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Attendance

	Independent Retail Electric Providers
	Peter J. Karculias  – Cirro Energy

Ruth Hudson – Direct Energy

Amanda List – Direct Energy

Pam Carr – Stream Gas & Electric Ltd

Lynda Fohn – Tara Energy



	Independent Power Marketers
	Phil Priolo – Exelon Generation Company 

Tanya Rohauer – Reliant Energy 

Mark Holler – Tenaska Power Services 

 

	Independent Generators
	Jane Wilhite – SUEZ Energy North America Inc



	Investor Owned Utilities
	Laura Seeberg – AEP Corporation
Timothy Coffing  – Luminant



	Municipals
	Tamila Nikazm – Austin Energy

Josephine Wan – Austin Energy

Lee Starr – Bryan Texas Utilities (BTU)

Domingo Villareal – San Antonio City Public Service



	Cooperatives
	Richard Ramirez – Lower Colorado River Authority 


	Consumers
	Jonathan Griffin – PUC 



	Others
	Kenan Ogelman – CPS Energy



	ERCOT Staff
	Cheryl Yager

Vanessa Spells

Rizaldy Zapanta

Chad Seely
Amanda Bauld



Amanda List called the meeting to order at 9:00 am.
Approval of Minutes of November 7, 2008 Meetings
Tim Coffing submitted a motion to approve the Meeting Minutes for November 7, 2009.  Lee Starr seconded the motion.  Motion passed.

Review PRRs/NPRRs 

The group discussed the following PRRs/NPRRs and agreed there were no credit implications:
PRR  779
Transparency for PSS and Full Interconnection Studies

PRR  784
Delete Use of Boundary Generation Resources to Resolve CRE Congestion

PRR  785
Timing for Required Black Start Unit Load Carrying Test

PRR  786
Modifications to EILS Settlement

NPRR 135
Deletion of UFE Analysis Zone Language

NPRR 149
Change the name of Emergency Electric Curtailment Plan (EECP) to Energy Emergency Alert (EEA)

NPRR 161
Clarification of Establishing Decision-Making Authority of Managed Capacity

NPRR 162
Change the Sign Convention of Net Real Power Consumption, LPC and MPC of Load Resources (formerly titled “Change the Sign Convention for Load Resources”)

Lee Starr submitted a motion that there are no credit implications on the above PRRs and NPRRs.  Tim Coffing seconded the motion.  Motion passed. 
Cheryl Yager briefed the group that WMS filed comments for NPRR 140 as discussed and presented to CWG in the last meeting.   WMS did not put in a hard number for two collateral components (one in the CRR auction engine and one in the ongoing collateral requirements) but instead established variables for those components whose values will be posted in the MIS.  The variables can be changed periodically by TAC, with the approval of the Board of Directors. She noted that she planned to brief the F&A Committee of the variable nature of the change at the next F&A meeting as well as the initial values that had been discussed with CWG.
Market Credit Risk Standard Draft
Ms. Yager presented to the group two versions of the Market Credit Risk Standard, the original version and one that is a shortened version of the original document as requested by several members in the previous meeting.  She explained that the changes in this version were mostly deletion of the appendices and references to such given that the appendices detailed assumptions for the base and current cases.  

Jane Wilhite commented that by deleting the appendices, members would not be able to tell which assumptions or parameters were used in a particular run of the Oliver Wyman model.  Mr. Coffing replied that the deletion of the appendices was to provide ERCOT Credit the flexibility to change the assumptions as needed. Ms. Yager noted that there will be transparency in reporting results since a provision in the “Reporting” section of the Standard requires ERCOT to provide a listing of inputs and assumptions used for every run of the PCR model.  
Lee Starr made a motion to recommend adoption of the revised generic form of the Market Credit Risk Standard presented in the meeting.  Mr. Coffing seconded the motion.  The aggregate number of votes endorsing the adoption of the revised generic form totaled 5.00 while votes against totaled 1.00, with 14 members voting.  Motion passed.

Market Participant Guarantee Agreement
Chad Seely informed the members that the F&A Committee has asked the CWG to prioritize from worst to least the seven issues/points raised by ERCOT Legal that were not addressed in the CWG-approved Market Participant Guarantee Agreement (Agreement) presented to the F&A Committee in October 2008.  ERCOT Legal, however, has decided to focus on the following four issues:

1. Waiver of substantive defenses.  The CWG-approved Agreement retains substantive defenses for Guarantors.  Mr. Seely recommended that affirmative provisions be placed back in the Agreement to waive substantive defenses until after payment to ERCOT.  Ms. Wilhite commented that this provision is comparable to converting the Agreement to a Letter of Credit.  Tanya Rohauer agreed with the observation and added that this provision is not consistent with the guarantee documents required by other Independent System Operators (ISOs).  Ms. Rohauer also pointed out that by inserting this provision, ERCOT is effectively not allowing any unsecured credit in the market.  In such case, Ms. Rohauer suggested that revising the Agreement language is not the proper approach to address this objective.

2. Demand and receipt of funds.  Mr. Seely indicated that the original proposed draft in February 2008 placed a one Business Day requirement on receipt of funds and acknowledged that a two or three Business Day requirement could be considered to accommodate certain Market Participant business processes.  Ms. Rohauer commented that this is more of a credit issue rather than a legal one and should be best addressed by the CWG.  Mr. Seely agreed but replied that this is being taken up by ERCOT Legal for the practical purpose that the Agreement and any provisions contained therein is a legal document.

3. Termination provision.  Mr. Seely commented that ERCOT would consider a 60-day notice to terminate the Agreement instead of the current 30-day requirement.  The 60-day termination notice is consistent with what is provided in the guarantee agreement of at least one other ISO. 

4. Expanded representations on financial condition.  Mr. Seely indicated that ERCOT would propose representations on all financial statements and information furnished to ERCOT by Market Participants on behalf of Guarantor and representations regarding the financial condition of Market Participant. 

Ms. Wilhite commented that it was her understanding that the main objective of revising the Agreement was to sign up more guarantees in the ERCOT market which will hopefully reduce credit risk in the market.  Ms. Yager, however, pointed out that the F&A’s main intent was to strengthen the enforceability of the Agreement.

Ms. Rohauer and Ms. Wilhite both suggested that a poll or survey be conducted among CWG members who have guarantees in place in the ERCOT market to determine how many would be willing to execute a guarantee if the proposed amendments are made effective.  

For purposes of providing feedback to the F&A, Ms. List asked members to submit their opinion on the proposed revisions as well as their perceived ranking of the 4 issues enumerated above from most to least problematic.  A ranking of 1 will be most problematic while a ranking of 4 would mean the least.   ERCOT Credit will circulate via email a draft of the proposed guarantee document.   Members were asked to submit their opinion and ranking of the issues no later than Friday morning.

Investment Standard Revision/Collateral Management Strategy
Ms. Yager informed the group that ERCOT is still currently evaluating various collateral management strategies.  One of the options that ERCOT is considering is clarifying that market participants bear the risk of loss on investment of cash collateral and other market funds and may be allowed to choose from a selection of money market funds representing different levels of investment risk.
DAM Short Pay Changes (NPRR 147)
Kenan Ogelman presented to the group CPS Energy’s comments and recommendations regarding NPRR 147 (DAM Short Pay Changes).  Mr. Ogelman emphasized that CPS Energy’s recommendation are in addition to the short pay uplift mechanism J Aron has recommended.  He asked CWG members to provide any feedback primarily on the feasibility of implementing the proposal as well as the expected magnitude of the CRR market. 
Ms. Yager asked Mr. Ogelman to provide the group an overview of the projected timetable for this proposal to enable the CWG to act accordingly.  Mr. Ogelman said that this recommendation will be discussed in the PRS’ February meeting and the PRS will be expecting some feedback from CWG.

On resource requirements, Amanda Bauld stated that her group had not yet done an impact assessment, but she indicated it would most likely require a significant amount of resources and time.  She pointed out that using a manual process would entail too much risk for errors and that an automated system would therefore be needed.  Given the usual timeframe of developing an automated system, it would be important to determine as soon as possible whether the proposal would be implemented by the Nodal go-live date.
Mr. Starr proposed that Mr. Ogelman run different scenarios based on various levels of fees and charges to provide a starting point for evaluating the proposal.  He also suggested using a multiple of the TCR market, such as 2.5 times, as a base point for running the scenarios given the difficulty of estimating the volume of CRRs.  
Ms. Yager suggested including an update on this topic in a CWG conference call next month. 
Ms. Yager inquired whether it was the intention under the recommendation to prefund the insurance fund, i.e., to collect insurance charges before any loss is incurred.  Mr. Ogelman noted that some level of prefunding was anticipated but a specific amount was yet to be defined.  Other points or issues to be defined include determining the charge per CRR award, when collection of the charge will start or if it will be stopped at a certain level of collection.

Nodal Program Update
Ms. Yager informed the group that the timeframe for implementation of the Nodal Program has been pushed back to the end of 2010.  ERCOT system development is currently underway.  Mr. Starr added that Nodal activity will start in mid-2010 when the EDS testing starts.
New/Other Business
Phil Priolo inquired about the proposed new credit group reporting to TAC.  Ms. Yager replied that TAC was considering establishing a subcommittee of WMS to address certain credit topics; however, the scope of that committee has not yet been set.  She noted that she did not believe that it would impact the work done by the CWG.  It was noted that Morgan Davies plans to head up the new subcommittee and help establish its charter. 
Vanessa Spells reminded the group to send any nominations for CWG Chair and Vice Chair.  She also said that the CWG Roster will be sent out to members after the meeting for review.  Members were asked to inform ERCOT Credit of any changes or updates to their membership in CWG.
The meeting was adjourned at 11:40 a.m.

