ERCOT Working Group on Demand-Side Resources and Demand Responsiveness

Meeting Notes: March 1, 2004

Attendance

	Name
	Company

	Mark Patterson
	ERCOT

	Greg Ramon
	Teco Energy

	Jeff Gerber
	ERCOT

	Michael Walker
	Exxon Mobil Prod.

	Keith Emery
	Tenaska

	Paul Wattles
	Good Company

	MaryAnne Brelinsky
	Reliant

	Rick Keetch
	Reliant

	Floyd Trefny
	Reliant

	Steve Madden
	Oxy

	Jay Zarnikau
	Frontier Associates

	Ed Echols
	TXU E

	Carl Raish
	ERCOT

	Ron Hernandez
	ERCOT

	Danielle Jaussaud
	PUCT-MOD

	Roger Yott (via phone)
	Air Products


Demand-Side Resources as a Potential Alternative to Some RMR Units

Greg Ramon of TECO Energy (Frontera Plant) reported that there was a renewed effort to consider demand-side resources (e.g., interruptible or curtailable load resources) as possible alternatives to reliability-must-run (RMR) generating units.

The DemandSideWG had previously offered a proposal to permit demand side resources to be considered before awarding RMR status to any power plant.  This proposal (approved by the WG in January 2003) never formally became a PRR.  At that time, the PRS and the RMR Task Force asked that it be delayed while other changes to the sections of the Protocols addressing RMR resources were refined.  Apparently, now is the right time to try to move this forward again.

The objective is to ensure that before a generating unit receives RMR status, all feasible alternative resources will be considered.  An RFP might be issued, identifying the local resource need and requesting proposals to meet that need.  If a demand-side resource could potentially meet that need at a lower price and without sacrificing reliability, then the demand-side resource might be awarded an RMR-like contract.

It was noted that ERCOT had created a task force to address a similar issue – chronic congestion.  This was created as a result of PRR 492, sponsored by Reliant.

Jay Zarnikau was asked to serve as a liaison to the other ERCOT groups that are working on the process. 

Minutes from Last Meeting

Minutes from the January 21, 2004 meeting were unanimously approved.

Officers

Because Henry Vadie, who was elected Chair of the working group at the last meeting, is no longer with Reliant, the working group agreed to make a request to WMS that Steve Madden of Oxy and current Vice Chair be elevated to Chair.  Ed Echols of TXU will be nominated for the Vice Chair position.  Jay Zarnikau of Frontier Associates will again serve as ex officio Vice Chair.  

OOMing Demand Side Resource

The discussion about whether it is appropriate for ERCOT to deploy Loads Acting as Resources (LaaRs) on an out-of-merit order (OOM) basis was discussed again.  (See notes to previous meeting.)

The PUCT staff indicated that they were inclined to support the ERCOT staff (or, at least, John Adam’s) position that LaaRs should be OOMed when such deployments are necessary in order to preserve reliability.

There was some interest in codifying the principle that LaaRs should be OOMed only as a last resort (which is probably what is happening today, anyway).

Concerns remain regarding how to quantify the cost incurred by a LaaR when it is OOMed.  LaaRs may be reimbursed for such costs, so such costs are borne by the market, but may not be known to ERCOT’s operators at the time an OOM deployment is ordered. 

Oxy noted a need to better formalize how a LaaR could declare itself “unavailable” for OOMing.

The DemandSideWG hopes to meet with John Adams of the ERCOT staff at a later meeting to discuss these issues further.




TNT Issues

It was noted that some market participants continue to argue that Resources providing responsive reserves should also be able to provide backup regulation.  Such a requirement would likely kill all demand-side participation, since LaaRs rarely have this capability.  

Future Training

Danielle indicated that the PUCT staff hopes to see ERCOT provide another training session for loads who are considering becoming LaaRs or BULs.  It was noted that the last year’s event was highly attended and successful.  LaaR registrations increased significantly following the session.

BUL

Unfortunately, no loads have registered as balancing up loads (BULs) yet.  However, it was noted that the systems weren’t finished to accommodate BULs until after the 2003 summer season.  Non-spinning reserve prices have been fairly low since last summer.

Reliant hopes to have a BUL soon, but noted some problems in the way it was being implemented by ERCOT.  

The prevalence of zero market prices in the non-spin market was also cited as an impediment.  ERCOT staff indicated that changing the price used to calculate BUL capacity payments was “doable”, but addressing some of the concerns raised by Reliant would require some significant and time-consuming system changes.

DLC

Carl Raish reported that “DLC was moving forward.”  If Comverge finds a new REP to partner with by March 15th, a pilot program could be started this summer.  Full-scale implementation of the systems necessary to recognize direct load control program is anticipated for the summer of 2005.

Some members of the DemandSideWG noted that it may be much more difficult to introduce DLC in a nodal market.




White Paper:  Load Participation in the ERCOT Nodal Market

Floyd and MaryAnne presented a draft White Paper on Demand Side participation in the future nodal market.  (This was later presented to TNT Market Operations at their March 9th meeting.)

Some of the issues discussed included the following:

· While loads (demand) will be settled based on zonal prices, Resources (including LaaRs) will be settled on nodal prices.  Thus LaaRs will face two price signals (as they do today).

· In a nodal market, the location of a Resource must be known.  This could prevent or complicate some types of portfolio bidding which is presently permitted.

· The day-ahead reliability unit commitment (DaRUC) market might provide a new opportunity for demand-side participation.  (The DemandSideWG may need to work on a baseline calculation for this.)

· Most of the future ancillary services will be similar to today’s.  However, DaRUC may replace the need for today’s replacement capacity.

· The balancing energy notice time before a deployment might be reduced to 5 minutes.

· If BULs are settled on a (more volatile) nodal price, rather than a zonal price, perhaps there will be no need for a capacity payment.

· The same LaaR could potentially offer more than one ancillary service to the market. 

· If the smallest Resource increment that ERCOT’s models can recognize is 1 MW at a single node, distributed resources (including DLC) may face great hurdles in being recognized in the nodal market.

· The role of demand side resources in market power tests remains unclear.

Next Meeting

The next meeting will be held on March 18, 2004.



