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WMS will be looking at the ability of market participants to buy CRR Obligations and the corresponding credit posted with those CRRs this Friday for the upcoming Balance of Year Auction (6 months).  What we must determine is the set of Obligations we intend to pass on to the Board for release to sell into the auction.  Previous discussions have focused on the risk created by the potential of CRR Obligations to "flip" in value.  While I appreciate the fact that we love to be scared in this country (i.e. the success of Friday the 13th pt 1, 2...), at some point we need to take a rational look at how others are managing this risk in their markets and compare it to what we have done.
 

So first off, let's look at MISO (see (7) FTR Portfolio Exposure pp. 72-74 of attachment).
 

MISO allows annual Obligations to be sold (compared to our 6 month risk in our BOY auction).
Once Obligations are sold, MISO does a look back of the clearing prices on a yearly basis (from April 1 thru March 31) and takes the 50th percentile and 75th percentile of the clearing prices in that term.  
    These values are set annually.
The greater of the difference between source and sink at the 50th and 75th percentiles is calculated and then multiplied by the remaining Obligations in the term.  
The net of the sum of all those values (positive value FTRs directly offset negative value FTRs) yields the margin needed by the counterparty to support their position if it is still negative.  
NO adders, NO multipliers no assumption of forward risk changing.
 

So I would place the margin level at MISO well below that of our current protocols in ERCOT.  Any of you who are MISO savvy, please correct any errors I have here as I'm merely working off their tariff.  However, it seems fairly straightforward here.  Another side note is that I focused on the ongoing requirement and not that of the auction or FTRs that have cleared by not yet paid.  That is what seemed to be giving everyone heartburn (burp).
 

Lastly, I find it a little disingenuous (that's right, I said it), to find the entities in our market who are guaranteed access to hedges for their generation to load positions on a long term basis, are now trying to deny that same ability for others in the market.  I would also note that we as a market compromised on a revised default allocation mechanism that allocates this risk not only to loads, but everyone in the market.  This dumps additional burden on those who would be disenfranchised.  I find that despicable.  (This commentary was brought to you today by the letter "D" and Clayton Greer, protector of the Downtrodden).
 

I look forward to further discussions tomorrow.
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