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MINUTES OF THE ERCOT WHOLESALE MARKET SUBCOMMITTEE (WMS) MEETING

ERCOT Austin Office

Austin, Texas
January 22, 2004
Chair Bob Helton called the meeting to order on January 22, 2004 at 9:35 a.m.  
Attendance:
	Morter, Wayne
	AEN
	Member

	Ross, Richard
	AEP
	Member

	Helton, Bob
	ANP
	Member/Chair

	Bryant, Dana
	BP Energy
	Guest

	Helpert, Billy
	Brazos Electric Cooperative
	Member

	Vera, Alfred
	Brownsville PUB
	Guest

	Pieniazek, Adrian
	CenterPoint Energy
	Member

	Waters, Garry
	Competitive Assets
	Guest

	Greer, Clayton
	Constellation Power Source
	Member

	Brown, Jeff
	Coral Power
	Member

	Worley, Donna
	Coral Power
	Guest

	Werner, Mark
	CPS
	Member

	Maldonado, Eliezer
	Dow
	Member

	Parkhill, Derrick
	Entergy Solutions
	Member

	Deller, Art
	ERCOT
	Staff

	Egger, Scott
	ERCOT
	Staff

	Gerber, Jeff
	ERCOT
	Staff

	Grimm, Larry
	ERCOT
	Staff

	Johnson, Lori
	ERCOT 
	Staff

	Marsh, Tony
	ERCOT
	Staff

	Ragsdale, Kenneth
	ERCOT
	Staff

	Yu, Jun
	ERCOT
	Staff

	Zotter, Laura
	ERCOT
	Staff

	Cunningham, Mike
	Exelon
	Member

	Moss, Steven
	First Choice Power
	Member

	Godfrey, Kim
	FPL Energy
	Guest

	King, Ray
	Frontera
	Guest

	Singleton, Gary
	Garland
	Member

	Danielson, Rod
	Gexa
	Member

	Lane, Terry
	Green Mountain
	Member

	Hinojosa, Jr., Alex
	Hino Electric Power
	Member

	Belk, Brady
	LCRA
	Member/Vice Chair

	Reid, Walter
	LCRA
	Guest

	Ohlhausen, John
	Medina Electric Cooperative
	Member

	Ogelman, Kenan
	OPUC
	Member

	Lozano, Rafael
	PSEG Texgen I
	Member Representative (for K. Smith)

	Greffe, Richard
	PUCT
	Guest

	Jaussaud, Danielle
	PUCT
	Guest

	Vadie, Henry
	Reliant Resources
	Member Representative (for Carlson)

	Plunkett, Derenda
	Texas Genco
	Guest

	Seymour, Cesar
	Tractebel Energy Marketing
	Member

	Smith, Mark
	TXI
	Member/ DSRWG Chair

	Ward, Jerry
	TXU Energy
	Member


Antitrust Admonition
Bob Helton noted the need to comply with the ERCOT Antitrust Guidelines.  

Introductions
Being the first meeting of 2004, WMS Representatives introduced themselves.  

Election of WMS Chair and Vice Chair for 2004
Larry Grimm noted that a WMS Chair and Vice-Chair needed to be elected for 2004.  Grimm opened the floor to nominations for Chair. 

· Cesar Seymour nominated Bob Helton

· Gary Singleton nominated Brad Belk

A motion was made by Jerry Ward and seconded by Adrian Pieniazek to close nominations.  The motion was approved.  The results of the balloting indicated that Bob Helton was elected Chair of the WMS for 2004.

Bob Helton then opened the floor to nominations for Vice-Chair.

·  Jerry Ward nominated Brad Belk

A motion was made by Adrian Pieniazek and seconded by Rod Danielson to close the nominations and elect Brad Belk Vice Chair of the WMS for 2004 by acclamation.  The motion was approved by a unanimous voice vote.

Approval of December 15, 2003 WMS Meeting Minutes
A motion was made by Brad Belk and seconded by Jeff Brown to approve the draft December 15, 2003 WMS Meeting Minutes as presented.  The motion was approved by a unanimous voice vote.  
Unit Specific Bid Limits Based on Modified Generic Cost (see Attachment)
Lori Johnson discussed the issue of unit specific bid limits based on modified generic cost.  Johnson noted that the CEDITF had discussed the issue.  In order to prevent high congestion costs as experienced in June and July of 2003, the stakeholders agreed to trade off removing the Market Solution Mechanism in return for incorporating a premium bid limit that is closer to the present generic costs plus a reasonable margin.  The “after-the-fact” determination of the Market Solution Process would be removed by developing a mechanism that allows ERCOT to deploy unit specific units based on actual payment expected to be paid to a Market Participant.  Johnson reviewed three payment scenarios to illustrate the approach and discussed an example spreadsheet to illustrate the differences between the current generic cost method and proposed modified generic cost method.  The WMS discussed at length.  Gary Singleton noted that, for machines with high heat rates (>12.0), the proposal actually increases congestion costs to ERCOT.  Rafael Lozano responded that the net revenue for all machines regardless of heat rate would be the same.  Jeff Brown discussed that, in general, there are areas in the Protocols where the incentives are opposite from where they should be and that these Protocols should be reviewed.  Bob Helton reminded the WMS that the PUCT Staff did not object to the suspension of Market Solution as long as it was understood that ERCOT Staff and stakeholders would work with PUCT Staff to develop and implement a corrected Market Solution on a prompt basis.  
The WMS discussed the use of a fixed percentage versus a fixed number.  Lozano expressed concern that a fixed percentage provides higher net revenue to the less efficient units.  Helton noted that the WMS needed to make a decision on the following:

· Does the WMS endorse the Modified Generic Cost Method as the concept that should be adopted?

· If yes, the WMS needs to determine the heat rate cap to be used for OOME Up and OOME Down.

· If no, the WMS needs to determine the percentage above generic costs that will be used to determine the price cap.

In general, there was not support among WMS Representatives for the Modified Generic Cost Method.  The WMS was closely split on the following two alternatives:

· Generic Cost Method + a set percentage

· Generic Cost Method + a set heat rate adder

The WMS reviewed and discussed examples of the above two alternatives at length.  Mike Cunningham expressed concern that neither of the two above methods would fully reimburse some generators in some cases.  A motion was made by Rafael Lozano and seconded by Cesar Seymour that the WMS endorse the Generic Cost Method + a set heat rate adder as the concept that should be adopted and that the WMS should determine what the heat rate adder should be.  The motion was approved (see Roll Call Vote 1).
A motion was made by Gary Singleton and seconded by Rafael Lozano that the WMS endorse a heat rate adder of 1.5.  The motion failed (see Roll Call Vote 2).    
A motion was then made by Mark Smith that the WMS endorse a heat rate adder of 0.25.  The motion died for lack of a second.    

A motion was then made by Brad Belk and seconded by Rod Danielson that the WMS endorse a heat rate adder of 1.0.  The motion failed (see Roll Call Vote 3).    

A motion was then made by Clayton Greer and seconded by Billy Helpert that the WMS endorse a heat rate adder of 1.25.  The motion failed.    

Johnson agreed to develop a PRR for the Generic Cost Method + a set heat rate adder.  The value for the heat rate to be applied will be left blank (“x”). 

RPRS Market 
Lori Johnson discussed the issue of RPRS Market Clarifications (see Attachment).  Johnson discussed previous clarifications made related to the RPRS Market and the following additional unresolved issues:

1. Should Minimum Up/Down Time be considered in RPRS procurement?  The consensus of the WMS was “yes”.    
2. Use Fuel Index from previous business day to calculate Generic Costs? The CEDITF suggests that the Fuel Index of the business day prior to operating day be used in RPRS procurement and that the Operating Day’s Fuel Index be used in settlement.  The WMS agreed with the CEDITF recommendation.
3. Default information (such as lead time) for Non-Bid units?  The CEDITF suggests that the QSE be required to submit a default value through the registration process.  The computer system will obtain the information whenever needed.  The WMS discussed and agreed that a non-spin unit should not be used in the RPRS Market.  The WMS agreed with the CEDITF recommendation.
4. How to calculate MCPC for RPRS Market?  The CEDITF suggests that Security Constrained Unit Commitment (SCUC) be run to calculate procurement, that the procurement information be used to allocate the Start-Up Cost and Operational Cost to each MW for each hour which will become the incremental bid price for each procured unit, and that Security Constrained Economic Dispatch (SCED) be run using the calculated incremental bid prices to calculate Zonal MCPC and CSC Shadow Price.  The WMS agreed with the CEDITF recommendation.  
5. Can Non-Bid unit set MCPC?  The CEDITF suggests that Generic Cost be used as Non-Bid Unit’s Bid Price in the MCPC calculation process.  The WMS agreed with the CEDITF recommendation (generic cost without adjustment factor).     
Jerry Ward suggested that someone investigate the overall issue that there are probably costs being uplifted to the Market unnecessarily.  As an example, if in the first step of the determination for RPRS there are units that are required to operate and the selection of those units creates no need to make additional RPRS procurements that would have been needed due to system inadequacy without the local constraint procurements, these costs are uplifted.  The question to be investigated is, should these costs be charged to those entities that are short in the Market when the system inadequacy is solved by the local constraint procurements.  ERCOT agreed to investigate.              

Settlement Disputes
Art Deller provided an update related to Settlement Disputes (see Attachment).  There were 6,686 disputes filed as of October 31, 2003.  Deller discussed the disposition in percent of those disputes (granted, denied, etc.) in each type.  Of the above disputes, 4,103 (61%) have been denied, 1,063 (16%) have been granted with exceptions, 471 (7%) have been granted, and 1,049 (15%) are open.  Deller discussed the disputes by type, granted and denied disputes, and reasons for granted and denied disputes. Of the total number of disputes filed, 0.2% of the time the dispute goes to ADR.

Deller also discussed a retail dispute timeline, codified disputes, manual processes, and enforcement of Protocols on disputes.  It was suggested that the specific Protocol be identified that relates to each dispute to determine which Protocols are being disputed the most.  There could be a need to clarify some Protocol language.  Deller agreed to investigate.          

Working Group Nominations
Bob Helton reported on the following working group nominations:

· Demand Side Response Working Group (DSRWG)

· Chair – Henry Vadie (Reliant Resources)
· Vice Chair – Steve Madden (Occidental Chemical)
A motion was made by Clayton Greer and seconded by Jerry Ward that the WMS approve Henry Vadie as Chair and Steve Madden as Vice Chair of the DSRWG for 2004.  The motion was approved by a unanimous voice vote.
· QSE Project Managers Working Group (QPMWG)

· Chair – Larry Gurley (TXU Energy)
· Vice Chair – Keith Emery (Tenaska Energy)
A motion was made by Billy Helpert and seconded by Alex Hinojosa that the WMS approve Larry Gurley as Chair and Keith Emery as Vice Chair of the QPMWG for 2004.  The motion was approved by a unanimous voice vote.
Helton noted that because of the number of meetings and high workload, each WMS Working Group should also nominate a vice chair to help keep working group issues moving.

Market Participant Survey Update

Scott Egger provided an update on the Market Participant Survey Process.  Egger reviewed the survey objectives, survey development process, project plan, and plans for the survey output.  A significant concern was expressed over the process used to select the Market Participant representatives interviewed for the development of the survey tool as well as who the survey will be sent to.  The concern focused on the fact that ERCOT was selecting these Market Participant representatives.      
Future WMS Meetings

The next WMS Meeting is scheduled for February 19, 2004 from 9:30 a.m. to 4:00 p.m. to be held at the ERCOT Austin Office.  Additional WMS Meetings are scheduled for March 25th and April 22nd.
There being no further business, the WMS Meeting was adjourned by Bob Helton at 3:05 p.m. on January 22, 2004.  
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