DRAFT OF LUME PROPOSAL

“E” Factors: 
· Shall be determined weekly
· ERCOT will notify counterparties __ days in advance of any “E” factor change by _____. (See NPRR 206)
· ERCOT must re-evaluate the exposure adjustments for a Counter-Party any time that 
1. Counter-Party's DAM settlement exceeds 90% of its Available Credit Limit (ACL) used in the corresponding DAM execution. 
2. DAM volume cleared exceeds _____  of historical ___
· ERCOT may revise “e” values but must then provide a basis for ERCOT's assessment to the affected Counter-Party.
· E factors will be calculated by using an exponential moving average over 8 weeks.
z = λ * xt0 + zt-1 * (1- λ)


Where:




Z = Weighted Average E Value




xt0 = Average E value for weekly observation



λ = 2 / (8 +1)
- Interim policy – To be determined.  
DAM ENERGY Bids

Bid Exposure = Cap Implementation + Unqualified Cap Adjustment 

Bid Exposure = Max[ 0 , Min[PBid, SPPdth] + E1 x [Max[ 0 , PBid - SPPdth ] ] ] x QBid
“dth” percentile = 85th percentile of SPPDAM 
“E1” observation = Max [ 0 or [  Bid Risk – Offer Offsets – CRR Offsets + PTP Risk – Load Variance – 3Part Available Capacity] / Bid Risk]
n = 7 = DAM operating days in weekly “e” factor determination period
Bid Risk 
= ∑n Bids Cleared 
= ∑n [ QCleared-Bids  x  PDAM-Cleared ]
Offer Offsets = 3Part and Energy Only Offers Cleared 
= ∑n [QCleared-3part  x  PDAM-Cleared + QCleared-EO  x  PDAM-Cleared ]
CRR Offsets = ∑n CRR Cleared 

= ∑n [ QCRR-Options  x  Max(0, PSink DAM-Cleared – PSource DAM-Cleared)] + ∑n [ QCRR-Obligations  x  (PSink DAM-Cleared – PSource DAM-Cleared) ]
PTP Offsets = ∑n PTP Cleared 

= ∑n [ QPTP  x  (PSink DAM-Cleared – PSource DAM-Cleared) ]
3Part Available Capacity = To be determined

Load Variance1 = Max [ 0 , Min [10% RTLoad, RTLoad - Offers Cleared, Bids Cleared - Offers Cleared ]]

=Max [ 0 , Min [ [0.1 x ∑n[PDAM-Cleared x QLoadRT]], ∑n[PDAM-Cleared x QLoadRT] - ∑n[QCleared-3part  x  PDAM-Cleared + QCleared-EO x  PDAM-Cleared], ∑n[QCleared-Bids  x  PDAM-Cleared - QCleared-3part  x  PDAM-Cleared + QCleared-EO x  PDAM-Cleared]]]

1 Load Variance will only be calculated on hours where the Quantity of bids Cleared Day-Ahead is greater then the Quantity of Offers Cleared
DAM Energy Only Offer 

Energy Only Offer Exposure = Energy Only Offsets + Un-Matched Offer Exposure = [QEO:P≤ath x –E2 x SPPbth] + [SPPRT -SPPDA]95th x E3 x QEO
“ath” percentile = 60th percentile of SPPDAM 
“bth” percentile = 85th percentile of SPPDAM 
“E2” observation = 1 - Max [ 0 or ( Offer Risk – Bid Offsets – PTP Offsets + CRR Risk  ) / Offer Risk

Where:                 

n = 7 = DAM operating days in weekly “e” factor determination period
Offer Risk = ∑n[Energy Only and 3Part Offers Cleared ] = ∑n[Q Cleared-3part x  PDAM-Cleared + (MIN(QCleared-EO , QEnergyTrades ) x  PDAM-Cleared]

Bid Offsets = ∑n[QCleared-Bids  x  PDAM-Cleared]

CRR Offsets = ∑n CRR Cleared 

= ∑n [ QCRR-Options  x  Max(0, PSink DAM-Cleared – PSource DAM-Cleared)] + ∑n [ QCRR-Obligations  x  (PSink DAM-Cleared – PSource DAM-Cleared) ]
PTP Offsets = ∑n PTP Cleared 

= ∑n [ QPTP  x  (PSink DAM-Cleared – PSource DAM-Cleared) ]
“E3” Observation = 
When Offer Price is ≤ “ath” = ( Offer Risk – Bid Offsets ) / Offer Risk ; When Offer Price is > “ath” = 50% x [ Max [ 0 or Energy Only Available Capacity – 3Part] / Energy Only Available Capacity ]

Offer Risk = ∑n[Energy Only and 3Part Offers Cleared] = ∑n[Q Cleared-3part x  PDAM-Cleared + QCleared-EO  x  PDAM-Cleared]

Bid Offsets = ∑n [QCleared-Bids  x  PDAM-Cleared]

Energy Only Available Capacity = ∑n [Energy Only Offers Not Cleared] = ∑n[QUn-Cleared-EO  x  PDAM-Cleared]

3Part = ∑n [Q3Part x PDAM-Cleared]

Additional Changes:

- E2 and E3 can both be positive

- Multiply E2 by QEO when bth < 0

DAM Three Part Offer Risk

Three Part Offer Exposure = 3Part Offset = [Q3P:P≤yth x SPPzth] + Q3P
“yth” percentile = 55th percentile of SPPDAM
“zth” percentile = 85th percentile of SPPDAM
PTP Obligation Bids

“uth” percentile = “90th” percentile
Ancillary Services Not Self-Arranged

“tth” percentile = “90th” percentile
