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Demand Side Working Group
Meeting Notes 
October 11, 2005
ERCOT METCENTER
Scheduled for 9:30 – 3:30
Attendees:
	Name
	Company

	Roger Yott (Phone)
	Air Products

	Tiger Davis
	Austin Energy

	Ben Long (Phone)
	BCCI

	Johnny Flores
	CenterPoint Energy

	Daniel Martinez
	CenterPoint Energy

	Pamela Quinlan (Phone)
	Consumer Powerline

	Dan Jones
	CPS Energy

	Malcolm Smith
	Energy Data Source

	Mark Patterson
	ERCOT

	Steve Krein
	ERCOT

	David T. Lin
	Formosa Plastics

	Jay Zarnikau
	Frontier Associates

	Robert King
	Good Company Associates

	Dolores Rickert
	Honeywell

	Rick Schmitt
	Honeywell

	Scott Wardle
	Occidental

	Preston Ochsner (Phone)
	Power Advisors

	Danielle Jaussaud
	PUCT

	Eric Schubert
	PUCT

	Steve Myers
	Rational Energy, LLC

	Floyd Trefny
	Reliant Energy

	Mary Anne Brelinsky (Vice Chair)
	Reliant Energy

	Rick Keetch
	Reliant Energy

	Rick Starr
	Stellar Energy Solutions

	Curry Aldridge
	Tenaska

	Jeff Reed
	TXU Electric Delivery

	Ed Echols (Chair)
	TXU Energy


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

2. The Meeting Notes for the 7/22/05 DSWG Meeting were accepted by acclimation with the minor changes to correct a couple of spelling errors.

3. Discuss the CAR Concept within the Resource Adequacy Strawman being developed by the PUCT Staff. This discussion was led by Eric Schubert from the PUCT Staff.  
a. Eric noted that the Resource Adequacy Strawman was being revised based on feedback received thru a series of workshops that staff had conducted. He indicated that those changes would be substantial.
b. One of the key components to the Resource Adequacy Strawman had been a proposal to provide a capacity adequacy backstop for ERCOT to use in case sufficient resources did not materialize as expected. This backstop consisted of a Capacity Adequacy Resource Contract that ERCOT would negotiate to insure reliable operation of the TX Electric Grid. 
c. The CAR contracts would be for no shorter than 90 days and no longer than 5 years. The shorter term contracts were intended to get us thru a Summer load season while the longer term ones would address a longer term shortfall.
d. Eric indicated that he envisioned some sort of competitive process for the CAR contracts either thru an RFP process or some type of auction.
e. He also indicated that several market participants had expressed concern that as written the strawman needed to clarify the criteria that would allow ERCOT to trigger the CAR contract mechanism. The primary concern is that ERCOT may be overly conservative in issuing these contracts.
f. Questions were raised about how the CAR Contracts related to RPRS. Eric explained that the CAR Contracts were designed to solve medium to long term capacity issues while the RPRS was designed to solve short term issues.
g. Eric indicated that PUCT Staff was still taking input for this proposed rule and that they would be supportive of load participation in this area. He expected that revisions to the Resource Adequacy Strawman would be out by November 17th and that we could expect to see the Proposed Rule published in the Texas Register some time by late November. Comments would then be due in January or early February of 2006 and the Rule would be in place by the end of the 1st Quarter of 2006.
4. Discussion on Proposed Load Participation Programs
a. Emergency Load Program Discussion
i. DSWG was given an assignment by WMS to investigate and propose Demand Side Solutions for resource inadequacy and short term fuel curtailment situations that would result in a Loss of Load Probability (LOLP) of once in ten years.
ii. Mark Patterson led a discussion on a proposed Emergency Load Program that had been developed by ERCOT staff (see presentation materials for the program outline). 

iii. Mark was asked if this program would preclude the use of back-up generators and he said no.
iv. Several of the market participants indicated that the methodology used to determine the baseline for the load response needed to be simplified when compared to the methods developed for BUL.

v. Questions were also raised about whether a voluntary program would accomplish the same result based on some recent studies done in other parts of the country.

vi. Several market participants felt that it was important to find a way for excess LaaR capacity to be used for a solution. These resources were willing, qualified and ready to help solve this problem and should be part of any solution.

vii. One of the market participants also suggested that it may be very difficult to administer this program if the customer was already participating in a voluntary load response program on a bilateral basis with their rep. This could result in a double payment to the customer for a load response that they were already committed to.

b. Long Term BUL Offers

i. This is an economic program that was brought forward by Jay Zarnikau from Frontier Associates (see presentation slides for a program outline)

ii. The program would create a standing offer for a longer period of time (one year or more) at a preset strike price, e.g. $2000 per MWh.

iii. Loads could be paid as bid or set a clearing price.

iv. This program would include some type of capacity payment that could be set at some fraction of the RRS price or based on avoided cost.
v. Another alternative would be to set a capacity payment that would be tied to the MCPE strike price (higher capacity price results in a lower MCPE price).

vi. Similar to the earlier discussion, the baseline and load response calculations need to be much simpler than the existing BUL program in order for customers to accept this approach.

vii. Jay said that there were some additional details that would have to be worked out for this type of program to move forward. These included—determining how much capacity would be purchased, how to set the capacity payment, development of penalties or treatment for customers who failed to respond as expected.
c. There was no clear consensus on which of these two approaches should be pursued. The group decided the DSWG leadership should present both approaches to WMS and look to them for further direction.
5. Discuss and prioritize top 5 items for DSWG to accomplish in 2005.
a. Mark Patterson and Ed Echols led a discussion on the DSWG Priorities for the remainder of the year. The priorities as presented to the group were:

i. Investigate and develop a solution to Day Ahead purchase of LaaR’s for the AS RRS Market.

ii. Investigate and propose demand side solutions for emergency fuel supply curtailments.

iii. Investigate and propose demand side solutions for a system wide loss of load event (1 in 10 years)

iv. Identify DS Programs at other ISO’s and compare to ERCOT Programs.

v. Develop procedures for existing Demand Side Programs to be included in the Reserve Adequacy Planning Process at ERCOT

vi. Modify Load Participation part of the ERCOT Internet Site.
b. The group consensus was that items ii and iii should be combined into one goal and as noted earlier for the group to wait for further direction from WMS. The group also felt that item v should be expanded to include the PUCT Resource Adequacy rulemaking currently underway. The group felt a new item should be added to look at how demand side resources will participate in the Nodal Market Design.  
6. Load Participation update—the latest Load Participation Update slides are posted to the meeting announcement for this meeting at: http://www.ercot.com/calendar/2005/10/20051011-DSWG.html
7. There being no further business to conduct, Ed Echols adjourned the meeting.
