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MINUTES OF THE ERCOT WHOLESALE MARKET SUBCOMMITTEE (WMS) MEETING

Hilton Austin Airport Hotel
Austin, Texas
August 20, 2003
Chair Bob Helton called the meeting to order on August 20, 2003 at 9:35 a.m.  
Attendance:
	Morter, Wayne
	AEN
	Member

	Ross, Richard
	AEP
	Member

	Helton, Bob
	ANP
	Member/Chair

	Prichard, Lloyd
	APX
	Guest

	Bryant, Dana
	BP
	Guest

	Helpert, Billy
	Brazos Electric Cooperative
	Member

	Vera, Alfred
	Brownsville PUB
	Guest

	Hancock, Tom
	Bryan Texas Utilities
	Member

	Jones, Randy
	Calpine
	Member

	Pieniazek, Adrian
	CenterPoint Energy
	Member

	Waters, Garry
	Competitive Assets
	Guest

	Greer, Clayton
	Constellation
	Member Representative (for Moss)

	Brown, Jeff
	Coral
	Member

	Worley, Donna
	Coral
	Guest

	Hughes, Hal
	Covington Consulting
	Guest

	Jones, Dan
	CPS
	Member

	Maldonado, Eliezer
	Dow
	Member

	Galvin, Jim
	ERCOT
	Staff

	Gerber, Jeff
	ERCOT
	Staff

	Grimm, Larry
	ERCOT 
	Staff

	Hailu, Ted
	ERCOT
	Staff

	Henry, Mark
	ERCOT
	Staff

	Johnson, Lori
	ERCOT
	Staff

	Li, Young
	ERCOT
	Staff

	Mereness, Matt
	ERCOT
	Staff

	Saathoff, Kent
	ERCOT
	Staff

	Wagner, Marguerite
	ERCOT
	Staff

	Whittle, Brandon
	ERCOT
	Staff

	Yu, Jun
	ERCOT
	Staff

	Wilkins, Pat
	Exelon
	Member Representative (for Cunningham)

	Garza, Beth
	FPL Energy
	TAC Chair

	Godfrey, Kim
	FPL Energy
	Guest

	Metcalf, Kellie
	FPL Energy
	Guest

	Villar, Juan R.
	FPL Energy
	Guest

	Singleton, Gary
	Garland
	Member

	Danielson, Rod
	Gexa Energy
	Member

	Lane, Terry
	Green Mountain Energy
	Member

	Wagle, Pushkar
	LCG Consulting
	Guest

	Belk, Brady
	LCRA
	Member/Vice Chair

	Morris, Sandy
	LCRA
	Guest

	Reid, Walter
	LCRA
	Guest

	Siddiqi, Shams
	LCRA
	Guest

	Ohlhausen, John
	Medina Electric Cooperative
	Member

	Jaussaud, Danielle
	PUCT
	Guest

	Carlson, Trent
	Reliant 
	Member

	Gedrich, Brian
	Reliant
	Guest

	Rucker, Rick
	Republic Power
	Member

	Bequette, Buck
	RWE Trading Americas
	Guest

	Blevins, Phillip
	STEC
	Member Representative (for Troell) 

	Smith, Kevin
	Tenaska
	Member

	Plunkett, Derenda
	Texas Genco
	Guest

	Lozano, Rafael
	Texas Independent Energy
	Member

	Seymour, Cesar
	Tractebel
	Guest

	Smith, Mark
	TXI
	DSRWG Chair

	Gurley, Larry
	TXU
	Member Representative (for Ward)/QPMWG Chair


Approval of July 16, 2003 WMS Meeting Minutes
A motion was made by Brad Belk and seconded by Randy Jones to approve the draft July 16, 2003 WMS Meeting Minutes as presented.  The motion was approved by a unanimous voice vote.  
“Texas Nodal” Market Design Implementation Process
Bob Helton reviewed the status of the initiative to develop a new wholesale market design for the ERCOT Region.  Helton noted that the Board addressed the issue at its August 19th meeting.  Trip Doggett will act as the Independent Facilitator and Vikki Gates-Cuddy as the Chair of the Coordination Team.  The Board discussed the proposed voting structure.  

The first meeting of the “Texas Nodal Team” has been scheduled for August 27th.    
Task Force to Develop PRRs to Implement the ERCOT Reactive Standard
Bob Helton reported that the TAC had approved the proposed Reactive Standards Document.  PRRs would need to be completed in time to be considered by the TAC at its November meeting.  Walter Reid volunteered to generate the necessary draft PRRs for WMS consideration.   

 Cost Effective Design Issues
Joel Mickey briefly discussed the Replacement Reserve Service (RPRS) Procurement Process.  ERCOT submitted an amended PRR 413 (Optimization for the Whole Operating Day in RPRS Procurement Process) to the PRS for consideration at its July 24th meeting.  The PRS approved the PRR and assigned a priority of 1.1.  The TAC and Board also subsequently approved PRR 413.  A “whitepaper” on “Considering RMR Units and Non-Bid Resources in RPRS Market Clearing Process” was developed by ERCOT and distributed.  The “whitepaper” provides more details and explanation to the WMS related to how the proposed RPRS procurement process will work.  
Bob Helton reported that the Board was concerned over the time it took to determine that there were very high Local Balancing Energy costs occurring for the Local Constraint from Farmersville to Royse.  These Local Balancing Energy costs are uplifted to Loads on a Load Ratio Share.  These high costs began occurring in June.  The WMS discussed how the sum total of all uplifted charges could be rolled out regularly.  This would provide estimates of the uplifts.  Jim Galvin noted that this might be possible and could be accurate to within 3% to 5%.  ERCOT will develop a proposal and the CEDITF agreed to address at its next meeting.          
Settlement Dispute Metrics
As requested at the July 16th WMS Meeting, Richard Gruber discussed issues related to Settlement Disputes.  Gruber noted that approximately 12,000 disputes were filed in 2002 and approximately 4,500 disputes have been filed in 2003 through July.  The WMS discussed how many are routine disputes and how many are due to some type of anomaly.  ERCOT was asked to provide metrics categorized by the drivers of the disputes.  The WMS is attempting to determine the structural issues creating the disputes.  The WMS further discussed some of the causes of the disputes and the various deadlines and issues related to the dispute process.  
Rick Rucker noted that ERCOT does not resettle the Ancillary Services Market.  Loads are based on load profiles.  As a result, a REP could have a grossly incorrect Ancillary Service obligation due to errors that are no fault of its own.  PRR 451 has been developed to address this issue and treat Ancillary Services as any other energy product.  The PRR eliminates any uncertainty that Ancillary Service obligations are to be trued up and clarifies that they are subject to adjustment throughout the entire settlement process.
PRR 404 – Energy Procured From ERCOT
Rafael Lozano discussed proposed modifications to PRR 404 – Energy Acquired through ERCOT Processes (see Attachment).  There are situations when a resource only QSE loses its resource at an inopportune time.  At such times, it might be impossible or very costly to make bilateral arrangements to replace the lost resource.  There is a significant difference between generators with loads and generators without loads when a generator trips.  PRR 404 allows Resource Entities to have the ability to provide relaxed balanced schedules for a limited period of time but only after experiencing a generation unit outage.  The primary intent of the PRR is to allow for short term relief by providing a resource only QSE with options that are similar to a QSE that represents both loads and resources.  Lozano noted that ERCOT Staff has reviewed the proposed modifications and supports them.  The WMS discussed the need for the QSE to provide a Recovery Plan and the need for firm timelines.  It was noted that the PRR raises issues related to credit and collateral requirements for resources.  Gary Singleton expressed concern about possible reliability issues brought about by PRR 404.  Although there was general support for the PRR, reliability concerns were expressed over the length of time that a QSE can schedule energy through ERCOT processes.  Lozano and Cesar Seymour were asked to modify the proposed PRR as suggested by the WMS (address collateral requirements and schedule requirements from ERCOT).      

Down Balancing Energy Service Minimum Bidding Requirements
Clayton Greer discussed the issue of Down Balancing Energy Service minimum bidding requirements.  Greer noted that current Protocol language requires inefficient operation of units above their Low Operating Limit to meet the percent bidding requirement.  Greer also noted that the Protocols are currently discriminatory to those who do not own base load generation that can be used to lay off these bids and noted that the Protocol language was inserted to fulfill a request by Dr. Oren that some minimum level of Down Balancing bids should be required to prevent this part of the bid stack from being exhausted.  There has however not been a review to see if the method chosen actually produced good results.  Greer asked that this method/process be reviewed.  Greer suggested that some of the questions to be answered are as follows:
1. When is down balancing used?  Is there a period or pattern when down balancing is required? 
2. How much down balancing is generally required?  Is 10% the right amount or is more or less needed? 
3. Is the mechanism that was chosen to allocate the responsibility for this service the best, or could something better be developed?

Greer volunteered to develop a PRR to address the down balancing energy requirement.  The QPMWG was asked to look at the long term implications and determine if there is a continued need for this requirement.        
ERCOT Board and TAC Report
Bob Helton briefly reported on the activities of the Board and TAC.  The TAC met on August 6th and Board met on August 19th. 
The TAC approved PRRs 410, 413, 422, 431, and 439.  Because there is now a draft PUCT Rule related to the code of conduct issue, the TAC voted to recommend to the Board that no action be taken on PRR 384 at this time.  The Board also approved the above PRRs and supported the TAC’s recommendation to take no further action on PRR 384 (Market Participant Code of Conduct) until the PUCT Rule is issued.
For details, the TAC Meeting Minutes are posted on the ERCOT Web Site.  The next TAC Meeting is scheduled for September 4th.

For details, the draft minutes of the August 19, 2003 ERCOT Board Meeting is, or will be, posted on the ERCOT Web Site.  The next Board Meeting is scheduled for September 16th.

Protocol Revisions Subcommittee (PRS) Report
The PRS met on July 24th.  The WMS discussed the process for moving the PRRs forward that might be developed as a result of the new Market Design initiative.  
For details, the draft meeting minutes are, or will be, posted on the ERCOT Web Site.  The next PRS Meeting is scheduled for August 21st.  
Retail Market Subcommittee (RMS) Report
The RMS met last on August 14th.  For details, the draft meeting minutes are posted on the ERCOT Web Site.  The next RMS Meeting is scheduled for September 18th.

Reliability and Operations Subcommittee (ROS) Report
The ROS met on August 13th.  Randy Jones reported that the ROS approved OGRRs 132 and 133.  
For details, the draft meeting minutes are posted on the ERCOT Web Site.  The next ROS Meeting is scheduled for September 10th.

Generator Reactive Compensation Task Force (GRCTF) Report
Randy Jones briefly reported on the activities of the GRCTF.  The GRCTF met on August 18th.  The task force was formed to develop a proposed settlement treatment for reactive power provided by generators within the existing Voltage Support Service.  Jones reported that a draft “whitepaper” is being developed that describes the conceptual issues being addressed by the task force.  It is expected that the “whitepaper” will be brought to the next WMS Meeting for review and discussion.   

QSE Project Managers Working Group (QPMWG) Report (see Attachment)
Larry Gurley reported on the activities of the QPMWG.  The QPMWG met on August 13th.  Gurley discussed the following issues:
· July Resource Plan Performance Report – The WMS discussed whether QSEs should be identified and the scores made public.  PUCT involvement has added more emphasis to the peer review process with the possibility of adding fines and/or penalties.  PRRs will likely be required to address the confidentiality issues and better define Resource Plan Performance Metrics (Protocols Section 6.10).
· ERCOT Regulation Deployments Performance – Bob Helton discussed the formula used to derive the participation factor.  Helton expressed concern that the participation factor can greatly impact a QSE’s score and asked the QPMWG to investigate further.  The QPMWG discussed whether non-regulating QSEs should also be measured and all QSE’s performance be posted, not just QSEs providing regulation.  
· OOME and Down Balancing Energy Deployments – ERCOT agreed to provide additional information related to the amount of OOME and Down Balancing Energy deployed on August 7th and 8th and June 13th, respectively.
Gurley briefly reported on SCR 730.  Implementation is expected in November 2003.     
The next regular QPMWG Meeting is scheduled for September 11th.  
Cost Effective Design Issues Task Force (CEDITF) Report
Joel Mickey reported on the activities (see Attachment) of the Cost Effective Design Issues Task Force (CEDITF).  Mickey discussed current issues related to Market Solution.  There is currently an inconsistency between deployment based on bid price and payment using Resource specific generic cost, and this disconnect may introduce market inefficiencies that might not benefit the load over the long run. Walter Reid discussed the Competitive Bid Solution and what is needed before this mechanism can be turned back on.  Reid also discussed the known problems, unit specific bid limits, and possible bid overlap associated with the Competitive Bid Solution.  Mickey further discussed a possible solution to align dispatch and payment for local deployments (bid table) and the WMS discussed details of this proposal at length.  A motion was made by Larry Gurley and seconded by Brad Belk that the WMS accepts the concepts of the CEDITF recommendation related to unit specific bidding and that the task force develop the details for WMS consideration at the next WMS Meeting.  The motion was approved (see Roll Call Vote).  The CEDITF also discussed the difficulty of meeting the December 31, 2003 sunset date established in PRR 440.  
Demand-Side Response Working Group (DSRWG) Report
Mark Smith reported on the activities of the DSRWG.  The DSRWG met on August 15th.  Smith discussed the revised draft of the “Load Participation in the ERCOT Market” or “LaaRs for Dummies” Document.  The revised document includes numerous updates, particularly an expansion of the section on Voluntary Loads (formerly known as Passive Loads).  The revised “Load Participation in the ERCOT Market” Document will be posted on the ERCOT Web Site.  
Smith discussed PRR 436.  This PRR was remanded back to the DSRWG by the PRS for further refinement.  The purpose of this PRR is to facilitate LaaRs/BUL participation in the ERCOT Market.  The changes proposed in this PRR are considered to be necessary in clarifying the role of Loads in the Ancillary Service and BUL Markets.  The DSRWG decided that the block deployment issue will be removed from the PRR and addressed by a new PRR.  The proposed cap on over-performance by responsive reserves will be set at 150%.  Language will be added to clarify how the amount of non-spinning provided by a LaaR will be measured when there is no curtailment event.  This change might affect the Scheduling Control Error as well as the performance monitoring criteria.  Smith was asked to provide a presentation at the next WMS Meeting.
Smith then discussed the status of PRR 448 – Changes to Implement Balancing Up Loads (BULs) and Block Deployment of LaaRs.  This PRR was designed to better address the treatment of BULs within dynamically scheduled Non-Opt-In Entity areas.  The PRR clarifies how the BUL formulas treat each type of scheduled Load and also clarifies the BUL capacity payment calculations and removes Resource Plan language since BUL is not a Resource.  ERCOT-wide calculations of BUL payments currently rely on distinguishing whether Loads are statically or dynamically scheduled.  Concern has been expressed that some gray-boxed language intended to address LaaRs would be erroneously deleted through PRR 448.  The PRR will be revised to leave the gray box alone.  ERCOT has requested to have this PRR approved before completing the system changes necessary to start up the BUL Program.  Consequently, the BUL program will likely not be implemented until late September at the earliest.  

A PRR related to LaaR OOMC and OOME Deployment and Payment has been finalized.  The PRR raises the question of discriminating treatment of load versus generators.  

Smith also noted that the DSRWG discussed the issue of hockey stick price mitigation.  The DSRWG plans to discuss how prices set by a hockey stick bid were going to be mitigated under the Modified Competitive Solution Method.  DSRWG Representatives have expressed a concern that the ex-post nature of this mitigation method would discourage voluntary loads from participating in the Market and respond to price signals when prices are high because Market Participants would not know if the prices seen will be mitigated.  There is a need for price certainty to encourage load participation.  According to ERCOT, ex-post prices are manually determined no earlier than one day after the actual operation day.  The WMS discussed.  It was noted that an ex-ante mitigation process would take time to implement.  ERCOT will be invited to the next DSRWG Meeting to provide an explanation on recent ex-post price corrections as well as the resource requirement to provide ex-ante price signals.  
The next DSRWG Meeting is scheduled for September 12th.  
Congestion Management Working Group (CMWG) Report 
Bob Helton reported on the activities of the CMWG.  The CMWG met last on August 18th.  Helton noted that a 2004 CSC and Zone determination recommendation must be completed in time to be addressed by the Board in October.  Several alternate proposals have been developed.  Trent Carlson expressed concern about the large increases in uplifted costs to his company since deregulation began.  

The WMS discussed whether or not standardization of the shift factors was appropriate prior to clustering.  A small group met and discussed how standardizing shift factors removes the bias of CSCs with more than two circuits and to decide whether this is something that needs to be incorporated into the zonal determination process.   The group generally agreed that standardization is appropriate, but that it would be appropriate to take into consideration the revised CSC selection process before settling on a particular methodology.  After discussing, the WMS agreed that the small group should meet again and formulate a succinct recommendation for WMS consideration.   
The next CMWG Meeting is scheduled for August 25th. 
Future WMS Meetings

The next WMS Meeting is scheduled for September 17, 2003 from 9:30 a.m. to 4:00 p.m.  The meeting location is not yet known, but the WMS will be notified of the location when it is confirmed.  Additional WMS Meetings are scheduled for October 22nd and November 19th.    
There being no further business, the WMS Meeting was adjourned by Bob Helton at 3:40 p.m. on August 20, 2003.  
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