System Change Request


	SCR Number
	778
	SCR

Title
	Credit Exposure Calculations for NOIE Options Linked to RTM PTP Obligations

	Date Posted
	November 15, 2013


	Requested Resolution
	Normal

	Supporting Protocol or Guide Section
	16.11.4.3, Determination of Counter-Party Estimated Aggregate Liability

	Other Document Reference/Source
	None.

	System Change Description
	Changes to the Credit Monitoring and Management (CMM) System.

1. Modifies the Real-Time Liability (RTL) calculation to reduce credit exposure to an estimated amount based on calculations defined in paragraph (1) of Protocol Section 7.9.2.1, Payments and Charges for PTP Obligations Settled in Real-Time.

2. Modifies the Outstanding Unpaid Transactions (OUT) calculation to include credit exposure to an estimated amount based on calculations defined in paragraphs (3) and (4) of Protocol Section 4.6.3, Settlement for PTP Obligations Bought in DAM.



	Reason for System Change
	To more closely align calculated credit exposure with Real-Time Market (RTM) Settlement risk and with the intent of existing Protocol language.


	Business Case

	1
	· Better aligns Settlement risk with calculated credit exposure.

	2
	· Reduces credit requirements for certain qualifying Non-Opt-In Entities (NOIEs), however, the aggregate credit impact will depend on specific portfolio holdings and cannot therefore be calculated.


	Sponsor

	Name
	Mark Ruane

	E-mail Address
	mruane@ercot.com

	Company
	ERCOT

	Phone Number
	512-225-7094

	Cell Number
	

	Market Segment
	Not applicable.


	Market Rules Staff Contact

	Name
	Kelly P. Landry

	E-Mail Address
	klandry@ercot.com

	Phone Number
	512-248-4630


	Business Case for Proposed System Change


Issue:
The RTL component of the Estimated Aggregate Liability (EAL) calculation accounts for Congestion Revenue Rights (CRRs) settled in Real-Time.  The OUT component of the EAL calculation accounts for estimated unbilled Day-Ahead Market (DAM) items to the Counter-Party.

NPRR322, Real-Time PTP Option Modeling, provided that if a NOIE purchases a Point-to-Point (PTP) Obligation in the DAM and owns a PTP Option for the same source and sink pair, and the MWs of the PTP Obligation are not more than the MWs of the PTP Option, then the PTP Obligation will settle in Real-Time as only the positive difference between the sink and source Settlement Point Prices.
Resolution:
This Settlement change more closely aligns the calculated credit exposure with RTM Settlement risk and with the intent of existing Protocol language by:

1. Modifying the RTL calculation to reduce credit exposure to an estimated amount based on calculations defined in paragraph (1) of Protocol Section 7.9.2.1.
2. Modifying the OUT calculation to include credit exposure to an estimated amount based on calculations defined in paragraphs (3) and (4) of Protocol Section 4.6.3.

SCR_Template.doc
Page 2 of 1
SCR_Template.doc
Page 2 of 1
778SCR-01 Credit Exposure Calculations for NOIE Options Linked to RTM PTP Obligations 111513.doc

Page 2 of 2
Public


