Notes on the review of CMM Business Requirements 
The following are the notes on the review of Business Requirements for Nodal Credit Monitoring & Management (CMM) at the joint meeting of TPTF and the Credit Working Group (CWG) on the 11th of October 2006:

1. A presentation providing highlights of the Nodal Protocols, Business Requirements and the set of discussion topics needing resolution was made by ERCOT Credit Department.

2. The Highlights of the Nodal Protocols included the main difference between the zonal and nodal protocols 
3. The Highlights of the Business Requirements also included (a) Brief description of the major business processes, and (b) Specific highlight on the business process for Credit Exposure Monitoring that included: 

a. Calculation of credit exposure and collateral adequacy to be performed on Business Days---there was a lot of discussion on this point, centering around the fact that for weekends plus Monday, entities would have to have 3 days of available collateral to cover all activities as of the COB on Friday.
b. Available Credit Limit (ACL) to be calculated and sent to DAM & CRR on Business Days

c. The Timeline for calculation of ACL between 2 AM and 5 PM on a typical Business Day
4. After series of discussions among CWG, ERCOT and TPTF members, the following decisions were made by CWG on the discussion topics
a. Discussion Topic #1 Allocation of Available Credit Limit (ACL) to DAM & CRR – The group agreed to the proposal for assigning a specific dollar amount as credit limit to CRR Auction at the time of auction(as defined below).  Any remaining ACL will be assigned to the DAM. The group also approved the following concept by straw vote:
“Market Participant will communicate to ERCOT the credit limit it would like to establish for the CRR auction (the requested credit limit). ERCOT Credit will set the CRR credit limit at the lower of 90% (as stated in Protocols) of ACL or the MP requested credit limit 48 hours prior to the close of the CRR bid submission window (the lock down point). The MP can provide additional collateral to increase collateral to support the requested limit. If the MP ACL falls below ERCOT CRR credit limit after the lock down point; ERCOT will issue a collateral call to bring the ACL to the MPs assigned CRR auction credit limit. 

b. Discussion Topic #2 Allocation of Available Credit Limit (ACL) to multiple entities under one Counter-Party – The group agreed to the proposal earlier from TPTF to have the CMM send the ACL per Counter-Party to DAM/CRR.  Each of these auction engines will then be required to roll up the exposure from sub-QSEs or multiple CRR account holders (if there are more than one per Counter-Party) and validate against the credit limit at the Counter-Party level.  ERCOT noted that, per preliminary internal discussions, this should be feasible.
c. Discussion Topic #3 ERCOT’s Assumption on Real Time Liability (RTL) – The group agreed to ERCOT’s assumption that it intends to estimate the RTL using the specific components identified and other readily available estimated data but does not intend to fully estimate all liabilities. Reliant asked for all data upon which Counter parties are evaluated be specifically defined (in the Protocols) and presented to Counter Parties so that they understand the criteria upon which they are being evaluated.
Discussion Topic #4 Formula for AIL – The group discussed the nodal protocols [16.11.4.4] formula for AIL
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ERCOT is proposing to change this equation to the one below.
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The group did not unanimously support ERCOT’s proposed change.  Reliant noted that an NPRR through the normal process would be required to effect this change---both in the Nodal Protocols and in the Nodal Credit Business Requirements document.

d. Discussion Topic #5 Future Credit Exposure – Weighting Factors – The group agreed to build the CMM system so that weighting factors may be customized for the month for which CRRs apply.

e. Discussion Topic #6 ERCOT’s assumption on TOBLV, TOPTV, and TCRRV – The group agreed to propose changes in the nodal protocols to clarify these parameter references to “Today’s most recent value” instead of “Today’s value”.

f. Discussion Topic #7 Protocol language for FCEFGR – The group agreed to propose changes in the nodal protocols to rename the terms TCRRV, FDCRRV, PMCRRV to TFGRV, FDFGRV and PMFGRV.

g. Discussion Topic #8 Transfer of bilateral CRRs and credit requirements – The group asked ERCOT to automate the process as much as possible.  The discussion included automatic processing of smaller dollar transaction (without credit staff review) with some level of credit staff review of larger dollar transactions.  

5. The following steps will be followed for making changes and future additions to the Business Requirements:

a. In case of any discrepancy between the protocol and requirement, both the protocol language and the proposed change in protocol language will be provided with a note to indicate difference. 
b. The Business Requirement version 0.91, 9/20/06 sent out by ERCOT will be the base document. If ERCOT staff needs to make changes to this version for errors or modification or additions, they would be presented as ERCOT’s comments on the base document.
c. All comments along with ERCOT responses will be compiled and presented to the TPTF in their meeting on October 24-26, 2006.  A copy of this document will also be sent out to the CWG.
6. A brief review of the Automated Credit Tool was presented.

7. A brief update on Credit Insurance Status was provided.
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