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Attendance

	Independent Retail Electric Providers
	Peter J. Karculias  – Cirro Energy

Amanda List – Strategic Energy

Hadijat Balogan – Tara Energy

Patrick Meyers – Tara Energy

Mandy Gregg – Aces Power



	Independent Power Marketers
	Kelly Minear – BP Energy

Phil Priolo – Exelon Generation Company 

Michael Erbrick – EPIC Merchant Energy

Clayton Greer – J. Aron & Company

Patty Harrell – DC Energy



	Independent Generators
	Morgan Davies – Calpine

Nithya Venkatesan – NRG 

Jane Wilhite – SUEZ Energy North America Inc



	Investor Owned Utilities
	Laura Seeberg – AEP Corporation

Tom Burke – Luminant



	Municipals
	Tamila Nikazm – Austin Energy

Lee Starr – Bryan Texas Utilities (BTU)

Domingo Villareal – San Antonio City Public Service 



	Cooperatives
	Khaki Bordovsky – Brazos Electric Power Cooperative

Richard Ramirez – Lower Colorado River Authority 

 

	Others
	Sylvia Shiroyama


	ERCOT Staff
	Cheryl Yager

Vanessa Spells

Rizaldy Zapanta

Suresh Pabbissetty



Amanda List called the meeting to order at 9:00 am.
PRRs/NPRRs
The group reviewed the following NPRRs for credit implications.  
NPRR 114
Section 11, Synchronization of Zonal Protocols
NPRR 127
Section 22 Attachments A, I, J & M, Synchronization of Zonal Protocols

NPRR 128
Combined Cycle Power Blocks with Multiple Voltage Interconnections

NPRR 131
Ancillary Service Trades with ERCOT
NPRR 132
Outage Clarification

NPRR 133
Addition of PSSE Format
NPRR 134
Section 7 Cleanup

Lee Starr submitted a motion that there are no credit implications on NPRRs 114, 127, 128, 132, 133 and 134.  Nithya Venkatesan seconded the motion.  Motion passed.


On NPRR 131, Lee Star pointed out that there maybe some risk that QSEs of Resource entities that directly contract for ancillary services in the day-ahead market may not be properly informed of such transactions and thus may be unwilling to assume the financial liability.  Cheryl Yager pointed out, however, that procurement of ancillary services by resource entities will go through the regular settlement process such that there is no need to change credit exposure calculations.  The group agreed to defer approval of the NPRR pending further research and understanding on the credit impact of the NPRR.
NPRR EAL
Ms. Yager presented the draft of an NPRR to sections dealing with the determination of counter-party EAL, FCE and ACL.  Specifically, the revisions include the following:

1. Exclude CRR Account Holder activity from DALE and ADTE calculations since CRR’s Future Exposure is represented by FCE Calculations. The CRR Account Holder activity needs to be excluded from DALE and ADTE Calculations to eliminate duplication.

2. Eliminate the “two day” requirement for prepays.  Invoices will be removed from the exposure calculation the day after they are paid.  This change will move the market to a truer “outstanding invoices” number. 
3. Use of Auction Clearing Prices (rather than hub prices, as originally envisioned) to value CRRs if the DAM is executed but specific DAM Settlement Point Prices are not available.  ACPs  are believed to provide a reasonable estimate in these limited instances and are more available than the Hub prices would be.  

4. Clarify the intent of the ACL given that the “90% of ACL” was mentioned twice:  once in ACL definition and once in CRR Auction Credit Limit. The intention is to apply 90% to ACL only once. Hence the duplicate 90% is removed from the ACL definition.
Ms. Yager emphasized that a decision on these changes is urgently needed to allow ROME coding to continue uninterrupted.  An email vote will be conducted and will be due on July 7, Monday.
CRR Weighting Factors
Patti Harold reminded the CWG of the discussion at the May 28th meeting and explained to the group DC Energy’s proposed CRR weighting factors. Since ERCOT does not have any historical information on CRRs, DC Energy had used information from another market using ERCOT’s proposed weighting factors.

The CWG reconsidered the weighting for the Current Month and Current Month + 1 and suggested putting more weight on the 1-day, 5-Day and Last Month factors than had previously been considered.  After discussion, the following weight factors were voted on:

	 
	Today
	Five Day
	Last Month
	ACP

	CM, CM+1
	10%
	20%
	45%
	25%

	CM + 2 & beyond
	4%
	8%
	20%
	68%


Ms. Harold submitted a motion to vote and approve the weighting factors as proposed by DC Energy.  Michael Erbrick seconded the motion.  Results of the vote showed that all members present voted “Yes” to approve the weighting factors.  Motion passed.
Nodal Credit Concerns
Tom Burke presented Luminant’s concerns regarding how DAM potential offers and bids are valued when considered relative to the Available Credit Limit in the DAM auction engine.  Bids are valued at the bid cap and offers at the difference between the DAM and RT prices.  Both potentially require high levels of collateral be maintained that may not reflect underlying risk.  As a result, market participants may be unnecessarily discourage from participating in the DAM, potentially creating inefficiencies and additional volatility.  Mr. Burke emphasized that this concern is being surfaced to spur discussion and generate possible solutions.  He noted that the WMS was reviewing the issue as well. 
Ms. Yager reminded the group that this concern has been discussed at the May 28th meeting and that the CWG had discussed the idea of using a certain percentile of historical prices over a specific period to value offers and bids.  She reminded the CWG that the requirements for the DAM system had been finalized and that it was unlikely that any major change could be made until post go-live.  
CWG members are encouraged to submit any proposals (either short term or long term) by Thursday, July 3rd for consideration by WMS.  A conference call will be set up for July 8th to discuss proposals received.
TPE Reports Review
Vanessa Spells reviewed and summarized for the group the TPE Reports that will be made available to market participants in the Nodal market.  She reminded the group that the TPE Reports had been reviewed with the CWG at the May 28th meeting and that comments or questions had been requested no later than June 11.  She noted that only minor questions/comments had been received.  She indicated that ERCOT particularly needs to confirm that the reports contain all needed data elements and that no additional data elements are needed. 

Tamila Nikazm inquired about the format for the posted reports and whether formulas behind the data will be visible.  Ms. Yager explained that the reports will be posted as PDF files and will therefore not contain the formulas.  She suggested that market participants use and save the worksheet presented to the group as a template to work from.  Ms. Yager added that ERCOT Credit will explore further if there are any other file formats by which the reports can be posted or submitted to market participants.

Ms. Spells asked members to provide any final comments no later than Thursday, July 3.  If no comments are received, ROME will proceed with coding the reports in the format presented.

Review Market Credit Risk Standard Draft
Amanda List reminded the group that she had shared the CWG concerns around the Market Credit Risk Standard with the F&A Committee at their May meeting.  She noted that the F&A Committee acknowledged the concerns; however, the Committee still felt that there was a need to establish a credit standard sooner rather than later.  Ms. List noted that the F&A Committee asked that CWG move forward with establishing a Market Credit Risk Standard with reporting requirements but without hard limits and requested a draft back prior to year end. 

Given the F&A Committee request, Ms. Yager presented revisions to the Market Credit Risk Standard draft previously circulated.  She outlined the review process envisioned to bring a draft back to F&A at their October meeting and asked CWG members to review the draft and provide comments or questions.
Jane Wilhite asked if the group’s recommendation to perform at least a monthly run (or more frequent) of the model had been incorporated in the draft.  Ms. Yager said that while the group’s recommendation had been acknowledged, what was specified in the draft is still a quarterly run.  ERCOT is constrained by staffing limitations and can only do a quarterly run at this time (and probably until after Nodal go-live). 
Bankruptcy Setoff
Mr. Priolo presented for the group’s consideration an issue being reviewed in PJM and MISO around the bankruptcy concept of setoff and “mutuality”. Members agreed that the issue should be reviewed in ERCOT as well and asked ERCOT Legal to get with outside counsel, review the issue and report back to CWG. 
Impact of Recent Market Defaults
Ms. Yager informed the group that 4 out of the 5 QSEs that defaulted exited through a mass transition.  The automated mass transition process provided for a smoother and faster transition process.  

Currently, losses from the defaults totaled $3.5 Million.  Ms. Yager said that an additional estimated $1 M in losses is expected to be incurred bringing the total to $4.5 – 5.0 Million.

The meeting was adjourned at 1:45 pm.

