 

DRAFT

Credit Working Group

ERCOT

Meeting Minutes
September 26, 2011 (Face-to-Face Meeting, MET Center Room 206B)
Attendance

	Independent Retail Electric Providers
	Amanda List - Direct Energy LP
Tim Coffing – LPT, LLC dba LPT SP LLC



	Independent Power Marketers
	Mark Holler – Tenaska Power Services Co.
Phil Priolo – Exelon Generation Company LLC


	Independent Generators
	Arleen Spangler- NRG Texas LLC

Morgan Davies – Calpine Corp.
Maria Colby – Nextera Energy Resources



	Investor Owned Utilities
	Trish Egan - Luminant Generation Company LLC


	Municipals
	Tamila Nikazm – Austin Energy

Lee Starr – Bryan Texas Utilities (BTU)
Domingo Villarreal  – CPS Energy


	Cooperatives
	Loretto Martin  – Lower Colorado River Authority



	Others


	Don Blackburn

Ryan Evans

Josephine Wan

Seth Cochran 

Randy Baker

Clayton Greer

Phil Gootee

Clint Sandidge


	
	Marguerite Wagner

Sandy Morris

Randa Stephenson

Shelley Ann May

David Hastings

TomBurke

Michael Matthews

Maria Neisler

	ERCOT Staff
	Cheryl Yager

Mark Ruane

Vanessa Spells
Kyle Prall

Suresh Pabbisetty

Rizaldy Zapanta
Carrie Tucker
	


The meeting was called to order at 9:10 am.
Approval of Meeting Minutes – August 5, 2011 and August 31, 2011
Arleen Spangler submitted a motion to approve the August 31, 2011 CWG/MCWG meeting minutes.  Loretto Martin seconded the motion.  Motion passed.   ERCOT noted that the August 5th minutes would be available by the next meeting.
Review PRRs/NPRRs
The group discussed the following PRRs/NPRRs and agreed there were no credit implications:

NPRR 401
Clarification of Timing for a Generation Resource to be Considered Self-Committed
NPRR 403
Revised FASD Calculation for TX SET Version 4.0 Release
NPRR 404
Clarification of Form of Notification of Suspension of Operations
NPRR 406
Clarification of the timeline for calculating the value of X at Minimum Energy Level
Ms. Martin submitted a motion that there are no credit implications on the above NPRRs.  Ms. Spangler seconded the motion.  Motion passed. 

Minimum Market Participation Requirements  
Mark Ruane provided a status update of CFTC developments around MP risk management capability verification.  He pointed out that, at PJM’s request and in an effort to arrive at a relatively common standard for verifying the adequacy of a company’s risk management practices, the CCRO had initiated a subgroup to try to arrive at a common set of Risk Management Standards. He noted that the CCRO material would be an input into ERCOT’s process but would be subject to ERCOT stakeholder review.  He encouraged interested market participants to participate in the CCRO project.  
Proposal for Rolling CRR Auctions  
Trish Egan provided a recap of the Rolling CRR Auction proposal.  Ms. Egan emphasized that they intend to pursue this proposal as a collaborative effort with ERCOT and other market participants.  Mr. Ruane commented that the discussion should include funding mechanisms given that the CRR team’s estimated requirement of 6 additional FTEs cannot be accommodated under the proposed ERCOT budget for 2012.
Report from F&A Meeting  
Tamila Nikazm informed the group that the F&A asked that a definite timetable be established in recommending changes to current investment practices.

NPRR 407 Credit Posting Requirements  
Mark Holler presented the key points of NPRR 407 that was submitted by Tenaska and asked the group for any feedback.  Carrie Tucker informed the group of ERCOT’s concerns with the NPRR.  She said that querying from a certain point in time may require substantial architectural changes including new interfaces to the market system.  Ms. Tucker also pointed out that in the case of posting of percentiles, MPs currently have access to all the information necessary to accurately calculate the percentiles used in DAM runs.  She added that posting the “u”th percentiles would involve a substantial amount of data to calculate on a daily basis.  
Ms. Tucker asked for the group’s initial expectations with respect to the NPRR in order to guide ERCOT in its impact analysis.  The initial feedback from the group is that the priority requirement is to obtain information about the total credit consumed by transaction type after the day ahead run is completed.  The second priority is obtaining information during the DAM submissions window as to the remaining Available Credit Limit as bids/offers are submitted (e.g. every 15 minutes) so that CPs can more easily keep track of when their credit is running low.
Ms. Yager added that some clean up changes might be needed to remove redundancies or items that are already being covered in other ERCOT Protocol sections.
Creditworthiness Standards  
Kyle Prall presented a comparative review of creditworthiness standards used by ERCOT and other ISOs.  Members of the group recommended incorporating the use of cash flow metrics in determining unsecured credit in the Creditworthiness Standards.
Ms. Yager said that ERCOT is now monitoring CDS spreads internally although these are not required in the Creditworthiness Standards.  Mr. Ruane also said that other metrics, such as bond yields, might be utilized in instances where CDS spreads were not available.  Ms. Spangler commented that the group consider leaving these metrics for ERCOT’s internal review only and not be included in the Creditworthiness Standards given that changes in these metrics should be taken in the proper context.

Vanessa Spells presented to the group market-wide data on bank concentration of LCs issued on behalf of market participants.  She emphasized that a significant amount of LCs were issued by only 4 banks.  Ms. Yager pointed out that there is some concern given the recent downgrading of the credit rating of three banks.  Mr. Ruane added that financial institutions continue to remain at risk given the effects of a possible European contagion arising from a possible impending Greek sovereign default.   Given these conditions, Ms Yager noted, ERCOT is recommending some level of diversification in collateral posting for Counter-Parties.
Ms. Yager presented for the group’s review and consideration the PFE model metrics that was approved by the group previously.
Subcommittee Updates  
Tim Coffing presented an update on the sub-committee efforts to evaluate the use of a third party instead of establishing ERCOT as a central counterparty.  One member asked whether NASDAQ’s participation with the sub-committee constituted a conflict of interest.  Phil Gootee emphasized that NASDAQ is participating in the subcommittee only as an information resource for the group.
Other Business
Ms. Yager informed the group that the Abacus default uplift invoices have already been issued and will be due on Wednesday.  Eric Goff said that WMS will be reviewing the methodology for allocating losses from defaults in an upcoming meeting and interested members are invited to attend.
Ms. Yager reported that ERCOT has implemented the NPRR 392 review in the last CRR auction.  The NPRR requires a post-auction evaluation and review of preliminary CRR auction results to ensure that post auction collateral requirements are within a CP’s available credit limit.  

The meeting was adjourned at 11:50 am.
