Revised Compromise Proposal on DAM Collateral Parameters

For First 14 Days of DAM 
e1 = 1, e2 = 0, e3 = 1, d = 95, a = 50, b = 20, y = 0, z = 0, u = 95, t = 95 (all percentiles based on corresponding Zonal prices over last 30 days of the Zonal Market)
For Next 46 Days of DAM

e1 =  95th percentile of the following daily quantity over the last 30 days or since first DAM:

Min[1, Max{0.2, (∑h=1,24 (Qcleared-Bids*PDAM-cleared - Qcleared-TPO*PDAM - Qcleared-EOO*PDAM)/


(∑ h=1,24 Qcleared-Bids*PDAM) * 1.2}] 

except e1 = 1 when ∑ h=1,24 Qcleared-Bids*PDAM = 0

e2 = 0, e3 = 1, d = 95, a = 50, b = 20, y = 25, z = 25, u = 95, t = 95 (all percentiles based on Nodal prices over last 30 days or since start of Nodal Market)
After 60 Days of DAM

The default value of parameters for every Counter-Party are:

e1 = 95th percentile of the following daily quantity over the last 30 days:
Max[0, (∑h=1,24 (Qcleared-Bids*PDAM-cleared - Qcleared-TPO*PDAM - Qcleared-EOO*PDAM)/

(∑ h=1,24 Qcleared-Bids*PDAM)] 
except e1 = 1 when ∑ h=1,24 Qcleared-Bids*PDAM = 0

e2 = 0, e3 = 1, d = 85, a = 50, b = 45, y = 45, z = 50, u = 95, t = 50
Counter-Party may request ERCOT for more favorable parameters by agreeing to all the steps below: 

1. Inform ERCOT of typical seasonal  ranges for the following items:

a. Quantity of DAM Energy Bids

b. Quantity of DAM Energy Only Offers

c. Minimum fraction of DAM Energy Bids that are tied to hedging load or bilateral obligations (FBids)

d. Minimum fraction of DAM Energy Only Offers that are backed by actual generation or bilateral energy purchases (FEOO).

e. Maximum percentage of DAM Energy Bids that are not offset by DAM Energy Offers backed by gen or bilateral.
2. Notify ERCOT of changes to the following values at least 7 days in advance of when such changes become effective:

a. Quantity of DAM Energy Bids that is expected to be 20% above or below past 30 days average submitted DAM Energy Bids;

b. Quantity of DAM Energy Only Offers that is expected to be 20% above or below past 30 days average submitted DAM Energy Only Offers;

c. Minimal fraction of DAM Energy Only Offers backed by actual generation or bilateral energy purchases being more than 10% lower than the minimal fraction for that season.

d. Percentage of DAM Energy Bids that are not offset by DAM Energy Offers backed by gen or bilateral that is more than 10% lower than the maximum fraction for that season.
3. ERCOT may change the triggers for providing information (as described in 2. a- d above) to ensure reasonable levels of information are obtained (posted at least 7 days before requirement becomes effective).

4. ERCOT may, but is not required, to use information provided to re-evaluate all parameters and may change any parameter with at least 2 days notice.   In addition, ERCOT may, in its sole discretion, adjust “e” variables for other risks as they are identified.    

5. If ERCOT determines that information provided to ERCOT is erroneous or that ERCOT has not been notified of required changes, ERCOT may set all parameters for the Counter-Party to the default values with a possible multiplier on the "e1" variable, at ERCOT's sole discretion, for a period of not less than 7 days and until ERCOT is satisfied that the Counter-Party is complying with the rules for more favorable treatment.
If an entity meets the requirements above for more favorable treatment, then the parameters for that Counter-Party are:

e1 = 75th percentile of the following daily quantity over the last 30 days:

Max[0, (∑h=1,24 (Qcleared-Bids*PDAM-cleared - Qcleared-TPO*PDAM - Qcleared-EOO*PDAM)/


(∑ h=1,24 Qcleared-Bids*PDAM)]

except e1 = 1 when ∑ h=1,24 Qcleared-Bids*PDAM = 0

ERCOT may adjust the value of e1 by dividing by FBids or some adjustment to FBids based on information available to ERCOT.
e2  = 1 - 75th percentile of the following daily quantity over the last 30 days:

Max[0, (∑h=1,24 (Qcleared-EOO*PDAM-cleared + Qcleared-TPO*PDAM - Qcleared-Bids*PDAM)/


(∑ h=1,24 (Qcleared-EOO*PDAM + Qcleared-TPO*PDAM))]
except e2 = 0 when ∑ h=1,24 (Qcleared-EOO*PDAM + Qcleared-TPO*PDAM = 0

ERCOT may adjust the value of e2 by multiplying into FEOO or some adjustment to FEOO based on information available to ERCOT.
e3 = 1 - e2
d = 85, a = 50, b = 45, y = 45, z = 50, u = 95, t = 50
FOR NEW COUNTER-PARTY THAT STARTS AFTER NODAL GO-LIVE

For First 14 DAMs after the Counter-Party becomes Active 
e1 = 1, e2 = 0, e3 = 1 (all percentiles are the same as those in effect for the entire market)
For Next 46 DAMs after the Counter-Party becomes Active
e1 =  95th percentile of the following daily quantity over the last 30 days or since first DAM:

Min[1, Max{0.2, (∑h=1,24 (Qcleared-Bids*PDAM-cleared - Qcleared-TPO*PDAM - Qcleared-EOO*PDAM)/


(∑ h=1,24 Qcleared-Bids*PDAM) * 1.2}] 

except e1 = 1 when ∑ h=1,24 Qcleared-Bids*PDAM = 0

e2 = 0, e3 = 1 (all percentiles are the same as those in effect for the entire market)
After 60 DAMs after the Counter-Party becomes Active
Same as "After 60 Days of DAM" above.
NOTES FROM MCWG MEETING ON 3/26/10
1. Historical “e”s are not representative due to:

a. Increased DAM Energy Bids with no corresponding increase in DAM Energy Offers that are backed by gen or bilateral

b. Increased DAM Energy Only Offers that are not backed by gen or bilateral

c. Decreased DAM Energy Offers backed by gen or bilateral without corresponding decrease in DAM Energy Bids

