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Demand Side Working Group

Meeting Notes 

July 22, 2005

ERCOT METCENTER - Rm 206B

Scheduled for 9:30 – 3:30

Attendees:
	Name
	Company

	David DeTullio
	Air Liquide

	Fred Young
	Air Liquide

	Tiger Davis
	Austin Energy

	Fred Yebra
	Austin Energy

	Matt Smith
	Constellation New Energy

	Eli Maldonado (phone)
	Dow

	Malcolm Smith
	Energy Data Source

	Mark Patterson
	ERCOT

	Nieves Lopez
	ERCOT

	Steve Krein
	ERCOT

	Eric Woelfel
	Formosa Plastics

	Jay Zarnikau
	Frontier Associates

	Scott Wardle
	Occidental

	Theresa Gross
	PUCT

	Floyd Trefny
	Reliant Energy

	Mary Anne Brelinsky (Vice Chair)
	Reliant Energy

	Barbara Clemenhagen
	Sempra

	Keith Emery
	Tenaska

	Terry Bates
	TXU Electric Delivery

	Ed Echols (Chair)
	TXU Energy

	Alberto Martinez
	Xtend Energy

	Mike Cozzi (phone)
	Cirro Energy Services


1. Antitrust Admonition— Ed Echols reviewed the Antitrust Admonition and reminded all meeting attendees of their responsibilities for participation in the meeting.

2. Introductions—Each participant identified themselves and their company affiliation.

3. Review and Approve Meeting Notes to both the 3/21 and 5/13 DSWG Meetings

a. March meeting notes were accepted by acclamation
b. May meeting notes with changes were also accepted by acclamation
c. Meeting notes are posted on the ERCOT website for DSWG Meeting Materials:  http://www.ercot.com/calendar/2005calendar/2005DSWGmaterials.htm
4. A question was raised about the status for PRR 558, Market Notice of LaaR Proration. Mark Patterson noted that the PRR had been approved by the Board and was waiting for system implementation. A project has been proposed to implement this PRR and it is on the Project Priority List (PPL). Based on current priorities, the project may be funded in the 2005/2006 timeframe. 

5. Discussion on Negative Bidding for Ancillary Services

a. Background Material

i. Mark P described the process that ERCOT uses for procuring Responsive Reserve Service. Recently Market Participant’s (MP’s) representing LaaRs have had to bid increasingly negative prices in order to be awarded RRS for the Day Ahead AS Market.

ii. One issue  mentioned was that while many MP’s thought there was a bid limit of -$1000, no lower bid limit is specified in the Protocols. As a result, bids are now being submitted below -$1000. For example, on the day of the DSWG meeting (7/22/05) there were bids for approximately 600 MW of RRS at prices ranging from -$1475 to -1000 /MW. Many providers are concerned that prices will continue to trend much more negative over the coming months. 

iii. A second issue mentioned involves negative-priced AS bids and risks associated with an Adjustment Period Market. If a QSE providing RRS with a LaaR were to default and a “Second Market” was opened to replace that capacity, any  active bids remaining from the A/S Market would be procured and awarded and “paid as bid.” If there were active negative-priced bids procured, the defaulting QSE would be paid as a result. This scenario presents a potential gaming opportunity which could reward a defaulting AS provider by paying them for their default.  Since there is no bid price floor for Ancillary Services, this issue exists for any active negative-priced AS bid. 

iv. A third issue was the potential credit risk to a MP and the market. Sincea negative-priced bid could set the MCPC for RRS, the progression toward increasingly negatively priced bids adds to the credit requirement for the submitting QSEs. Ed Echols suggested that the DSWG bring this issue to the attention of the credit working group to ensure adequate attention to this issue.

v. A fourth issue raised was the impact of the increased credit risk due to the need for increasingly negatively priced RRS bids, purely to ensure continued participation in the AS market.  Several smaller QSEs expressed concern that the risks arising from negative-priced bids is producing  an anti-competitive situation without allowing submission of bids which are more reflective of true market forces.

b. Discuss Draft PRR for Floor Price on Ancillary Service Bids (Reliant/Air Products Proposal)

i. This PRR would set a minimum bid price limit on AS services. The PRR, as presented, set the bid price limit at $0.

ii. Implementation could be done via a simple market bulletin which would be administrative and not require any ERCOT software changes.

iii. The rationale behind this PRR was that a negative-priced bid is not reflective of the real willingness of the MP to be paid (or to pay) to provide this service. The sole reason negative priced RRS bids are submitted by MP is to ensure participation in the market.

iv. General consensus of the group is that this PRR would face significant opposition from other constituent groups that may perceive future benefit from negative bids.

c. Discuss Draft PRR on LaaR Award Proration (Tenaska)
i. All LaaR bids submitted at or below the MCPC would be treated as tie-bids, and awarded proportionally using the existing ERCOT processes for tie-bids.

ii. This PRR would only apply to LaaR bids for RRS, since this is the only Ancillary Service where a limit is placed on the quantity which can be provided from a specific resource type.

iii. LaaR bids for all other AS products compete economically with all other resource type bids (e.g. no limitation for quantity procured or provided by a specific resource type).

iv. A concern was raised about whether approach would affect the quantity of LaaR deployed in excess of the quantity of LaaR procured. It was pointed out that the Protocols currently contain specific QSE performance requirements that limit the over / under deployment of RRS from LaaR.

d. Group discussion and consensus

i. The overwhelming consensus of the DSWG was to move forward with the LaaR Award Proration approach to solving this issue. Keith Emery agreed to modify the proposed PRR to provide additional background material and reasons why the PRR was required.

ii. A conference call will be held on Wednesday, 7/27/05 at 3:00 p.m. to discuss the revised draft of the PRR. 

iii. The group agreed for  Keith Emery from Tenaska to sponsor the PRR on behalf of the DSWG, for submission to ERCOT in time to be considered during the 8/24 PRS Meeting. There was also consensus that this PRR should be added to the WMS Agenda for discussion during their 8/17 meeting.

iv. A suggestion was made to provide the ability for QSEs to auto-expire bids upon market clearing. The group felt that this flexibility was beneficial, but should be addressed in a separate PRR.

v. DSWG recommends that ERCOT investigate and initiate a PRR that would prevent payments to a QSE which defaults on its AS obligations. The group feels this should come from ERCOT or WMS since it isnot specifically a LaaR issue, but could arise from selecting any negative-priced active bid during an Adjustment-Period AS market.

6. Update on ERCOT Load Participation Activities

a. The DSWG Subgroup is continuing its effort to gather information on other ISO Demand Response Programs. This work is part of an assignment given to the DSWG to look at Emergency Response Programs.

b. Proposals have been received from four companies that responded to the Laredo Area Must Run Alternative RFP. Two of those proposals include Demand Response components. The proposals are currently under review so only a limited amount of information can be presented at this time.

7. PRR 615 – Direct Load Control Programs (DSWG Discussion and Comment)
a. Austin Energy gave a short explanation for this PRR. Their intention was that they want to make sure their existing DLC program is included in future Reserve Capacity calculations and reports.

b. ERCOT staff does not feel that a PRR is required. The DSWG developed criteria for demand side programs to be included in the Reserve Adequacy calculations and reporting process. The DSWG intentionally included criteria that would apply to demand side programs sponsored by the NOIE’s and the Standard Offer Load Management Programs being administered by the TDSP’s. These criteria have been accepted by the Generation Adequacy Task Force. 

c. ERCOT needs to put some additional detail on the actual process for submitting programs to be considered for Reserve Margin Calculations and will schedule follow-up meetings with Austin Energy to work with them in implementing that process.

d. Austin Energy agreed that they would withdraw the proposed PRR as written.

8. New PRR - Balancing Energy Up from a Specific LAAR Resource

a. This PRR is being submitted to allow payments and reflects what our current process is.

9. Load Participation update

a. Steve Krein gave a short presentation on the current participation levels and market performance since the beginning of 2005. That presentation is located on the ERCOT website under the DSWG Meeting Materials.

b. Current ERCOT summary for LaaR’s

i. 79 Individual Resources registered on the system

ii. 1758 MW of Registered Capacity

iii.  8 QSE’s currently scheduling LaaR’s for AS

iv. 2 New QSE’s and several new LaaR’s currently in the qualification process.

v. One LaaR deployment since the last DSWG meeting—manual deployment for a single resource that has a mitigation plan in effect for certain types of congestion management and transmission security issues.

10.   Meeting Adjourned at approximately 1:00 p.m.

