
ERCOT Texas Nodal Team

January 20, 2004 Meeting Minutes

ERCOT Austin Office

Attendance:

	True, Roy
	ACES Power Marketing

	Dreyfus, Mark
	Austin Energy

	Woodard, Stacey
	Austin Energy

	Doggett, Trip
	Benchmark Power Consulting

	Helpert, Billy
	Brazos Electric

	Crozier, Richard
	Brownsville

	Schwertner, Ray
	BTU

	Glasgou, Jonathan
	Calpine

	Jones, Randy
	Calpine

	Quinn, Bruce
	Calpine

	Ejebe, Gabriel
	Cargill

	Chandler, Don
	CenterPoint Energy

	Pieniazek, Adrian
	CenterPoint Energy

	Lewis, William
	Cirro

	Fournier, Margarita
	Competitive Assets

	Brown, Jeff
	Coral

	Covington, Rick
	Covington Consulting

	Jones, Dan
	CPS

	Werner, Mark
	CPS

	Day, Smith
	Direct Energy

	Adams, John
	ERCOT

	Bland, Mel
	ERCOT

	Flores, Isabel
	ERCOT

	Galvin, Jim
	ERCOT

	Li, Young
	ERCOT

	Marsh, Tony
	ERCOT

	Mickey, Joel
	ERCOT

	Moseley, Cheryl
	ERCOT

	Ragsdale, Kenneth
	ERCOT

	Sundhararajan, Srini
	ERCOT

	Tamby, Jeyant
	ERCOT

	Wagner, Marguerite
	ERCOT

	Walker, Mark
	ERCOT

	Yu, Jun
	ERCOT

	Moss, Steven
	First Choice Power

	King, Ray
	Frontera

	Ramon, Greg
	Frontera

	Bailey, Dan
	Garland

	Anderson, Valerie
	GDS Associates

	Lane, Terry
	Green Mountain

	Belk, Brad
	LCRA

	Morris, Sandra
	LCRA

	Keller, Steve
	Navigant Consulting

	Ogelman, Kenan
	OPC

	Morton, Wayne
	Panda Texas Merchant

	Edwards, JM
	PR&E

	Brandt, Adrianne
	PUCT

	Schubert, Eric
	PUCT

	Roepke, Olaf
	R.W.Beck

	Gresham, Kevin
	Reliant Energy

	Trefny, Floyd
	Reliant Energy

	Shumate, Walt
	Shumate & Associates

	Cuddy, Vikki
	The Structure Group

	Oldham, Phillip
	TIEC

	Seymour, Cesar
	Tractebel

	Flowers, B.J.
	TXU Energy

	Gurley, Larry
	TXU Energy

	Rainey, John
	TXU Energy

	Spangler, Bob
	TXU Energy

	Ward, Jerry
	TXU Energy

	Johnson, Kurt
	Victoria Electric

	Reid, Walter
	Walter J. Reid Consulting

	Smith, Bill
	WRS Resources


Participating via web cast:
	Weiguo, Yang
	Dynegy

	Striedel, James
	Entergy Solutions

	Garza, Beth
	FPL Energy

	Shankar, Rajagopalan
	KEMA

	Briscoe, Judy
	Reliant Energy

	Vadie, Henry
	Reliant Energy

	Troell, Mike
	STEC

	Comstock, Read
	Strategic Energy

	Stephenson, Randa
	Texas Ind Energy

	Cazalet, Ed
	The Cazalet Group


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

Doggett read the Antitrust Admonition and reviewed the agenda for today’s meeting.  Today’s meeting will include action required from the Market Operations Concept and then the remainder of the meeting dedicated to discussions of the Market Operations Concept Group issues.  

Meeting Minutes – January 7, 2004

A motion was made by Kevin Gresham and seconded by Cesar Seymour to approve the January 7, 2004 minutes as submitted.  The motion was approved by a unanimous voice vote.

Future TNT Meetings:

February 4 – 
Most of the meeting allocated to the Congestion Management Concept Group

February 18 - 
Most of the meeting allocated to the Commercial Operations Concept Group.

March 3, 17 & 31

Future Concept Group Meetings:

January 22 – Market Mitigation
January 23 – Commercial Operations - Cancelled
January 26 – Congestion Management/Market Mitigation

January 27 – Commercial Operations

January 28 – Market Operations

January 29 – Market Mitigation

January 30 – Cost Benefit

Concept Group Reports

Commercial Operations Concept Group by Kevin Gresham

The Commercial Operations CG will be meeting on January 27 and will address:
· Credit Issues

· Dispute Resolution Issues
· Settlements for the new market design

Cost Benefit Concept Group report by Rick Covington
The last CBCG meeting was held on January 15 and designated as a Bidder’s Conference for the cost benefit study; approximately 34 parties attended with 8 potential bidding firms represented at the conference.  The Selection Committee will have its recommendation ready by February 11.    The cost study will be presented to TNT, followed by TAC and then the Board.  This was corrected at the end of the meeting to clarify the Selection Committee recommendation will be considered by the Board on February 17 without a presentation to TAC or TNT.
Next meeting: January 30 (half-day)

Market Mitigation Concept Group report by Isabel Flores
The MMCG met on January 12, 2004.  A presentation was provided by Shams Siddiqi on market mitigation procedures used by other ISOs and a proposal for the Texas Nodal Market.  The presentation will be converted to a white paper that will be reviewed at the next meeting.  MMCG will be having a joint meeting with the Congestion Management Concept Group to address CRR issues.

Next meetings:  January 22, 26 (with CMCG) & 29

Congestion Management Concept Group by Marguerite Wagner
The last meeting was held on January 14.  The group discussed:

· CRR Auction Products - annual, monthly and daily auctions.

· Time period for CRRs:  One and two year CRRs

· Draft Auction Guide

· NOIE Load Zone Paper

Next meeting:  January 26
At its next meeting CMCG will be discussing CRR auction mechanics, Pre-assigned CRRs, auction amounts, CRR deration, ownership limits and NOIE load zones.  Straw votes will be taken at the January 26 meeting on most issues.  CMCG is targeting the February 4th TNT General Session meeting to vote on issues.
Reconsidered Issues
Discussion was held on whether individual issues that have been voted on at TNT can be reconsidered at the concept groups.  John Edwards asked if the details were being voted on before the principles.  Doggett stated that the Concept Groups bring issues to TNT where there is no consensus and the Concept Groups will seek guidance from TNT on those issues as needed.  Shams Siddiqi stated that he sees the votes taken at TNT are more than just guidance but that they provide closure to the discussion of the issue.  Joel Mickey stated that votes taken on individual issues can be used by the Facilitation Team to report to the PUCT and the Board that the groups are making progress on handling the issues necessary to develop the new market design.  However, if additional information is available and the groups decide differently from what was originally decided, the final white papers must reflect closely what the concept groups have finally agreed to in order for the market rules to be developed and the systems modified.
Market Operations Concept Group report by Joel Mickey

Joel Mickey presented the following items for a vote:
· Real-Time Operations

· Reliability Unit Commitment – Day-Ahead

· Reliability Unit Commitment – Hour-Ahead

Real-Time Operations
Jerry Ward asked if the group had agreed that there would be 15 minute settlement.  The 15 minute settlement was in the redline document.  Mickey asked if the Commercial Operations Concept Group had a different settlement time.  Kevin Gresham stated that the Commercial Operations CG was okay with a 15 minute settlement.  Doggett asked the group if anyone was opposed to the language.  No opposition was stated.
A motion was made by Adrian Pieniazek and seconded by Brad Belk to approve the Real-Time Operations language as presented by the Market Operations Concept Group and revised by TNT on January 20, 2004.  The motion was approved by a unanimous hand vote.  All seven segments were represented and voted.
Reliability Unit Commitment – Day-Ahead

The Market Operations Concept Group discussed and revised language on the Day Ahead RUC.  Doggett asked the group if anyone was opposed to the language; John Edwards requested a record vote.  Gresham noted that the deleted language was deleted because it was not ready for a TNT vote and could be addressed again at a later time.
A motion was made by Jerry Ward and seconded by Randy Jones to approve the Reliability Unit Commitment – Day-Ahead language as presented by the Market Operations Concept Group and revised by TNT on January 20, 2004.  The motion was approved by a ballot vote of 100% in favor with two abstentions from BP Energy and Oxy.  
Reliability Unit Commitment – Hour Ahead
The Market Operations Concept Group discussed and revised language for the Hour Ahead RUC.  Jim Galvin asked the group if anyone was opposed to the vote or wanted a vote of record.  No opposition or request for vote of record was stated.
A motion was made by Randy Jones and seconded by Bob Helton to approve the Reliability Unit Commitment – Hour-Ahead language as presented by the Market Operations Concept Group and revised by TNT on January 20, 2004.  The motion was approved by a unanimous voice vote; no abstentions were stated.  All seven segments were represented and voted.
Market Operations Concept Group 

The remainder of the meeting was used to address other MOCG issues:
· How MPs will bid

· Price Components of RUC

· Make Whole Provisions for Reliability- Whole for units procured.  If a unit was procured then it would be made whole.
· How RUC charges will be assigned

· Market Mitigation over-lap issues

· Other over-lap issues

J. Ward identified the following topics that need to be discussed:

· Losses

· RMR

· ADR

· Market Information that will be made available to MPs 

· Performance – how will it be measured for both ERCOT and the MPs

Discussion on No Load and Minimum Load/Minimum Energy Costs
Joel Mickey referenced PJM’s cost guidelines for start-up.  PJM defines No Load Costs ($/hour) as the total theoretical heat or fuel input at zero net output multiplied by the performance factor, multiplied by the total fuel related cost plus the no-load additional labor cost. 
Ward stated that most units can’t run at zero output for long and that the cost is a theoretical number.

Siddiqi stated that he thinks we just need a start-up cost and a minimum energy cost.  

Floyd Trefny stated that all of the energy charge is based on LMP; the generator is going to get paid between 0 MWs and the minimum load based on the LMP price.  A problem exists with the fuel used before electricity is generated and how to re-capture both of these costs.  How to treat fuel has to be determined.
John Rainey stated that the reason PJM splits this is the startup piece gets the unit operating to minimum energy and minimum energy is the energy bid piece.  Every unit could have a different minimum energy; the minimum spread piece has to be known for each unit.

Randy Jones stated that startup costs could cover all those components through start up, synchronism, all the way up to the low sustainable limit.

Don Chandler stated that no one expects a generator to run at zero output, it’s a theoretical number that allows the generator to bid energy costs as a marginal cost so it is evaluated on the same basis as marginal costs of units that are already committed.  It allows the system to recognize that there are additional costs.  Otherwise, without this, units not committed will be quoting average costs at the minimum and marginal above that.

Trefny stated there are probably good reasons why PJM chose this method and we should attempt to understand why they did it.  

Debate:  whether to use no load costs or energy at minimum; are they the same.
Mickey read PJM’s formula for Minimum Energy costs.  Minimum Energy costs are defined as the hourly costs to operate at a minimum rating.  The ERCOT Protocols have Low Sustainable Limit defined but not Minimum Energy costs. 

Action Item:  ERCOT Staff to research why PJM made this split and their motivation on terms; bring back results to the MOCG.  Joel Mickey will take this action item.
Larry Gurley stated that the group may want to find out what the vendor can do.

Need to have various components for the system; find out what the generators want to bid either:
· No-load that is a zero output cost and 
· fuel cost from zero to minimum; or

· One number to operate at minimum

Siddiqi stated that he preferred using “minimum load” because it could be verified and was a component that could be measured.

If you leave the “no load” piece out then you basically do what is currently being done with OOMC.

Ward stated that the generator has to be paid at least what it took the generator to get to minimum load and if the generator is required to stay at the minimum load level then he has to be paid the cost to stay there.  The generator has to cover its costs.  It’s more realistic to figure out how the software works than how it is done elsewhere.

Eric Schubert agreed that it would be good to ask PJM what their rationale was for the costs used.

Need to define:
Minimum Energy 


Minimum Load


No load

The concept group will define the terms and ERCOT Staff will research the PJM rationale to report back to the PUCT.

Discussion on “Make Whole” Payment Concept

The Make Whole provision is for generators committed by ERCOT to be online for the RUC, but they do not recover their costs based on the calculated LMP.

Trefny stated that Make Whole payments should be zero or greater but not negative and may be adjusted if the generator produces above its minimum.
Schubert stated that there will be a PUCT Workshop in February on price safeguards; the Commission is interested in mitigation issues.
Edwards stated that there is a problem if Make Whole provisions are based on bids; this could be gamed.

Dan Jones asked if the Make Whole provision could be defined mathematically and examples provided from other markets on what happens.  Jones volunteered to research this issue.
Discussion on Assignment of RUC Charges
DaRUC charges (startup, no load and minimum load not recovered through LMP) caused by system resource capacity insufficiency and/or transmission security violations.

Gurley stated that the costs are either startup costs plus minimum energy costs (includes LMP) or no load plus incremental.

Disagreement about the composition or the description of the elements included in the RUC charge; additional details are needed.
The point of this slide (slide 17, Open Market Operations Issues presentation) is the assignment not the definition of the terms; assignment should be to those that are causing it.  Mickey asked if a cost causation principle should be followed.  Siddiqi stated that he doesn’t think that there’s a way to directly assign.  
Rick Covington asked how is it determined what caused the RUC and stated that he has a problem with “cost causation” when you don’t bring sufficient capacity to the market.  Covington has less of a concern when sending price signals when it does not include congestion.
Trefny stated that they were also trying to assign startup and no load costs.
One proposal is for ERCOT to perform two studies (1) unconstrained and (2) constrained; compare the units that were brought on in the two runs in order to develop a ratio to make the assignment.

Trefny asked if it was the desire of the group to send price signals to capacity; if so, cost causation principles may be researched.  After all, the whole point of LMP is do cost causation of energy, energy is simple it comes out of the LMP.  
Siddiqi stated he thought that MOCG had discussed that the costs would be tracked and then it would be determined how to assign, and that his proposal was to provide incentives to self-commit.
Covington stated that the problem with “self-commitment” is that resources are not located where needed; price signals do not work.

Action Item:   Develop a cost assignment document to include - 
1) Costs spread equally in some fashion

2) Cost causation if possible 

3) Capacity inadequacy

White papers will be developed from the presentation provided and will include options and definitions.  
Shams Siddiqi presented a white paper and example on the Make Whole provisions; the document will be circulated for comments.  

Announcements
1)
The next MOCG meeting is January 28.
2)
The Board approved Cap Rock’s membership as an Adjunct Member, they will be voting as an IOU.  Corporate members must vote in their segment and Adjunct Members must declare a segment.
3)
Vendor selection short listing for the Cost Benefit Study will be on February 9 and 10; CBCG will be missing the delivery of the Board packet but will be providing background material of the selection process and a short list then the Selection Committee will follow up with a selection recommendation to the Board on February 12.  The Board will take up the recommendation in its closed session.    

Doggett asked if there was any other new business, none was stated. 
The meeting was adjourned at 3:32 PM.
Draft
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