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* * *   MEETING NOTES   * * *

REV 1
NEPOOL COLD SNAP TASK FORCE

APRIL 29, 2004

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

ATTENDEES:

ISO-NE:  Mark Babula, Richard Berryman, Joe Mercer, Steve Rourke, 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.), Joanne McBrien (MA DOER), Dorothy Capra (ANP), Steve Leahy (Northeast Gas Association), Jim Gawronski (UI), Terrence Healey (DBH-NEPOOL), Bruce McKinnon (MMWEC), Robert Stein (Signal Hill Consulting), Todd White (Iroquois Gas Pipeline), Doug Stevenson (Power Options), Marilyn Ross (MA DTE), Fernado DaSilva (FPL), Doug Hurley (Synapse Energy Economics), Dave Foote (Unitil), Jim Scabareti (El Paso), Kevin Donahue (Agile Energy), Eric Jacobi (CT DEP), Nancy Harnick (CT OCC), Rose Ann Pelletier (MA DTE), Liz Wizniewski (NRG).

TELECONFERENCE:  Tim Peet (MMWEC), Eric Johnson (ISO-NE), Ken Bekman (ConED),

MEETING NOTES:
1) Tom Kaslow proceeded with introductions, meeting logistics and outlined the agenda.

2) Mike Hachey began by referencing the straw proposal handout.  Straw proposal #1 deals with advancing the overall electric market timelines by approximately 12 hours.  It would provide final Resource Adequacy Assessment (RAA) generation schedules and revenue certainty to support those schedules by 10:00 AM and also enable generators to purchase and schedule gas to support those generation schedules prior to the 12:30 EST closing of the day ahead nomination deadline.  An alternate to straw proposal #1 dealt with merging the day-ahead and RAA commitments by settling the day-ahead market at the same day-ahead forecast demand level that would be used within the RAA.  This approach could achieve a single financially binding commitment schedule using the day-ahead market.  Mike stated that both of these straw proposals would only be implemented by exception, that is, for days in which the ISO anticipated very high demand.  He then went on to clarify the pros & cons of each proposal and its alternatives.

3) The group discussed the balancing of the impacts of volatility and uncertainty of having gas prices quoted for a potential two day advanced gas purchase against not providing the best price as compared to using those of the standard day-ahead gas market price indices, along with the degree of compensation certainty necessary to support day-ahead gas nominations during these periods.

4) Mike Hachey outlined straw proposal #2 along with possible alternatives.  He described this straw proposal as simply an assumption by the ISO that gas-fired generation not scheduled day-ahead during these extreme weather days would not be available in real time unless the Lead Participant for that generator affirmatively notified the ISO that the additional generation would indeed be available in real time.

5) Questions arose regarding the clarification of gas pipeline limitations and Operating Flow Order (OFO) provisions, including whether or not an OFO would have to be declared before scheduling flexibility outside of the day-ahead nomination deadline would be significantly diminished.

6) Dorothy Capra questioned whether this straw proposal was taking an overly conservative approach and questioned whether it may make a tight supply situation even worse.  Dorothy explained what happened to her company’s units during the Cold Snap.  She did not like the proposal that the ISO will automatically assume that all units are unavailable if not scheduled in DAM or called by ISO-NE.

7) Tim Peet commented on units running out of gas over the gas-day transition and expressed additional concern that the ISO has historically run units overnight or run them at levels above their low operating limit even when the consumption of their limited fuel may not be best utilized for that purpose.  He indicated that this typically occurred in the case of RAA committed units and questioned whether the ISO understood the ramifications on fuel purchasing that comes with that type of dispatch.  Tim Morrissey added comments to support Ms. Capra’s concerns.

8) Some CSTF members suggested that during Cold Snap conditions, the ISO should call and confirm that all RAA committed units have enough fuel supplies (scheduled in the case of natural gas) to accommodate real time dispatch changes during these extreme weather periods. 

9) Herb Rakebrand outlined his concept for a new “reliability-service” not currently provided in the electric market.  This would be a new type of gas-side service that generators could contract for during winter periods.  Gunnar Jorgensen questioned whether such service could be provided non-gas units and noted that similar services are already available within the marketplace.

10) Steve Rourke summarized some of the open issues that neither straw proposal would address including: loads’ responsibility to support reliability requirements during “abnormal” system conditions, generators still being able to arbitrage fuel, the scheduling of replacement generation as real-time approaches, and increasing online gas-fired generation for post contingency recovery.  Tom Kaslow added two other issues regarding revenue certainty, those being 1) at what point in time prior to 10:00 EST would the generator owner be assured its bid price is not subject to subsequent mitigation? and, 2) what is the risk that the DAM LMP is subject to change after a generator owner has purchased and scheduled gas day-ahead?

11) Gunnar Jorgensen suggested that gas-fired units may be unable to provide post contingency recovery and questioned whether the ISO was using the correct units for supplementing operating reserves.  Tom Kaslow indicated that on the prior day, the Straw Proposal Subcommittee Working Group discussed the possibility of employing the Limited Energy Generator (LEG) form of dispatch during these extreme weather days.  He indicated that this “LEG approach” might provide the ISO with increased real time dispatch flexibility in order to react to contingencies, while the total daily dispatch (MWHr) would not exceed the overall day-ahead natural gas schedule.

12) Dave Foote outlined the four gas nominations periods and showed that the morning electric peak occurs after the last intra-day two (2) nomination cycle.

13) Steve Rourke referenced his handout that identifies both the gas day & electric day overlay.  He walked through the current electric market timelines.

14) Bruce McKinnon asked about New York’s gas and electric market activities and their potential impact on New England’s markets.  Herb Rakebrand stated that the gas timelines are the same within the two regions.  Others noted that because New York schedules its electric generation earlier than New England, and combined with extreme weather days, this could also have an impact.

15) Joanne Mc Brien asked about the historical statistics of firm transportation (FT) bumping interruptible transportation (IT), especially during Cold Snap periods.  She also questioned the current percentage of gas-fired generators that hold firm versus interruptible commodity and transportation contracts.

16) Fernado DaSilva commented on the Cold Snap situation and questioned whether any of the straw proposals will improve overall gas scheduling throughout the year.  He asked if the CSTF was charged with resolving just Cold Snap issues or overall market inefficiencies.  Tom Kaslow stated that it was his understanding that the CSTF was charged specifically with addressing issues specific to the Cold Snap.  Other overall market improvements would be pursued through the standing committees.  It was noted that both straw proposals involve implementation of special procedures on an exception basis.  In the case of advancing the day-ahead and RAA schedules, a CSTF member noted that earlier submittal of electric bids may increase the uncertainty in estimating the actual cost of gas, at the time of the electric bid submittal.

17) Doug Hurley praised the sub-committee’s work in developing the straw proposals.  He offered a clarification to straw proposal #2A – questioning whether the “reliability-service” could be made available to units coming off an economic outage and whether or not there was a way to make it fuel neutral?  Gunnar once again questioned who was going to pay for this newly proposed “reliability-service.”  A follow up question was raised on what is the actual trigger mechanism used to recall economic outages?

LUNCH:

18) Tom Kaslow opened the afternoon discussion by segmenting the previously identified issues.

19) Gunnar Jorgensen asked what the trigger mechanism would be for invocation “by exception.”

20) Joanne McBrien asked the question: historically, how much generation usually clears in the DAM?  Steve Rourke answered her question, by noting that under normal periods 95% - 98% clears DAM and that under “abnormal” periods like this January’s Cold Snap, approximately 80% cleared DAM.  Tom Kaslow noted that these results could also be further impacted by virtual supply bids.

21) Tom Kaslow asked the CSTF which straw proposal they liked better.

22) Dorothy Capra stated, that on a preliminary basis, she thought that the straw proposal #1 was a more beneficial solution and Steve Rourke then summarized the minimal amount of changes that would need to take place to implement straw proposal #1.  Overall changes to both ISO and Participant staffing levels were discussed.  The requirement to somehow make the RAA generation schedule “financially firm” was also discussed.

23) Steve Rourke explained the concept of a Limited Energy Generator (LEG) as it would apply to a gas-fired generator under the straw proposal, and then he detailed the LEG MWHr limitations along with a unit’s capability to redeclare.

24) Tim Peet provided clarifying comments but noted that he still favored the capability to change his offer prices based on whether he procured day-ahead versus intra-day gas.  Fernado DaSilva agreed with Tim’s proposal.

25) In response to the question regarding the definition of the triggering event, it was explained that this issue was not discussed at the April 28th CSTF Subcommittee Working Group meeting.  Tom Kaslow queried the CSTF for suggestions on the trigger mechanism to turn on and then turn off “the event” as defined under both straw proposals.  Doug Stevenson suggested looking for a standardized and transparent metric from the gas industry.

26) For the triggering of “the event,” CSTF members suggested: using a gas pipeline’s declaration of a Operating Flow Order (OFO); using a generic heating degree day (temperature) index trigger; or linking the trigger to the interruption of IT contracts.  Concern was raised on what trigger mechanism would be used to close “the event.”

27) Steve Rourke concluded the meeting by noting that the next meeting of the CSTF Subcommittee Working Group was scheduled for Monday, May 10.th 

END OF NOTES
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