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	NPRR Number
	286
	NPRR Title
	DAM Credit – Non-Business Day Processing

	Timeline
	Normal
	Action
	Recommended Approval

	Date of Decision
	October 21, 2010

	Proposed 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
	Not applicable. 

	Nodal Protocol Sections Requiring Revision
	4.4.10, Credit Requirement for DAM Bids and Offers

16.11.4.1, Determination of Total Potential Exposure for a Counter-Party

16.11.4.3, Determination of Counter-Party Estimated Aggregate Liability

16.11.4.4, Determination of Counter-Party Aggregate Incremental Liability

16.11.4.5, Determination of the Counter-Party Future Credit Exposure

16.11.4.6.2, Credit Requirements for DAM Participation

16.11.4.7, Credit Monitoring and Management Reports

16.11.5, Monitoring of a Counter-Party’s Creditworthiness and Credit Exposure by ERCOT.

	Revision Description
	This Nodal Protocol Revision Request (NPRR) will allow ERCOT to send Available Credit Limits (ACLs) to Counter-Parties participating in the Day-Ahead Market (DAM) and to send related collateral requests, as needed, on non-Business Days.

	Reason for Revision
	Allows exposure to be updated, capturing net benefits and risks.

	Overall Market Benefit
	Allows exposure to be updated, capturing net benefits and risks.

	Overall Market Impact
	More realistic estimates of exposure captured; however, also will likely reduce predictability of exposure.

	Consumer Impact
	None. 

	Credit Impacts
	Yes, will update exposure more timely and will allow ERCOT to send related collateral requests as needed.

	Procedural History
	· On 10/14/10, NPRR286, the Impact Analysis and a CEO Revision Request Review were posted.

· On 10/18/10, Austin Energy comments were posted.

· On 10/18/10, Luminant Energy Company comments were posted. 

· On 10/21/10, a revised Impact Analysis was posted.

· On 10/21/10, PRS considered NPRR286.

	PRS Decision 
	On 10/21/10, PRS voted to recommend approval of NPRR286 as amended by the 10/18/10 Austin Energy comments and as revised by PRS and to forward NPRR286 and the Impact Analysis to TAC.  There was one abstention from the Municipal Market Segment.  All Market Segments were present for the vote.

	Summary of PRS Discussion
	On 10/21/10, it was noted that NPRR286 was discussed by the Credit Working Group (Credit WG) and Market Credit Working Group (MCWG), and the groups were in consensus to recommend changing the percentile to 85% for the credit exposure increase under paragraph (6)(b) of Section 4.4.10.  Participants agreed to change this value to 90%. 
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	Sponsor

	Name
	Cheryl Yager

	E-mail Address
	cyager@ercot.com

	Company
	ERCOT

	Phone Number
	512.225.7029

	Cell Number
	

	Market Segment
	ERCOT


	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

	Austin Energy 101810
	Proposed changes to paragraph (8)(b) of Section 4.4.10, clarifying that the proxy referenced therein relates to the difference between the Real-Time Settlement Point Price and Day-Ahead Settlement Point Price.

	Luminant Energy Company 101810
	Proposed changes to the values of the reference to “95th percentile” to “85th percentile” in paragraphs (6)(b)(i)(B) and (6)(b)(ii) of Section 4.4.10 as endorsed by the Credit WG and MCWG.


	Proposed Protocol Language Revision


4.4.10
Credit Requirement for DAM Bids and Offers

(1)
Each QSE’s ability to bid and offer in the DAM is subject to credit exposure from the QSE’s bids and offers being within the credit limit for DAM participation established for the entire Counter-Party of which the QSE is part, as specified in item (1) of Section 16.11.4.6.2, Credit Requirements for DAM Participation, and taking into account the credit exposure of accepted DAM bid and offers of the Counter-Party’s other QSEs. 

(2)
DAM bids and offers of all QSEs of the Counter-Party are accepted in the order submitted while ensuring that the credit exposure from accepted bids and offers do not exceed the Counter-Party’s credit limit for DAM participation. 

(3)  
ERCOT shall reject the QSE’s individual bids and offers whose credit exposure, as calculated in item (6) below, exceeds the Counter-Party’s credit limit for DAM participation as described in items (1) and (2) above, and shall notify the QSE through the MIS Certified Area as soon as practicable. 

(4) 
The QSE may revise and resubmit such rejected bids and offers described in item (3) above, provided that the resubmitted bids and offers are valid and within the Counter-Party’s credit limit for DAM participation adjusted for all accepted DAM bids and offers of the Counter-Party’s QSE’s limit and that such resubmission occurs prior to 1000 of the Operating Day. 

(5)
The DAM shall use the Counter-Party’s credit limit for DAM participation provided and  adjusted for accepted bids and offers for DAM transactions cleared, until a new credit limit for DAM participation is available.

(6)
ERCOT shall calculate credit exposure for bids and offers in the DAM as follows: 

(a)
For each DAM Energy Bid, the credit exposure shall be calculated as the quantity of the bid multiplied by a bid exposure price that is calculated as follows:  

(i)
For each MW portion of the DAM Energy Bid where the price is less than or equal to zero, the bid exposure price for that MW portion will equal zero.

(ii)
For each MW portion of the DAM Energy Bid where the price is greater than zero, the bid exposure price for that MW portion will equal the greater of zero or the sum of (A) and (B):

(A)
The lesser of:

(1)
The “d”th percentile of the Day-Ahead Settlement Point Price for the hour over the previous 30 days; and 

(2)
The bid price.

(B)
“e1” times (bid price minus (A)) when the bid price is greater than (A).

(b)
For each MW portion of a DAM Energy Only Offer:

(i)
That has an offer price that is less than or equal to the “a”th percentile of the Day-Ahead Settlement Point Price for the hour over the previous 30 days, the sum of (A) and (B) shall apply.   

(A)
Credit exposure will be:

(1)
Reduced (when the “b”th percentile Settlement Point Price for the hour is positive).  The reduction shall be the quantity of the offer multiplied by the “b”th percentile of the Day-Ahead Settlement Point Price for the hour over the previous 30 days times “e2”; or

(2)
Increased (when the “b”th percentile Settlement Point Price for the hour is negative).  The increase shall be the quantity of the offer multiplied by the “b”th percentile of the Day-Ahead Settlement Point Price for the hour over the previous 30 days.  

(B)
Credit exposure will be increased by the product of the quantity of the offer times the 90th percentile of any positive hourly difference of Real-Time Settlement Point Price and Day-Ahead Settlement Point Price over the previous 30 days for the hour times “e3.”

(ii)
That has an offer price that is greater than the “a”th percentile of the Day-Ahead Settlement Point Price for the hour over the previous 30 days, credit exposure will be increased by the product of the quantity of the offer times the 90th percentile of any positive hourly difference of Real-Time Settlement Point Price and Day-Ahead Settlement Point Price over the previous 30 days for the hour times “e3.”  

(c)
For each MW portion of the Energy Offer Curve of a Three-Part Supply Offer:

(i)
That has an offer price that is less than or equal to the “y”th percentile of the Day-Ahead Settlement Point Price for the hour over the previous 30 days, credit exposure will be reduced (when the “z”th percentile Settlement Point Price is positive) or increased (when the “z”th percentile Settlement Point Price is negative) by the quantity of the offer multiplied by the “z”th percentile of the Day-Ahead Settlement Point Price for the hour over the previous 30 days.  

(ii)
That has an offer price that is greater than the “y”th percentile of the Day-Ahead Settlement Point Price for the hour over the previous 30 days, the credit exposure will be zero.

(d)
For PTP Obligation Bids, the sum of the quantity of bid multiplied by the bid price, if positive, 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.

(e)
For Ancillary Services not self-arranged, the product of the quantity of Ancillary Service not self-arranged times the “t”th percentile of the hourly Market Clearing Price for Capacity (MCPC) for that Ancillary Service over the previous 30 days for that hour.  

	[NPRR131:  Insert paragraph (4)(f)and renumber accordingly, upon system implementation:]
(f)
For Ancillary Services Trades with ERCOT, the product of the quantity of Ancillary Service procured times the “t”th percentile of the hourly MCPC for that Ancillary Service over the previous 30 days for that hour.  




(f)
Variables “e1,” “e2,” or “e3”, which are applicable to items (a) through (c) above, under conditions described below, will be determined and applied at ERCOT’s sole discretion.  Within the application parameters identified below, ERCOT shall establish values for “e1,” “e2,” and “e3” and provide notice to an affected Counter-Party of any changes to “e1,” “e2,” or “e3” before 0900 generally two Bank Business Days prior to the normally scheduled DAM 1000 by a minimum of two of these methods:  written, electronic, or telephonic.  However, ERCOT may adjust any “e” factor immediately if, in its sole discretion, ERCOT determines that the “e” factor(s) set for a Counter-Party do not adequately match the financial risk created by that Counter-Party’s activities in the market.  ERCOT shall review the values for “e1,” “e2,” or “e3” for each Counter-Party no less than once every two weeks.  ERCOT shall provide written or electronic notice to the Counter-Party of the basis for ERCOT’s assessment, or change of assessment, of the exposure adjustment variable established for the Counter-Party and the impact of the adjustment.

(i)
The value of each exposure adjustment “e1,” “e2,” and “e3” is a value between zero and one, rounded to the nearest hundredth decimal place, set by ERCOT by Counter-Party.  The values ERCOT establishes for “e1,” “e2,” and “e3” for a Counter-Party shall be applied equally to the portfolio of all QSEs represented by such Counter-Party.

(ii)
A Technical Advisory Committee (TAC)-recommended and ERCOT Board-approved procedure (“Procedures for Setting Nodal Day-Ahead Market Credit Requirement Parameters”), which will be reviewed at least annually and posted on the MIS Public Area, will be used to define and modify the values of “e1,” “e2,” and “e3.”

(7)
The variables to define the pre-DAM credit validation process referenced in item (6) above (including the standard setting for the “e1,” “e2,” and “e3,” if any) shall be posted on the MIS Public Area.  TAC shall review these variables at least annually and may recommend to the ERCOT Board, changes to these values.  If changes to these values are approved by the ERCOT Board, such revised values shall be posted on the MIS Public Area within three Business Days of ERCOT Board approval.
(8)
Upon the Texas Nodal Market Implementation Date, ERCOT will use the variables listed below for inputs in item (6) above.  Furthermore, upon ERCOT obtaining Real-Time and/or Day-Ahead Settlement Point Prices, the data associated with the earliest remaining pre-nodal market date reference will be replaced.
(a)
ERCOT will load the previous 30 days of zonal Market Clearing Price for Energy (MCPE) in order to determine DAM Settlement Point Prices.

(i)
ERCOT will calculate the hourly average of all 15-minute interval zonal MCPE prices when determining DAM Settlement Point Prices.

(ii)
ERCOT will map nodal Settlement Points (Resource Nodes, Load Zones, NOIE Load Zones, DC Tie zones) to zonal congestion zones and nodal Hubs to zonal Hubs based on the proximity of the node within zonal boundaries defined elsewhere in the Protocols.

(b)
ERCOT will load ten percent of the simple average of the Real-Time Settlement Point Price obtained within the first seven days of the nodal market’s inception as a proxy for the hourly difference of Real-Time Settlement Point price and Day-Ahead Settlement Point Price or ERCOT will load 10% of the simple average of the zonal Load Zone hourly MCPE for 30 days prior to the Texas Nodal Market Implementation Date as a proxy for the hourly difference of Real-Time Settlement Point Price and Day-Ahead Settlement Point Price.

16.11.4.1
Determination of Total Potential Exposure for a Counter-Party

(1)
A Counter-Party’s “Total Potential Exposure” (TPE) is: (i) for a Counter-Party that has granted ERCOT a first priority security interest in receivables generated under or in connection with the Counter-Party Agreement or is an EC or an Entity created under Texas Water Code (TWC) § 222.001, Creation, the algebraic sum of its current and future credit exposures, and (ii) for every other Counter-Party, the sum of its current credit exposure, if positive, and Future Credit Exposures (FCEs), if positive. 

(a)
Current credit exposure is calculated as the Initial Estimated Liability (IEL) or the greater of its Estimated Aggregate Liability (EAL), Aggregate Incremental Liability (AIL) or the sum of its EAL and AIL.  Current credit exposure includes the following:

(i)
Obligations as a result of the Adjustment Period operations and Real-Time operations, including emergency operations;  

(ii)
Known obligations in the DAM; and 

(iii)
CRR-related known obligations. 

(b)
FCE is calculated as the FCE that reflects the future mark-to-market value of CRRs registered in the name of the Counter-Party.

(2)
For a Counter-Party that has granted ERCOT a first priority security interest in receivables generated under or in connection with the Counter-Party Agreement or is an EC or an Entity created under TWC § 222.001:


TPE 
= 
Max [(IEL for the first 60 days), EAL, AIL, (EAL+AIL)] + FCE

For all other Counter-Parties:

TPE 
= 
Max [0, (IEL for the first 60 days), EAL, AIL, (EAL+AIL)] + Max [0, FCE]

(3)
If ERCOT, in its sole discretion, determines that the TPE for a Counter-Party calculated under paragraph (1) above does not adequately match the financial risk created by that Counter-Party’s activities under these Protocols, then ERCOT may set a different TPE for that Counter-Party.  ERCOT shall, to the extent practical, give to the Counter-Party the information used to determine that different TPE.  ERCOT shall provide written or electronic notice to the Counter-Party of the basis for ERCOT’s assessment of the Counter-Party’s financial risk and the resulting creditworthiness requirements.
(4)
ERCOT shall monitor and calculate each Counter-Party’s TPE daily. 
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 EAL 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—EAL for the Counter-Party.

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

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

	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 9.19, Partial Payments by Invoice Recipients.  It is calculated as the sum of:

(a) Amounts expected to be uplifted within one year of the date of the calculation; and

(b) 25%, 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 Day Ahead Liability Extrapolated—16 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 (PTP) 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.


16.11.4.4
Determination of Counter-Party Aggregate Incremental Liability 

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

AIL
=
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 (RTL d) – Max [0, (MAX (ADTE during 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 (RTL) 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 RTL will be adjusted for CRRs settled in Real-Time and for other amounts due to or from ERCOT by the Counter-Party.  RTL 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. 


16.11.4.5
Determination of the Counter-Party Future Credit Exposure

(1)
ERCOT shall monitor and calculate the Counter-Party’s FCE 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.  

FCE o  =  FCEOBL o + FCEOPT o + FCRFGR o
The above variables are defined as follows:

	Variable
	Unit
	Description

	FCE o
	$
	Future Credit Exposure—Counter-Party FCE 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.

	FCEOBL o
	$
	Future Credit Exposure for PTP Obligations—Counter-Party FCE 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.

	FCEOPT o
	$
	Future Credit Exposure for PTP Options—Counter-Party FCE 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.

	FCEFGR o
	$
	Future Credit Exposure for FGRs—Counter-Party FCE for all Flowgate Rights (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 FCE 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:

FCEOBL o 
=
Max (ACPEOBL o, - FMMOBL o)

Where:

ACPEOBL o
=
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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 FCEOBL o is negative (a net asset to the Counter-Party), then the FCEOBL o 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 parameters to determine ACPE (X and Y) shall be posted on the MIS Public Area.  The Technical Advisory Committee (TAC) shall review these values at least annually and may recommend to the ERCOT Board changes to these values.  If changes to these values are approved by the ERCOT Board, such revised values shall be posted on the MIS Public Area within three Business Days of ERCOT Board approval.

The above variables are defined as follows:

	Variable
	Unit
	Description

	FCEOBL o
	$
	Future Credit Exposure for PTP Obligations—Counter-Party FCE 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.

	ACPEOBL o
	$
	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 $Y per MW, then Y * X divided by the PTP Obligation Auction Clearing Price;

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

· if the PTP Obligation Auction Clearing Price is negative, then $X per MW, plus the absolute value of the PTP Obligation Auction Price per MW. 

	FMMOBL o
	$
	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 (Credit WG) 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 RTM 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 RTM 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 RTM Settlement Point Prices for that Operating Day.  

	OBLMW o, 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 FCE 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.

FCEOPT o 
=
- FMMOPT o
Where:

FMMOPT o = 
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[(W1*ACP h, (j, k)  + W2 * TOPTV h, (j, k) + W3 * FDOPTV h, (j, k)  + W4 * PMOPTV h, (j, k)) * OPTMW o, h, (j, k)] 

FCEOPT o 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

	FCEOPT o
	$
	Future Credit Exposure for PTP Options—Counter-Party FCE 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.

	FMMOPT o
	$
	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 WG 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 RTM 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 RTM 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 RTM Settlement Point Prices for that Operating Day.

	OPTMW o, 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 FCE 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:

FCEFGR o 
=
- FMMFGR o
Where:

FMMFGR o = 
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[(W1 * ACP h, f + W2 * TFGRV h, f + W3 * FDFGRV h, f + W4 * PMFGRV h, f) * FGRMW o, h, f]

FCEFGR o 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

	FCEFGR o
	$
	Future Credit Exposure for FGRs—Counter-Party FCE 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.

	FMMFGR o
	$
	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.

	ACP h, 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 WG and posted on the MIS Public Area.  The weighting factors may be customizable for the month to which a CRR applies. 

	TFGRV h, 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 RTM Settlement Point Prices for that Operating Day.

	FDFGRV h, 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 RTM Settlement Point Prices for that Operating Day.

	PMFGRV h, 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 RTM Settlement Point Prices for that Operating Day.

	FGRMW o, 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


16.11.4.6.2
Credit Requirements for DAM Participation

(1)
ERCOT shall impose a credit limit on each Counter-Party participating in the DAM as the difference between 90% of the ACL and any CRR Auction credit limit assigned.

(2) 
ERCOT shall impose the credit limit for DAM participation calculated in item (1) above on the Counter-Party’s QSEs and all Subordinate QSEs combined participation in the DAM as described in Section 4.4.10, Credit Requirement for DAM Bids and Offers.
(3)       A new credit limit will be sent to each Counter-Party participating in the DAM daily.
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.   ERCOT shall post one set of these reports on the MIS Certified Area on each non-Business Day for which an ACL is sent.
(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;

(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;

(b)
Future Credit Exposure for CRR PTP Options (FCEOPT) Detail Report; and

(c)
Future Credit Exposure for CRR PTP Flowgate Rights (FCEFGR) Detail Report.

(3)
The reports listed 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 paragraph (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.


16.11.5
Monitoring of a Counter-Party’s Creditworthiness and Credit Exposure by ERCOT

(1)
ERCOT shall monitor the creditworthiness and credit exposure of each Counter-Party or its guarantor, if any.  To enable ERCOT to monitor creditworthiness, each Counter-Party shall provide to ERCOT:  

(a)
Its own or its guarantor’s quarterly (semi-annually, if the guarantor is foreign and rated by a rating agency acceptable to ERCOT) unaudited financial statements not later than 60 days (90 days if the guarantor is foreign and rated by a rating agency acceptable to ERCOT) after the close of each of the issuer’s fiscal quarters; if an issuer’s financial statements are publicly available electronically and the issuer provides to ERCOT sufficient information to access those financial statements, then the issuer is considered to have met this requirement. 

(b)
Its own or its guarantor’s annual audited financial statements not later than 120 days after the close of each of the issuer’s fiscal year; if an issuer’s financial statements are publicly available electronically and the issuer provides to ERCOT sufficient information to access those financial statements, then the issuer is considered to have met this requirement.  ERCOT may extend the period for providing interim unaudited or annual audited statements on a case-by-case basis.

(c)
Notice of a material change.  A Counter-Party that has been granted an Unsecured Credit Limit pursuant to Section 16.11.2, Requirements for Setting a Counter-Party’s Unsecured Credit Limit, shall inform ERCOT within one Business Day if it has experienced a material change in its operations, financial condition or prospects that might adversely affect the Counter-Party and require a revision to its Unsecured Credit Limit.  ERCOT may require the Counter-Party to meet one of the credit requirements of Section 16.11.3, Alternative Means of Satisfying ERCOT Creditworthiness Requirements.  

(2)
A Counter-Party that meets all or part of its creditworthiness requirements using a method provided in Section 16.11.3, is responsible, at all times, for maintaining Financial Security in an amount equal to or greater than that Counter-Party’s TPE minus its Unsecured Credit Limit.  ERCOT shall promptly notify each Counter-Party of the need to increase its Financial Security, and allow the Counter-Party time as defined in paragraph (3)(a) below to provide additional Financial Security to maintain compliance with this subsection. 

(a)
When the Counter-Party’s TPE as defined in Section 16.11.4, Determination and Monitoring of Counter-Party Credit Exposure, reaches 90% of its Financial Security, ERCOT shall use reasonable efforts to electronically issue a warning to the Counter-Party’s Authorized Representative and Credit Contact advising the Counter-Party that it should consider increasing its Financial Security.  However, failure to issue that warning does not prevent ERCOT from exercising any of its other rights under this Section.

(b)
ERCOT may suspend a Counter-Party when that Counter-Party’s TPE as defined in Section 16.11.4, equals or exceeds 100% of the sum of its Unsecured Credit Limit and its Financial Security.  The Counter-Party is responsible, at all times, for managing its activity within its TPE or increasing its Financial Security to avoid reaching its limit.  Any failure by ERCOT to send a notice as set forth in this Section does not relieve the Counter-Party from the obligation to maintain Financial Security in an amount equal to or greater than that Counter-Party’s TPE as defined in Section 16.11.4. 

(3)
To the extent that a Counter-Party fails to maintain Financial Security in an amount equal to or greater than its TPE as defined in Section 16.11.4:

(a)
ERCOT shall promptly notify the Counter-Party, , of the amount by which its Financial Security must be increased and allow it 

(i) 
Until 1500 on the second Bank Business Day from the date on which ERCOT delivered the notice to increase its Financial Security if ERCOT delivered its notice before 1500, or 

(ii) 
Until 1700 on the second Bank Business Day from the date on which ERCOT delivered notification to increase its Financial Security if ERCOT delivered its Notice after 1500 but prior to 1700.  ERCOT shall notify the QSE’s Authorized Representative(s) and Credit Contact if it has not received the required security by 1530 on the Bank Business Day on which the security was due; however, failure to notify the Counter-Party’s representatives or contact that the required security was not received does not prevent ERCOT from exercising any of its other rights under this Section.

(b)
At the same time it notifies the Counter-Party that is the QSE, ERCOT may notify each LSE and Resource represented by the Counter-Party that the LSE or Resource may be required to designate a new QSE if its current QSE fails to increase its Financial Security. 

(c)
ERCOT is not required to make any payment to that Counter-Party unless and until the Counter-Party increases its Financial Security.  The payments that ERCOT will not make to a Counter-Party include Invoice receipts, CRR revenues, CRR credits, reimbursements for short payments, and any other reimbursements or credits under any other agreement between the Market Participant and ERCOT.  ERCOT may retain all such amounts until the Counter-Party has fully discharged all payment obligations owed to ERCOT under the Counter-Party Agreement, other agreements, and these Protocols. 

(d)
ERCOT may reject any bids or offers in a CRR Auction from the Counter-Party until it has increased its Financial Security.  ERCOT may reject any bids or offers from the Counter-Party in the DAM until it has increased its Financial Security.

(4)
If a Counter-Party increases its Financial Security by the deadline in paragraph (3)(a) above, then ERCOT may notify each LSE and Resource represented by the Counter-Party.

(5)
If a Counter-Party increases its Financial Security by the deadline in paragraph (3)(a) above, then ERCOT shall release any payments held.
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