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DRAFT
MINUTES OF THE ERCOT WHOLESALE MARKET SUBCOMMITTEE (WMS) MEETING

ERCOT Austin Office

7620 Metro Center Drive

Austin, Texas
February 24, 2005; 9:30 AM – 4:00 PM
Ann Boren called the meeting to order on February 24, 2005 at  9:35.  
Attendance:
	Helton, Bob
	ANP
	WMS Chair

	Morter, Wayne
	Austin Energy
	Member 

	Godfrey, Kim
	BP Energy
	Member (via teleconference)

	Helpert, Billy
	Brazos Electric Power
	Member

	Hancock, Tom
	Bryan Texas Utilities 
	Member

	Starr, Lee
	Bryan Texas Utilities
	Guest

	Jones, Randy
	Calpine
	Guest (via teleconference)

	Munoz, Manuel
	CenterPoint Energy
	Member

	Werner, Mark
	City Public Service
	Member

	Jones, Dan
	City Public Service
	Guest

	Brown, Jeff
	Coral Power
	Member

	Rainey, John
	Denton, Greenville
	Guest

	Rucker, Rick
	Direct Energy
	Member

	Maldonado, Eliezer
	Dow Chemical Company
	Member

	Parkhill, Derrick
	Entergy
	Member

	Hailu, Ted
	ERCOT
	Staff

	Mickey, Joel
	ERCOT
	Staff

	Boren, Ann S.
	ERCOT
	Staff

	Wind, Randy
	ERCOT
	Staff

	Dumas, John 
	ERCOT
	Staff

	Lopez, Nieves
	ERCOT
	Staff

	Gilbertson, Jeff
	ERCOT
	Staff

	Ashley, Kristy
	Exelon
	Member

	Moss, Steven
	First Choice Power
	Member

	Singleton, Gary
	Garland Power & Light
	Member

	Belk, Brad
	LCRA
	WMS Vice Chair

	Morris, Sandy
	LCRA
	Guest

	Ogelman, Kenan
	OPUC
	Member

	Lozano, Rafael
	PSEG Texgen I
	Member Representative (for R. Stephenson)

	Hausman, Sean
	PSEG Texgen I
	Guest

	Greffe, Richard
	PUCT
	Guest

	Jaussaud, Danielle
	PUCT MOD
	Guest

	Clemenhagen, Barbara
	Sempra Energy
	Member Representative (for A. Ramirez)

	Shumate, Walt
	Shumate and Associates
	Guest

	Blevins, Phillip 
	STEC
	Member Representative (for M. Troell)

	Gurley, Larry
	Tenaska
	Member Representative (for K. Smith)

	Seymour, Cesar
	Tractebel Energy
	Member

	Grim, Mike
	TXU Energy
	Member

	Durrwachter, Henry
	TXU Energy
	Guest


The following Alternate Representatives were present:

Phillip Blevins for Mike Troell

Larry Gurley for Kevin Smith

Barbara Clemenhagen for Andy Ramirez

Rafael Lozano for Randa Stephenson

The following proxies were held:

Phillip Blevins for John Ohlhausen
Derrick Parkhill for Rod Danielson

Derrick Parkhill for Rick Rucker

Kristy Ashley for Jeff Brown

1. Antitrust Admonition
Bob Helton noted the need to comply with the ERCOT Antitrust Guidelines.
2. Approval of the Draft January 14, 2005 WMS Meeting Minutes (see attached)
A motion was made by Brad Belk and seconded by Rick Rucker to approve the draft  January 14, 2005 WMS Meeting Minutes. The motion was approved by a unanimous voice vote.  
3. 2005 ERCOT Stakeholder Meeting Support

Richard Gruber presented the ERCOT Market Meeting Support – Improved Meeting Support for More Efficient Resource Utilization.  Gruber stated that this was presented at the Leadership retreat and received support from the TAC and Subcommittee leadership.  The drivers surrounding this topic were reviewed.  ERCOT Staff Goals to provide professional support of the market meeting structure were detailed.  Gruber reviewed meeting statistics from 2004 including estimated costs of having meetings off-site, ERCOT resource costs, and market participant costs to support the meeting process. The returns of the meeting process were reviewed; bottom line being that ERCOT is currently rated the #1 competitive electric market in North American (and number 3 in the world) by the Center for Advancement of Energy Markets (CAEM) “Red” Index.  Feedback from market participants was discussed.  ERCOT Staff is performing well in many areas but could improve in other areas.  Gruber presented the Principal Change to the meeting process which comprised of one ERCOT staff member for each standing body to be responsible to serve the needs of the committee in pursuit of its mission.  This staff member will also be responsible to coordinate internally the broader ERCOT Staff in support of the body.  There was further discussion of the key ERCOT Roles including the “Core Team” and the ERCOT Experts.  The “Core Team” focus will be on coordination, communication, continuity of support for both committee and staff.  The ERCOT Experts focus will be on expertise, analysis, and providing facts to aid the market decision making process.  The Core Team responsible for each committee was reviewed.  For COPS, the Core Team comprises of the Meeting Manager – Ted Hailu, Stakeholder Services - Ann Boren, and Market Rules – Nieves Lopez.  Brittney Albracht will continue to perform facilities and meeting service coordination for all committees.  ERCOT Staff next steps and possible continuous improvement ideas were discussed.  Bob Helton emphasized that all requests for ERCOT staff to address issues at WMS meetings need to be directed to Ted Hailu, WMS meeting manager.  
4. Reports

A. Congestion Management Working Group – Henry Durrwachter presented “Facts About Local Congestion Costs” on behalf of the CMWG.  Durrwachter stressed that what was being presented were only facts.  There were no opinions or recommendations from the CMWG.  Local Congestion Costs were defined as four components including OOMC, OOME Up, OOME Down, and RMR.  The cost of each component was reviewed comparing costs in 2003 and 2004.  Most of the decrease in cost occurred in OOMC and OOME Up.  The costs of the components for 2004 were also shown on a dollar per MWh basis.  The causes of local congestion were reviewed.  Durrwachter stated that the CMWG would be looking at CSCs for 2006 in May or June.  CMWG will also be working on assignments as a result of the Patton Recommendations.

B. ERCOT Board meeting/TAC Meeting/Leadership Retreat Update – This agenda item was not addressed.  
C. Demand Side Response Working Group - Mark Patterson reported on the recent activities of the Demand Side Response Working Group.  Patterson stated that Ed Echols of TXU Energy was elected as 2005 Chair and MaryAnne Brelinksy of Reliant Energy was elected as 2005 Vice Chair.  Mark Patterson is acting as the ex-officio Vice Chair and ERCOT representative.  Patterson reported that the DSWG completed its charter and will be submitting it for WMS approval at the March WMS meeting.  The Generation Adequacy issue was raised by Brad Belk.  Belk stated that the load response piece needed to be addressed by the DSWG.     Brad Belk made a motion to approve the 2005 DSWG leadership as elected.  Billy Helpert seconded the motion.  The motion was approved by a unanimous voice vote.  
D. Metering Working Group – Ken Swift reported on the recent activities of the Metering Working Group.  Ken Swift of TXU Electric Delivery and Dottie Desanto of STEC were elected as Chair and Vice Chair for 2005.  For 2005 the MWG will be focusing on cleaning up administrative Protocol language.  The MWG will be submitting a PRR to accomplish this.   There will be continued work on site audit check lists and a review of the use of Coupling Capacitor Voltage Transformers (CCVT).  Larry Gurley made a motion to approve the MWG leadership for 2005 as elected.  Jeff Brown seconded the motion.  The motion was approved by unanimous voice vote  
E. QSE Project Managers Working Group (QPMWG) Report – Larry Gurley reported on the recent activities of the QSE Project Managers Working Group.  The QPMWG met on February 14th and discussed the replacement market that was being released at the end of May 2005 with EMMS Release 4.0.  QPMWG expressed interest in market testing and simulation before the release and will be discussing this with ERCOT staff.  QPMWG reviewed issues around the recent opening of a secondary market for Ancillary Services in January.  There are discrepancies between the operation of this market and the Protocols.  ERCOT will be working on a PRR that will allow market participants to update their bids in a secondary market.  Currently, market participants are constrained with what is bid in the previous market.  Balancing Energy bid depletion was discussed.  ERCOT is prefers not to allow offline Combustion Turbine generators (CTs)  to offer into the balancing energy market since they are not coming online fast enough thereby causing operational difficulties.  The QPMWG believes that allowing CTs to bid provides depth and balance to the market that would not be there otherwise. The QPWMG will be looking at what is happening with balancing energy bid depletion and come up with recommendations to improve the situation.  A PRR was submitted that proposes that QSEs must be able to deploy their entire down balancing requirement within 10 minutes.  Approval of 2005 Chair and Vice Chair for the QPMWG will be brought to WMS at the March meeting.  
5.  Balancing Energy Bid Stack Depletion Issues

Joel Mickey discussed Balancing Energy Bid Stack Issues.  Mickey stated WMS had requested ERCOT to further research the Non-Bid capacity issue at the January meeting.  Mickey stressed that the data had to be simplified for confidentiality purposes.  Data for January 2005 was reviewed.  Brad Belk asked if ERCOT saw room for improvement that could come from a new rule or enforcement efforts.  Mickey stated that ERCOT needed to further review the data before concluding that there is a problem.  There are concerns regarding the balancing stack however there is not necessarily a problem with the market as Mickey had thought before.   
John Dumas presented “Real Time Balancing (RTB) & Resource – Change to the QSE practice of showing offline units as online and available”.  Dumas explained the current RTB process and discussed the RTB history.  Reasons for changing the practice of allowing offline units to be shown online were discussed.  This would lower the risk of failing NERC DCS Compliance, it is required for proper performance of the Replacement Market in Release 4, it is required for proper procurement of non Spin, and CAM/SFT will operated based on actual unit status.  An implementation plan including communicating the change to ROS/WMS and Market Notification by mid-march was reviewed.  Dumas stated that the purpose of implementing this was to have capacity in the resource plan that was reflective of the actual state.  There were some concerns regarding Gas Turbines (GTs) that were capable of coming on line within the 30 minutes and that this plan would have an adverse affect on them.  There were also concerns that this would deplete the balancing bid stack by not allowing CTs to provide balancing energy services.  Randy Jones stated that this policy should not extend to Steam Turbines.  STs should be able to be bid since they can be brought online quickly.  Joel Mickey stated that the reason this policy is being proposed is due to reliability issues and that the Protocols clearly state that QSEs must show the correct status of each unit.  Currently GTs that are not online are shown as online and this policy will correct that.  A market bulletin will be sent out to make the market aware of the implementation of this policy.  
6. Discussion on Dr. Patton’s Recommendations and WMS Actions (see attached)
The spreadsheet that was developed by the Patton Task Force including cost impacts, implementation timeline, status, and action items for the 14 Patton recommendations was presented to the WMS. WMS was asked to do a 3 category classification of the recommendations.  The categories are as follows:
A. Recommendations that should be implemented regardless of ERCOT’s future market design

B. Recommendations that could be done with minimum time and cost impacts to the system

C. Recommendations that should not be implemented now if we plan to move to a nodal design in the near future (issue is deferred until Nodal decision is made)
WMS reviewed the list of recommendations and gave general comments, discussed action items, and categorized each recommendation as follows:

	Description
	Category
	Action Items

	1. Improve the process for designating zones to minimize the effects of the simplifying zonal assumptions; 
	B
	ERCOT to draft PRR to modify/add wording to Protocols to strengthen ERCOT's role in determining zones and CSCs and submit to PRS by April 1

	2. Improve process for evaluating and revising CSC definitions;
	B
	CMWG will further define criteria for establishing CSCs and improve process for evaluation. CMWG with submit any necessary PRRs to PRS prior to the selection of the 2006 CSCs. 

	3. Modify the calculation methodology of the zonal average shift factor to exclude generation whose output is generally fixed (e.g., nuclear units);
	B
	ERCOT will draft PRR to implement, including options for criteria to exclude units and submit to PRS by April 1.

	4. Provide ERCOT the operational flexibility to temporarily modify the definition of a CSC associated with topology changes;
	B
	ERCOT Operations to propose Protocol language changes to enable ERCOT to modify the definition of a CSC based on operational issues submit to PRS by April 1.

	5. ERCOT should modify is multi-step balancing energy market optimization to recognize the interactions between its local congestion management and zonal balancing energy deployments to minimize the costs of both classes of deployments.
	C
	Issue will be deferred until after the Commission decision on the TNT market design.

	6. ERCOT examine its load forecasting model to determine whether there are additional factors that could be considered or other changes to their model that would improve its accuracy.
	A
	ERCOT has completed some items relating to load forecasting.  ERCOT will continue to evaluate and make any additional changes they identify.

	7. Allow QSEs to submit an energy schedule for the end of the next hour that would be used by ERCOT to produce 15-minute schedule quantities by interpolating across the hour;
	C
	WMS will evaluate and identify any issues that could be completed without a system change and report to TAC by May 1.

	8. Implement an optional capability for QSEs to automatically adjust their hourly balancing energy offers for the changes in their 15-minute schedules.  This would help ensure that the participant’s portfolio energy offer is consistent with its energy schedules when the energy schedule is changing each interval;
	C
	WMS will evaluate and identify any issues that could be completed with minimal system changes and report to TAC by May 1.

	9. Eliminating the load and generation plateau in the middle of the interval by changing the modeling approach for load and generation; 
	C
	WMS will continue to evaluate to determine the cost to QSEs and see what affect this will have on their systems.  WMS will report back to TAC by May 1.

	10. Require that QSEs submit physically feasible energy schedules.  It would be difficult to automatically validate the schedules for feasibility since they can be submitted well before the operating hour.  However, it could be monitored and enforced through ex post validation of compliance;
	B
	Compliance to draft a plan on how to accomplish this and submit any necessary PRRs to PRS by April 1.

	11. Implement uninstructed deviation charges that allocate a portion of the regulation costs to the QSEs exhibiting large SCEs in the periods during each hour with the largest regulation needs.  In particular, we propose specific changes to PRR 356 that has been pending for more than two years;
	B
	Policy Issue - PRS(PRR 356) to discuss.  PUCT staff is continuing to work on PRR 356 and will submit an additional PRR and/or comments to 356 to PRS.

	12. Consider a specific modification of its portfolio ramp rate methodology that would recognize the changes in energy schedules;
	C
	Issue is to be deferred until the Commission rules on the TNT market design.

	13. ERCOT modify the limit on the quantity of responsive reserves provided from a single unit to make it less binding on relatively small units
	B
	ROS will rule on OGR 161 by May 1.

	14. ERCOT institute procedures to monitor whether QSEs are meeting their reserve obligations in real time.
	A
	Monitoring issue - Compliance to review and develop a plan for implementation.  Any necessary PRRs are to be submitted to PRS by April 1.


Mike Grim made a motion that WMS recommend the analysis of Dr. Patton’s Recommendations as revised.  Cesar Seymour seconded the motion.  The motion was approved by unanimous voice vote. The spreadsheet will be presented to TAC for approval.  The reporting deadline on Dr. Patton’s Recommendations to the Commission is the end of March 2005.    
7.  Discussion of Dec. 2/3 NE Congestion Cause and Effects
This agenda item will be discussed at the March WMS meeting.  

8.  Discussion on EMMS Release 4 Implementation Items

A. Heat Rate Adders for PRR 485 – Revision to Unit-Specific Deployment Base on Generic Cost – Brandon Whittle presented “PRR 485 Heat Adder” to the WMS.  Whittle stated that the Heat Rate Adders must be approved by the ERCOT Board before EMMS Release 4 implementation. Whittle informed the WMS that the Protocol language states that the Heat Rate Adder will be reviewed quarterly so there is some flexibility in the long term.  The background of PRR 485 and the formulae for the Up Limit and Down Limit were reviewed.  Whittle stated that Heat Rate Adders will establish the limit to what can be bid.  Kenan Ogelman asked if ERCOT has looked at how compensatory existing rates are.  There was some discussion regarding how market participants are currently paid.  Whittle stated that currently units are paid as OOM.  With PRR 485, units will be paid as bid.  This will give some possibility for competition.  Rafael Lozano made a motion that WMS recommend the Heat Rate Adder Up and Heat Rate Adder Down equal 1.0.  Cesar Seymour seconded the motion.  A roll call vote was taken.  The motion passed 3.5 in favor; 3.0 opposed.
B. The Value of X for PRR 342 – Simultaneous Selection of Regulation Up, Responsive Reserve and Non-Spinning Reserve – Brandon Whittle presented “Ancillary Services Validation for Linked Bids”.  He stated that the goal was to recommend X% Values for ancillary services linked bid validation.  The X% variables must be approved by the ERCOT Board before Release 4 implementation.  Whittle stated that the current market clears the different ancillary service sequentially.  This will be changing it to a simultaneous selection process when EMMS Release 4 is implemented.  Dan Jones asked if the current market bid data has been run through the EMMS Release 4 code to see what effect this issue will have on market clearing prices.  Jones requested that ERCOT share the data from the scenarios that have been run with market participants.  Whittle stated that ERCOT will do some analysis based on data from the market once the software is delivered.   It was suggested that the value of X be set as a benign number and examine the effects that the filter would have.  Brad Belk made a motion that WMS recommend that the Value of X for PRR 342 equal 100,000.  Cesar Seymour seconded the motion.  The motion passed with 2 abstentions (consumer segment).
9.  Reserve Margin Discussion
Henry Durrwachter stated that the Generation Adequacy Task Force (GATF) met on February 21, 2005.  The Task Force discussed various components that go into ERCOT Reserve Margin calculations and how mothballed units are defined (current assumption is that they come back after the first year).  GATF will be giving a brief update to TAC at the March meeting on their progress.  
The next WMS meeting is scheduled for March 16, 2005 from 9:30PM to 4:00PM to be held at the ERCOT Austin Office.  Additional WMS Meetings are scheduled for April 20th and May 18th.     
There being no further business, the WMS Meeting was adjourned by Bob Helton at 3:17 p.m. on February 24, 2005.  
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