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	Proposed Protocol Language Revision


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 where the corresponding DAM has not yet occurred and for CRRs where the corresponding DAM has 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 Counter-Party


(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 where the corresponding DAM has 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 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, as determined at the auction at which the PTP Obligation was acquired.

	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 Work 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 Counter-Party


(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 where the corresponding DAM has 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, as determined at the auction at which the PTP Option was acquired.

	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 Counter-Party.


(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 where the corresponding DAM has 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, as determined at the auction at which the FGR was acquired.

	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
	An FGR.

	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 Counter-Party.


	[NPRR484:  Replace Section 16.11.4.5 above with the following upon system implementation:] 

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 CRR Owner of record at ERCOT. 

FCE o  =  FCEOBL o + FCEOPT o + FCEFGR o + DIEOBL o + DIEOPT o  + DIEFGR o
The above variables are defined as follows:

Variable

Unit

Description

FCE o
$

Future Credit Exposure(FCE for all CRRs held by the Counter-Party as CRR Owner o of record at ERCOT.

FCEOBL o
$

Future Credit Exposure for PTP Obligations(FCE for all PTP Obligations held by the Counter-Party as CRR Owner o of record at ERCOT, for all Operating Days in the current operating month, Prompt Month, and all Forward Months. 
DIEOBL o
$

Deferred Invoice Exposure for PTP Obligations(Estimated Invoice exposure for all PTP Obligations held by the Counter-Party as CRR Owner o of record at ERCOT for all Forward Months for which invoicing is deferred.
FCEOPT o
$

Future Credit Exposure for PTP Options(FCE for all PTP Options held by the Counter-Party as CRR Owner o of record at ERCOT, for all Operating Days remaining in the current operating month and Prompt Month. 

DIEOPT o
$
Deferred Invoice Exposure for PTP Options(Estimated Invoice exposure for all PTP Options held by the Counter-Party as CRR Owner o of record at ERCOT for all Forward Months for which invoicing is deferred. 
FCEFGR o
$

Future Credit Exposure for FGRs(FCE for all Flowgate Rights (FGRs) held by the Counter-Party as CRR Owner o of record at ERCOT, for all Operating Days remaining in the current operating month and Prompt Month. 

DIEFGR o
$
Deferred Invoice Exposure for Flowgate Rights ( Estimated Invoice exposure for all FGRs held by the Counter-Party as CRR Owner o of record at ERCOT for all Forward Months for which invoicing is deferred.









o
none

A CRR Owner.










(2)
The Counter-Party’s FCE for PTP Obligations (FCEOBL) and Deferred Invoice Exposure for PTP Obligations (DIEOBL) held by the Counter-Party as CRR Owner of record at ERCOT are calculated as follows:
FCEOBL o 
=
∑m [(∑h ∑j, k NAOBLMW m, h, (j, k), o ) *  (-Min(0,PWA ci100, m, o, PWACP m,  o)) + SEAOBL m, o]
Where:

SEAOBL m, o 
=
∑h ∑j, k [(FPOBLMW m, h, (j, k), o – FSOBLMW m, h, (j, k), o ) *   S m, h, (j, k)]
DIEOBL o 
=
∑m ∑h ∑j, k [(FPOBLMW m, h, (j, k), o * POBLACP m, h, (j, k), o) – (FSOBLMW m, h, (j, k), o  *  SOBLACP m, h, (j, k), o)]
The above variables are defined as follows:

Variable

Unit

Description

FCEOBL o
$

Future Credit Exposure for PTP Obligations(FCE for all PTP Obligations held by the Counter-Party as CRR Owner o of record at ERCOT for all Operating Days in the current operating month, Prompt Month, and all Forward Months.

DIEOBL o
$
Deferred Invoice Exposure for PTP Obligations(Estimated Invoice exposure for all PTP Obligations held by the Counter-Party as CRR Owner o of record at ERCOT for all Forward Months for which Invoice dues are deferred.
SEAOBL m, o
$

State-Change Exposure Adjustment for PTP Obligations(Estimated exposure adjustment attributable to state change adder S for all PTP Obligations held by the Counter-Party as CRR Owner o of record at ERCOT for month m.
FPOBLMW m, h, (j, k), o
MW
Forward Purchased PTP Obligations(Forward purchased PTP Obligations with the source j and sink k for the hour h and month m owned by the Counter-Party as CRR Owner o of record at ERCOT in the Forward Months.
POBLACP m, h, (j, k), o
$/MW per hour
 Purchased Auction Clearing Price(The auction clearing price of purchased PTP Obligations with the source j and the sink k for the hour h and month m owned by the Counter-Party as CRR Owner o of record at ERCOT in the Forward Months.
FSOBLMW m, h, (j, k), o
MW
Forward Sold PTP Obligations(Forward sold PTP Obligations with the source j and sink k for the hour h and month m owned by the Counter-Party as CRR Owner o of record at ERCOT in the Forward Months.
SOBLACP m, h, (j, k), o
$/MW per hour
Sale Auction Clearing Price(The auction clearing price of sold PTP Obligations with the source j and the sink k for the hour h and month m owned by the Counter-Party as CRR Owner o of record at ERCOT in the Forward Months.
NAOBLMW m, h, (j, k), o
MW
Net Awarded PTP Obligations(Net awarded PTP Obligations with the source j and sink k for the hour h and month m owned by the Counter-Party as CRR Owner o of record at ERCOT for all Operating Days in the current operating month, Prompt Month, and Forward Months.
PWA ci100, m, , o
$/MW per hour
Portfolio Weighted Adder(The portfolio weighted adder calculated as the 100th percentile of a volume weighted average rolling consecutive DAM settled price for each Counter-Party as CRR Owner o of record at ERCOT based on volumes owned for the month m, over a period that represents a month for each product type (18 days for 5*16, 8 days for 2*16, 28 days for 7*8).  The look-back period for DAM settled prices shall be the lesser of January 1, 2011 to the current time, and the current time minus three years.  If historical DASPPs are not available for a Settlement Point for one or more Operating Days, ERCOT will designate a proxy Settlement Point for this purpose, and the DASPPs of the proxy Settlement Point of corresponding Operating Days are used.  Specific historic DAM settled prices for source/sink pairings can be excluded from the calculation if deemed no longer relevant following TAC review and ERCOT Board approval.
PWACP m,  o
$/MW per hour
Portfolio Weighted Auction Clearing Price(The portfolio weighted auction clearing price calculated as the volume weighted auction clearing price for each Counter-Party as CRR Owner o of record at ERCOT based on the most recent auction clearing price for the month m and volumes owned for the month m. 
S m, h, (j, k)
$/MW per hour
State Change Adder(The state change adder with the source j and sink k for the hour h, and month m will be set at default of $0/MW per hour.  A change to this value will be initiated by ERCOT to mitigate against unforeseen increases to potential credit exposure and will require TAC approval if in place for more than 60 days. 
j
none

A source Settlement Point.
k
none

A sink Settlement Point.
m
none
An operating month.
h
none

An Operating Hour for all hours in the Delivery Month and all Forward Months.
o
none

A CRR Owner.
ci100
none
100th percentile confidence interval.
(3)
The FCE for PTP Options (FCEOPT) and Deferred Invoice Exposure for PTP Options (DIEOPT) held by the Counter-Party as CRR Owner of record at ERCOT are calculated as follows:
FCEOPT o 
=
 - ∑m ∑h ∑j, k [(FPOPTMW m, h, (j, k), o – FSOPTMW m, h, (j, k), o) * Max(0,A ci99, ctou, (j, k))]
 DIEOPT o 
=
∑m ∑h ∑j, k [(FPOPTMW m, h, (j, k), o  * POPTACP m, h, (j, k), o) - (FSOPTMWm, h, (j, k), o  * SOPTACP m, h, (j, k), o)]

The above variables are defined as follows:

Variable

Unit

Description

FCEOPT o
$

Future Credit Exposure for PTP Options(FCE for all PTP Options held by the Counter-Party as CRR Owner o of record at ERCOT remaining in the current operating month and Prompt Month.  
DIEOPT o
$
Deferred Invoice Exposure for PTP Options(Estimated Invoice exposure for all PTP Options held by the Counter-Party as CRR Owner o of record at ERCOT for all Forward Months for which invoicing is deferred.
A ci99, ctou, (j, k)
$/MW per hour

Path Specific DAM Based Adder(Path specific DAM based adder calculated as 99th percentile of the average rolling consecutive DAM settled price for the  CRR source j and sink k over a period that represents a month for each CRR Time Of Use ctou  product type (18 days for 5*16, 8 days for 2*16, 28 days for 7*8).  The look-back period for DAM settled prices shall be the lesser of January 1, 2011 to the current time, and the current time minus three years.  If historical DASPPs are not available for a Settlement Point for one or more Operating Days, ERCOT will designate a proxy Settlement Point for this purpose, and the DASPPs of the proxy Settlement Point of corresponding Operating Days are used.
FPOPTMW m, h, (j, k), o
MW
Forward Purchased PTP Options(Forward purchased PTP Options with the source j and sink k for the hour h and month m, owned by the Counter-Party as CRR Owner o of record at ERCOT in the Forward Months.
POPTACP m, h, (j, k), o
$/MW per hour
Purchase Auction Clearing Price(The auction clearing price of purchased PTP Options with the source j and the sink k for the hour h and month m owned by the Counter-Party as CRR Owner o of record at ERCOT in the Forward Months.
FSOPTMW m, h, (j, k), o
MW
Forward Sold PTP Options(Forward sold PTP Options with the source j and sink k for the hour h and month m owned by the Counter-Party as CRR Owner o of record at ERCOT in the Forward Months.
SOPTACP m, h, (j, k), o
$/MW per hour
 Sale Auction Clearing Price(The auction clearing price of sold PTP Options with the source j and the sink k for the hour h and month m owned by the Counter-Party as CRR Owner o of record at ERCOT in the Forward Months.
j
none

A source Settlement Point.

k
none

A sink Settlement Point.

m
none
An operating month.
ctou
none
CRR Time Of Use block.
h
none

An Operating Hour in the Delivery Month or Forward Months.
o
none

A CRR Owner.
ci99

none
99th percentile confidence interval.
(4)
The FCE for FGRs (FCEFGR) and Deferred Invoice Exposure for FGRs (DIEFGR) held by the Counter-Party as CRR Owner of record at ERCOT are calculated as follows:

FCEFGR o 
=
- ∑m ∑h ∑
f [(FPFGRMW m, h, f, o – FSFGRMW m, h, f, o) * Max(0,A ci99, ctou, f)]
 DIEFGR o 
=
∑m ∑h ∑f [(FPFGRMW m, h, f, o  * PFGRACP m, h, f, o) - (FSFGRMW m, h, f, o  * SFGRACP m, h, f, o)]
The above variables are defined as follows:

Variable

Unit

Description

FCEFGR o
$

Future Credit Exposure for FGRs(FCE for all FGRs held by the Counter-Party as CRR Owner o of record at ERCOT for all Operating Days remaining in the current operating month and Prompt Month.  
DIEFGR o
$
Deferred Invoice Exposure for FGRs(Estimated Invoice exposure for all FGRs held by Counter-Party as CRR Owner o of record at ERCOT for all Forward Months for which invoicing is deferred.
A ci99, ctou, f
$/MW per hour
Path Specific DAM Based Adder(Path specific DAM based adder calculated as 99th percentile of the average rolling consecutive DAM settled price for the CRR flowgate f over a period that represents a month for each CRR Time of Use ctou  product type (18 days for 5*16, 8 days for 2*16, 28 days for 7*8).  The look-back period for DAM settled prices shall be the lesser of January 1, 2011 to the current time, and the current time minus three years.  If historical DASPPs are not available for a flowgate for one or more Operating Days, ERCOT will designate a proxy flowgate for this purpose, and the DASPPs of the proxy flowgate of corresponding Operating Days are used.
FPFGRMW , m,h, f, o
MW
Forward Purchased FGRs(Forward purchased FGRs with the flowgate f for the hour h and month m owned by the Counter-Party as CRR Owner o of record at ERCOT in the Forward Months.
PFGRACP m, h, f, o
$/MW per hour
Purchase Auction Clearing Price(The auction clearing price of purchased PTP FGRs with the flowgate f for the hour h and month m owned by the Counter-Party as CRR Owner o of record at ERCOT in the Forward Months.
FSFGRMW m, h, f, o
MW
Forward Sold FGRs(Forward sold FGRs with the flowgate f for the hour h and month m owned by the Counter-Party as CRR Owner o of record at ERCOT in the Forward Months.
SFGRACP m, h, f, o
$/MW per hour
 Sale Auction Clearing Price(The auction clearing price of awarded offer PTP FGRs with the flowgate f for the hour h, and month m owned by the Counter-Party as CRR Owner o of record at ERCOT in the Forward Months.






f

none
A Flowgate.
m
none
An operating month.
ctou
none
CRR Time Of Use block.
h
none

An Operating Hour in the Delivery Month or Forward Months.
o
none

A CRR Owner.
ci99

none
99th percentile confidence interval.
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