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MINUTES OF THE ERCOT WHOLESALE MARKET SUBCOMMITTEE (WMS) MEETING

ERCOT Austin Office

Austin, Texas
July 22nd, 2004

Chair Bob Helton called the meeting to order on July 22nd, 2004 at 9:37 AM.
Attendance:
	Bruen, Mark
	Accenture
	Guest (via teleconference)

	Thomas, Frankie
	AEP
	Member Representative (for Ross)

	Helton, Bob
	ANP
	Chair

	Prichard, Lloyd
	APX
	Guest

	Delgado, Roberto X. 
	Austin Energy
	Member Representative (for Morter)

	Helpert, Billy
	Brazos Electric
	Member

	Hancock, Tom
	BTU
	Member

	Jones, Randy
	Calpine
	Member

	Pieniazek, Adrian
	CenterPoint Energy
	Member

	Waters, Garry
	Competitive Assets
	Member

	Greer, Clayton
	Constellation
	Member

	Brown, Jeff
	Coral
	Member

	Werner, Mark
	CPS
	Member

	Rucker, Rick
	Direct Energy
	Member 

	Hughes, Hal
	DME
	Guest

	Maldonado, Eliezer
	DOW
	Member

	Huddleston, Barry
	Dynegy
	Guest (via teleconference)

	Parkhill, Derrick
	Entergy Solutions
	Member

	Anderson, Troy
	ERCOT
	Staff

	Coon, Patrick
	ERCOT
	Staff

	Grimm, Larry
	ERCOT
	Staff

	Gruber, Richard
	ERCOT
	Staff

	Saathoff, Kent
	ERCOT
	Staff

	Shang, Ann
	ERCOT
	Staff

	Woodfin, Dan
	ERCOT
	Staff

	Moss, Steven
	First Choice Power
	Member

	DeMaio, David
	Fortegra Inc.
	Guest

	Garza, Beth
	FPL Energy
	Guest

	Bailey, Dan
	Garland
	Member Representative (for Singleton)

	Danielson, Rod
	GEXA Energy
	Member

	Belk, Brad
	LCRA
	Member

	Morris, Sandy
	LCRA
	Guest

	Reid, Walter
	LCRA
	Guest

	Siddiqui, Shams
	LCRA
	Guest

	Ohlhausen, John
	Medina E.C.
	Member

	Ogelman, Kenan
	OPUC
	Member

	Lozano, Rafael
	PSEG Texgen I
	Member (via teleconference)

	Greffe, Richard 
	PUCT
	Guest

	Bennet, Bob
	Rainbow Energy
	Guest

	Harris, Brenda
	Reliant
	Member Representative (for Carlson)

	Gedrich, Brian
	Reliant Resources
	Guest

	Blevins, Phillip
	STEC
	Member

	Avendano, Niel
	TECO – Frontera
	Guest

	Villa, Juan C.
	TECO – Frontera
	Guest

	Smith, Kevin
	Tenaska
	Member

	Plunkett, Derenda
	Texas Genco
	Guest

	Ward, Jerry
	TXU Energy
	Member


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

2. Approval of June 17th, 2004 WMS Meeting Minutes
A motion was made by Brad Belk and seconded by Randy Jones to approve the draft June 17th, 2004 WMS Meeting Minutes as presented.  The motion was approved by a unanimous voice vote.  

Bob Helton noted that the ERCOT Project Update from Rob Connell was added as a last minute agenda item.

3. ERCOT Project Update

Rob Connell stated that PRS will be starting their Annual Prioritization Process for PRRs and SCRs in August.  The PRS will be meeting on August 27th to prioritize the project list.  Connell gave a brief overview of current project requests and the process for market requests.  The flow chart for the market request process can be found in Section 21 of the protocols.  Connell added that Section 21 of the protocols was being revised to include a fully documented process for SCRs.  Connell advised that since the Board had requested a cost and benefit analysis of an SCR before submission, additional time needed to be allowed in the SCR approval process.  Connell reviewed the internal ERCOT requests and the ERCOT program area teams.  Connell listed the “WMS sponsored not initiated” projects including PRR 307, PRR 457, and PRR 496.  These PRRs will not be executed this year and are being sent back to the market.  WMS may want to support these as a 2005 Priority at the August PRS meeting.  Connell stated that the prioritization list developed at the August PRS meeting will determine what is included in EMMS Release 5.0.  “Pens down” for EMMS Release 5 will be September 30th.  Helton asked the WMS to review the “WMS sponsored not initiated” projects list to determine if WMS wants to support them and if the priorities assigned are appropriate.  Connell explained that the prioritization process does not take the nodal market into consideration.  Changes to the current market design will continue to be made until the nodal market is approved.  Helton reminded that existing PRRs could be lost if the nodal market is approved.  Connell also stressed that availability of resources to make current market changes needs to be considered.  

3. ADAM Development
Bob Helton summarized the TAC discussion of ADAM development.  Helton reported that TAC approved the development and issuance of an RFP by the ERCOT staff with input from Market Participants, to solicit third party provision of credit and an auction engine for the Auction Day-Ahead Energy market.  The TAC instructed the WMS to establish a team that includes PUCT, market participants from all segments, and ERCOT Staff that will develop an evaluation and selection criteria.  That team will be bound by terms of confidentiality.  The TAC instructed the team to produce a recommendation of selection to the ERCOT Board of Directors, if necessary.  Pamela Dautel briefly talked about the two drafts of the ADAM RFPs that were sent to the WMS prior to the meeting.  One included only market participant comments and the second included ERCOT changes and comments to the market participant comments.  Dan Jones believed that from TAC’s direction, this RFP is not intended to be a voting item.  Helton agreed and affirmed that the RFP needed to adhere to the TNT white paper.  D. Jones stressed that the examples in the white paper were over simplified and do not cover all bases.  It was confirmed that the RFP included provisions to insulate market participants from market risk.  There was some discussion regarding vendor selection criteria and whether or not it should be included in the RFP.  Richard Gruber stated that the DAM Evaluation/Recommendation Team would establish the vendor selection criteria.  Gruber believed that the RFP did not necessarily have to include vendor selection criteria to prevent vendors from shaping their proposals around the criteria.  Gruber would like to see what the vendors really have to offer.  Pamela Dautel stated that the RFP would be finalized no later than Monday, July 26th.  The RFP would then be posted and sent to WMS, RMS and TAC for review.  There will be a 45-day window for responses.  All questions and answers will be corresponded through email.  It was stressed that this needs to be a very well documented process.  Voting structure of the DAM Evaluation/Recommendation Team was discussed.  It was agreed that each market segment could have two (2) representatives on the committee along with representatives from ERCOT, PUCT, and the Credit Working Group.  An actual documented voting structure was not determined however, it was stated that each market segment would receive one (1) vote and that ERCOT and PUCT might have veto rights.  Further discussion will be required to develop a voting structure.  Bob Helton stated that the present focus should not be on vendor selection but on selection criteria.  Dautel had planned to facilitate a Selection Criteria meeting on Monday, July 26th.  Due to time constraints the meeting has been postponed.  Dautel will advise on details of the meeting. Each segment was required to have their representatives’ names to Dautel by End of Business on Friday, July 23rd.  

4. Reports

A. ERCOT Board Report

Bob Helton reported that Tom Noel was resigning July 26th as ERCOT CEO.  Helton stated ERCOT’s budget for 2005 would be scrutinized.   Helton reported that TAC and the Board approved the following PRRs:

· PRR 479 – IDR Optional Removal Threshold

· PRR 501 – Ancillary Services Revision to Down Balancing Requirement

· PRR 514 – Twelve Month Window for Non-IDR Scaling

· PRR 515 – Disclosure of Local Congestion

Brad Belk commented on PRR 479 stating that this PRR had been discussed at length and approved by the RMS and supported by the PRS but then amended by TAC.  Belk was concerned that no new information was introduced at the TAC meeting, yet TAC chose to overturn the recommendation made by two of the committees. Belk stated that if decisions were overturned in such a hierarchy, the subcommittees could be made irrelevant.  Bob Helton explained that PRRs, SCRs, etc. will be challenged as they go through the approval process and that each of the groups has their own agenda.  Clayton Greer urged that the endorsing subcommittee needs to have representation if they know something is going up for approval/disapproval.  RMS usually lacks this type of representation.  Adrian Pieniazek expressed that CenterPoint’s RMS representative echoed Belk’s concerns.  

B. Congestion Management Working Group (CMWG) Report

Jerry Ward reported that the CMWG is currently attempting to pick out congestion zones for 2005.  The CSCs that are being strongly considered are the existing ones.  They are possibly looking at something between San Antonio and Austin.  Data from ERCOT shows that there have been quite a few disturbances in that area.  The CMWG is considering anywhere from four (4) to eight (8) zones. Ward reported that ERCOT’s handling of the McCamey area is almost as the CMWG intended.  Five (5) zones is currently the most popular choice however the CMWG will continue to see what works best.  A motion was made by Adrian Pieniazek to approve Jerry Ward as Chair of CMWG.  The motion was seconded by Clayton Greer and approved by a unanimous voice vote.
C. Demand Side Response Working Group

The Demand Side Response Working Group met 7/16/04.  Eliezer Maldonado stated that the working group reviewed the impact of Section 5.0 of the TNT Protocols.  Steve Madden would send comments to the WMS exploder to include in the discussion at the next TNT meeting.  Bob Helton stated that the WMS would like the Demand Side Working Group to give an update at the August WMS meeting.  

D.  QSE Project Managers Working Group (QPMWG) Report

No one was available from the QPMWG for an update.  Bob Helton will have Larry Gurley or Keith Emery write up a report for the WMS on the working group’s most recent activities.

E.  Cost Effective Design Issues Task Force

Bob Helton reported that the Cost Effective Design Issues Task Force has not met recently.

5.  PRR 476 – Ramp Rate During Local Congestion

The Board met on June 15th and discussed the need for a timeline for implementation of PRR 476 – Ramp Rate Adherence During Local Congestion.  The Board discussed whether ERCOT should commit to spend money on a system change that may not be implemented for one year.  The Board remanded PRR 476 back to TAC so that a cost estimate and timeline could be developed.  It was noted that there is more than one way to implement the PRR and that further direction from the stakeholders is needed.  PRR 476 was remanded to the PRS with instructions that the WMS is to further define how PRR 476 should be implemented.  Bob Helton stated that PRR 476 would be discussed at the August WMS Meeting.  

6. Treatment of “Mothballed” Units in Future Year’s Power Flow Base Cases 

Bob Helton reported that ERCOT planning approached TAC with an issue on how to treat “mothballed” units.  According to the TAC approved “ERCOT Planning Reserve Requirement Study”, “all ‘mothballed’ capacity is assumed to be available for service in all years after the first year of the planning period” (ERCOT Reserve Margin Requirement Equation).  It was not clear whether this meant that the mothball units that are not retired should be committed and dispatched (in-service) in future year (Y+1) power flow base cases.  It was noted that this was a critical question for modeling and setting up future year base cases.  If was further noted that “mothballed” units might need to be treated differently as they relate to resource adequacy versus transmission planning.  The TAC requested that ROS and WMS jointly evaluate this issue and make a recommendation back to TAC by November 1st.  Bob Helton will convene with the ROS chair and will be sending out an email to see who is interested in being on the joint committee.  Sam Jones is currently checking with other NERC regions to see how they handle “mothballed” units in planning.  He will report back to TAC on this issue.  Further discussion of this matter will be at the August WMS meeting.

7. Non-Transmission Alternatives to Reduce Local Congestion Costs

Bob Helton reported that ERCOT had developed a PRR – Implementation of Non-Transmission Alternatives to RMR and OOM Services as assigned in the June WMS meeting.  This PRR has been submitted as URGENT to the PRS.  Dan Woodfin stated that ERCOT is reluctant on holding a planning meeting to discuss RMR alternatives until this PRR is approved;  however, ERCOT has been taking a parallel path in addressing the RMR alternatives.  They have performed studies on the potential economics of Non-Transmission Alternatives.  ERCOT is also working on technical studies and cost studies to determine the appropriate timing in replacing the Bates RMR contract with another alternative. However, ERCOT cannot implement, negotiate contracts, etc. until the PRR is passed.  Clayton Greer questioned if a RFP process would have to be executed to gather and analyze bids.  Woodfin stated there have been meetings to discuss potential alternatives in that particular area and that an RFP process would not be used if it wasn’t necessary.  Juan Villa of TECO-Frontera expressed concern that they have not been able to understand the details of how the economic analysis of the project is playing out and why expediting efforts keep getting pushed back.  Dan Woodfin stated that ERCOT has looked at several alternatives including continuing with Bates and a proposal from TECO.  The TECO alternative seems to be the most cost effective so far.    Randy Jones stated that if expediting this project saves the market a large sum of money, all efforts should be made to do so.   Bob Helton stated that the intention of this discussion was to make sure that a stalling point or “wall” is not hit during the process.  Helton expressed WMS’ appreciation of Dan Woodfin and his efforts.  
8. Shift Factor or Total MW Thresholds for OOME 

Jerry Ward reported that there was an event on July 7th where it appeared there was a 30MW overload on a 138 kV line.  TXU Energy Generating Units were OOMed to relieve this overload.  ERCOT reduced the output from TXU Energy Lignite Units by 1,400 MW to correct the 30 MW problem.  Ward agreed that ERCOT was doing initially what the market had requested – to pay attention to reliability and let the market prices do whatever it is they do - however, it has become unreasonable.  Ward stated that the concern is that ERCOT should look for alternative means to solve problems and noted that there were other solutions to relieve this overload condition including possibly opening the 138 kV line which has been done in the past.  There were very small shift factors and Ward suggested having a minimum threshold for shift factors such as 3%.  Brad Belk discussed a similar problem that occurred in the LCRA area and restated that the problem was that a large quantity of MWs was being moved to solve a small problem.  This increased the odds of units tripping or something going wrong especially with thresholds set as low as they are.  Belk also suggested establishing a total MW threshold.  Concern was expressed that these situations are either occurring more often or are at least becoming more visible.  Brandon Whittle presented a Case Study detailing events surrounding contingencies and corresponding MW statistics.  Questions regarding the effects of the limiting element as well as concerns with shift factors and threshold limits will be discussed at the August 9th Operations Review Group Meeting.  

Concerns regarding ERCOT’s communication process were also raised.   It was stated that sometimes the ERCOT communication call-in process works and sometimes it doesn’t.   A handful of market participants expressed the difficulty of getting ERCOT to give pertinent information to them.  Some market participants noted that often ERCOT Operators would not answer questions because the information was confidential, when in reality, it was not.  Richard Gruber requested that the market document what areas they would like to see improvement in and submit it to ERCOT.  Gruber also said the ERCOT internal process for interfacing with market participants would be reviewed.    

9. Two Day Ahead Scheduling Issues

Troy Anderson discussed a recommendation for Multi-Day Scheduling Capability at ERCOT.  Anderson stated that current functionality according to the Protocols is limited to the opening of a 2 day ahead market if determined necessary by ERCOT and the clearing of both days simultaneously.  Rick Rucker questioned why the clearing had to be executed simultaneously.  Anderson explained that it was the way the system was initially designed.  The WMS request is for ERCOT to set up a data repository of some sort that can receive and validate submitted data for future operating days for which a market has not yet been opened.  As ERCOT opens the market each day, the relevant data from the repository would be pulled into ERCOT’s EMMS system.  Bob Helton asked what validations would take place in this system.  Laura Zotter stated that there would be the general logical validations such as text/numerical validations.  Troy Anderson reviewed some of the key points in the document sent out to the WMS prior to the meeting.  The WMS agreed that the ability of the system to submit balanced schedules would be sufficient and that the other information for submittal listed in the document was not necessary.  There was some discussion of whether a PRR or SCR would be appropriate for further action.  Helton stated he would look into any protocol changes that needed to be made, however, he directed Anderson to go ahead and begin drafting the SCR for submission and approval.  It was agreed that an impact analysis was needed.  Derrick Parkhill and Troy Anderson will continue to lead this project.  

Future WMS Meetings

Additional WMS Meetings are scheduled for August 19th and September 23rd.

There being no further business, the WMS Meeting was adjourned by Bob Helton at 2:23 p.m. on July 22, 2004.  
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