APPROVED
Minutes of the Special Technical Advisory Committee (TAC) Meeting

ERCOT Austin – 7620 Metro Center Drive – Austin, Texas 78744

Thursday, June 20, 2012 – 9:30 a.m.
Attendance
Members:

	Bevill, Jennifer
	AEPSC
	Alt. Rep. for R. Ross

	Bivens, Danny
	OPUC
	

	Boyd, Phillip
	City of Lewisville
	

	Brandt, Adrianne
	Austin Energy
	

	Burke, Allan
	TNMP
	

	Cochran, Seth
	DC Energy
	

	Comstock, Read
	Direct Energy
	

	Downey, Marty
	TriEagle Energy
	

	Greer, Clayton
	JP Morgan
	Via Teleconference

	Helton, Bob
	GDF Suez
	

	Jones, Brad
	Luminant
	

	Kiser, Don
	LCRA
	Alt. Rep. for S. Nelson

	Minnix, Kyle
	Brazos Electric Power Cooperative
	

	Ögelman, Kenan
	CPS Energy
	

	Pieniazek, Adrian
	NRG Texas
	

	Smith, Bill
	Air Liquide
	

	Wittmeyer, Bob
	Consumer – Residential 
	

	Walker, DeAnn
	CenterPoint Energy
	Alt. Rep. for J. Houston


The following proxies were assigned:

· Chris Brewster to Bob Wittmeyer

· Allan Burke to Brad Jones
· Keith Emery to Seth Cochran

· Clayton Greer to Seth Cochran

· Mike Grimes to Bob Helton

· David Grubbs to Kenan Ögelman

· Bill Hellinghausen to Seth Cochran

· William Lewis to Marty Downey

· John Sims to Kyle Minnix

· Mark Soutter to Bob Helton

· Henry Wood to Kyle Minnix

· Mark Zimmerman to Bill Smith

· Marcie Zlotnik to Read Comstock

Guests:

	Black, Julie
	PUCT
	

	Goff, Eric
	Reliant
	

	Jones, Dan
	Potomac Economics
	

	Jones, Liz
	Oncor
	

	Jones, Randy
	Calpine
	Via Teleconference

	Priestley, Vanus
	Macquarie
	

	Wagner, Marguerite
	EMMT
	


ERCOT Staff:

	Albracht, Brittney
	
	

	Dumas, John
	
	

	Hobbs, Kristi
	
	

	Levine, Jon
	
	


Unless otherwise indicated, all Market Segments were present for a vote.
2012 TAC Chair Kenan Ögelman called the June 20, 2012 Special TAC meeting to order at 1:03 p.m. 
Antitrust Admonition
Mr. Ögelman directed attention to the Antitrust Admonition, which was displayed.  A copy of the Antitrust Guidelines was available for review. 
Update on Public Utility Commission of Texas (PUCT) Request for Stakeholder Input on the Power Balance Penalty Curve

Mr. Ögelman noted that the Special TAC meeting was called to recommend modifications to the Power Balance Penalty Curve should the PUCT increase the System-Wide Offer Cap (SWCAP) to $4,500 per MW per hour.  
Wholesale Market Subcommittee (WMS) Recommendation – Power Balance Penalty Curve (see Key Documents) 
 
Eric Goff reported that WMS considered a number of motions, and that the successful motion was in support of modifying the Power Balance Penalty Curve according to the TIEC-CPS proposal as revised by WMS.  Bob Wittmeyer expressed concern that the WMS recommended a six point curve, and that the previous curve utilized 10 points.  Mr. Goff noted that there was not discussion per se regarding the number of points, but that having the first set of MWs at the same price might provide benefit regarding Quick Start Generation Resource issues.  
Brad Jones presented Luminant Energy analysis of the TIEC-CPS proposal, the WMS recommendation, and the recommendation provided by Chairman Donna Nelson.  Mr. B. Jones expressed concern for the possibility of creating a negative impact to the Peaker Net Margin (PNM).  Market Participants discussed differences among the several proposals for modifying the Power Balance Penalty Curve; the possibility of unintended consequences posed by proposals; and impacts of a SWCAP of $9,000 versus $4,500 or some other amount.  Seth Cochran expressed concern for any initiative that would remove revenues from the market, further impacting pricing signals and compounding Resource Adequacy issues.  Mr. Wittmeyer noted that should the SWCAP be increased to $9,000, any eventual TAC recommendation regarding the Power Balance Penalty Curve would need to be reviewed.
Bill Smith moved to recommend the TIEC-CPS proposal for the Power Balance Penalty Curve.  Danny Bivens seconded the motion.  Market Participants discussed that the motion referred to the TIEC-CPS proposal as submitted, and not as modified by WMS.  Mr. Ögelman reminded Market Participants that TAC is responding to the PUCT as to how the Power Balance Penalty Curve might be modified, should the PUCT determine to increase the SWCAP, and that the corresponding Other Binding Document, Setting the Shadow Price Caps and Power Balance Penalties in Security Constrained Economic Dispatch, would be modified after the PUCT has considered the TAC recommendation.  

Mr. B. Smith and Mr. Bivens clarified the motion to recommend modification of the Power Balance Penalty Curve according to the TIEC-CPS proposal, in the eventuality that the SWCAP is increased to $4,500 per MW per hour, and to recommend modification the corresponding Other Binding Document, Setting the Shadow Price Caps and Power Balance Penalties in Security Constrained Economic Dispatch, at a later time, to be consistent with a successful recommendation.
Market Participants discussed the current PNM calculation; efficient pricing; impacts to revenues and incenting new generation; and whether conditions are being approached wherein Load is unwilling to curtail.  It was noted that there is a price at which Load is willing to curtail, and that the curtailment in itself could cause price reversal.  Randy Jones offered that the Power Balance Penalty Curve is fundamentally a signal sent to both supply and demand sides, and that Market Participants should support the curve that purchases forward reliability.  Speaking on behalf of CPS, Mr. Ögelman noted that his organization believes that its recommendation leads to a more efficient market; that it is not efficient to have false high prices that bring new generation; that the Power Balance Penalty Curve needs to work with all types of resources, rather than only certain types of resources; and that the market needs the right price signals to attract the right kind of investment.  
The motion failed via roll call vote, with 15 objections from the Independent Generator (4), Independent Power Marketer (IPM) (4), Independent Retail Electric Provider (IREP) (4), and Investor Owned Utility (3) Market Segments.  (Please see ballot posted with Key Documents.)
Bob Helton moved to recommend modification of the Power Balance Penalty Curve as proposed in Chairman Donna Nelson’s April 12, 2012 memo.  Mr. B. Jones seconded the motion.  Mr. Wittmeyer expressed concern that the curve sends no signal.  The motion failed via roll call with 15 objections from the Consumer (6), Cooperative (4), IREP (2), and Municipal (3), Market Segments, and one abstention from the IOU Market Segment. (Please see ballot posted with Key Documents.)
Mr. Wittmeyer moved to recommend modification of the Power Balance Penalty Curve as proposed by WMS.  Mr. Ögelman seconded the motion.   Mr. Wittmeyer reiterated his concern for a lack of pricing signal, and opined that the curve should utilize closer to ten points.  Kyle Minnix proposed amending the motion to recommend altering the first five Price/MWh steps to $425, $450, $475, $500 and $525.  Mr. Wittmeyer and Mr. Ögelman accepted Mr. Minnix’s amendment.  Mr. Cochran proposed amending the motion to alter the final Price/MWh to $4501.  Mr. Cochran offered that the extra dollar would provide transparency and differentiate between the top of the Power Balance Penalty Curve and a market offer.  Mr. Wittmeyer and Mr. Ögelman accepted Mr. Cochran’s amendment.  The motion failed via roll call vote, with 15 objections from the IOU (3), Independent Generator (4), IREP (4), IPM (4) Market Segments.  (Please see ballot posted with Key Documents.)
Mr. Ögelman noted that should TAC not reach consensus, he would report to the PUCT that TAC was not able to resolve the question, and rather than a recommendation, he would provide the PUCT the day’s recorded votes.  Mr. Ögelman opined that it would be incumbent upon individual Market Participants to communicate their concerns regarding a Power Balance Penalty Curve that ends at $3,001 with a SWCAP of $4,500.  After a brief recess, Market Participants reviewed additional proposals. 
Read Comstock moved to recommend modification of the Power Balance Penalty Curve as follows:

MWh Violation 
Price/MWh
<5


$250

5 < to ≤ 10

$300

10 < to ≤ 20

$400

20 < to ≤ 30

$500

30 < to ≤ 40

$1,000

40 < to ≤ 50

$2,250 

50 < to ≤ 100

$3,000

100 < to ≤ 150

$3,500

150 < to ≤ 200

$4,000

200 or more

$4,501
Adrian Pieniazek seconded the motion.  Market Participants discussed the proposed modifications in contrast to modifications proposed by Garland Power and Light and others; that the modifications proposed by the motion offer additional price transparency at the top, and is lengthened, allowing Load to respond; and how to balance incenting both Demand Response and new generation.  The motion carried with nine objections from the Consumer (2), Cooperative (4), and Municipal (3) Market Segments.  (Please see ballot posted with Key Documents.)
Adjournment
Mr. Ögelman adjourned the June 20, 2012 Special TAC meeting at 3:12 p.m.
� � Key Documents referenced in these minutes may be accessed on the ERCOT website at:


� HYPERLINK "http://www.ercot.com/calendar/2012/06/20120620-TAC" �http://www.ercot.com/calendar/2012/06/20120620-TAC� 
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