Date: July 10, 2012

To: ERCOT Board of Directors
From: Kenan Ogelman, Technical Advisory Committee (TAC) Chair
Subject: Revision Requests with Opposing Votes

Issue for the ERCOT Board of Directors

ERCOT Board of Directors (ERCOT Board) Meeting Date: July 17, 2012

Agenda Tab No.: 8.1

Issue:

Consideration of the following Revision Requests for approval by TAC (which had opposing
votes recorded):

e NPRRA416, Removal of the RUC Clawback Charge for Resources Other than RMR
Units

e NPRR459, Better Matching Forward Collateralization with Forward Risk in the Real-
Time Market — URGENT

o NPRRA469, Modifications to CCTs — URGENT

Background/History:

Unless otherwise noted: (i) all Market Segments were present for each vote and (ii)
ERCOT Credit Staff and the Credit Work Group (Credit WG) have reviewed the revision

req

uest and do not believe it requires changes to credit monitoring activity or the

calculation of liability.

NPRR416, Creation of the RUC Resource Buyback Provision (formerly “Removal of the
RUC Clawback Charge for Resources Other than RMR Units”) [Exelon/Calpine].
Revision Description: This NPRR adds a buyback provision for Resources committed by
ERCOT’s Reliability Unit Commitment (RUC) process that allows all RUC Clawback
Charges associated with the RUC commitment to be waived and RUC Make-Whole
Payments to be forfeited.

Proposed Effective Date: Upon System Implementation — Priority 2012; Rank 365
ERCOT Impact Analysis: $225k — $250k; no impacts to ERCOT staffing; impacts to
Market Management System User Interface (MMS Ul), Energy Management System
(EMS), Market Management System (MMS), Settlements and Billing (S&B), Commercial
Systems Integration (CSI), Enterprise Information Services (EIS), and Enterprise
Integration (EIP), Market Information System (MIS), and Current Day Records (CDR);
ERCOT business functions will be updated; no impacts to ERCOT grid operations and
practices.

ERCOT Opinion: ERCOT supports approval of NPRR416 as it helps Resource owners
manage financial risk.

TAC Decision: On 6/28/12, TAC voted to recommend approval of NPRR416 as
recommended by PRS in the 6/21/12 PRS Report and as revised by TAC. There was one
opposing vote from the Consumer Market Segment and five abstentions from the
Independent Retail Electric Provider (IREP) (2) and Consumer (3) Market Segments.
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e NPRR459, Better Matching Forward Collateralization with Forward Risk in the Real-
Time Market [NRG] - URGENT.
Revision Description: In order to help manage the seasonal nature of the ERCOT market,
this NPRR adds a seasonal adjustment factor to raise and lower collateral requirements
throughout the year. In addition, this NPRR also recommends that ERCOT only review the
last 40 days of history instead of the last 60 days when determining credit requirements.
Proposed Effective Date: August 1, 2012
ERCOT Impact Analysis: No budgetary impact; no impacts to ERCOT staffing; minor
configuration changes to ERCOT Credit Management Module (CMM); ERCOT business
functions will be updated; no impacts to ERCOT grid operations and practices.
ERCOT Opinion: ERCOT supports NPRR459 as it better matches short term collateral
with short term risks.
TAC Decision: On 7/9/12, TAC voted to recommend approval of NPRR459 as amended
by the 7/9/12 ERCOT comments and as revised by TAC. There was one opposing vote
from the Cooperative Market Segment and two abstentions from the Consumer and
Municipal Market Segments. See 6/27/12 Credit WG comments.

e NPRR469, Modifications to CCTs [Edison Mission Marketing & Trading (at the direction
of WMS)] - URGENT.
Revision Description: This NPRR proposes changes to the Constraint Competitiveness
Tests (CCTys) to resolve the issues with the current design.
Proposed Effective Date: Upon system implementation — Priority 2012; Rank 760
ERCOT Impact Analysis: $50k - $85k; no impacts to ERCOT staffing; impacts to MMS
and MIS; ERCOT business functions will be updated; no impacts to ERCOT grid operations
and practices.
ERCOT Opinion: ERCOT supports approval of NPRR469 as it improves the process for
determining Competitive Constraints and non-Competitive Constraints.
TAC Decision: On 6/28/12, TAC voted via roll call vote to recommend approval of
NPRR469 as recommended by PRS in the 6/21/12 PRS Report and as revised by TAC with
a recommended priority of 2012 and rank of 760. There were two opposing votes from the
Independent Generator Market Segment and four abstentions from the Consumer, IREP and
Independent Power Marketer (IPM) (2) Market Segments.

The TAC Report and Impact Analysis for NPRRs 416, 459, and 469 are included in the ERCOT
Board meeting materials which can found at the following link:

http://www.ercot.com/calendar/2012/06/20120619-BOD

In addition, NPRRs 416, 459, and 469 and supporting materials are posted on the ERCOT
website at the following link:

http://www.ercot.com/mktrules/nprotocols/nprr

Key Factors Influencing Issue:
The PRS met, discussed the issues, and submitted a report to TAC regarding NPRRs 416, 459,
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http://www.ercot.com/calendar/2012/06/20120619-BOD
http://www.ercot.com/mktrules/nprotocols/nprr

and 469 as described herein.

TAC considered the issues and voted to take action on NPRRs 416, 459, and 469 as described
above.

Conclusion/Recommendation:
As more specifically described above, TAC recommends that the ERCOT Board NPRRs 416,
459, and 469 as described herein.
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ELECTRIC RELIABILITY COUNCIL OF TEXAS, INC.
BOARD OF DIRECTORS RESOLUTION

WHEREAS, the Electric Reliability Council of Texas, Inc. (ERCOT) Board of Directors (Board)
deems it desirable and in ERCOT’s best interest to approve the following NPRRs:

NPRR416 Creation of the RUC Resource Buyback Provision
NPRR459, Better Matching Forward Collateralization with Forward Risk in the Real-

Time Market — URGENT
NPRR469, Modifications to CCTs — URGENT

THEREFORE be it RESOLVED, that the ERCOT Board hereby approves NPRRs 416, 459, and

4609.
CORPORATE SECRETARY'S CERTIFICATE

I, Vickie G. Leady, Assistant Corporate Secretary of ERCOT, do hereby certify that, at its July
17, 2012 meeting, the ERCOT Board passed a motion approving the above Resolution by

IN WITNESS WHEREOF, | have hereunto set my hand this day of July, 2012.

Vickie G. Leady
Assistant Corporate Secretary
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