Meeting Notes for 2/11 VCWG Meeting
Emissions discussion
· NOX rules are back in place on the federal level

· It may take up to 3 years to revise the CAIR rule

For NOX 

· program based on SB7 – same as before

· Currently NOX pricing mechanism is only available for non attainment areas in Texas.
SO2 – federal acid rain and CAIR RULE
Pricing for CAIR

SO2 and NOx associated with CAIR

Enviro weeks provides weekly market pricing in $/ton for bids and offer
Sep 08 WMS approved the NOx for Texas
Difference between acid rain and cair

For now the cair program is just NOX but SO2 should be implemented this year
In TX, allowances have already been allocated.  May be surrendered at end of year; annual allowances –nationwide

. CAIR is not nationwide just 29 states, but TX is included and applies for any fossil fuel plant

How are allowances retired – not sure; CAIR for NOx just became effective in Jan 09 and already trading; currently prices are approx under $3000/ton

· need to draft language for the CAIR program to add to the VC Manual (Randa S. from Luminant will lead effort)
· Randa/Heddie will schedule a conference call before the April VCWG meeting to develop language for the VC Manual
NPRR168 update 

· NPRR168 (fuel from BC to LSL) tabled at PRS until TPTF (or designee) makes a recommendation on how to best address the issue of including all of the fuel from BC to LSL into the Startup cost.
Notes from Jan 13 TPTF Meeting

NPRR168, Verifiable Costs General Corrections (See Key Documents) 

Mr. Gonzalez and Mr. Ragsdale discussed NPRR168 as recently remanded by PRS on December 18, 2008. After discussing the NPRR168, which allows for refinements to the fuel costs calculated in the Reliability Unit Commitment (RUC) guarantee, TPTF concurred with the general need to accommodate fuel costs at varying heat rates but recommended further review of the associated settlement formulas to ensure that no significant overpays or underpays will occur if NPRR168 is approved. 

TPTF tabled NPRR168 and assigned it to the Quick Response Work Group (QRWG) for resolution. Mr. Gonzalez and Mr. Ragsdale took an action item to support the initial QRWG discussion with illustrative examples of how the settlement formulas currently defined in the Nodal Protocols account for fuel costs when making units whole. 

· The Quick Start Working Group will set up a conference call next week before the next TPTF.
· Ercot will work with Bob Spangler and post to TPTF/WMS explorer list servers a proposal, including sample calculations of Make-whole payments for different scenarios.
NPRR 167 QSE vs Resources submitting VC
· Reliant is concerned with QSE costs being part of the VC when Resource submits VC.  ERCOT commented that regardless of who submits VC, QSE costs are not acceptable cost categories in VC.

· Kenan argued that MPs that want this NPRR need to be at PRS in support of this Protocol Revision.  Kenan also stated that another NPRR was rejected because half the time information was coming from QSEs while other times from Resource entities – need to address this 

· Reliant suggested that a potential solution is for parties (QSE and Resources) to contract among themselves to mitigate the “confidentially” issue. 

· Someone argued that Reliant’s proposal would lead to a “potential contractual “mess”” if market adopted it. 
· If QSEs asks ERCOT for the Resource’s VC data, will ERCOT have to provide it?  Do the Protocols need to spell out who has the responsibility to provide the data if allowed?
· Ino Gonzalez stated that he believes that the Protocols do not allow ERCOT to disclose confidential information to the QSE when the Resource Entity submits VC and that this data is treated as confidential information under the existing Protocols.

NPRR for Modification of FIP and WMS Requirement
· A.  Write a NPRR for option 1 and submit to WMS for endorsement

· B.   VCWG provide education how settlement would work for option 1
· C.   VCWG recommendation on Option 2 (the pros and cons of the deadband)
· VCWG provide education how settlement would work with deadband
· ERCOT to update the Fuel Price analysis as previously done last year and now to capture the 20% range.
At next March VCWG meeting group will discuss the following:

1. NPRR for option 1: a)  cost added to make-whole payment, b)  cost uplifted to LRS

2. Discuss language for deadband

3. VCWG will present to March WMS whatever language recommendation prepared by the VCWG on the March meeting.
4. Fuel Price Analysis updated by ERCOT to include a 20% range.  Similar analysis was done on June 27, 2008 and posted on the VCWG meeting for this date.
NPRR for RUC Cancellations  

· Possible alternatives to mitigate this problem include:

a. treat RUC cancellation same as de-commitment

b. treat RUC cancellation same as forced outage, or 

c. treat different

· How to address the cost of fuel if RUC brings the unit online for 10 hours?  Is the startup payment sufficient to cover the cost of fuel?  Some MPs believe that a startup payment is sufficient while other disagree.  No consensus.
· Ideal process is for all of the supply side to offer into DAM

· MPs agree that Resources should not lose money.  
· Agreed that RUC commitments and then RUC cancellations are not the same as RUC de-commitments.

· A de-commitment process in the current Nodal Protocols is only due to a transmission constraint.  
· Some argued that if the QSE commits a unit and then ERCOT cancels it, it was the choice of the Resource and therefore should not get additional compensation above the startup cost-similar to RUC de-commitment.
· Currently, if ERCOT cancels a RUC committed resource, ERCOT does not pay anything.  Does this need to be reviewed?  Are there scenarios where the Resource may lose money? 
Things to take to WMS

1. Address the current treatment of RUC cancellations
a. protocols are silent

b. no payment

2. VCWG identified a gap in the Protocols – treatment of a RUC committed resource (not QSE committed for any hours of the day) that never reaches BC and receives a RUC cancellation.  
· Should these “real” costs be addressed in Protocols?
· Should VCWG continue addressing/discussing this issue?

· Assuming WMS recommends some compensation, is the startup offer sufficient or actual costs? In the “forced-outage of a RUC event, the QSE gets the lower of actual costs (fuel and O&M) and the startup offer.
· Is WMS the “right” body to address these issues?
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