ERCOT Texas Nodal Team

March 31, 2004 Meeting Minutes

Hilton Austin Airport

Attendance:

	True, Roy
	ACES Power Marketing

	Dreyfus, Mark
	Austin Energy

	Doggett, Trip
	Benchmark Power Consulting

	Holligan, Jeffery
	BP

	Crozier, Richard
	Brownsville

	Schwertner, Ray
	BTU

	Jones, Randy
	Calpine

	Pieniazek, Adrian
	CenterPoint Energy

	Lewis, William
	Cirro

	Fournier, Margarita
	Competitive Assets

	Greer, Clayton
	Constellation

	Brown, Jeff
	Coral

	Covington, Rick
	Covington Consulting

	Wilkins, Pat
	Covington Consulting

	Jones, Dan
	CPS

	Werner, Mark
	CPS

	Gray, Weldon
	CVEC

	Maldonado, Eliezer
	Dow Chemical

	Huddleston, Barry
	Dynegy

	Ayres, Noreen
	ERCOT

	Cantara, Jamie
	ERCOT

	Clark, Mary
	ERCOT

	Flores, Isabel
	ERCOT

	Galvin, Jim
	ERCOT

	Gilbertson, Jeff
	ERCOT

	Hart, Charlyn
	ERCOT

	Mickey, Joel
	ERCOT 

	Moseley, Cheryl
	ERCOT

	Ragsdale, Kenneth
	ERCOT

	Wagner, Marguerite
	ERCOT

	Ashley, Kristy
	Exelon

	Jackson, Jeremy
	First Choice Power

	Moss, Steven
	First Choice Power

	Garza, Beth
	FPL Energy

	Ramon, Greg
	Frontera

	Bailey, Dan
	Garland

	Sherman, Fred
	Garland

	Anderson, Valerie
	GDS Associates

	Eaton, Terri
	Green Mountain

	Oney, Tom
	Hunton & Williams 

	Atanacio, Manuel
	KEMA

	Shankar, Rajagopalan
	KEMA

	Belk, Brad
	LCRA

	Morris, Sandra
	LCRA

	Siddiqi, Shams
	LCRA

	Wittmeyer, Bob
	Longhorn Power

	Stockstill, Dottie
	Mirant

	Ögelman, Kenan
	OPC

	Edwards, JM
	PR&E (Oxy)

	Brandt, Adrianne
	PUCT

	Claiborn-Pinto, Shawnee
	PUCT

	Greffe, Richard
	PUCT

	Hurlbut, David
	PUCT

	Lopez, Nieves
	PUCT

	Schubert, Eric
	PUCT

	Gresham, Kevin
	Reliant Energy

	Harris, Brenda
	Reliant Energy

	Meyer, John
	Reliant Energy

	Trefny, Floyd
	Reliant Energy

	Shumate, Walt
	Shumate & Associates

	Cox, Brad
	Tenaska

	Cuddy, Vikki
	The Structure Group

	Potts, David
	The Structure Group

	Oldham, Phillip
	TIEC

	Bell, Wendell
	TPPA

	Seymour, Cesar
	Tractebel

	Jones, Liz
	TXU Business Services

	Flowers, B.J.
	TXU Energy

	Gurley, Larry
	TXU Energy

	Jones, Brad
	TXU Energy

	Rainey, John
	TXU Energy

	Ward, Jerry
	TXU Energy

	Johnson, Kurt
	Victoria Electric

	Reid, Walter
	Walter J. Reid Consulting


Participating via the web cast:

	Chandler, Don
	CenterPoint Energy

	Day, Smith
	Direct Energy

	Weiguo, Yang
	Dynegy

	Dautel, Pamela
	ERCOT

	Madden, Steve
	Oxy

	Adib, Parviz
	PUCT

	Rogas, Keith
	PUCT

	Troell, Mike
	STEC

	Wood, Henry
	STEC/MEC

	Comstock, Read
	Strategic Energy


The meeting was called to order at 8:31AM by Trip Doggett.

Doggett noted the Antitrust Admonition for the group to read and reminded the group that he has copies of the Antitrust Guidelines available for anyone who has not received a copy.  Doggett reviewed the agenda for today’s meeting.  

Intermittent Renewable Resources Whitepaper

Discussed and revised the proposed whitepaper language.  

Walter Reid stated that ERCOT is to flesh out how constraint limits for the McCamey area Intermittent Renewable Resources (IRR) production are calculated and include the details of the calculation in the Protocols.

Protocols Update by Cheryl Moseley

Moseley provided a timeline for the drafting of the new protocols and a list of the Protocols sections that will be revised and sections that will require minimum, if any, revisions. 

Meetings have been scheduled for April 19, 21, 26 & 27 with the concept groups to discuss issues that may be identified when the technical writers are drafting the new set of Protocols.

June 4, 2004 has been targeted for an end to end draft to be provided to the Stakeholders.

Floyd Trefny stated that internal training documents refer to the existing Protocols layout and if the current Protocols are not redlined, the Market Participants will need more time to review the comprehensive re-draft.

Moseley stated that it is important to lock down the Protocols in order to initiate the system build.  Jerry Ward stated that he agreed that a lock down was necessary but also expressed support for redlining the existing Protocols instead of a comprehensive re-write.

Mark Dreyfus and Barry Huddleston stated that they supported the outline provided by Moseley as presented.

Walter Reid suggested taking the existing Protocols and reshuffling into the new format provided by Moseley then redlining.  Reid stated that in the long-term the proposed outline made more sense.  Trefny stated that he believed that the existing Protocols could be redlined prior to moving into the new format.  Trefny expressed concern that what appeared to be minor language could be inadvertently revised causing a change in the meaning of the language.

Doggett stated that he would re-issue the April 5, 2004 TNT General Session agenda and notice “Protocols Structure” for a vote.  The Protocols proposals to be considered are:

· Moseley’s proposed new outline

· Redlining the existing Protocols [proposal to be provided by Ward and Trefny]

Intermittent Renewable Resources Whitepaper - continued
Continued discussion and revised the proposed whitepaper language.  

A motion was made by John Edwards and seconded by Beth Garza to accept and approve the Intermittent Renewable Resources whitepaper as modified now [at the March 31, 2004 TNT General Session].  The motion was approved by a ballot vote of 84.9% in favor and 15.1% opposed.

Cost Benefit Concept Group Update by Rick Covington

Covington stated that the CBCG last met on March 26 and it was the first meeting with the cost benefit consultant from Tabors, Caramanis and Associates, Ellen Wolfe.  Issues discussed:

· Change Cases, Process and Timeline, Assumptions and Backcasting

· Use of backcast to compare projected results from the CB model for 2003 to actual 2003 data.   The backcast is to identify differences in dispatch adders and costs.

· Backcasting requires additional work, but TCA has tentatively agreed to do limited backcast as a change case

· In addition to the Backcast scenario the actual market design cases will be limited to three scenarios:

1.
Texas Nodal

2.
Replicator Change Case

3.
Zonal Change Case

· Cost Benefit study key dates:

· April 13th - Freezing of Core Data  for CB Study

· April 20th -  Draft assumptions from TCA to CBCG

· April 22nd - CBCG review of assumptions

· April 26th _ Present any contested assumptions to TNT

· May 4th – Potential additional CBCG meeting

· May 7th  - Assumptions froze

John Rainey requested that the draft assumptions be provided by close of business on April 19 in order to allow for review time since the group will be meeting on April 21 to discuss Protocols issues.

A motion was made by Randy Jones and seconded by Bob Helton to make the “Backcast” the final change case.  A friendly amendment was made by Clayton Greer to state that the Backcast would be “one of the four change cases.”  The friendly amendment was accepted by Jones and Helton.  Barry Huddleston made a friendly amendment to state that the “Commission requested Backcast be approved in lieu of one of the four change cases.” The friendly amendment was accepted by Jones and Helton.  The motion was approved by a ballot vote of 100% in favor.

Replication Change Case Update – by Cesar Seymour

· The Replication Change Case Working Group met on March 30.

· Will continue to work on the specifics of the change case.

· The working documents have been emailed to the TNT exploder.

· The Working Group will review any comments submitted.

Zonal Change Case Update

The following language was provided by ERCOT legal staff, Mark Walker as language to be included when filing the Zonal Change Case at the PUCT:

“ERCOT shall file the modified zonal change case with the Commission in a manner that is consistent with compliance with the PUCT Substantive Rule 25.501.”

Barry Huddleston stated that the concern was that the change case represented a market structure that complies with the Commission directive; a definitive determination cannot be made about this.   Further Huddleston stated that he did not think that anything had to be filed related because the Commission will evaluate whether the change cases comply with the Commission Rule.  

Minutes – March 30, 2004 

A motion was made by William Lewis and seconded by Roy True to approve the March 30, 2004 as submitted.  Keith Rogas stated that he had revisions to the language under: Issue: 1.c.ii. Time frame of applicability, Option 1; the motion was revised:

A motion was made by William Lewis and seconded by Roy True to approve the March 30, 2004 minutes as revised.  The motion was approved by a unanimous voice vote.

Zonal Change Case - continued
Covington reviewed two options:  Option A, Nodal Light and Option B, Improved Zonal.  Covington stated that the Nodal Light change case evaluates takes into account how much of the existing ERCOT systems can be used.  Covington stated that the preference of Denton, Garland and Greenville was for the Nodal Light option because it took into account efficiencies of the existing system.  

Dan Jones questioned why the zones used in the Nodal Light change case differed from the zone language accepted by TNT.

A motion was made by Randy Jones and seconded by Kristy Ashley to accept option A, Nodal Light as a change case.  A friendly amendment was offered by Dan Jones to change the zones from “2004 zones stable for at least three years” to the zones adopted by TNT.”  Phillip Oldham objected to the friendly amendment.

A motion was made by Dan Jones and seconded by Mark Dreyfus to amend the motion to accept option A, Nodal Light, as one of the change cases, by including revised language stating “the zones adopted by TNT”.  The motion was approved by a ballot vote of 75.7% in favor and 24.3% opposed.

Revised motion:

A motion was made to accept option A, Nodal Light as a change case as revised by the amended motion to include the language “the zones adopted by TNT.”  The motion was approved by a ballot vote of 93.7% in favor and 6.3% opposed.

Market Mitigation – Real-Time Mitigation Issues

Kenan Ögelman requested that the group review and discuss the Day-Ahead RUC language that was approved on Monday, March 29, 2004.  Ögelman stated that he believed that the language approved by TNT precludes the options for the Real-Time Mitigation issues that are currently pending.

In particular, discussion on the impact of the requirement for 25% adder above the energy offer caps to incentivize resource self-commitment on mitigation cap decisions was the primary reason to reconsider the motion approved by TNT on Day-Ahead RUC.

A motion was made by Kenan Ögelman and seconded by Eli Maldonado to reconsider the motion approved by TNT on March 29, 2004 that states:

“Motion accept option 2 with 2 caveats: one, ERCOT will calculate and monitor the cost of local congestion for unit commitment based on unconstrained vs. constrained unit commitment of the units involved; second caveat, the incentive will be designed into the mitigation for non-competitive units that will be at least 25% above the energy offer caps used to calculate make whole payments to incentivize self-commitment.  And change the multiplier to 6.”

A motion was made by John Edwards and seconded by Kenan Ögelman to call the question.  The motion was approved by a unanimous voice vote.  Representatives from all seven segments were present.

Vote on the Motion to Reconsider:

The motion failed by a ballot vote of 60.6% in favor and 39.4% opposed.

Overview of Real-Time Mitigation Proposals

Brenda Harris provided a presentation on Reliant Energy’s System Surrogate proposal.  Jeff Holligan asked if the proposed method is being used anywhere else.  Meyer stated that it is not, it has however, been proposed in other markets.  William Lewis stated that this was an expensive proposition. 

Shams Siddiqi provided a presentation on the Offer Cap Proposal, which uses a heat rate of 16,000.  Kevin Gresham asked where the 16,000 heat rate came from.  Siddiqi stated that it did not come from anywhere.  Jeff Holligan asked if this method was used anywhere.  Siddiqi stated that it is not.

Jim Galvin provided an overview of the Cost Plus proposal.

A motion was made by Cesar Seymour and seconded by William Lewis to table the vote on Real-Time Market Mitigation procedures until Thursday, April 1.  The motion failed by a ballot vote of 62.9% in favor and 37.1% opposed.

A motion was made by Kenan Ögelman and seconded by Terri Eaton to accept the Administrative Offer Cap method.  The motion failed by a ballot vote of 64.3% in favor and 35.7% opposed.

PUCT Staff was asked which of the methods proposed they favored.  David Hurlbut stated that of the three proposals, the System Surrogate proposal gave Staff the most heartburn.  Staff stated that 18,000 heat rate was too much recovery.  Meyer asked what level Staff was comfortable with.  Schubert stated that he could not tell but 18,000 was too high.

A motion was made by John Meyer and seconded by Randy Jones to accept the System Surrogate method as amended by the suggested changes to include a run time for the surrogate unit to be determined and that the surrogate unit be 10MW or greater gas unit.  The motion failed by a ballot vote of 37.3% in favor and 62.7% opposed.

A motion was made by Shams Siddiqi and seconded by Terri Eaton to accept the greater of the fixed Heat Rate option with a 14.5 HR or verifiable cost plus 15% and with a minimum two year notice to change any of the parameters of this option.  This will eliminate the 25% adder in the DaRUC whitepaper.  
John Meyer questioned whether it was appropriate to have the last phrase in the motion that states “this will eliminate the 25% adder in the DaRUC whitepaper” because he felt this had been voted down in the motion to reconsider.  Doggett stated that it was okay because the motion on the table was not a motion to reconsider as the previous motion taken.  

Meyer stated that he did not understand what verifiable costs were being considered.  Siddiqi stated that the costs were outlined in the Market Mitigation whitepaper.  The motion refers to the original paper with the heat rate parameters being revised.  

Meyer asked if the PUCT brings this up as an issue will those voting in favor of the motion be supporting the position that they voted for at the Commission.

The motion was approved by a ballot vote of 67.2% in favor and 32.8% opposed.

Jim Galvin stated that the Market Mitigation Concept Group had a few more items within the Whitepaper to finish at future meetings which included the Competitive Test, CRR deration and Real Time Operations parameters.  There is a MMCG meeting on April 7th at the Hilton, with the likelihood of additional meetings to follow with the intent of delivering a final paper to TNT by the General Session meeting on April 26.

The meeting was adjourned by Doggett at 4:50 PM.

Approved:  1 April 2004
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