be deployed to be useful.

Other Alternatives to Allocation
On behalf of NextEra Energy Resources, Mark Bruce presented an assessment of wind generation impacts on Ancillary Services and cost allocation methodologies.  Mr. Bruce asserted that the GE study was misrepresented as for current conditions rather than future conditions; that Out of Merit Energy (OOME) Down is a significant cost that has recently increased; and that the Competitive Renewable Energy Zone (CREZ) project will alleviate many issues; and raised procedural concerns, noting that the ERCOT Board and PUCT have been clear that the TNMID is the first priority.  

Randy Jones expressed concern that Mr. Bruce’s assertion that the “WCATF process raises serious political and legal concerns” is a broad attempt to indict the stakeholder process.  Mr. Bruce countered that his assertion is an early and friendly admonition that when one set of Market Participants with financial incentives act toward another set of Market Participants, in this case assigning costs to one set of Resources, discrimination is clear.  Mr. Greer added that the current Nodal Protocols and Schedule Control Error (SCE) penalties are discriminatory to fossil units.

Mr. Bruce opined that cost allocation discussions to date are devoid of data; do not touch on operational costs; and will halt the evolution of new technologies.  Mr. Bruce reviewed a NextEra Energy Resources-recommended motion to decline endorsement of the WCATF proposals and disband the WCATF.

Mr. Greer moved to endorse the Wind Plus LRS proposal and the development of elements contained in the proposal.  Christine Hauk seconded the motion.  Mr. R. Jones asserted that system dynamics from uncontrollable Resources will not change with five-minute scheduling in Nodal; and that costs will continue to increase, and that the ability to respond quicker is not a guarantee that the improved response time will come at zero or static costs.  Mr. R. Jones conceded that renewable Resources have made valuable contributions to the cost of energy, but added that nothing is free.  Mr. Belk opined that it is a wholly inappropriate time to change market principles; that consistency is needed; and that it is appropriate for WMS to opine as to whether or not allocation should be changed.

Mr. Grimes opined that that the WCATF accomplished its charge, but that costs are just being shifted onto one technology; Mr. Goff countered that the proposal provides incentives for WGRs to meet reliability requirements.  Mr. Miller asked if a vote in favor of the motion would affirm that a change in allocation should happen, or only if should a change in allocation occur, the proposed allocation is preferred.  Mr. Greer opined that a favorable vote would be a recommendation that allocation should be changed; Ms. Hauk stated her comfort with that inherency.  Mr. Goff added that the ERCOT Protocols would still require revision.  The motion carried on roll call vote.  (Please see ballot posted with Key Documents.)
Mr. D. Jones opined that the PUCT will likely determine that the issue is in its purview.  Mr. Belk asked if a motion to recommend that no additional time be allocated to the issue until six months after TNMID would be procedurally appropriate.  Ms. Clemenhagen noted that as an NPRR would come before WMS, that a low priority might be recommended.  Mr. D. Jones added that there is a PUCT directive to consider the issue, but there is no order for an NPRR.  Market Participants discussed that interested parties may draft the NPRR, but that action by any party on an NPRR necessitates involvement by additional Market Participants to ensure a good product, and draws extensive resources that should be focused elsewhere.  
Mr. D. Jones concurred with the concern for resource constraints but cited PUCT Docket No. 31540, Proceeding to Consider Protocols to Implement a Nodal Market in the Electric Reliability Council of Texas Pursuant To Subst. R. §25.501, regarding co-optimization and the encouragement to ERCOT and the ERCOT stakeholders to conduct discussions in an expedited manner. 

Ms. Clemenhagen also concurred with concerns for resource constraints, but noted that she would report to TAC that a robust dialogue was held and that the vote was divided.  Ms. Clemenhagen expressed her preference to suspend any further action on the item until TAC and the ERCOT Board had heard the endorsement and provided further direction, but added that interested parties could not be prohibited from filing a revision request.  Mr. Goff reiterated his request for Market Participant feedback regarding the proposal’s reliability credits.

Quick Start Task Force (QSTF) (see Key Documents)

NPRR207, Hour Start Unit Deselection and Half Hour Start Unit RUC Clawback

Seth Cochran noted that based on system impacts, NPRR207 had been deemed not necessary prior to the TNMID; and that Topaz Power had delineated where system impacts would be and provided a proposal as to how to query Quick Start Units.

Mr. Goff moved that WMS endorse NPRR207 as submitted and requested review by the ERCOT CEO as to whether NPRR207 as amended by the 02/11/10 Topaz comments is necessary prior to the TNMID; and if the ERCOT CEO determines that NPRR207 is not necessary prior to the TNMID, WMS recommends that NPRR207 be amended as recommended in the 02/15/10 Reliant Energy comments so that the proposed revisions that can be implemented prior to the TNMID can move forward through the stakeholder process.  Mr. Greer seconded the motion.  The motion carried with one objection from the Municipal Market Segment and one abstention from the Consumer Market Segment.

Ten Minute NSRS
Mr. Jackson noted that the item remains under review at the QSTF.
Nodal RUC Capacity Short Charge Discussion
NPRR211, Modify RUC Capacity Short Charge to Use Final Energy
Bill Barnes presented Concerns with RUC Capacity Short Charge and Energy Trades.  Mr. Barnes noted that the ERCOT CEO determined that NPRR211 is not necessary prior to the TNMID but agreed to reconsider this determination if market support for the NPRR is demonstrated.  Market Participants debated whether an NPRR is necessary; whether concerns identified are bilateral issues or market clarity issues; and whether financial products procured outside the ERCOT market provide the desired flexibility.  Mr. Clevenger asked why the proposed NPRR was being vetted before ERCOT’s capability to acknowledge an energy product with no capacity associated with it is confirmed. 

Mr. Barnes contended that NPRR211 simplifies how trades are scheduled.  Market Participants briefly discussed the 02/15/10 Luminant comments to NPRR211.  Mr. Gonzalez noted that NPRR211, with or without the 02/15/10 Luminant comments, will require a system change, and that the 02/15/10 Luminant comments will need to be reviewed for impacts.    

Mr. Goff moved to endorse NPRR211 as posted and to request ERCOT to reconsider the “Not Necessary Prior to the TNMID” determination in the 02/11/10 CEO Revision Request Review.  Mr. Greer seconded the motion.  Some Market Participants expressed concern that NPRR211 will adversely impact how wind may be sold in the ERCOT market, and that additional consideration should be given to wind issues; other Market Participants countered that NPRR211 will allow WGRs to trade their exact metered output.  Mr. Goff withdrew the motion, expressing concern for unintended consequences of NPRR211 and to allow for further discussion of related wind issues.
Market Participants discussed that NPRR211 presented an entirely new trade construct for the ERCOT market; whether a flag might be created to indicate that the trade does not have RUC coverage; and that while the item needs further discussion within Market Participant organizations, NPRR211 might not come before WMS again.

Ms. Hauk moved that WMS recommend that PRS table NPRR211 for one month and remand NPRR211 to WMS.  Mr. Lange seconded the motion.  Mr. Greer stated that a RUC-exclusive product is defined nowhere in the market.  Mr. Belk expressed concern that a motion to table might result in an eventual rejection, given Nodal constraints, and offered that additional work on NPRR211, outside of a table, might yield good results.  Ms. Hauk withdrew the motion.  
Mr. Greer offered to work with Mr. Barnes to develop comments before the next day’s PRS meeting.  No additional motions were offered and no vote was taken.

Nodal Reliability Must-Run (RMR): ERCOT Created Three-Part Supply Offer

Mr. Gonzalez reviewed the issue of RMR versus non-RMR Three-Part Supply Offers, specifically that RMR Three-Part Supply Offer do not reflect the true cost of the Resource, as RMR Three-Part Supply Offer are based on RMR contracts, which do not include O&M costs; noted that the issue was presented to the Nodal Advisory Task Force (NATF) where no opinion was pronounced; and presented ERCOT’s proposal to evaluate ways to include O&M costs in Three-Part Supply Offers.  Ms. Clemenhagen requested that Mr. Gonzalez present the issue to QMWG, as well as a white paper, and then bring the issue back to WMS as soon as possible.  

Renewable Technology Working Group (RTWG) Report 

Ms. Troutman advised WMS that there would be no RTWG update at the day’s meeting.

ERCOT Ancillary Service Procurement Methodology Comparison Report

Mr. Goff reminded Market Participants that the ERCOT Ancillary Service procurement methodology had been revised to allow the purchase of more NSRS; and requested that ERCOT rerun a few days from January 2010 to see how the increase in NSRS procurement affected the RPRS procurement.

Multiple Interconnections for Generators (MIG) Task Force (MIGTF)
Ms. Clemenhagen reported her request that Mr. Bruce draft a date-specific revision request for MIGs for review by WMS, and disbanded the MIGTF.  There were no objections.

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 (see Key Documents)
Ms. Clemenhagen reminded Market Participants that NPRR091 would be taken up at a special meeting of WMS on Monday, February 22, 2010 and requested that WMS members assure that quorum requirements would be met.

Other Business

Ms. Clemenhagen extended the congratulations of WMS to Kelly Landry on the birth of his son Wyatt Ross Landry on February 16, 2010.

Adjournment

Ms. Clemenhagen adjourned the WMS meeting at 5:11 p.m.  

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.
Wholesale Market Subcommittee (WMS) Meeting

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

Tuesday, March 30, 2010 – 9:30 a.m. – 12:30 p.m.

Attendance

Members:

	Belk, Brad
	LCRA
	

	Brewster, Chris
	City of Eastland
	

	Clemenhagen, Barbara
	Topaz Power
	

	Cochran, Seth 
	Sempra
	

	Cook, Dave
	Cirro
	Via Teleconference

	Greer, Clayton
	Morgan Stanley
	Via Teleconference

	Grimes, Mike
	Horizon
	

	Hauk, Christine
	Garland Power & Light
	

	Hollar, Mark
	Tenaska Power Services
	Alt. for Curry Aldridge

	Jackson, Tom
	Austin Energy
	

	Jones, Brad
	Luminant
	Alt. for Randa Stephenson

	Lange, Cliff
	South Texas Electric Cooperative
	Via Teleconference

	McMurray, Mark
	Direct Energy
	

	Muñoz, Manuel
	CenterPoint Energy
	Via Teleconference

	Ögelman, Kenan
	CPS Energy
	

	Starr, Lee
	Bryan Texas Utilities
	Alt. for Gary Miller

	Torrent, Gary
	OPUC
	

	Wagner, Marguerite
	PSEG Texas
	


The following proxies were assigned:

· Eric Goff to Mark McMurray

· Jennifer Taylor to Mark McMurray

· Josh Clevenger to Brad Belk

· Todd Kimbrough to Marguerite Wagner

· Franklin Maduzia to Chris Brewster
Guests:

	Blackburn, Don
	Luminant
	

	Brandt, Adrianne
	Austin Energy
	

	Briscoe, Judy
	BP Energy
	

	Carter, Kevin
	Duke Energy Ohio
	

	Davies, Morgan
	Calpine
	

	Hellinghausen, Bill
	Eagle Energy
	Via Teleconference

	Helton, Bob
	International Power America
	

	Hess, Stephen
	Edison Mission
	Via Teleconference

	Mathews, Michael
	Austin Energy
	Via Teleconference

	Martin, Loretto
	LCRA
	Via Teleconference

	Meek, Donald
	Austin Energy
	Via Teleconference

	Morris, Sandy
	LCRA
	Via Teleconference

	Nikazm, Tamila
	Austin Energy
	

	Pushpav, Sridhar
	LCRA
	Via Teleconference

	Reynolds, Jim
	Power and Gas Consulting
	Via Teleconference

	Rowley, Chris
	TXU
	

	Seymour, Cesar
	SUEZ
	

	Siddiqi, Shams
	LCRA
	

	Stanfield, Leonard
	Austin Energy
	Via Teleconference

	Stewart, Roger
	LCRA
	Via Teleconference

	Trout, Seth
	Customized Energy Solutions
	Via Teleconference

	Volf, Keith
	Keystone Energy
	Via Teleconference

	Wan, Josephine
	Austin Energy
	Via Teleconference

	Wittmeyer, Bob
	DB Energy
	


ERCOT Staff:

	Baker, Randy
	Via teleconference
	

	Hobbs, Kristi
	Via teleconference
	

	Landry, Kelly
	
	

	Levine, Jonathan
	
	

	Medina, Eric
	
	

	Yager, Cheryl
	
	


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.

NPRR206, Nodal Market Day-Ahead Market Credit Requirements

Shams Siddiqi reviewed the ERCOT and Market Participant procedures for the revised compromise proposal for the Day-Ahead Market credit requirements and noted that his presentation reflected the continued work of the Market Credit Working Group (MCWG).  Mr. Siddiqi noted that, under the compromise proposal, ERCOT is required to review the “e” factors every two weeks and may adjust the factors up or down at its discretion, so long as the reasoning is documented.  Market Participants expressed concern that there will be insufficient transparency into the adjustments made by ERCOT.  Cheryl Yager noted that since the adjustment of credit requirements for individual entities is a confidential matter, ERCOT would identify the general methodology and reasoning for adjustments to the factors, but would not disclose individual decisions regarding specific entities.  She posited that six or more months after implementation of the Nodal Market, ERCOT would be able to provide market wide statistics on credit quality on an aggregated basis.  

Market Participants inquired as to whether ERCOT will need additional staff to handle the day to day monitoring and maintenance of credit in the market.  Ms. Yager stated that this has not yet been determined, and that it will depend on how many adjustments ERCOT will need to make on a daily basis.  She noted that the generation of reports is somewhat automated and is manageable with current staff, but that the manual functions regarding individual credit adjustments needs further evaluation to determine staffing requirements.  Market Participants acknowledged the need for rounding in the credit formulas and agreed that the calculations should be rounded to the nearest hundredth place.  

Mr. Siddiqi reviewed the values for each of the “e” factors and percentages for the default credit treatment.  Some Market Participants inquired into whether a spreadsheet had been created that indicates the results of the calculations.  Don Blackburn stated that a spreadsheet had been developed and would be made available to Market Participants.  (See “Luminant- Demonstration on e factors” at                  http://www.ercot.com/calendar/2010/03/20100330-WMS) 

Mr. Siddiqi observed the steps for obtaining more favorable credit treatment.  Ms. Yager noted that references to “days” in the steps for obtaining favorable treatment should be understood as being “business days.”  Market Participants agreed.  Market Participants inquired into incentives for following the established procedure.  Ms. Yager noted that if the proper procedures are not followed and ERCOT is not provided with appropriate notice of credit status changes, then the offending Market Participant risks losing their favorable credit treatment.  Mr. Siddiqi highlighted the required notices to ERCOT and the resulting ERCOT action when there is a failure to provide such notice.  Market Participants inquired as to whether there were any limits to ERCOT’s discretion regarding the multiplier for “e1.”  Mr. Siddiqi noted that, regardless of the value of the multiplier, “e1” may not exceed one.  For clarification, Market Participants agreed to substitute the term “multiplier” with the term “adder” in the revised compromise proposal.  Mr. Siddiqi reviewed the significant changes in the “e” factors resulting from the acquisition of favorable treatment under the compromise proposal and the consequential lowered credit requirements.                   

Kenan Ögelman moved to waive notice for a vote to recommend approval of the revised compromise proposal on DAM Credit Requirements as revised by WMS 3/30/2010.  Brad Belk seconded the motion.  The motion carried unanimously.  

Lee Star moved to recommend approval of the revised compromise proposal on DAM Credit Requirements as revised by WMS 3/30/2010.  Brad Belk seconded the motion.             
Market Participants noted the short timeframe with which the Special WMS meeting had been called and opined that, given the importance of issue, an E-Mail vote would provide WMS members additional time to reflect on the subject and to cast a more considered vote.  Ms. Clemenhagen directed that, given the concern for insufficient time to consider, the motion be resolved by E-Mail vote.  (See “WMS- Vote- Compromise DAM Collateral Requirements” at http://www.ercot.com/calendar/2010/04/20100401-WMS_Vote).     

Adjourn

Ms. Clemenhagen adjourned the meeting at 11:53 a.m.
� Key Documents referenced in these minutes may be accessed on the ERCOT website at: �HYPERLINK "http://www.ercot.com/calendar/2010/01/20100120-WMS"�http://www.ercot.com/calendar/2010/01/20100120-WMS�


� Key Documents referenced in these minutes may be accessed on the ERCOT website at:
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