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Demand Side Working Group
Meeting Notes 
May 5, 2006
ERCOT METCENTER
Scheduled for 9:30 – 3:30
Attendees:
	Name
	Company

	Roger Yott (Phone)
	Air Products

	Kyle Minnix
	Brazos Electric Coop

	Manny Munoz (Phone)
	CenterPoint Energy

	Mark Smith
	Chaparral Steel

	Beth Lumgair
	Constellation New Energy

	Matt Smith
	Constellation New Energy

	Clayton Greer
	Constellation Power

	Malcolm Smith
	Energy Data Source

	Mark Patterson
	ERCOT

	Steve Krein
	ERCOT

	Mike Walker
	Exxon Mobil

	Jay Zarnikau
	Frontier Associates

	Steve Isser
	Good Company Associates

	David Power
	Good Company Associates

	Brad Belk (WMS Chair)
	LCRA

	Nelson Nease
	Nucor Steel

	Scott Wardle
	Occidental

	Tim Bowling
	Reliant Energy

	Floyd Trefny
	Reliant Energy

	Mary Anne Brelinsky (DSWG Chair)
	Reliant Energy

	Rick Keetch
	Reliant Energy

	Keith Emery
	Tenaska

	Don Jones
	TIEC

	Tammy Cooper
	TIEC


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

2 Agenda was reviewed.

3 The review of notes from the January 26, 2006 meeting was not taken up.
4 Mary Anne led a review of the Goals for the Working Group for 2006.  It was noted:  

i. One item, a review of the PUCT’s proposed Resource Adequacy Rule, was completed.  This review led to the development of “unofficial” comments to the Commission by a group of parties active in the Working Group.  These comments were not officially endorsed by the Working Group.
ii. A demand reduction program to address a “one in ten year event” has been presented to the Wholesale Market Subcommittee (WMS).  It is anticipated that WMS may want some further analysis and development of this proposal.  Consequently, it may be premature to consider this task completely finished.  In particular, there may be a need to re-visit whether a one in ten year event should be the appropriate trigger for such a program.  It was noted that ERCOT’s reliability problems rarely coincide with periods of high loss-of-load expected values and one in ten year events.

iii. The goal of analyzing the impacts of the implementation of the nodal market structure on price-response and demand-side programs is on hold.  The Commission has announced its intentions to further develop demand response opportunities under the nodal market structure, but had made no actual progress in this area.  Since the Commission’s rules may change, it may be premature to analyze this topic. 
iv. Mary Anne reported that she had completed updates to the “LaaRs and BULs for Dummies” document.  This will be sent to the Working Group to solicit any further comments before it is re-posted on the ERCOT web site.
5 Mary Anne updated the group on the latest status of Protocol Revision Requests (PRRs) to implement a long-term solution to problems associated with offers submitted by Loads Acting as Resources (LaaRs) into the market for Responsive Reserve Service (RRS).  Prior to the implementation of the short-term solution (the prohibition on negative offers), many LaaRs were submitting large negative offers to provide RRS to ensure that their offers would be “struck” and they would be selected to provide the service and receive the market-clearing price of capacity or MCPC (which is typically a small positive number, set by offers from generators).  If a negative offer ever actually set the market-clearing price, then suppliers of RRS would be obligated to pay potentially large amounts of money to the market, causing credit concerns.  WMS continues to consider two of the options earlier suggested by the DemandSideWG:   

i. Eliminate the sunset provisions on the temporary solution and simply prohibit negative offers.

ii. Establish a single RRS bid stack with separate MCPCs for LaaRs and generators.  LaaRs would be paid the LaaR MCPC, and generators would receive the generator MCPC.  Load-Serving Entities would pay an average of the two MCPCs for RRS procured by ERCOT on their behalf.

At the May 17th WMS meeting, a vote will be requested on this item.  Brad Belk questioned whether the estimated $.5 million cost of implementing the calculation of separate MCPCs for LaaRs and generators could be reduced or eliminated if this solution was implemented as a part of the nodal market implementation.    

6 April 17th Update.  The deployment of over 1,300 MW of LaaRs during the emergency certainly helped ERCOT maintain reliability and reduced the need for rolling blackouts.  However, the response of some of the LaaRs to deployment instructions was slow.  18 minutes following curtailment instructions, 95% of the LaaR quantity which was self-arranged or selected through the day-ahead market to provide operating reserves were finally deployed.  Per Protocol requirements, this quantity of demand reduction should have been available within 10 minutes.  Further, some LaaRs were slow to recover (that is, resume their operations and increase demand to their scheduled load levels).  In total, six QSEs appeared to have gone out of compliance with Protocol requirements in these areas.  ERCOT staff is considering actions against QSE who failed to comply, which may lead to the disqualification of some LaaRs.  Manny suggested that we may want to consider the establishment of a new service with a longer deployment time for LaaRs that cannot respond within 10 minutes.  Prior to restructuring, some utilities (e.g., Houston Lighting and Power Company) had interruptible tariffs with different notification times (e.g., IS-I, IS-10, and IS-30).  Mark Patterson suggested that “blind” tests may need to be performed to determine the actual deployment times for LaaRs.  A “one strike and you are out” standard may be considered.  After the emergency event, offers to provide RRS by LaaRs fell below 1,000 MW, prompting some concern over whether a quantity of 1,150 MW should continue to be used for planning reserve margin purposes.  Keith Emery cautioned the group against jumping to conclusions about the post-event offer patterns until further data was collected.     
7 Deployment of LaaRs under emergency conditions (EECPs).  In future emergencies (and perhaps under the nodal market structure), there may be an interest in deploying half of the LaaRs under an EECP Step 2, and the other half if a Step 3 is reached.  If this change is made, then a scheme will be needed to determine which half will be deployed first.  One option is random selection of the LaaRs to be deployed first.  A second option would be to deploy the LaaRs at higher-cost nodes first, which might result in an overall reduction in market costs.  Jay Zarnikau favored deploying LaaRs at the higher-cost nodes first, while most of group favored random selection.
8 Resource Adequacy Update.  The Commission has not yet taken action on its proposed resource adequacy rule in and Emergency Load Response program which is described within that rule.

9 Tiered Frequency Response program.  Mark Smith described the proposal for rulemaking before the PUCT sponsored by the Steel Mill Coalition to establish a new reliability service and demand-side program in ERCOT.  Under the proposal, participating loads would be interrupted in response to frequency deviations via under-frequency relays at higher frequency settings than today’s LaaRs providing RRS.  In addition, the participating loads could be curtailed by ERCOT during system emergencies.  Some questions were raised about the potential cost of the new program and how the benefits might be valued.
10 Rick Keetch described how PRR 665 will remove problems with the calculation of scheduling control errors (SCEs) after the deployment of a LaaR providing RRS.  The ERCOT staff is exploring any ill effects caused by possible generator actions to correct for SCEs due to the absence of instructions during manual deployments of LaaRs.

11 Load Participation Update.  Steve Krein reviewed market statistics.  While the growth in loads qualified at LaaRs is beginning to level off, a few additions are still in process.  We presently have 102 qualified LaaRs.
12 Other Items.  Reliant announced its intention to sponsor a PRR to address situations where generation and LaaRs are behind the same meter.  Malcolm asked whether there are any initiatives to permit LaaRs to provide Replacement Capacity once again, and Mark responded that no one had expressed an interest in providing Replacement but would be pleased to work on re-allowing LaaRs into that market if Malcolm would bring them one.

13 There being no further business to conduct, Mary Anne adjourned the meeting.
