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Demand Side Working Group
Meeting Notes 
December 9, 2005
ERCOT METCENTER
Scheduled for 9:30 – 3:30
Attendees:

	Name
	Company

	Lee Maguire (Phone)
	AEP

	Fred Young
	Air Liquide

	Leonard Stanfield
	Austin Energy

	Morgan Davies (Phone)
	Calpine

	Randy Jones (Phone)
	Calpine

	Manny Muñoz (Phone)
	CenterPoint Energy

	Mark Zimmerman (Phone)
	BP Gases

	Steve Knapp (Phone)
	Constellation Energy Commodities Group 

	Darryl McLamb (Phone)
	Constellation Energy Commodities Group 

	Bob Leech
	Constellation New Energy

	Malcolm Smith
	Energy Data Source

	Mark Patterson
	ERCOT

	Ted Hailu (Phone)
	ERCOT

	Nieves Lopez
	ERCOT

	Steve Krein
	ERCOT

	Mike Walker
	Exxon Mobil

	Russell Gray
	Exxon Mobil 

	Justin Oettweier
	Exxon Mobil

	David T. Lin
	Formosa Plastics

	Steve Isser
	Good Company Associates

	Scott Wardle
	Occidental

	Jeff Luna
	PUCT

	Floyd Trefny
	Reliant Energy

	Mary Anne Brelinsky (Vice-Chair)
	Reliant Energy

	Rick Keetch
	Reliant Energy

	Keith Emery (Phone)
	Tenaska Power Services

	John Lightbourn
	TXU Energy

	Randa Stephenson
	TXU Energy

	Alberto Martinez
	Xtend Energy


1. Antitrust Admonition— Mary Anne Brelinsky reviewed the Antitrust Admonition and reminded all meeting attendees of their responsibilities for participation in the meeting.

2. Mary Anne informed the group that Ed Echols was no longer with TXU and would not be attending the meeting. As Vice Chair of the DSWG, Mary Anne conducted the rest of this DSWG Meeting.

3. Agenda Review

4. RRS and LaaR Bidding Discussion

a. Mary Anne Brelinsky gave a high level overview of the issue and an update from the recent activity at WMS, PRS, and TAC.

i. PRR 619 was developed and introduced by the DSWG as a method of solving the problem of negative LaaR bids in the RRS market. After going through WMS and PRS, this PRR was presented to TAC for a vote and rejected at the November 3 TAC meeting. The issue was assigned to WMS to come up with a permanent solution.
ii. The issue was then discussed at the November 16th meeting for WMS. After a lengthy discussion, WMS passed a resolution to submit a PRR that would provide a temporary solution to this issue by providing a floor to RRS bids.  WMS assigned the DSWG with the responsibility for coming up with a long term solution to the problem. WMS also asked that the Credit Working Group look at the market’s exposure to credit risk that may result from negative bidding behavior.

b. The Credit Working Group met and discussed the negative bidding issue.

i. The CWG identified three options to deal with any potential risk the market might be exposed to:  Option 1 was to establish a floor of  negative $1000 per MW for RRS bids. Option 2 was to establish a floor of $0 per MW for RRS bids. Option 3 was to establish a credit limit for RRS bids based on the QSE’s creditworthiness.

ii. CWG decided on introducing a PRR that would establish a $0 floor since that approach would reduce the credit exposure.  The vote at CWG was 5 to 1 in favor of this approach. Since that meeting, CWG introduced PRR 646 with an urgent timeline that is currently going through the PRR review and approval process.

iii. DSWG members were polled to determine their opinion on this short term solution. The consensus was that establishing a floor for these bids was the better choice but that a floor should be set at negative $1000 per MW not at the $0 value.
c. Mark Patterson gave a presentation on the bid selection process for RRS and led a discussion on the issues associated with negative bidding and the prorating of LaaR awards. See the ERCOT posting for this meeting for copies of the presentation at: http://www.ercot.com/calendar/2005/12/20051209-DSWG.html.
d. Several market participants highlighted the fact that while the risk for non-performance is assigned to the QSE’s, in most cases the real risk has been transferred from the QSE to the end-user load resource.
e. Malcolm Smith gave a short presentation on the value of LaaR’s to the market in general. He also noted that market behavior of the generators also seems to show that some of them are also price takers. His analysis found that up to 20% of the generators are also price takers.

f. Discussion on Long Term Solutions. The discussion on long term market solutions focused on two basic approaches—one centered on credit/risk management solutions and one centered on making basic changes to the market structure. During this discussion the following alternatives were proposed: 

i. Change the credit provisions to revise the way short pay and uplift settlements are processed.
ii. Change the methodology currently in use for how credit risk is implemented going to a more proactive real time system as opposed to the current method which tends to be static and done after the fact.

iii. Impose credit requirements on individual resources rather than the QSE’s.
iv. Split the market to create two separate auction engines for LaaR’s and Generators with separate clearing prices and limits for each service.

v. Use a single auction engine but set two clearing prices, one for LaaR’s and one for Generators that provides the lowest cost to provide this service while still meeting the 50% limit requirements on LaaR’s and QSE’s.

vi. Continue to use the short term solution of using a floor price for bids.

g. Mary Anne suggested that DSWG form a special purpose task force to look at this issue and to complete the analysis and flesh out the details for a proposed solution. It was the group consensus that this team would need to include contributors from other market segments or the proposed solution would meet with the same result as the effort that produced PRR 619. The following individuals agreed to participate on that team: Malcolm Smith, Fred Young, Randy Jones, Eli Maldonado, Floyd Trefny, Roger Yott and John Lightbourn. Additional participation will need to be recruited to get this broad base of support for any solution. Mary Anne agreed to schedule a meeting for this group ASAP.

5. Mary Anne Brelinsky asked for nominations to lead the DSWG for 2006.
a. Mary Anne was nominated to serve as the Chair and her nomination was approved by the group.

b. Fred Young was nominated to serve as Vice Chair and likewise his nomination was approved by the group.

6. There being no further business, Mary Anne adjourned the meeting.

