ERCOT Texas Nodal Team

May 10, 2004 Meeting Minutes

ERCOT Austin Office

Attendance:

	True, Roy
	ACES Power Marketing

	Helton, Bob
	ANP

	Dreyfus, Mark
	Austin Energy

	Doggett, Trip
	Benchmark Power Consulting

	Holligan, Jeffery
	BP

	Crozier, Richard
	Brownsville

	Schwertner, Ray
	BTU

	Jones, Randy
	Calpine

	Carroll, Marianne
	Carroll, Gross

	Chandler, Don
	CenterPoint Energy

	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

	Huddleston, Barry
	Dynegy

	Ayres, Noreen
	ERCOT

	Cantara, Jamie
	ERCOT

	Day, Betty
	ERCOT

	Flores, Isabel
	ERCOT

	Galvin, Jim
	ERCOT

	Hart, Charlyn
	ERCOT

	Mickey, Joel
	ERCOT

	Moseley, Cheryl
	ERCOT

	Ragsdale, Kenneth
	ERCOT

	Wagner, Marguerite
	ERCOT

	Ashley, Kristy
	Exelon

	Jackson, Jeremy
	First Choice Power

	Garza, Beth
	FPL Energy

	Anderson, Valerie
	GDS Associates

	Galiunas, Al
	KEMA

	Belk, Brad
	LCRA

	Siddiqi, Shams
	LCRA

	Zoromsky, Steve
	LCRA

	Wittmeyer, Bob
	Longhorn Power

	Stockstill, Dottie
	Mirant

	Ögelman, Kenan
	OPC

	Madden, Steve
	Oxy

	Adib, Parviz
	PUCT

	Greffe, Richard
	PUCT

	Hurlbut, David
	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

	Lozano, Rafael
	Texas Ind Energy

	Stephenson, Randa
	Texas Ind Energy

	Cuddy, Vikki
	The Structure Group

	Donoghue, Sean
	The Structure Group

	Krajecki, Jim
	The Structure Group

	Oldham, Phillip
	TIEC

	Seymour, Cesar
	Tractebel

	Jones, Liz
	TXU Business Services

	Flowers, B.J.
	TXU Energy

	Gurley, Larry
	TXU Energy

	Ward, Jerry
	TXU Energy

	Reid, Walter
	Walter J. Reid Consulting


Participating via the web cast:

	Moss, Steven
	First Choice Power

	Atanacio, Manuel
	KEMA

	Troell, Mike
	STEC

	Wood, Henry
	STEC/MEC


The meeting was called to order at 9:30AM 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; the following items will be covered:

· Market Operations Concept Group Documents (possible votes)

· Fidelity Requirements for Transmission Planning Models

· Telemetry Addendum to Fidelity Requirements

· Emergency Operations

· Performance Monitoring

· System Migration Principles

· Market Mitigation Document (possible votes)

· Congestion Management Concepts (possible votes)

· Settlement Formula approval during Protocol Review (possible vote)

· Replication Change Case Update (possible vote)

· Update on Comparison of Texas Nodal to other Markets
   

· New Business

Minutes – April 26, 2004
A motion was made by Brad Belk and seconded by Randy Jones to approve the April 26, 2004 minutes as submitted.  The motion was approved by a unanimous voice vote.

Doggett notified the group of upcoming meetings and identified issues to be addressed during these meetings:

TNT – General Sessions

· NEW* May 26 @ Hilton
0930 - 1530

· June 7 @ Met


0930 - 1530 

· June 28 @ Met


0930 – 1530

· Protocols - July 6 @  Met
0930 - 1700

Concept Group Meetings

· Rescheduled* June 2 – Cost Benefit 

· July 9 – Cost Benefit

· July 22 - Cost Benefit

· August 26 - Cost Benefit

· September 7 - Cost Benefit

Concept Group Updates
Cost Benefit Concept Group Update – Rick Covington

Covington reported the following accomplishments for CBCG:
· Finalized the assumptions to be included in the cost benefit study (Assumptions and Fuel memo’s)

· Resolved with TCA having received needed data or being in the process of fine tuning core data based on identified resources

· One outstanding issue is additional information is needed to appropriately address DFW environmental issues

· TCA was asked to go back and obtain assistance from some party with detailed knowledge of Texas environmental issues, particularly as they relate to the DFW area 

· TCA indicated they planned on using only LMPs to determine the location for new generation beyond known projects

· Manuel Atanacio with KEMA made a presentation on the Implementation Impacts Assessment (IIA)

Update on Change Cases used in the study:

· There have been some changes in the Replication Change Case as a result of comments received during the last TNT General Session meeting

· The Replication Change Case Group will present a summary of the reasons for the changes and how the new Replication Change Case differs from the previous version as well  as the more important differences between it and the TN case 
Next meeting:
June 2

Congestion Management Concept Group – Marguerite Wagner
· Met Jointly with Mitigation

· Discussed Mitigation Options

· Further Work on CRR paper will occur after decision from Mitigation group

· Key Dependencies With Mitigation Option 3: CRR Balancing Account (BA) goes away, with Other Mitigation Options, BA stays and we need to choose between Option 1 & Option 2 in the CRR paper

Market Operations Concept Group – Joel Mickey
Mickey introduced the documents discussed by the MOCG and brought to TNT for approval.
Fidelity Requirements Transmission Element Modeling in Planning System
A motion was made by Clayton Greer and seconded by Jerry Ward to approve the document as submitted.  The motion was approved by a unanimous voice vote.  Representatives from all seven segments were present.

Telemetry Whitepaper Addendum

The group discussed and made minor revisions.

A motion was made by Adrian Pieniazek and seconded by Randy Jones to approve the Telemetry Whitepaper Addendum as modified.  The motion was approved by a majority voice vote with one opposed by MEC (Henry Wood).  Representatives from all seven segments were present.

Emergency Operations Whitepaper
The group discussed the options provided under Issue 1 and added option C:
Issue 1: Should commitments of Resources by HaRUC during EECP events to (a) eliminate the claw-back provision or (b) have the same claw-back as in HaRUC?

Option A: 

Compensation for Resources that ERCOT commits on line due to a supply-related Emergency will be according to the settlement provisions of HaRUC for unit commitments except that the claw-back provision will be eliminated.

Option B:  

Keep the same claw-back provision as HaRUC.

Option C:

Compensation for Resources that ERCOT commits on line due to a supply-related Emergency will be according to the settlement provisions of HaRUC for unit commitments except that the claw-back provision will be fifty percent for non-bidding Resources and zero for Resources with bids.  The Software systems will allow the percentages to be changed if approved via a PRR.

A motion was made by Randy Jones and seconded by John Meyer to approve the whitepaper as modified to include Option C.  The motion was approved by a unanimous voice vote with abstentions from STEC (M. Troell) and CPS-San Antonio (D. Jones).  Representatives from all seven segments were present.

Performance Monitoring

The group discussed and revised the document Purpose as follows:  “This is a list of items that need to be measured and may need further refinement by either TAC or during the Protocols drafting process”.

A motion was made by John Meyer and seconded by Jerry Ward to approve the Performance Monitoring Whitepaper as amended.  The motion was approved by unanimous voice vote with abstentions from FPL (B. Garza), BTU (R. Schwertner) and CPS-San Antonio (D. Jones).  Representatives from all seven segments were present.

Systems Migration Principles Whitepaper
The group discussed and revised.  Clarification was requested regarding the testing period that is required by the whitepaper.  Kevin Gresham stated that the testing period is required to give the market confidence in the State Estimator’s developing of the LMPs.
A motion was made by Randy Jones and seconded by John Meyer to approve the Systems Migration Principles Whitepaper as amended during the TNT May 10, 2004 General Session.  The motion was approved by a unanimous voice vote with abstentions from Constellation (C. Greer) and CPS-San Antonio (D. Jones).  Representatives from all seven segments were present.

Market Mitigation Concept Group – Jim Galvin

Galvin introduced discussion of the Market Mitigation Whitepaper and identified the issues within the document that required a decision by TNT.

Offer Floor Levels
Option 1:  Propose keeping the functionality to have Resource-specific Offer Floors for the system software design and make the generic floor -$1000/MWh.
Option 2: Propose a -$75.00/MWh floor for Renewable and Nuclear Resources and -$30.00/MWh for all other Resources. 
A motion was made by Dan Jones and seconded by Steve Madden to approve Option 1 for Floor Prices (Section 4.1 of the document).  The motion failed by a ballot vote of 40.5% in favor and 59.5% opposed.
A motion was made by Dan Bailey and seconded by William Lewis to approve Option 2 for Floor Prices.  Beth Garza made a friendly amendment to the motion to revise the price for Renewables to -$100.  The friendly amendment was accepted.  The motion failed by a ballot vote of 50% in favor and 50% opposed.

A motion was made by Kenan Ögelman and seconded by Henry Wood to approve Option 1 with a floor price of -$250.00.  The motion was approved by a ballot vote of 100% in favor.
Competitive Solution Method (CSM) Presentation by David Hurlbut
Hurlbut identified the following as goals for CSM:

· Mitigate the disruption caused by hockey stick pricing

· Prevent price gouging during system emergencies

· Allow legitimate scarcity pricing

Applicability:
· Real-time energy market

· E-HDAM

· Ancillary service capacity market

System-wide Mitigation Cap
A motion was made by Kenan Ögelman and seconded by Steve Madden to approve Option 3, CSM as proposed by the PUCT Staff – MOD.

Discussion:
Dan Bailey asked if the motion could be modified to allow the CSM parameters to be adjusted after being studied.
John Meyer stated that he would withdraw Option 4, he did not support this option and its only attempt was to correct CSM by:

1)
Applying only during scarcity; and 

2)
Looking at the price when loads increase. 

Dan Bailey made a friendly amendment to add Option 4 to the motion on the floor.  The motion was not amended and the original motion voted on.
The motion failed by a ballot vote of 20.7% in favor and 79.3% opposed.

Real-Time Mitigation
A motion was made by Clayton Greer and seconded by Kenan Ögelman to approve Option 3, the Cost Plus proposal.  The motion failed by a ballot vote of 51.7% in favor and 48.3 % opposed.  

A motion was made by Clayton Greer and seconded by Pat Wilkins to apply the Cost Plus a percentage dependent on the capacity factor to the DFW area and the greater of 14.5 HR or verifiable costs plus 15% to the rest of the ERCOT region.  This motion deletes the 25% adder in the DaRUC whitepaper.
Bob Helton asked how the DFW area was defined.  Greer stated that anything connected to the 138/69KV system would be included in the DFW area.  Dan Bailey asked if there was a sunset provision for this proposal.  Greer stated that there was no date proposed.

Shams Siddiqi offered a friendly amendment of the “lower of” and applying the existing units not new units.  The friendly amendment was not accepted.

The motion failed by a ballot vote of 37.1% in favor and 62.9% opposed.

A motion was made by Jeff Brown and seconded by Randy Jones to accept the greater of the fixed Heat Rate option with a 14.5 HR or verifiable costs plus 15% and with a minimum 2-year notice to change any of the parameters of this option.  This will eliminate the 25% adder in the DaRUC whitepaper.  The motion failed by a ballot vote of 64.5% in favor and 35.5% opposed.
A motion was made by Dan Bailey and seconded by William Lewis to remove the System Surrogate option from the Real-Time Mitigation section of the Market Mitigation Whitepaper.  

A friendly amendment was offered by Kenan Ögelman to remove the 25% adder from the DaRUC Whitepaper.  The friendly amendment was not accepted.  

The motion failed by a ballot vote of 64.3% in favor and 35.7% opposed.

Real-Time Oversold CRRs
A motion was made by Kenan Ögelman and seconded by Brad Belk to adopt Option 1 for mitigation of oversold CRRs in Real-Time.  The motion failed by a ballot vote of 61.9% in favor and 38.1% opposed.
A motion was made by Clayton Greer and seconded by Adrian Pieniazek to adopt Option 3 for mitigation of oversold CRRs in Real-Time.  The motion failed by a ballot vote of 59% in favor and 41% opposed.

A motion was made by Larry Gurley and seconded by Bob Wittmeyer to adopt Option 2 for mitigation of oversold CRRs in Real-time.  The motion failed by a ballot vote of 9.5% in favor and 90.5% opposed.
System-wide Mitigation
A motion was made by Larry Gurley that TNT supports the elimination of or protection from hockey stick bids and requires the Market Mitigation Concept Group develop the mitigation procedures.  This motion did not receive a second.  Gurley withdrew the motion.

Offer Pricing for Resources with Output Schedules and Incomplete Offer Curves
The group discussed 5-minute intervals using Incremental Energy Offer.  John Meyer stated that Inc and Dec Energy Offers refer to virtual bids and there are not virtual bids in Real-Time.
A motion was made by John Meyer and seconded by Larry Gurley to reject the paragraph in the Market Mitigation whitepaper titled "Offer Pricing for Resources with Output Schedules and Incomplete Offer Curves."

The motion was withdrawn by Meyer and Gurley.

The group revised the language under the paragraph titled "Offer Pricing for Resources with Output Schedules and Incomplete Offer Curves."

A motion was made by Brenda Harris and seconded by Larry Gurley to accept the revisions made to the paragraph in the Market Mitigation whitepaper titled "Offer Pricing for Resources with Output Schedules and Incomplete Offer Curves."  The motion was approved by a ballot vote of 69% in favor and 31% opposed.
Enhanced-Hybrid Day-ahead Market Mitigation
Option 1:  Energy offer curves are not mitigated in E-HDAM

Option 2:  Energy offer curves are mitigated to the System-wide Mitigated Offer Cap in the E-HDAM if the market fails a two-part competitive sufficiency test.  In the quantity test, ERCOT shall simulate the market by adding a dummy virtual bid and relaxing all constraints, etc.

A motion was made by Larry Gurley and seconded by Adrian Pieniazek to adopt Option 1.  The ballot was approved by a ballot vote of 100% in favor.

CRR Mitigation in E-HDAM
A motion was made by Dan Jones and seconded by Clayton Greer to approve Option 3 for E-HDAM and Real-Time mitigation of oversold CRRs.  The motion failed by a ballot vote of 55.7% in favor and 44.3% opposed.

A motion was made by Shams Siddiqi and seconded by Dan Bailey to approve Option 1 for E-HDAM and Real-Time mitigation of oversold CRRs.  The motion was approved by a ballot vote of 81.3% in favor and 18.7% opposed.

Ancillary Services Mitigation

Option 1:  $1000/MW Ancillary Services capacity offer cap.

Option 2:  (Limited Bid curve slope)

No Market Participant may submit an Offer curve containing prices exceeding $300/MW with a slope that exceeds $15/MW per MW for the portion of the Offer curve priced above $300/MW.  

Option 3: 
Competitive Solution Method (CSM)
A motion was made by Clayton Greer and seconded by Randy Jones to adopt Option 1 for Ancillary Services Mitigation.  The motion failed by a ballot vote of 62.1% in favor and 37.9% opposed.

A motion was made by Pat Wilkins and seconded by Kenan Ögelman to adopt Option 3 for Ancillary Services Mitigation.  The motion failed by a ballot vote of 42.9% in favor and 57.1 % opposed.

Dottie Stockstill stated that the Board would need to be educated on the issues presented in order to be able to vote.

In order to address items that remained unresolved in the Market Mitigation white paper, meetings were scheduled for Wednesday, May 12, 2004 for the Market Mitigation Concept Group and Friday, May 14, 2004 for an emergency TNT General Session. Trip Doggett stated that any unresolved issues after May 10th will go to the Board. Any resolutions or status updates from the May 12th and May 14th meetings will be reported by Doggett. 
CRR Document
Dan Jones discussed the CRR document and identified the revisions that had been made to the document during the Congestion Management Concept Group meetings held on March 18 and April 20.

A motion was made by Brad Belk and seconded by Adrian Pieniazek to adopt the CRR document subject to the decisions pending in the mitigation whitepaper.  (The documents will be synched up during the Protocols writing process.) 

Kenan Ögelman requested clarification on the motion.  Doggett stated that the paper would be approved to go into the Protocols draft and would be modified by the Protocols writers to synch up with the Mitigation white paper.
The motion was approved by a ballot vote of 100% in favor.

Commercial Operations Concept Group – B. J. Flowers
· The Concept Group has worked through suggested modifications from Protocol review process 

· COCG requests that TNT vote to allow that the formulas be placed in the draft Protocols as written:

· Formulas were written according to approved White Papers

· Formulas and Examples have been published multiple times to the TNT exploder (as you review and find issues - please keep those for when we review with the Protocols)

· Formulas will be corrected or modified as we review Protocols 

· Concept Group has reviewed several approaches to variable nomenclature in formulas 

· Vote to give direction to the Protocol Team – 3 different Options
· Option 1 uses plain English - No Variable names to conflict with extracts

· Option 2 uses plain English - Variable names will be added to the table once systems are defined

· Option 3 uses same variable names - Variables same in Protocol and extracts

A motion was made by Larry Gurley and seconded by Brenda Harris to put the Settlements formulas in the draft Protocols and approve at the time of review for the Protocols.  The motion was approved by a unanimous voice vote.  Representatives from six segments were present; representatives from the Independent Generators segment were not present during the vote.

A motion was made by Roy True and seconded by Brad Belk to approve Option 3 for the Settlements formulas.  The motion was approved by a ballot vote of 75% in favor and 25% opposed.
Doggett adjourned the meeting at 5:33 P.M.
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