ERCOT

Date: November 9, 2010

To: Board of Directors

From: Cheryl Yager, ERCOT Treasurer

Subject: Addition of Revision Process to ERCOT Creditworthiness Standards

Issue for the ERCOT Board of Directors

ERCOT Board of Directors Meeting Date: November16, 2010
Agenda Item No.: 9d

Issue:
Whether the Board of Directors (Board) of Electric Reliability Council of Texas, Inc. (ERCOT)
should approve the addition of a revision process to the ERCOT Creditworthiness Standards.

Background/History:

Potential Conflict Between Nodal Protocols Sections 1.1 and 16.11.2

Paragraph (4) of Nodal Protocol Section 1.1, Summary of the ERCOT Protocols Document,
requires Other Binding Documents that do not contain a revision process to follow the
procedures in Section 21, Process for Nodal Protocol Revision.

Per Nodal Protocol Section 16.11.2, Requirements for Setting a Counter-Party’s Unsecured
Credit Limit, the ERCOT Creditworthiness Standards is “adopted by the ERCOT Board and
published on the Market Information System (MIS) Public Area.”

ERCOT proposes adding the revision language within the Creditworthiness Standards to
maintain the current revision process (described above) and to avoid a potential conflict
between Nodal Protocol Sections 1.1 and 16.11.2.

ERCOT Creditworthiness Standards Included in Other Binding Documents

On October 20, 2010, the ERCOT Board approved NPRR244, Clarification of Other Binding
Documents, which defined Other Binding Documents and their revision process. More
specifically, paragraph (4) of Nodal Protocol Section 1.1 states:

Any revision of an Other Binding Document must follow the revision process set forth
in that Other Binding Document. If an Other Binding Document does not specify a
revision process, the Other Binding Document shall be subject to the procedures in
Section 21, Process for Nodal Protocol Revision, and shall be treated as if it were a
Protocol for purposes of the revision process.

On October 7, 2010, the Technical Advisory Committee (TAC) approved the Other Binding
Documents List, which included the ERCOT Creditworthiness Standards. While the revision
process for the Creditworthiness Standards is defined in Nodal Protocol Section 16.11.2, it is
not currently defined within the ERCOT Creditworthiness Standards document. If no revision
process is added to the Creditworthiness Standards document, any future revisions to the
ERCOT Creditworthiness Standards post December 1, 2010 (when Nodal Protocol Section 1.1
becomes effective) would default to the Nodal Protocol revision process.
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ERCOT

Request for Addition of a Revision Process to ERCOT Creditworthiness Standards

ERCOT staff respectfully requests adding a defined revision process to the ERCOT
Creditworthiness Standards as attached in Exhibit A.

Key Factors Influencing Issue:

Beginning December 1, 2010, Other Binding Documents that do not contain a revision
process will be required to utilize the process for Nodal Protocol revisions.

As the ERCOT Creditworthiness Standard is an Other Binding Document that does not
currently contain a revision process within the document, ERCOT Staff recommends adding
the revision process defined in the Nodal Protocols and previously used for the document to
avoid a potential conflict between Nodal Protocol Sections.

Alternatives:
The following alternatives are within the Board’s discretion:

1.

2.

Approve the ERCOT staff recommendation to add a revision process to the ERCOT
Creditworthiness Standards, as described above or as modified by the ERCOT Board; or
Reject the ERCOT Staff recommendation to add a revision process to the ERCOT
Creditworthiness Standard which would in essence default the ERCOT Creditworthiness
Standards revision process to that used for the Nodal Protocols.

Conclusion/Recommendation:

As more specifically described above, ERCOT staff respectfully recommends the Board
approve the addition of a revision process to the ERCOT Creditworthiness Standards.
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ELECTRIC RELIABILITY COUNCIL OF TEXAS, INC.
BOARD OF DIRECTORS RESOLUTION

WHEREAS, after due consideration of the alternatives, the Board of Directors (Board) of
Electric Reliability Council of Texas, Inc. (ERCOT) deems it desirable and in the best interest of
ERCOT to approve the addition of a revision process to the ERCOT Creditworthiness Standards;

WHEREAS, Nodal Protocol Section, 1.1, Summary of the ERCOT Protocols Document,
requires Other Binding Documents that do not contain a revision process to be subject to the
procedures in Section 21, Process for Nodal Protocol Revision;

WHEREAS, Nodal Protocol Section 16.11.2, Requirements for Setting a Counter-Party’s
Unsecured Credit Limit, calls for the ERCOT Creditworthiness Standards to be adopted by the
ERCOT Board;

WHEREAS, the ERCOT Creditworthiness Standards are on the Other Binding Documents List
and the current version of the ERCOT Creditworthiness Standards does not contain its own
revision process; and,

WHEREAS, the ERCOT Board deems it desirable and in ERCOT’s best interest to not have
conflicting Protocol sections and to approve the revised ERCOT Creditworthiness Standards,
attached hereto as Exhibit A.

THEREFORE be it RESOLVED, that the ERCOT Board hereby approves the revised ERCOT
Creditworthiness Standards as attached hereto as Exhibit A.

CORPORATE SECRETARY’S CERTIFICATE

I, Bill Magness, Corporate Secretary of ERCOT, do hereby certify that, at its November 16, 2010
meeting, the ERCOT Board passed a motion approving the above Resolution by :

IN WITNESS WHEREOF, | have hereunto set my hand this ___ day of November, 2010.

Bill Magness
Corporate Secretary
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