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Requirements Specification 
1 Introduction
The Credit Monitoring and Management Application (CMM) is a sub-project under the “Commercial Systems” project currently being executed as part of the Texas Nodal Project. The Texas Nodal Project is the umbrella name for the implementation phase of the multi-year effort undertaken by the PUCT and ERCOT stakeholders to re-design the wholesale Texas Electric Market to accommodate resource level market clearing and direct assignment of local congestion costs.  This document provides the details of the requirements for design, delivery, testing and training of a credit system so that the necessary credit business processes and systems are available for operating the Texas Nodal Market.
1.1 Purpose

The purpose of the Credit Monitoring and Management (CMM) application is to provide a software tool for the ERCOT credit staff to ensure financial credit risks to the market participants are monitored and mitigated, if needed.  Essentially, the CMM application serves two high level purposes, to: (a) determine the credit exposure of the participants in the ERCOT markets; and (b) ascertain whether market participants meet credit standards and acquire necessary collateral instruments from them, if needed.
1.2 Objectives

The objective of this document is to identify and elaborate all of the requirements to 

· Design, deliver, test and commission the software tool for CMM

· Train the credit staff on using the CMM

· Develop the operating procedures 

1.3 Scope

At a broad level, the scope of the CMM application consists of the following functionalities – Counter-Party relations and credit qualifications,  credit rating and limit management, credit exposure monitoring, collateral management, Counter-Party default analysis, credit analytics, and credit reporting. The requirements are primarily derived from Section 16 of the Texas Nodal Protocols. The implementation of the business processes and the systems necessary for the above mentioned functionalities require interfaces with the Registration, Day Ahead Market, Real Time Market, Congestion Revenue Rights (CRR), Settlements and Billing, Financial Transfer, and EDW (both at business process level and systems level) systems. For the purposes of delivering the final capability for the CMM tool, this document provides all the necessary business requirements including those related to interfaces with the other systems.

1.4 Approach to Requirements Elicitation

The approach to requirements elicitation for CMM is based on understanding the nature of requirement evolution during normal requirement gathering process, which is

· Every requirement has the potential to create another requirement until it is realized or closed or dropped. 

· Understanding of the requirement growth characteristic as well as the environment in which requirements evolve helps in managing them.

· The key to growth rate is to look at the change rate – addition, deletion, modification over every requirement release cycle.

A phased approach consisting of 5 releases is proposed such that the requirements related to the following deliverables identified in the table are provided as part of the releases:

	Release #
	Contents
	Assumptions

	1
	Scope definition, high level requirements, identification of high level business process, activities, players, system interfaces, inter-business process communication
	

	2
	Update of reviews, elaboration of requirements, identification of use cases, detailed interface details, non-functional requirements
	ERCOT interfaces available, end to end processes – Settlements, CRR, MMS and EIS, Financial Transfer, Registration, and EDW

	3
	Update of reviews, completion of elaboration of use cases and requirements, technical and non-functional requirements
	 All requirements that may impact protocols are identified, no requirement with above “Medium” rating

	4
	Test Requirements, high level test plan, test cases, training requirements
	

	5
	Final version –


	All requirements that are not deemed feasible are moved to wish list or dropped.


1.5 Control Framework

The control framework for CMM proposes analyzing the requirements in each release for the following attributes and incorporating the results from the analysis into the subsequent releases. The strategy involves the following:

· Plan on revision release on the1st of every month 

· Clarify requirements to classify the list into the attributes mentioned below.
· Establish goals such that any requirement above Medium are identified, broken down or dropped/postponed or clarified with Participants by the end of the version.
	Attribute
	Values for attributes

	Degree of operational need
	Critical, High, Medium, Low, Wish List

	Difficulty of implementation of the functionality
	Impossible, High (Never done before OR pain in the past), Medium, Low, No problem

	Degree of testability
	No idea, High (multiple scenario AND large data), Medium (Same as High but OR), Low, No problem

	Degree of inter-component dependency
	Huge (Impacts all components and large data), High, Medium, Low, None

	Degree of impact on schedule and budget 
	Huge( exceed time and budget set), Medium (within time, budget but considerable impact), Low (minor impact)
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1.6 Traceability

The CMM requirements need to have traceability to Nodal Protocols, ERCOT Creditworthiness standards, and any other commercially reasonable standards/procedures deemed necessary by the ERCOT Credit Department, with appropriate notice to Market Participants, and/or approved by ERCOT Board as recommended by the Finance and Audit Committee. NERC and FERC standards do not apply directly to CMM unless approved by the ERCOT Board as recommended by the Finance and Audit Committee.  These requirements are based off of 1 October 2006 version of Section 16 of Protocol.
1.7 Assumptions and Dependencies

Assumptions

1. The reader of this document is familiar with concepts of financial credit, electricity markets, ERCOT nodal protocols, software projects, requirement gathering and analysis

Dependencies

1. The full capability of the CMM tool requires interfaces and some level of application development in the following systems – Registration, Day Ahead Market, Congestion Revenue Rights and Settlements and Billing, Registration, EDW and Financial Transfer. Requirements for CMM may change or new requirements might be added or deleted based on changes to the other systems, if necessary.
2 Functional Requirements

2.2 Business Requirements Overview and Activity Map for Credit Monitoring and Management

The CMM application shall provide the capability to implement the following business processes:

· Counter-Party  Relations and Credit Qualification

· Acquire Counter-Party Data for Credit Qualification for QSEs and CRR Account Holders
· Assess Creditworthiness and Establish Initial Unsecured and Secured Credit Limit

· Acquire Counter-Party Certified Data
· Credit Rating and Limit Management 

· Obtain Financial Statements

· Acquire Industry Standard Credit Rating 
· Perform Credit Scoring and Establish Unsecured Credit Limit

· Credit Exposure Monitoring

· Calculate Initial Estimated Liability

· Calculate Estimated Aggregate Liability

· Calculate Aggregate Incremental Liability

· Calculate Future Credit Exposure for CRR PTP Obligations

· Calculate Future Credit Exposure for CRR PTP Options

· Calculate Future Credit Exposure for CRR Flowgate Rights
· Calculate the Counter-Party Credit Exposure

· Calculate the Counter-Party Available Credit Limit 
· Transfer the Counter-Party Available Credit Limit

· Monitor Key Market Indicators and Counter-Party Credit Activity and Provide Messages and Alerts
· Validate Credit Requirements for CRR Bilateral Transactions Traded through ERCOT MIS
· Collateral Management 

· Determine Collateral Requirements

· Issue Collateral Call Letter
· Track Collateral Calls Issued
· Record and Track Counter-Party Collateral Instruments

· Expiring Collateral Analysis

· Process Counter-Party Refunds
· Counter-Party Default Analysis

· Issue Late Payment, Breach, and Default Letters

· Track Counter-Party Late Payment, Breach, and Default Notices
· Segregate Bankrupt Counter-Party Collateral and Exposure
· Credit Analytics

· Perform Back-cast Analysis

· Perform Default Probability Analysis

· Credit Reporting

· Generate Summary of Updates from Registration System

· Generate Summary of Updates from Credit Rating Agencies

· Generate Summary of Outstanding Financial Statements

· Generate Daily Summary Report of Total Potential Exposures

· Generate Daily Report of Total Potential Exposure and Supporting Details by Counter-Party
· Generate Report of EAL for Each Counter-Party

· Generate Report of AIL for Each Counter-Party
· Generate Report of FCEOBL for Each Counter-Party
· Generate Report of FCEOPT for Each Counter-Party
· Generate Report of FCEFGR for Each Counter-Party
· Generate Weekly Top Counter-Party Exposure Report

· Generate Monthly Credit Statistics Report

· Generate Daily Summary Report of Collateral Details

· Generate Daily Summary Report of Outstanding Collateral Calls

· Generate Daily Summary Report of Late Payment, Breach and Default Notices
· Generate Ad-hoc Reports
· Provide Daily Reports of Credit Standing to ERCOT Counter-Parties
The business requirements for each of these Sub-Processes are provided in the following tables. These requirement tables are defined based on the 5 W & H method – 

· What – State the business requirement using active verb(s)

· Why – State the purpose behind the requirement

· When – State the timeline – periodicity or on-demand and what time of the day at which the business requirement needs to be realized

· Who – State the person(s) performing the act

· Where – State the locale relevant to the action (business department or the interfacing IT tool)

· How – State the procedural steps involved in realizing the business requirement

The business requirement tables are structured on a top-down, branching mode such that high granular level of requirement details in terms of the 5 W & H are captured. Also, the values for the “Who” attribute in these requirement tables have been used in creating the actor catalog for the Use Cases. For ease of maintenance and usability, the Requirement IDs are numbered in a hierarchical and branching fashion rather than one single continuous sequence of numbers.
The Activity Maps for CMM were created for each of the business processes and some key business Sub-Processes and are included in their respective sections.

The following is the list of actors involved in the CMM business processes.

	#
	Actor
	Description

	1
	Credit Analyst
	Performs activities related to credit 

	2
	Senior Analyst - Treasury
	Performs activities related to credit and treasury

	3
	Credit Manager
	Oversees activities related to credit

	4
	Treasurer
	Oversees activities related to credit and treasury

	5
	Legal Staff
	Performs review and signs breach and default letters

	6
	ERCOT IT Staff
	Performs first level support of CMM system

	7
	Treasury Analyst
	Performs cash management functions
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2.3 Counter-Party Relations and Credit Qualification

2.2.1 Overview and Activity Map 

Acquiring Counter-Party relations and credit qualification information is the first step in the credit monitoring process.  The term “Counter-Party” in this Section means an Entity that is a QSE, a CRR Account Holder, or both. Counter-Parties may have multiple QSE numbers and / or CRR accounts. The QSE/Sub-QSE and CRR account holders that are part of the same Entity will be rolled up to the Entity level for the purpose of determining credit exposure, collateral requirements, and credit limits. The purpose of this business Sub-Process is to acquire the information needed to complete the registration process. During this process, the Counter-Party will also need to supply financial information in order for the ERCOT Credit Department to assess and approve the creditworthiness of the Counter-Party. The results of the assessment are then provided to the ERCOT Registration System. After the Counter-Party becomes qualified and certified by the ERCOT Registration group the Counter-Party is activated and its creditworthiness is monitored on an on-going basis.

Activity Map # AM-CRCQ-1 Counter-Party Relations and Credit Qualification

 
[image: image3.emf] Counter-Party Relations & Credit Qualification

E

x

t

e

r

n

a

l

E

R

C

O

T

C

r

e

d

i

t

 

G

r

o

u

p

C

M

M

E

R

C

O

T

E

x

t

e

r

n

a

l

No

S

y

s

t

e

m

s

 

B

u

s

i

n

e

s

s

 

A

r

e

a

s

Yes

No

No

Yes

Yes

Notify CP is 

Creditworthy

[Registration]

Acquire CP Certified Data

Complete 

Applicant 

Information

CP Data 

Complete?

Register Applicant 

[Registration]

Activate CP

Requset 

Collateral 

(CP)

Post IEL to 

CP

Collateral

Received?

Calculate 

IEL

Submit 

Requested 

Collateral

(Applicant)

Assess Creditworthiness and Establish Initial 

Unsecured and Secured Credit Limits

Establish 

Unsecured 

Credit Limit

Acquire CP Data for Credit Qualification 

for QSE and CRR Account Holders

Acquire CP Data for 

Credit Qualification 

for QSE and CRR 

Account Holders

Notify CP 

is not

Creditworthy

[Registration]

Sub Process:

Calculate Credit 

Score

Certify CP 

Data 

[Registration]

Is Collateral 

Required?

Acquire CP 

Ratings and 

Financial 

Statement


2.2.2 Business Sub-Process:  Acquire Counter-Party Data for Credit Qualification for QSE and CRR Account Holders 
	Requirement Id
	FR-CRCQ-1

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.2, 16.8, 16.11.1 - 16.11.3

	Traceability to Sub-Process Maps
	AM-CRCQ-1

	WHAT: Acquire and update Counter-Party relations and contact information to be used as the master file for credit qualification and other credit business processes. Provide summary reports of new applicant information and changes to existing Counter-Party information. For updates to Counter-Party basic information, only current information is required. The detail information required includes: 

1. Legal Entity Name

2. QSE number

3. QSE/Sub-QSE link if available (Counter-Party Parent/Child relationship)

4. ERCOT Account Manager

5. D&B number

6. Address, E-mail and phone number contact of the Counter-Party authorized representative, credit and financial contacts

7. Wiring instructions 

8. Status change between active (active in the ERCOT Market), inactive (has exited the ERCOT Market) counter-parties and pending (Applicant waiting for approval to enter ERCOT Market) – this information is based on old and current information once the master data is updated.

9. Filing Status (public or private)

WHY:  As part of the registration process, define the relationship between the entities and obtain the contact information. This information will be used for all credit related business processes on an on-going basis as well.

WHEN: The data is pulled into the CMM Application from the ERCOT Registration system at least daily for applicants requesting registration to participate in the ERCOT market or counter-parties updating their information.

WHO: The basic details for a Counter-Party are entered by the Registration Analyst in the Registration system and pushed into the CMM Application. The Credit Analyst reviews the details and (manually) enters credit related data supporting initial collateral, including load or generation estimates, into the CMM Application.

WHERE: The CMM Application provides the front end interface for the Credit Department.

HOW: The CMM application acquires Counter-Party relationships through a programmatic interface to the Registration System and  the credit analyst performs the following activities:

1. Review the Counter-Party details.

2. Ensure Parent/child and other relationships are defined properly in the CMM Application.


2.2.3 Business Sub-Process:  Assess Creditworthiness and Establish Initial Unsecured and Secured Credit Limits 
	Requirement Id
	FR-CRCQ-2

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	Protocol Section 16.2, 16.8, 16.11.1 - 16.11.3

	Traceability to Sub-Process Maps
	AM-CRCQ-1

	WHAT: Assess the creditworthiness of the applicant, establish initial unsecured credit limit and obtain required collateral if needed. 
WHY:  As part of the Registration process, the creditworthiness of the applicant needs to be evaluated, unsecured credit limit established and collateral obtained, if needed. 

WHEN:  After the applicant submits request for registration to participate in the ERCOT market. 

WHO: The Credit Analyst/Manager 
WHERE: CMM

HOW: 

1. The Credit Analyst/Manager reviews financial statements and credit agency ratings, performs credit scoring, reviews and updates the initial unsecured credit limit (refer to business Sub-Process “Perform Credit Scoring and Establish Unsecured Credit Limit”).
2. The Credit Analyst/Manager notifies the Counter-Party of the updated unsecured credit limit by email.

3. The Credit Analyst/Manager calculates the initial exposure amount and determines if collateral is required (refer to business Sub-Process “Calculate Initial Estimated Liability”).
4. The Credit Analyst/Manager communicates any collateral requirements to the applicant (refer to business Sub-Process “Determine Collateral Requirements” and “Issue Collateral Calls”).
5. The Credit Analyst/Manager confirms collateral is received and records it in the CMM application (refer to business Sub-Process “Record and track Counter-Party Collateral Instruments”). 

6. The Credit Analyst/Manager enters the initial unsecured credit limit into the CMM application and approves the applicant for creditworthiness.

7. The Credit Analyst/Manager communicates approval of creditworthiness to the ERCOT Registration group through a programmatic interface between CMM and the Registration system.


2.2.4 Business Sub-Process:  Acquire Counter-Party Certified Data 
	Requirement Id
	FR-CRCQ-3

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	Protocol Section 16.2

	Traceability to Sub-Process Maps
	 AM-CRCQ-1

	WHAT: Acquire indicator that Counter-Party has successfully completed the ERCOT registration process and ERCOT has issued a digital certificate 
WHY:  The Credit Analyst will need to know when a Counter-Party has completed the ERCOT certification process.
WHEN:  After the Counter-Party has completed the ERCOT certification process.
WHO: The Registration system will notify CMM.
WHERE: The basic details of the Counter-Party certification will be acquired through programmatic interface from the ERCOT Registration system. 
HOW: The CMM application shall acquire Counter-Party certification through programmatic interface from the ERCOT Registration System.


2.2.5 Use Case Catalog 
	Use Case Id
	Name
	Use Case Description

	UC-CRCQ-1
	Acquire Counter-Party Data for Credit Qualification for QSE and CRR Account Holders
	Acquire information needed to complete the Credit Qualification process for QSE and CRR Account Holders.

	UC-CRCQ-2
	Assess Creditworthiness and Establish Initial Unsecured and Secured Credit Limit
	Assess the creditworthiness of the applicant, establish initial credit limit, and obtain collateral if required.

	UC-CRCQ-3
	Acquire Counter-Party Certified Data
	Acquire necessary information needed after the Registration process is completed and the Digital Certificate is issued by ERCOT to the Counter-Party.


2.2.6 Use Case: Acquire Counter-Party Data for Credit Qualification for QSE and CRR Account Holders
	Use Case ID
	UC-CRCQ-1

	Use Case Name
	Acquire Counter-Party Data for Credit Qualification for QSE and CRR Account Holders

	Requirement ID Reference
	FR-CRCQ-1

	Protocol Reference
	16.2, 16.8

	Coverage of Protocol
	Partial

	Parent Process / Sub-process
	Counter-Party Relations and Credit Qualification

	Sub-process Element Coverage
	

	Description:
	Acquire information needed to complete the Credit Qualification process for QSE and CRR Account Holders.

	Actors:
	Registration, CMM, and Credit Analyst.

	Preconditions:
	1. Applicant information has been entered into Registration system.

2. Parent/child and other relationships between Counter-Parties are defined.

3. Registration system has pushed new and changed Counter-Party data to CMM.

	Main Success Scenario:
	1. The Registration system sends data for Applicants which require creditworthiness review, including but not limited to:
a. Legal Entity Name.

b. QSE Number.

c. QSE/Sub-QSE link if available.

d. ERCOT Account Manager.

e. D&B Number.

f. Address, E-mail and phone number contact of the Counter-Party authorized representative, credit and financial contacts.

g. Wiring instructions

2. CMM receives and processes applicant data.

3. The Credit Analyst reviews the applicant data to assure it is sufficient to conduct the creditworthiness review.

4. The Credit Analyst identifies the relationship between related applicant and any existing Counter-Party entities in CMM.

	Post conditions:
	Applicants identified for creditworthiness review.

	Alternative Scenario 1:

(Registration interface failed)
	The Registration system will resend the applicant information to the CMM system.

	Alternative Scenario 2:

(Registration data insufficient for creditworthiness review)
	1. The Credit Analyst determines that the data received from registration is not sufficient for the Credit Analyst to conduct a creditworthiness analysis.

2. Applicant is marked inactive in CMM.

3. The Credit Analyst manually notifies the registration group of the problem.

4. Registration group resolves the data issue with the applicant and resends the applicant information to CMM.

	Post conditions:
	Missing data supplied and process resumes.


2.2.7 Use Case: Assess Creditworthiness and Establish Initial Unsecured and Secured Credit Limit
	Use Case ID
	UC-CRCQ-2

	Use Case Name
	Assess Creditworthiness and Establish Initial Unsecured and Secured Credit Limit

	Requirement ID Reference
	FR-CRCQ-2

	Protocol Reference
	16.2, 16.8, 16.11

	Coverage of Protocol
	Partial

	Parent Process / Sub-process
	Counter-Party Relations and Credit Qualification

	Sub-process Element Coverage
	

	Description
	Assess the creditworthiness of the applicant, establish initial unsecured and secured credit limit, and obtain collateral if required.

	Actors:
	CMM system, Credit Analyst, and Applicant.

	Preconditions:
	1. Applicant information has been received from Registration system.
2. Applicant has completed initial set up in CMM in the Sub-Process called “Acquire Counter-Party data for credit qualification for QSE and CRR Holder”.

	Main Success Scenario:
	1. The Credit Analyst manually enters industry ratings for applicant or obtains them using the Sub-Process called “Acquire Industry Standard Credit Rating”. 

2. The Credit Analyst manually enters financial statements data or obtains them using the Sub-Process called “Obtain Financial Statements”.

3. The Credit Analyst determines the Applicant’s credit score using the Sub-Process called “Perform Credit Scoring and Establish Unsecured Credit Limit”.
4. The Credit Analyst determines the unsecured credit limit and enters it into CMM.

5. If the Counter-Party is applying to be a QSE, the Credit Analyst determines the Applicant’s Initial Estimated Liability (IEL) using the Sub-Process called “Calculate Initial Estimated Liability”.

6. CMM posts the IEL to the Counter-Party.
7. If the Applicant has unsecured credit sufficient for the IEL and is not required to post collateral, the Credit Analyst approves the applicant and communicates this to the Registration group through a programmatic interface between CMM and the Registration system.
8. If the Applicant does not have unsecured credit sufficient for the IEL and is required to post collateral, the Credit Analyst determines the amount of collateral required from the Applicant using the Sub-Process “Determine Collateral Requirement”.

9. The Credit Analyst requests the required collateral from the Applicant.

10. As collateral payments are received from the Applicant the Credit Analyst posts the collateral to the applicant’s file in CMM using the Sub-Process “Record and Track Counter-Party Collateral Instruments”.

11. If the applicant submits the required collateral, the Credit Analyst approves the Applicant and communicates this to Registration through a programmatic interface between CMM and the Registration system. 
12. If the applicant does not submit the required collateral, the Credit Analyst communicates this to the Registration group and sets the applicant’s status to “Inactive” through a programmatic interface between CMM and the Registration system. 
13. The Credit Analyst notifies the Counter-Party of its credit status by email.

	Post conditions:
	1. Applicant creditworthiness evaluation complete.

2. Required collateral has been received and posted to Applicant’s information.


2.2.8 Use Case: Acquire Counter-Party Certified Data 
	Use Case ID
	UC-CRCQ-3

	Use Case Name
	Acquire Counter-Party Certified Data

	Requirement ID
	FR-CRCQ-3

	Protocol Reference
	16.2, 16.8

	Coverage of Protocol
	Partial

	Parent Process / Sub-process
	Counter-Party Relations and Credit Qualification

	Sub-process Element Coverage
	

	Description
	Acquire necessary information needed after the Registration process is completed and the Digital Certificate is issued by ERCOT to Counter-Party.

	Actors:
	Registration system, CMM, Credit Analyst.

	Preconditions:
	1. Applicant information has been entered into the Registration system.

2. Relationship between applicant and existing Counter-Parties is defined.

3. Applicant has received initial credit score and credit limit.
4. Applicant has submitted required collateral.

	Main Success Scenario:
	1. The Registration system posts a message to CMM indicating that the registration process has been completed successfully for identified applicants and that they may now be considered valid Counter-Parties.

2. The Counter-Party status is set to “Active” in the CMM system for approved Counter-Parties.

3. CMM notifies the Credit Analyst that the Counter-Party status has been changed to “Active”.

	Post conditions:
	Activated Counter-Parties

	Alternative Scenario 1:

(Applicant fails registration process)
	1. The Registration system posts a message to CMM indicating that the registration process has rejected identified applicants.

2. The Counter-Party status is set to “Inactive” in the CMM system for rejected Counter-Party.

	Post conditions:
	Inactivated Counter-parties.


2.3 Credit Rating and Limit Management 

2.3.1 Overview and Activity Map

The purpose of this business process is to determine the credit rating(s) and limit(s) for a Counter-Party. This process is preceded by the business Sub-Process, “Counter-Party relations and Credit qualification” and it is executed prior to the business Sub-Process, “Credit Exposure Calculation”. 

Activity Map # AM-CRLM-1 - Credit Rating and Limit Management  
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Sub Process :


2.3.2 Business Sub-Process:  Obtain Financial Statements
	Requirement Id
	FR–CRLM-1

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.1 – 16.11.3

	Traceability to Sub-Process Maps
	AM-CRLM-1

	WHAT: Acquire Counter-Party financial statements for non-public and public Counter-parties.

WHY:  To assess creditworthiness.

WHEN: Quarterly and annually. 

WHO: The Credit Analyst/Credit Manager, CMM system, and Mergent Online (an online financial statement service for public companies).

WHERE: CMM Application and Mergent Online.

HOW: 

If the Counter-Party is non-public the following steps are taken to acquire financial data:

· THE CMM Application generates requests every 30 days until the 60 day deadline for the fiscal quarter or 120 days after the close of each of the issuer’s fiscal year. 

· The Credit Analyst/Credit Manager reviews the requests and approves them for transmission to Counter-parties.

· The CMM system delivers requests to the Counter-party’s credit contact or authorized representative by email.
If the Counter-Party is public the following steps are taken to acquire financial data:

· CMM contacts the Mergent Online service through a programmatic interface and pulls financial statement data.

For all Entities, the Credit Analyst/Credit Manager reviews the financial statements.


2.3.3 Business Sub-Process:  Acquire Industry Standard Credit Rating
	Requirement Id
	FR-CRLM-2

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.2

	Traceability to Sub-Process Maps
	 AM–CRLM-1

	WHAT: Acquire S&P and Moody’s industry standard credit rating.

WHY:  To help evaluate and monitor Counter-Party creditworthiness and set unsecured credit limits for all Counter-Parties. 

WHEN:  Credit ratings will be imported in conjunction with the application approval process and at least annually thereafter. Credit ratings will also be imported whenever the ratings are changed by the agencies. 

WHO: The Credit Analyst/Credit Manager, and CMM system.

WHERE: The request for rating is initiated in the CMM system.

HOW: 

· Through a programmatic interface between the CMM system and credit rating provider’s system based on the legal name of the applicant/Counter-Party.

· A report of all changes made to Counter-Party credit ratings is generated.
· The Credit Analyst/Manager will review the report. 


2.3.4 Business Sub-Process:  Perform Credit Scoring and Establish Unsecured Credit limit
	Requirement Id
	FR-CRLM-3

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.2, ERCOT Creditworthiness Standards

	Traceability to Sub-Process Maps
	 AM-CRLM-1

	WHAT:  Determine whether or not a Counter-Party meets the ERCOT creditworthiness standards for all of their activities in the ERCOT market and establish an unsecured credit limit for the Counter-Party. The unsecured credit limit history will be maintained in the CMM system.
WHY: To determine whether applicant/Counter-Party meets and maintains the creditworthiness standards necessary to obtain an unsecured credit limit in the ERCOT market in accordance with the ERCOT creditworthiness standards and determine if collateral will be needed from  the applicant/ Counter-Party to cover any financial liability that may be incurred in the ERCOT market. 

WHEN: Credit Scoring will be performed in conjunction with the application approval process and at least annually thereafter. However, scoring will be reviewed based on new information and performed on a quarterly or more frequent basis if appropriate. 

WHO: The Credit Analyst/Credit Manager and CMM system.

WHERE: Credit Scoring will be performed in the CMM system. 

HOW: Financial statement data and credit ratings data will be retrieved programmatically from a financial statement and credit ratings service providers or entered manually by the Credit/Analyst into the CMM system.  The following data are required to perform credit scoring:

· Standard and Poor’s Credit Ratings. Refer to business Sub-Process, “Acquire Industry Standard Credit Rating”.

· Moody’s Credit Ratings. Refer to business Sub-Process, “Acquire Industry Standard Credit Rating”.

· Financial statements. Refer to business Sub-Process, “Obtain financial statements”.

· ERCOT Creditworthiness standards as defined below

· If the applicant/Counter-Party is a Cooperative/Municipal entity, the following rules apply in order to obtain an unsecured credit limit:

· Minimum Equity in the amount of $25,000,000

· Times Interest Earnings Ratio (TIER) of 1.05

· Debt Service Coverage Ratio (DSC)  of 1.00

· Equity to Assets of 0.15

· If credit score is acceptable, propose unsecured credit limit which is based on 0% to 5% of unencumbered Assets. 

· Unsecured credit limit can not exceed $125,000,000

· If the applicant/Counter-Party is a Privately-held entity, the following rules apply in order to obtain an unsecured credit limit: 

· Minimum Equity in the amount of $100,000,000.

· Tangible Net Worth in the amount of $100,000,000.

· Minimum Current Ratio of 1.0.

· Maximum Debt to Total Capitalization Ratio of 0.60.

· Minimum EBITDA to Interest and Current Maturities on Long-Term Debt of 2.0. 

· The Credit Analyst/Manager will assign an unsecured credit limit which is based on 0% to 1.8% of Shareholder’s Equity.  The assessment will be based on the ERCOT Creditworthiness Standards for ‘Privately-Held’ Entities.

· Unsecured credit limit can not exceed $125,000,000

· If the applicant/Counter-Party is neither  a Cooperative/Municipal nor a privately-held entity, the following rules apply in order to obtain an unsecured credit limit:

· Minimum Equity in the amount of $100,000,000.

· A Moody’s (Baa3 or higher) and S&P (BBB- or higher) investment grade credit rating.

· The Credit Analyst/Manager will assign an unsecured credit limit which is based on 0% to 3.00% of Shareholder’s Equity. The assessment will be based on the ERCOT Creditworthiness Standards for ‘All Other’ entities.

· Unsecured credit limit can not exceed $125,000,000.


2.3.5 Use Case Catalog
	Use Case Id
	Name
	Use Case Description

	UC-CRLM-1
	Obtain Financial Statements
	Obtain financial statements and update CMM information to support evaluation of creditworthiness.

	UC-CRLM-2
	Acquire Industry Standard Credit Rating
	Acquire credit rating information from ratings services and update CMM information to support evaluation of creditworthiness

	UC-CRLM-3
	Perform Credit Scoring and Establish Unsecured Credit Limit
	Credit scoring determines an internal credit score for granting an unsecured credit limit. Establish the secured/unsecured credit limits for the applicant/Counter-Party using ERCOT creditworthiness standards.


2.3.6 Use Case: Obtain Financial Statements
	Use Case ID
	UC-CRLM-1

	Use Case Name
	Obtain Financial Statements

	Requirement ID Reference
	FR-CRLM-1

	Protocol Reference
	16.11.1 – 16.11.3

	Coverage of Protocol
	Partial

	Sub-process Element Coverage
	

	Description
	Obtain financial statements programmatically for public Counter-parties and update the CMM system to support the evaluation of Counter-Party creditworthiness. Request financial data of non-public Counter-Parties on a quarterly and annual basis.

	Parent Process / Sub-Process
	Credit Rating and Limit Management

	Actors:
	Credit Analyst, Mergent Online service, CMM system, Applicants, and non-public Counter-Parties.

	Preconditions:
	1. Applicant/Counter-Party must have successfully completed registration process.

2. CMM has acquired Applicant information from Registration.

3. Frequency of Mergent Online service established in CMM.

	Main Success Scenario:
	If the Counter-Party is public:

1. CMM will initiate communication with Mergent Online and pull available the financial statements.

2. Financial statement data will be downloaded and posted to the appropriate Counter-Party.

3. The Credit Analyst reviews of the financial statement data. 

If the Counter-party is non-public:

1. CMM requests financial data from Counter-Party.

2. The Credit analyst receives, and manually enters data into CMM.

	Post conditions:
	1. Financial data are received and recorded in CMM.

2. Counter-parties for whom financial data are outdated are identified for follow-up.

	Alternative Scenario 1:

Failure to connect with Mergent Online service.
	The Credit Analyst will contact ERCOT IT staff. They will work on the problem until resolved.

	Post conditions:
	The process resumes with loading of financial statement data resumes.

	Alternative Scenario 2:

Expected information not received from Mergent Online service.
	If financial statement data is not provided, then the Credit Analyst should follow up with the Counter-Party and the Mergent Online to identify the problem. This Counter-Party may be requested to submit financial statement data directly to ERCOT

	Post conditions:
	Updated financial statement data are received from the Counter-Party.

	Alternative Scenario 3:

Counter-Party submits information that is not acceptable
	If during the review of financial statement data the Credit Analyst determines that the data are not acceptable, then the Credit Analyst will make a supplemental request to the Counter-Party and annotate the Counter-Party’s information accordingly.

	Post conditions:
	Supplemental request to for financial statement data is issued to Counter-Party.

	Alternative Scenario 4:

Counter-Party information severely out of date
	If the Counter-Party financial statement data are outdated after repeated attempts to obtain financial statement data, then the Counter-Party may be identified as in breach--triggering the processing associated with “in–breach” Counter-Parties. Refer to business Sub-Process, “Issue Late Pay, Breach and Default Letter”.

	Post conditions:
	Counter-Party identified as “in–breach.”


2.3.7 Use Case: Acquire Industry Standard Credit Rating
	Use Case ID
	UC-CRLM-2

	Use Case Name
	Acquire Industry Standard Credit Rating

	Requirement ID Reference
	FR-CRLM-2

	Protocol Reference
	16.11.2

	Coverage of Protocol
	Partial

	Sub-process Element Coverage
	

	Description
	Acquire S&P and Moody’s industry standard credit rating

	Parent Process / Sub-Process
	Credit Rating and Limit Management

	Description:
	Acquire credit rating information from ratings services and update CMM information to support evaluation of creditworthiness

	Actors:
	Credit Analyst, Credit Ratings Service (i.e. Moody’s, S&P’s), CMM

	Preconditions:
	1. Applicant must have initiated the Registration process

2. CMM acquires Applicant information from Registration

3. Counter-Party must have successfully completed registration process

4. Agreement with Credit Ratings Service in place to retrieve Standard Credit Rating (SCR) information

5. Source and frequency of credit rating established in CMM

	Main Success Scenario:
	1. The CMM reviews each Counter-Party’s credit rating information and determines if it is time to update the ratings information

2. CMM will initiate communication with the SCR Service and request the SCR

3. Requested SCR will be downloaded and posted to the appropriate Counter-Party information in CMM

4. The Credit Analyst reviews the posted SCR information to assure that the posting activity was successful.

5. CMM will produce an exception list of Counter-Parties whose SCR information is older than registration requirements.

6. The Credit Analyst reviews the exception list and follows up with the Credit Ratings Service or Counter-Party as appropriate.

7. CMM produces an exception list of Counter-Parties whose credit ratings have changed in the last set of updated information received from the ratings service.

8. The Credit Analyst reviews the updated credit ratings to assure that the updated ratings have been applied correctly and to look for changes in credit ratings.

9. The Credit Analyst may from time to time receive notification from the Credit Rating Service of major down-grade events for a specific Counter-Party perhaps by e-mail. The Credit Analyst will review such notifications, update the CMM system manually, if needed and take appropriate action.

	Post conditions:
	1. Ratings Service SCR Information received and posted to CMM

2. Exception List provided of Counter-Parties whose credit ratings have changed

3. Outdated SCR Information identified for follow-up

	Alternative Scenario 1:

Failure to connect with Credit Ratings Service
	The Credit Analyst supervising the update will contact ERCOT IT staff and the Credit Ratings Service. They will work on the problem until resolved.

	Post conditions:
	The process resumes with loading of Credit Ratings Service information

	Alternative Scenario 2:

Expected information not received from Credit Ratings Service
	If a credit ratings service does not provide SCR information for a Counter-Party for whom it was expected this Counter-Party will appear on the list generated in step 5 above. The Credit Analyst should follow up with the Counter-Party and the Credit Ratings Service to identify the problem. 

	Post conditions:
	1. Updated SCR Information received from the ratings service or

2. Counter-Party classified as unrated for period for which no SCR information is available


2.3.8 Use Case: Perform Credit Scoring and Establish Unsecured Credit Limit
	Use Case ID
	UC-CRLM-3

	Use Case Name
	Perform Credit Scoring and Establish Unsecured Credit Limit

	Requirements ID Reference
	FR-CRLM-3

	Protocol Reference
	16.11.2

	Coverage of Protocol
	Partial

	Parent Process / Sub-Process
	Credit Rating and Limit Management

	Description:
	Using the credit scoring model, this process determines an internal credit score used in establishing a Counter-Party’s unsecured credit limit. 

The unsecured credit limits are established for the applicants/Counter-Parties using ERCOT creditworthiness standards. The standards are applied based on the type of applicant/Counter-Party entity: 

· Cooperative and Municipal entities. 

· Privately-held entities. 

· All other entities. 

The Credit Analyst will review the unsecured credit limits to determine if the limit needs be adjusted.

	Actors:
	Credit Analyst, Credit Manager, and CMM system.

	Preconditions:
	1. External credit ratings have been received for the Counter-Party.

2. Financial statement data have been received for the Counter-Party.

3. The Credit Analyst has reviewed the ERCOT credit standards to see if any relevant changes have taken place.

4. The credit scoring model has been updated to reflect the latest ERCOT creditworthiness standards.

5. The Counter-Party has received an initial credit score.

	Main Success Scenario:
	1. CMM calculates the Counter-party credit score according to the rules of the credit scoring model and a suggested unsecured credit limit is created..

2. The Credit Analyst/Credit Manager reviews the credit score and suggested unsecured credit limit and confirms or revises as necessary.

3. If a Counter-Party’s unsecured credit limit is reduced and that Counter-Party must provide additional collateral, that collateral will be requested as detailed in the Sub-Process Issue Collateral Calls.

4. CMM will produce a list of Counter-Parties whose unsecured credit limits have changed, along with the nature and extent of the change.

	Post conditions:
	1. Updated credit score and unsecured credit limit have been posted for each Counter-Party

2. Report of counter-parties whose credit score and/or unsecured credit limit has changed.

	Alternative Scenario 1:

Information needed for Credit Scoring is missing
	If some of the information needed for calculation of a credit score is missing, no new credit score will be calculated and CMM will identify 1) the Counter-Party with incomplete data and 2) the information needed to complete the credit scoring

	Post conditions:
	Counter-Party with missing information and related missing information are identified

	Alternative Scenario 2:

Information needed for Credit Scoring is out dated
	If some or all of the information needed for calculation of a credit score is considered out dated, a new credit score will be calculated using the information available. No exception will be identified as part of Perform Credit Scoring. Out dated information may be identified as a part of the processes that maintain that information.

	Post conditions:
	Updated credit score and unsecured credit limit have been entered for the Counter-Party.


2.4 Credit Exposure Monitoring

2.4.1 Overview and Activity Map 

The purpose of this business process is to evaluate and monitor the credit exposure for the counter-parties on an on-going basis. The credit exposure values are used to ensure the financial liability of the counter-parties do not exceed the sum of unsecured and secured credit limit. 

Activity Map # AM-CEM-1 - Credit Exposure Monitoring 
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2.4.2 Business Sub-Process:  Calculate Initial Estimated Liability
Activity Map # CEM-2 Credit Exposure Monitoring - Calculate IEL
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	Requirement Id
	FR–CEM-1

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.4.2

	Traceability to Sub-Process Maps
	AM-CEM-2

	WHAT: Calculate the Initial Estimated Liability (IEL) for the Counter-Party.

WHY: The IEL is estimated and used until the Counter-Party receives the first invoice from ERCOT and from then IEL is used in the calculation of EAL.

WHEN: On-demand basis.

WHO: The calculation will be done in the CMM system based on data from the Registration system or from data manually entered by the Credit Analyst.

WHERE: The IEL is calculated in the CMM system.

HOW: 

1. The IEL is estimated differently on the basis of (a) Counter-Party that is a QSE representing only the Load Serving Entities (LSE), (b) Counter-Party that is a  QSE representing only Resources, (c) Counter-Party that is a QSE representing both LSE and Resources, or (d) Counter-Party that is only a CRR account holder and  not a QSE.

2. For a Counter-Party that is a QSE representing only LSE

IEL = DEL ( Max [0.2, RTEFL] ( RTAEP ( 40

3. For a Counter-Party that is a QSE representing only Resources

IEL = DEG ( Max [0.2, RTEFG] ( RTAEP ( 40

4. For a Counter-Party that is a QSE representing both LSE and Resources

IEL = DEL ( Max [0.1, RTEFL] ( RTAEP ( 40 + 

DEG ( Max [0.1, RTEFG] ( RTAEP ( 40

5. For a Counter-Party that is only a CRR account holder and not a QSE

IEL = 0

6. The input data for IEL are defined as follows:

Variable

Unit

Description

Source System

DEL = Daily Estimated Load
MWh

The Counter-Party’s estimated average daily load in MWh as determined by ERCOT based on information provided by the Counter-Party.

Registration system or manually input

DEG = Daily Estimated Generation
MWh

The Counter-Party’s estimated average daily generation in MWh as determined by ERCOT based on information provided by the Counter-Party.
Registration system or manually input

RTEFL = Real Time Energy Factor for Load
The ratio of the Counter-Party’s estimated energy purchases in the Real-Time market as determined by ERCOT based on information provided by the Counter-Party, to the Counter-Party’s daily estimated load.
Registration system or manually input

RTEFG = Real Time Energy Factor for Generation
The ratio of the Counter-Party’s estimated energy sales in the real-time market as determined by ERCOT, based on information provided by the Counter-Party, to the Counter-Party’s daily estimated generation.
Registration system or manually input

RTAEP = Real Time Average Energy Price
$

Average settlement point price for the “ERCOT 345” as defined in Section 3.5.2.5, ERCOT Hub Average 345  kV trading hub (ERCOT 345), based upon the previous seven days’ average real-time settlement point prices.
Settlement System



	


2.4.3 Business Sub-Process:  Calculate Estimated Aggregate Liability

Activity Map # AM-CEM-3  Credit Exposure Monitoring - Calculate EAL

 
[image: image8.emf]E

x

t

e

r

n

a

l

E

R

C

O

T

C

r

e

d

i

t

 

G

r

o

u

p

C

M

M

E

R

C

O

T

E

x

t

e

r

n

a

l

S

y

s

t

e

m

s

 

B

u

s

i

n

e

s

s

 

A

r

e

a

s

Settlement

ADTE:

Avg Daily 
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OUT: 
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 Credit Exposure Monitoring  : Calculate EAL

EAL = Max[IEL first 60-

day period, Max[ADTE 

previous 60-day period]] 

+ OUT + PUL + DALE

Review 

and 

Revise 

If Needed

Sub-Process : Calculate Estimated Aggregate Liability

DALE:

Daily 

Average 

Liability 

Extrapolation

PUL:

Potential 

Uplift


	Requirement Id
	FR–CEM-2

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.4.3

	Traceability to Sub-Process Maps
	AM-CEM-3

	WHAT: Calculate the Estimated Aggregate Liability (EAL) for the Counter-Party.

WHY: After the Counter-Party receives the first invoice from ERCOT, the EAL will be used.

WHEN: Calculated twice on Business Days (NOTE: The Nodal Protocols specify “daily”; a clean up NPRR is required), by 7:00 am and updated by 3:00 pm. 

WHO: The calculation will be done in the CMM system 

WHERE: This calculation will be done in the CMM system 

HOW: 

1. The EAL is calculated in the same manner for all QSEs and CRR Account Holders.

EAL = Max [IEL during the first 60-day period, Max(ADTE during the previous 60-day period)] + OUT + PUL + DALE 

2. The input data for EAL are defined as follows:

Variable

Unit

Description

Source System

IEL = Initial Estimated Liability
$

Initial Estimated Liability for the Counter-Party.

CMM system

ADTE = Average Daily Transaction Extrapolated
$

Forty days multiplied by the sum of the net amount due from or to ERCOT by the Counter-Party in initial settlement statements included in the Counter-Party’s two most recent real-time settlement invoices divided by the number of initial settlement statements included in those two settlement invoices.  (The real-time initial settlement invoices includes settlement of real-time CRRs.)

Invoice and Settlement Statement data from the Settlement system

OUT= Outstanding Unpaid Transactions

$

Outstanding Unpaid Transactions—Outstanding, unpaid transactions of the Counter-Party, which include (1) outstanding Invoices to the Counter-Party, including Invoices for DAM activity and CRR Auction activity and (2) estimated unbilled items to the Counter-Party, to the extent not adequately accommodated in the ADTE calculation (including resettlements and other known liabilities).  The Counter-Party’s invoices for Real-Time transactions may not be considered outstanding for purposes of this calculation if paid on or before the second Business Day after the Invoice is issued.
Financial Transfer, Settlement, and Day Ahead Market systems
PUL = Potential Uplift
$

Potential uplift to the Counter-Party, to the extent and in the proportion that the Counter-Party represents entities to which an uplift of a short payment will be made pursuant to Section 9.7.3 of the protocol, partial payments by invoice recipients for the RTM,.  It is calculated as the sum of:
(a) Amounts expected to be uplifted within one year of the date of the calculation; and

(b) Twenty-five percent, or such other percentage based on available statistics regarding payment default under bankruptcy reorganization plans, of any short payment amounts being repaid to ERCOT under a bankruptcy reorganization plan that are due more than one year from the date of the calculation.
Uplift amount is manually input by  the Credit Analyst

DALE = Daily Average Liability Extrapolated

$

Sixteen days multiplied by the sum of the net amount due to or from ERCOT in DAM settlement statements (that includes ancillary services and CRRs cleared and bought in the DAM) included in the seven most recent DAM settlement invoices divided by the number of DAM settlement statements included in those seven DAM settlement invoices.
Invoice data is input from Settlement System




2.4.4 Business Sub-Process:  Calculate Aggregate Incremental Liability
Activity Map # AM-CEM-4 - Credit Exposure Monitoring - Calculate AIL
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Sub-Process :

Review 

and 

Revise 

If Needed

AIL = Max[0, RTL -

Max[0, (ADTE / 40 x 

N x 0.9)]]

Settlement

ADTE:

Average 

Daily 

Transactions 

Extrapolated

 Credit Exposure Monitoring  : Calculate AIL

Calculate Aggregate Incremental Liability


	Requirement Id
	FR-CEM-3

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.4.4

	Traceability to Sub-Process Maps
	AM-CEM- 4

	WHAT: Calculate the Aggregate Incremental Liability (AIL) for the Counter-Party.

WHY: To test the reasonableness of the EAL calculated.

WHEN: Calculated twice on Business Days (NOTE: The Nodal Protocols specify “daily”; a clean up NPRR is required), by 7:00 am and updated by 3:00 pm. 

WHO: The calculation will be done in the CMM system.

WHERE: This calculation will be done in the CMM system.

HOW: 

1. The AIL is calculated in the same manner for all QSEs and CRR account holders.

AIL =  
[image: image10.wmf]d

S

 (RTLd) – Max[0, (ADTE / 40 ( N( 0.9)] 
Where:

RTL is determined over all Settlement Points and all Settlement Intervals over all relevant days, as follows:
a. For each Operating Day that is completed and settled but for which no invoice has been issued using settlement statement data.

b. For each Operating Day that is completed but not settled or for which no invoice has been issued as the higher of ERCOT’s estimate of the Counter-Party’s RTL for the day or the Counter-Party’s estimate of RTL for the day.

c. For the next seven Operating Days that are not yet completed, RTL is calculated as the higher of 150% of ERCOT’s estimate of the Counter-Party’s RTL for the most recent seven days or the Counter-Party’s forecast of RTL. 

2. Invoice and statement data are from the Settlement system. Counter-Party’s estimates are from the Counter-Party or from MMS / Settlement systems.  Estimates are subject to manual adjustment upon review. Extrapolation factor may be manually adjusted.

3. The input data for AIL are defined as follows:

Variable

Unit

Description

Source System

RTL = Real Time Liability
$
The estimated or settled amounts due from or to ERCOT due to activities in the Real Time and Adjustment Period.  Real-Time Liability is the amounts for Load increased by amounts for awarded DAM Energy Offers, and Energy Trade sales and is decreased by amounts for awarded DAM Energy Bids, Energy Trade purchases, and estimated or settled amounts for generation. In addition Real-Time Liability will be adjusted for CRRs settled in Real Time and for other amounts due to or from ERCOT by the Counter-Party.  
Market systems

ADTE = Average Daily Transactions Extrapolated
$

Forty days multiplied by the sum of the net amount due from or to ERCOT by the Counter-Party in initial settlement statements included in the Counter-Party’s two most recent real-time settlement invoices divided by the number of initial settlement statements included in those two settlement invoices.

Invoice and statement data from the Settlement system

d

none
An Operating Day

N
none
All relevant days, i.e., the number of Operating Days that have not been invoiced plus seven days.



2.4.5 Business Sub-Process:  Calculate Future Credit Exposure for CRR PTP Obligations

Activity Map # AM-CEM-5 -Credit Exposure Monitoring - Calculate FCEOBL
 
[image: image11.emf] Credit Exposure Monitoring  : Calculate FCEOBL

E

x

t

e

r

n

a

l

E

R

C

O

T

C

r

e

d

i

t

 

G

r

o

u

p

C

M

M

E

R

C

O

T

E

x

t

e

r

n

a

l

S

y

s

t

e

m

s

 

B

u

s

i

n

e

s

s

 

A

r

e

a

s

FMMOBL:

Forward Mark 

to Market for 

PTP 

Obligations

Settlement Point 

Prices

[Settlement]

ACPEOBL:

Auction 

Clearing Price 

Exposure

FCEOBL = 

Max(ACPEOBL –

FMMOBL)

Review 

and 

Revise 

If Needed

Calculate Future Credit Exposure for CRR PTP Obligations Sub-Process :

PTP Obl. (MWh)

Ownership

ACP

[CRR]


	Requirement Id
	FR-CEM-4

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.4.6

	Traceability to Sub-Process Maps
	AM-CEM-5

	WHAT: Calculate the Future Credit Exposure for CRR PTP Obligations (FCEOBL) for the Counter-Party.

WHY: To determine the Counter-Party’s potential future credit exposure.

WHEN: Calculated on Business Days (NOTE: The Nodal Protocols specify “daily”; a clean up NPRR is required)  by 7 AM.

WHO: The Calculation will be done in the CMM system 

WHERE: This calculation will be done in the CMM system

HOW: 

1. The FCEOBL is calculated for all Counter-Parties that are identified as owners of CRRs. If the FCEOBL is negative (net asset to the Counter-Party) then FCEOBL will be calculated using PTP Obligations registered in the name of the Counter-Party and only for (a) the remaining hours of the current month and (b) all hours in the following month. Weighting factors may be customizable for the month for which the CRRs apply. (NOTE: The Nodal Protocols do not have the language to indicate the customization for the Weighting factors. A “clean up” NPRR is required )
FCEOBLo
=
Max (ACPEOBLo, - FMMOBLo)

Where:

ACPEOBLo
= Auction Clearing Price Exposure for all PTP Obligations 

=
[image: image12.wmf])

(

h

S
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,
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S

(ACPEh, (j,k)*OBLMWo, h, (j,k))

FMMOBLo     = Forward Mark to Market for PTP Obligations

                      =
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 EMBED Equation.3  [image: image15.wmf])

,

(

k

j

S

[(W1*ACPh, (j,k) + W2 * TOBLVh, (j,k) + W3 * FDOBLVh, (j,k) + W4 * PMOBLVh, (j,k)) * OBLMWo, h, (j,k)]

2. The input data for FCEOBL are defined as follows:

Variable

Unit

Description

Source System

ACPE = Auction Clearing Price Exposure
$

Auction Clearing Price Exposure for PTP Obligations with the source j and the sink k for hour h - exposure level calculated as follows: 

1. if the PTP Obligation Auction Clearing Price is greater than $15 per MW, then 150 divided by the PTP Obligation Auction Clearing Price;

2. if the PTP Obligation Auction Clearing Price is between $0 and $15 per MW, then $10 per MW; and
3. if the PTP Obligation Auction Clearing Price is negative, then $10 per MW, plus the absolute value of the PTP Obligation Auction Price per MW.
Auction Clearing Price data is from the CRR system or Settlement system

OBLMW = PTP Obligation MW
MW

PTP Obligation with the source j and the sink k  for hour h owned by the Counter-Party as owner o for all Operating Days that have not yet occurred and for CRRs that have not settled.

Obligation MW is from the CRR system

ACP = Auction Clearing Price

$

The auction clearing price of the PTP Obligation with the source j and the sink k for hour h.
Auction Clearing Price is from the CRR system

TOBLV = Today’s most recent  PTP Obligation Value

$

The difference in today’s most recent (NOTE: The Nodal Protocols do not have the language ‘most recent’ and a clean up “NPRR” is required)  DAM Settlement Point Price (SPP) between the sink k and the source j of the CRR for the hour h owned.  If DAM SPPs are not available, ERCOT may use the appropriate Hub prices instead. 
DAM Settlement Point Price is from the Settlement system

FDOBLV = Five-day PTP Obligation Value 

$

Average of the most recent rolling five-day difference in DAM Settlement Point Price between the sink k and the source j of the CRR for the hour h owned.  If DAM SPPs are not available, ERCOT may use the appropriate Hub prices instead.
DAM Settlement Point Price is from the Settlement system

PMOBLV = Previous Month’s PTP Obligation Value
$

Average of the previous month’s daily difference in DAM Settlement Point Price between the sink k and the source j of the CRR for the hour h owned.  If DAM SPPs are not available, ERCOT may use the appropriate Hub prices instead

DAM Settlement Point Price is from the Settlement system

W1,W2,W3, W4
The weighting associated with the pricing components that sum to 1
Weighting factors are manually entered and maintained in the CMM system



	


2.4.6 Business Sub-Process:  Calculate Future Credit Exposure for CRR PTP Options

Activity Map # AM-CEM-6 - Credit Exposure Monitoring - Calculate FCEOPT
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	Requirement Id
	FR-CEM-5

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.4.6

	Traceability to Sub-Process Maps
	AM-CEM - 6

	WHAT: Calculate the Future Credit Exposure for CRR PTP Options (FCEOPT) for the Counter-Party.

WHY: To determine the Counter-Party’s potential future credit exposure.

WHEN: Calculated on Business Days (NOTE: The Nodal Protocols specify “daily”; a clean up NPRR is required) by 7 AM.

WHO: The Calculation will be done in the CMM system 

WHERE: This calculation will be done in the CMM system.

HOW: 

1. The FCEOPT is calculated for all Counter-Parties that are identified as owners of CRRs and only for (a) the remaining hours of the current month and (b) all hours in the following month. Weighting factors may be customizable for the month for which CRRs apply. (NOTE: The Nodal Protocols do not have the language to indicate the customization for the Weighting factors. A “clean up” NPRR is required )
FCEOPTo
=
 - FMMOPTo
Where:

FMMOPTo  = Forward Mark to Market for PTP Options

=
[image: image17.wmf])

(

h

S



 EMBED Equation.3  [image: image18.wmf])

,

(

k

j

S

[(W1*ACPh, (j,k) + W2 * TOPTVh, (j,k) + W3 * FDOPTVh, (j,k) + W4 * PMOPTVh, (j,k)) * OPTMWo, h, (j,k)]

2. The input data for FCEOPT are defined as follows:

Variable

Unit

Description

Source System

OPTMW = PTP Option MW
MW

PTP Option with the source j and the sink k  for hour h owned by the Counter-Party as owner o for all Operating Days that have not yet occurred and for CRRs that have not settled.

Option MW is from the CRR system

ACP = Auction Clearing Price

$

The auction clearing price of the PTP Option with the source j and the sink k for hour h.
Auction Clearing Price is from the CRR system or the Settlement system 

TOPTV = Today’s most recent PTP Option Value

$

The greater of zero or difference in today’s most recent (NOTE: The Nodal Protocols do not have the language ‘most recent’ and a clean up “NPRR” is required)  DAM Settlement Point Price (SPP) between the sink k and the source j of the CRR for the hour h owned.  If DAM SPPs are not available, ERCOT may use the appropriate Hub prices instead.
DAM Settlement Point Price is from the Settlement system

FDOPTV = Five-day PTP Option Value 

$

Average of the most recent rolling five-day amount given by the greater of zero or the difference in DAM Settlement Point Price between the sink k and the source j of the CRR for the hour h owned.  If DAM SPPs are not available, ERCOT may use the appropriate Hub prices instead.
DAM Settlement Point Price is from the Settlement system

PMOPTV = Previous Month’s PTP Option Value
$

Average of the previous month’s daily amount given by the greater of zero or the difference in DAM Settlement Point Price between the sink k and the source j of the CRR for the hour h owned.  If DAM SPPs are not available, ERCOT may use the appropriate Hub prices instead

DAM Settlement Point Price is from the Settlement system

W1,W2,W3, W4
The weighting associated with the pricing components that sum to 1
Weighting factors are manually entered and maintained in the CMM system



	


2.4.7 Business Sub-Process:  Calculate Future Credit Exposure for CRR Flowgate Rights

Activity Map# AM-CEM-7 - Credit Exposure Monitoring - Calculate FCEFGR
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	Requirement Id
	FR-CEM-6

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.4.6

	Traceability to Sub-Process Maps
	 AM-CEM-7

	WHAT: Calculate the Future Credit Exposure for CRR Flowgate Rights (FCEFGR) for the Counter-Party.

WHY: To determine the Counter-Party’s potential future credit exposure.

WHEN: Calculated on Business Days by 7 AM.

WHO: The Calculation will be done in the CMM system 

WHERE: This calculation will be done in the CMM system

HOW: 

1. The FCEFGR is calculated for all Counter-Parties that are identified as owners of CRRs only for (a) the remaining hours of the current month and (b) all hours in the following month. Weighting factors may be customizable for the month for which CRRs apply. (NOTE: The Nodal Protocols do not have the language to indicate the customization for the Weighting factors. A “clean up” NPRR is required )
FCEFGRo
= - FMMFGRo
Where:

FMMFGRo   = Forward Mark to Market for FGRs

=
[image: image20.wmf])
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h

S



 EMBED Equation.3  [image: image21.wmf])

(

f

S

[(W1*ACPh, (f) + W2 * TFGRVh, (f) + W3 * FDFGRVh, (f) + W4 * PMFGRVh, (f)) * FGRMWo, h, (f)]

2. The input data for FCEFGR are defined as follows:

Variable

Unit

Description

Source System

FGRMW
MW

FGR on the flowgate f owned by the Counter-Party as owner o for hour h of (a) the remaining hours in the current month and (b) all hours in the following month.
FGR MW is from the CRR system

ACP = Auction Clearing Price

$

The auction clearing price of the FGR on the flowgate f for hour h.
Auction Clearing Price is from the CRR system

TFGRV = Today’s most recent FGR Value

$

The greater of zero or today’s most recent (NOTE: The Nodal Protocols do not have the language ‘most recent’ and a clean up “NPRR” is required) DAM price of the FGR on the flowgate f for the hour h.

Note: The Nodal Protocols have “TCRRV” in the table and a “clean up” NPRR is required.
DAM FGR price  is from the Settlement system

FDFGRV = Five-day FGR Value 

$

Average of amount given by the greater of zero or the most recent rolling five-day price of the FGR on the flowgate f for the hour h.  Note: The Nodal Protocols have “FDCRRV” in the table and a “clean up” NPRR is required.
DAM FGR price is from the Settlement system

PMFGRV = Previous Month’s FGR Value
$

Average of amount given by the greater of zero or the previous month’s daily price of the FGR on the flowgate f for the hour h.

Note: The Nodal Protocols have “PMCRRV” in the table and a “clean up” NPRR is required.
DAM FGR price  is from the Settlement system

W1,W2,W3, W4
The weighting associated with the pricing components that sum to 1.
Weighting factors are entered and maintained in CMM



	


2.4.8 Business Sub-Process:  Calculate the Counter-Party Credit Exposure
	Requirement Id
	FR–CEM-7

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.4

	Traceability to Sub-Process Maps
	 AM-CEM-1

	WHAT: Calculate current and future credit exposure as per ERCOT nodal protocols.

WHY: The credit exposure values are used to ensure the financial liability of the counter-parties do not exceed the sum of unsecured and secured credit limit.

WHEN: Calculated twice on Business Days (NOTE: The Nodal Protocols specify “daily”; a clean up NPRR is required), by 7:00 am and updated by 3:00 pm.  Also, on-demand basis for study purposes.

WHO: The Calculation will be done programmatically by the System.

WHERE: The final exposure calculation results need to be available in the CMM system. Some of the calculation might occur in other systems and need to be confirmed as part of the design process – Settlement and Billing, CRR, Market systems and EIS.

HOW: 

1. The Current Credit Exposure (CCE) is calculated based on the three liability calculations - Initial Estimated Liability, Estimated Aggregate Liability and Aggregated Incremental Liability. The Initial Estimated Liability is used as the initial estimate until ERCOT issues the first invoice for the Counter-Party. After the first invoice has been issued, the credit exposure will be calculated based on the Estimated Aggregate Liability and Aggregated Incremental Liability. For details, refer to the Business Sub-Processes:

· “Calculate Initial Estimated Liability” 

· “Calculate Estimated Aggregate Liability” 

· “Calculate Aggregated Incremental Liability”

2. Calculate CCE using IEL, EAL, AIL as follows:

CCE =  Max [(IEL for the first 60 days), EAL, AIL, (EAL +AIL)]

3. The Future Credit Exposure (FCE) is calculated for all the exposure related to the CRR Products – Point to Point Obligation, Point to Point Options and Flowgate Rights. For details, refer to the business processes:

· “Calculate Future Credit Exposure for CRR PTP Obligation” 

· “Calculate Future Credit Exposure  for CRR PTP Option” 

· “Calculate Future Credit Exposure for CRR Flowgate Rights”

4. Calculate FCE using FCEOBL, FCEOPT, FCEFGR as follows:

FCE =  FCEOBL + FCEOPT + FCEFGR
5. The Total Potential Exposure is the combination of Current Credit Exposure and Future Credit Exposure as follows:

a. For a Counter-Party that has granted ERCOT a first priority security interest in receivables generated under or in connection with the Counter-Party agreement or is an Electric Cooperative or Entity created under TWC § 222.001:

TPE = CCE + FCE

b. For all other counter-parties

TPE = Max [0, CCE] + Max [0, FCE]




2.4.9 Business Sub-Process:  Calculate the Counter-Party Available Credit Limit
	Requirement Id
	FR-CEM-8

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.4

	Traceability to Sub-Process Maps
	AM-CEM-1

	WHAT: Calculate the Counter-Party Available Credit Limit (ACL). (NOTE: The Nodal Protocols do not have the terminology Available Credit Limit (ACL). A “clean up” NPRR is required)
WHY:  The ACL sent to the DAM and CRR markets are used to limit credit exposure.

WHEN: The ACL is calculated on Business Days and reviewed by the ERCOT Credit Department. 

WHO:  The ACL is calculated by the CMM system, reviewed by the Credit Analyst and approved by the Credit Manager.  

WHERE: The available credit limits are calculated by the CMM system.

HOW: The Counter-Party ACL is calculated on Business Days as follows:

ACL = Unsecured Credit Limit + Secured Credit Limit – Total Potential Exposure


2.4.10 Business Sub-Process:  Transfer the Counter-Party Available Credit Limit
	Requirement Id
	FR-CEM-9

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.4

	Traceability to Sub-Process Maps
	AM-CEM-1 

	WHAT: Allocate the Counter-Party ACL between the DAM and CRR markets, (NOTE: The Nodal Protocols do not specify how to split between the credit limit between CRR and DAM. A “clean up” NPRR is required) transfer the allocated Counter-Party ACL to the Day Ahead Market and CRR systems, and notify the Counter-Party of their ACL through the MIS. 
WHY:  The DAM System and the CRR system use the available credit limit in their credit exposure validation procedures. 

WHEN: The Counter-Party ACL will be sent on Business Days by 5 PM from the CMM system to the Day Ahead Market and CRR systems.  
WHO:  The Counter-Party will communicate to ERCOT the credit limit it would like to establish for the CRR auction.  The allocation of ACL to DAM and CRR markets is performed by the CMM system.  The Credit Analyst approves the ACL allocation.  The available credit limits will be sent by the CMM system.  

WHERE: Through the programmatic interface between CMM and Day Ahead Market and CRR systems.

HOW: 

1. CMM sets the CRR credit limit as the lower of 90% of ACL or the Counter-Party requested credit limit 48 hours prior to the close of the CRR bid submission window.

2. CMM calculates the DAM credit limit as the difference between 90% of the ACL and the CRR credit limit.

3. The Credit Analyst approves the ACL allocation.

4. The CMM Application sends the Counter-Party’s ACL to CRR System.
5. The CMM Application sends the Counter-Party’s ACL to the Day Ahead Market.

6. The CMM Application keeps track of all delivered/un-delivered data or messages while transferring the available credit limits to the CRR and Market systems.




2.4.11 Business Sub-Process:  Monitor Key Market Indicators and Counter-Party Credit Activity and Provide Messages and Alerts
	Requirement Id
	FR-CEM-10

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.4

	Traceability to Sub-Process Maps
	AM-CEM-1

	Description

WHAT: Monitor key market indicators and credit activity and provide messages and alerts such as

(a) DAM Bids/Offer Rejected due to credit limit violation

(b) RT SPP exceed threshold value (e.g. $300/MWh)
(c) Counter-Party purchases in RT market exceed %  of load or MWH limit as threshold levels

WHY: To reduce immediate and anticipated financial risks.

WHEN Collect messages 7x24 – the credit analyst reviews the messages during business hours.

WHO:  The Credit Analyst reviews and acknowledges the alerts.

WHERE: The CMM application or other central repository collects messages.

HOW: 

1. The CMM application collects credit warning and messages from the Market Systems.

2. The Credit Analyst reviews and acknowledges the alerts.


2.4.12 Business Sub-Process:  Validate Credit Requirements for CRR Bilateral Transactions Traded through ERCOT MIS
	Requirement Id
	FR-CEM-11

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	7.1

	Traceability to Sub-Process Maps
	AM-CEM-1

	WHAT: Validate Credit Requirements for CRR Bilateral Transactions traded through ERCOT MIS.

WHY: To ensure the buying and selling CRR Account Holders have adequate Available Credit Limit to accommodate the bilateral transaction.

WHEN:  On-demand basis on Business days.

WHO:  The Credit Analyst, the CMM system. 

WHERE: The CMM system will value the CRR transaction exposure.  The transaction validation is performed either by the CMM system or the Credit Analyst based on the exposure value of  the CRR transaction.
HOW: 

· The CMM system receives the details of the bilateral transaction (i.e. Counter-Parties, CRR Type, Source, Sink, Hours, CRR MW) from the CRR system.

· The CMM system calculates the Future Credit Exposure for the bilateral transaction.

· If the credit exposure for the bilateral transaction is less than the predefined threshold for a single transaction and the sum of all such transactions cleared within a 24-hour period is less than a predefined threshold for the period, the CMM system will automatically validate the transaction.  
· If the previous conditions are not met, the Credit Analyst manually validates the bilateral transaction and approves the transaction in CMM.
· The CMM system sends the approval/rejection status to the CRR system.


2.4.13 Use Case Catalog 
	Use Case Id
	Name
	Use Case Description

	UC-CEM-1
	Calculate Initial Estimated Liability
	The Initial Estimated Liability (IEL) is calculated and used in the Counter-Party exposure calculation until the Counter-Party receives the first invoice from ERCOT.

	UC-CEM-2
	Calculate Estimated Aggregate Liability 
	The Estimated Aggregate Liability (EAL) is used to estimate the Counter-Party’s current credit exposure after ERCOT issues the first invoice for the Counter-Party.

	UC-CEM-3
	Calculate Aggregate Incremental Liability 
	The Aggregate Incremental Liability (AIL) is the amount by which the calculated incremental liability of the Counter-Party exceeds the ADTE.

	UC-CEM-4
	Calculate Future Credit Exposure for CRR PTP Obligations 
	The Future Credit Exposure for CRR PTP Obligations (FCEOBL) represents the future credit exposure for all CRRs held by the Counter-Party for all Operating Days that have not yet occurred and for CRRs that have not settled.

	UC-CEM-5
	Calculate Future Credit Exposure for CRR PTP Options 
	The Future Credit Exposure for CRR PTP Options (FCEOPT) represents the future credit exposure for all CRRs held by the Counter-Party for all Operating Days that have not yet occurred and for CRRs that have not settled.

	UC-CEM-6
	Calculate Future Credit Exposure for CRR Flowgate Rights 
	The Future Credit Exposure for CRR Flowgate Rights (FCEFGR) represents the future credit exposure for all CRRs held by the Counter-Party for all Operating Days that have not yet occurred and for CRRs that have not settled.

	UC-CEM-7
	Calculate the Counter-Party Credit Exposure
	Calculate the total potential exposure by Counter-Party as described in the ERCOT nodal protocols.

	UC-CEM-8
	Calculate the Counter-Party Available Credit Limit
	The Available Credit Limit (ACL) is calculated in the CMM system using the Counter-Party credit limit, collateral held and calculated exposure.

	UC-CEM-9
	Transfer the Counter-Party Available Credit Limit
	The Counter-Party available credit limit calculated in the CMM system is transferred to the Day Ahead Market and CRR Systems for use in their credit exposure validation procedures.

	UC-CEM-10
	Monitor Key Market Indicators and Counter-Party Credit Activity and Provide Messages and Alerts
	The CMM system will generate exposure reports and collect system warnings that will by used to alert the Credit Analyst.  The Credit Analyst will actively monitor credit exposure to reduce immediate and anticipated financial risks.

	UC-CEM-11
	Validate Credit Requirements for CRR Bilateral Transactions Traded through ERCOT MIS
	The CRR Account Holders need to meet ERCOT Credit Requirements prior to trading the CRR Bilateral Transaction through the ERCOT MIS


2.4.14 Use Case: Calculate Initial Estimated Liability 
	Use Case ID
	UC-CEM-1

	Use Case Name
	Calculate Initial Estimated Liability 

	Requirement ID Reference
	FR-CEM-1

	Protocol Reference
	16.11.4.2

	Coverage of Protocol
	Partial

	Parent Process / Sub-process
	Credit Exposure Monitoring

	Sub-process Element Coverage
	

	Description:
	The Initial Estimated Liability (IEL) is calculated and used in the Counter-Party exposure calculation until the Counter-Party receives the first invoice from ERCOT.  The calculation is based upon volumetric estimates provided by the Counter-Party and interfaced from the Registration system or obtained by the Credit Analyst from internal ERCOT sources, and settlement point prices obtained from the Settlement system.  The IEL and its supporting components are stored in the CMM system.

	Actors:
	CMM system, Registration system, Credit Analyst

	Preconditions:
	1. Counter-Party is an applicant registering as a QSE.

2. The Counter-Party has not been invoiced by ERCOT.

	Main Success Scenario:
	1. RTM hourly settlement point prices are obtained from the Settlement system into the CMM system.

2. Obtain Counter-Party volumetric estimates (1) via interface from the Registration system into the CMM system, or (2) by manual input by Credit Analyst from internal ERCOT sources.

3. Information required for the calculation of the IEL is based on the type of Counter-Party:

a. If the Counter-Party is a QSE representing only LSE, then Daily Estimated Load (DEL) and Real Time Energy Factor for Load (RTEFL) are required.

b. If the Counter-Party is a QSE representing only Resources, then Daily Estimated Generation (DEG) and Real Time Energy Factor for Generation (RTEFG) are required.

c. If the Counter-Party is a QSE representing both LSEs and Resources, then DEL, DEG, RTEFL, and RTEFG are required.

4. If the Counter-Party is only a CRR account holder, then no information is required and the IEL = 0.

5. The Real Time Average Energy Price (RTAEP) is calculated by the CMM system based upon the previous seven days’ average Real-Time settlement point prices for the “ERCOT 345”.:

6. If Counter-Party is a QSE representing only LSE, then

IEL = DEL x Max[0.2, RTEFL] x RTAEP x 40

7. If Counter-Party is a QSE representing only Resources, then

IEL = DEG x Max[0.2, RTEFG] x RTAEP x 40

8. If Counter-Party is a QSE representing both LSE and Resources, then

IEL = DEL x Max[0.1, RTEFL] x RTAEP x 40 +

 DEG x Max[0.1, RTEFG] x RTAEP x 40

9. If Counter-Party is not a QSE (CRR account holder only), then 

IEL = 0
10. Credit Analyst navigates in the CMM system to the System Event Log and verifies that IEL process completed successfully.

	Post conditions:
	IEL is calculated and stored along with its supporting components in the CMM system.

	Alternative Scenario 1:

Interface from the Registration System has failed or is unavailable.
	1. The Credit Analyst contacts the ERCOT IT Staff to investigate the issue.

2. If the issue cannot be resolved, Credit Analyst manually enters the components of the IEL calculation into the CMM system.

3. CMM system calculates IEL.

4. Credit Analyst navigates in the CMM system to the System Event Log and verifies that IEL process completed successfully.

	Post conditions:
	IEL is calculated and is stored along with its supporting components in the CMM system.

	Alternative Scenario 2:

Interface from the Settlement System has failed or is unavailable.
	1. The Credit Analyst contacts the ERCOT IT Staff to investigate the issue.

2. If the issue cannot be resolved, Credit Analyst manually adjusts the RTAEP, if needed, in the CMM system.

3. CMM system calculates IEL.

4. Credit Analyst navigates in the CMM system to the System Event Log and verifies that IEL process completed successfully.

	Post conditions:
	IEL is calculated and is stored along with its supporting components in the CMM system.


2.4.15 Use Case: Calculate Estimated Aggregate Liability 
	Use Case ID
	UC-CEM-2

	Use Case Name
	Calculate Estimated Aggregate Liability 

	Requirement ID Reference
	FR-CEM-2

	Protocol Reference
	16.11.4.3

	Coverage of Protocol
	Partial

	Parent Process / Sub-process
	Credit Exposure Monitoring

	Sub-process Element Coverage
	

	Description:
	The Estimated Aggregate Liability (EAL) is used to estimate the Counter-Party’s current credit exposure after ERCOT issues the first invoice for the Counter-Party.  The EAL is calculated in the CMM system using the IEL and data interfaced from the Settlement System.  The EAL and its supporting components are stored in the CMM system.

	Actors:
	CMM system, Settlement System, Credit Analyst

	Preconditions:
	IEL has been calculated and stored in the CMM system.

	Main Success Scenario:
	1. Counter-Party settlement information required for the calculation of EAL components is interfaced from the Settlement system:

· Invoices including invoice type (DAM, RT), invoice amount, invoice date, due date, payment date, amount paid, etc.

· Settlement Statements associated with the invoices including statement type (initial, resettlement, final, true-up), statement amount, etc.

2. Credit Analyst manually inputs the Counter-Party Potential Uplift.

3. Components of the EAL calculation are derived as follows:

IEL – Initial Estimated Liability retrieved from the CMM system.

ADTE – Average Daily Transaction Extrapolated (RT exposure) is calculated from settlement invoice and statement data.

OUT – Outstanding Unpaid Transactions.
PUL – Potential Uplift is calculated by the Credit Analyst and manually input into the CMM system.

DALE – Daily Average Liability Extrapolated (DAM exposure) is calculated from settlement invoice and statement data.

4. EAL components are calculated and stored in the CMM system.

5. Credit Analyst may adjust any of the EAL components, if needed.

6. The EAL is calculated and stored in the CMM system as

EAL = Max[IEL during the first 60-day period, Max(ADTE during the previous 60-day period)] OUT + PUL + DALE

7. Credit Analyst navigates in the CMM system to the System Event Log and verifies that the EAL process completed successfully.

	Post conditions:
	EAL is calculated and stored along with its supporting components in the CMM system.

	Alternative Scenario 1:

Interface from the Settlement system or the Market system to the CMM system failed or did not run.
	1. The Credit Analyst contacts the ERCOT IT Staff to investigate the issue. 

2. Credit Manager makes a decision whether to wait for the issue to be resolved or leave prior day’s available credit limit in place or manually determine an EAL.

3. If the Credit Manager decides to continue the process, the prior day’s data will be used; however, the Credit Analyst may adjust any of the EAL components, if needed.

4. The EAL is calculated and stored in the CMM system.

5. Credit Analyst navigates in the CMM system to the System Event Log and verifies that the EAL process completed successfully.

	Post conditions:
	EAL is calculated and stored along with its supporting components in the CMM system.

	Alternative Scenario 2:

The EAL process in the CMM system failed or did not run.
	1. The Credit Analyst contacts the ERCOT IT Staff to investigate the issue. 

2. Credit Manager makes a decision whether to wait for the issue to be resolved or leave prior day’s available credit limit in place or manually determine an EAL.

3. If the Credit Manager decides to continue the process, the prior day’s EAL value will be used in the exposure calculation; however, the Credit Analyst may adjust the EAL in the CMM system, if needed.

	Post conditions:
	If the issue is not resolved, the prior day’s (adjusted) EAL value will be used in the CMM system exposure calculation; otherwise, EAL value is processed normally.


2.4.16 Use Case: Calculate Aggregate Incremental Liability 
	Use Case ID
	UC-CEM-3

	Use Case Name
	Calculate Aggregate Incremental Liability 

	Requirement ID Reference
	FR-CEM-3

	Protocol Reference
	16.11.4.4

	Coverage of Protocol
	

	Parent Process / Sub-process
	Credit Exposure Monitoring

	Sub-process Element Coverage
	

	Description:
	The Aggregate Incremental Liability (AIL) is the amount by which the calculated incremental liability of the Counter-Party exceeds the ADTE.  The AIL is calculated in the CMM system based upon the Real-Time Liability and the ADTE calculated in the EAL Sub-Process.  The AIL and its supporting components are stored in the CMM system.

	Actors:
	CMM system, Settlement system, Credit Analyst

	Preconditions:
	ADTE has been calculated in the EAL Sub-Process and stored in the CMM system.

	Main Success Scenario:
	1. The information required to calculate the Real-Time Liability (RTL) component of the AIL is summarized by Counter-Party by operating day.  Each component, including sub-components of generation, load, purchases, and sales is stored in the CMM system by Counter-Party, by Operating Day

2. If provided, the Credit Analyst manually inputs the Counter-Party’s estimate of RTL for Operating Days completed but not settled.

3. If provided, the Credit Analyst manually inputs the Counter-Party’s estimate of RTL for seven Operating Days that are not yet completed.

4. The RTL is composed of three parts:

a. For each Operating Day that is completed and settled but not invoiced, the RTL is calculated by using Settlement data.

b. For each Operating Day that is completed and not settled, the RTL is calculated as the higher of ERCOT’s estimate of the Counter-Party’s RTL or the Counter-Party’s estimate of the RTL.

c. For seven Operating Days that are not completed, the RTL is calculated as the higher of 150% of ERCOT’s estimate of the Counter-Party’s RTL or the Counter-Party’s estimate of the RTL.

5. The Credit Analyst may adjust the RTL components as needed to reflect to business conditions. 

6. The ADTE is retrieved from the CMM system.

7. The AIL is calculated and stored in the CMM system using the ADTE and RTL components:

AIL =  ∑(d) (RTL(d)) – Max[0, (ADTE / 40 x N x 0.9)]

where N = number of operating days completed and not invoiced plus seven future days 

8. Credit Analyst navigates in the CMM system to the System Event Log and verifies that the AIL process completed successfully.

	Post conditions:
	AIL is calculated and stored along with its supporting components in the CMM system.

	Alternative Scenario 1:

Interface from the Settlement system to the CMM system failed or did not run.
	1. The Credit Analyst contacts the ERCOT IT Staff to investigate the issue. 

2. Credit Manager makes a decision whether to wait for the issue to be resolved or continue the process.

3. If the Credit Manager decides to continue the process, the prior day’s data will be used; however, the Credit Analyst may adjust any of the AIL components, if needed.

4. The AIL is calculated and stored in the CMM system.

5. Credit Analyst navigates in the CMM system to the System Event Log and verifies that the AIL process completed successfully.

	Post conditions:
	AIL is calculated and stored along with its supporting components in the CMM system.

	Alternative Scenario 2:

The AIL process in the CMM system failed or did not run.
	1. The Credit Analyst contacts the ERCOT IT Staff to investigate the issue. 

2. Credit Manager makes a decision whether to wait for the issue to be resolved or continue the process.

3. If the Credit Manager decides to continue the process, the prior day’s AIL value will be used in the exposure calculation; however, the Credit Analyst may adjust the AIL in the CMM system, if needed.

	Post conditions:
	If the issue is not resolved, the prior day’s (adjusted) AIL value will be used in the CMM system exposure calculation; otherwise, AIL value is processed normally.


2.4.17 Use Case: Calculate Future Credit Exposure for CRR PTP Obligations 
	Use Case ID
	UC-CEM-4

	Use Case Name
	Calculate Future Credit Exposure for CRR PTP Obligations 

	Requirement ID Reference
	FR-CEM-4

	Protocol Reference
	16.11.4.6

	Coverage of Protocol
	Partial

	Parent Process / Sub-process
	Credit Exposure Monitoring

	Sub-process Element Coverage
	

	Description:
	The Future Credit Exposure for CRR PTP Obligations (FCEOBL) represents the future credit exposure for all CRRs held by the Counter-Party for all Operating Days that have not yet occurred and for CRRs that have not settled.  The FCEOBL is calculated in the CMM system based upon data from the CRR System and Credit Analyst input.  The FCEOBL and its supporting components are stored in the CMM system.

	Actors:
	CMM system, CRR system, Credit Analyst

	Preconditions:
	None

	Main Success Scenario:
	1. The source components used in the FCEOBL calculation are from the CRR system, CMM system and manual input by the Credit Analyst.  The source components for each CRR PTP Obligation are stored in the CMM system.  Sources and components are as follows:

2. CRR systems components:

a. ACPE – Auction Clearing Price Exposure for the PTP Obligation with the source and sink for hour calculated as follows:

i. If the PTP Obligation ACP is greater than $15 per MW, then 150 divided by the PTP Obligation ACP

ii. If the PTP Obligation ACP is between $0 and $15 per MW, then $10 per MW

iii. If the PTP Obligation ACP is negative, then $10 per MW plus the absolute value of the PTP Obligation ACP.

b. OBLMW – PTP Obligation MW with the source and sink for hour

c. ACP – Auction Clearing Price for the PTP Obligation with the source and sink for hour

3. CMM system components:

a. TOBLV – Today’s most recent PTP Obligation Value calculated as the difference of the most recent DAM Settlement Point Price (SPP) between the source and sink of the CRR for the hour owned.  If DAM SPPs are not available, the source system will provide the appropriate Hub price instead.

b. FDOBLV – Five Day PTP Obligation Value calculated as the average of the most recent rolling five-day difference in DAM Settlement Point Price (SPP) between the source and sink of the CRR for the hour owned.  If DAM SPPs are not available, the source system will provide the appropriate Hub price instead.

c. PMOBLV – Previous Month’s PTP Obligation Value calculated as the average of the previous month’s daily difference in DAM Settlement Point Price (SPP) between the source and sink of the CRR for the hour owned.  If DAM SPPs are not available, the source system will provide the appropriate Hub price instead.

4. Credit Analyst Manual Input:

a. W1, W2, W3, W4 – Weighting associated with the price components as defined in the ERCOT Nodal Protocols.  

5. The CMM system calculates the TOBLV, FDOBLV, and PMOBLV from DAM settlement point prices stored in the CMM system (interfaced from the Settlement system).

6. Credit Analyst may adjust any of the FCEOBL components as needed.

7. The CMM system calculates the FCEOBL as described in the ERCOT Nodal Protocols using the CRR and Settlement components:

FCEOBLo = Max(ACPEOBLo, -FMMOBLo)

where:

ACPEOBLo = auction clearing price exposure for PTP obligations

ACPEOBLo = ∑(h) ∑(j,k) (ACPEh,(j,k) * OBLMWo,h,(j,k))

FMMOBLo = forward Mark to Market for PTP obligations

FMMOBLo = ∑(h) ∑(j,k) [(W1*ACPh,(j,k) + W2*TOBLVh,(j,k)  + W3*FDOBLVh,(j,k)  + W4*PMOBLV h,(j,k)) * OBLMWo,h,,(j,k)]

h = hour

j = source

k = sink

o = owner
8. Credit Analyst navigates in the CMM system to the System Event Log and verifies that the FCEOBL process completed successfully.

	Post conditions:
	FCEOBL is calculated and stored along with its supporting components in the CMM system.

	Alternative Scenario 1:

Interface from the CRR system to CMM failed or did not run.
	1. The Credit Analyst contacts the ERCOT IT Staff to investigate the issue. 

2. Credit Manager makes a decision whether to wait for the issue to be resolved or continue the process.

3. If the Credit Manager decides to continue the process, the prior day’s data will be used; however, the Credit Analyst may adjust any of the FCEOBL components, if needed.

4. The FCEOBL is calculated and stored in the CMM system.

5. Credit Analyst navigates in the CMM system to the System Event Log and verifies that the FCEOBL process completed successfully.

	Post conditions:
	FCEOBL is calculated and stored along with its supporting components in the CMM system.

	Alternative Scenario 2:

The FCEOBL process in the CMM system failed or did not run.
	1. The Credit Analyst contacts the ERCOT IT Staff to investigate the issue. 

2. Credit Manager makes a decision whether to wait for the issue to be resolved or continue the process.

3. If the Credit Manager decides to continue the process, the prior day’s FCEOBL value will be used in the exposure calculation; however, the Credit Analyst may adjust the FCEOBL in the CMM system, if needed.

	Post conditions:
	If the issue is not resolved, the prior day’s (adjusted) FCEOBL value will be used in the CMM system exposure calculation; otherwise, FCEOBL value is processed normally.


2.4.18 Use Case: Calculate Future Credit Exposure for CRR PTP Options 
	Use Case ID
	UC-CEM-5

	Use Case Name
	Calculate Future Credit Exposure for CRR PTP Options 

	Requirement ID Reference
	FR-CEM-5

	Protocol Reference
	16.11.4.6

	Coverage of Protocol
	Partial

	Parent Process / Sub-process
	Credit Exposure Monitoring

	Sub-process Element Coverage
	

	Description:
	The Future Credit Exposure for CRR PTP Options (FCEOPT) represents the future credit exposure for all CRRs held by the Counter-Party for all Operating Days that have not yet occurred and for CRRs that have not settled.  FCEOPT is calculated using PTP Options for the remaining hours of the current month and all hours in the following month.  The FCEOPT is calculated in the CMM system based upon data from the CRR system, CMM system and Credit Analyst input.  The FCEOPT and its supporting components are stored in the CMM system.

	Actors:
	CMM system, CRR system, Credit Analyst

	Preconditions:
	None

	Main Success Scenario:
	1. The source components used in the FCEOPT calculation are from the CRR system interface, CMM system and manual input by the Credit Analyst.  The source components for each CRR PTP Option are stored in the CMM system.  Sources and components are as follows:

2. CRR systems components:

a. OPTMW – PTP Option MW with the source and sink for hour

b. ACP – Auction Clearing Price for the PTP Option with the source and sink for hour

3. CMM system components:

a. TOPTV – Today’s most recent PTP Option Value calculated as the greater of zero or the difference of the most recent DAM Settlement Point Price (SPP) between the source and sink of the CRR for the hour owned.  If DAM SPPs are not available, the source system will provide the appropriate Hub price instead.

b. FDOPTV – Five Day PTP Option Value calculated as the average of the most recent rolling five-day amount given by the greater of zero or the difference in DAM Settlement Point Price (SPP) between the source and sink of the CRR for the hour owned.  If DAM SPPs are not available, the source system will provide the appropriate Hub price instead.

c. PMOPTV – Previous Month’s PTP Option Value calculated as the average of the greater of zero or the previous month’s daily amount given by the difference in DAM Settlement Point Price (SPP) between the source and sink of the CRR for the hour owned.  If DAM SPPs are not available, the source system will provide the appropriate Hub price instead.

4. Credit Analyst manual input:

a. W1, W2, W3, W4 – Weighting associated with the price components as defined in the ERCOT Nodal Protocols

5. The CMM system calculates the TOPTV, FDOPTV, and PMOPTV from DAM settlement point prices stored in the CMM system (interfaced from the Settlement system).

6. Credit Analyst may adjust any of the FCEOPT components as needed.

7. The CMM system calculates the FCEOPT as described in the ERCOT Nodal Protocols using the CRR and Settlement components:

FCEOPTo = -FMMOPTo

where:

FMMOPTo = forward Mark to Market for PTP Options

FMMOPTo = ∑(h) ∑(j,k) [(W1*ACPh,(j,k) + W2*TOPTVh,(j,k)  + W3*FDOPTVh,(j,k)  + W4*PMOPTV h,(j,k)) * OPTMWo,h,(j,k)]

h = hour

j = source

k = sink

o = owner
8. The FCEOPT will be calculated using PTP Options for the remaining hours of the current month and all hours in the following month.

9. Credit Analyst navigates in the CMM system to the System Event Log and verifies that the FCEOPT process completed successfully.

	Post conditions:
	FCEOPT is calculated and stored along with its supporting components in the CMM system.

	Alternative Scenario 1:

Interface from the CRR system to CMM failed or did not run.
	1. The Credit Analyst contacts the ERCOT IT Staff to investigate the issue. 

2. Credit Manager makes a decision whether to wait for the issue to be resolved or continue the process.

3. If the Credit Manager decides to continue the process, the prior day’s data will be used; however, the Credit Analyst may adjust any of the FCEOPT components, if needed.

4. The FCEOPT is calculated and stored in the CMM system.

5. Credit Analyst navigates in the CMM system to the System Event Log and verifies that the FCEOPT process completed successfully.

	Post conditions:
	FCEOPT is calculated and stored along with its supporting components in the CMM system.

	Alternative Scenario 2:

The FCEOPT process in the CMM system failed or did not run.
	1. The Credit Analyst contacts the ERCOT IT Staff to investigate the issue. 

2. Credit Manager makes a decision whether to wait for the issue to be resolved or continue the process.

3. If the Credit Manager decides to continue the process, the prior day’s FCEOPT value will be used in the exposure calculation; however, the Credit Analyst may adjust the FCEOPT in the CMM system, if needed.

	Post conditions:
	If the issue is not resolved, the prior day’s (adjusted) FCEOPT value will be used in the CMM system exposure calculation; otherwise, FCEOPT value is processed normally.


2.4.19 Use Case: Calculate Future Credit Exposure for CRR Flowgate Rights 
	Use Case ID
	UC-CEM-6

	Use Case Name
	Calculate Future Credit Exposure for CRR Flowgate Rights 

	Requirement ID Reference
	FR-CEM-6

	Protocol Reference
	16.11.4.6

	Coverage of Protocol
	Partial

	Parent Process / Sub-process
	Credit Exposure Monitoring

	Sub-process Element Coverage
	

	Description:
	The Future Credit Exposure for CRR Flowgate Rights (FCEFGR) represents the future credit exposure for all CRRs held by the Counter-Party for all Operating Days that have not yet occurred and for CRRs that have not settled.  FCEFGR is calculated using Flowgate Rights for the remaining hours of the current month and all hours in the following month. The FCEFGR is calculated in the CMM system based upon data from the CRR system, CMM system and Credit Analyst input.  The FCEFGR and its supporting components are stored in the CMM system.

	Actors:
	CMM system, CRR system, Credit Analyst

	Preconditions:
	None

	Main Success Scenario:
	1. The source components used in the FCEFGR calculation are from the CRR system, CMM system and manual input by the Credit Analyst.  The source components for each CRR Flowgate Right are stored in the CMM system.  Sources and components are as follows:

2. CRR system components:

a. FGRMW – Flowgate Right MW for the hour

b. ACP – Auction Clearing Price for the Flowgate Right for the hour

3. CMM system components:

a. TFGRV – Today’s most recent DAM price of the FGR on the Flowgate for the hour.

b. FDFGRV – The average of the most recent rolling five-day price of the FGR on the Flowgate for the hour.

c. PMFGRV – The average of the previous month’s daily price of the FGR on the Flowgate for the hour.

4. Credit Analyst manual input:

a. W1, W2, W3, W4 – Weighting associated with the price components as defined in the ERCOT Nodal Protocols

5. The CMM system calculates the TFGRV, FDFGRV, and PMFGRV from DAM settlement point prices stored in the CMM system (interfaced from the Settlement system).

6. Credit Analyst may adjust any of the FCEFGR components as needed.

7. CMM system calculates the FCEFGR as described in the ERCOT Nodal Protocols using the CRR and Settlement components:

FCEFGRo = -FMMFGRo

where:

FMMFGRo = forward Mark to Market for flowgate rights

FMMFGRo = ∑(h) ∑(j,k) [(W1*ACPh,(j,k) + W2*TFGRVh,(j,k)  + W3*FDFGRVh,(j,k)  + W4*PMFGRV h,(j,k)) * FGRMWo,h,(j,k)]

h = hour

j = source

k = sink

o = owner

8. The FCEFGR will be calculated using Flowgate Rights for the remaining hours of the current month and all hours in the following month.

9. Credit Analyst navigates in the CMM system to the System Event Log and verifies that the FCEFGR process completed successfully.

	Post conditions:
	FCEFGR is calculated and stored along with its supporting components in the CMM system.

	Alternative Scenario 1:

Interface from the CRR system to CMM failed or did not run.
	1. The Credit Analyst contacts the ERCOT IT Staff to investigate the issue. 

2. Credit Manager makes a decision whether to wait for the issue to be resolved or continue the process.

3. If the Credit Manager decides to continue the process, the prior day’s data will be used; however, the Credit Analyst may adjust any of the FCEFGR components, if needed.

4. The FCEFGR is calculated and stored in the CMM system.

5. Credit Analyst navigates in the CMM system to the System Event Log and verifies that the FCEFGR process completed successfully.

	Post conditions:
	FCEFGR is calculated and stored along with its supporting components in the CMM system.

	Alternative Scenario 2:

The FCEFGR process in CMM system failed or did not run.
	1. The Credit Analyst contacts the ERCOT IT Staff to investigate the issue. 

2. Credit Manager makes a decision whether to wait for the issue to be resolved or continue the process.

3. If the Credit Manager decides to continue the process, the prior day’s FCEFGR value will be used in the exposure calculation; however, the Credit Analyst may adjust the FCEFGR in the CMM system, if needed.

	Post conditions:
	If the issue is not resolved, the prior day’s (adjusted) FCEFGR value will be used in the CMM system exposure calculation;


2.4.20 Use Case: Calculate the Counter-Party Credit Exposure
	Use Case ID
	UC-CEM-7

	Use Case Name
	Calculate the Counter-Party Credit Exposure

	Requirement ID
	FR-CEM-7

	Protocol Reference
	16.11.4

	Coverage of Protocol
	Partial

	Parent Process / Sub-process
	Credit Exposure Monitoring

	Sub-process Element Coverage
	

	Description
	Calculate the total potential exposure by Counter-Party as described in the ERCOT nodal protocols.

	Actors:
	CMM system, Credit Analyst

	Preconditions:
	Exposure components utilized in the exposure calculation have been calculated in the CMM system.

	Main Success Scenario:
	1. Exposure engine executes in CMM system at scheduled time(s).  Credit Analyst may also execute the exposure engine as needed on an ad hoc basis.

2. CMM system calculates Counter-Party Current Credit Exposure (CCE) as described in the ERCOT nodal protocols:

CCE = Max[(IEL for the first 60 days), EAL, AIL, (EAL + AIL)]

3. CMM system calculates Counter-Party Future Credit Exposure (FCE)  as described in the ERCOT nodal protocols

FCE = FCEPTPOBL + FCEPTPOPT + FCEFGR  

4. TPE for counterparties that have granted ERCOT a first priority security interest in receivables or is an electric cooperative or an entity under Texas Water Code:

TPE = CCE + FCE

5. For all other counterparties:

TPE = Max(0,CCE) + Max(0,FCE)

6. Credit Analyst navigates in the CMM system to the System Event Log and verifies that the exposure engine completed successfully.

	Post conditions:
	1. Counter-Party exposure is calculated and stored in the CMM system.

2. Components and sub-components of the exposure calculation are available for review in the CMM system.

3. Counter-Party available credit limit is calculated and stored in the CMM system.

	Alternative Scenario 1:

CMM Exposure Engine failed or did not run at scheduled time.
	1. The Credit Analyst contacts the ERCOT IT Staff to investigate the issue.

2. The Credit Analyst navigates in the CMM system to the Exposure Engine screen and manually runs the exposure engine. 

3. Credit Analyst navigates in the CMM system to the System Event Log and verifies that the exposure engine completed successfully.

	Post conditions:
	1. Counter-Party exposure is calculated and stored in the CMM system.

2. Components and sub-components of the exposure calculation are available for review in the CMM system.

3. Counter-Party available credit limit is calculated and stored in the CMM system.


2.4.21 Use Case: Calculate the Counter-Party Available Credit Limit 
	Use Case ID
	UC-CEM-8

	Use Case Name
	Calculate the Counter-Party Available Credit Limit 

	Requirement ID Reference
	FR-CEM-8

	Protocol Reference
	16.11.4

	Coverage of Protocol
	Partial

	Parent Process / Sub-process
	Credit Exposure Monitoring

	Sub-process Element Coverage
	

	Description
	The Available Credit Limit (ACL) is calculated in the CMM system using the Counter-Party unsecured credit limit, collateral held and TPE.  The ACL is stored in the CMM system and used in monitoring credit exposure.

	Actors:
	CMM system

	Preconditions:
	1. Counter-Party unsecured credit limit has been established by the Credit Analyst.

2. Collateral has been entered into the CMM system.

3. TPE has been calculated in the CMM system.

	Main Success Scenario:
	1. CMM system calculates the Counter-Party ACL as:

ACL = (Unsecured Credit Limit + Collateral – TPE)

2. Credit Analyst reviews the results of the ACL calculation in the CMM system using various credit exposure screens.

	Post conditions:
	The ACL is calculated and stored in CMM for use in monitoring credit exposure.

	Alternative Scenario 1:

CMM Exposure Engine failed or did not run at scheduled time.
	1. The Credit Analyst contacts the ERCOT IT Staff to investigate the issue.

2. The Credit Analyst navigates in the CMM system to the Exposure Engine screen and manually runs the exposure engine. 

3. Credit Analyst navigates in the CMM system to the System Event Log and verifies that the exposure engine completed successfully.

	Post conditions:
	The ACL is calculated and stored in CMM for use in monitoring credit exposure.


2.4.22 Use Case: Transfer the Counter-Party Available Credit Limit
	Use Case ID
	UC-CEM-9

	Use Case Name
	Transfer the Counter-Party Available Credit Limit

	Requirement ID Reference
	FR-CEM-9

	Protocol Reference
	16.11.4

	Coverage of Protocol
	Partial

	Parent Process / Sub-process
	Credit Exposure Monitoring

	Sub-process Element Coverage
	

	Description
	The Counter-Party ACL calculated in the CMM system is allocated and transferred to the Day Ahead Market and CRR systems for use in their credit exposure validation procedures.

	Actors:
	CMM, CRR and Day Ahead Market systems

	Preconditions:
	1. The Counter-Party’s CRR auction credit limit has been received by the CMM system. 

2. Counter-Party ACL has been computed by the CMM system Exposure Engine.

3. Credit Analyst has reviewed the results of the Counter-Party exposure and ACL calculations.
4. Counter-Party has been qualified by Registration and the digital certificate has been issued (Counter-Party status is “Active” in CMM).

	Main Success Scenario:
	1. CMM sets the CRR credit limit as the lower of 90% of ACL or the Counter-Party requested credit limit 48 hours prior to the close of the CRR bid submission window. 
2. CMM calculates the DAM credit limit as the difference between 90% of the ACL and the CRR credit limit.

3. Credit Analyst approves the transfer of available credit limits to DAM and CRR systems.

4. The CMM Application sends the Counter-Party’s ACL to CRR System.

5. The CMM Application sends the Counter-Party’s ACL to the Day Ahead Market.

6. The CMM Application keeps track of all delivered/un-delivered data or messages while transferring the available credit limits to the CRR and Market systems
7. Cumulative activity for the DAM/CRR markets occurring on non-business days is subject to the credit limits calculated on the most recent business day.

	Post conditions:
	Counter-Party CRR and DAM ACLs are stored in the CMM system as well as the CRR and DAM systems for use in their credit exposure validation procedures.

	Alternative Scenario 1:

CMM does not receive Counter-Party CRR auction credit limit allocation.
	1. The CMM system sets the Counter-Party CRR ACL to zero and sends the zero ACL to the CRR system.

2. The Counter-Party DAM ACL is allocated the full ACL and is sent to the DAM system.

	Post conditions:
	1. Counter-Party CRR ACL is zero.

2. Counter-Party DAM ACL is allocated the full ACL.

	Alternative Scenario 2:

Counter-Party ACL changes during the CRR bidding process.
	The Main Success Scenario remains in effect.

	Post conditions:
	The DAM ACL may change based on fluctuations in the Counter-Party ACL.

	Alternative Scenario 3:

Counter-Party ACL changes during the CRR optimization process.
	1. The CRR ACL will be locked down in the CMM and CRR Systems.

2. If the Counter-Party ACL is less than the CRR ACL, the collateral call process will be initiated to collateralize the difference. 

	Post conditions:
	The CMM system will alert the Credit Analyst that a collateral call is required.


2.4.23 Use Case: Monitor Key Market Indicators and Counter-Party Credit Activity and Provide Messages and Alerts
	Use Case ID
	UC-CEM-10

	Use Case Name
	Monitor Key Market Indicators and Counter-Party Credit Activity and Provide Messages and Alerts

	Requirement ID Reference
	FR-CEM-10

	Protocol Reference
	16.11.4

	Coverage of Protocol
	Partial

	Parent Process / Sub-process
	Credit Exposure Monitoring

	Sub-process Element Coverage
	

	Description
	The Credit Staff will receive notifications of key market changes.

	Actors:
	CMM, MMS systems, Credit Staff

	Preconditions:
	1. Notices of pricing changes beyond preset parameters are received from MMS by the ERCOT credit staff.

2. Notices of bid activity in excess of ACL in DAM are received from MMS.

3. Notice of purchase of energy in RTM in excess of preset parameters are received from MMS.

	Main Success Scenario:
	The Credit Analyst will review notices received from MMS and take appropriate action.

	Post conditions:
	Credit Staff is notified of key market changes.


2.4.24 Use Case: Validate Credit Requirements for CRR Bilateral Transactions Traded through ERCOT MIS
	Use Case ID
	UC-CEM-11

	Use Case Name
	Validate Credit Requirements for CRR Bilateral Transactions Traded through ERCOT MIS

	Requirement ID Reference
	FR-CEM-11

	Protocol Reference
	16.11.4.3

	Coverage of Protocol
	Partial

	Parent Process / Sub-process
	Credit Exposure Monitoring

	Sub-process Element Coverage
	

	Description
	The CRR Account Holders need to meet ERCOT Credit Requirements prior to trading the CRR Bilateral Transaction through the ERCOT MIS.

	Actors:
	CMM System, CRR System, Credit Analyst

	Preconditions:
	The CMM system received the details of the bilateral transaction (i.e. Counter-Parties, CRR Type, Source, Sink, Hours, CRR MW) from the CRR system.

	Main Success Scenario:
	1. The CMM system receives the details of the bilateral transaction (i.e. Counter-Parties, CRR Type, Source, Sink, Hours, CRR MW) from the CRR system.

2. The CMM system calculates the Future Credit Exposure for the bilateral transaction.

3. If the credit exposure for the bilateral transaction is less than the predefined threshold for a single transaction and the sum of all such transactions cleared within a 24-hour period is less than a predefined threshold for the period, the CMM system will automatically validate the transaction.

4. If the previous conditions are not met, the Credit Analyst manually validates the bilateral transaction and approves the transaction in CMM.   
5. The CMM system sends the approval/rejection status to the CRR system.     


	Post conditions:
	The CRR bilateral transaction validation status is returned to the CRR system.


2.5 Collateral Management 

2.5.1 Overview and Activity Map   

The purpose of this business process is to determine the appropriate collateral instruments and amounts and then manage the process of posting and tracking collateral instruments from the Counter-Parties on an on-going basis.

Activity Map # AM-CM-1 Collateral Management- Manage Collateral
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Activity Map # AM-CM-2 Collateral Management- Process Collateral Exceptions
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2.5.2 Business Sub-Process:  Determine Collateral Requirements
	Requirement Id
	FR-CM-1

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.3

	Traceability to Sub-Process Maps
	AM-CM-1

	WHAT: Determine Counter-Party collateral requirements.

WHY:  To ensure that the TPE for all Counter-parties is appropriately collateralized. 

WHEN:  As part of the applicant/Counter-Party qualification process and at least every Business Day thereafter. 

WHO: Credit Manager, Credit Analyst, and CMM system.

WHERE: CMM Application.

HOW: 

· Calculate the TPE. Refer to the business Sub-Process, “Calculate Counter-Party Credit Exposure”.

· Determine the credit limit which is the sum of unsecured credit limit and the collateral held. 

· Compare the TPE to the credit limit. If TPE exceeds the credit limit, collateral is required for the difference. 




2.5.3 Business Sub-Process:  Issue Collateral Call Letter

	Requirement Id
	FR-CM-2

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.5, 16.11.6

	Traceability to Sub-Process Maps
	AM-CM-1

	WHAT: Communicate collateral requirements to applicant/Counter-Party

WHY:  To obtain the required collateral from the applicant/Counter-Party

WHEN:  As part of the applicant/Counter-Party qualification process and at least every Business Day thereafter. 

WHO: Credit Manager, Credit Analyst, and CMM system.

WHERE: CMM Application

HOW: 

· The Credit Analyst selects an Applicant/Counter-Party for collateral notification and selects the appropriate collateral letter template.

· The CMM system populates the selected template/letter with the required data corresponding to the Applicant/Counter-Party and the collateral amounts being requested.

· The Credit Analyst/Credit Manager reviews and approves the customized letter.

· The CMM system emails the customized letter to the Counter-Party’s credit contact. 

· The CMM application saves the sent documents and details such as Counter-Party, Date and Time Sent, Sent by (user), Type of Exposure, the date and time due and the amount due.


2.5.4 Business Sub-Process:  Track Collateral Calls Issued

	Requirement Id
	FR-CM-3

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.5, 16.11.6

	Traceability to Sub-Process Maps
	AM-CM-1

	WHAT:  Track list of collateral calls issued and alert the Credit Analyst/Credit Manager of outstanding collateral calls.

WHY:  To ensure the outstanding collateral is received by the due date/time.

WHEN:  Every Business Day.

WHO: Credit Manager, Credit Analyst, and CMM

WHERE: The report of outstanding collateral calls are generated by the CMM Application

HOW: 

· The CMM system generates a report detailing the outstanding collateral calls.

· The Credit Analyst enters collateral received and the time received on Business Days.

· The Credit Analyst enters the details of collaterals. Refer to business Sub-Process, “Record and track Counter-Party collateral instruments”.

· The CMM system updates the list of outstanding collateral calls.

· The CMM system will update the inbound collateral amounts held. 

· The CMM system will generate a report of late or default payments. Refer to business Sub-Process, “Track Counter-Party Late Payments and Default Payments”.




2.5.5 Business Sub-Process:  Record and Track Counter-Party Collateral Instruments

	Requirement Id
	FR-CM-4

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.3, 16.11.5, 16.11.6

	Traceability to Sub-Process Maps
	AM-CM-1

	WHAT:  Enter received collateral and maintain history of all collateral postings. Details include Counter-Party name, date and time, type and amount of received collateral, issuing Entity, effective and expiration dates. ERCOT recognizes the following forms of collateral:
· Guarantee Agreements.

· Letters of Credit. 

· Cash Deposits. 

· Surety Bonds.

· First Priority Security Interests in receivables (for purposes of tracking).

WHY:  To identify and quantify collateral component of a Counter-Party’s credit limit.

WHEN:  On Business Days whenever a collateral instrument is received or refunded.

WHO: Credit Manager, Credit Analyst, and CMM.

WHERE: The CMM system. 

HOW: 

· Credit Analyst monitors:

· Cash collateral receipts in banking system.

· Incoming mail for Letters of Credit and guarantees.

· UCC documents for First Priority Security Interests.

· Credit Analyst enters new collateral instruments or amends records of existing ones in CMM system. 




2.5.6 Business Sub-Process:  Expiring Collateral Analysis

	Requirement Id
	FR-CM-5

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.5

	Traceability to Sub-Process Maps
	AM-CM-2

	WHAT: Identifies collateral that requires renewal or other action by the Credit Analyst.

WHY:  Avoid Counter-Party becoming over-exposed due to collateral expiration.

WHEN:  On Business Days. 

WHO: Credit Manager and Credit Analyst.

WHERE: CMM system.

HOW: 

· The CMM system alerts the Credit Manager and Credit Analyst of collateral that is set to expire as follows:

· 30 and 60 days in advance for guarantees.

· 6 months in advance for Letters of Credit.

· 30 and 60 days in advance for First Priority Security Interests.

· The CMM system generates a daily report of collateral expiring in less than 30 days for guarantees or less than six months for Letters of Credit.

· The CMM system automatically generates weekly email reminders for the credit contacts of the Counter-Parties if collateral is expiring in less than 30 days for guarantees or less than six months for Letters of Credit.




2.5.7 Business Sub-Process:  Process Counter-Party Refunds

	Requirement Id
	FR-CM-6

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.5, 16.11.6

	Traceability to Sub-Process Maps
	AM-CM-2

	WHAT:  Track and process collateral refunds requested by the Counter-Party.
WHY:  To allow counterparties to recover excess collateral if any exists.
WHEN:  As collateral refund requests are received by the Counter-Party.
WHO: Credit Manager and Credit Analyst.
WHERE: Refund requests are submitted by the Counter-Party and their disposition is recorded in CMM.
HOW: 

· The Counter-Party submits a refund request to the Credit Analyst.

· The Credit Analyst evaluates the Counter-Party’s exposure and collateral information to see if a refund is appropriate.

· Based on analysis of the review of the Counter-Party’s exposure and collateral held, the request is denied or processed.




2.5.8 Use Case Catalog  

	Use Case Id
	Name
	Use Case Description

	UC-CM-1
	Determine Collateral Requirements
	Determines whether the collateral amount held by ERCOT on behalf of a Counter-Party is appropriate according to the Counter-Party’s exposure and unsecured credit limit.

	UC-CM-2
	Issue Collateral Call Letter
	Review Counter-Parties identified as candidates for collateral adjustments, and prepares information for collateral calls to be issued to a Counter-Party.

	UC-CM-3
	Track Collateral Calls Issued
	Track list of collateral calls issued and alert the Credit Analyst/Credit Manager of outstanding collateral calls.

	UC-CM-4
	Record and Track Counter-Party Collateral Instruments
	Enter and maintain history of all collateral postings.

	UC-CM-5
	Expiring Collateral Analysis
	Identifies collateral instruments that are expiring and those that require periodic valuation.

	UC-CM-6
	Process Counter-Party Refunds
	Review and track Counter-Party requests for refunds of collateral and the disposition of those requests.


2.5.9 Use Case: Determine Collateral Requirements
	Use Case ID
	UC-CM-1

	Use Case Name
	Determine Collateral Requirements

	Requirements ID Reference
	FR-CM-1

	Parent Process / Sub-Process
	Collateral Management

	Protocol Reference
	16.11.5,16.11.6

	Coverage of Protocol
	Partial

	Sub-process Element Coverage
	

	Description
	This Sub-Process determines whether the collateral amount held by ERCOT on behalf of a Counter-Party is appropriate according to that Counter-Party’s exposure.

	Actors:
	Credit Analyst and CMM system.

	Preconditions:
	1. All received collateral instruments have been posted to the Counter-Party in the CMM system.

2. The Counter-Party’s TPE has been calculated.



	Main Success Scenario:
	1. CMM compares the total credit limit (unsecured credit limit plus secured credit limit plus outstanding collateral calls) to the TPE and identifies the need for additional collateral. 

2. Credit Analyst reviews and approves the collateral calculation.

3. If the TPE is 90% or greater than the total credit limit the Credit Analyst notifies the Counter-Party.



	Post conditions:
	1. Required collateral adjustments are identified

2. Credit Analyst alerts the Counter-Party if TPE exceeds 90% of total credit limit. 

	Alternative Scenario 1:

The CMM collateral engine does not run or fails.
	1. The Credit Analyst contacts the ERCOT IT Staff to investigate the issue.

2. The Credit Analyst navigates in the CMM System to the Collateral Engine screen and manually runs the collateral engine.

3. Credit Analyst navigates in the CMM System to the System Event Log and verifies that the collateral engine completed successfully.



	Post conditions:
	1. Required collateral adjustments are identified.

2. Credit Analyst alerts the Counter-Party if TPE exceeds 90% of total credit limit.




2.5.10 Use Case: Issue Collateral Call Letter
	Use Case ID
	UC-CM-2

	Use Case Name
	Issue Collateral Call Letter

	Requirements ID Reference
	FR-CM-2

	Parent Process / Sub-Process
	Collateral Management

	Protocol Reference
	16.11.5,16.11.6

	Coverage of Protocol
	Partial

	Sub-process Element Coverage
	

	Description:
	Counter-Parties identified as candidates for collateral adjustment are issued collateral calls.

	Actors:
	Credit Analyst, Credit Manager, and CMM system.

	Preconditions:
	Counter-Party information has been reviewed and candidates for collateral adjustment have been identified.

	Main Success Scenario:
	1. The Credit Manager approves the issuance of the collateral calls in the CMM system. 

2. The Credit Analyst selects an Applicant/Counter-Party for collateral notification and selects the appropriate collateral letter template.

3. The CMM system populates the selected template/letter with the required data corresponding to the Applicant/Counter-Party and the collateral amounts being requested.

4. The Credit Analyst/Credit Manager reviews and approves the customized letter.

5. The CMM system emails the customized letter to the Counter-Party’s credit contact. 

6. The CMM application saves the sent documents and details such as Counter-Party, Date and Time Sent, Sent by (user), Type of Exposure, the date and time due and the amount due.

7. The collateral call is sent to the Counter-Party.

	Post conditions:
	Collateral calls issued for Counter-Party


2.5.11 Use Case: Track Collateral Calls Issued
	Use Case ID
	UC-CM-3

	Use Case Name
	Track Collateral Calls Issued

	Requirements ID Reference
	FR-CM-3

	Parent Process / Sub-Process
	Collateral Management

	Protocol Reference
	16.11.5,16.11.6

	Coverage of Protocol
	Partial

	Sub-process Element Coverage
	

	Description
	Track list of collateral calls issued and alert the Credit Analyst/Credit Manager of outstanding collateral calls.

	Actors:
	Credit Analyst and CMM system.

	Preconditions:
	Counter-Party information has been reviewed and collateral calls have been issued.

Most recently received collateral instruments have been posted to Counter-Party records.

	Main Success Scenario:
	1. The CMM system generates a report of outstanding collateral calls by due date.

2. The Credit Analyst monitors receipts to be sure those listed on the report are received. 

3. If collateral is received no further action is taken.

4. If collateral is not received refer to business Sub-Process, “Issue Late Pay, Breach, and Default Letters”. 

	Post conditions:
	Counter-Party collateral exceptions identified.


2.5.12 Use Case: Record and Track Counter-Party Collateral Instruments

	Use Case ID
	UC-CM-4

	Use Case Name
	Record and Track Counter-Party Collateral Instruments

	Requirements ID Reference
	FR-CM-4

	Parent Process / Sub-Process
	Collateral Management

	Protocol Reference
	16.11.5,16.11.6

	Coverage of Protocol
	Partial

	Sub-process Element Coverage
	

	Description
	Enter and maintain history of all collateral postings and changes. Details should include Counter-Party, date collateral modified, collateral amount, type of collateral, LC number, issuing entity, effective and expiration dates.

	Actors:
	Credit Analyst, CMM system, Counter-Party, Financial Transfer System.

	Preconditions:
	1. Counter-Party collateral payments have been received.

	Main Success Scenario:
	1. Credit Analyst monitors collateral receipts in banking system, incoming mail for Letters of Credit and guarantees, and UCC documents for First Priority Security Interests.
2. Credit Analyst enters new collateral instruments or amends records of existing ones in CMM system. 



	Post conditions:
	1. CMM system records and maintains history of new collateral instruments and all collateral amendments.


	Alternative Scenario 1:

Unacceptable collateral instrument received from the Counter-Party.
	If a Counter-Party submits an instrument for collateral purposes that is not acceptable to ERCOT, then the Credit Analyst will notify the Counter-Party of the failure to provide acceptable collateral according to the business Sub-Process, “Issue Late Pay, Breach, and Default Letters”. ERCOT will hold the collateral instrument sent until the Counter-Party provides acceptable collateral. ERCOT will not record unacceptable collateral instruments in the CMM system.

	Post conditions:
	1. Inappropriate collateral is returned to the Counter-Party after receipt of appropriate collateral.


	Alternative Scenario 2:

Collateral value received is insufficient.
	If the value of the collateral instruments does not meet the required amount of collateral, then the Credit Analyst will post the amount received and notify the Counter-Party of the shortfall according to the business Sub-Process, “Issue Late Pay, Breach, and Default Letters.”

	Post conditions:
	Collateral instruments posted to the CMM system.


2.5.13 Use Case: Expiring Collateral Analysis

	Use Case ID
	UC-CM-5

	Use Case Name
	Expiring Collateral Analysis

	Requirements ID Reference
	FR-CM-5

	Parent Process / Sub-Process
	Collateral Management

	Protocol Reference
	16.11.5,16.11.6

	Coverage of Protocol
	Partial

	Sub-process Element Coverage
	

	Description
	Identifies collaterals that are expiring and those that require periodic valuation.

	Actors:
	Credit Analyst, and CMM system 

	Preconditions:
	All received Counter-Party collateral instruments have been recorded in the CMM system.

	Main Success Scenario:
	1. The CMM system generates a report of expired and expiring collateral.

2. The Credit Analyst reviews the report. 
3. The Credit Analyst notifies the Counter-Party of the need to renew or reissue collateral.



	Post conditions:
	1. Expiring collateral identified.
2. Counter-party notified of the need to renew or reissue collateral. 


2.5.14 Use Case: Process Counter-Party Refunds

	Use Case ID
	UC-CM-6

	Use Case Name
	Process Counter-Party Refunds

	Requirements ID Reference
	FR-CM-6

	Parent Process / Sub-Process
	Collateral Management

	Protocol Reference
	16.11.5,16.11.6

	Coverage of Protocol
	Partial

	Sub-process Element Coverage
	

	Description:
	Records and tracks Counter-Party requests for refunds of collateral and the disposition of those requests.

	Actors:
	Credit Analyst, CMM system, and Treasury Analyst.

	Preconditions:
	1. Counter-Party has posted collateral with ERCOT.
2. Counter-Party submits a request for a collateral refund in the appropriate format.
3. Counter-Party collateral information has been updated with latest information.
4. Counter-Party exposure has been calculated on the best available information.


	Main Success Scenario:
	1. The Credit Analyst determines if the request is appropriate and processes the refund request.

2. The Credit Analyst amends the collateral instrument to reflect any action taken in the CMM system.



	Post conditions:
	Refund request processed.


2.6 Counter-Party Default Analysis

2.6.1 Overview and Activity Map

This process assists the Credit Analyst in reviewing Counter-Party information to identify Counter-Parties that need to be considered for classification as Default, Breach or Late Pay Status and tracking the activity of Counter-Parties in such status.

Activity Map # AM-CDA-1 – Counter-Party Default Analysis
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2.6.2 Business Sub-Process: Issue Late Payment, Breach, and Default Letters

	Requirement Id
	FR-CDA-1

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.6

	Traceability to Sub-Process Maps
	AM-CDA-1

	WHAT: Communicate late pay, breach and default events to Counter-Parties. This primarily relates to collateral calls but may include other events such as failure to provide financial instruments in a timely manner.

WHY:  To notify of late payment, breach or default events and give opportunities for Counter-Parties to cure breach events.

WHEN:  Whenever late payment, breach or default events occur. 
WHO: The Credit Analyst/Credit Manager generates all letters. The Legal Staff reviews breach and default letters. The Treasurer or Legal Staff signs breach and default letters. 

WHERE: All letters are generated by the CMM system.
HOW: 

1. CMM generates a report of Counter-Parties for which payments due have not posted by the due date and time.

2. Credit Analyst reviews the list and selects letters that need to be sent out.

3. The CMM system guides the Analyst/Manager and populates the appropriate letter template with the relevant data for the Counter-Party.

4. The Credit Analyst/Credit Manager reviews and approves the customized letter.

5. The Treasurer or Legal Staff signs breach and default letters. 
6. The CMM system emails the letter and any other attachments to the Counter-Party. 

7. The CMM system saves the documents sent and details such as Counter-Party, date and time sent, sent by (user), type of letter sent, the date and time due and the amount due.


2.6.3 Business Sub-Process: Track Counter-Party Late Payment, Breach, and Default Notices
	Requirement Id
	FR-CDA-2

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.6

	Traceability to Sub-Process Maps
	AM-CDA-1

	WHAT: Maintain history of all breach, late payment and default letters. Details should include Counter-Party, date and time sent, sent by (user), type of letter sent, the cure deadline date and time and the amount due. Tracking for late payments may influence form of collateral accepted and/or collateral calculation. (Protocol section 16.11.6.2)

WHY:  To enforce protocol late payment provisions and track history of breach and defaults. 

WHEN:  Whenever late payment, breach or default events occur  

WHO: The CMM system maintains the history of all breach, late payment and default occurrences. 

WHERE: The tracking is performed in the CMM system. 

HOW: Save and maintain history of all breach, late payment and default letters in the CMM system.


2.6.4 Business Sub-Process: Segregate Bankrupt Counter-Party Collateral and Exposure
	Requirement Id
	FR-CDA-3

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	Bankruptcy law; Protocol Section 16.11.4.1

	Traceability to Sub-Process Maps
	AM-CDA-1

	WHAT: Maintain segregated collateral and exposure for bankrupt Counter-Parties related to activities that occur before and after bankruptcy filing.

WHY:  To properly track collateral and credit exposure for bankrupt Counter-Parties. 

WHEN:  Whenever a Counter-Party has filed a bankruptcy petition.

WHO: The CMM system segregates collateral and exposure for pre and post petition activities. 

WHERE: The tracking is performed in the CMM system.

HOW: Counter-Party collateral instruments and exposure transactions will be segregated by the activity date. 


2.6.5 Use Case Catalog  

	Use Case Id
	Name
	Use Case Description

	UC-CDA-1
	Issue Late Payment, Breach, and Default Letters
	Communicate late pay, breach and default events to Counter-Parties. This primarily relates to collateral calls but may include other events such as not providing financial instruments in a timely manner.

	UC-CDA-2
	Track Counter-Party Late Payment, Breach, and Default Notices
	Maintain history of all breach, late payment and default letters and track them.

	UC-CDA-3
	Segregate Bankrupt Counter-Party Collateral and Exposure
	Maintain segregated collateral and exposure for bankrupt Counter-Parties related to activities that occur before and after bankruptcy filing.


2.6.6 Use Case: Issue Late Payment, Breach, and Default Letters

	Use Case ID
	UC-CDA-1

	Use Case Name
	Issue Late Payment, Breach, and Default Letters

	Requirements ID Reference
	FR-CDA-1

	Parent Process / Sub-Process
	Counter-Party Default Analysis

	Protocol Reference
	16.11.5,16.11.6

	Coverage of Protocol
	Partial

	Sub-process Element Coverage
	

	Description
	Communicate late pay, breach and default events to Counter-Parties. This primarily relates to collateral calls but may include other events such as not providing financial instruments in a timely manner.

	Actors:
	Credit Analyst, Legal Staff, Treasurer, CMM system 

	Preconditions:
	1. All received collateral instruments have been posted in the CMM system 
2. TPE and collateral requirements are current for the Counter-Party in the CMM system
3. Late payment history is available in automated format from the Financial Transfer system.

	Main Success Scenario:
	1. The Credit Analyst identifies a need to generate a breach, default or late payment letter.  

2. The Credit Analyst creates the appropriate letter from a predefined template from the CMM system and processes the correspondence.

3. The Credit Analyst records the correspondence in the CMM system.

4. If the Counter-Party is declared in default the Credit Analyst takes the following actions; a) the Counter-Party status in the Counter-Party information is set to appropriately note the default in CMM system, b) the Counter-Party’s unsecured and secured credit limits are set to zero in CMM system, c) the Counter-Party’s collateral is annotated appropriately in CMM system, d) any other action that is required to be taken on collateral instruments is initiated by the Credit Analyst, e) the Credit Analyst notifies other ERCOT departments of the default.

5. All Counter-Party communication and attachments are saved by the Credit Analyst and may be linked to the Counter-Party information in CMM system.



	Post conditions:
	1. Counter-Parties are notified of late payment, breach and default status. 

2. In default, Counter-Party is prevented from initiating further activity in the ERCOT market.


2.6.7 Use Case: Track Counter-Party Late Payment, Breach, and Default Notices
	Use Case ID
	UC-CDA-2

	Use Case Name
	Track Counter-Party Late Payment, Breach, and Default Notices

	Requirements ID Reference
	FR-CDA-2

	Parent Process / Sub-Process
	Collateral Management

	Protocol Reference
	16.11.6

	Coverage of Protocol
	Partial

	Sub-process Element Coverage
	

	Description
	Maintain history of all breach, late payment and default letters. 

	Actors:
	Credit Analyst, Legal Staff, CMM system 

	Preconditions:
	Late payment, breach, and default payments notices have been sent to Counter-Parties.


	Main Success Scenario:
	1. The CMM generates a list of late, breach, or default action items for the Credit Analyst to review.

2. The Credit Analyst monitors the mail or banking system for incoming payments that cure the breach, or satisfy required payments. 
3. The CMM system maintains the correspondence pertaining to the late, breach, and default notices.



	Post conditions:
	Counter-Party information updated as per correspondence with the Counter-Party in the CMM system.


2.6.8 Use Case: Segregate Bankrupt Counter-Party Collateral and Exposure
	Use Case ID
	UC-CDA-3

	Use Case Name
	Segregate Bankrupt Counter-Party Collateral and Exposure

	Requirements ID Reference
	FR-CDA-3

	Parent Process / Sub-Process
	Credit Default Analysis

	Protocol Reference
	16.11.4.1

	Coverage of Protocol
	Partial

	Sub-process Element Coverage
	

	Description
	Maintain segregated collateral and exposure for bankrupt Counter-Parties related to activities that occur before and after the bankruptcy petition date.

	Actors:
	Credit Analyst, Legal Staff, and CMM System.

	Preconditions:
	The Legal Staff has received notification of a Counter-Party bankruptcy filing and the date on which it was filed.

	Main Success Scenario:
	1. The Credit Analyst sets the Bankruptcy flag to “Yes” and enters the bankruptcy filing date in the Bankruptcy Date field in the CMM system.

2. The Credit Analyst terminates the pre-petition Counter-Party in the CMM system. 
3. The Credit Analyst creates a post-petition entity for the Counter-Party.

	Post conditions:
	The pre-petition and post-petition activities for the Counter-Party are segregated.


2.7 Credit Analytics

2.7.1 Overview and Activity Map 

The purpose of this business process is to provide quantitative analysis of the credit models, both in terms of backward looking and forward looking perspectives. The intention is to have the analysis performed in a “Study mode” and then the results of the studies are used appropriately in other business processes. 

Activity Map # AM-CA-1 – Credit Analytics
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2.7.2 Business Sub-Process:  Perform Back-cast Analysis

	Requirement Id
	FR-CA-1

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.4.1

	Traceability to Sub-Process Maps
	AM-CA-1

	WHAT: Perform back-cast analysis to determine if exposure estimation calculation reasonably captures real credit exposure.
WHY:  To be sure that exposure estimation calculations are reasonable. 

WHEN:  As needed basis.
WHO: Credit Analyst, CMM system
WHERE: CMM system.

HOW:  Back-cast analysis will be performed on the TPE and its individual components by comparing the estimates for the exposures against the actual values from the invoice data and from the operating day data. Back-cast analysis for TPE components are calculated based on the following:
· IEL: The estimated IEL value is compared against the actual values from the invoices and the variance is reported.

· EAL: The estimated EAL value is compared against the actual values from the invoices and the variance is reported.

· AIL: The estimated AIL value is compared against the actual values from the invoices and the variance is reported.

· FCEOBL:  The future credit exposure for FCEOBL calculated using historical Settlement Point Prices are compared against the actual Settlement Point Prices and the variance is reported.

· FCEOPT: The future credit exposure for FCEOPT calculated using historical Settlement Point Prices are compared against the actual Settlement Point Prices and the variance is reported.

· FCEFGR: The future credit exposure for FCEFGR calculated using historical Settlement Point Prices are compared against the actual Settlement Point Prices and the variance is reported.


2.7.3 Business Sub-Process:  Perform Default Probability Analysis
	Requirement Id
	FR-CA-2

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.4.1

	Traceability to Sub-Process Maps
	AM-CA-1  

	Description

WHAT: Perform default probability analysis

WHY:  Probability analysis is done to identify the probability of default by the Counter-Party.
WHEN:  As and when required.
WHO: The CMM system and the Credit Analyst.
WHERE: The probability analysis is performed in the CMM system based on some manual input from the Credit Analyst.

HOW: The CMM system determines a Counter-Party default probability and/or allows the Credit Analyst to manually enter a Counter-Party default probability based upon an external model.


2.7.4 Use Case Catalog 

	Use Case Id
	Name
	Use Case Description

	UC-CA-1
	Perform Back-cast Analysis
	Compare the estimated and actual exposure values, the individual exposure component values, and validate the calculation methodology for all counter-parties.

	UC-CA-2
	Perform Default Probability Analysis
	The CMM System determines a Counter-Party default probability and/or allows the Credit Analyst to manually enter a Counter-Party default probability based upon an external model.  


2.7.5 Use Case:  Perform Back-cast Analysis

	Use Case ID
	UC-CA-1

	Use Case Name
	Perform Back-cast Analysis

	Requirements ID Reference
	FR-CA-1 

	Protocol Reference
	16.11

	Coverage of Protocol
	Partial

	Parent Process / Sub-process
	Credit Analytics

	Sub-process Element Coverage
	

	Description:
	Compare the estimated and actual exposure values, the individual exposure component values, and validate the calculation methodology for all counter-parties.  Back cast analysis will be performed for TPE, EAL, AIL, FCEOBL, FCEOPT, FCEFGR and components. 

	Actors:
	Credit analyst, and the CMM system.

	Preconditions:
	1. The CMM exposure engines have been run successfully for the operating day of interest and the estimated exposure factors have been stored in the ERCOT data warehouse.

2. The actual values of the exposure calculation components for the operating day and/or Counter-Party of interest are stored. 

	Main Success Scenario:
	1. The Credit Analyst retrieves and displays the estimated and actual exposure values and calculation components and compares them with the estimated calculated values. 

2. A report showing the variance between the estimated values and actual values for the exposure calculation components is produced. 

	Post conditions:
	A report showing the estimated, actual and variance of exposure calculation components is generated and saved for analysis.

	Alternative Scenario 1:

Back cast report fails.
	The Back cast report fails to retrieve the required data for analysis or fails to execute. 

	Post conditions:
	The Credit Analyst contacts IT support for resolution of the problem.


2.7.6 Use Case:  Perform Default Probability Analysis

	Use Case ID
	UC-CA-2

	Use Case Name
	Perform Default Probability Analysis

	Requirements ID Reference
	FR-CA-2

	Protocol Reference
	16.11.4.1

	Coverage of Protocol
	Partial

	Parent Process / Sub-process
	Credit Analytics

	Sub-process Element Coverage
	

	Description
	The CMM system determines a Counter-Party default probability and/or allows the Credit Analyst to manually enter a Counter-Party default probability based upon an external model.  The default probability is used in the CMM System for calculating the Counter-Party potential expected loss.

	Actors:
	CMM system, Credit Analyst, and Credit Manager.

	Preconditions:
	Credit Analyst has defined / obtained a default probability.

	Main Success Scenario:
	1. Credit Manager establishes the default probability criteria.
2. Credit Analyst enters a system wide backup default probability factor in the CMM system to be used for a Counter-Party with no default probability defined by any other criteria.

3. Credit Analyst enters the default probability factors in the CMM system by ratings source, ratings type, and ratings score.

4. The CMM system computes Counter-Party potential expected loss.

5. Credit Analyst reviews the Counter-Party potential expected losses generated by the CMM system.

	Post conditions:
	Counter-Party potential expected loss is computed and stored in the CMM System.

	Alternative Scenario 1:

Credit Analyst manually computes Counter-Party default probability.
	1. Credit Analyst manually computes the Counter-Party default probability outside of the CMM System.

2. Credit Analyst manually inputs manually calculated results in the CMM system.

3. CMM System computes the Counter-Party potential expected loss during the exposure engine process using the default probability override for the Counter-Party.

4. Credit Analyst reviews the Counter-Party potential expected losses generated by the CMM system.

	Post conditions:
	Counter-Party potential expected loss is computed and stored in the CMM System.


2.8 Credit Reporting

2.8.1 Overview and Activity Map 

The purpose of this business process is to report the business information related to the credit models employed in the CMM system. The reports are generated not only for the benefit of the ERCOT Credit group but also for the Counter-Parties. The reports for the Counter-Parties will be generated in an ERCOT standard format and will be provided to Counter Parties with the same periodicity, within three business days, of when they are developed for ERCOT credit staff . The ad-hoc reports are primarily used by ERCOT Credit Group for internal analysis. Reports will be stored in EDW beyond six months of the current Business Day.
Activity Map # AM-CR-1 Credit Reporting
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2.8.2 Business Sub-Process: Generate Summary of Updates from Registration System

	Requirement Id
	FR-CR-1

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.2

	Traceability to Sub-Process Maps
	AM-CR-1

	WHAT: Generate a report of updates from the Registration System

WHY:  To identify if there is a new applicant or if changes have been made to the master data of existing Counter-Party.
WHEN:  Should be available daily by 7 AM

WHO: The Credit Manager, Credit Analyst, and Treasurer.
WHERE: Reports will be stored in CMM.
HOW: The report should detail date, Counter-Party, status, the old and new values. The Credit Analyst should be able to retrieve the specific updated fields.


2.8.3 Business Sub-Process: Generate Summary of Updates from Credit Rating Agencies

	Requirement Id
	FR-CR-2

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.2

	Traceability to Sub-Process Maps
	AM-CR-1 

	WHAT: Generate a report of updates from the Credit Rating Agencies.
WHY:  To identify if there a change in the ratings of the Counter-Parties by the credit rating agencies.

WHEN:  Should be available daily by 7 AM

WHO: The Credit Manager, and Credit Analyst.
WHERE: Reports will be stored in CMM.

HOW: The report should detail date, Counter-Party, status, the old and new values. The Credit Analyst should be able to retrieve the specific updated fields.


2.8.4 Business Sub-Process: Generate Summary of Outstanding Financial Statements

	Requirement Id
	FR-CR-3

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.2

	Traceability to Sub-Process Maps
	AM-CR-1 

	WHAT: Generate a report of outstanding financial statements from Counter-Parties.
WHY:  To identify financial statements which are required.
WHEN:  Should be available daily by 7 AM.
WHO: The Credit Manager, Credit Analyst. 

WHERE: Reports will be stored in CMM.
HOW: The report should detail date, Counter-Party, due date of financial statements.


2.8.5 Business Sub-Process: Generate Daily Summary Report of Total Potential Exposures

	Requirement Id
	FR-CR-4

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.4

	Traceability to Sub-Process Maps
	AM-CR-1 

	WHAT: Total Potential Exposure Summary Report for all Counter-Parties.
WHY:  To be able to see a summary of TPE for all Counter-Parties at a glance.
WHEN:  7:00 AM on all Business Days.
WHO: The Credit Manager, Credit Analyst. 

WHERE: Reports will be stored in CMM.

HOW: Report should include the details – Counter-Parties, Posted Security, TPE Amount ($),TPE as a % of Total Credit Limit, Additional Security Required, Unsecured Credit Limit, Total Credit Limit, and Available Credit Limit.


2.8.6 Business Sub-Process: Generate Daily Report of Total Potential Exposure and Supporting Details by Counter-Party

	Requirement Id
	FR-CR-5

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.4

	Traceability to Sub-Process Maps
	AM-CR-1 

	WHAT: A daily report of IEL, EAL, AIL, FCEOBL, FCEOPT, FCEFGR, CCE, FCE, and TPE for each Counter-Party.
WHY:  To support the TPE calculation and collateral calls.
WHEN:  7:00 AM and ad hoc on all Business Days.
WHO: The Credit Manager, Credit Analyst. 

WHERE: Reports will be stored in CMM and posted to MIS.
HOW: Report should include the details – Counter-Party, date, IEL, EAL, AIL, FCEOBL, FCEOPT, FCEFGR, CCE, FCE, TPE, Posted Security, Additional Security Required, Unsecured Credit Limit, Total Credit Limit, and Available Credit Limit. It is posted to MIS after release by Credit Analyst.


2.8.7 Business Sub-Process: Generate Report of EAL for Each Counter-Party

	Requirement Id
	FR-CR-6

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.4

	Traceability to Sub-Process Maps
	AM-CR-1 

	WHAT: A report of EAL for each Counter-Party that includes IEL, ADTE, OUT and PUL

WHY:  To validate the Counter-Party’s EAL.
WHEN:  7:00 AM and ad hoc on all Business Days.

WHO: The Credit Manager, Credit Analyst. 

WHERE: Reports will be stored in CMM.

HOW: Report should include: date, IEL, ADTE, OUT, PUL, EAL, and supporting details.


2.8.8 Business Sub-Process: Generate Report of AIL for Each Counter-Party

	Requirement Id
	FR-CR-7

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.4

	Traceability to Sub-Process Maps
	AM-CR-1 

	WHAT: A report of AIL for each Counter-Party that includes RTL and ADTE.
WHY:  To validate the Counter-Party’s AIL.
WHEN:  7:00 AM and ad hoc on all Business Days.
WHO: The Credit Manager, Credit Analyst. 

WHERE: Reports will be stored in CMM.

HOW: Report should include: date, RTL, ADTE, AIL, and supporting details.


2.8.9 Business Sub-Process: Generate Report of FCEOBL for Each Counter-Party
	Requirement Id
	FR-CR-8

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.4

	Traceability to Sub-Process Maps
	AM-CR-1 

	WHAT: A report of FCEOBL for each Counter-Party that includes ACPEOBL, FMMOBL.
WHY:  To validate the Counter-Party’s FCEOBL.
WHEN:  7:00 AM and ad hoc on all Business Days.

WHO: The Credit Manager, Credit Analyst. 

WHERE: Reports will be stored in CMM.

HOW: Report should include: date, ACPEOBL, FMMOBL, FCEOBL, and supporting details.


2.8.10 Business Sub-Process: Generate Report of FCEOPT for Each Counter-Party

	Requirement Id
	FR-CR-9

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.4

	Traceability to Sub-Process Maps
	AM-CR-1 

	Description

WHAT: A report of FCEOPT for each Counter-Party that includes FMMOPT.
WHY:  To validate the Counter-Party’s FCEOPT.
WHEN:  7:00 AM and ad hoc on all Business Days.
WHO: The Credit Manager, Credit Analyst. 

WHERE: Reports will be stored in CMM.

HOW: Report should include: date, FMMOPT, FCEOPT, and supporting details.


2.8.11 Business Sub-Process: Generate Report of FCEFGR for Each Counter-Party

	Requirement Id
	FR-CR-10

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.4

	Traceability to Sub-Process Maps
	AM-CR-1 

	WHAT: A report of FCEFGR for each Counter-Party that includes FMMFGR.
WHY:  To validate the Counter-Party’s FCEFGR.
WHEN:  7:00 AM and ad hoc on all Business Days.
WHO: The Credit Manager, Credit Analyst. 

WHERE: Reports will be stored in CMM.

HOW: Report should include: date, FMMFGR, FCEFGR, and supporting details.


2.8.12 Business Sub-Process: Generate Weekly Top Counter-Party Exposure Report

	Requirement Id
	FR-CR-11

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.4

	Traceability to Sub-Process Maps
	AM-CR-1 

	WHAT: Weekly Top Counter-Party Exposure Report.
WHY:  To maintain awareness of where the most exposure lies in the ERCOT market.
WHEN: Report should be generated every Friday by 8am.
WHO: The Credit Manager, Credit Analyst. 

WHERE: Reports will be stored in CMM.

HOW: Report should list:

1. The Top 15 Counter-Parties by TPE.
2. The total exposure amounts as of Thursday.
3. The exposures for the same Counter-Parties as of the previous week.


2.8.13 Business Sub-Process: Generate Monthly Credit Statistics Report

	Requirement Id
	FR-CR-12

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.4

	Traceability to Sub-Process Maps
	AM-CR-1 

	WHAT: Monthly credit statistics report to F&A Committee.
WHY:  To present a summary of the overall credit exposure in the ERCOT market.
WHEN: Report should be generated on the first Business Day of every month.
WHO: The Credit Manager, Credit Analyst, and Treasurer. 

WHERE: Reports will be stored in CMM.

HOW: Report should show a summary of the EAL exposure and Collateral/Unsecured Credit Limit for all ERCOT Counter-Parties. This summary will be based on data at a point in time – i.e. after the last EAL that was calculated for the previous month. Sub QSE exposure should be included under the QSE exposure. The summary should be shown side by side along with the results of the previous month. The summary will be split by:

· Counter-Parties with exposure vs. without exposure; and within these categories,

· Counter-Parties with investment grade ratings vs. without; and within these categories,

· Counter-Parties that post Cash and Letters of Credit and counterparties that posted Guarantee Agreements.

Other details the report should identify – Number of Counter-Parties in each category, the EAL of a sub -category as a percentage of its category.


2.8.14 Business Sub-Process: Generate Daily Summary Report of Collateral Details

	Requirement Id
	FR-CR-13

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.5, 16.11.6

	Traceability to Sub-Process Maps
	AM-CR-1 

	WHAT: The Report of collateral for all Counter-Parties.
WHY:  To be able to see a summary of collaterals for all counter-parties at a glance

WHEN:  7 AM on all Business Days

WHO: The Credit Manager, Credit Analyst. 

WHERE: Reports will be stored in CMM.

HOW:  The report should detail date, Counter-Party, collateral amount, collateral type, collateral expiry date, date of collateral call issued.


2.8.15 Business Sub-Process: Generate Daily Summary Report of Outstanding Collateral Calls

	Requirement Id
	FR-CR-14

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.5, 16.11.6

	Traceability to Sub-Process Maps
	AM-CR-1 

	WHAT: The Report of all outstanding collateral calls for all Counter-Parties.

WHY:  To be able to see a summary of all collaterals calls for all counter-parties at a glance.
WHEN:  7 AM on all Business Days.
WHO: The Credit Manager, Credit Analyst. 

WHERE: Reports will be stored in CMM.

HOW:  The report should detail date, Counter-Party, collateral type, collateral amount due, collateral due date, and issue date.


2.8.16 Business Sub-Process: Generate Daily Summary Report of Late Payment, Breach and Default Notices
	Requirement Id
	FR-CR-15

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.6

	Traceability to Sub-Process Maps
	AM-CR-1 

	WHAT: The Report of late payment, breach and default notices for all counter-parties.
WHY:  To be able to track late payment, breach and default notices for all counter-parties at a glance.
WHEN:  7 AM on all business days.
WHO: The Credit Manager, Credit Analyst, and Treasurer. 

WHERE: Reports will be stored in CMM.

HOW:  The report should detail date, Counter-Party, all incidents of late payment, breach and default notices.


2.8.17 Business Sub-Process: Generate Ad-hoc Reports

	Requirement Id
	FR-CR-16

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.2, 16.11

	Traceability to Sub-Process Maps
	AM-CR-1 

	WHAT: Generate ad-hoc reports.
WHY:  For analysis of specific situations that are temporary in nature.

WHEN:  On-demand basis.
WHO: The Credit Manager, Credit Analyst, and Treasurer. 

WHERE: Reports will be stored in CMM.

HOW: The ad-hoc reports are generated based on the selection of the Credit Analyst and formatted as needed.


2.8.18 Business Sub-Process: Provide Daily Reports of Credit Standing to ERCOT Counter-Parties
	Requirement Id
	FR-CR-17

	Source Mapping (Protocol/NERC/FERC and other binding documents Ref #)
	16.11.4

	Traceability to Sub-Process Maps
	AM-CR-1 

	WHAT: A daily report of IEL, EAL, AIL, FCEOBL, FCEOPT, FCEFGR, CCE, FCE, TPE, ACL for each Counter-Party.

WHY:  To support the TPE calculation and collateral calls.

WHEN:  5:00 PM on all Business Days.

WHO: The Credit Manager, Credit Analyst. 

WHERE: Reports will be stored in CMM and posted to MIS.

HOW: 
1. CMM generates the reports (per FR-CR-4 to FR-CR10) for IEL, EAL, AIL, FCEOBL, FCEOPT, FCEFGR, CCE, FCE, TPE, Posted Security, Additional Security Required, Unsecured Credit Limit, Total Credit Limit, and Available Credit Limit. 
2. It is posted to MIS after release by Credit Analyst.


2.8.19 Use Case Catalog 

	Use Case Id
	Name
	Use Case Description

	UC-CR-1
	Generate Canned Reports
	The CMM generates a set of reports automatically based on the preset report format and periodic frequency

	UC-CR-2
	Generate Ad-hoc Reports
	The Credit Analyst sets the report filtering criteria and generates a custom report as needed.

	UC-CR-3
	Provide Daily Reports of Credit Standing to ERCOT Counter-Parties
	CMM generates a set of reports automatically based on the preset report format and periodic frequency.


2.8.20 Use Case: Generate Canned Reports
	Use Case ID
	UC-CR-1

	Use Case Name
	Generate Canned Reports

	Requirements ID Reference
	FR-CR-1 to FR-CR-15

	Protocol Reference
	16.2, 16.11

	Coverage of Protocol
	Partial

	Parent Process / Sub-process
	Credit Reports

	Traceability to Sub-process
	

	Sub-process Element Coverage
	

	Description
	The CMM generates a set of reports automatically based on the preset report format and periodic frequency

	Actors:
	Credit Analyst, the CMM system.

	Preconditions:
	1. The exposure engine has completed successfully for the Business Day.

2. The report definition has been created and saved. 

	Main Success Scenario:
	1. The Credit Analyst navigates to the report section and selects and runs the required report that have been automatically generated and stored in the CMM based on preset format and periodic frequency.
2. The Credit Analyst reviews and/or saves, or prints the report. 

	Post conditions:
	Report has been saved and/or printed. 

	Alternative Scenario 1:

The selected report fails to run
	The Credit Analyst contacts the ERCOT IT Staff to investigate the issue.

	Post conditions:
	Report has been saved and/or printed.


2.8.21 Use Case: Generate Ad-hoc Reports

	Use Case ID
	UC-CR-2

	Use Case Name
	Generate Ad-hoc Reports

	Requirements ID Reference
	FR-CR-16

	Protocol Reference
	16.2, 16.11

	Coverage of Protocol
	Partial

	Parent Process / Sub-process
	Credit Reports

	Sub-process Element Coverage
	

	Description
	The Credit Analyst sets the report filtering criteria and generates a custom report as needed.

	Actors:
	Credit Analyst, CMM

	Preconditions:
	The exposure engine has completed successfully for the Business Day being reported.

	Main Success Scenario:
	1. The Credit Analyst selects the required filters and sets filter criteria and runs the required report.

2. The Credit Analyst is able to review and save and/or print the generated report. 

	Post conditions:
	Report has been saved and/or printed. 

	Alternative Scenario 1:

The selected report fails to run
	The Credit Analyst contacts the ERCOT IT Staff to investigate the issue.

	Post conditions:
	Report has been saved and/or printed.


2.8.22 Use Case: Provide Daily Reports of Credit Standing to ERCOT Counter-Parties
	Use Case ID
	UC-CR-3

	Use Case Name
	Provide Daily Reports of Credit Standing to ERCOT Counter-Parties

	Requirements ID Reference
	FR-CR-4 to FR-CR-10

	Protocol Reference
	16.2, 16.11

	Coverage of Protocol
	Partial

	Parent Process / Sub-process
	Credit Reports

	Traceability to Sub-process
	

	Sub-process Element Coverage
	

	Description
	CMM generates a set of reports automatically based on the preset report format and periodic frequency

	Actors:
	Credit Analyst, the CMM system.

	Preconditions:
	1. The exposure engine has completed successfully for the Business Day.

2. The report definition has been created and saved. 

	Main Success Scenario:
	1. The Credit Analyst navigates to the report section and selects and runs the required report that have been automatically generated and stored in the CMM based on preset format and periodic frequency.

2. The Credit Analyst reviews and/or saves the report.
3. The Credit Analyst releases the report for publication in the MIS.

4. The CMM system posts the reports to ERCOT MIS. 

	Post conditions:
	Daily Reports of Credit Standing to ERCOT Counter-Parties has been posted to ERCOT MIS.

	Alternative Scenario 1:

The selected report fails to post to ERCOT MIS
	The Credit Analyst contacts the ERCOT IT Staff to investigate the issue.



	Post conditions:
	Report has been posted to ERCOT MIS.


3 Supplementary Requirements

3.1 Performance Requirements 

The CMM online application must allow credit group staff to enter data and retrieve reports in a timely manner that facilitates their daily business processes.

CMM must be able to complete initial exposure calculation for all ERCOT Counter-parties within 5 hours of starting at 2:00 AM.

CMM must be able to complete final exposure calculation for all ERCOT Counter-parties within 2 hours of beginning incremental processing at 3:00 PM.

3.2 Legal and Regulatory requirements

All CMM data must be stored in accordance with ERCOT Texas Nodal Protocols and ERCOT Corporate Standards for data retention.
3.3 System and Communication Requirements

The CMM system will require production servers for hosting the CMM web application, the CMM analytical engine and the CMM database.

The CMM web application, analytical and database servers must be able to communicate via TCP/IP and UDP over a local area network.

The CMM web application needs to be accessible to ERCOT internal staff via the ERCOT intranet.  The CMM web application should not be accessible via the Internet.

The CMM analytical server will require network access to any interfacing systems, including Settlement, CRR and Day Ahead Market.

In addition, the CMM system will require at least one testing environment that is configured similarly to the production environment for purposes of software testing (e.g. prior to upgrades) as well as user testing and training.  Depending on the final implementation schedule, additional testing environments may be required in order to facilitate concurrent testing and training.

3.4 System Security Requirements

The CMM system should undergo a security risk assessment to identify vulnerabilities relating to confidentiality, integrity and availability requirements sometime towards the end of the system design phase.

The CMM system will be primarily accessed by ERCOT credit department staff.  In addition to ERCOT’s standard security clearance mechanism, access to the CMM system should be restricted to individuals approved by the credit department.

It is not currently expected that the CMM system will be accessed by external groups such as market participants.  Some of the data captured and generated by the CMM system will be stored in ERCOT’s data warehouse and may be made available to outside parties via the Market Information System (ERCOT IT STAFF).  It is the responsibility of the ERCOT IT STAFF to ensure that credit data is protected in accordance with ERCOT policy.

The CMM system should be secured in accordance with ERCOT’s Application Security Standard.  This includes, but is not limited to, the following security features:

· Access to the system is limited to authenticated users

· Users are authorized to access a subset of system functionality based on the users’ group affiliation

· Procedural controls such as segregation of duties will be documented for administrators and users of the CMM system

3.5 Back up and Recovery Requirements

The CMM system should be backed up in accordance with standard ERCOT procedures.

The CMM system relies heavily on input data from other ERCOT systems.  In the event of a CMM outage, these systems will continue to generate inputs to the CMM system.  Upon recovery, the CMM system must be able to accept inputs generated during the outage and continue normal processing.

3.6 Availability and Redundancy Requirements

Each major component of the CMM system (web, analytical and database) must be deployed in a load-balanced or clustered configuration onto at least 2 separate physical machines. 

The same server configuration should be deployed both in the primary as well as in an offsite disaster recovery data center.  Data from the primary and disaster recovery systems must be synchronized in order to support seamless failover in case of a disaster scenario.  In the event of a failover during offline exposure calculation, the disaster recovery environment must be able to complete exposure calculation within the usual time window.

In the event that a disaster prevents daily exposure calculation from completing in time for the opening of the Day-Ahead-Market or a CRR Auction, available credit may need to be estimated manually.  The CMM system should provide a data export facility that will allow credit analysts to manually estimate exposure using historical values.  The Day-Ahead-Market and CRR Auction systems should provide facilities for manually entering the available credit figures that would typically be supplied by the CMM system.

3.7 Maintainability Requirements

The CMM system must provide system administrators with mechanisms to monitor:

· Availability and performance of the CMM web application

· Progress of long-running offline processes in the CMM analysis engine

· Application errors encountered during online or offline processing

The CMM system should allow software upgrades to be performed in a manner that does not interfere with the operation of the CMM web application during regular business hours and that does not prevent daily exposure calculation from completing in the allotted time window.

The CMM shall recognize Daylight Savings Time: 

- Spring Daylight Savings Time Operating Day - Hour Ending 0300 will be skipped, resulting in 23 hourly intervals for the day.
- Fall Daylight Savings Time Operating Day - There will be two sets of data for Hour Ending 0200, resulting in 25 hourly intervals for the day.
3.8 Usability Requirements 

The CMM system shall comply with ERCOT Texas Nodal standards for usability requirements.
4 Protocol Coverage

	Protocol Sub-Section # (To the lowest level of granularity as possible)
	Description
	Coverage by Requirements

(Full/Partial)

	16.2.1
	Criteria for Qualification as a Qualified Scheduling Entity
	Partial

	16.8.1
	Criteria for Qualification as a CRR Account Holder
	Partial

	16.11.1
	ERCOT Creditworthiness Requirements for Counter-Parties
	Partial

	16.11.2
	Requirements for Setting a Counter-Party’s Unsecured Credit Limit
	Partial

	16.11.3
	Alternative Means of Satisfying ERCOT Creditworthiness Requirements
	Partial

	16.11.4
	Determination and Monitoring of Counter-Party Credit Exposure
	Partial

	16.11.5
	Monitoring of a Counter-Party’s Creditworthiness and Credit Exposure by ERCOT
	Partial

	16.11.6
	Payment Default and Late Payments by Counter-Parties
	Partial

	16.11.7
	Release of Counter-Party’s Financial Security Requirement
	Partial

	16.11.8
	Acceleration
	Partial


5 Sub-Process Coverage

	Sub-Process ID
	Sub-Process Name
	Coverage by Requirements

(Full/Partial)

	FR-CRCQ-1
	Acquire Counter-Party Data for Credit Qualification for QSE and CRR Holders
	Partial

	FR-CRCQ-2
	Assess Creditworthiness and Establish Initial Unsecured and Secured Credit Limits
	Partial

	FR-CRCQ-3
	Acquire Counter-Party Certified Data
	Partial

	FR-CRLM-1
	Obtain Financial Statements 
	Partial

	FR-CRLM-2
	Acquire Industry Standard Credit Rating
	Partial

	FR-CRLM-3
	Perform Credit Scoring and Establish Unsecured Credit limit
	Partial

	FR-CEM-1
	Calculate Initial Estimated Liability
	Partial

	FR-CEM-2
	Calculate Estimated Aggregate Liability
	Partial

	FR-CEM-3
	Calculate Aggregate Incremental Liability
	Partial

	FR-CEM-4
	Calculate Future Credit Exposure for CRR PTP Obligations
	Partial

	FR-CEM-5
	Calculate Future Credit Exposure for CRR PTP Options
	Partial

	FR-CEM-6
	Calculate Future Credit Exposure for CRR Flowgate Rights 


	Partial

	FR-CEM-7
	Calculate the Counter-Party Credit Exposure
	Partial

	FR-CEM-8
	Calculate the Counter-Party Available Credit Limit
	Partial

	FR-CEM-9
	Transfer the Counter-Party Available Credit Limit
	Partial

	FR-CEM-10
	Monitor Key Market Indicators and Counter-Party Credit Activity and Provide Messages and Alerts
	Partial

	FR-CEM-11
	Validate Credit Requirements for CRR Bilateral Transactions Traded through ERCOT MIS
	Partial

	FR-CM-1
	Determine Collateral Requirements
	Partial

	FR-CM-2
	Issue Collateral Call Letter
	Partial

	FR-CM-3
	Track Collateral Calls Issued
	Partial

	FR-CM-4
	Record and Track Counter-Party Collateral Instruments
	Partial

	FR-CM-5
	Expiring Collateral Analysis
	Partial

	FR-CM-6
	Process Counter-Party Refunds
	Partial

	FR-CDA-1
	Issue Late Payment, Breach, and Default Letters
	Partial

	FR-CDA-2
	Track Counter-Party Late Payment, Breach and Default Notices
	Partial

	FR-CDA-3
	Segregate Bankrupt Counter-Party Collateral and Exposure
	Partial

	FR-CA-1
	Perform Back-cast Analysis
	Partial

	FR-CA-2
	Perform Default Probability Analysis
	Partial

	FR-CR-1
	Generate Summary of Updates from Registration System
	Partial

	FR-CR-2
	Generate Summary of Updates from Credit Rating Agencies
	Partial

	FR-CR-3
	Generate Summary of Outstanding Financial Statements
	Partial

	FR-CR-4
	Generate Daily Summary Report of  Total Potential Exposures
	Partial

	FR-CR-5
	Generate Daily Report of Total Potential Exposure and Supporting Details by Counter-Party
	Partial

	FR-CR-6
	Generate Report of EAL for Each Counter-Party
	Partial

	FR-CR-7
	Generate Report of AIL for Each Counter-Party
	Partial

	FR-CR-8
	Generate Report of FCEOBL for Each Counter-Party
	Partial

	FR-CR-9
	Generate Report of FCEOPT for Each Counter-Party
	Partial

	FR-CR-10
	Generate Report of FCEFGR for Each Counter-Party
	Partial

	FR-CR-11
	Generate Weekly Top Counter-Party Exposure Report
	Partial

	FR-CR-12
	Generate Monthly Credit Statistics Report
	Partial

	FR-CR-13
	Generate Daily Summary Report of Collateral Details
	Partial

	FR-CR-14
	Generate Daily Summary Report of Outstanding Collateral Calls
	Partial

	FR-CR-15
	Generate Daily Summary Report of Late Payment, Breach, and Default Notices
	Partial

	FR-CR-16
	Generate Ad-hoc Reports
	Partial

	FR-CR-17
	Provide Daily Reports of Credit Standing to ERCOT Counter-Parties
	Partial
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