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Attendance

	Independent Power Marketers
	Mark Holler – Tenaska Power Services Co.


	Municipals
	Tamila Nikazm – Austin Energy

Simon Castillo – CPS Energy


	Independent Generators
	Valerie Webster – IPR-GDF SUEZ Energy Marketing NA Inc.


	Cooperatives
	Loretto Martin – Lower Colorado River Authority


	Others


	Michael Mathews

Josephine Wan

Eric Goff
Barbara Clemenhagen

Bill Barnes


	
	Clayton Greer

Ryan Evans

Yimeng Shao
Clint Sandidge


	ERCOT Staff
	Mark Ruane

Vanessa Spells
Suresh Pabbisetty

Rizaldy Zapanta


	Maruthi Gaddam

Kevin Pearcy

Carrie Bivens



The meeting was called to order at 9:30 a.m.
Approval of Meeting Minutes – June 26, 2013 
Bill Barnes submitted a motion to approve the June 26, 2013 minutes.  Mark Holler seconded the motion.  Motion passed.    
Review of NPRRs 

The group discussed the following NPRRs:

NPRR 524
Resource Limits in Providing Ancillary Service
NPRR 527
Required Combined Cycle Telemetry for Operational Awareness and PDCWG Analysis
NPRR 540
Clarification of Credible Single Contingency
NPRR 548
Remove NPRR153 Grey Boxes and Clarify Fixed Quantity Block Treatment in the DAM
NPRR 551
Posting of Annual Planning Model
NPRR 553
Monthly BLT Payment and Charge for Presidio Exception
Mr. Holler submitted a motion that all the NPRRs above have no credit implications. Mr. Barnes seconded the motion.  Motion passed.
On NPRR 552 (Additional Counter-Party Criteria), Mr. Holler motioned that this NPRR provides additional language required to comply with the CFTC final order and has positive credit implications.  Mr. Barnes seconded the motion.  Motion passed.  Mark Ruane informed the group that a market notice regarding the NPRR will be circulated the following day.
On NPRR 554 (Clarification of Future Credit Exposure Calculation), Seth Cochran motioned that the NPRR adds additional clarifying language to appropriately align with the intent of NPRR 484.  Mr. Holler seconded the motion.  Motion passed.
Seasonally Adjusted Exposure
Mr. Ruane presented to the group ERCOT’s proposed potential methodology of seasonally adjusting exposure.  The proposal was in response to market participants’ request to re-evaluate seasonally-adjusted credit exposure with the objective of better shaping exposure to price risk.   The proposed methodology parameters include the following:
1. Disaggregate RTLE, URTA and DALE exposure factors into price and volume components.
2. DA and RT price components based on daily average historical prices for the settlement points at which the Counter-Party has exposure.

3. For each settlement point, price based on historical prices looking back up to three years (as with NPRR484).

4. Compute prices as the P84 (~1 standard deviation) of average daily settlement point prices, measured over historic calendars three weeks forward and one week back from current date (weights for forward prices). 

5. Replace 14-day averaging period in RTLE and URTA with M2 (10 days effective September 1st) to reflect RT settlement cycle. 
The group provided their comments and requested ERCOT to provide illustrative examples of the impact on credit exposure calculations.  The group likewise suggested to volume-weight historical prices instead of using a straight averaging of prices given the significant disparity between off-peak and peak hour prices, and to proceed with drafting an NPRR reflecting the proposal. 
PTP Obligation Discount
The group agreed to discuss further the PTP obligation discount factor and vote on whether to increase the current discount in the next meeting.
New Business

Suresh Pabbisetty informed the group that ERCOT staff has been evaluating the exposure methodology for traders or Counter-parties with no load or generation in light of the fact that traders pose no mass transition risk.  He added that the current MCE calculation does not cover potential exposure in real time until after the activity is completed.  Mr. Pabbisetty presented to the group the following proposed potential methodology of calculating exposure for traders:
1. For Counter-Parties representing no load or generation, reduce M1 multiplier (representing potential forward exposure) from 20 to 12 days.

2. For Counter-Parties representing no load or generation, reduce lookback for RTLE and URTA from 40 to 20 days to better reflect current trading activity

3. Introduce a dollar-based component in MCE for Counter-Parties.
Mr. Ruane added that the third methodology was introduced in light of the absence of specific provisions in the ERCOT protocols detailing how initial collateral will be determined for new counter-parties that are either traders or just purely CRR account holders.

The group agreed in principle to the first two methodologies as initial steps to address the issue.  With respect to the third methodology, the group agreed to initially set a one megawatt minimum as an initial parameter in establishing a minimum amount.  A more appropriate parameter will be discussed further given the difficulty in establishing an appropriate activity-based parameter for calculating a minimum dollar-based amount.   

The group also agreed to resume discussions to evaluate future credit design.  Bill Barnes agreed to take the lead.  A meeting will be set up to initiate discussions.  Among the issues to be discussed are the options of reducing the current settlement cycle and reviewing the mass transition and breach timeline.
Mr. Ruane said that ERCOT will draft an NPRR which will later be circulated to the group for review.
The meeting was adjourned at 12:35 p.m.

