 Procedures for Setting Nodal Day Ahead Market (DAM) Credit Requirement Parameters

As required by Nodal Protocol Section 4.4.10, Credit Requirements for DAM Bids and Offers 
General Procedure

ERCOT will evaluate and may adjust each Counter-Party's "e" factors at least once every two weeks.

ERCOT may adjust "e" factors up or down based on ERCOT's judgment, so long as the reason is documented, and the documentation is provided to the Counter-Party.  
For purpose of clarity, “e” factors will be rounded to the hundredth decimal place.

ERCOT must re-examine "e" factors immediately if:

a. Counter-Party exceeds 90% of Available Credit Limit (ACL) available to Day-Ahead Market (DAM).  

b. Counter-Party’s Three Part Supply Offers (TPOs) “significantly” decrease, DAM Energy Only Offers (EOOs) "significantly" increase or decrease and/or DAM Energy Bids increase or decrease “suddenly”.
ERCOT may adjust DAM credit parameters up or down at ERCOT’s sole discretion with at least two Bank Business Day’s Notice.  ERCOT may loosen credit parameters with less Notice, if needed.  
The default value of parameters for every Counter-Party are:

e1 = 95th percentile of Ratio1 over the last 30 days
where Ratio1 is a daily calculation as follows:

Ratio1 = Min[1, Max[0, (∑h=1,24 (Qcleared-Bids*PDAM - Qcleared-TPO*PDAM - Qcleared-EOO*PDAM)/

(∑ h=1,24 Qcleared-Bids*PDAM)]] 
except Ratio1 = 1 when ∑ h=1,24 Qcleared-Bids*PDAM = 0

e2 = 0, e3 = 1, d = 85, a = 50, b = 45, y = 45, z = 50, u = 90, t = 50
Counter-Party may request ERCOT for more favorable parameters by meeting the conditions below: 

1. 
a. 
b. 
2. 
3. 
4. 
5. Have a QSE that represents one or more Load Serving Entities that serves load or Generation Resources that provides generation;
6. Demonstrates that they are sufficiently physically hedged by satisfying that the Ratio A is greater than or equal to xx% for at least yy days over the last zz days 
Where Ratio A is a daily calculation as follows:  
Ratio A = (∑ h=1,24 (QBTsold + QG)) / (∑h=1,24 (QL + QBTpurchased))

Where; 

L = Total Load for the operating day

G = Total Generation for the operating day

QBTpurchased = Confirmed Bilateral (QSE to QSE) Purchases

QBTSold = Confirmed Bilateral (QSE to QSE) Sales

,and


7. Is primarily involved in the ERCOT market for the purposes of hedging load and/or generation assets, based on ERCOT’s evaluation and sole discretion.  OR
8. Is a Counter-Party that does not meet the criteria above but still ERCOT believes is primarily involved in the ERCOT market for the purposes of hedging load or generation, based on ERCOT’s evaluation and sole discretion.
If an Entity meets the requirements above for more favorable treatment, then the parameters for that Counter-Party are:

e1 = 




.1

e2  = 25th percentile of Ratio2 over the last 30 days

where Ratio2 is a daily calculation as follows:

Ratio2 = 1 - Max[0, (∑h=1,24 (Qcleared-EOO + Qcleared-TPO - Qcleared-Bids)/


(∑ h=1,24 (Qcleared-EOO + Qcleared-TPO))]
except Ratio2 = 0 when ∑ h=1,24 (Qcleared-EOO + Qcleared-TPO) = 0

ERCOT may adjust the value of e2 by changing the quantity of bids or offers to the values reported by the Counter-Party in Condition 1 above or based on information available to ERCOT.
e3 = 1

d = 98
, a = 50, b = 45, y = 45, z = 50, u = 90, t = 50
FOR NEW COUNTER-PARTY THAT STARTS AFTER NODAL GO-LIVE

From entry until the second biweekly reset
e1 = 1, e2 = 0, e3 = 1 (all percentiles are the same as those in effect for the entire market)
“e” factors will be set in accordance with the normal procedure beginning with the second biweekly reset.

�What is the reasoning behind not including DAM volumes and using Maximum Generation over a period?


�Seems low


�ERCOT has a concern that this could be problematic over non-business days
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