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Credit Work Group Update – Reviewed NPRRs
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• Discussion on NPRR 811 - Two Day Cure Period for Foreign Market 
Participant Guarantee Agreements 

– NPRR allows a two day cure period for Market Participants with a Guarantee Agreement 
from a Foreign Entity or Financial Institution.

– Designed to allow for operational flexibility due to time zone considerations.
– ERCOT comments filed noting that it would create an administrative burden to administer 

different rules for different counterparties, many non-Texas corporate entities face similar 
operational issues without benefit, and it would be possible to acquire a De Minimis foreign 
guarantee to acquire additional benefit not available to domestic Market Participants.

– Discussion at the CWG that all market participants have to comply with consistent 
settlement and credit requirements in various regions of the country even if there were 
different holiday schedules, adverse local weather, or other issues without increasing the 
allowable cure period and increasing credit risk to the market.

– It was noted that in 2013 the CFTC provided ERCOT with a Exemption Order to oversight 
contingent on ERCOT adopting FERC Order No. 741 requiring a single day cure period.

– Tabled and a request was made of ERCOT Legal to review the implications of NPRR 811 
with respect to CFTC regulation for discussion at the next CWG meeting in February 2017.

• No new NPRRs were reviewed by CWG for potential Credit Impact
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Credit Work Group Update – Reviewed SCRs
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• SCR 785 - Update RTL Calculation to Include Real-Time Reserve Price 
Adder Based Components

– Introduced October 22, 2014 and designated as “Urgent.”
– Intended to be implemented in conjunction with NPRR 626 (Reliability 

Deployment Price Adder )to incorporate Operating Reserve Demand 
Curve (ORDC) related calculations in the Real-Time Liability (RTL) 
component of credit calculations.

– October 2014 Impact Analysis indicated a cost of between $135k and 
$145k over a 10 to 12 month implementation period.

– No ERCOT Stakeholder action since December 2014.
– ERCOT staff asked for CWG recommendation on SCR 785 and noted 

limited ORDC impact on settlement prices in the interim.
– CWG suggested that there was no urgent need for SCR 785 in light of 

observed ORDC market impact but no need to formally reject the SCR.
– ERCOT requested withdrawal of SCR 785 in January 2017.
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NPRR 800 Forward Pricing Credit Methodology
• Status update on NPRR 800 – Revisions to Credit Exposure 

Calculations to use Electricity Futures Market Prices
– Recommended for Approval at TAC on January 26th, 2017 – Priority 

2017; Rank 1561 – after a PRS request for Urgent Status.
– There was one opposing vote from the Independent Generator Market 

Segment.  All Market Segments were present for the vote.
– Opponents to NPRR 800 cited the cost of NPRR 800 as the basis for 

their opposition.
– ERCOT supports approval of NPRR 800.
– If NPRR 800 receives ERCOT Board Approval efforts will be made to 

include the NPRR in the scheduled ERCOT Credit Monitoring and 
Management (CMM) refresh scheduled for Fall 2017.
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CWG / MCWG Endorsed Seasonal Adjustment 
Factors (SAF) for Summer 2017
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Counter-Party Credit Exposure – Nov. / Dec. 2016
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• At its October 10, 2016 meeting, F&A requested that ERCOT regularly provide 
the ERCOT Counter-Party Credit Exposure Profile to the Committee.

• Profile data has been updated to reflect average values for November and 
December 2016.

• Efforts are being made by the CWG/MCWG to provide guidance to ERCOT as 
to the appropriateness of reported Credit Exposure calculations.
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Counter-Party Credit Changes Oct. – Dec. 2016
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Note: Changes from Oct 2016 to Dec 2016:

The PD rates increased by 1.3%, 1.24% and 0.84% for Counter-Parties rated B, B- and CCC/NR respectively.
Number of active Counter-Parties has increased from 197 to 202.
Market-wide TPE has decreased from 308 million to 262 million while market-wide Excess Collateral has increased from 1,469 million to 1,663 million.
TPE of Load and Gen category has decreased by 1.8% while the excess collateral increased by 1.6%.
TPE of Gen only category has increased by 1.9%.
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Credit Work Group Update - Other Topics
• CWG Charter reviewed at the January 2017 CWG meeting and 

readopted for 2017 without change.

• 2017 CWG Goals discussed at the January 2017 CWG meeting 
and additional Market Participant Comments will be reviewed in 
February 2017 for presentation to the F&A Committee.

• Proposed refresh of the Credit Monitoring and Management 
System (CMM) incorporating recently approved NPRRs in the 
planning stage and targeted for implementation in Q3/Q4 2017.

• Credit Impact in a Market Continuity Event discussions are 
tabled until further input from WMS and related sub-committees.

• ERCOT Credit Management Training sessions have been held 
in 2016 in Austin, Dallas/Fort Worth, and Houston with the next 
session scheduled in Austin on April 6th, 2017.
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Questions?
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