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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 Cost Benefit Concept Group on the weighting of the selection criteria and introduction of alternate change cases.  The remainder of the meeting was dedicated to discussions of the Congestion Management Concept Group issues requiring a vote for Load Zones Concept Document and Concept Document (except Load Zones).  

Isabel Flores reported a revision identified by CenterPoint under the Market Operations Concept Group report there was an extra word “whole” that needed to be deleted.
Meeting Minutes – January 7, 2004

A motion was made by Richard Crozier and seconded by Roy True to approve the January 20, 2004 minutes as amended.  The motion was approved by a unanimous voice vote.

Future TNT Meetings:

· February 18 – with Commercial Operations CG 

· March 3 – with Market Operations 

· March 17

· March 31

Future Concept Group Meetings:

· February 6 – Market Operations

· February 10 – Commercial Operations

· February 12 – Market Mitigation

· February 13 – Cost Benefit

· February 20 – Congestion Management

· February 23 – Market Operations

· February 24 – Commercial Operations

· February 26 – Market Mitigation

· March 2 – Cost Benefit

· March 9 – Commercial Operations

· March 11 – Commercial Operations

· March 23 – Commercial Operations

· March 26 – Cost Benefit

Jim Galvin - New Protocols Update

Jim Galvin informed the group on the process to be used for drafting the new Protocols.  An ERCOT internal core team will be set up composed of the appropriate parties to administer the process.  Cheryl Moseley and her staff will take the lead on organizing the white papers in order to begin drafting the Protocol’s language.  The core team will also include ERCOT legal representation, IT staff and a resource with other ISO/RTO and FERC knowledge.  The deadlines:

· Discussion of draft by the end of April

· High end draft - June 4.
A question was posed on whether drafting protocols early on before the March 31 design deadline.  Galvin stated that core concepts that were agreed upon prior to the March 31 deadline would allow for work on the protocols to begin to assist in following the deadlines for the draft Protocols.

Greg Ramon – Comprehensive Proposal Including a Proposed Day-Ahead Model

Greg Ramon provided a status report and a recommendation on how to integrate the comprehensive proposal into the TNT process: 

· Enhanced HDAM (E-HDAM) with  Alternative for Day-Ahead or Real-Time Settlement of CRRs

· Market Monitoring 

· New Transmission Planning Process

· Treatment of Wind Resources

White papers still need to be developed. 
Jerry Ward stated that he had a couple of concerns:  some of the items mentioned would require PUCT rule changes or even a change in law and this is outside the TNT scope; the original concept of this group was to put together something that met the PUCT rules.  The other concern is how this proposal fits in with what is currently done at the concept groups.
Ramon asked for an example of the where there was not compliance with the rule.

Eric Schubert read subsection (m) of the rule:  “ERCOT shall use the stakeholder process to develop a wholesale market that complies with this section.  ERCOT shall file with the Commission an application for approval of the Protocols that comply with this section and for approval of energy load zones that comply with subsection (h) of this section.”  It doesn’t specify what the process is.  

Rick Covington asked if the group that developed the proposal had been charged by TNT to do this.  Ramon stated that this came out of a separate group.  Covington stated that it needed to be recognized that the work going on in the separate groups may not have been developed by participants from all segments and that he was concerned that this proposal be brought to a vote when others have been working on something else through the concept groups.  Covington continued he was concerned about the proposal being brought to TNT for a vote as a comprehensive proposal when only a few have participated in the discussions.
Clayton Greer stated that parts of the proposal have been discussed at different concept groups such as the independent market monitor concept which has been discussed at the Market Mitigation CG.  The real-time market issue was discussed at the Market Operations CG.  The transmission planning issue may not have been discussed anywhere.  A better discussion might be to determine what useful items can be taken out of this proposal.
Randy Jones stated he thought it was important to have a large platform but that his company reserved the right to ask that items be removed from the comprehensive package as other decisions are made.
Dottie Stockstill commented that the TNT group has been addressing many of the elements of the comprehensive market design proposal in a smaller context. Introducing the comprehensive proposal into the TNT provides a conceptual framework and it is not a foreign animal to what the group is already working towards.
Dan Jones - Comparison & Examples for the Enhanced-HDAM
Dan Jones provided a comparison between the Enhanced Hybrid Day-Ahead Model (E-HDAM) and the original hybrid and integrated models proposed.  Jones also discussed the specifics of the E-HDAM:
· A Market Participant may designate prior to the DAM whether CRRs held are to be settled based on real-time nodal settlement prices.  CRRs will be settled based on day-ahead nodal settlement prices if real-time settlement is not designated. 

· The CRR auction and/or PCRR allocation process will remain unchanged.

· The network element flows (and counterflows) represented by CRRs that are specified to be settled in real-time will be accounted for in the determination of available transmission capacity in the DAM. 

· The Day Ahead market will use three-part supply offers. 

· All participation by Market Participants in the Day Ahead market will be financially binding.

· Residual costs or credits incurred in the DAM will be allocated to participants in the DAM.

· Physical capacity nominations and additional inter-QSE bilateral schedules may be submitted after the DAM and prior to the RUC.

· DAM energy sales will reduce gross capacity nominations submitted by QSEs after the DAM; DAM energy purchases will increase gross capacity nominations submitted by QSEs after the DAM.

· Post-DAM, pre-RUC inter-QSE bilateral energy sale schedules will reduce gross capacity nominations submitted by QSEs after the DAM; post-DAM, pre-RUC inter-QSE bilateral energy purchase schedules will increase gross capacity nominations submitted by QSEs after the DAM.

· RUC cost allocation will be subject to the same mechanism, regardless of the level of participation in the DAM.

· Energy imbalances from DAM schedules will be settled based upon real-time energy settlement prices.

· Energy imbalances and/or congestion associated with bilateral schedules submitted after the DAM will be settled based upon real-time energy settlement prices. 

Concept Group Reports

Commercial Operations CG – Kevin Gresham

COCG met last on January 27 and discussed:
· Market design process, reviewed the status of the other Concept Groups to figure out what the upcoming workload would be. 

· Understand the white papers and develop settlement rules.

· Presentation by Shams Siddiqi on credit issues related to CRRs; the Credit Work Group will be meeting on 2/05 to further address credit issues 

· Dispute resolution process; what can be done when there are questions about the data.

· Reviewed punch list.
Items to be addressed on February 10:

· Will review the protocols impact resulting from the CMCG white paper

· Auction mechanism

· Pricing methodology in terms of settlements
· Data aggregation for load zones

Next meetings:  February 10 & 24.

Ward asked if TDSPs were going to be asked to update what substations customers were attached to and stated this might be good data to update once a year.  Gresham noted the recommendation.

Market Mitigation CG – Jim Galvin

MMCG met last on January 29 and reviewed the white paper drafted by Shams Siddiqi.  Discussed what constitutes competitive and non-competitive constraints and floor price issues.  MMCG will be meeting at the PUCT on February 26 in conjunction with the kick-off of the PUCT’s Market Mitigation Rulemaking.  MMCG goals are to add more substance to the white paper, specifically define some of the terms related to market mitigation; such as competitive constraints.  There currently is no consensus on the price floor issue.

Next Meetings:  February 12 & 26.

Market Operations CG – Joel Mickey

MOCG last met on January 28 and reviewed the Network Security Analysis white paper drafted by Floyd Trefny followed by discussions of the Fidelity Requirements for Transmission Element modeling white paper, which deals with how accurate the transmission model has to be; comments are currently being taken for both of these papers.  MOCG will continue discussions on: 
· Real-time operations

· Outage planning – two papers, one from Texas Genco and one from ERCOT 
· RUC bidding

· Ancillary Service obligations

Mickey proposed that white papers be sent out for comments by the authors prior to the meetings for comments so that items identified as non-consensus be discussed during the meetings, this allows the group to focus on the decision points.  
Ward stated that this could work but thinks that all issues need to be addressed at the concept group otherwise they may end up being taken up at the TNT meeting.

The latest white papers will be sent out.

Siddiqi requested that “contingencies” be added as an agenda item for the next MOCG meeting.

Next meetings: February 18 & 23 and March 3

Cost Benefit CG – Rick Covington

CBCG last met on January 30 for half a day followed by a meeting of the Selection Committee in the afternoon.  Bidders were asked to be prepared to address four change cases, nodal change case is the first.  In addition, CBCG discussed change cases:
· Improved Zonal Change Case

· PJM Change Case

In discussing the improved zonal change case, there is confusion regarding what the rule does and does not allow.  The rule language appears to state that the change case must comply with the rule.  An opinion has been requested from the PUCT staff and Covington indicated that the PUCT staff has responded that it is a worthwhile case to complete, but that in Staff’s legal opinion, it does not comply with the rule.  This option may need to be run and reported separately.

Mark Walker stated that the rule requires that the alternatives that comply with the rule should be studied. 
Covington stated that it was his intention to run the improved zonal change case.  Greer asked what group discussed this change case and whether this group was outside the TNT process.  Greer stated that the zonal model in general has been discussed at the MOCG and that the specifics of the improved zonal case need to be discussed there also.  Covington stated that details would be taken to MOCG for discussion and then TNT.

Walker said if something were to come from that review then another rulemaking would be required to revise the rule; there may be some scheduling issues and was making the group aware that other issues may come up.

Randy Jones asked what approval process has been defined to approve the change cases.  Covington stated that all change cases are to be brought to TNT for a vote.
John Rainey stated that the change cases will be discussed at the Friday, February 13 meeting.  Covington stated that the details will be discussed at that meeting.
Vikki Cuddy stated that the change cases will need to be approved by TNT prior to March 1st in order to be incorporated into the cost study. 
Covington stated that he was bringing up the improved zonal change case because the current study only takes into account the current Protocols and adding the improved change case allows incorporation of improved changes to the zonal model.  This allows for changes to be made to the zonal model without full implementation of the nodal model.

Bob Wittmeyer asked who has been discussing the improved zonal model.  Covington stated the model has been discussed with Garland, Denton, Greenville, Brazos, and TXU.  Ward clarified that they have discussed but TXU does not endorse the improved zonal model at this time.

CBCG will continue to flesh out the details at the February 13 meeting for the change cases.  The model has been discussed but not voted on by CBCG.
Improved Zonal Change Case (IZCC) Market changes:

· Maintaining stable zones (2003 or 2004) with a three year notice to change ones.

· ERCOT transmission planning and the PUCT will take on an expanded role to plan for relief of congestion, as well as addressing reliability issues

· ERCOT interconnect studies will consider economic as well as reliability issues associated with interconnection requests

· Increased ex-ante market mitigation measures

· Increased market information to market participants.

Adrian Pieniazek asked what was meant by “taking an expanded role in transmission planning.”  Covington stated that the group discussing the IZCC felt that it was important to look at the economic issues as well at the reliability issues when deciding whether to build transmission projects in order to reduce congestion.  
The details of the IZCC will be further developed by a subgroup and then presented to the MOCG for discussion if needed.

Cuddy stated that the agenda does include discussion of additional change cases and that the change case discussed by Covington was discussed by the CBCG, so the topic of the change cases will come up again when Randy Jones presents the PJM Change case.

The CBCG Selection Committee discussed:

· Selection criteria and weighting factors

· Evaluation worksheet was included in the RFP, but equal weighing was revised

Cuddy stated that the weighting criterion is being presented to provide information transparency on what the Selection Committee will be using to score the RFPs and the CBCG seeks ratification of the criteria.

R. Jones stated that the criteria for the “relevant experience” did not make sense to him and that he would not like to see a group that has not performed this type of study doing this study.

Richard Greffe stated that firms that have the experience do have turn over and therefore having a low weighting for the “relevant experience” category allows firms that have the staff that can do the study the opportunity to do the study. 

Presentations will be made by the short list consultants on February 9 and 10.  The recommendation will be taken to the Board on February 17.  

Wittmeyer asked if there was a range for the cost for the study.  Covington stated that he did not have a range at this time.

A motion was made by Roy True and seconded by Jeff Holligan to approve the weighting of the selection criteria.  The motion was approved by a unanimous voice vote.  Representatives from all seven segments were present to vote.
Randy Jones – presentation on the PJM Change Case

There is a group of Market Participants that believe that the study has to be an unbiased and in depth cost benefit study performed by a third party.  Features that must be addressed by the change cases:

· Day-ahead market

· Reliability Unit Commitment(RUC), Security Constrained Economic Dispatch (SCED), and Security Constrained Unit Commitment (SCUC)

· Real-time operations

· Congestion Revenue Rights 

· Congestion Zones

· Market mitigation

The experience of other regions should not be ignored.  Consultants will be interviewing other ISOs to find out what their costs for implementations were (“top-down” approach).  The RFP from CBA stated that “up to four change cases” should be allowed.
Ward stated that we should do this as cheaply as possible and by learning from others is a wonderful idea.  PJM has 29 different manuals, to say that we will import all of that and use all of that and say that will save us money, I think that starting where we are will be cheaper in a lot of areas, which may mean some market changes.  Not convinced that PJM is the way to go but would like to see what other change cases there are.  Not sure that he wants to spend money to study more than four change cases.
R. Jones stated that he would like to look at the PJM model as a scenario for a change case, only for study purposes not necessarily that the model be implemented.

Ward agrees looking at other models may be good but none of them control frequency like ERCOT.
Parviz Adib encourages that the study include the additional change cases and that specifically the analysis of an improved zonal model would increase the credibility of the nodal design.  Adib encourages the inclusion of the improved zonal model.

Greer stated that the base assumption is that such a model (improved zonal model) will work but these assumptions are flawed.  

Congestion Management – Marguerite Wagner
CMCG last met on January 26 and discussed:
· CRR Auctions and whether flowgates should be included

· Obligations should be offered

· Consensus on credit requirements being determined

· Full agreement has not been reached on CRR deration

An outstanding issue is CRR settlement whether it should be on the basis of the shadow price or the difference of the LMPs.

Wagner introduced the Load Zone document prepared by the CMCG for approval by TNT, concepts included:

· Load zones defined at the 2003 CSCs

· Timeline for zone changes

· System change

· Criteria for NOIEs

[Note - 1st motion made/2nd vote taken, because of a motion to table]
A motion was made by Mark Dreyfus and seconded by Clayton Greer to approve the Load Zone document and to add a new paragraph 4:  “To qualify as a NOIE load zone at market open, a NOIE load zone must have a 2003 NOIE peak load in excess of 225 MW.  The total number of NOIE load zones will not exceed 12 zones.”  The motion failed by a ballot vote of 52.8% in favor and 47.2% opposed.

Discussion on the motion:

Schubert stated that the proposal is subject to the cost benefit analysis and that whatever configuration is proposed is equitable.

Greer asked if the number of NOIEs with more than 225MW is less than 12.  Belk stated that the contrary was known.  Dreyfus stated that “the NOIE group is a very congenial group” and in the extremely unlikely case that there were 13 proposals they could work it out.  Henry Wood stated the group wanted to make sure that there were not too many zones and therefore wanted to set a limit and felt that the greater than 225MW group would not be higher than 12.  Covington stated that the City of Greenville had a problem with the 225MW restriction and suggested lowering the number to 100MW and adds approximately 5 zones.  The friendly amendment by Covington to revise the 225MW to 100MW was not accepted by Dreyfus.  
Steve Madden stated that he had a concern about disagreement with PUCT S.R. 25.501(h) and that there might be “cherry-picking”. 
Schubert stated that the Commission had the following concerns:

1) Since ERCOT contains more than 100 NOIEs, and some of them very small in terms of load, the potential number of NOIE load zones would approach a level where, in essence, load would be settled on a nodal basis rather than a zonal basis.  This approach would conflict with Substantive Rule 25.501, where Commission chose to settle loads zonally, not nodally.  

2) The option of having NOIEs choose whether to have their own load zone or be part of a larger load zone seems to conflict with the Commission's intent to avoid "cherry-picking" of cheap load nodes.  Given the small size of some NOIEs, the question arises: "Why aren't large customers in competitive areas allowed the same choice?"

3) For the past year, a proposal has been circulating to "directly assign" OOMC and RMR costs to the zones where the costs occur rather than uplift them ERCOT-wide as we currently do.  Under such a scheme, if Austin Energy, LCRA, and San Antonio have their own load zones, the remaining load in the South Zone could be disproportionately impacted from the OOMC and RMR costs that we currently see in the South Zone.
Dreyfus stated that he did not agree and that the rule did not state how many zones there should be.

Schubert asked why the NOIEs wanted more zones.  Belk stated that LCRA was cost-based and having their own zone allows them to have a better handle on their costs.  Having its own zone may or may not be an advantage but it is cost certainty and this is more important.
Schubert stated that the Commission would have to look at the disproportionate impacts of the zones.

Dan Jones stated that it was difficult to address issues that have not been raised at the concept group meetings.

[Note – 2nd motion/1st vote taken]

A motion was made by Steve Madden and seconded by William Lewis to table the motion made by Mark Dreyfus.  The motion failed by a ballot vote of 43.5% in favor and 56.5% opposed.
[Note- 3rd motion/ 3rd vote taken]
A motion was made by Brad Belk and seconded by Dan Bailey to approve the Load Zone document with the addition of paragraphs 4, “To qualify as a NOIE load zone at market open, a NOIE load zone must have a 2003 NOIE peak load in excess of 225 MW.  The total number of NOIE load zones will not exceed 12 zones” and paragraph 8, “To the extent that market operations comes up with zonal allocations of uplift, NOIE zones shall not be considered separately.  For purposes of uplift, loads in NOIE load zones would be a part of the appropriate commercial load zone.”  The motion failed by a ballot vote of 66.1% in favor and 33.9% opposed.

Terri Eaton stated that RMR uplift has not been addressed yet and that NOIE zones should not be addressed until RMR has been addressed.  Kenan Ogelman stated that OPC shares the concerns raised by Eaton.  

The friendly amendment proposed by Jeff Holligan to add language stating: “contingent upon the outcome of a cost benefit analysis that demonstrates that the creation of NOIE load zones will not lead to a material impact on the remaining buses in that zone” was not accepted by Brad Belk.

[Note – 4th motion/ 5th vote taken because of a motion to call the question]
A motion was made by Brad Belk and seconded by Dan Bailey to approve the Load Zone document as revised:  add paragraph 4, “To qualify as a NOIE load zone at market open, a NOIE load zone must have a 2003 NOIE peak load in excess of 225 MW.  The total number of NOIE load zones will not exceed 12 zones;” add paragraph 8, “To the extent that market operations comes up with zonal allocations of uplift, NOIE zones shall not be considered separately.  For purposes of uplift, loads in NOIE load zones would be a part of the appropriate commercial load zone;” strike paragraph 2 and amend paragraph 7.   The motion failed by a ballot vote of 64.3% in favor and 35.7% opposed.

[Note – 5th motion/ 4th vote taken]

A motion was made by Ray Schwertner and seconded by Bob Wittmeyer to call the question.  The motion was approved by a ballot vote of 67.9% in favor and 32.1% opposed.
A motion was made by Phillip Oldham and seconded by Steve Madden to defer to the next meeting.  The question was called prior to the motion to table therefore this motion was not considered. 

A motion was made by Jeff Holligan and seconded by Terri Eaton to approve the Load Zone document as revised:  add paragraph 4; add paragraph 8; strike paragraph 2; amend paragraph 7 and add paragraph 9 stating, “Approval of NOIE load zones is contingent upon approval of the PUCT and a cost benefit analysis showing that there are no material adverse impacts for competitive zones.”  
A motion was made by Larry Gurley and seconded by Rick Covington to table the motion made by Jeff Holligan.  This motion was withdrawn contingent that Holligan withdraw his motion.

Holligan withdrew his motion.

A motion was made by Larry Gurley and seconded by Randy Jones to adjourn the meeting.  The motion was approved by a unanimous voice vote.  

Doggett adjourned the meeting at 3:22 pm.
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