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ERCOT Texas Nodal Team

September 10, 2003 Meeting Minutes

ERCOT Austin Office

Attendance:

	Name
	Company

	True, Roy
	ACES Power Marketing

	Helton, Bob
	ANP

	Aguayo, Stacy
	APS Energy Services

	Twiggs, Thane Thomas
	APX

	Goodfriend, Sarah
	ARM

	Doggett, Trip
	Benchmark Power

	Holligan, Jeffery
	BP

	Schwertner, Ray
	BTU

	Jones, Randy
	Calpine

	Quinn, Bruce
	Calpine

	Chandler, Don
	CenterPoint Energy

	Pieniazek, Adrian
	CenterPoint Energy

	Greer, Clayton
	Constellation

	Neeley, Jim
	Consultant

	Covington, Rick
	Covington Consulting

	Starnes, Bill
	Covington Consulting

	Barnam, Paul
	CPS

	Jones, Dan
	CPS

	Oberwortmann, John
	CPS

	Werner, Mark
	CPS

	Gray, Weldon
	CVEC

	Kilbourne, Becky
	Enform

	Lentz, Rick
	Enform

	McAnelly, Lance
	Enform/TXU

	Bland, Mel
	ERCOT

	Dautel, Pamela
	ERCOT

	Day, Betty
	ERCOT

	Deller, Art
	ERCOT

	Galvin, Jim
	ERCOT

	Gerber, Jeff
	ERCOT

	Giuliani, Ray
	ERCOT

	Gruber, Richard
	ERCOT

	Hailu, Ted
	ERCOT

	Judice, Kevin
	ERCOT

	Mereness, Matt
	ERCOT

	Ragsdale, Kenneth
	ERCOT

	Sundhararajan, Srini
	ERCOT

	Wagner, Maguerite
	ERCOT

	Flores, Isabel
	ERCOT 

	Clarke, Linda
	Exelon

	Moss, Steven
	FCP

	Garza, Beth
	FPL Energy

	Eaton, Terri
	Green Mountain

	Lane, Terry
	Green Mountain

	Belk, Brad
	LCRA

	Crews, Curtis
	LCRA

	Morris, Sandra
	LCRA

	Siddiqi, Shams
	LCRA

	Wittmeyer, Bob
	Longhorn Power

	Stockstill, Dottie
	Mirant

	Keller, Steve
	Navigant Consulting

	Torrent, Gary
	Navigant Consulting

	Ogelman, Kenan
	OPC

	Payton, Tom
	Oxy

	Crolier, Richard
	PUB/Brownsville

	Akin, Rick
	PUCT

	Brandt, Adrianne
	PUCT

	Eckhoff, Mel
	PUCT

	Greffe, Richard
	PUCT

	Lopez, Nieves
	PUCT

	Mier, Miton
	PUCT

	Schubert, Eric
	PUCT

	Reece, Eddy
	RCEC

	Briscoe, Judy
	Reliant

	Carlson, Trent
	Reliant

	Gedrich, Brian
	Reliant

	Gresham, Kevin
	Reliant

	Harris, Brenda
	Reliant

	Mauzy, Derek
	Reliant

	Meyer, John
	Reliant

	Vadie, Henry
	Reliant

	Benevides, Dennis
	Republic Power, LP

	Rowley, Mike
	Rowley Consulting

	Shumate, Walt
	Shumate & Associates

	Troell, Mike
	STEC/MEC

	Wood, Henry
	STEC/MEC

	Cuddy, Vikki
	Structure

	Potts, David
	Structure

	Eddleman, Neil
	TEAM

	King, Ray
	TECO(Frontera)

	Ramon, Greg
	TECO(Frontera)

	Lozano, Rafael
	Texas Ind Energy

	Bell, Wendell
	TPPA

	Flowers, B.J.
	TXU

	Dumas, John
	TXU Energy

	Gurley, Larry
	TXU Energy

	Ward, Jerry
	TXU Energy

	Waters, Garry
	Utility Choice

	Cole, Marion
	VCE

	Johnson, Kurt
	Victoria Electric

	Reid, Walter
	Walter J. Reid Consulting

	Smith, Bill
	WRS Resources


The meeting was called to order at 9:30 AM by Trip Doggett. 

Approval of August 27, 2003 Meeting Minutes

A motion was made by John Meyer and seconded by Brad Belk to approve the August 27, 2003 meeting minutes as submitted.  The motion was approved by a unanimous voice vote.

Review of future meetings

September 24

October 1 & 22

November 3 and 17

December 2 and 17

A hand vote was taken to put a moratorium on the week after Christmas for meetings.  The majority voted in favor of putting a moratorium.  

There was a request to set the first January, 2004 meeting; January 7, 2004 was suggested.  Later in the meeting January 7, 2004 was confirmed.
Kevin Gresham asked whether the deliverable for the PUCT October 22, filing requirement needed to be a Board approved document.  If that is the case then there is not enough time to get this document prepared and a “Board approved straw-dog rule” was stated at the September 5 workshop.

Eric Schubert responded that the PUCT staff is expecting language for the rule.  Staff wants input from stakeholders in order to develop as much language as possible for the rule.  If the Market Participants are more comfortable with a Board approved document then this should be filed.

Gresham expressed concern with the timeline and stated that he thought they were supposed to gain more time.  If the commission publishes a draft rule on 11/05 

Schubert stated that there’s no question that they are expecting changes and the Commission would like to have a workshop before comments are due on December 9. 

Update on Communications

The link for adding to the TNT exploder is:  http://lists.ercot.com
Notices and minutes will be sent to:  tnt@lists.ercot.com

Decision on number of proxies a representative may hold.

A motion was made by Brad Belk and seconded by Bob Wittmeyer that a member may hold two proxies in addition to his own.  The motion failed; 54.8% in favor and 45.2% against.  

Tom Payton asked why there was a need for a limit on proxies and stated that a limit on proxies may skew the voting.

John Meyer stated that as much participation as possible was needed from individuals.

Walter Reid asked if voting by phone was allowed.  -- No.

Garry Waters suggested five or ten proxies in addition to the vote held by the person. 

Brock Ondayko (via web cast) asked why no votes by phone?  

The Board decided that members must be present to vote. 

Brad Belk stated that six proxies would dominate a sector and could become unmanageable 

Randy Jones stated that he favors one proxy to make the process more manageable.

Terri Eaton asked if the sectors should decide by sector on the number of proxies.

Bob Helton:  You need the decision makers in here to vote.

Kenan Ogelman stated that the Consumer segment be allowed to develop its own way to form proxies because the Consumer segment has residential, commercial and industrial sub-segments and two proxies is more restrictive for the consumer segment.

A hand vote was taken to determine who favored a higher or lower number of proxies.  The hand count showed no strong preference for either.  Some believe that limiting the number of proxies limits participation.  Some believe that telephone participation should be allowed. 

A motion was made by Randy Jones and seconded by Adrian Pieniazek to set the limit to one proxy plus the member present with the exception of the Consumer segment; this segment can do whatever it wants.  The motion passed with 67.9% in favor and 32.1% opposed.

The failed motion will be reported to the Board.
John Meyer Presentation

John Meyer provided his presentation on Texas Nodal Market Design – Principles outlining general objectives; ISO responsibilities; Market Participant responsibilities; and market design requirements and options. 

[Meyer’s presentation appears at the end of these minutes.]

At the end of his presentation Meyer asked if there was a strong disagreement with the issues he had presented.

Shams Siddiqi responded, yes.

Tom Payton:  Should say Resources instead of Generators.

Siddiqi stated that he has two main concerns, market power and credit issues.

Belk stated that he would like to stick with balanced schedules and that he disagrees with the use of imbalanced schedules because balanced schedules give you a better view of how much credit is needed.

Barry Huddleston (via web cast): Support for unbalanced schedules.

Meyer asked how we are going to deal with the unit commitment problem.  In some places there is a single bid curve for the unit, in some there is a change allowance.

First meeting of the Market Operations group may put together a list of questions and issues that the group wants to address.  
Doggett would like to use John’s document to generate discussion on the contents of a TNT list of guiding principles.  Redline documents should be sent to:  Mel Bland at mbland@ercot.com.

Proposed Timeline – March 2004 to November 2004

Vikki Gates Cuddy reviewed the timeline for what needs to be delivered:

Protocol development 

March 2004:
The facilitation team will come up with a layout and table of contents.  Then a baseline will be created by a small group, consisting of ERCOT staff and the facilitation team, with the result a comprehensive set of Protocols.  

June 2004:
Stakeholder review period begins.  

July 2004:
Two rounds of collaborative review meeting three times a week.

September 2004:
Prepare Board and PUCT filing.

Belk asked at what point ERCOT will begin the system changes.  

Galvin stated that we want to have the Protocols defined before we begin to build.

Doggett also reminded that group that there is a significant review period by the PUCT for the Protocols.

Jerry Ward stated that regarding the question on budget, PUCT doesn’t approve the Protocols until six months after they are filed.  And reminded the group that previously companies made the mistake of making changes to their systems before the protocols were approved and then the protocols were changed.  Companies need to be very careful about starting too early, that’s a lesson that should’ve been learned from the last time.

Neil Eddlemann asked if there will be a collaborative process to develop the Protocols with the Market participants.

Cuddy responded that the protocols baseline will be developed by ERCOT internal staff.  If there are any outstanding issues the team will bring the issues to TNT for resolution.

Doggett stated that two sections within the Protocols might be developed representing two positions if necessary.

Focus on Design

Cuddy discussed that Concept groups:

· Are an open forum

· Have no voting, open issues should be brought to the core group for decision.

· Should provide education

· Report developments and discussions to TNT

Cuddy discussed the scope for the Concept groups and how they relate with each other (page 12 of the presentation).  After describing the relationships she asked the group if there are other things that need to be considered.

Dan Jones stated that he thinks that there are some congestion pieces that need to be addressed by operations like bilateral issues.

Srini Sundhararajan suggested that a group was needed to address manual dispatches by the ISO and security issues.

Cuddy Vikki stated that the Market Operations group could address these issues.

Siddiqi asked if Market Mitigation issues were going to be address during CRR and Day Ahead discussions separately and suggested that these issues be addressed by both concept groups at the same time.  Also, is the system going to handle automatic mitigation, since this decides how many CRRs are issued?  

Cuddy stated that these issues will need to be factored into the design upfront and that today’s goal was to achieve agreement of what the concept groups will address.

There was a comment that the Market Operations group should address transmission planning because this is really the transmission model for operation in the nodal market.  Meyer stated that the Market Operations group should address ancillary services how they are procured and provided.

Ward stated that LaaRs and BULs have to fit somewhere, also UFE and losses need to fit somewhere.  We could spend more time on performance, have you delivered and how to measure that.  Some measure of performance should be addressed by Market Operations. 

Cuddy stated that the Market Operation group will address market information and market performance [not ERCOT system performance].  There will be many parallel activities, the key is to get a design agreed and documented.

Covington stated that there’s no evaluation of how much it costs to provide the different alternatives.

Ward stated that thinking about what is in place already is a consideration but some changes may not be optional.  Stockstill stated that the cost issue is not something that you’re going to go into blindly; and doesn’t think that any of this work should be done without recognition of the costs.  Covington stated that some may be required but not all.

Day Ahead and CRR

The deliverable for October 22 filing is a proposed rule language in addition to white paper. 

Eric Schubert clarified that the rule language is needed and that the white paper is not required but the commission would like to get it later.

For Day Ahead, the debate is on whether it is security constrained or not.  

Doggett stated that maybe there is already consensus on this issue and it should be addressed at the first Market Operations Concept Group meeting.

Cuddy regarding congestion rights need to evaluate who has the right to purchase the CRRs and is there any one that needs to be excluded from purchasing them.  Neil Eddleman stated that incentives to improve or reduce congestion are needed.  Ward asked what types of incentives are needed, construction or how to locate generation.  Eddleman stated that any type of incentive is needed.

Stockstill asked what the appropriate incentives are and that it seems the incentives should be built into the design.  One of the groups should address how to get the incentives aligned correctly.  Payton stated that the conflict between incentives and principles should be addressed by operations.

Clayton suggested adding “Long term transmission planning” as a bullet.

Commercial Operations Concept Group

This group should write the algorithms and the other Concept Groups should make sure the algorithms represent the intent of their design.

Kevin Gresham stated that issues to be addressed are 1) increasing the transparency of market information and 2) improving the settlement system so that it is more efficient and transparent.  

Siddiqi stated that credit issues needed to be addressed, and that some people have expressed an interest in point-to-point obligations and this involves credit. 

Gresham stated that there is an overlap of the credit issue in the CRR and Day Ahead groups.  

Cuddy asked if this group needed to start earlier.

Gresham suggested that people could start working and then launch the group fully in December.

Ward asked if TDSPs can tell whether substation transformer by substation transformer are on specific busses, for load aggregation purposes, and thinks this issue should be addressed right away.

Clayton suggested that the CRR group and settlements should meet jointly.  Gresham stated that the same people will be involved in CRR and Day Ahead discussions.

Adrian Pieniazek asked what implementation is being discussed and whether IT people should be brought into the concept groups to discuss design.  Covington stated that we’ve all learned from the first four years in developing the protocols that there is a need to get input from IT to know whether design is feasible.  Galvin stated that there are several ERCOT IT staff present at the TNT meeting, and that ongoing IT improvements are considering potential changes in the market design.

Covington stated that this group needed to address what data is going to be available, when and where.

Gresham stated that this group will have to decide what data needs to be made available.

Market Mitigation

Need to define Ex-ante market mitigation process; develop recommendations for thresholds and reference prices; and integration with day ahead and real time market operations.

Siddiqi stated that what CRRs you issue and how long you are going to issue them for, these concepts have to be addressed in a larger group.

Greg Ramon stated that the Market monitoring rule is just as important as the market mitigation rule and has to be in place before the market is developed.  This rule ensures how the market is developed, and that the market monitoring is done in an independent manner.   

Schubert stated that MOD is interested in talking to parties to discuss the monitoring process. 

Barry Huddleston stated that we also need to be sure that reference prices are transparent and readily discernable in addition, we need to make sure that they can be modified for contingencies -- like the fuel price events associated with the February time frame.

Reid stated that we see a mixing of two concepts, is it intended that market monitoring be a part of market mitigation or is it a function of the PUCT.

Cuddy asked what the approach is in which cost benefit can be conducted.  We’d like to have a forum in the November timeframe to educate us on the cost benefit criteria.  

Covington asked if an ongoing involvement of the cost benefit group is seen, and he thinks that there will be a lot of work that needs to be done and has a list of twelve items that need to be addressed.

Cuddy stated that first there has to be agreement on a methodology then let the independent parties that have the expertise do their job.

Covington asked how the information flows to the experts; we are developing a model here and there needs to be some input from parties to evaluate the different scenarios.  Jeff Holligan stated that time is needed to do the analysis.   Cuddy stated that there is an opportunity to rebut during the PUCT evaluation.

Covington stated that he asked at the last meeting what the charge of the TNT group is; and that the rule states that there should be an independent cost analysis.  He discussed his list of cost benefit analysis issues with the PUCT staff and wants to discuss later.

Dan Jones stated that the process is to implement protocols that implement something; options will weigh into the cost benefit analysis.  Cuddy stated that we will address the benefits to conducting cost benefit analysis.  

Timeline:
December 2003 - recommended evaluation criteria


January 2004 - select cost benefit analysis [CBA] firm


April 2003 - market input & cost benefit analysis by CBA

Leadership Candidates Selection

Market Operations:
Joel Mickey – ERCOT


John Meyer – Reliant

A hand vote was taken and majority was in favor.  Later in the meeting, it was decided to have ERCOT and stakeholder co-leaders for every team except Market Mitigation, which ERCOT will lead.  The ERCOT team leader will be selected by ERCOT.  A vote was taken to approve stakeholder leaders where multiple candidates were suggested.  Since John was the only stakeholder nominated for Market Operations, no formal vote was taken to approve his selection. 
Congestion Management:
Jerry Ward – TXU


Dan Jones – CPS


Ken Donohoo/Dan Woodfin /Jun Yu/Marguerite Wagner – were ERCOT nominees

Galvin stated that ERCOT facilitators in the concept groups will remain consistent while the subject matter experts will attend meetings at the appropriate times.  Ward suggested that Marguerite Wagner could lead the group.  Reid stated that it would be wise to have some consistency in the leadership.  Helton stated that there was a benefit to providing then names of ERCOT staff that the Market Participants want to lead the groups.  R. Jones stated that ERCOT should be allowed to pick the staff that can support the groups.  Stockstill stated that the leaders should not advocate.  Belk stated that leaders should be able to advocate their company’s opinion.

A hand vote was taken to decide between Dan and Jerry.  A majority was in favor of Dan.  Doggett requested a formal vote to approve Dan as the leader.  A motion was made by Randy Jones and seconded by Dottie Stockstill that Dan Jones be the leader of the Congestion Management Concept group.  Jerry Ward volunteered to withdraw his name from consideration to avoid the need for a formal vote.  

Tom Payton stated that he objects to hand voting.

Commercial Operations:
Ken Ragsdale/Betty Day - ERCOT


Kevin Gresham - Reliant

No formal vote was needed because Kevin was the only stakeholder nominee.

Market Mitigation:
Ward stated that an ERCOT person, only, should lead this group.  Huddleston stated that he agrees.  Galvin stated that he will discuss the opportunity with Ted Hailu and other staff from Richard Gruber’s group.

Cost Benefit:
Rick Covington – Garland


Shannon McClendon – Residential Consumers

Barry Huddleston nominated Mark Dreyfus, a PhD economist

A hand vote was taken:
Rick Covington – 7 


Shannon McClendon – 2 


Mark Dreyfus – 11

A motion was made by Jerry Ward and seconded by Clayton Greer to approve Mark Dreyfus as the leader for the Cost Benefit group.  Mark Dreyfus withdrew his nomination.

A motion was made by Brad Belk and seconded by John Meyer to approve Rick Covington as the leader for the Cost Benefit group.  The motion passed 100% in favor with abstentions by the Consumer segment.

Concept Group Meetings 
Start 9:30am to 3:30 pm

Market Operations: 
September 22 & 29

Congestion Management:   
September 23 & 30

Reid asked if communication will be via the main exploder.  Doggett stated that the main exploder would be used for communications.  Dan Jones suggested using the subject line to designate the concept group.

Meyer clarified that voting will take place at the TNT and not at the concept groups.

Education/Training Requests

Bob Helton - unit commitment and security constrained

Meyer suggested bringing in someone from the NE to discuss day ahead.

Rick Covington - differences between the different models

Dan Jones - bids and offers

Doggett stated that training would likely be someone from the outside, if there are any recommendations please let him know.  

The meeting was adjourned at 3:25pm.

John Meyer Presentation

Texas Nodal Market Design:  Principles

General Objectives

· To promote economic efficiency in the production and consumption of electricity while maintaining the reliability of the ERCOT electric system

· To encourage proper location of generation, transmission and load by providing appropriate pricing signals.

· To assign costs of operating the system to those causing the costs.

·  To create and align market incentives to encourage the appropriate behavior of market participants.

· To minimize mitigation measures by maximizing the use of market solutions.

· To provide for accountability and transparency of the ISO operation

ISO

· The ISO will ensure open access to the transmission and distribution system for all users on a non-discriminatory basis.

· The ISO will be independent of any market segment.

· The ISO will have control over the operations of the interconnected transmission grid and will be the administrator for all generation and substation interconnection requests.

· The ISO will not have an interest in profiting financially from the market. The ISO will not take actions with the intent to influence, set or control market prices.

· The ISO will ensure grid/system reliability and adequacy but will afford the market the opportunity to supply reliability solutions.

· The ISO will, through open bidding procedures, purchase ancillary services (AS) as required and impose those charges on the users of those services.

· The ISO will provide to the market, via electronic means, all non-proprietary information available to the ISO.

· The ISO will operate in compliance with the protocol approved by the PUC

Market Participants

· Market participants and opted-out utilities may self provide, or self arrange through bilateral contracts, for any or all portion of their own ancillary services requirement.

· Market participants are financially responsible for their own imbalance energy.

· Market participants have the right to purchase or sell energy and capacity services through bilateral contracts or other means with no obligation to purchase or sell through any power exchange (excluding balancing and ancillary services purchased by the ISO).

· Market participants will comply with ISO rules and instructions. All market participants are financially responsible for their portion of the ISO fees.

Texas Nodal Market Design:  Requirements

· Bid based, security constrained, economic dispatch of the system

· Congestion Management based on Locational Marginal Pricing (LMP)

· Nodes consisting substations of certain voltage and higher

· Day-Ahead Market with a well defined unit commitment process

· ERCOT administered, bid based, real time market

· Two-settlement system

· Generators settled at nodal prices

· Load settled on aggregated basis (may need analysis on applicability to LaaRs)

· Day-ahead Ancillary Services Market

· Local market power addressed through appropriate mitigation

· Transmission Congestion Rights

Texas Nodal Market Design:  Options

· Dispatch of resources; based on ISO dispatch instruction or ISO price signal
· Role of Qualified Scheduling Entity

· Single part bid vs. multi-part Bids for unit commitment and energy imbalance

· Generation hubs, one or several

· Voltage level to define Nodes, 69 kv or lower

· Day-ahead Market:

·  ERCOT administered or independent third party

· Voluntary or mandatory participation

·  Financially binding?

· Congestion Settlement?

· Virtual Bidding allowed?

· Real Time Market:

· LMP prices posted for 5-minute interval or less frequently

· Treatment of NOIEs, single super-node or collection of nodes

· Two-settlement system on an hourly basis or more frequently

· Transmission Congestion Rights:

· Physical or Financial

· Limit on Ownership

· Options or Obligations

· Assigned or Auctioned

· Limits on use

· Other Ancillary Services to be provided by ERCOT

· Resource Adequacy Market, using RRC or other methods

· Generators’ obligations

· Load Serving Entities obligations
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