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Attendance

	Independent Power Marketers
	Mark Holler – Tenaska Power Services Co.
Bill Barnes – Reliant Energy
Dale Saladino – MAMO Enterprises




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



	Independent Retail Electric Providers
	Chris Moore – Direct Energy


	Investor Owned Utilities
	Abu Moavu – Luminant Energy


	Municipals
	Michael Mathews – Bryan Texas Utilities (BTU) 
Donald Meek – Austin Energy

Don Daugherty – City of Garland


	Cooperatives
	Loretto Martin – Lower Colorado River Authority 


	Others


	Dale Saladino

Casey McCowen
Jim Galvin

Adrianne Brandt

Bob Wittmeyer

Seth Trout
Kevin Hanson


	
	Jack Brown
Malcolm Ainspan

Lori Williams
Bob Helton



	ERCOT Staff
	Mark Ruane

Vanessa Spells
Suresh Pabbisetty

Julio Dovalina

Rizaldy Zapanta

Carrie Bivens
John Dumas


	Maruthi Gaddam

Spoorthy Papudesi

Kelly Landry
Resmi Surendran

Sean Chang

Pamela Shaw
Neelima Bezwadu


The meeting was called to order at 9:40 a.m.
Approval of Meeting Minutes – July 23, 2014 
Mark Holler submitted a motion to approve the July 23, 2014 minutes.  Michael Mathews seconded the motion.  Motion passed.    
Review of NPRRs for Credit Implications 
The following NPRRs were reviewed:
	617
	Energy Offer Flexibility

	644
	Operating Reserve Demand Curve Phase 2 Revisions


Loretto Martin submitted a motion that the above NPRRs have no credit implications.  Jim Galvin seconded the motion.  Motion passed.

On NPRR 612, “Reduction of Cure Period Subsequent to Event of Default,” Bill Barnes suggested reviewing this in the next meeting given that this proposes substantial changes in the Standard Form Agreement.  The group recommended that NPRR 612 remain tabled at TAC for another month while CWG is reviewing it.
NPRR 638 - Revisions to Certain Price Components
Suresh Pabbisetty discussed the results of applying an Exponentially-Weighted Moving Average method to weight historic prices as requested earlier by the group.
Shams Siddiqi asked how the Market Adjustment Factor (MAF) in the MCE component would be determined and whether this would necessitate removing the SAF.  The group recommended including the following language in CWG comments:
“Changes to MAF value will be recommended by TAC and approved by the ERCOT Board.  ERCOT shall update MAF on the first day of the month following ERCOT Board approval unless otherwise directed by the ERCOT Board.  ERCOT shall provide a Market Notice prior to implementation of a revised MAF.”
The group also suggested removing the Counter-Party subscript on each component and instead inserting a single notation that the calculations will be done at the counter-party level.  ERCOT staff will circulate a cleaned-up version to the group at a later date.  Mr. Mathews also asked the group to provide their comments/suggestions on the look-up value.
NPRR 639 - Correction to Minimum Current Exposure 

Mr. Barnes presented to the group his proposed changes to the MCE calculation.  Specifically, he noted that MCE does not reflect the actual risk to the market and penalizes prudent hedging decisions by ignoring net bilateral energy purchases.
Mark Ruane presented ERCOT staff’s recommended revision accounting for recognition of net bilateral energy purchases and capping net credits from bilateral purchases to zero to prevent situations wherein Counter-Parties will have a negative MCE.  The proposal also incorporates a net bilateral trade credit factor. Mr. Barnes agreed to ERCOT staff’s proposal. 

Mr. Holler also commented that the proposed calculation reduces the credit requirement when the counter-party is a net seller and that would therefore need to be addressed.  ERCOT staff will look into this and circulate a revised proposal to the group for further review and comments.

Update on Credit Insurance
Mr. Ruane informed the group that the insurance broker requested that ERCOT indicate the amount of pre-deductible coverage that would be sought for each Counter-Party.  A potential approach outlined by ERCOT staff was to base coverage on the Counter-Party’s maximum annual positive invoice amount over one year.  Mr. Ruane said that after employing the approach, the aggregate coverage amount for the whole market would total $46.5 Million.  Various approaches were discussed, such as using maximum TPE as a basis for potential insurance limits.  
As an alternative to credit insurance, Mr. Barnes and Donald Meek proposed having ERCOT obtain instead a letter of credit that could be drawn in the case of a default.  Mr. Meek informed the group that he can present details of this proposal in the next meeting.  The group agreed to discuss this proposal further in the next meeting.
Capacity Forecast Model

John Dumas and Sean Chang presented to the group the results of the methodology they developed to forecast potential scarcity events for the forward week and establish a correlation between reserves and prices.  Results showed that the methodology accurately flags potential scarcity hours but does not necessarily capture operationally constrained events such as the January 6, 2014 event.  Mr. Holler suggested forming a sub-group to discuss the options on how to use the tool to develop a more predictive credit exposure calculation.
Day Ahead Market (DAM) Collateral Requirements

Carrie Bivens presented the impact of reducing the dth percentile which shows that very only few counter-parties will be affected.  The group noted the results and had no additional request for information from ERCOT staff.
LC Issuer Limits

Mr. Ruane informed the group that the LC concentration limits language needs to be reviewed by CWG and approved by F&A annually.
Ms. Martin submitted a motion that the language be approved as is.  Mr. Galvin seconded the motion.  Motion approved.

State Change Adder

The group discussed the pros and cons of removing the state change adder.    Mr. Ruane indicated that ERCOT will draft an NPRR to this effect.
Credit Updates

Vanessa Spells provided updates on the following NPRRs:

· NPRR 620 and 621 were approved by the Board in August.  E-mail notifications were recently sent out to each Counter-Party indicating their applicable M1 values.
· NPRR 639 will be taken up in PRS.

· ERCOT is currently reviewing a draft NPRR to remove language related to flow gate rights (FGRs).

· ERCOT is drafting an SCRR to include the reliability deployment price adder to RTLCNS.
The meeting was adjourned at 2:15 p.m.
