DRAFT
Minutes of the Special Protocol Revision Subcommittee (PRS) Meeting

ERCOT Austin – 7620 Metro Center Drive – Austin, Texas 78744

Tuesday, January 26, 2010 – 9:30am
Attendance
Members:

	Durrwachter, Henry
	Luminant
	

	Greer, Clayton
	Morgan Stanley
	

	Morris, Sandy
	LCRA
	

	Ögelman, Kenan
	CPS Energy
	

	Wardle, Scott
	Occidental Chemical Corporation
	


Guests:

	Belk, Brad
	LCRA
	

	Blackburn, Don
	Luminant
	

	Brandt, Adrianne
	Austin Energy
	

	Burke, Tom
	Luminant
	

	Comstock, Read
	Direct Energy
	

	Goff, Eric
	Reliant
	

	Harrell, Patty
	DC Energy
	Via Teleconference

	McMurray, Mark
	Direct Energy
	

	McPhee, Eileen
	City of Eastland
	

	Seymour, Cesar
	Suez
	

	Siddiqi, Shams
	Crescent Power
	Via Teleconference

	Stephenson, Randa
	Luminant
	

	Stewart, Roger
	LCRA
	

	Trout, Seth
	Customized Energy Solutions
	


ERCOT Staff:

	Albracht, Brittney
	
	

	Anderson, Troy
	
	

	Hobbs, Kristi
	
	

	Moorty, Sai
	
	

	Patterson, Mark
	
	Via Teleconference

	Tindall, Sandra
	
	

	Yager, Cheryl
	
	


Unless otherwise indicated, all Market Segments were present for a vote.
PRS Chair Sandy Morris called the meeting to order at 9:38 a.m.
Antitrust Admonition
Ms. Morris directed attention to the Antitrust Admonition, which was displayed.  A copy of the Antitrust Guidelines was available for review.  
Establishment of Emergency Condition Pursuant to TAC Procedures Section IV.D./Waive Voting Notice
Henry Durrwachter moved to declare an emergency condition pursuant to TAC Procedures and waive notice of vote in order to consider Nodal Protocol Revision Request (NPRR) 206, Nodal Market Day-Ahead Market Credit Requirements.  Clayton Greer seconded the motion.  The motion carried unanimously.
NPRR206

Randa Stephenson reminded Market Participants that approximately one year ago, Luminant brought forward concerns regarding the over-collateralization of the Day Ahead Market (DAM); that work on the issue ceased due to delays in the Nodal project, but that discussions resumed in September 2009; and that the ERCOT Nodal team is now in the process of programming the Nodal credit system.  Ms. Stephenson added that the effort is only to reduce credit requirements in the DAM, to collateralize risks without harming participants in the DAM.  

Ms. Stephenson noted that three proposals to reduce the potential over-collateralization of the DAM had been submitted.  Cheryl Yager added that ERCOT Staff did not have the opportunity to fully review the Market Credit Working Group (MCWG) proposal, but that an initial review indicates that the MCWG proposal is too complicated and not implementable in time for the Texas Nodal Market Implementation Date (TNMID).  Mr. Greer recommended that Market Participants focus on proposals that may be implemented in time for Nodal market opening; Kenan Ögelman countered that some proposals over-collateralize the DAM, while other proposals under-collateralize the DAM, and contended that stakeholders’ hands would be tied should any proposal be prematurely removed from the table.
Shams Siddiqi opined that the late proposal offered by ERCOT Staff would not function, as Market Participants removed after the first run of the DAM would result in a different outcome in a second running.  Market Participants discussed whether all Qualified Scheduling Entities (QSEs) associated with a Counter Party would be removed; that one method might result in a large number of virtual offers and bids and would choke the DAM; that the DAM requires a significant amount of time to run; and that the DAM uses complicated optimization software and might not be able to be run multiple times in a day.  
Ms. Stephenson opined that transactions would decrease; that Entities would be forced to better manage their credit; that the current Protocols might also force a large Entity out of the DAM; and that the argument that the method would force the market to clear higher is invalid.  Market Participants suggested that combining elements of the Reliant Energy Services proposal with the ERCOT proposal might yield the desired result.

Mr. Goff offered that the 01/26/10 Reliant Energy Services comments might serve as a starting place and that he would be open to any amendments that captured the sentiment of higher- versus lower-risk Entities.  Market Participants discussed that ERCOT estimates that the systems for the proposal are implementable.  
In debating the three options, Market Participants discussed the potential for unintended consequences that might result by combining options; implications to bilateral trades; and that forms of credit might be considered in determining an Entity’s level of risk, as well as types of activities in which Entities engage.  
In reviewing Luminant’s DAM Credit Requirements NPRR presentation, Market Participants debated the possibility that pricing might not be indicative of the collateral actually required for a particular day and that credits might be inappropriately given; that history is not indicator of the future and that basing exposure on the historical 30-day difference between the DAM and Real-Time prices would be inaccurate; and that in the effort to make the market efficient, all risk cannot be eliminated without stifling the market with heavy over-collateralization.  
Market Participants discussed that the current Protocols use netting, but that the method consumes significant time; that running totals of possible reductions to be implemented upon a bid being inserted into the system might be a workable solution; and the differences between netting point-to-point in the DAM versus transactional risks between the Real-Time and DAM.  Market Participants also discussed that the “e” factor requires ERCOT to be subjective; that QSEs with two separate customers might have exposure from each customer, but that the QSE bears netted exposure; and that no proposal addresses all concerns.  
Market Participants offered language revisions to the 01/26/10 Reliant Energy Services comments.  Ms. Morris reminded Market Participants of the goal to advance a proposal to TAC, allowing a full week for additional review and comment.

Ms. Stephenson moved to recommend approval of NPRR206 as amended by the 01/26/10 Reliant Energy Services comments and as revised by PRS and to forward NPRR206 to TAC.  Mr. Goff seconded the motion.  Ms. Stephenson encouraged Market Participants to submit comments to further address the “e” factor.  Mr. Ögelman stated that the motion is an effort to advance the design, expressed hope that netting would prove feasible, and added that he is not in complete agreement with the premise that the collateral requirements should be relaxed.  The motion carried with one objection from the Consumer Market Segment.  
Ms. Morris opined that additional meetings regarding NPRR206 might be held before the February 4, 2010 TAC meeting and encouraged Market Participants to file comments through the established Revision Request process.  Mr. Goff added that, if possible, feedback from ERCOT as to the viability of netting would be appreciated.  Ms. Yager answered that some additional information regarding netting might be available by the February 4, 2010 TAC meeting, though might not be available in time for response comments from Market Participants.  
Adjournment

Ms. Morris adjourned the meeting at 2:15 p.m.
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