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MINUTES OF THE AUGUST 11th COST EFFECTIVE DESIGN ISSUES TASK FORCE (CEDI TF) MEETING

Comfort Suites

Austin, Texas

August 11th, 2003

Attendance:
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Bob Helton 
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Brad Belk 

(LCRA), 
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(CPS), 
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(PUCT), 
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John Rainey 
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Larry Gurley 
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Marguerite Wagner 
(ERCOT), 

Matt Mereness 
(ERCOT),

Ryan Aldridge 
(ERCOT), 

Rafael Lozano 
(TIE),


Sam Zhou 

(PUCT),

Srini Sundhararajan 
(ERCOT), 

Steve Wallace

(ERCOT),

Terry Lane 

(Green Mountain), 
Tony Grasso 

(PUCT), 

Trent Carlson 

(Reliant),

Trip Doggett 

(ERCOT), 

Walt Shumate 

(Shumate & Assoc.),
Walter Reid 

(LCRA),

Young Li 

(ERCOT)

Joel Mickey called the August 11th CEDI TF meeting and the meeting started around 9:30AM CST.
Meeting Notes:

A. 
Review Meeting Agenda and July 28th Meeting Minutes

Joel Mickey reviewed the meeting agenda with the group and asked for further comments on the July 28th meeting minutes. No further comment was made.
B.  Projects Update

Steve Wallace and Cheryl Moseley, ERCOT PMO, presented the ERCOT Project Management process to the group and addressed the project management topics such as setting project priorities, project cutoff lines and budget lines and pending and ongoing projects. The group was updated on the major project releases and dates from the vendor for the EMMS packages. In addition, issues were presented regarding the intellectual property rights concerning the release of design requirements documentation that were jointly developed with the vendor.  Discussions are occurring with the vendor to determine a solution.
C.  Proposal Schedule Estimation

Matt Mereness and Srini Sundhararajan, ERCOT IT, presented estimation for three proposals as follows:


A:
Flexible Bid Limits

(10-12 weeks)


B:
Eliminate Bid Overlap
(8 weeks)


C:
Treatment of Non-Bid Units
(4 weeks)

All three projects will take 14 to 16 weeks to complete. This estimation does not include the time required by the Protocol Revision Process and the Project Prioritization Process. ERCOT staff also told the group that the Flexible Bid Limit proposal has dependency on the ongoing projects for PRR424 (Elimination of Resource Specific Deployment for Energy Balance Purpose) and PRR359 (Improve Resource Plan). 

The proposal relating to Competitive Constraint Pre-determination has significant impacts on the ERCOT business processes and computer systems, and further details of this proposal are needed to estimate the time and cost of this proposal. 

D.  Discussion Relating to the Desirability of Maintaining a Market Solution Option

The group recognized it would be difficult to meet the Sunset Date of December 31st, 2003 set in PRR440. 

Brad Belk, LCRA, stated that there is no opportunity for lower costs from maintaining the market solution option in the next 3 years until a different market design is adopted because investment decisions will not be based on the interim period. Therefore, maintaining the market solution option can only result in higher prices for loads with no long-term benefits. Danielle Jaussaud clarified that the local congestion competitive solution is required by the Commission Order and if there is a good reason to remove market solution permanently, she is willing to hear more about it.

Compensation for Resources called upon to solve local congestion:

Rafael Lozano of TIE stated that paying Resources by Resource Specific Generic Costs does not give the participants proper incentive to run their facilities more efficiently and added that the payment should be based on the generic cost of the most inefficient Resource for all Resources because those Resources provide the same service to the market. This group realized that there is currently an inconsistency between deployment based on bid price and payment using Resource specific generic cost, and this disconnect may introduce market inefficiency and this might not benefit the load over the long run.

1. 
Competitive Constraint Pre-determination and Ex Ante Mitigation
The group discussed whether it is feasible to give notice to the market participants that a market solution exists.  There is no way for ERCOT to know for sure until real time. Several participants observed that the competitive constraint pre-determination is key to success and it has to be done before real time. However, it was also discussed that there is no assurance that pre-determination of the competitive solution might change the bidding behaviors of some participants. It was further suggested that ex ante mitigation and competitive constraint pre-determination will be the key in resolving the inconsistency between deployment based on bid price and settlement based on generic cost.

A proposal for competitive constraint pre-determination and ex ante mitigation was discussed. In this proposal, the competitive constraints will be predicted from the local congestion historical information and ERCOT will post those potentially competitive constraints to the market. Those potential competitive constraints will be subject to further ex post mitigation to consider the system condition changes such as transmission line and generator forced outages.

One participant informed the group that competitive constraint pre-determination and ex ante local congestion mitigation is not a simple task in other parts of the country.

2.
Treatment of Non-Bid Resources
It was suggested to consider null bids as infinite and exclude those Resources from the consideration of market solution. There was no objection on this suggestion at the meeting.

3.
Special Consideration for Nuclear and Hydro Resources
A simple method to improve the deployment of Nuclear and Hydro Resources can be developed by allowing those Nuclear and Hydro Resources to provide out of range Resource specific bids so that they can be deployed as the last resort in resolving local congestion and the payments can be based on Out of Merit Service.

The group recognized the operational characteristics of Nuclear and Hydro Resources need to be considered due to physical operational reasons; however, no consensus was reached on which proposal should be adopted to achieve that goal at the meeting.

4. 
Resource Specific Prices Overlap
A simple proposal by Walter Reid to remove the price overlap is as follows:

· Move OOME-UP bids above highest OOME-DOWN bids (for dispatching purpose 
only, not for settlement purposes)
· Retain Proportionality between OOME-UP bids

· Retain Proportionality Between OOME-DOWN bids

The group understood the Resource specific movements that do not help in resolving local congestion will be removed by the three-step process as set forth in PRR424.

Comment: It may be worth the effort to combine the merits of the above two methods. In this mechanism, the prices overlaps of those Resources that have no impact on the active local constraints will be eliminated while the Resource specific price for those Resources that can be used to resolve the local congestion will be maintained. Any Resource Specific deployments that do not help to resolve local congestion will be eliminated by the mechanism as set forth in PRR424.
5.
Flexible Bid Limits
This group recommended that the Flexible Bid Limits proposal could be adopted to set a fundamental infrastructure for Resource Specific Bids Mitigation. This proposal can easily accommodate new market policies on Resource Specific Bid Limits from the market policy decision process quickly. This will allow the market to easily implement adjustments to the policy as actual operation of the policy is observed. In addition to setting the Flexible Bid Limit by Resource Category as discussed at the previous meeting, this group further recommended that this proposal needs to be expanded to incorporate the capability of setting the bid limit at the Resource specific level.

One fundamental scenario in setting the Resource specific bid limits was extensively discussed by this group. In this scenario, the market solution for Resource specific down deployment can be ‘taken away’ by allowing the Resources to bid their Resource specific down generic costs only while the market solution for Resource Specific Up Deployment can still be maintained by setting the bid cap(s) higher than the Resource specific up generic cost.

While the group decided that the Flexible Bid Limit proposal could be adopted to set the infrastructure for Resource Specific Bids mitigation, the group agreed that the bid limit setting criteria should be discussed and decided at WMS.

Joel Mickey/Walter Reid will report the task status and progress of to WMS on its August 20th meeting.

E.
Actions

At the August 11th Cost Effective Market Design Issues Task Force Meeting, the group decided the following action items:

A. Report to WMS on the task status and progress (Joel Mickey/Walter Reid)

B. Prepare a white paper for the proposal being discussed and further improve the Competitive Constraint Pre-determination Proposal 



      (Walter Reid/ERCOT Staff, et al)
F.  Adjourn

Without further business, the August 11th Cost Effective Design Issues Task Force meeting adjourned at 2:30PM CST.
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