Nodal Protocol Revision Request


	NPRR Number
	300
	NPRR Title
	Municipal Owned Utility Addition to Determination of Total Potential Exposure for a Counter-Party

	Date Posted
	December 3, 2010

	
	

	Nodal Protocol Section Requiring Revision 
	16.11.4.1, Determination of Total Potential Exposure for a Counter-Party

	Revision Description
	This Nodal Protocol Revision Request (NPRR) adds Municipally Owned Utilities (MOUs) to the list of Entities exempt from the requirement to grant ERCOT a first priority security interest in order for Total Potential Exposure (TPE) of a Counter-Party to be based on the algebraic sum of the Counter-Party’s current and future credit exposures.

	Reason for Revision
	As required by Texas State law, municipal governments cannot enter into an Agreement that allows first priority security.  

	Overall Market Benefit
	Correctly credits MOUs for Congestion Revenue Right (CRR) ownership.

	Overall Market Impact
	None.

	Consumer Impact
	None.

	Credit Implications 
	Yes, correctly values MOU credit exposure.


	Quantitative Impacts and Benefits


	Assumptions
	1
	Over market benefit/cost determined by value of credit position.

	
	2
	Will require ERCOT to add MOUs to CRR netting process.

	
	3
	

	
	4
	

	Market Cost
	
	Impact Area
	Monetary Impact

	
	1
	None Identified.
	Not identified.

	
	2
	
	

	
	3
	
	

	
	4
	
	

	Market Benefit
	
	Impact Area
	Monetary Impact

	
	1
	Correctly values MOU credit position.
	Unknown.

	
	2
	
	

	
	3
	
	

	
	4
	
	

	Additional Qualitative Information
	1
	

	
	2
	

	
	3
	

	
	4
	

	Other Comments
	1
	

	
	2
	

	
	3
	

	
	4
	


	Sponsor

	Name
	Dan Bailey

	E-mail Address
	danb@gplops.org

	Company
	City of Garland

	Phone Number
	972-205-2203

	Cell Number
	214-300-9299

	Market Segment
	Municipal 


	Market Rules Staff Contact

	Name
	Sonja B. Mingo 

	E-Mail Address
	smingo@ercot.com 

	Phone Number
	512-248-6463


	Proposed Protocol Language Revision


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, Municipally Owned Utility (MOU) 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, MOU 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.
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