[image: image1.png]ERCOT

THE TEXAS CONNECTION





Draft  

8/10/2004

 DATE \@ "M/d/yyyy" 8/10/2004

 TIME \@ "h:mm am/pm" 2:59 PM

8/10/2004  2:59 PM

          The Electric Reliability Council of Texas, Inc.

ERCOT Credit Work Group Charter

I. Purpose and Authority

The Electric Reliability Council of Texas, Inc (ERCOT) Board of Directors established the ERCOT Credit Work Group (CWG) as a  group of credit professionals to help ensure that appropriate procedures are implemented to mitigate credit risk in the ERCOT Region in a manner that is fair and equitable to all market participants.

The CWG will review all sections of the ERCOT Protocols that impact creditworthiness requirements or collateral calculation and provide recommendations to the Finance and Audit Committee of the Board. When possible, the CWG will provide comments to ERCOT TAC subcommittees when Protocol Revision Requests (PRRs) or other actions have credit implications. 

II. Reporting Relationships

· The CWG reports to the Finance and Audit Committee of the Board.

III. ERCOT Credit Work Group Functions

The functions of the work group include, but are not limited to: 

· Providing policy input to PRRs that impact credit 

· Providing input to the Creditworthiness Standards 

In addition, the group may, from time to time, make recommendations to existing or proposed systems, projects, plans, Protocols and policies and procedures of the Company impacting credit issues. 

The CWG shall not engage in any activities that are in conflict with or that violate ERCOT’s Protocols and/or Ethics Agreement.

The CWG will at all times comply with the Antitrust Guidelines for Members of ERCOT Committees, Subcommittees and Working Groups.

The CWG shall not have direct responsibility or authority over ERCOT staff. Although the CWG will recommend courses of action, the responsibility for implementation of policy or procedures shall rest with ERCOT Staff.

In carrying out its responsibilities, the CWG shall be guided by industry best practices. 

IV. Credit Work Group Administration

The Chairman of the CWG will be nominated annually by the membership of the CWG and confirmed by vote of the Finance and Audit Committee in March of each year.

The CWG will meet at least quarterly to review credit policy. In addition, they will meet as needed to address issues as they arise or Protocol revisions as they are proposed or needed. All meetings will be posted on the ERCOT website and are open for interested parties to attend and participate in discussions.

Each Market Participant may but is not required to have one designated voting member on the CWG. The Market Participant may appoint an alternate for the designated voting member. Any member of the CWG must meet the qualifications as identified on the attached Qualifications Guidelines for Credit Work Group Membership. The Finance and Audit Committee will review the requirements for membership in the CWG annually.

Each member of the Committee shall have one vote.

While the CWG will provide a recommendation based on the majority view of the CWG to the appropriate committee, any dissenting party shall have the right to present its view to the same committee if they choose to do so.

All votes shall be made at the time of the meeting by a representative of the member’s company or by proxy by another member. If the vote is going to be made by proxy, the member must ensure that the appropriate  ERCOT staff has received the proxy by electronic written communication prior to the meeting. 

The Chairman of the CWG will report at least semi-annually to the Finance and Audit committee as to the state of credit policy within ERCOT. In addition the Chairman of the CWG will notify the Chairman of the Finance and Audit Committee of significant issues as they arise.

This Charter will be reviewed and ratified at least annually by the Finance and Audit Committee.

V. Additional Questions on the ERCOT Credit Work Group
For additional questions on ERCOT’s Credit Work Group and creditworthiness requirements, please contact the ERCOT Credit Manager, Vanessa Spells at (512) 225-7014 or by email at vspells@ercot.com.

Qualification Guidelines for Credit Work Group Membership

CWG members must be employees of a corporate member of ERCOT in good standing and be actively engaged in or responsible for the credit activities of such corporate member. Each corporate member is limited to one voting CWG member.

CWG members must have experience in at least one or more of these fields: 

· Risk management (preferably credit risk management)

· Credit management and analysis

· Development and/or execution of credit risk policies and procedures

· Establishment and control of credit limits and terms

· Administration of debt-repayment plans

· Finance and/or loan administration

· Credit ratings analysis

· Commercial credit analysis

· Financial analysis

CWG members must be active participants on the CWG.
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