Minutes of the Wholesale Market Subcommittee (WMS) Meeting

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

Wednesday, March 9, 2011 – 9:30 a.m.
Attendance

Members:

	Aldridge, Curry
	Tenaska
	

	Belk, Brad
	LCRA
	

	Bevill, Jennifer
	AEP
	

	Brewster, Chris
	City of Eastland
	

	Briscoe, Judy
	BP Energy
	

	Burke, Tom
	Brazos Electric Power Cooperative
	Alt. Rep. for J. Clevenger

	Chakka, Babu
	Austin Energy
	

	Clemenhagen, Barbara
	Topaz Power
	Alt. Rep. for C. Seymour

	Cochran, Seth
	Morgan Stanley
	Clayton Greer

	Cook, Dave
	Cirro Group
	

	Goff, Eric
	Reliant Energy
	

	Grimes, Mike
	Horizon
	

	Hauk, Christine
	Garland Power and Light
	

	Lange, Clif
	South Texas Electric Cooperative
	

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

	Lovelace, Russell
	Shell Energy
	

	Maduzia, Franklin
	Dow Chemical
	

	McMurray, Mark
	Direct Energy, LP
	

	Muñoz, Manuel
	CenterPoint Energy
	

	Ögelman, Kenan
	CPS Energy
	Alt. Rep. for P. Barham

	Smith, Mark
	Chaparral Steel
	

	Stephenson, Randa
	Luminant
	

	Torrent, Gary
	OPUC
	

	Wagner, Marguerite
	PSEG Texas
	


The following proxies were assigned:

· Brad Schwarz to Mike Grimes
· Jennifer Taylor to Mark McMurray
Guests:
	Aguirre, Tich
	CPS Energy
	

	Black, Julie
	PUCT
	

	Brandt, Adrianne
	Austin Energy
	

	Carter, Tim
	Constellation
	

	Coffing, Timothy
	Lume
	

	Franklin, Cliff
	Westar Energy
	

	Gedrich, Brian
	NextEra
	

	Hastings, David
	Jump Power
	

	Hellinghausen, Bill
	EDF Trading
	

	Jackson, Tom
	Austin Energy
	

	Jaussaud, Danielle
	PUCT
	

	Jones, Liz
	Oncor
	

	Jones, Randy
	Calpine
	

	Looney, Sherry
	Lume
	

	McClellan, Suzi
	Good Company
	

	Prentice, Rob
	Topaz
	

	Roach, Temujin
	PUCT
	

	Sandidge, Clint
	Noble Energy Solutions
	

	Siddiqi, Shams
	LCRA
	

	Stewart, Roger
	LCRA
	

	Wittmeyer, Bob
	Consumers
	


ERCOT Staff:

	Albracht, Brittney
	
	

	Billo, Jeff
	
	

	Coon, Patrick
	
	

	Gonzaléz, Ino
	
	

	Patterson, Mark
	
	

	Reedy, Steve
	
	

	Smater, Sebastian
	
	

	Surendran, Resmi
	
	


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

WMS Chair Eric Goff called the meeting to order at 9:30 a.m.
Antitrust Admonition

Mr. Goff 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.

Meeting Minutes

Mark McMurray moved to approve the February 8-9, 2011 WMS meeting minutes as revised, and the February 22, 2011 WMS meeting minutes as posted.  Jennifer Bevill seconded the motion.  The motion carried unanimously.

Public Utility Commission of Texas (PUCT) and Technical Advisory Committee (TAC) Updates
WMS Involvement in Pressing Market Issues Being Addressed by ERCOT Staff

Mr. Goff noted recent Market Participant requests to be engaged by ERCOT Staff in drafting proposals to address observed market issues.  Market Participants discussed that whether ERCOT Staff or Market Participants identify an issue, it is most productive for parties to consult each other in forming solutions; and that engagement early in the process is most efficient, rather than waiting for comment.  Mr. Goff offered to relay the discussion to ERCOT Staff.  

Self-Schedules and Trades at Combined Cycle Logical Nodes

Market Participants discussed the possibility of self-scheduling and trades at logical Nodes; whether a Nodal Protocol revision or a system change would be necessary; settlement issues and tax implications; and that a working group should take up the discussion.  

Tom Burke moved to assign discussion of self-scheduling and trades at Combined Cycle logical Nodes to the Qualified Scheduling Entity (QSE) Managers Working Group (QMWG).  Judy Briscoe seconded the motion.  The motion carried unanimously.

Member Representatives Committee (MRC) of Texas Reliability Entity (Texas RE) (see Key Documents)
White Paper on NERC Facilities Rating Alert 

Randy Jones reported an alert to facilities initiated by North American Electric Reliability Corporation (NERC) staff on October 7, 2011 regarding field equipment ratings.  Mr. R. Jones noted that the alert does not have force of law, but that NERC can require Entities to report data; that compliance personnel should be aware that the proposed reporting scheme will have significant impacts for 2011-2013, as much equipment will have to be de-energized, posing congestion management issues at minimum.  Mr. R. Jones added that the MRC is not asking for WMS action at this time, but advised that Market Participants read the MRC-produced white paper on the alert.    Mr. Goff suggested that WMS might choose to consider and vote on the white paper at a later date.
Randa Stephenson moved to assign discussion of the issue to the Congestion Management Working Group (CMWG).  Mike Grimes seconded the motion.  The motion carried unanimously.

WMS Recommendation: Nodal Protocol Revision Request (NPRR) 264, Clarification of Nodal Protocol Requirements for Generators with Multiple Points of Interconnection 
Ms. Stephenson noted that Luminant Energy would submit comments to NPRR264 in time for review at the March 24, 2011 Protocol Revision Subcommittee (PRS) meeting. 
Barbara Clemenhagen moved to recommend to PRS that NPRR264 remain tabled.  Mr. Grimes seconded the motion.  Market Participants discussed that a number of issues remain to be resolved and that language should be refined for clarity.  The motion carried with one abstention from the Municipal Market Segment.

CMWG (see Key Documents)
Marguerite Wagner reported highlights of the March 3, 2011 joint CMWG/Planning Working Group (PLWG) meeting and resultant homework assignments, and outstanding CMWG items.  Market Participants discussed whether the ERCOT Board-approved Point-to-Point (PTP) Obligations apply to all obligations for the balance-of-year auctions; that WMS would like to participate in building the obligations list; that consideration should be given to reviewing the entire list of points and removing points that are volatile or have credit risk implications; and that care should be given to not limiting hedging opportunities at the beginning of the year.
Congestion Revenue Right (CRR) Related Discussion Items (see Key Documents)
Steve Reedy presented CRR issues regarding calendar changes, the capacity factor calculation for Non-Opt In Entities (NOIEs) and multi-month modeling assumptions.  Market Participants discussed inconsistencies in the Nodal Protocols and debated whether any revisions are required before future monthly or balance of year auctions.  Clayton Greer offered that market expectations should be addressed and re-set as soon as possible.
Market Participants discussed the settlement calendar and requirements regarding posting the dates for invoices; that financial instruments would not be allocated before the approval of NPRR331, Addition of the Balance of the Year PCRR Allocation; that the auction would come after allocation; that auction software and hardware is in testing; and that per Nodal Protocols, the model for the balance-of-year auction will post ten days prior to the opening of the bid window.
ERCOT CRR Use of Planning Model Data

Mr. Reedy opined that the last sentence of Nodal Protocol 7.5.1 (2) is misinterpreted by many parties as the prompt month, rather than the month when the auction is held.  Mr. Greer noted that the intent was to allow a month so that items that are not in service are not included in the auction.  It was discussed that the one-year-out auction is 55 percent; Mr. Greer opined that the one year auction may be increased to 60 percent and the two year auction at 20-30 percent.  Mr. Reedy noted ERCOT analysis of Transmission Project and Information Trackings (TPITs) wherein significant slippages were found on most projects.  Ms. Stephenson noted Luminant’s use of the Operations Model, wherein Outages will be included as long as they are in when the model is pulled.  It was discussed that for an annual model for 2012, a NOMCR that comes online May 31 will be in the June model and subsequent models; and that the annual model is 36 individual models, one for each Time of Use.
Ms. Clemenhagen moved that the CMWG take up the issue of Network capacity and percentages used for annual and two year CRR auctions.  Ms. J. Bevill seconded the motion.  The motion carried unanimously.

Demand Side Working Group (DSWG) (see Key Documents)
Tim Carter provided a DSWG update, noting that the February 2, 2011 Energy Emergency Alert (EEA) event highlighted Emergency Interruptible Load (EILS) deployment.  Market Participants requested that ERCOT Staff make EILS deployment data available as soon as possible; that both business hour and non-business hour EILS were deployed; and whether some EILS might have been recalled and reserved for later use.  ERCOT Staff explained that firm Load was not restored until after 1300 hours; that restored units continued to trip throughout the day; and that EILS Loads were not restored in an effort to maintain as many reserves as possible during the ongoing instability.  Mr. Goff encouraged Market Participants to attend the March 11, 2011 EILS Subgroup DSWG meeting.
Market Participants also discussed that there is not time to alter terms before the April/May EILS contracting period; that ERCOT Staff is working to gather EILS performance data; and that revisions to the contracts might be fairly limited within the constraints of the PUCT rule.  Mr. Greer opined that consideration should be given to establishing the EILS product as a market.
Emerging Technology Working Group (ETWG) 
Brian Gedrich reported that ETWG had not yet reached resolution to its issues, but that Energy Storage High Sustained Limit (HSL) Testing would also be considered by the Reliability and Operations Subcommittee (ROS); and that ETWG will sponsor a solar workshop at ERCOT Austin on April 25, 2011.

Market Credit Working Group (MCWG) (see Key Documents)
Tim Coffing provided the MCWG update, noting that a default risk timeline is a new item under review by MCWG, and that the Federal Energy Regulatory Commission (FERC) has recommended that all ISOs adopt a two-day cure limit.  Mr. Coffing reviewed CRR Auction credit concerns; Ms. Stephenson requested focus on what may be implemented; emphasized that implementation timelines should be vetted by WMS; and reiterated the importance of having ERCOT Staff participation engaged early in the discussions. 
NPRR320, Minimum PTP Option Bids and CRR Auction Fees
Mr. Goff yielded the chair to WMS Vice Chair Ms. J. Bevill.  Ms. J. Bevill noted that NPRR320 was remanded to PRS by TAC, and that TAC also requested review by WMS and the Commercial Operations Subcommittee (COPS).  Mr. Reedy presented ERCOT observations regarding NPRR320, and expressed concern that the 200,000 bid limit may soon be broken; and that Resource Node-to-Resource Node Options may be systematically underpriced.  Mr. Reedy also conveyed ERCOT’s concern with the number of Point-to-Point Options that are being awarded and opined that, while the CRR market is an auction and markets determine prices, a zero price is not necessarily the correct clearing price in an auction.
Market Participants discussed that dead buses should be removed and that to include aberrations, or not delineate them, presents an improper picture of bid prices; that where there is no actual congestion, congestion rents should not be paid; that to remove certain subsets of bids would adversely affect transparency; and whether convergence is the objective of the market.  Market Participants discussed possible solutions proposed by ERCOT Staff.

Seth Cochran moved that, as part of the WMS review of NPRR320, that WMS review Resource Node-to-Resource Node CRRs regarding the possibility of limiting those that are on electrically equivalent paths, similar to net metering rules for electrically equivalent nodes; and that WMS give additional review to the item at the April 13, 2011 WMS meeting.  Mr. Ögelman seconded the motion.  Mr. Dumas requested that WMS hold a Special WMS meeting to review possible short- and long-term solutions to variations of the “dead bus” issue.  Market Participants discussed potential meeting dates and approval timelines, and conflicts with the Gulf Coast Power Association (GCPA) conference; that there have been no revisions to NPRR320 at this time; and that both COPS and WMS are reviewing NPRR320.  The motion carried with one abstention from the IOU Market Segment.
Discussion of NPRR323, Correct DAM Credit Exposure Language and Enable Qualified Expiring CRRs to Offset PTP Bid Exposure
It was noted that TAC recommended NPRR323 for approval.
QMWG (see Key Documents)
Sherry Looney provided a review of recent QMWG activities.
Generation Resource Energy Deployment Performance (GREDP)

Ms. Stephenson noted Luminant Energy concerns regarding the application of the GREDP metric in light of the February 2, 2011 EEA event, and reiterated a request that ERCOT provide clarification as to how the metric will be applied.  Mr. R. Jones noted that GREDP is a steady state performance metric; and that the lengthy EEA had eight frequency excursions, while there are usually no more than five frequency excursions in an entire month.  Market Participants noted that investigations into the event are on-going and that ERCOT Staff might be engaged in a formal discussion on the metric at a future meeting.

NPRR308, Deployment Procedures for Non-Spin Resources
Christine Hauk opined that NPRR308 is not a suitable solution and that the attendant issue should be addressed in a different manner; Ms. Looney recommended that NPRR308 be rejected.  

Ms. Hauk moved to recommend rejection of NPRR308; and to direct the QMWG to take up consideration of the issue.  Mr. Burke seconded the motion.  Market Participants discussed that comments filed to revise NPRR308 would be extensive and would essentially yield an entirely different NPRR.  The motion carried with two abstentions from the Independent Generator Market Segment.

Verifiable Cost Working Group (VCWG) (see Key Documents)
Tich Aguirre reviewed recent VCWG activities.
NPRR319, Required Documentation to Recover Fuel Costs for RUC Deployments 

It was noted that NPRR319 would receive its first PRS consideration at the March 23, 2011 PRS meeting.  Mr. Goff encouraged interested parties to attend the PRS meeting.

Direction to VCWG Regarding Short Term Solution for Proxy Heat Rate (PHR) 

Ino Gonzaléz conveyed ERCOT Staff’s proposal that the Median be used to calculate the PHR in the short term.  Mr. Ögelman expressed uncertainty as to a standard distribution. 
Mr. Ögelman moved to use the Mean with one Standard Deviation as the short term solution for calculation of the PHR.  Mark Smith seconded the motion.  The motion carried with four abstentions from the Consumer, Independent Generator, Independent Retail Electric Provider (IREP), and Investor Owned Utility (IOU) Market Segments.
Verifiable Cost Manual Revisions

Mr. Gonzaléz reviewed revisions to the Verifiable Cost Manual.  It was discussed that it was anticipated that ERCOT would need additional staff to perform Verifiable Cost analyses; that Resources need to be able to change their Resource Asset Registration Form (RARF) frequently due to seasonal conditions and equipment changes; and that Resources should not be harmed due to ERCOT resource constraints.  Mr. Gonzaléz noted that some stakeholders want monthly revisions, others want revisions-on-demand, and opined that it is not reasonable to expect a constrained staff to process Verifiable Cost revisions weekly for any and all Entities without some level of automation, and so revision limitations are necessary.   

Market Participants discussed that some revisions might be seasonal, while others may be due to the nascence of the Nodal Market; whether a four month revision limit might be applied in conjunction with an appeal process; that ERCOT should ensure adequate resources to perform according to Nodal Protocols, but that Market Participants must acknowledge the reality of budget constraints that flow to resource limitations.  
Ms. Stephenson moved to table the issue and remand the item to the VCWG.  Ms. Clemenhagen seconded the motion.  Ms. Stephenson and Ms. Clemenhagen then accepted Mr. Goff’s suggested that the item be referred to the QSTF and amended the motion.  Mr. Gonzaléz suggested that the current values be retained until the issue is resolved, lest ERCOT Staff be required to calculate the minimum online time for every Entity.  Ms. Stephenson and Ms. Clemenhagen further amended the motion to suspend the calculation requirement for the month of April to allow time for a solution to be brought forward to the April 13, 2011 WMS meeting.  Mr. M. Smith expressed concern for resource allocation and suggested that WMS recommend that ERCOT provide additional resources to perform what is required in the Verifiable Cost Manual.  Mr. Goff offered to convey Mr. M. Smith’s concern and noted that Mr. Gonzaléz has frequently stated that the Verifiable Cost process is a complex manual process.  The motion carried unanimously.
Direction to VCWG Regarding Solution for Calculation of Value of X (VOX)

Mr. Brewster opined that the issue regards being compensatory, and recalled his earlier thought to create an adder that would minimize ERCOT Staff workload and balance it against Resource owners’ ability to seek a dispute.  Mr. Brewster opined that Option 1 might strike such a balance, and asked what type of system change might be necessary to create an either/or option, such as the lower of a percentage or a fixed value.  

Mr. Brewster moved to direct the VCWG to develop a proposal based on the structure of a “lesser of” logic, i.e. the lesser of ten percent or 50 cents.  Mr. Burke seconded the motion.  The motion carried unanimously.
Protocol 9.14.7, Disputes for RUC Make-Whole Payment for Exceptional Fuel Costs (see Key Documents)
Recovering Actual Fuel Cost for Reliability Unit Commitments (RUCs)
Ms. Stephenson moved that the generic Heat Rate be used in calculating the energy price for RUC commitments.  Mr. Lovelace seconded the motion.  Some Market Participant expressed a preference to use the Heat Rate calculated from the offer; other Market Participants countered that the same fuel cost is not embedded in the offer.  It was noted that different decisions are made in an economic market versus reliability circumstances; that hedging strategies might differ in the DAM; and that those Entities that fear being harmed should file Verifiable Costs.  Ms. Stephenson noted that she was incorrect in understanding that the VCWG had already reviewed the item; Ms. Stephenson withdrew the motion.  Mr. Goff added that WMS would consider the item at its April 2011 meeting and apologized to Entities currently in engaged in disputes.
Additional NPRR for WMS Consideration (see Key Documents)
NPRR309, Providing STWPF to QSEs Contractually Affiliated with WGR

Mr. Goff conveyed suggestions that NPRR309 be referred directly to the QMWG.  There were no objections.

State Estimator Redaction Task Force (SERTF) (see Key Documents)
Ms. Stephenson provided a progress report on SERTF efforts, noting that ERCOT is now publishing a “backstop” report to comply with PUCT rules; that Market Participants should contact ERCOT directly with any issues on the publication of particular results; and that Market Participants should recommend to WMS additional interfaces and constraints for publication.
NPRR327, State Estimator Data Redaction Methodology

Ms. Stephenson moved to recommend that PRS table NPRR327.  Ms. Clemenhagen seconded the motion.  The motion carried unanimously.

Additional Interface and Generic Constraints Publication
Mr. Goff noted that he had not heard any concerns that posting Valley Import lines violates confidentiality.

Mr. McMurray moved to recommend that Valley Import State Estimator results be published.  Mr. Grimes seconded the motion.  The motion carried unanimously
Valley Import: Proposed New Maximum Shadow Price and NSRS Deployment and Recall Procedure Update (see Key Documents)
Resmi Surendran presented issues associated with the Valley Import constraint.  It was discussed that it would take approximately three years to create a Load Zone for Valley.  IMM Staff noted that the Valley Import thermal limit is usually 1100 MW under normal conditions; that there is some built-in buffer that mitigates to some extent the severity of the violation; that engineering analysis on the types of buffers might help in determining the answer; that 1100 and 1400 have different implications for post-contingency outcomes; and that and irresolvable constraint poses a shortage condition and a reliability condition.
Market Participants discussed whether there are any projects in the queue for interconnection in the area; impacts of a $350 Shadow Price cap on development; whether there are concerns for unintended consequences of DAM participation by Loads in the South Zone; and that due to the large size of the South Load Zone, Load response in Corpus Christi does not mitigate specific line overloading.  Ms. Stephenson expressed concern for precedent; suggested that ERCOT Staff provide more information on how the issue is addressed; and requested hat a defined and vetted procedure be developed.  
Market Participants discussed that the item was not posted for a vote by WMS; that IMM Staff proposed reviewing a broader set of data in determining the answer; and that TAC might provide a recommendation to the ERCOT Board with different numbers than those contemplated by WMS.  Market Participants desired to offer a WMS recommendation to TAC, but determined that it would first like to review a process document; understand why the proposal is Valley-specific; and suggested that the topic be taken up again at a Special WMS meeting. 
Non-Spinning Reserve (Non-Spin) Deployment
Ms. Surendran presented Non-Spin deployment issues including possible deployment criteria, partial deployment issues, and potential short- and long-term solutions.  Mr. Goff noted that his organization’s unit was RUCd for Non-Spin, and is looking for a mechanism to recognize that there is Non-Spin procurement.  Market Participants discussed the possibility of an NPRR to provide a capacity payment when a unit is RUCd on; that NPRR307 corrects the inability to offer into the Supplemental Ancillary Services Market (SASM) at a rate that is compensatory; and that discussion needs to be given to the effect on energy prices when Non-Spin is deployed.
IMM Staff noted that the procedures have been modified from the TAC-approved document; Market Participants asked if there was a Market Notice regarding the divergence.  ERCOT Staff stated that a bulletin had been sent; that the TAC procedure has not changed; that ERCOT has discretion in the operating procedure, and that now that operating experience has been gained, all relevant procedures should be updated.  Market Participants noted that the item is under review by the QMWG and that further discussion is needed.
Nodal Project Priority List – Update (see Key Documents)
Preview of Phase 2 of Parking Deck Impact Assessments
Due to time constraints, this item was not taken up. 
Quick Start Task Force (QSTF) (see Key Documents)
Rob Prentice presented highlights of the February 17, 2011 QSTF meeting.  Ms. Stephenson cautioned the QSTF in reviewing practices by other Independent System Operators (ISOs), noting that ERCOT is an energy-only market, while other systems have capacity markets.
Short-Term Proposal – Generation To Be Dispatched (GTBD) Price Forecast

Mr. M. Smith offered that there is a difference of opinion as to the meaning of short- and long-term, and noted that the forecast processes allows industry the ability to quickly determine when to operate.
Mr. Smith moved to direct the QSTF to take up consideration of GTBD forecasting, and to present WMS with additional analysis.  Ms. Stephenson seconded the motion.  The motion carried unanimously.

Market Participants discussed the use of make-whole payments in an imperfect forecast; the variables posed by wind forecasting; and that WMS is interested in the accuracy of forecast methodologies and the cost of implementing a solution.  
Generation Adequacy Task Force (GATF)

Generation Resource Returning to Service from Mothballed Status, Related to NPRR295, Synchronization of Protocol for Generation Resource Designation as Mothballed or Decommissioned
Mr. Goff conveyed Adrian Pieniazek’s opinion that the assigned discussion is moot at this time.  Ms. Clemenhagen added that pending the opening of a Generation Adequacy rulemaking at the PUCT, there might be broader issues to address at a later time.  
WMS 2011 Goals Update

This item was postponed to a later WMS agenda, pending the finalization of 2011 TAC goals.
Other Business

Ms. Clemenhagen recommended that WebEx be employed for WMS meetings.  Mr. Goff announced that a Special WMS meeting would likely be scheduled for March 17, 2011.
Adjournment

Mr. Goff adjourned the March 9, 2011 WMS meeting at 5:05 p.m.
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