ERCOT Texas Nodal Team

February 18, 2004 Meeting Minutes

ERCOT Austin Office

Attendance:

	True, Roy
	ACES Power Marketing

	Aldridge, Lanny
	AEP

	Geissler, Bill
	Attorney

	Dreyfus, Mark
	Austin Energy

	Doggett, Trip
	Benchmark Power Consulting

	Stapp, Jerry
	Big Country Electric Coop

	Holligan, Jeffery
	BP

	Helpert, Billy
	Brazos Electric

	Crozier, Richard
	Brownsville

	Schwertner, Ray
	BTU

	Glasgou, Jonathan
	Calpine

	Jones, Randy
	Calpine

	Quinn, Bruce
	Calpine

	Chandler, Don
	CenterPoint Energy

	Pieniazek, Adrian
	CenterPoint Energy

	Lewis, William
	Cirro

	Massey, David
	College Station Utility

	Fournier, Margarita
	Competitive Assets

	Waters, Garry
	Competitive Assets

	Greer, Clayton
	Constellation

	Brown, Jeff
	Coral

	Covington, Rick
	Covington Consulting

	Wilkins, Pat
	Covington Consulting

	Jackson, James
	CPS

	Jones, Dan
	CPS

	Werner, Mark
	CPS

	Gray, Weldon
	CVEC

	Day, Smith
	Direct Energy

	Rucker, Rick
	Direct Energy

	Huddleston, Barry
	Dynegy

	Bland, Mel
	ERCOT

	Day, Betty
	ERCOT

	Flores, Isabel
	ERCOT

	Galvin, Jim
	ERCOT

	Moseley, Cheryl
	ERCOT

	Pais, Cheryl
	ERCOT

	Ragsdale, Kenneth
	ERCOT

	Wagner, Marguerite
	ERCOT

	Yager, Cheryl
	ERCOT

	Yu, Jun
	ERCOT

	Herron, John
	Excelergy

	Ashley, Kristy
	Exelon

	Jackson, Jeremy
	First Choice Power

	Bailey, Dan
	Garland

	Anderson, Valerie
	GDS Associates

	Eaton, Terri
	Green Mountain

	Shankar, Rajagopalan
	KEMA

	Belk, Brad
	LCRA

	Siddiqi, Shams
	LCRA

	Wittmeyer, Bob
	Longhorn Power

	Ogelman, Kenan
	OPC

	Madden, Steve
	Oxy

	Edwards, JM
	PR&E

	Greffe, Richard
	PUCT

	Schubert, Eric
	PUCT

	Roepke, Olaf
	R.W.Beck

	Reece, Eddy
	RCEC

	Gresham, Kevin
	Reliant Energy

	Harris, Brenda
	Reliant Energy

	Meyer, John
	Reliant Energy

	Trefny, Floyd
	Reliant Energy

	Shumate, Walt
	Shumate & Associates

	Troell, Mike
	STEC

	Wood, Henry
	STEC/MEC

	Cuddy, Vikki
	The Structure Group

	Potts, David
	The Structure Group

	Bell, Wendell
	TPPA

	Jackson, Amy
	Tractebel

	Flowers, B.J.
	TXU Energy

	Gurley, Larry
	TXU Energy

	Spangler, Bob
	TXU Energy

	Ward, Jerry
	TXU Energy

	Johnson, Kurt
	Victoria Electric

	Smith, Bill
	WRS Resources


Participating via the web cast:

	Goodfriend, Sarah
	ARM

	Wolfe, Ellen
	Tabors, Caramanis & Assoc.


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 Congestion Management Concept Group on the CRR and Load Zone documents.  The remainder of the meeting will be dedicated to discussions of the Market Operations Concept Group issues.  

Meeting Minutes – February 4, 2004

A motion was made by Randy Jones and seconded by Adrian Pieniazek to approve the February 4, 2004 minutes as submitted.  The motion was approved by a unanimous voice vote.

Future TNT Meetings:

· March 3 – with Market Operations

· March 17

· Anticipate March 29 & 30

· March 31

Future Concept Group Meetings:

· February 20 – Congestion Management

· February 23 – Market Operations

· February 24 – Market Operations

· February 24 – Commercial Operations

· February 26 – Market Mitigation

· March 1 – Market Operations

· March 2 – Market Operations

· March 2 – Cost Benefit

· March 9 – Commercial Operations

· March 11 – Commercial Operations

· March 23 – Commercial Operations

· March 26 – Cost Benefit

Selection of Chairperson for the Commercial Operations Concept Group

Vikki Cuddy informed that group that Kevin Gresham informed her that he could no longer assume the responsibilities as the chair for the Commercial Operations Concept Group and asked for volunteers to serve as chair.

A motion was made by B.J. Flowers and seconded by Kevin Gresham to confirm B.J. Flowers as chair for the Commercial Operations Concept Group.  The motion was approved by a unanimous voice vote.  Representatives from all seven segments were present.

Concept Group Reports

Commercial Operations CG – Kevin Gresham

COCG met last on February 10 to outline and discuss settlements issues:

· What is to be settled?

· What data elements are needed to settle?

· Where will the data elements come from?

· When will the data elements become available?

· What is the format of the data elements and statements

· What Market design process, reviewed the status of the other Concept Groups to figure out what the upcoming workload would be. 

COCG will develop a list of questions and assumptions that need to be addressed in order to develop the requirements for settlements in the new systems.  The questions will be sent to the appropriate concept group.

COCG is working with the Credit Work Group to address credit issues and is holding Thursday morning conference calls to provide information and discuss issues.  This is open to anyone interested; send an email to vspells@ercot.com or cyaeger@ercot.com to get the details of the call.   Jim Galvin stated that he would send details of the Credit Work Group call to the TNT exploder.

Next meeting:  February 24.

Market Mitigation CG – Jim Galvin

MMCG met last on   February 12 and continued discussion of the Market Mitigation white paper and made signification progress.  Greg Ramon discussed a comprehensive design presentation along with independent market monitor details.  The white paper contains three proposals for the appropriate methodology for mitigation.  Hope to come to some convergence at the next Market Mitigation CG meeting.      

The agenda for the PUCT meeting on February 26 is not available yet but will be in the format of a discussion panel.  The afternoon session will be used to continue discussions of the Market Mitigation white paper.  The goal is to bring the white paper to the TNT General Session for approval.

Next Meeting:  February 26 at the PUCT to kick off the Market Mitigation Rulemaking.

Cost Benefit CG – Rick Covington

CBCG Selection Committee interviewed consultants bidding on the cost benefit cost study on February 9 and 10.  On February 11 the Selection Committee met and discussed the relative strengths and weakness of the four short listed proposals.  There was a unanimous decision among the committee regarding the recommendation to take forward to the ERCOT Board.  

The recommendation submitted by the Selection Committee was approved by the ERCOT Board on February 17, 2004.  The name of the consultant will not be released until contract negotiations are finalized.  CBCG is currently on schedule to have the cost study begin the first week of March.  

Change cases discussed at the last meeting for an Improved Zonal Change Case is being withdrawn by Denton and Garland because it appears that there would not be enough support for this change case.  There is a continuing proposal for a Northeast Change Case.  At the upcoming March 2 CBCG meeting, a representative of the New England ISO will discuss issues associated with the use of Northeast markets software in ERCOT.

CBCG goals for the March 2, 2004 meeting: 

· Announce the consultant selection

· Review model assumptions in RFP for handing over to the consultant

· Discuss coordination between CBCG and consultant

· Discussion with New England ISO representative on nodal software

Next meeting:  March 2

Congestion Management – Marguerite Wagner & Dan Jones

CMCG last met on February 9 and discussed issues regarding the Load Zone and CRR documents.  Wagner provided a summary of the issues discussed and presented the items that required TNT action.

Load Zone issues discussed:

· Cherry Picking

· Designated the one year opt in provision for NOIEs—as a voting item.  
· How Zone Choice Impacts Goals of Nodal

· Limited Number of NOIE Zones to 20

· Competitive Advantage

· Included NOIE in Zones allocation uplift

Load Zone document overview:

· Defines Competitive Zones as 2003 CSC Zones

· Timeline for Zone Changes—3 years with Board Approval

· New Bus addition--assigned to the TNM Load Zone with the closest matching Zonal LMP to the new bus LMP 

· Defines Criteria for NOIE Zones

· May be a single NOIE or an aggregation of NOIEs.

· Maximum of 20 NOIE zones. 

· NOIEs with 2003 peak > 2300 are automatically zones.

· All NOIEs are assigned to TNM LZ unless they proactively elect to be a NOIE load zone by August 1, 2005.

· Merged into appropriate TNM Load Zone upon opt-in

· Will be subject to zonal load ratio share uplift to the extent it exists

· Items for which general consensus was not reached or for which additional comments have been received:

· Flowgates in Initial Auction

· CRR Deration

· CRR Ownership Limits

· PCRRs

· CRR Settlement

Wagner stated that the PUCT had submitted comments to the CRR document that allow STEC to hold PCRRs after an opt-in period.  This comment is not being characterized as having the consensus of the concept group because it was not discussed by the group.

Wagner reviewed the revisions made to the Load Zone document at the last CMCG meeting.  The document was provided to meeting participants in hard copy format for review and discussion during the lunch break in order to take a vote after the break.

Clarification questions:

Jerry Ward requested that both CMCG white papers be emailed to the TNT exploder.  The two documents were emailed.

Shams Siddiqi stated that he prepared a presentation on how the CRRs will be settled.  If time permits and there is no objection Siddiqi will be allowed to provide his presentation.

John Edwards asked regarding the straw vote on whether to include the section 8 language.  

Straw Poll results:

Assuming that there would be NOIE load Zones, should the following language be included in the Load Zone document:

8.
With the exception of those entities meeting the 2,300 MW threshold described above, individual NOIEs that are participating in a NOIE Load Zone may, within 12 months of the commencement of the Texas Nodal Market, exercise a one-time opportunity to irrevocably elect to be incorporated into the appropriate TNM Load Zone subject to ERCOT Board approval.  Such decisions shall be implemented as soon as practicable and are not subject to the three year notice requirement.  

For including the language:
6


Against including the language:
7

Don Chandler asked if there is a proposed criterion on which NOIEs becomes zones and which NOIEs become aggregated.  The NOIEs discussed the zone limit and came to a decision that the limit be set to 20.  Mark Dreyfus stated that there are about 100 NOIEs but not all are seen at ERCOT; therefore there will be some education required.  The NOIE group is a congenial group and will find a way to decide what zones are set up and if there is a conflict then it will be decided in the usual manner that conflicts are decided.  Dreyfus further stated that he doesn’t think that there will be more than 20 NOIEs wanting to be their own zone.

Ward stated that he agrees with Dreyfus but wants there to be a default way to decide how the zones are established in order to avoid getting involved in the process.  Dreyfus stated that he would outline the criteria in the Protocol process. Ward stated that he can accept this.

Edwards asked if there was a possibility for every NOIE to elect to be its own zone and then change its mind regarding its decision to participate in the market.  Dan Jones stated that the proposal being considered sets the requirements. 

Edwards asked what basis would be used by the ERCOT Board to allow a NOIE to reverse its decision.  The language in the Load Zone document sets the requirements but any motion may be made.  Wagner read the language from the document.  Jones stated that he doesn’t know how the Board would make its decisions.

Shams Siddiqi – CRR Presentation 

Definition of a Point-to-point CRR Option is a misnomer

· it’s almost impossible to model a true point-to-point CRR Option (one that pays positive LMP differences between sink and source) in auction software (refer to Hogan’s paper)

· The CRR being called a point-to-point CRR Option modeled in the auction software is actually a portfolio of rights on transmission elements that are positively impacted by a transaction from the CRR source to the sink

· This portfolio of transmission rights ensures that an equivalent transaction from source to sink is hedged against congestion charges but is not exposed to payments 

Settlement issues

· LMP differences between sink and source reflects not only positively impacted transmission elements but also any negatively impacted elements – the price difference takes into account of the positive and negative impacts

· Portfolio of positively impacted elements will never pay less than the LMP differences (absent deration)

· If point-to-point CRR options are settled on the LMP differences there will never be price convergence between the auction clearing prices and expected payoff at settlement

· If flowgate rights are offered then the point-to-point options will become obsolete; it will cost the same 

Discussion of CRR and Load Zone Documents

A motion was made by Jeff Holligan and seconded by Smith Day to attach to the load zone document the following language:  In the context of the TNT stakeholder process, the filing of a proposal by ERCOT that includes NOIE load zones will be dependent upon the results of a quantitative analysis by ERCOT which demonstrates that the implementation of NOIE load zones, either individually or in combination, within a larger TNM load zone will not result in a material adverse economic impact on consumers remaining in that TNM zone.  The motion failed by a ballot vote of 17.9% in favor and 82.1% opposed.

Clayton Greer asked who the adverse economic impact was on.  Holligan stated that it was on consumers.  Barry Huddleston asked what the expectation is to do a meaningful analysis on this.  Holligan stated that it has to be demonstrated that there won’t be an adverse effect.  He doesn’t know what tools will be used to do the analysis but doesn’t want to leave consumers stranded.

After the vote Holligan stated that the group’s disdain for consumers is noted.

A motion was made by Rick Covington and seconded by Eddy Reece to insert the language for item number 8 as shown in the box.  The motion failed by a ballot vote of 29% in favor and 71% opposed.

Item 8 stated: 

With the exception of those entities meeting the 2,300 MW threshold described above, individual NOIEs that are participating in a NOIE Load Zone may, within 12 months of the commencement of the Texas Nodal Market, exercise a one-time opportunity to irrevocably elect to be incorporated into the appropriate TNM Load Zone, subject to ERCOT Board approval.  Such decisions shall be implemented as soon as practicable and are not subject to the three year notice requirement.

After additional discussion, a motion was made by Jerry Ward and seconded by Clayton Greer to approve the Load Zone document as it is without the boxed language for item 8.  

Brad Belk offered a friendly amendment to amend the CRR paper as revised by Clayton Greer regarding PCRRs.  John Edwards requested a record vote to the amendment.  Mark Dreyfus stated that Greer had raised issues that there is a windfall in the NOIE load zone language.  The language proposed by Belk would award fewer PCRRs to the NOIEs.  The motion was to approve the Load Zone document withdrawn by Ward and Greer.

The group proceeded to discuss the CRR paper since the CRR and Load Zone papers are tied together.  

A motion was made by John Meyer and seconded by Kristy Ashley to consider the offering of individual Flowgate Rights no sooner than two years after the implementation of the Texas Nodal Market operation.  The motion was approved by a ballot vote of 100% in favor.

Eric Schubert stated that Staff felt strongly that some type of deration is needed.  Huddleston asked if CRRs are going to be derated; if they are not then how will the payment be funded and if they are then the holder is derated.

A motion was made by Clayton Greer and seconded by Jeff Brown to approve item 2:  Uplift any shortfall of CRR revenues to holders on a pro-rata share of CRR ownership basis.  (Includes the idea of surpluses being held in a balancing account to balance out over a calendar period.)  The motion was approved by a ballot vote of 79.7% in favor and 20.3% opposed.

 

A motion was made by Brad Belk and seconded by Clayton Greer to adopt option 1 for point-to-point Options.  Option 1 states: "Settle PTP Options using shadow prices multiplied by the positive flows on all directional network elements represented by the CRR (consistent with Target Allocation method described in the above settlement formula for a fully funded PTP Option, subject to potential deration impacts once this issue is addressed)."  The motion was approved by a unanimous voice vote.  Representatives from all seven segments were present.

 

A motion was made by Clayton Greer and seconded by Bob Helton to have no CRR ownership limits and direct the Market Mitigation Concept Group to develop business rules that address local market power.  The motion was approved by a ballot vote of 82.1% in favor and 17.9% opposed. 

Schubert stated that he wanted more discussion on the oversight issue.  Huddleston stated that the Market Mitigation Concept Group should develop the market rules that ensure that there is no abuse of local market power.

Randy Jones made a friendly amendment to the motion to allow no ownership limits subject to the development of market monitoring and business rules and flag the issue for the Market Mitigation Concept Group.

Discussion was held regarding voting on specific issues instead of the entire package.  Roy True stated that the group was trying to resolve boxed items and then send back to the concept group to continue working.  Huddleston stated that the group couldn’t make a determination therefore they haven’t discussed the next steps.  If the TNT doesn’t address the boxed issues then TNT has failed them.  

R. Jones stated that the market could start with no ownership limits then see if this works otherwise limits can be established via the mitigation process.  Schubert stated that the resolution needed more detail.  Kenan Ögelman stated that the whitepapers should be sent to the Market Mitigation Concept Group for development of the business rules and then back to TNT as a package to be voted on.  Greer stated that he did not know of any nodal market that had CRR ownership limits.

A motion was made by Henry Wood and seconded by Billy Helpert to defer both [Load Zone and CRR] documents back to the concept group to resolve the NOIE load zone and PCRRs issues and bring the documents back to the next TNT meeting on March 3, 2004.  The motion was approved by a majority voice vote with one abstention from OPC.  Representatives from all seven segments were present.

Continuation of Concept Group Reports:

Market Operations Concept Group – Joel Mickey

The MOCG met on February 16 and 17 and discussed the day-ahead RUC and hour-ahead RUC white papers; encouraged the group to attend the next meetings on February 23 and 24, the MOCG will be discussing the day-ahead model.

Next meetings:  February 23, 24 & 27.

The meeting was adjourned at 3:30 pm.

Approved:  March 3, 2004
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