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Sent:
Thursday, April 14, 2011 10:39 AM

To:
WMS and Others

Subject:
What is the problem here? Vol. 2 ISO NE

Second on the list is ISO New England who also runs a large (scary) nodal market.  Their credit terms are very similar to those of MISO.  An excellent description of their credit determination on forward FTR risk can be found at:
 

http://www.iso-ne.com/stlmnts/assur_crdt/misc/index.html
 

In summary, ISONE calculates the Source/Sink spreads for all positions held by a counterparty up to the previous 3 years.  
They then take the 75th% of the worst case (lowest in value or greatest negative) and use that as the proxy value of the FTR.  
That value (for each pair) is multiplied by the remaining hours of each FTR in the counterparty's portfolio.
The portfolio of FTRs is then summed (positives offsetting negatives), to determine a net exposure.
NO adders, NO multipliers.
 

So net-net (pun intended), I believe the margining requirement at ISONE is well below that of ERCOT.  It's also important to note that if ISONE does not have sufficient data (12 months of history) to create a proxy, they use the nearest zonal values.  We could probably do better than that here, but if there are comments of "we don't have enough market history", that problem has also been dealt with elsewhere.
 

In the giving credit where credit is due category:  MANY PROFUSE THANKS to Customized Energy Solutions who has been kind enough to direct me to the pertinent language in each ISO.
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