Wholesale Market Subcommittee (WMS) Meeting

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

Wednesday, September 22, 2010 – 9:30 a.m. – 5:00 p.m.

Attendance
Members:

	Aldridge, Curry
	Tenaska Power Services
	

	Belk, Brad
	LCRA
	

	Bevill, Jennifer
	AEP Energy Partners
	

	Clemenhagen, Barbara
	Topaz Power
	

	Cochran, Seth
	Sempra Energy Trading
	

	Cook, Dave
	Cirro Group
	

	Gedrich, Brian
	NextEra Energy
	Alt. Rep. for T. Kimbrough

	Goff, Eric
	Reliant Energy
	

	Greer, Clayton
	Morgan Stanley
	

	Grimes, Mike
	Horizon
	

	Hauk, Christine
	Garland Power and Light
	

	Jackson, Tom
	Austin Energy
	

	Lange, Clif
	South Texas Electric Cooperative
	

	Miller, Gary
	Bryan Texas Utilities
	

	Ögelman, Kenan
	CPS Energy
	

	Schubert, Eric
	BP Energy
	Alt. Rep. for J. Briscoe

	Stephenson, Randa
	Luminant
	

	Torrent, Gary
	OPUC
	

	Wagner, Marguerite
	PSEG Texas
	


The following proxies were assigned:

· Chris Brewster to Gary Torrent

· Josh Clevenger to Brad Belk
· Mark McMurray to Eric Goff

· Jennifer Taylor to Eric Goff

Guests:

	Ashley, Kristy
	Exelon
	

	Brandt, Adrianne
	Austin Energy
	

	Coffing, Tim
	Luminant
	

	Detelich, David
	CPS Energy
	

	Helton, Bob
	IPA
	

	Jones, Dan
	Potomac Economics
	

	Kolodziej, Eddie
	Customized Energy Solutions
	

	Nikazm, Tamila
	Austin Energy
	

	Pieniazek, Adrian
	NRG Texas
	

	Reid, Walter
	Wind Coalition
	

	Rowe, Evan
	PUCT
	

	Siddiqi, Shams
	LCRA
	

	Stewart, Roger
	LCRA
	

	Trayers, Barry
	Citigroup
	


ERCOT Staff:

	Albracht, Brittney
	
	

	Bauld, Mandy
	
	

	Coon, Patrick
	
	

	Dumas, John
	
	Via Teleconference

	Levine, Jonathan
	
	

	Reedy, Steve
	
	

	Surendran, Resmi
	
	Via Teleconference

	Wattles, Paul
	
	

	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.

Approval of Draft Meeting Minutes (see Key Documents) 

Jennifer Bevill moved to approve the August 18, 2010 WMS meeting minutes as posted.  Gary Torrent seconded the motion.  The motion carried unanimously.

ERCOT Technical Advisory Committee (TAC) and ERCOT Board Updates  
Ms. Clemenhagen noted the disposition of revision requests at the September 21, 2010 ERCOT Board meeting and highlighted ERCOT Board discussion of the instantaneous peak of 66,000MW, and ERCOT Board approval of the First Priority Security Interest Agreement.  Market Participants discussed that the agreement is required by Nodal Protocols; is not particularly useful in the current market; and will likely be reviewed by the Market Credit Working Group (MCWG) after Nodal go-live.  

Ms. Clemenhagen reported that ERCOT presented the 2011 budget; that the ERCOT Administrative Fee will remain the same as 2010; and that the contingency to 47 cents will not be used.  Ms. Clemenhagen added that the ERCOT Board is considering employing two-day meetings for the remainder of 2010.
TAC Committee Structure Review 

Ms. Clemenhagen presented an overview of potential revisions to WMS working groups and task forces developed by WMS leadership.  Market Participants discussed that the Congestion Management Working Group (CMWG) might be reconstituted to address Nodal issues in 2011; and that some elements of ROS’ Planning Working Group (PLWG) might be taken on by CMWG to facilitate market views on reliability issues.  

Eric Goff opined that economic planning criteria should be taken up sooner rather than later, and that the issue is more market than reliability related.  Clayton Greer noted that PLWG was developed because Market Participants do not have a voice at the Regional Planning Group (RPG).  Independent Market Monitor (IMM) Staff opined that economic issues should be housed in one forum, and ROS is probably not the appropriate body to support the discussion.  Ms Clemenhagen noted that she would discuss the issue with ROS leadership and CMWG leadership in an effort to prevent duplicate efforts.
Market Participants discussed that basic working group structures might be retained through Nodal Market stabilization in order to know where to quickly dispatch work assignments, and debated the benefits and disadvantages of holding groups inactive for long periods of time.
Brad Belk expressed concern that consideration is being given to disbanding the Commercial Operations Subcommittee (COPS) before the launch and stabilization of the Nodal Market; noted that Settlement issue discussions are detailed, long, and highly specialized; and opined that COPS’ workload will increase dramatically after Nodal Market go-live.  Mr. Belk added that COPS was founded after the beginning of the Zonal Market, and that it would be reasonable to anticipate similar Settlement issues at the beginning of the Nodal Market.  Mr. Goff agreed that there would be much Settlement work at the beginning of the Nodal Market, but that the work should be reported up through WMS due to impacts to the wholesale market. 
Market Participants discussed the likely activity levels of the remaining WMS working groups in 2011.  IMM Staff asked if any consideration had been given to which parties might monitor certain issues at the opening of the Nodal Market, and noted that Congestion Revenue Right (CRR) derating might require changes in the near-term; that various issues might require system changes or market redesigns to ensure efficiency or competition; and that Market Participants need an effort to anticipate triage measures. 
Market Participants discussed that moving WMS away from PRS would improve document vetting and the ability to comment on revision requests; and debated whether a PRS-style voting structure is necessary in other subcommittees, if PRS is not to be disbanded.  Mr. Belk opined that the PRS structure is problematic in policy groups, as Entities would be able to dominate a Market Segments vote without having engaged in the process.  Kristy Ashley favored a PRS voting structure for all subcommittees, whether or not PRS is retained, noting that PRS allows only one vote per person and per Entity, and that voters must be present at the meeting in order to cast a vote.
Ms. Clemenhagen noted that while TAC will determine the WMS voting structure, a WMS recommendation would be appreciated; that the document developed by WMS leadership does not make firm recommendations but provides some guidance as to how working groups and task forces might be utilized, and has been shared with TAC leadership; and that if WMS were to take on the work of COPS, a Settlements Working Group would likely be formed.  
Mr. Greer moved to recommend that TAC adopt the PRS voting structure for WMS; and that WMS e-mail votes be limited to non-policy items.  Mr. Goff seconded the motion.  Market Participants discussed that there are benefits to both the current WMS voting structure and the PRS voting structure; the need to make effective and efficient decisions, and for greater participation in meetings; that Entities will attend meetings to debate and vote when the agenda topics cover areas of their concern; and that only Entities present at the meeting would be allowed to vote, which might limit participation among Entities with limited resources.  
Market Participants discussed that, as in PRS, only the two seated Market Segment representatives would be eligible to participate in e-mail votes; that e-mail votes are rarely taken today in WMS; that the Procedures might require clarification as to the type of issue that may be addressed via an e-mail vote; that care should be taken to not preclude the ability to have e-mail votes; and that stakeholder forums should use technology improvements to their advantage.

Market Participants discussed that clarification is needed as to voting by Corporate members and their Associate members within their various Market Segments; and expressed displeasure that at PRS related Entities are able to switch which segment they are voting in.  Several Market Participants requested that TAC provide guidance on the issue.  The motion failed on roll call vote.  (Please see ballot posted with Key Documents.)
Mr. Ögelman offered that, like other Market Participants, his opposition to the motion might be overcome in the future with additional information and an understanding of the impacts of the proposal, as well as confidence that it could be successfully implemented.  Ms. Clemenhagen noted that the position would be communicated to TAC, and requested that Market Participants send additional questions to her so that she might raise them to TAC.
Mr. Belk moved to recommend that COPS remain a subcommittee through 2011, and that WMS not form a Settlements Working Group in 2011.  Mr. Torrent seconded the motion.  The motion carried on roll call vote.  (Please see ballot posted with Key Documents.)
Nodal Power Balance Penalty Curve – Recommendation to the Nodal Advisory Task Force (NATF) 

Ms. Clemenhagen noted that Topaz filed comments to the issue and yielded the chair to Ms. Bevill.  Resmi Surendran reviewed the draft ERCOT Business Practice document for setting the Shadow Price Caps and Power Balance Penalties in Security Constrained Economic Dispatch (SCED).  Market Participants discussed use of the term “deliverable” regarding Ancillary Services; that requiring Qualified Scheduling Entities (QSEs) to call ERCOT each time to change the Ancillary Service obligation is excessive; and whether language should be altered to indicate that certain steps “may” be taken, rather than “will” be taken.  

Ms. Wagner expressed appreciation for ERCOT’s efforts in revising the curve, but also expressed concern that the proposal removes potential for market solutions.  Ms. Clemenhagen echoed both Ms. Wagner’s appreciation for ERCOT efforts, and concern that 50MW is too much relaxation and forms a disincentive for Quick Start units.  Ms. Clemenhagen added that she would prefer to have Quick Start units and Loads participate, rather than have Ancillary Service be used.  Market Participants expressed concern that Ancillary Service would be substituted for energy at higher prices.
Mr. Ögelman observed that, with the exception of diesel units, Quick Start units cannot respond to these issues due to the short time periods, and that to go through sinusoidal activity is detrimental to Quick Start units.  Mr. Ögelman added that he would need more information regarding scarcity, but that ramping seemed more the issue at play.  Bob Helton expressed concern that the proposal would serve more as a mitigation process than a mechanism to send proper price signals.  

Ms. Clemenhagen opined that Quick Start units are critically needed as more intermittent resources are introduced to the market, and that it is for the owner of the unit to decide whether to star for one or two intervals, and not for ERCOT to construct a policy around the assumption that units will not start for one or two intervals.  ERCOT Staff clarified that, assuming Quick Start units were going to be dispatched in SCED, ERCOT did not want to turn on units, using SCED, for one SCED interval, during ramp rate events.    
Mr. Greer moved that WMS recommend to NATF that the Power Balance Penalty curve begin at $500 and to go 40MW; and that WMS review the issue in the first quarter of 2011.  Ms. Stephenson seconded the motion.  Ms. Wagner requested that a reporting function be considered for development, to indicate how often the process is used and whether there are effects on Ancillary Services.  It was recommended that ERCOT provide an update to WMS after the first quarter of 2011, so that WMS might reconsider the item.  ERCOT Staff noted that the ERCOT market design and analysis group would track the issue.  It was noted that before a $500 Locational Marginal Price (LMP) can be reached, 10MW of Regulation must be used; and that the process is only employed when there is not enough deployable energy.  Mr. Siddiqi opined that, post Nodal go-live, it would be helpful to have two stack variables – one at ramp rate, and one when approaching scarcity.  The motion carried on roll call vote.  (Please see ballot posted with Key Documents.)
NATF Nodal Issues List

Ms. Clemenhagen requested that Market Participants provide feedback to her or via the WMS listserv, and that she would seek direction from TAC as to which items WMS should take up.
Settlement Metering Operating Guide Revision Request (SMOGRR) 009, Submittal Timeline for EPS Metering Design Proposals 

Ms. Stephenson moved to recommend approval of SMOGRR009 as recommended by MWG in the 9/21/10 MWG Report.  Mr. Goff seconded the motion.  The motion carried with one abstention from the Independent Generator Market Segment.
ERCOT Market Design Department – Roles and Responsibilities (see Key Documents)
Steve Reedy presented roles and responsibilities in the ERCOT market analysis and market design group, and noted that John Dumas is now Director of Wholesale Markets.  Ms. Clemenhagen asked about ERCOT’s process for flagging a suspect price.  Mr. Reedy noted that there is not a flag, per se, in the software, and that a shadow SCED is not rerun, but that if certain criteria are not met, a Market Notice would be sent to indicate that the price is being reviewed.  Mr. Reedy added that continual enhancement to the price validation tool has been taken on as an in-house activity.  Mr. Reedy noted that a list of external metrics for market analysis will be published.

Mr. Reedy reported that market design is a post market stabilization effort; that the Market Reform and the IMM reports are incorporated in the assessment; that, as an example, co-optimization of Ancillary Services in Real-Time will be considered; and that ERCOT and IMM Staff are working closely on market design, but in different roles, and will avoid duplicate efforts.  Mr. Reedy reiterated that, for the time, market design is fixed, and that market analysis will be the chief focus.
Demand Side Working Group (DSWG) (see Key Documents)
Nodal Protocol Revision Request (NPRR) 278, Emergency Interruptible Load Service (EILS) Modifications to Correct Self-Provision Settlement Equations, to Accommodate Advanced Metering Infrastructure, and other Clarifications 
Paul Wattles presented NPRR278 for WMS consideration.  Mr. Wattles noted that a majority of the revision is dedicated to revising Settlement equations to level the playing-field for self-providers, and at the request of Public Utility Commission of Texas (PUCT) Staff, QSE obligations are made explicit.  Market Participants discussed language regarding dual commitments; performance criteria; and whether delaying the vote on the item would impact a contract period.  Mr. Wattles noted his preference that language be settled by the November 16, 2010 ERCOT Board meeting, which would allow time for the modification of technical requirements.  

Mr. Ögelman said he needed more clarity regarding fines and violation of the 95% availability requirement and whether it pertains to the entire contract period, or clock hour intervals per event.  Ms. Clemenhagen suggested that the item be considered further at the next WMS meeting.  There were no objections and no vote was taken.
Market Credit Working Group (MCWG) Report (see Key Documents)
Morgan Davies reviewed recent MCWG activities.
Nodal Market Trial Credit Monitoring Management (CMM) Performance Discussion

Cheryl Yager reported that the discussion, requested by ERCOT management, was a high-level review and was not intended to be an independent analysis, but only an update of what Oliver Wyman did previously.  Ms. Wagner expressed hope for validation of current credit requirements, or a recommendation for change, and asked if a change is recommended, would implementation be attempted.  Ms. Yager answered that consideration would be given if the change is critical for Nodal go-live, but otherwise any suggestions would be considered for post-Nodal go-live; and that significant overcollateralization would be considered a problem, but that Market Participants seem to be managing.  Ms. Yager invited continued stakeholder feedback.  
CRR Credit Parameters 

Tim Coffing and Shams Siddiqi provided a joint presentation.  Mr. Coffing noted that bid obligations were the focus of the discussion and reviewed collateralization for bids.  Market Participants discussed the implications of overcollateralization; that the proposal is for auction purposes only and not for the ongoing environment; that for Pre-Assigned Congestion Revenue Rights (PCRRs), there are no collateral requirements in the auction; and that in the case of CRRs, if Entities do not post correct collateral within a certain period, the is risk to the total solution, and ERCOT reclaims and re-auctions the CRR.

Ms. Stephenson moved that M=0 and that A=0.  Mr. Goff seconded the motion.  The motion carried on roll call vote.  (Please see ballot posted with Key Documents.)
Third Party Credit Administration

Mr. Greer asked if it is proposed that a third party come in-house and become the credit manager for ERCOT.  Mr. Davies offered that the solutions seen so far are of voluntary nature to allow net down positions with lower credit requirements, and that other options might be considered later on.  
2011 Project Prioritization List (PPL) 

Troy Anderson reviewed the 2011 PPL and noted that a vote would not be requested of WMS that day.  Mr. Belk asked if there is a formal definition of Nodal stabilization; Mr. Anderson opined that it is the period after Nodal go-live that additional resources will be applied to address urgent issues.  Mr. Goff asked, in the event there are very few items found to be broken after Nodal go-live, and stabilization is completed within six months, if release planning might be achieved in the time set aside for stabilization.  
Mr. Anderson clarified that the highest volume of “breakfix” – the highest priority items to address in stabilization – will occur in the early part of 2011, and that release planning will not be concurrent to those efforts; that there are plans to perform mini-releases to address urgent issues in 2011, but that there are no plans to execute any planned releases for Nodal parking deck items until 2012.  Mr. Anderson added that Nodal parking deck items might be advanced to the stabilization period if Market Participants assign a high enough priority to the item, and the ERCOT Board gives approval; and that certain portions of grey boxed language, even if not assigned a high priority, might be addressed during stabilization, if the corresponding system is opened for a more urgent item.
Ms. Clemenhagen suggested that Mr. Anderson provide an update at the November 17, or December 15, 2010 WMS meeting.
QSE Managers Working Group (QMWG) Report (see Key Documents)
David Detelich reviewed recent QMWG activities.
Draft NPRR: Wind-powered Generation Resource (WGR) / Intermittent Renewable Resource (IRR) Base Point Deviation

Ms. Stephenson noted that Luminant would receive Base Point deviation charges whenever the interval is less than five minutes, or approximately 18 percent of the time; and proposed language to ask for an exemption until ERCOT can correct its systems.  Ms. Stephenson opined that the Nodal Protocols are in error and will lead to numerous disputes.  Market Participants discussed that the negative price issue applies to all generation types, and not just Intermittent Renewable Resources (IRRs); that it is inappropriate to charge for Base Point deviation if there is nothing a Generator can do to avoid it; that the issue was discovered during market trials; and that the tolerances might be adjusted to turn off the function as a temporary fix.   

Market Participants discussed that Generation Resource Energy Deployment Performance (GREDP) is calculated for the month, and that Base Point deviation is calculated per interval; and that the QMWG might take another look at whether the Base Point deviation calculation is correct.
Ms. Stephenson moved to remove IRR references from the title; to change the title to Generation Resource Base Point Deviation Charge Correction; and to file the revision request as amended by the 9/22/10 Luminant comments to WMS and as revised by WMS.  Clif Lange seconded them motion.  Mr. Goff suggested that the Revision Description include language that this item is a candidate for stabilization.  Mr. Anderson suggested that language indicated that the system changes suggested should qualify for implementation during Nodal stabilization.  Market Participants discussed that the language might be better suited for the Overall Market Benefit section.  Mr. Ögelman expressed concern that the motion takes parameter changes off the table, and that the language being files does not in any place change parameters.  Ms. Clemenhagen encouraged Market Participants to file comments.  The motion carried with one objection from the Independent Generator Market Segment, and one abstention from the Independent Power Marketer Market Segment.
Renewable Technology Working Group (RTWG) Report

Brian Gedrich reported that the latest draft of the Emerging Technologies Integration Plan (ETIP) – formerly known as the Renewable Integration Plan (TRIP) – had been distributed to the RTWG listserv for further review and comment, and that the RTWG would meet at the end of September to finalize the draft.  Ms. Clemenhagen invited Market Participants to request specific ETIP issues be discussed at a possible interim WMS meeting, time permitting.
Power Storage Working Group (PSWG)

Mr. Gedrich noted that PSWG would next meet on October 1, 2010, and that the storage community had been requested to enumerate specifics where the community sees barriers to entry; that three presentations are expected; and that PSWG might require WMS guidance.  Mr. Greer and Mr. Goff stated that stakeholder forums are not appropriate venues for the storage community to resolve business models and economic issues.  Mr. Goff added that he would, however, be interested in hearing when storage is a Load versus a Resource, and whether the Load Zone or Node price would be applied.
NPRR272, Definition and Participation of Quick Start Generation Resources (see Key Documents)
Ms. Clemenhagen noted that Topaz filed comments to the issue and yielded the chair to Ms. Bevill.  John Dumas noted that the revision is an effort to provide a mechanism for Quick Start units to participate in the Real-Time energy market.  Market Participants discussed that the Verbal Dispatch Instruction (VDI) would be for a specific MW amount that would be initially shown to SCED, but that the HSL could be above that MW amount once the unit is on line; and that there is not a methodology for getting the unit offline once it is out of the money.  Mr. Dumas noted that removal language was intentionally left out, and that when a unit owner determined to take the unit off line, they would coordinate with ERCOT through the normal process. 
Market Participants urged clarification in the Nodal Protocols as to whether a phone call to ERCOT operators when taking a Quick Start unit offline is required; and discussed that units ordered to stay online would be receive a VDI and be in the Reliability Unit Commitment (RUC) process; and that units will have to be re-qualified, since the time period is shorter, and that an attestation will not be accepted.  Ms. Clemenhagen asserted that units should be subject to RUC Clawback Charges, as these are QSE-committed intervals and not RUC intervals.  Ms. Bauld noted that if a unit received a RUC instruction and then chose to show itself online, it would be deemed in the Settlement system as a QSE Clawback Interval, as NPRR222, Half-Hour Start Unit RUC Clawback (Companion to NPRR207), is in the Nodal parking deck.  
Market Participants also discussed the lack of clarity for how to come off line; the potential impact of multiple units trying to come off line at one time; the creation of risk due to lead times and brief dispatch windows; and that the Quick Start Task Force (QSTF) should consider the language and issues regarding alternatives to the Mitigated Offer Cap, clawbacks, Base Point deviation, self- commitment or otherwise, and testing, performance, and attestations, and advise WMS.  Ms. Clemenhagen referred NPRR272 to QSTF.
CMWG 
CMWG did not provide an update.
Metering Working Group (MWG) 

MWG did not provide an update
QSTF
QSTF did not provide an update
Verifiable Cost Working Group (VCWG) 

VCWG did not provide an update
WMS 2010 Goals Update

This item was not taken up.
Other Business

Ms. Clemenhagen noted that CMWG should begin consideration of economic planning criteria; that she would raise the issue of CRR derating to TAC and that the topic might be referred to CMWG; that QSTF will review NPRR272 language; and that VCWG will not likely pursue further work unless issues arise from those Entities filing verifiable costs.  IMM Staff added that a curtailment flag for WGRs would support stabilization and might be considered by stakeholders.  

Ms. Clemenhagen reminded Market Participants that a Special WMS might be scheduled for October 4, 2010.

Adjournment

Ms. Clemenhagen adjourned the September 22, 2010 WMS meeting at 4:20 p.m.

� Key Documents referenced in these minutes may be accessed on the ERCOT website at: � HYPERLINK "http://www.ercot.com/calendar/2010/09/20100922-WMS" �http://www.ercot.com/calendar/2010/09/20100922-WMS� 
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