DRAFT
Wholesale Market Subcommittee (WMS) Meeting

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

Wednesday, May 19, 2010 – 9:30 a.m. – 5:00 p.m.

Attendance

Members:

	Aldridge, Curry
	Tenaska
	

	Belk, Brad
	LCRA
	

	Bevill, Jennifer
	AEP
	

	Brewster, Chris
	City of Eastland
	

	Briscoe, Judy
	BP Energy
	

	Clemenhagen, Barbara
	Topaz Power
	

	Clevenger, Josh
	Brazos Electric Power Cooperative
	

	Cochran, Seth 
	Sempra
	

	Cook, Dave
	Cirro
	

	Gedrich, Brian
	NextEra
	Alt. for Todd Kimbrough

	Goff, Eric
	Reliant Energy
	

	Grimes, Mike
	Horizon
	

	Hauk, Christine
	Garland Power and Light
	

	Jackson, Tom
	Austin Energy
	

	Maduzia, Franklin
	Dow Chemical
	

	McMurray, Mark
	Direct Energy
	

	Miller, Gary
	Bryan Texas Utilities
	

	Muñoz, Manuel
	CenterPoint Energy
	

	Ögelman, Kenan
	CPS Energy
	

	Stephenson, Randa
	Luminant
	

	Taylor, Jennifer
	StarTex Power
	

	Torrent, Gary
	OPUC
	

	Wagner, Marguerite
	PSEG Texas
	Via Teleconference


The following proxies were assigned:

· Cliff Lange to Josh Clevenger

· Judy Briscoe to Seth Cochran

· Marguerite Wagner to Barbara Clemenhagen

· Clayton Greer to Seth Cochran
Guests:

	Anillam, Robert
	Cargill
	

	Blackburn Don
	Luminant
	

	Brelinsky, MaryAnn
	EDF Trading
	

	Brown, Jeff
	Shell Energy
	

	Bruce, Mark
	NextEra
	

	Burke, Tom
	ACES
	

	Davies, Morgan
	Calpine
	

	Detelich, David
	CPS Energy
	

	Hellinghousen, Bill
	EDF Trading
	

	Jones, Dan
	Potomac Economics
	

	Jones, Randy
	Calpine
	

	Kolodziej, Eddie
	Customized Energy Solutions
	

	Looney, Sherry
	Luminant
	

	Martinez, Alberto
	CPower, Inc.
	

	Morris, Sandy
	LCRA
	

	Pieniazek, Adrian
	NRG
	

	Rowley, Chris
	TXU Energy
	

	Sams, Perry
	Cargill
	

	Siddiqi, Shams
	LCRA
	

	Stewart, Roger
	LCRA
	

	Trayers, Barry
	Citigroup
	

	Wittmeyer, Bob
	DB Energy
	


ERCOT Staff:

	Anderson, Troy
	
	

	Baker, Randy
	
	

	Bauld, Mandy
	Via Teleconference
	

	Coon, Patrick
	
	

	Flores, Isabel
	
	

	Gonzaléz, Ino
	
	

	Landry, Kelly
	
	

	Levine, Jon
	
	

	Mereness, Matt
	
	

	Patterson, Mark
	
	

	Reedy, Steve
	
	

	Yager, Cheryl
	
	


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

Barbara Clemenhagen called the meeting to order at 9:31 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 Draft Meeting Minutes
Kelly Landry noted that comments to the 4/21/10 WMS meeting minutes had been received from Roger Stewart noting that he and Clayton Greer were personally present at the meeting and not via teleconference.  There were no objections to the amendment.  

Jennifer Bevill moved to approve the 4/21/10 WMS meeting minutes as revised by WMS.  Brad Belk seconded the motion.  The motion carried unanimously.     

ERCOT Technical Advisory Committee (TAC) and ERCOT Board Updates  
ERCOT Board

Ms. Clemenhagen reviewed the revision requests examined by the ERCOT Board.  She noted discussions regarding the two major events causing the recent Energy Emergency Alert (EEA), energy storage technology, Load profile changes, Pre-contingency Action Plans (PCAPs), and Emergency Interruptible Load Service (EILS).  Ms. Clemenhagen noted that Jan Newton resigned as Chair of the ERCOT Board effective immediately.     

TAC
Ms. Clemenhagen reviewed the revision requests examined by TAC.  She noted that there was no consensus to approve the Guiding Principles of the Nodal Market, and that TAC members expressed a desire to discuss the benefits, responsible parties, and enforcement methodology before considering approval.    
Demand Side Working Group (DSWG) Report 
MaryAnn Brelinsky noted that DSWG discussed residential Load in California and related Federal Energy Regulatory Commission (FERC) orders.  She noted that DSWG met with Public Utility Commission of Texas (PUCT) Commissioners Kenneth Anderson and Donna Nelson regarding penalties for non-compliance by Load acting as Resources (LaaRs).  She noted that the Commissioners suggested that the disqualification from the LaaR program after two failures to meet obligations was a good deterrent and should be included in the Nodal Protocols as it currently exists in the zonal Protocols.       
Draft Nodal Protocol Revision Request (NPRR), Load Resource Compliance
Ms. Brelinsky noted that this draft NPRR incorporates many aspects of Protocol Revision Request (PRR) 714, Qualification and Periodic Testing of Loads acting as Resources (LaaRs), and that much of the language in PRR714 was “fork-lifted” directly into the draft NPRR.  She noted that in certain sections of the draft NPRR, Controllable Load Resources (CLRs) have been added where appropriate, and that a new section has been added regarding disqualification as requested by PUCT Commissioners.    

Randa Stephenson moved to endorse draft NPRR, Load Resources Compliance, and recommend implementation for Nodal Market go-live.  Mark McMurray seconded the motion.  The motion carried with one abstention from the Independent Power Marketer (IPM) Market Segment.  
Congestion Management Working Group (CMWG) Report
Marguerite Wagner noted that CMWG met 5/5/10 and discussed results of the Competitiveness Constraint Test (CCT), and the Network Model to be used in the Congestion Revenue Rights (CRR) auctions.    

Competitive Constraint Recommendation for Market Trials

Ms. Wagner reviewed the list of constraints as drafted by CMWG and recommended a two pronged approach.  She suggested that WMS approve a preliminary list of constraints to be used for Market Trials, and that ERCOT continue to work to expand it so that a more comprehensive list of constraints would be available in August 2010.          
Kenan Ögelman moved to endorse the competitive constraint recommendation for Market trials, as presented to WMS.  Josh Clevenger seconded the motion.  The motion carried with one abstention from the Consumer Market Segment.

Nodal CRR Auction Bid Limit Determination per Nodal Protocol Section 7.5.2

Steve Reedy noted that ERCOT filed NPRR233, Clarifying Method of Enforcing CRR Auction Limitation on Market Submissions, and that it clarifies the procedures and system configurations that will be utilized to ensure that Market transactions for CRR auctions do not exceed the ERCOT system capabilities.  Mr. Reedy reviewed ERCOT’s methodology for calculating the total number of bids each individual CRR Account Holder will be allocated.  Tom Jackson inquired as to whether a mechanism exists to prevent Market Participants from creating multiple entities in an effort to garner a larger allotment of bids.  Mr. Reedy remarked that there is not currently a mechanism to prevent such action by Market Participants.  Eric Goff stated that he filed comments to NPRR233 proposing a fee for participation in the CRR auction and a CRR holding fee to be charged at the close of each CRR monthly auction to encourage conservative use of CRR bids.  Ms. Stephenson noted that she submitted comments to NPRR233 that request the construction of a mechanism whereby all of a CRR Account Holders’ bids would not be rejected though they exceeded their individual allotment of CRR bids if the limit on the total number of CRR bids for all CRR Account Holders was not exceeded.  Market Participants discussed the pros, cons, and feasibility of the proposals.
Mike Grimes moved to endorses NPRR233 in order to resolve foreseen conflicts with the maximum number of CRR bids which ERCOT can accept and noted that WMS has two recommendations which should be addressed prior to final approval:

· Create a limited number of CRR Account Holder affiliates for the purpose of the allocation formula.

· If all of the allocated CRR bids are not utilized by CRR Account Holders with an allocation, there should be a mechanism to make the remaining, unused CRR bids available to other CRR Account Holders.

Mr. Ögelman seconded the motion.  The motion carried with one opposing vote from the Independent Retail Electric Provider (IREP) Market Segment and eight abstentions from the Consumer (2), IPM (3), IREP (2), and Investor Owned Utility (IOU) Market Segments.                    
Metering Working Group (MWG) Report
Update on Settlement Metering Operating Guide Revision Request (SMOGRR) 008, Revisions for Texas Nodal Market Implementation and Synchronization with PRR821

Jon Levine noted that the Metering Working Group will review SMOGRR008 and its Impact Analysis on 5/20/10, and that WMS will review it 6/16/10.      

Market Credit Working Group (MCWG) Report

NPRR226, Procedure for Setting DAM Auction Credit Requirement Parameters

Morgan Davies noted that NPRR226 aligns Nodal Protocols with procedures developed to implement the changes approved by the ERCOT Board in NPRR206, Nodal Market Day-Ahead Market Credit Requirements.  He noted that the ERCOT CEO determined that NPRR206 was determined to be necessary for Nodal Market go-live and that the changes contained in NPRR226 are necessary for NPRR206 to be implemented as intended.  Market Participants discussed removal of the term “auction” from the title, as well as clerical changes to the NRPR.  

Ms. Stephenson moved to endorse NPRR226 as revised by WMS.  Mr. Goff seconded the motion.  The motion carried unanimously.      

Nodal Short-Pay Fund Methodology Update
Mr. Davies noted that ERCOT preferred that this proposal be instituted post Nodal Market implementation and that MCWG concurred.  Ms. Clemenhagen expressed concern with delaying what could be an improvement to the Nodal Market.  Cheryl Yager stated that it would be difficult for ERCOT Staff to contribute to further discussion of this subject given the resource constraints created by ERCOT’s focus on Nodal Market implementation and stated that a “quick-fix” might be a short term solution.  Ms. Clemenhagen directed that this subject be revisited at the next WMS meeting.          
ERCOT Market Trials and Credit Requirements
Mr. Davies noted that significant credit requirements are being generated in Market trials and that amounts greater than ¼ billion dollars were reported for a single Market Participant.  Ms. Yager presented Market Participants with ERCOT’s efforts to mitigate recent credit issues and noted that the integration of the CRR auction, Day-Ahead Market (DAM), and the Load Frequency Control (LFC) test has been challenging and requested that Market Participants be patient through the initial phases.  She observed that Credit Monitoring Management (CMM) credit exposure calculations may not be indicative of normal activity and that ERCOT has overridden the Available Credit Limits (ACLs) to ensure adequate credit for the CRR auction and DAM.           
First Priority Security Interest Related to CRR Auction

Mr. Davies noted that granting a first priority security interest to ERCOT will allow those Market Participants granting the interest the ability to net their credit liabilities for their corresponding CRRs.   Mr. Davies note that some Market Participants have observed that they are unable to grant ERCOT such a security interest as they may have other contractual and financial obligations that preclude this.  Ms. Clemenhagen noted that Market Participants should contact their respective legal and financial counsel to determine if they will be able to grant ERCOT a first priority security interest and net their CRR credit obligations.   
Feasibility of Using Third Party for Credit Administration
Mr. Davies noted that the proposal to use a third party to manage credit administration instead of ERCOT is still in the early stages of development.  Ms. Yager observed that the fee charged by ERCOT is a fraction of a cent portion of the overall 41 cent per megawatt charge that ERCOT applies and therefore, the savings are likely to be miniscule.  

Qualified Scheduling Entity Managers Working Group (QMWG) Report

Offering Reliability Must Run (RMR) Units into the Nodal Market

David Detelich noted that ERCOT and QMWG have discussed the committing of RMR units into DAM, the Reliability Unit Commitment (RUC) and Real Time, the cost of developing an offer, and associated payments.  He observed that ERCOT and Luminant had prepared presentations to WMS regarding this issue.  

Matt Mereness noted that ERCOT deploys RMR units to solve local reliability constraints and to provide voltage support.  He explained how RMR units are deployed in DAM, Day-Ahead RUC (DRUC), Hourly RUC (HRUC), and in Real-Time, and related three suggestions for accounting for the Operations and Maintenance (O&M) costs for RMR units.  First, he stated that an NPRR could be submitted to add O&M costs as part of the RMR contract.  Second, he stated that the already budgeted amount could be used to derive reasonable O&M values.  Third, he stated that a cap could be placed on RMR O&M costs to that similar to other equivalent Resources.  Mr. Mereness noted that current Protocols do not specify how ERCOT should determine O&M costs for RMR units.

Sherry Looney provided reasons for removing RMR units from the DAM.  She remarked that RMR units should not compete with other Generation Resources at costs which do not reflect the total contracted cost of the RMR units to the market.  She proposed three options as possible changes to NPRR231, Remove RMR Units from the Day-Ahead Market.  The options recommended by Ms. Looney are as follows:
I. Specify one option for calculation of startup and minimum energy O&M costs in RMR unit Three-Part Supply Offers:

A. ERCOT to develop Three–Part Supply Offers from costs provided during RMR unit contracting process.  Fixed and variable O&M costs must be included in Startup and Minimum Energy Offers; or
B. ERCOT to develop Three-Part Supply Offers from Startup Fuel and Minimum Fuel estimates from the RMR agreement plus 200% of generic O&M for the applicable unit type as shown in the Nodal Protocols.

II. No virtual offers or bids at the RMR units Resource Nodes.

III. RMR units to operate in Real-Time on an Output Schedule at the ERCOT-specified MW output with an Energy Offer Curve at the System-Wide Offer Cap (SWCAP) limits to provide scarcity pricing which reflects the RMR units “out of market” quality.        
Market Participants discussed the pros and cons of the recommendations from Mr. Mereness and Ms. Looney, but did not reach consensus.  Ms. Clemenhagen directed that, if NPRR231 is tabled at the 5/20/10 PRS meeting, QMWG to continue discussions and this issue return to WMS 6/16/10 for further review.                  
NPRR210, Wind Forecasting Change to P50

Mr. Detelich noted that comments to NPRR210 prepared by QMWG restore the P80 forecast as the RUC capacity credit and requires a procedure be developed to reduce the capacity from the Current Operating Plan (COP) to the P80 level.  Market Participants reviewed various examples of application of the P50 forecast and discussed the need for more specific analysis of RUC obligations and Settlements.         
Mr. Goff moved to endorse the 3/25/10 Protocol Revision Subcommittee (PRS) Report and to direct that QMWG continue to review Settlement-related issues related to implementing the proposal that Wind-powered Generation Resources (WGRs) use the P50 in the COP and only allow WGRs to sell for RUC coverage at the P80 level which would be the subject of a separate subsequent NPRR.  Ms. Stephenson seconded the motion.  The motion carried with one abstention from the Municipal Market Segment.   
2011 Ancillary Service Methodology
Mr. Detelich noted that Market Participants requested that ERCOT host a workshop to discuss the 2011 Ancillary Service methodology and observed that ERCOT has scheduled it for 6/30/10.  Market Participants noted interest in the calculation of Generation Resource Energy Deployment Performance (GREDP) and compliance, and observed the potential need for a grace period.                    

Verifiable Cost Working Group (VCWG) Report

Ino Gonzalez noted that the last VCWG meeting was devoted entirely to the discussion of the development of standardized costs for Generation Resources.  Mr. Gonzalez stated that even if standardized costs are developed and implemented, Market Participants will still need to provide ERCOT with their fuel rates and other additional information and that time is growing short for these submissions.  

NPRR207, Unit Deselection (formerly “Hour Start Unit Deselection and Half Hour Start Unit RUC Clawback”)
Ms. Clemenhagen noted that a Market Participant concern regarding this issue is with the timing of when the notifications of deselection will be distributed.  Mr. Goff stated that he is less concerned with timing than he is with unit commitment patterns.  Troy Anderson stated that ERCOT has reviewed the possibility of running deselection reports daily, but that resource constraints hinder this activity and noted that more frequent notification should be considered after Nodal Market implementation.  
Mr. Goff moved to recommend approval of NPRR 207 with grey boxing of the notification portion as long as draft ERCOT procedures are reasonable to TAC, as WMS considers this important for Nodal Market go live.  Mr. Ögelman seconded the motion.  The motion carried unanimously.   

NPRR216, Allow ERCOT Option to Cancel Commitments Previously Issued Through RUC

Mr. Goff noted that if NPRR207 is approved by the ERCOT Board then NPRR216 is no longer necessary.  
Mr. Goff moved to recommend that PRS reject NPRR216 if NPRR207 is approved by the ERCOT Board.

Mr. Ögelman seconded the motion.  The motion carried unanimously.
Update on 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. Stephenson noted that Luminant comments to NPRR091 add a dispute process in the event that a Generation Resource burns fuel oil during the 45 day price cap.  She noted that the comments, generally speaking, substitute SWCAP with Generation Resource Settlement Point Price (SPP).  

Ms. Stephenson moved to recommend approval of NPRR091 as revised by WMS.  Mr. Ögelman seconded the motion.  The motion carried unanimously.

Draft PRR, Multiple Interconnections for Generators
Mark Bruce noted that this draft PRR as previously presented to WMS indicated that Generation Resources utilizing more than one point of interconnection would use the date of the earlier Standard Generation Interconnection Agreement (SGIA) when considering application of Protocols.  Mr. Bruce noted that the draft PRR has been updated to also utilize the earlier SGIA date when a Generation Resource has disconnected and reconnected, such as will be the case with implementation of Competitive Renewable Energy Zones (CREZ).  Mr. Bruce stated that a draft NPRR, Operating Guide Revision Request (OGRR), and Nodal Operating Guide Revision Request (NOGRR) with corresponding language would be forthcoming.      

Mr. Belk moved to recommend approval of draft PRR, Multiple Interconnections for Generators, as presented, and to approve corresponding NPRR, OGRR, and NOGRR to be drafted with similar provisions.  Ms. Bevill seconded the motion.  The motion carried with one abstention from the Cooperative Market Segment.        

Renewable Technology Working Group (RTWG) Report      
Texas Renewable Integration Plan (TRIP)
Mr. Bruce provided a list of issues and concerns identified in the TRIP, and the corresponding TAC subcommittees and working groups to which the issues applied.  He stated that RTWG is requesting Subject Matter Experts (SMEs) from the various subcommittees and working groups assist by providing feedback on issue descriptions and scope.  
Brian Gedrich moved to refer items as suggested in the TRIP to the CMWG and QMWG, and request WMS members provide feedback, and for WMS to address feedback and working group recommendations at the next WMS meeting.  Gary Miller seconded the motion.  The motion carried unanimously.  
Quick Start Task Force (QSTF) Report
Ten Minute Non-Spinning Reserve Service (NSRS or Non-Spin)

Mr. Jackson noted discussions at the last QSTF meeting regarding improved methods to recognize and deploy Quick Start Generation units.  He noted that Luminant has been working with ERCOT to develop a new product called Security Constraint Economic Dispatch (SCED) Deployable Non-spin and noted that Luminant is developing a White Paper to introduce the product.  Ms. Looney described the product and noted that it will be a discussion topic at the 6/9/10 QSTF meeting.                 
Nodal SCED Look-Ahead for Quick Start Commitment 

Seth Cochran noted that QSTF continues to consider Nodal SCED Look-Ahead, but acknowledged that it would not likely be implementable until well after Nodal Market Implementation.  He noted that QSTF may not be the appropriate task force to examine this subject and that ERCOT does not have the resources to work with Market Participants on this subject as it prepares for Nodal Market implementation.     
NPRR222, Half-Hour Start Unit RUC Clawback (Companion to NPRR207) – Recommended Priority
Mr. Levine noted that NPRR222 has been recommended for approval by PRS at its first review.  Ms. Clemenhagen opined that NPRR222 is important and should be implemented as soon as possible.  
Mr. Jackson moved to recommend approval of NPRR222 as presented with a priority of High.  Mr. Miller seconded the motion.  The motion carried with one abstention from the Consumer Market Segment.  

Other Business
Ms. Clemenhagen noted that power storage has become an important topic and that, while official guidance from TAC has not been received, Market Participants should begin contemplating the leaders of a potential new power storage task force.    
Adjourn

Ms. Clemenhagen adjourned the meeting at 4:04 p.m.
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