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* * *   MEETING NOTES   * * *

REV 2
NEPOOL COLD SNAP TASK FORCE

APRIL 15, 2004

TIME:
9:30 a.m.
LOCATION:
Marlborough Radisson, Marlborough, Massachusetts

ATTENDEES:

ISO-NE:  Mark Babula, Joe Mercer, Mike Taniwha, Steve Rourke, Don Gates, Amr Ibrahim, Robert Ethier, Carolyn O’Connor, Herb Rakebrand (Consultant).

NON-ISO:

Commissioner W. Robert Keating (MA DTE), Ron leComte (MA DTE), Marilyn Ross (MA DTE), Tom Kaslow (Calpine), Mike Petit (Calpine), Jim Sinclair (El Paso), Todd White (Iroquois), Joanne McBrien (MA DOER), Steve Leahy (Northeast Gas Association), Gunnar Jorgensen (Select Energy), Jim Gawronski (UI), Stacy Dimou (Duke Energy), Ken Bekman (ConEd Energy), Jim Scabareti (El Paso), Fernado DaSilva (FPL), Stuart Ormsbee (TransCanada), Marty Sartin (PNGTS), Kevin Donahue (Agile Energy), Terence Healy (DBH-NEPOOL), Peter Fuller (Mirant), Mike Hachey (TransCanada), Tim Morrissey (US Gen –N.E.), Doug Hurley (Synapse Energy Economics), Edward Ambrogiu (Agile Energy), Rob Hanson (Duke Energy Gas Transmission), Dorothy Capra (ANP).

TELECONFERENCE:  Steve Cadwallader (CT DEP), Tom Lyle (VTPSB)

MEETING NOTES:
1) Steve Rourke began the meeting with introductions, meeting logistics and an outline of the proposed agenda.  He noted that the Cold Snap Task Force (CSTF) Issue List was not yet finalized and reminded members that they could submit new, revised or clarifying issues to either Tom Kaslow or himself for incorporation into the Issue List.

2) Mark Babula distributed the Issue List from the Fuel Diversity Working Group’s (FDWG) – Electric & Gas Wholesale Initiative (EGWI) Project.  He began his discussion of the list by outlining the base assumptions and its format.  He noted that this Issue List was compiled over the course of several months and reflects various inputs from the FDWG, the January NEPOOL Stakeholder meeting, the February NEPOOL Reliability Committee meeting, and Workshop #1 of the FDWG-EGWI.  He began walking through each Issue List item while providing a brief background and summary description.

3) In order to accommodate Mike Hachey’s schedule availability, the group agreed to address Mike’s two (2) straw-man proposals earlier in the agenda.

4) Mike Hachey explained that his straw proposal #1 involved issuing the unit commitment schedule to generators by 10:00 AM day-ahead, where extreme weather conditions are anticipated by the ISO.

5) Mike explained that his straw proposal #2 involved requiring the ISO to assume that all gas-fired units that, in periods of extreme winter weather conditions, were not scheduled for next day operation (per straw #1), would be assumed as unavailable for real time dispatch purposes unless the Participant provided the ISO with specific information to the contrary.

6) Discussion ensued concerning refinement and clarification of each proposal. 

7) Several CSTF members discussed the merits of the New York ISO electric market scheduling deadlines.

8) Gunnar Jorgensen questioned whether the New York electric markets were timed such that they provided a better position for market Participants to nominate and confirm natural gas than those of New England?

9) Ken Bekman provided commentary on Mr. Jorgensen’s question and noted that some New York ISO deadlines may introduce the potential for increased look-ahead forecast errors.

10) Todd White stated that he favored Mike Hachey’s straw proposal #1, which he felt would give the pipelines more advance notice of the generation sector’s gas scheduling needs.  He also thought this change would increase overall market efficiency and should be implemented on a year round basis, not just during Cold Snap periods.

11) Tom Kaslow suggested that the scheduling of sufficient generation in DAM to satisfy real-time load requirements would resolve problems encountered in the Cold Snap.  He specifically pointed to the fact that day-ahead cleared supply might include virtual supply bids, which by their purely financial nature, do not satisfy real-time reliability needs.  He also noted that it is load that requires sufficient commitment of generation to be available in the next day, not the generators themselves.  He raised the question whether, under Cold Snap conditions, load should be obligated to purchase forecasted load requirements in the DAM.

12) Don Gates provided clarification on Cold Snap operation with respect to over/under commitment issues.  Don questioned whether either of the two straw proposals would really ensure firm deliverability under Cold Snap conditions.  He concluded that what he really needs to ensure system reliability is the best available information regarding generator availability and capability during real-time.

13) Tom Kaslow outlined what he envisioned as the various pitfalls of the current electric market timelines.  He indicated his understanding that gas was available in the gas market during Cold Snap days; however, the current market design did not provide sufficient certainty in generation schedules prior to the day-ahead gas nomination deadline to support day-ahead schedules of gas for delivery to generators.

14) Mike Petit clarified the day-ahead and intra-day gas nomination & confirmation timelines for actual physical delivery of natural gas.

15) Stacy Dimou stated that “electric market uncertainty” was a major issue during the Cold Snap and noted that “minimization of uncertainty” is what he thought the CSTF should be trying to achieve, although he also stated that, no one could ever achieve 100% certainty.  He then asked Ken Bekman why New York developed their electric market timelines as such, and Ken responded that New York electric market participants wanted better alignment with the natural gas markets.

16) Gunnar Jorgensen noted that in his opinion, the unavailability of gas-fired generation was the real issue regarding “electric market uncertainty,” and stated that improving overall communications with ISO is always a prime mover.

17) Tim Morrissey questioned whether there were additional supplies of natural gas available during the Cold Snap to enhance electric system reliability?  He noted that no matter which of the previous straw proposals are implemented, an overall lack of natural gas into New England would still result in major amounts of gas-fired generating capacity being rendered unavailable.

18) Commissioner Keating questioned what NAESB might be doing to address gas/electric market coordination issues.  Mark Babula responded by noting that, in his opinion, the newly formed NAESB Gas Electric Coordination Task Force (GECTF), while striving to address those issues, is probably very far away from providing solutions.  Herb Rakebrand reinforced these comments and stated that the natural gas “day” is a national standard that is unlikely to change in the near future.  

19) Ken Beckman noted that the CSTF should not be trying to change the overall period for the “electric-day” or the “gas-day,” but focused on assuring that the “closing” timelines of New England’s electric markets provide a generation schedule that facilitates scheduling associated gas by the day-ahead gas scheduling deadline.

20) Mike Taniwha stated that ISO would like to assess and then provide straw proposals with respect to DAM and RAA interaction.  Gunnar Jorgensen responded that prior to any change, the ISO should assess all proposed modifications for impacts amongst all types of electric generating capacity.

21) Jim Scabareti described the current method of pipeline holding capacity being contracted by New England LDCs versus New England’s electric generation sector (i.e. firm vs. non-firm).  He noted that LDCs have an “obligation to serve,” and as such, under severe weather conditions, the LDCs will have the option to buy gas at almost any price to ensure system reliability, and most likely, can receive after the fact cost recovery from their state Commissions.  Commissioner Keating further clarified Jim’s statement by stating that the Massachusetts LDCs are required to submit long term gas supply plans to the MA DTE for review and approval, so in this example, after the fact cost recovery is not guaranteed.  Mr. Scabareti then outlined seasonal LDC LNG/LPG usage to meet peak day requirements.  He also stated that physical pipeline limitations exist into and within New England and that is what needs to be expanded to ensure an ample supply of firm gas is delivered into New England to meet future increases in electric sector demand, especially during Cold Snap conditions.

22) Tim Morrissey stated that the potential threat of price mitigation, which fails to adequately reflect both the supply and price risk in a volatile gas market, is of great concern to generators.  Moreover, mitigated prices based on historic cost or price information will tend to understate electric prices as compared to prices in the gas market.

23) Dorothy Capra commented on the risks associated with Cold Snap unit operation and stated that one of the real uncertainties which led to risk was in relation to the ISO’s potential mitigation of a generating unit’s true operating and lost opportunity costs during that period.

24) Robert Ethier stated that all Market Rules should reflect incentives for electricity production and should not encourage non-production.  He stated that all generating companies should contact MM&M whenever they have questions concerning potential price mitigation.

25) Mike Hachey noted that during Cold Snap periods, the price volatility in the gas markets may still require giving the generators the capability to re-price their offers based on changing market conditions.

26)  Herb Rakebrand noted that there are no major gas pipeline capacity expansions planned for the near future.  He then proposed a straw-man #2A, which dealt with identifying a “pool” of generation that may have some higher level of gas transportation entitlements, and thus, may be used to provide a higher level of system reliability for the upcoming winter.

27) Gunnar Jorgensen questioned whether changing existing market rules would have the potential to introduce unnecessary and unjustified cost increases and strongly recommended that the ISO perform a full financial impact assessment prior to instituting change.

28) Steve Rourke recommended the formation of CSTF sub-committees to help develop and fine-tune the straw proposals.  Sign-up lists were provided at the meeting.

29) Robert Ethier briefed the CSTF on the ISO’s Interim Cold Snap Report.  ISO-NE is planning public dissemination of the Report somewhere around the 1st week in May.  He noted that the ISO would ask the Northeast Gas Association (NGA) to coordinate review and comment on the sections related to the gas markets and gas system operation.  He also noted that the ISO would look for comments from all stakeholders.  He concluded his update by outlining the overall report organization.

30) Tom Kaslow questioned if the Report assessed what NEPOOL LSEs did during the Cold Snap?  Robert Ethier said he would investigate “virtual-trades” during the period.

31) Joanne McBrien asked whether the ISO assessed “communications,” and if it had, could those specific recommendations now be shared?

32) Fernando DaSilva asked whether MM&M had assessed clearing price issues with respect to wholesale gas prices, as it applied to reliability must-run (RMR) units.  Robert Ethier noted that this version of the Report did assess LMPs with respect to out-of-merit generation.

33) Stacy Dimou questioned if the ISO assessed the physical issues related to dual-fuel unit fuel switching?  Robert Ethier stated that MM&M did not fully assess that topic.

34) Gunnar Jorgensen recommended that a full assessment of generator fuel use needs to be incorporated within the Report.  Robert Ethier stated that MM&M would not be able to perform that assessment done prior to the release of the Interim Report, however, he did note that this was an issue that may require further attention.

LUNCH:

35) Steve Rourke notified the CSTF that Friday May 14th was the date for the next meeting of the Fuel Diversity Working Group’s – Electric & Gas Wholesale Initiative Project and when the ISO will present in public forum, the results and findings of its Interim January 2004 Cold Snap Report.

36) Due to the earlier repositioning of the agenda, Mark Babula resumed his outline of the FDWG-EGWI Issue List.  He went through all forty (40) open issues while answering numerous questions and receiving numerous comments to categorize and clarify the subject issues.  He noted that he would work with Steve and Tom to merge the NEPOOL CSTF Issue List with the FDWG-EGWI Issue List to reduce duplication and improve overall clarity.

37) Steve Rourke stated that he would send out meeting notices for CSTF sub-committee formation for refinement of the straw proposals.

38) There was a brief discussion regarding the installation of dual fuel capability to existing single fuel facilities. A generator indicated the ability to do so; however, there were permitting, capital cost recovery and ongoing expenses associated with developing such capability with no assurance of cost recovery under the current market design.

39) Tom Kaslow closed the meeting by noting the next meeting of the NEPOOL CSTF was scheduled for Thursday, April 29th.

END OF NOTES
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