The Credit Work Group has reviewed the Nodal Protocols and how collateral is determined and to the best of its knowledge as of October 8, 2010, believes that 
· Credit calculations are functioning as per the Nodal Protocols based on data available in market trials in CMM and CRR and adequately address credit risk in these areas
· CWG cannot confirm the adequacy of how credit is consumed in the DAM and does not recommend go live for the DAM without the following issue being corrected as certified by ERCOT to be consistent with the Nodal Protocol language as clarified in the footnote below:
a. Two discrepancies were discovered in respect to Section 4.4.10 (d)  in how credit limits are consumed for PTP obligation bids in the DAM such that

i.  the “u” factor is not considering the quantity involved 
ii. The “u” factor times quantity is not considered for negative bids 
· With the correction of the above item, DAM credit consumption adequately addresses credit risk

Note:  ERCOT is researching and expects to be able to resolve these items prior to go live. 
Footnote


4.4.10
Credit Requirement for DAM Bids and Offers

(d)
For each PTP Obligation Bid:
1. That has a bid price greater than zero, the sum of the quantity of bid multiplied by the bid price plus the “u”th percentile of the hourly positive price difference between the source Real-Time Settlement Point Price minus the sink Real-Time Settlement Point Price over the previous 30 days times the quantity of bid.
2. That has a bid price less than or equal to zero, the “u”th percentile of the hourly positive price difference between the source Real-Time Settlement Point Price minus the sink Real-Time Settlement Point Price over the previous 30 days times the quantity of bid.
