ERCOT Texas Nodal Team

May 14, 2004 Meeting Minutes

Airport Marriott
Attendance:
	Helton, Bob
	ANP

	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

	Fournier, Margarita
	Competitive Assets

	Greer, Clayton
	Constellation

	Brown, Jeff
	Coral

	Covington, Rick
	Covington Consulting

	Wilkins, Pat
	Covington Consulting

	Jones, Dan
	CPS

	Flores, Isabel
	ERCOT

	Galvin, Jim
	ERCOT

	Mickey, Joel
	ERCOT

	Spells, Vanessa
	ERCOT

	Wagner, Marguerite
	ERCOT

	Jackson, Jeremy
	First Choice Power

	Galiunas, Al
	KEMA

	Belk, Brad
	LCRA

	Siddiqi, Shams
	LCRA

	Wittmeyer, Bob
	Longhorn Power

	Stockstill, Dottie
	Mirant

	Ögelman, Kenan
	OPC

	Gresham, Kevin
	Reliant Energy

	Harris, Brenda
	Reliant Energy

	Meyer, John
	Reliant Energy

	Shumate, Walt
	Shumate & Associates

	Oldham, Phillip
	TIEC

	Seymour, Cesar
	Tractebel

	Jones, Liz
	TXU Business Services

	Gurley, Larry
	TXU Energy

	Ward, Jerry
	TXU Energy


Participating via the web cast:
	Helpert, Billy
	Brazos Electric

	Lewis, William
	Cirro

	Day, Smith
	Direct Energy

	Li, Young
	ERCOT

	Moss, Steven
	First Choice Power

	Ramon, Greg
	Frontera

	Payton, Tom
	Oxy

	Gauldin, Julie
	PUCT

	Hurlbut, David
	PUCT

	Schubert, Eric
	PUCT

	Clemenhagen, Barbara
	Sempra Energy

	Troell, Mike
	STEC

	Wood, Henry
	STEC/MEC

	Stephenson, Randa
	Texas Ind Energy


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 were covered:

· Replication Change Case Update 
· Market Mitigation Document 

· System-wide Mitigation Cap Alternatives

· Ancillary Services Mitigation

· Real-time Mitigation

· CRR Mitigation

Replication Change Case (RCC) Update by Randy Jones

Jones stated that the RCC is being modified in response to constructive criticism expressed at the last TNT General Session and because there is a better understanding of what is allowed as assumptions.
RCC makes sense for ERCOT because it: 

· Has been proven that it works well in other major markets 

· Will save time that can be used to enhance other features of the Market

· Is simple to use with a user-friendly interface

· Has an existing Automated Interface for MP Applications 

· Functions can easily be turned On / Off

· Can be used as the platform for any LMP Model we choose 

· Is modular, therefore other features can be added or deleted as the Market develops 

Market Mitigation Areas for Resolution – Jim Galvin

Galvin initiated the discussion of issues that remained unresolved in the Market Mitigation whitepaper after the May 10, 2004 TNT General Session.  The areas needing resolution are:
· System-wide Mitigation Cap Alternatives

· Ancillary Services Mitigation

· Real-time Mitigation

· CRR Mitigation

John Meyer asked if the reporting of those that bid over $300 will be continued.  David Hurlbut stated yes, unless there is a Protocols change.
Meyer asked if anyone has tried to define “hockey stick”.  Galvin stated no.  Meyer stated that it makes a difference how “hockey stick” is defined.  Mark Dreyfus stated that when “hockey stick” bidding is going on, you know it when you see it and that attempts to define what a “hockey stick” is have been unsatisfactory.  The definition is implicit on how the curve looks.  Meyer withdrew his request for a definition.
System-wide Mitigation Cap Alternatives

The group discussed and modified the language under Option 1 as follows:

Option 1:  The System-wide Offer Cap will be set at $1000/MWh.

 The IMM is directed to monitor for hockey stick bidding (an Offer with extremely low volume at an extremely high, unjustified price), conduct market power screens in the event hockey stick bidding is identified, and refer participants identified with market power and engaging in hockey stick bidding to MOD.  Under this option no further automatic ex ante mitigation of hockey stick bidding will be applied.  IMM will be given the authority to protect the market ex ante from such bidding activities, including, but not limited to, the ability to remove such extreme bids prior to market clearing.

A motion was made by Mark Dreyfus and seconded by Larry Gurley to approve the language as revised for Option 1, System-wide Offer Caps set at $1000/MWh.  The motion was approved by a ballot vote of 78.6% in favor and 21.4% opposed.

Ancillary Services Mitigation

The group discussed and modified the language under Option 1 as follows:

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

The IMM is directed to monitor for hockey stick bidding (an Offer with extremely low volume at an extremely high, unjustified price), conduct market power screens in the event hockey stick bidding is identified, and refer participants identified with market power and engaging in hockey stick bidding to MOD.    IMM will be given the authority to protect the market ex ante from such bidding activities, including, but not limited to, the ability to remove such extreme bids prior to market clearing.

A motion was made by Adrian Pieniazek and seconded by Randy Jones to approve the language as revised for Option 1 under Ancillary Services Mitigation.  The motion was approved by a ballot vote of 78.6% in favor and 21.4% opposed.
Real-Time Mitigation
Discussion on the System Surrogate proposal clarified that the heat-rate range could be 15-16MMBTU.
A motion was made by John Meyer and seconded by Randy Jones to approve the System Surrogate methodology for Real-Time Mitigation.  Meyer amended his motion to state that this methodology applies to units running greater than 80 hours and a minimum of 10MWs.  The motion failed by a ballot vote of 28.6% in favor and 71.4% opposed.

After further discussion by the group:

A motion was made by Kenan Ögelman and second by Clayton Greer to approve the greater of 10.5 MMBTU/MWh x FIP or the Resource's verifiable costs plus a capacity factor adder for Real-Time Mitigation.  A friendly amendment was offered by John Meyer to exempt new generation on-line after January 1, 2004.  New generation will have a heat rate of 14.5 MMBTU/MWh.  This motion eliminates the 25% adder in the DaRUC whitepaper.
Meyer stated that the rationale for his friendly amendment was the existing language was fine for old units but not good for new units that don’t exist and that he doesn’t want to discourage new entrants.  
Jeff Holligan asked if this proposal allowed a reasonable return on capital.  Mark Dreyfus asked why this proposal precludes generators from recovering their costs.  Holligan stated that capital costs were not included in the costs.  Kenan Ögelman stated that capital costs are recovered in this proposal; to say that they are not recovered is not accurate.  Jeff Brown stated that costs are not recovered for a combined cycle.

The motion was approved by a ballot vote of 72.6% in favor and 27.4% opposed.
Oversold CRRs discussion by Dan Jones
Jones explained the differences between Options 1 and 3 for the Oversold CRR issue and discussed the possibility of a reconsideration of the vote taken at the May 10 TNT General Session that approved Option 1.
Jones noted that the following changes would be called for in other TNT papers as a result of the approval of Option 1 for Oversold CRRs:

1. Any ERCOT revenue surpluses associated with Competitive and Non-Competitive constraints will be credited to all QSEs on a load ratio share basis (CMCG Paper). 

2. The need for a CRR Revenue Balancing account will no longer exist (CMCG Paper). 

3. The need for the $Y offer for RT CRRs when the E-HDAM does not solve will no longer exist (E-HDAM paper). 

Approval of the Market Mitigation whitepaper
A motion was made by Shams Siddiqi and seconded by Pat Wilkins to approve the Market Mitigation whitepaper as revised during the May 14 TNT General Session.  The motion was approved by a majority voice vote, with two opposed by Calpine (R. Jones) and Coral (J. Brown) and one abstention by STEC (M. Troell).  Representatives from all seven segments were present.
The group provided the following clarification note to the Protocols writers:
Offers are for energy from suppliers and bids are demand for energy from buyers.
Doggett adjourned the meeting at 1:20 P.M.
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