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MEMO

	Date:
	May 13, 2003



	To:
	ERCOT Board of Directors

	From:
	

	Subject:

	Resolution Regarding Relaxed Balanced Schedules


Issue for the ERCOT Board of Directors

	ERCOT Board of Director Meeting Date: May 20, 2003
Agenda Item No.10: Resolution Regarding Relaxed Balanced Schedules


	Issue: 
Should the Board revise its March 2003 action related to QSEs reliance on relaxed balanced schedules?



	Background/History: 
In its March 2003 meeting, the Board passed a resolution stating that each QSE shall schedule at least 90% of its Load obligation, on a daily average, with bilaterally contracted or self-provided energy and not by relying upon Balancing Energy from ERCOT, until credit issues related to relaxed Balanced Schedules are reconsidered by the ERCOT Board of Directors.  



	Key Factors Influencing Issue: 
At least one market participant feels that a different resolution is preferred, and initiated this proposal in response to the Board’s March 2003 resolution.  The Credit Workgroup of the Finance & Audit Committee has requested the Finance & Audit Committee to favorably consider recommending the attached resolution to the Board for adoption.



	Alternatives: 

After considering the Finance & Audit Committee’s recommendation, if any:

1. Take no action.

2. Adopt the attached resolution.

3. Take such other action, as the Board may deem appropriate.



	Conclusion/Recommendation: 
ERCOT Staff has no recommendation.  The Finance & Audit Committee has not yet acted on the proposal.




RESOLUTION

Whereas, recent events have shown that the calculation of EAL in Section 16.2.7.2 of the protocols, under certain circumstances, might expose ERCOT to greater credit risk than is acceptable;

Whereas, the Board acknowledges that such an unsecured financial risk to the ERCOT market could place ERCOT’s operational reliability at risk; 

Whereas, the Board of Directors directed a review and revision of ERCOT’s collateral requirements to reduce credit risk and ensure that more appropriate credit standards are adopted;  

Whereas the Credit Working Group has not yet completed its review or issued a recommendation to revise collateral requirements;

Whereas ERCOT must limit its unsecured financial exposure to purchasers of Balancing Energy and Ancillary Services while the credit working group is completing its review;

Therefore, it is RESOLVED that the ERCOT Board of Directors rescinds the limitation on relaxed balanced schedules adopted at the March 2003 Board Meeting and adopts in its stead the following resolution.

It is further RESOLVED that the ERCOT Board of Directors directs ERCOT Staff to require that a QSE notify ERCOT Staff and provide appropriate collateral in advance, in the event that the QSE anticipates purchasing greater than 10% of its daily average load from the balancing energy market;

It is further RESOLVED that the ERCOT Board of Directors directs ERCOT Staff, under Section 16.2.7.2 of the protocols, to calculate and require a reasonable level of additional credit from any Entity that purchases or plans to purchase, more than 10% of its daily average load from the Balancing Energy Market;

It is further RESOLVED that the ERCOT Board of Directors directs ERCOT staff to consider any failure to comply with ERCOT’s credit provisions as a violation of the protocols and the ERCOT Operating Agreement and to invoke as appropriate any and all necessary remedies available.
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