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Attendance

	Independent Retail Electric Providers
	Peter J. Karculias  – Cirro Group Inc.
Ryan Evans – ACES Power



	Independent Power Marketers
	Michelle Baer – Exelon Generation Company LLC

Phil Priolo – Exelon Generation Company LLC
Eric Goff - Reliant Energy Power Supply LLC
Clayton Greer – Morgan Stanley


	Independent Generators
	Arleen Spangler- NRG Texas LLC

Grant Thain - NRG Texas LLC

Morgan Davies – Calpine Power


	Investor Owned Utilities
	Laura Seeberg – American Electric Power Services Corp.

Don Blackburn – Luminant Generation Company LLC
Tim Coffing – Luminant Generation Company LLC
Sherry Looney – Luminant Generation Company LLC
Angelina Sulyandziga – First Choice Power Special Purpose Corp. LP


	Municipals
	Tamila Nikazm – Austin Energy

Josephine Wan – Austin Energy
Dan Bailey – City of Garland

Jack Brown – City of Garland

Lee Starr – Bryan Texas Utilities (BTU)

Michael Matthews – Bryan Texas Utilities (BTU)
Domingo Villarreal  – CPS Energy
Dan Bailey  – CPS Energy


	Cooperatives
	Roger Stewart – Lower Colorado River Authority 
Loretto Martin  – Lower Colorado River Authority



	Others


	Randy Baker – Smith Street Advisors

	ERCOT Staff
	Cheryl Yager

Vanessa Spells
Rizaldy Zapanta
Phil DiPastena




Arlene Spangler called the meeting to order at 9:00 am.
Nodal Exposure/Collateral Review
Cheryl Yager presented to the group the  monthly report on the ERCOT Market Credit Status as of the end of December 2010 that will be presented to the F&A committee at its scheduled January meeting.  She also previewed a new report that will also be provided monthly to F&A, the “Exposure Benchmark” summary. 

She highlighted that 

· ERCOT had seen only a small increase in the TPE exposure calculation in the first month of Nodal

· The calculated TPE of 75-80% of load and generation fell between the Low and High Benchmarks

· Some CP’s calculated TPE fell below the Low Benchmark - ERCOT reviews these entities and asks for additional collateral as needed
· Some CP’s calculated TPE was above the High Benchmark – ERCOT considers this when reviewing an entity’s TPE

· The “Exposure Benchmark” summary will continue to evolve and will be used a) within ERCOT to evaluate the reasonableness of the calculated TPE in the Nodal market and b) for the Board to provide context about the adequacy of the collateral required in the market.

Review PRRs/NPRRs 

The group discussed the following PRRs/NPRRs and agreed there were no credit implications:

NPRR 283
Clarification of PCRR Allocation Eligibility
NPRR 289
Clarify Use of Raise/Lower Block Status Telemetry
NPRR 296
Remove Posting Requirement for the Annual Planning Model for the CRR Auction
NPRR 297
Add Administrative NPRR Process to Nodal Protocols
Lee Star submitted a motion that there are no credit implications on the above PRRs and NPRRs.  Arleen Spangler seconded the motion.  Motion passed. 

NPRR 300, Municipal Owned Utility Addition to Determination of Total Potential Exposure for a Counter-Party, was discussed.  
Jack Brown informed the group that the City of Garland submitted an NPRR that would allow municipally-owned utilities (MOUs) to net the CCE with the FCE calculated values of the TPE without providing a first priority security interest.  He explained that MOUs cannot enter into a first priority security interest agreement as it would run counter to Texas State law.  He also emphasized the need to expedite addressing the concern since getting the benefit of netting exposures would be of greatest value in the first months of the annual CRRs to be auctioned off late this year.  Ms. Yager asked whether there were other mitigations that would protect the market if netting was allowed.  Tamila Nikazm noted that municipalities had the right to tax to meet their needs.

Clayton Greer said that since the rest of the market also faced constraints relating to providing a first priority security interest, it would be beneficial to push for a solution that would benefit the whole market.  Ms. Spangler commented that this should be addressed as a broader issue and should consider the best practices in RTOs.  

Ms. Yager noted that a primary reason that entities could not provide a first priority security interest was because they had already granted one to someone else.  This made it imprudent to allow netting of CCE with FCE without other mitigations being put in place.  She confirmed with the group that they wanted to pursue investigating a solution in which ERCOT acts as a central counter-party since this would allow CPs to net while protecting the market; the key would be whether ERCOT could take on that role.  She noted that ERCOT Legal would have to be involved in this analysis.

Mr. Davies informed the group that it would also be worthwhile to look at the FERC’s recommendations in mitigating collateral requirements, one of which is addressing the security interest issue.  Ms. Nikazm, however, pointed out that the group should not limit itself to FERC recommendations for mitigating measures but should explore other options as well.

The group agreed to add this to the 2011 Project list to consider a broader solution.
NPRR draft – “e” factor notification

Ms. Yager noted that, while consideration of an NPRR to allow ERCOT to post “e” factor notices to the MIS was on the agenda, ERCOT had since determined that a NPRR was not needed to move this project forward.

Nominations for CWG Chair and Vice Chair
Vanessa Spells informed the group that nominations have been submitted for Arleen Spangler and Tim Coffing as Chairman and Tamila Nikazm and Grant Thain as Vice Chair. Tim Coffing withdrew his name from the nomination process. 

Morgan Davies proposed extending the deadline for submitting nominations until the end of business Tuesday, January 11.  The group agreed to extend the nomination window and conduct an email vote in accordance with the voting procedures stipulated in the CWG Charter.
Prioritization of Projects for 2011
Ms. Yager explained that given the limited resources available as well as the existing structured process for protocol changes, it is important that the group prioritize its Project List for 2011.  She informed the group that, any system changes or enhancements would be considered in conjunction with other potential changes on a cost benefit basis and would be implemented in accordance with the timelines of scheduled system releases.   

After discussion, the Group drafted the following prioritization of projects for 2011.
	Task
	Timeframe

	1) Nodal credit calculations

a) Pre-DAM credit validation

i) e-Factors or replacement for e-Factors  

     

ii) PTP obligations offset with CRRs

b) CRR Auction credit validation

i) Initial margin (A & M)

ii) Collateralization of purchase price

c) CMM core systems

i. FCE calculations  -  CRR exposure and related collateral held

ii. Tightening of settlement / payment cycle and related collateral requirements (in conjunction with WMS/COPS project to tighten cycles)

iii. Adequacy of collateral held for forward risk 
         
	· 3rd Qtr

· 2nd Qtr

· In time for balance of year or annual auction

· In time for balance of year or annual auction

· 2nd Qtr

· In conjunction with c) ii. above

	2) Netting/mutuality - First Priority Security Interest / ERCOT as central counterparty / other alternative
	· In time for balance of year or annual auction

· 

	3) ERCOT unsecured credit policies

a) Review of the unsecured credit cap

b) Form of LCs and guarantees

c) Comparison to best practices

d) Comprehensive review of assignment of unsecured credit


	· 1st Qtr

· 2nd Qtr

· 3rd Qtr

· 4th Qtr

	4) Review Investment practices


	· 3rd Qtr

	Note:  Timeframe estimates reflect a target for CWG and/or MCWG to address the issue.  Additional time will likely be required for Protocol revisions and/or system changes, if either are required.


	


Arleen Spangler submitted a motion that the group agreed on the prioritization of projects outlined above.  Lee Starr seconded the motion.  Motion passed. 

Review of Investments
Ms. Yager updated the group about the key elements of ERCOT Investment Corporate Standard and highlights of the Quarterly Investment Report as of Sep. 30, 2010 and the Monthly Investment Summary of November 30, 2010.
Mr. Davies asked whether ERCOT has considered acquiring the services of a third party to manage the investment of market funds.  Ms. Yager replied this had been considered at CWG in prior years but had not been determined to be beneficial.  Mr. Davies asked whether ERCOT had considered using investments that provided additional return.  She noted that the Board had taken a conservative stance with respect to the investment of market funds, including collateral.  She noted that this topic could be revisited but that a discussion of moving to investments with higher returns would also need to address how any losses would be addressed by the Counter-Party, since the Investment Corporate Standard made clear that ERCOT would not bear these losses. A review of investments was added to the 2011 Project List. 
The meeting was adjourned at 12:10 pm.
