ERCOT Texas Nodal Team

March 17, 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

	Holligan, Jeffery
	BP

	Helpert, Billy
	Brazos Electric

	Crozier, Richard
	Brownsville

	Jones, Randy
	Calpine

	Chandler, Don
	CenterPoint Energy

	Phillips, Robert
	CenterPoint Energy

	Pieniazek, Adrian
	CenterPoint Energy

	Fournier, Margarita
	Competitive Assets

	Johnson, Kurt II
	Consultant

	Wilkins, Pat
	Covington Consulting

	Jones, Dan
	CPS

	Werner, Mark
	CPS

	Huddleston, Barry
	Dynegy

	Adams, John
	ERCOT

	Ayres, Noreen
	ERCOT

	Cantara, Jamie
	ERCOT

	Dautel, Pamela
	ERCOT

	Flores, Isabel
	ERCOT

	Galvin, Jim
	ERCOT

	Gerber, Jeff
	ERCOT

	Gilbertson, Jeff
	ERCOT

	Hart, Charlyn
	ERCOT

	McCoy, Roy
	ERCOT

	Ragsdale, Kenneth
	ERCOT

	Spells, Vanessa
	ERCOT

	Wagner, Marguerite
	ERCOT

	Yu, Jun
	ERCOT

	Ashley, Kristy
	Exelon

	Moss, Steven
	First Choice Power

	King, Ray
	Frontera

	Bailey, Dan
	Garland

	Atanacio, Manuel
	KEMA

	Shankar, Rajagopalan
	KEMA

	Morris, Sandra
	LCRA

	Siddiqi, Shams
	LCRA

	Stockstill, Dottie
	Mirant

	Ögelman, Kenan
	OPC

	Madden, Steve
	Oxy

	Edwards, J.M.
	PR&E

	Adib, Parviz
	PUCT

	Brandt, Adrianne
	PUCT

	Greffe, Richard
	PUCT

	Schubert, Eric
	PUCT

	Zhou, Sam
	PUCT

	Meyer, John
	Reliant Energy

	Lozano, Rafael
	Texas Ind Energy

	Cuddy, Vikki
	The Structure Group

	Krajecki, Jim
	The Structure Group

	Oldham, Phillip
	TIEC

	Seymour, Cesar
	Tractebel

	Flowers, B.J.
	TXU Energy

	Ward, Jerry
	TXU Energy

	Reid, Walter
	Walter J. Reid Consulting


Participating via the web cast:

	Brown, Jeff
	Coral

	Day, Smith
	Direct Energy

	Maldonado, Eliezer
	Dow Chemical


The meeting was called to order at 9:33AM by Trip Doggett.

Doggett noted the Antitrust Admonition for the group to read and reminded the group that Brittney has copies of the Antitrust Guidelines for anyone who has not received a copy.  

Meeting Minutes – March 3, 2004

A motion was made by Ray Schwertner and seconded by Cesar Seymour to approve the March 3, 2004 minutes as submitted.  The motion was approved by a unanimous voice vote.

Future TNT Meetings:

· March 29 0930 to 1800

· March 30 0830 to 1800

· March 31 0830 to 1800

· April 1  0830 to 1530

· April 5 

· CANCELLED - April 12

· April 26

· May 10

· June 7

· June 28

Future Concept Group Meetings:

· March 18 – Congestion Management & Market Mitigation

· March 19 – Market Operations 

· March 22 – Market Operations 

· March 23 – Market Operations 

· March 23 – Commercial Operations

· March 24 – NEW – Market Operations 

· March 26 – Cost Benefit 

· March 26 –Market Mitigation

Randy Jones – Presentation on the Replication Change Case

Jones outlined the benefits of comparing an existing LMP market to the current ERCOT design

· Stakeholders will have more time to prepare and train for a smooth transition to the new market 

· Less training for some TNT market participants

· Better support from vendors

· ERCOT can focus on system enhancements

Reduced:

· Risks in market design

· Risks in market system implementation 

· Cost of market development and maintenance 

· Time required for market implementation  

· ERCOT manual workarounds 

Roy True asked if the NE-ISO adopted the PJM settlements package.  Jones stated that did not know to what extent they adopted the settlements systems.  Jim Krajecki stated that the NE-ISO settlements system was built in-house.

Jerry Ward stated that one of the first things discussed at the Cost Benefit Concept group was to not have the Consultant tell the group what changes needed to be made and the cost study was to purely tell what the cost were and not what details needed to be made.  The change case needed to lay out what the differences are so that the consultant can tell us what the costs are instead of having the consultant tell us what the differences are.  Jones stated that the change case needed to make sure that the scope was tight.

Dottie Stockstill stated that she agreed with Ward but that the same was true for each change case.  The New England ISO got work done quickly because they brought in parts of the PJM system and it saved them money.

Vikki Cuddy informed the group that the cost benefit study will include costs to the ISO as well as the costs to the Market Participants.

A motion was made by Clayton Greer and seconded by Bob Wittmeyer to accept the Replication Change Case as one of the four scenarios the Consultant must study, using the NE-ISO market system as the basis.  

A motion was made by Steve Madden and seconded by Jerry Ward to table the motion to accept the Replication Change Case until there are further details.  The motion to table failed by a ballot vote of 12.5% in favor and 87.5% opposed.

The original Motion to accept the Replication Change Case was approved by a ballot vote of 87.5% in favor and 12.5% opposed.

Concept Group Reports

Commercial Operations CG – BJ Flowers

COCG met last on March 19 and focused on the ERCOT Settlement Matrix:

· Removed old versions of calculations

· Identified all Settlement equations that remain unchanged (Unchanged Document)

· The following statuses were assigned:

· Not Change – no change necessary

· Deleted – charge will be removed under nodal

· Replaced – charge will be replaced with a nodal related charge

· New – entirely new charge type

· Verify – needs clarification
Next meeting:  March 23.

Cost Benefit CG – Vikki Cuddy
· Successful negotiations were completed with Tabors, Caramanis & Associates (TCA).

· Partnering with KEMA Consulting

· TCA attended Cost Benefit Workshop at the PUCT Open Meeting on March 10.

· TCA has begun working with ERCOT to prepare and populate data for their modeling.

· TCA needs Change Cases largely defined by April 13th 

· ERCOT is developing a public issue tracking tool as part of the TNT website

· Query and report functionality similar to dispute management tool

· Requirements defined at high level

· Delivery date unconfirmed currently

Change cases to be studied:

· The Replication (formerly Northeast) Change Case is ready for consideration by the TNT

· The Zonal Change Case has held two meetings to address major design elements. The Zonal Change Case will be considered for vote by the TNT on March 31.
Next meeting:  March 26.

Market Mitigation CG – Jim Galvin

The last meeting was held on March 11, 2004 and discussed:

· The determination of Competitive and Non-competitive constraints [how & when]

· Real-Time Mitigation Options - 

· 16 Heat Rate

· Surrogate Proposal

· PJM Cost (verifiable operating costs)

· 12 Heat Rate or cost plus 10% (No RMR & negotiate cap)

· Other cost plus option (similar to DaRUC)

· A cost plus option under development to potentially merge all cost plus methods into a single proposal

TNT participants need to become familiar with the real-time mitigation options that will be brought to TNT for a vote at the next meeting.

Next meetings:  March 18 & 26.

Congestion Management CG – Marguerite Wagner
CMCG has not met since the March 3rd TNT General Session

CMCG will continue to:

· Review CRR Whitepaper to incorporate recent TNT decisions

· Review outstanding “boxed” language

· Pre/post CRR auction information postings

· PCRR eligibility

· Work with MMCG on overlap issues

· CRR Ownership limits

· CRR deration methodology implications

· Work with COCG to ensure proper capture of CRR and Load Zone issues

Next Meeting: March 18 (with MMCG)

Board Update:

Trip Doggett provided an update on the Board TNT activity.  The Board approved all five whitepapers presented.  The Board revised the Day-Ahead Market Resolution proposed by TNT.  Trip read the Board revised resolution, it is below for reference: 

A day-ahead market shall be established in ERCOT through the implementation of the Auction Day-Ahead model by March 2005 or as soon as practicable but not later than March 2005 and the implementation of a day-ahead market that includes the settlement of CRRs in both real-time and day-ahead timeframes, and is substantially similar to the currently proposed Enhanced Hybrid Day-Ahead model no later than within 12 months or as soon as practicable following the implementation of the real-time nodal market.
Market Operations CG – Joel Mickey

· MOCG White papers:

· Will provide a foundation for the design concepts for the new Wholesale Market rules

· Will help clarify assumptions for the Consultant selected to perform the Cost Benefit Analysis Study

· Will provide draft language for incorporation into the draft Protocols for the new Market Design

TNT participants need to get familiar with all MOCG white papers and the issues being discussed for votes on the key papers concepts scheduled for the TNT meetings March 29 to April 1st.

Next meetings:  March 19, 22, 23 & 24

Load Forecast Whitepaper

A motion was made by Clayton Greer and seconded by Jerry Ward to approve the Load Forecast Whitepaper as submitted.  The motion was approved by a unanimous voice vote.  Representatives from all seven segments were present.

DaRUC Whitepaper

Shams Siddiqi – Presentation on Option 2 for Day-ahead RUC

· Assign DaRUC costs to QSEs that fail to bilaterally arrange for sufficient energy and/or capacity to meet their obligations

· DaRUC costs are actual make-whole payments and not hypothetical costs

· Exposure of QSEs that are short are capped

· Only DaRUC costs above the cap are potentially uplifted and only in cases that the cap is actually hit

Clayton Greer – Presentation on Option 3 for Day-ahead RUC

· Use method similar to that of Replacement Reserve cost allocation today:

· Determine costs associated with market insufficiency and allocate those to QSEs who have insufficient capacity in real time;

· Uplift costs associated with local congestion

John Meyer  - Discussion on Option 4 for Day-ahead RUC 

The Reliant Energy Proposal is based on Local Security Areas (LSAs).

· The key ingredient is to induce self-commitment

· There is a “make-whole” provision for units that are RUC’d.

· Units that are not bid and are RUC’d on don’t get to keep profits

· This option tries to address that there’s no interest to committing at the local level

· This option is the most correct method for dealing with congestion in chronic areas

Dan Jones asked if RMR was treated differently; is it still uplifted to the market.  Meyer stated yes.  Randy Jones asked if the LSAs were difficult to define.  Meyer stated that ERCOT defines the LSAs.

A motion was made by Dan Bailey and seconded by Steve Madden to accept the Day-ahead Reliability Unit Commitment document as submitted using option 2.  The motion failed by a ballot vote of 44.6% in favor and 55.4% opposed. 

A motion was made by Kenan Ogelman and seconded by Pat Wilkins to accept the DaRUC document using option 2 and a factor of 5.  The motion failed by a ballot vote of 31.3% in favor and 68.7% opposed.

A motion was made by Clayton Greer and seconded by Cesar Seymour to accept the DaRUC document as submitted using option 3.  The motion failed by a ballot vote of 61.5% in favor and 38.5% opposed.

A motion was made by Neil Eddleman and seconded by Steve Madden to table discussion of the DaRUC whitepaper including the options.   The motion failed by a ballot vote of 30.1% in favor and 69.9% opposed.

A motion was made by John Meyer and seconded by Randy Jones to adopt the DaRUC document as submitted using option 4 in principle.  The motion failed by a ballot vote of 25.9% in favor and 74.1% opposed.

A motion was made by Kevin Smith and seconded by Randy Jones to remove option 4 from consideration; the focus is to consider options 2 and 3.  A friendly amendment was offered by Roy True to approve the document with consideration of options 2 and 3 at a later time.

Discussion:

Dan Jones asked if options 2 and 3 could be revised.  Kevin Smith stated that the intent was to narrow the focus and that he was trying to narrow the options.   

John Meyer offered a friendly amendment to say that “we will make a motion to approve the rest of the DaRUC paper except for the cost allocation, remand the cost allocation back to the Market Ops Concept Group with a strong preference for options that look like two and three.”  Kevin Smith accepted the friendly amendment.    Clayton Greer objected to the friendly amendment.

Kevin Smith asked if the people voting yes and no did not understand what they were voting for.  The group discussed if there was any benefit to displaying the previous ballots to review the reason why there were so many abstentions.  The abstentions were not analyzed.  Randy Jones stated that he objected to analyzing the abstentions because people vote differently for different reasons.
The motion failed by a ballot vote of 64.4% in favor and 35.6% opposed.

A motion was made by Jerry Ward and seconded by John Meyer to accept the DaRUC document without the boxed language and the questions at the end of the document.  The motion was approved by a majority voice vote with one opposed and three abstentions.  Representatives from all seven segments were present.

Hour-Ahead RUC Whitepaper
A motion was made by Clayton Greer to approve the Hour-Ahead paper with the cost allocation piece stripped out.  This motion did not receive a second.

A motion was made by Shams Siddiqi and seconded by John Meyer to approve the Hour-Ahead RUC document as submitted with the addition of the following language:  “This is not to be used as a tool to procure Ancillary Services.”  The motion was approved by a unanimous voice vote with one abstention.  Representatives from all seven segments were present.

Real-Time Operations Whitepaper

John Meyer provided a high level summary of the issues addressed by this whitepaper.  This whitepaper will be vote on the week of March 29.
The meeting was adjourned at 3:21 PM.

Approved, March 29, 2004
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