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MEMO

	Date:
	April 13, 2004

	To:
	Board of Directors

	From:
	Margaret Pemberton

	Subject:

	Appeal of TNT Decision on Real Time Market Mitigation


Issue for the ERCOT Board of Directors

	ERCOT Board of Director Meeting Date:   April 20, 2004 

Agenda Item No.:  6


	Issue:
Clayton Greer of Constellation has presented the following appeal of the TNT decision on Real Time Market Mitigation.

[Electonic mail message received from Clayton Greer, Constellation, on Friday, April 9, 2004.]

I would like to appeal the following vote taken at the Texas Nodal Team meeting on March 31:

Motion 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. Passed 67.2% to 32.8%

I would recommend the Board remand this issue back to TNT for reconsideration based on the negative impacts it will have on the competitive market. I will try to provide a presentation explaining the issue in further detail prior to the Board Meeting.

Thank you. 
Mr. Greer will be provided the opportunity to address the Board at the April 20, 2004 meeting.



	Background/History: 
To address one decision point in the Market Mitigation whitepaper, the TNT voted on March 31 to accept a real time mitigation methodology that includes the following: “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. The motion passed 67.2% to 32.8%.” This mitigated offer cap would be used to place limits on “offer curves” from Resources at non-competitive transmission constraints.   



	Key Factors Influencing Issue: 
Prior to this motion passing, two other motions on real time mitigation methods were made. A motion to accept the “Administrative Offer Cap” method failed 64.3% to 35.7%. A motion to accept the “System Surrogate” method failed 37.3% to 62.7%. 



	Alternatives: 
(1) Grant the appeal of Constellation and remand the issue of real time mitigation methodology in the Market Mitigation white paper to the TNT for further consideration and instructions from the Board; or (2) reject Constellation’s appeal.



	Conclusion/Recommendation: 
ERCOT Staff has no objection to the TNT approved price mitigation method at issue.




Item 6 - Appeal of TNT Decision on Real Time Market Mitigation
1

[image: image1.png]