PRS Recommendation Report


	NPRR Number
	139
	PRR Title
	ACL, EAL, FCE Calculation Updates

	Timeline
	Normal
	Recommended Action
	Approval

	Date of Decision
	September 24, 2008

	Nodal Protocol Sections Requiring Revision
	16.11.4.3, Determination of Counter-Party Estimated Aggregate Liability

11.11.4.5, Determination of the Counter-Party Future Credit Exposure

16.11.4.6, Determination of Counter-Party Available Credit Limit

	Proposed Effective Date
	To be determined.

	Priority and Rank Assigned
	To be determined.

	Revision Description
	This Nodal Protocol Revision Request (NPRR) proposes the following changes:

1. Congestion Revenue Right’s (CRR’s) future exposure is represented by Future Credit Exposure (FCE) calculations. Including the CRR Invoices in Daily DA Liability Extrapolated (DALE) and Average Daily Transaction Extrapolated (ADTE) calculations result in calculating the future exposure more than once for CRR activity.  Hence the CRR activity needs to be excluded from DALE and ADTE calculations; 

2. Eliminate the “two day” requirement for prepays.  Invoices will be removed from the exposure calculation the day after they are paid;  

3. If the Day-Ahead Market (DAM) is executed but specific DAM Settlement Point Prices are not available, ERCOT may use the appropriate auction clearing prices instead; and

4. 90% was mentioned twice, once in Available Credit Limit (ACL) definition and once in CRR Auction credit limit. The intention is to apply 90% to ACL only once.  Hence the 90% is removed from the ACL definition. 

	Overall Market Benefit
	This NPRR eliminates duplication in exposure calculation, gives credit in the calculation when invoices are paid, provides a reasonable estimate of liability at a lower cost, and increases ACL to Counter-Parties. 

	Overall Market Impact
	Not applicable

	Consumer Impact
	Not applicable

	Credit Impacts
	To be determined.

	Procedural History
	· On 7/11/08, NPRR139 was posted.

· On 8/21/08, PRS considered NPRR139.

· On 9/2/08, TPTF comments were posted.

· On 9/24/08, PRS again considered NPRR139.

	PRS Decision 
	On 8/21/08, PRS unanimously voted to refer NPRR139 to the Transition Plan Task Force (TPTF) for consideration.  All Market Segments were present for the vote.

On 9/24/08, PRS unanimously voted to recommend approval of NPRR139 as amended by TPTF comments.  All Market Segments were present for the vote.

	Summary of PRS Discussion
	On 8/21/08, there was no discussion.

On 9/24/08, there was no discussion.


	ERCOT/Market Segment Impacts and Benefits


	Assumptions
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	Market Cost
	
	Impact Area
	Monetary Impact

	
	1
	To be determined.
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	Market Benefit
	
	Impact Area
	Monetary Impact

	
	1
	Eliminate duplication in exposure calculation.
	

	
	2
	Give credit in the calculation when invoices are paid.
	

	
	3
	Provide a reasonable estimate of liability at a lower cost.
	

	
	4
	Clarify the intent of the ACL.
	

	Additional Qualitative Information
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	Other Comments
	1
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	Comments Received

	Comment Author
	Comment Summary

	TPTF 090208
	Changed “CRR account activity” to “CRR Account Holder activity” and recognized NPRR139 as "Needed for Go-Live."


	Original Sponsor

	Name
	Cheryl Yager on behalf of Credit Work Group (Credit WG)

	Company
	ERCOT

	Market Segment
	Not applicable


	Proposed Protocol Language Revision


16.11.4.3
Determination of Counter-Party Estimated Aggregate Liability

After a Counter-Party receives its first Invoice, ERCOT shall monitor and calculate the Counter-Party’s Estimated Aggregate Liability (EAL) on Business Days based on the formula below.  

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

The above variables are defined as follows: 
	Variable
	Unit
	Description

	EAL
	$
	Estimated Aggregate Liability—Estimated Aggregate Liability for the Counter-Party.

	IEL
	$
	Initial Estimated Liability—Initial Estimated Liability (as defined in Section 16.11.4.2, Determination of Counter-Party Initial Estimated Liability) for the Counter-Party.

	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.  Forward extrapolation for the Counter-Party’s CRR Account Holder activity is excluded from this calculation.The 

	OUT
	$
	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).  Invoices  will not be considered outstanding for purposes of this calculation the Business Day after that Invoice payment is received. .

	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, 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. 

	DALE
	$
	Average Daily DA 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 Point to Point Obligations 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. Forward extrapolation for the Counter-Party’s CRR Account Holder activity is excluded from this calculation.


16.11.4.5
Determination of the Counter-Party Future Credit Exposure

(1)
ERCOT shall monitor and calculate the Counter-Party’s Future Credit Exposure (FCE) on Business Days for all CRRs held by the Counter-Party as owner of record at ERCOT, for all Operating Days that have not yet occurred and for CRRs that have not settled, using the formula below.  

FCEo  =  FCEOBLo + FCEOPTo + FCRFGRo
The above variables are defined as follows:

	Variable
	Unit
	Description

	FCEo
	$
	Future Credit Exposure - Counter-Party Future Credit Exposure for all CRRs held by the Counter-Party as owner o of record at ERCOT, for all Operating Days that have not yet occurred and for CRRs that have not settled.

	FCEOBLo
	$
	Future Credit Exposure for PTP Obligations - Counter-Party Future Credit Exposure for all PTP Obligations held by the Counter-Party as owner o of record at ERCOT, for all Operating Days that have not yet occurred and for CRRs that have not settled.

	FCEOPTo
	$
	Future Credit Exposure for PTP Options - Counter-Party Future Credit Exposure for all PTP Options held by the Counter-Party as owner o of record at ERCOT, for all Operating Days that have not yet occurred and for CRRs that have not settled.

	FCEFGRo
	$
	Future Credit Exposure for FGRs - Counter-Party Future Credit Exposure for all FGRs held by the Counter-Party as owner o of record at ERCOT, for all Operating Days that have not yet occurred and for CRRs that have not settled.

	o
	none
	A CRR Owner


(2)
The Counter-Party’s Future Credit Exposure for all  PTP Obligations (FCEOBL) held by the Counter-Party as owner of record at ERCOT for all Operating Days that have not yet occurred and for CRRs that have not settled is calculated as follows.

FCEOBLo 
=
Max (ACPEOBLo, - FMMOBLo)

Where:

ACPEOBLo
=
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[(W1*ACP h, (j,k) + W2 * TOBLV h, (j,k) + W3 * FDOBLV h, (j,k) + W4 * PMOBLV h, (j,k)) * OBLMWo, h, (j,k)]

If FCEOBLo is negative (a net asset to the Counter-Party), then the FCEOBLo will be recalculated using PTP Obligations registered in the name of the Counter-Party only for (a) the remaining hours of the current month and (b) all hours in the following month;

The above variables are defined as follows:

	Variable
	Unit
	Description

	FCEOBLo
	$
	Future Credit Exposure for PTP Obligations - Counter-Party Future Credit Exposure for all PTP Obligations held by the Counter-Party as owner o of record at ERCOT for all Operating Days that have not yet occurred and for CRRs that have not settled.

	ACPEOBLo
	$
	Auction Clearing Price Exposure for all PTP Obligations held by the Counter-party as owner o of record at ERCOT for all Operating Days that have not yet occurred and for CRRs that have not settled.

	ACPE h, (j,k)
	$/MW per hour
	Auction Clearing Price Exposure for PTP Obligations with the source j and the sink k for hour h - Exposure level calculated as follows: 

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

· if the PTP Obligation Auction Clearing Price is between $0 and $15 per MW, then $10 per MW; and

· 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. 

	FMMOBLo 

	$
	Forward Mark-to-Market for PTP Obligations – Estimate of the forward mark-to-market value of PTP Obligations held by the Counter-Party as owner o of record at ERCOT for all Operating Days that have not yet occurred and for CRRs that have not settled.

	ACP h, (j,k)
	$/MW per hour
	Auction Clearing Price - The auction clearing price of the PTP Obligation with the source j and the sink k for hour h.

	W1 – W4
	none
	Weighting—The weighting associated with the pricing components that sum to 1. The values of these factors must be determined by the Credit Working Group and posted on the MIS Public Area.  The weighting factors may be customizable for the month to which a CRR applies.

	TOBLV h, (j,k)
	$/MW per hour
	Today’s PTP Obligation Value – The difference in current day’s most recent DAM Settlement Point Price between the sink k and the source j of the CRR for the hour h owned.  If the DAM is executed but specific DAM Settlement Point Prices are not available, ERCOT may use the appropriate Auction Clearing Prices instead.  If the DAM is not executed for an Operating Day, ERCOT shall use the Real Time Market Settlement Point Prices for that Operating Day.

	FDOBLV h, (j,k)
	$/MW per hour
	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 the DAM is executed but specific DAM Settlement Point Prices are not available, ERCOT may use the appropriate Auction Clearing Prices instead.  If the DAM is not executed for an Operating Day, ERCOT shall use the Real Time Market Settlement Point Prices for that Operating Day.

	PMOBLV h, (j,k)
	$/MW per hour
	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 the DAM is executed but specific DAM Settlement Point Prices are not available, ERCOT may use the appropriate Auction Clearing Prices instead.  If the DAM is not executed for an Operating Day, ERCOT shall use the Real Time Market Settlement Point Prices for that Operating Day.  

	 OBLMWo, h, (j,k)
	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.

	j
	none
	A source Settlement Point

	k
	none
	A sink Settlement Point

	h
	none
	An Operating Hour of (i) the remaining hours in the current month and (ii) all hours in the following month.

	o
	none
	A CRR Owner


(3)
The Counter-Party’s Future Credit Exposure for all PTP Options (FCEOPT) held by the Counter-Party as owner of record at ERCOT for all Operating Days that have not yet occurred and for CRRs that have not settled is calculated as follows.

FCEOPTo 
=
- FMMOPTo
Where:

FMMOPTo = 
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[(W1*ACP h, (j,k)  + W2 * TOPTV h, (j,k)  + W3 * FDOPTV h, (j,k)  + W4 * PMOPTV h, (j,k)) *OPTMWo, h, (j,k)] 

FCEOPTo is calculated using PTP Options registered in the name of the Counter-Party only for (a) the remaining hours of the current month and (b) all hours in the following month.

The above variables are defined as follows:

	Variable
	Unit
	Description

	FCEOPTo
	$
	Future Credit Exposure for PTP Options - Counter-Party Future Credit Exposure for all PTP Options held by the Counter-Party as owner o of record at ERCOT for all Operating Days that have not yet occurred and for CRRs that have not settled.

	FMMOPTo

	$
	Forward Mark-to-Market for PTP Options – Estimate of the forward mark-to-market value of PTP Options held by the Counter-Party as owner o of record at ERCOT for all Operating Days that have not yet occurred and for CRRs that have not settled.

	ACP h, (j,k)
	$/MW per hour
	Auction Clearing Price - The auction clearing price of the PTP Option with the source j and the sink k for the hour h.

	W1 – W4
	none
	Weighting—The weighting associated with the pricing components that sum to 1. The values of these factors must be determined by the Credit Working Group and posted on the MIS Public Area.  The weighting factors may be customizable for the month to which a CRR applies.

	TOPTV h, (j,k)
	$/MW per hour
	Today’s PTP Option Value – The greater of zero or the difference in current day’s most recent DAM Settlement Point Price between the sink k and the source j of the CRR for the hour h owned.  If the DAM is executed but specific DAM Settlement Point Prices are not available, ERCOT may use the appropriate Auction Clearing Prices instead.  If the DAM is not executed for an Operating Day, ERCOT shall use the Real Time Market Settlement Point Prices for that Operating Day.

	FDOPTV h, (j,k)
	$/MW per hour
	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 the DAM is executed but specific DAM Settlement Point Prices are not available, ERCOT may use the appropriate Auction Clearing Prices instead.  If the DAM is not executed for an Operating Day, ERCOT shall use the Real Time Market Settlement Point Prices for that Operating Day.

	PMOPTV h, (j,k)
	$/MW per hour
	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 the DAM is executed but specific DAM Settlement Point Prices are not available, ERCOT may use the appropriate Auction Clearing Prices instead.  If the DAM is not executed for an Operating Day, ERCOT shall use the Real Time Market Settlement Point Prices for that Operating Day.

	OPTMWo, h, (j,k)
	MW
	PTP Option with the source j and the sink k owned by the Counter-Party as owner o for hour h of: 

(i) the remaining hours in the current month and 

(ii) all hours in the following month..

	j
	none
	A source settlement point

	k
	none
	A sink settlement point

	h
	none
	An operating hour of;

(i) the remaining hours in the current month and 

(ii) all hours in the following month

	o
	none
	A CRR owner


(4)
The Counter-Party’s Future Credit Exposure for all  FGRs (FCEFGR) held by the Counter-Party as owner of record at ERCOT for all Operating Days that have not yet occurred and for CRRs that have not settled is calculated as follows.

FCEFGRo 
=
- FMMFGRo
Where:

FMMFGRo = 
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 [(W1*ACP h, f + W2 * TFGRV h, f + W3 * FDFGRV h, f + W4 * PMFGRV h, f) * FGRMWo, h, f]

FCEFGRo is calculated using FGRs registered in the name of the Counter-Party only for:

(a)
The remaining hours of the current month and 

(b)
All hours in the following month.

The above variables are defined as follows:

	Variable
	Unit
	Description

	FCEFGRo
	$
	Future Credit Exposure for FGRs - Counter-Party Future Credit Exposure for all  FGRs held by the Counter-Party as owner o of record at ERCOT for all Operating Days that have not yet occurred and for CRRs that have not settled.

	FMMFGRo

	$
	Forward Mark-to-Market for FGRs – Estimate of the forward mark-to-market value of FGRs held by the Counter-Party as owner o of record at ERCOT for all Operating Days that have not yet occurred and for CRRs that have not settled.

	ACPh, f
	$/MW per hour
	Auction Clearing Price - The auction clearing price of the FGR on the flowgate f for hour h.

	W1 – W4
	none
	Weighting—The weighting associated with the pricing components that sum to 1. The values of these factors must be determined by the Credit Working Group and posted on the MIS Public Area.  The weighting factors may be customizable for the month to which a CRR applies. 

	TFGRVh, f
	$/MW per hour
	Today’s FGR Value – The current day’s most recent DAM price of the FGR on the flowgate f for the hour h.  If the DAM is not executed for an operating day, ERCOT shall use the Real Time Market Settlement Point Prices for that Operating Day.

	FDFGRVh, f
	$/MW per hour
	Five-day FGR Value – Average of the most recent rolling five-day price of the FGR on the flowgate f for the hour h.  If the DAM is not executed for an Operating Day, ERCOT shall use the Real Time Market Settlement Point Prices for that Operating Day.

	PMFGRVh, f
	$/MW per hour
	Previous Month’s FGR Value – Average of the previous month’s daily price of the FGR on the flowgate f for the hour h.    If the DAM is not executed for an Operating Day, ERCOT shall use the Real Time Market Settlement Point Prices for that Operating Day.

	FGRMWo, h, f
	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.

	f
	none
	A Flowgate Right

	h
	none
	An Operating Hour of (a) the remaining hours in the current month and (b) all hours in the following month.

	o
	none
	A CRR Owner


16.11.4.6
Determination of Counter-Party Available Credit Limit 

ERCOT shall calculate an Available Credit Limit (ACL) for each Counter-Party equal to the net of its:


(a)
Unsecured Credit Limit; plus 


(b)
Collateral; minus


(c)
TPE.
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