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NEPOOL COLD SNAP TASK FORCE

STRAW PROPOSAL SUBCOMMITTEE

WORKING GROUP MEETING
APRIL 28, 2004

TIME:
9:30 a.m.
LOCATION:
Pioneer Building, ISO New England Inc, Holyoke, MA

ATTENDEES:

ISO-NE:  Mark Babula, Richard Berryman, Don Gates, Mark Karl, Joe Mercer, Steve Rourke, Theodore Paradise, Don Gates, Amr Ibrahim, Herb Rakebrand (Consultant).

NON-ISO:

Tom Kaslow (Calpine), Mike Petit (Calpine), Gunnar Jorgensen (Select), Stacy Dimou (Duke Energy), Mike Hachey (TransCanada), Tim Morrissey (US Gen –N.E.)

TELECONFERENCE:  None.

MEETING NOTES:
Discussion on Straw Proposal #1:

1) Steve Rourke proceeded with introductions, meeting logistics and outlined the agenda.

2) Joe Mercer outlined the current market timelines with respect to DAM closing and subsequent Resource Adequacy Assessment (RAA) sub-processes.  He detailed the workings of the RSC commitment engine, energy dispatch, reliability-must-run, and 1st and 2nd contingency constraints.

3) Tom Kaslow questioned if the DAM schedule was closer to the RAA physical schedule, could the overall timeline for the RAA process be reduced?  Stacy Dimou questioned what the duration of the RAA timelines were during the Cold Snap.

4) Discussion ensued concerning the lack of load clearing in DAM and subsequent impacts on the fuel procurement capability of generation.

5) Tom Kaslow outlined his draft objective:  “Develop a process that can be employed to coordinate the timing of generation purchases with the requisite purchase of natural gas in extreme winter days, to allow loads to meet their reliability obligations to their retail customers.”

6) Steve Rourke noted that to get the RAA results out by 10:00 AM EST, the whole “process window” needs to be shifted ahead by 12 hours.

7) Gunnar Jorgensen questioned the impact that bilateral contracts may have had upon overall DAM and real-time operations.

8) Tom Kaslow noted that once the RAA process is complete, under Cold Snap conditions, that process needs to be a binding physical and financial commitment by ISO-NE.  He indicated that this was necessary to avoid pipeline imbalance penalties and potentially lost opportunity costs for the gas that might remain unused.

9) Mike Hachey questioned whether any Market Rule changes could actually be implemented by ISO IT, prior to next winter.

10) Stacy Dimou commented on what “Cold Snap” trigger mechanisms are currently available, and noted that resolving the 1st day problem of “unawareness” may still be an issue.  He suggested that any change to market timing should not be implemented by exception, but should probably be implemented during the whole winter period.

11) Mike Hachey commented on how “uncertainty” during the Cold Snap might have driven the over-commitment of the system during the January 15 and 16 timeframe, which may have resulted in unnecessary costs.

12) Stacy Dimou commented on the production of electricity by multiple fuels along with its pricing and trading as an overall “value-added” product.

13) Gunnar Jorgensen suggested that the Cold Snap situation was probably exacerbated by lack of overall peaking capacity within the region, and if more of this type of capacity were installed, Cold Snap problems may be resolved.

14) Steve Rourke outlined the proposed changes to the existing electric market timelines to institute the proposed 12-hour shift advancement.  Discussion ensued about the regional gas-trading day and its timelines for posting first and second future day gas price indices.

15) Don Gates reiterated the operational difficulties experienced by ISO-NE during the Cold Snap.

16) Gunnar Jorgensen reiterated his opposition to changing the existing electric market design with respect to making changes only to address Cold Snap issues, without first assessing the full range of potential impacts on all generating capacity.

17) Amr Ibrahim questioned whether either straw proposal would be invoked by exception and just during Cold Snap periods or if they would be implemented throughout the entire winter period.  Mike Hachey stated that his straw proposals applied only for Cold Snap periods and would be implemented by exception.

18) Joe Mercer questioned whether the ISO could clear the DAM by using the real-time physical load requirements.  Steve Rourke described additional scenarios that made this proposal more problematic.

19) Steve Rourke questioned whether ISO should treat gas-fired units as Limited-Energy-Generators (LEG) during Cold Snap periods.  The scheduling of total daily MWHr quantities may equate to a better transformation of overall fuel requirements into the subsequent initial gas nomination.  Joe Mercer provided examples of how LEG units would be scheduled in DAM and operated in real-time.  Discussion ensued concerning a “Reliability Commitment.”

20) Don Gates provided his viewpoints on the LEG proposal, supplying both pros & cons, along with real-time dispatch options and potential problems with triggering operating reserves for post-contingency recovery.

LUNCH

Continued Discussion on Straw Proposal #1:

21) Steve Rourke outlined what he envisioned the agenda would be for the NEPOOL CSTF meeting on Thursday April 29.  Mike Hachey provided additional clarification.

22) Steve Rourke provided additional scenarios that may require some altered form of the proposed “Reliability Commitment.”  Stacy Dimou offered alternatives, which resembled a form of bidding using fuel indices.

23) Tom Kaslow outlined the draft proposals: (A) Move up the overall schedule by 12 hours (what mechanism exists, or needs to be developed, to assure commitment to take & pay) or (B) Move up the DAM schedule and use a fixed demand bid that resembles the ISO’s RAA load forecast.  Discussion ensued concerning both proposals.  Proposal A requires a method to make the RAA process “financially firm.”

24) Amr Ibrahim questioned if the difference between the two proposals is an accuracy issue.  Joe Mercer noted that the true physical load forecast would probably remain the same within each proposal.

Discussion on Straw Proposal #2:
25) Tom Kaslow outlined straw proposal #2 – “Assuming generation not scheduled in DAM is unavailable.”  He then outlined straw proposal #2(A.1) – “Assuming all MWh above DAM schedule are not available.”  He then outlined straw proposal #2(A.2) – “Using the LEG approach to use full commitment daily MWh.”  He concluded by referring to straw proposal #2(A.3) – “Developing a new “reliability service” arrangement as proposed by Herb Rakebrand.  Herb Rakebrand refined his “reliability service” proposal and stated that it could be a mechanism to ensure existing commodity and transportation contracts held by the electric sector are targeted, committed, and paid to stay with the electric sector.

26) Don Gates provided comment on how he thought the straw proposal #2 might distort the treatment of non-gas-fired capacity in the market.  He would prefer that generating units redec accordingly to reflect any and all fuel supply/delivery issues.

27) Mike Hachey questioned whether some type of an advanced notice communications system could somehow resolve Cold Snap problems.

28) Amr Ibrahim commented that if fuel arbitrage were still allowed to take place, these Cold Snap problems would not be resolved by the current straw proposals.  Tom Kaslow added clarification to his fuel arbitrage assumptions.

29) Gunnar Jorgensen once again cautioned against implementing Market Rule changes that have not been thoroughly assessed by both ISO-NE and NEPOOL.

30) Mike Hachey commented on the open issue of a generator’s inability to re-price their offers to reflect volatile fuel prices.

31) Tom Kaslow asked the group to summarize planned preparations and presentations for the next day’s CSTF meeting prior to ending the meeting.  Steve Rourke stated that ISO would develop some Power Point highlights that reflect today’s discussions for use at the April 29, NEPOOL CSTF meeting.

END OF NOTES
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