Board Report


	NPRR Number
	241
	NPRR Title
	Aggregate Incremental Liability (AIL) Calculation and Credit Reports Publish Corrections

	Timeline
	Normal
	Action
	Approved 

	Date of Decision
	September 21, 2010

	Effective Date
	Upon the Nodal Protocol Transition Plan’s Texas Nodal Market Implementation Date as prescribed by zonal Protocol Section 21.12, Process for Transition to Nodal Market Protocol Sections.

	Priority and Rank Assigned
	Priority Medium (applicable only to grey box item in Section 16.11.4.7 paragraph (3)).

	Nodal Protocol Sections Requiring Revision
	16.11.4.4, Determination of Counter-Party Aggregate Incremental Liability

16.11.4.7, Credit Monitoring and Management Reports

	Revision Description
	This Nodal Protocol Revision Request (NPRR):

1. Updates AIL calculation to reflect Max (Average Daily Transaction Extrapolated (ADTE) during the previous 60-day period) instead of ADTE to match Estimated Aggregate Liability (EAL) calculation.
2. Removes Flowgate Rights (FGRs)-related Credit Monitoring and Management Reports.
3. Corrects Credit Monitoring and Management Reports format from Extensible Markup Language (XML) to Microsoft Excel (XLS) format.
4. Updates the posting requirements of Future Credit Exposure (FCE) Details Reports.

This NPRR also resolves alignment item A76.

	Reason for Revision
	1. The AIL is intended to calculate the incremental liability incurred by a Counter-Party based on more recent estimates to the extent that the EAL fails to account for such liability.  Specifically, the AIL determines the amount by which the Real-Time Liability (RTL) estimate exceeds the corresponding liability calculated by the EAL for a comparable period.

Currently, the formula prescribed in the Nodal Protocols compares the RTL with the ADTE.  However, since the EAL calculation uses the Max (ADTE during the previous 60-day period) and not simply the ADTE, the change is needed to reflect the actual incremental liability.

2. Based on recently approved revisions to Nodal Protocol Section 7.3.1.2, Defined Flowgates, there are currently no defined flowgates.  Hence the Credit Monitoring and Management Reports related to flowgates are being removed from the list.
3. Credit Monitoring and Management Reports format was incorrectly listed as XML where as it is actually supposed to be Microsoft XLS format.

4. The FCE Details Reports are large and resulting into system constraints to generate them in time for posting.

	Overall Market Benefit
	This NPRR will result in the determination of a more reasonable collateral requirement and ultimately increases Available Credit Limit (ACL).

	Overall Market Impact
	Not applicable

	Consumer Impact
	Not applicable

	Credit Impacts
	ERCOT Credit Staff and the Credit Work Group (Credit WG) have reviewed NPRR241 and do not believe that it requires changes to credit monitoring activity or the calculation of liability.

	Procedural History
	· On 5/27/10, NPRR241, the CEO Revision Request Review, and Impact Analysis were posted.

· On 6/17/10, PRS considered NPRR241. 

· On 7/20/10, Reliant Energy Retail Services LLC comments were posted. 

· On 7/21/10, WMS comments were posted. 

· On 7/22/10, PRS again considered NPRR241.

· On 8/19/10 PRS considered the 7/22/10 PRS Report and Impact Analysis for NPRR241.

· On 8/26/10, a revised Impact Analysis and a revised CEO Revision Request Review were posted. 

· On 9/2/10, TAC considered NPRR241. 

· On 9/21/10 the ERCOT Board considered NPRR241. 

	PRS Decision 
	On 6/17/10, PRS unanimously voted to refer NPRR241 to WMS.  All Market Segments were present for the vote. 

On 7/22/10, PRS unanimously voted to recommend approval of NPRR241 as amended by the 7/21/10 WMS comments and as revised by PRS.  All Market Segments were present for the vote. 

On 8/19/10, PRS unanimously voted to endorse and forward the 7/22/10 PRS Report with a recommended priority of Medium for the proposed grey-box language and Impact Analysis for NPRR241 to TAC.  The Independent Power Marketer (IPM) Market Segment was not present for the vote.

	Summary of PRS Discussion
	On 6/17/20, the sponsor of NPRR241 explained the purpose of NPRR241 is to ensure that Market Participants receive the credit from AIL exposure for the highest ADTE used in the EAL calculations.  PRS agreed to refer NPRR241 to WMS for further review of credit implications.  PRS also discussed what file format the Credit Monitoring and Management Reports should be posted in.
On 7/22/10, ERCOT staff agreed to reinsert the Flowgate Rights credit reports.  It was noted that the proposed grey-boxed language introduces a change from a Microsoft XLS to XML format for viewing the Credit Monitoring and Management Reports on the Market Information System (MIS). 
On 8/19/10, there was no discussion.

	TAC Decision 
	On 9/2/10, TAC unanimously voted to recommend approval of NPRR241 as recommended by PRS in the 8/19/10 PRS Report with a recommended priority of Medium for the proposed grey-box language.  All Market Segments were present for the vote.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                            

	Summary of TAC Discussion
	On 9/2/10, there was no discussion.

	Board Decision
	On 9/21/10, the ERCOT Board approved NPRR241 as recommended by TAC in the 9/2/10 TAC Report. 


	Quantitative Impacts and Benefits
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	Market Cost
	
	Impact Area
	Monetary Impact
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	Not applicable.
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	Market Benefit
	
	Impact Area
	Monetary Impact

	
	1
	Results in a more reasonable estimate of collateral requirement.
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	Increases resulting ACL.
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	Sponsor

	Name
	Vanessa Spells, Credit Manager

	E-mail Address
	vspells@ercot.com

	Company
	ERCOT

	Phone Number
	(512) 225-7014

	Cell Number
	

	Market Segment
	Not applicable


	Market Rules Staff Contact

	Name
	Sonja B. Mingo 

	E-Mail Address
	smingo@ercot.com 

	Phone Number
	512-248-6463


	Comments Received

	Comment Author
	Comment Summary

	Reliant Energy Retail Services LLC 072010
	Included grey box language to support future Nodal system implementation for viewing Credit Monitoring and Management Reports on the MIS via an XML format.

	WMS 072110
	Endorsed NPRR241 as amended by the 7/20/10 Reliant Energy Retail Services LLC comments. 


	Proposed Protocol Language Revision


16.11.4.4
Determination of Counter-Party Aggregate Incremental Liability 

ERCOT shall monitor and calculate an AIL on Business Days for each Counter-Party using the formula below:

AIL
=

[image: image1.wmf]d

S

 (RTL d) – Max [0, (Max (ADTE during the previous 60-day period) / 40 * N * 0.9)]   

The above variables are defined as follows:

	Variable
	Unit
	Description

	AIL
	$
	Aggregate Incremental Liability—The amount by which the calculated incremental liability of the Counter-Party for all relevant days, N, exceeds the ADTE. 

	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.  Real-Time Liability 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, ERCOT shall calculate RTL using Settlement Statement data;

(b)
For each Operating Day that is completed but not settled or for which no Invoice has been issued, ERCOT shall calculate RTL 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; and

(c) For seven Operating Days that are not yet completed, ERCOT shall calculate RTL 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 for the next seven days. 

	ADTE
	$
	Average Daily Transaction Extrapolated—40 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.

	d
	none
	One Operating Day in the period of relevant days. 

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


16.11.4.7
Credit Monitoring and Management Reports


(1)
ERCOT shall post twice each Business Day on the MIS Certified Area each active Counter-Party’s credit monitoring and management related reports as listed below.  The first posting shall be made by 1200 and the second posting shall be made as close as reasonably possible to the close of the Business Day but no later than 2350.
(a)
Available Credit Limit (ACL) Summary Report;
(b)
Total Potential Exposure (TPE) Summary Report;
(c)
Estimate Aggregate Liability (EAL) Summary Report;

(d)
Estimated Aggregate Liability (EAL) Detail Report;

(e)
Aggregate Incremental Liability (AIL) Detail Report;

(f)
Future Credit Exposure for CRR PTP Obligations (FCEOBL) Summary Report; and

(g)
Future Credit Exposure for CRR PTP Options (FCEOPT) Summary Report and


(h)
Future Credit Exposure for CRR PTP Flowgate Rights (FCEFGR) Summary Report. 


(2)
ERCOT shall post once each Business Day on the MIS Certified Area each active Counter-Party’s credit monitoring and management related reports or extracts as listed below; however, these reports may not be posted if system limitations are prohibitive.  
(a)
Future Credit Exposure for CRR PTP Obligations (FCEOBL) Detail Report; and

(b)
Future Credit Exposure for CRR PTP Options (FCEOPT) Detail Report.
(c)
Future Credit Exposure for CRR PTP Flowgate Rights (FCEFGR) Detail Report.
(3)
The reports referenced above will be posted to the MIS Certified Area in Portable Document File (PDF) format and Microsoft Excel (XLS) format.  There shall be a provision to “open”, “save” and “print” each report.
	[NPRR241: Replace Section 16.11.4.7(3) above with the following upon system implementation.]

 (3)      The reports referenced above will be posted to the MIS Certified Area in Portable Document File (PDF) format and Extensible Markup Language (XML) format.  
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