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	NPRR Number
	601
	NPRR Title
	Inclusion of Incremental Exposure in Mass Transitions to Counter-Parties that are Registered as QSEs and LSEs and Provide POLR Service

	Date Posted
	March 18, 2014

	
	

	Requested Resolution 
	Normal 

	Nodal Protocol Sections Requiring Revision 
	16.11.4.3, Determination of Counter-Party Estimated Aggregate Liability

	Other Binding Documents Requiring Revision or Related Revision Requests
	None.

	Revision Description
	This Nodal Protocol Revision Request (NPRR) revises the calculation of credit exposure for Counter-Parties that are registered as Qualified Scheduling Entities (QSEs) and Load Serving Entities (LSEs) and provide Provider of Last Resort (POLR) service as a result of Mass Transition of a defaulting Counter-Party with Load.

	Reason for Revision
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  Addresses current operational issues.
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  Meets Strategic goals (tied to the ERCOT Strategic Plan or directed by the ERCOT Board).
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X

  Market efficiencies or enhancements
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  Administrative
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  Regulatory requirements
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  Other:  (explain)

(please select all that apply)

	Procedural History
	· On 3/3/14, NPRR601 and an associated Impact Analysis were posted.

· On 3/18/14, PRS considered NPRR601.

	PRS Decision
	On 3/18/14, PRS voted to recommend approval of NPRR601 as submitted.  There were two abstentions from the Independent Retail Electric Provider (IREP) and Investor Owned Utility (IOU) Market Segments.  All Market Segments were present for the vote.

	Summary of PRS Discussion
	On 3/18/14, participants discussed whether the estimated $25,000 to $35,000 cost in the Impact Analysis was justified given that the infrequent occurrence of a credit exposure risk and that the credit calculation was performed manually.  ERCOT Staff explained that the estimated cost was attributed to the addition of a variable into the system that allows the credit exposure to be calculated.


	Business Case

	Qualitative Benefits
	· Allows a more accurate assessment of the exposure risk of a POLR in the event of a Mass Transition.

	Quantitative Benefits
	· Benefits cannot be quantified because of the one-off nature of Mass Transition events and varying size of the ESI ID counts.

	Impact to Market Segments
	· Benefits are not segment specific.

	Credit Implications
	Yes:

· Revises credit requirements for Counter-Parties that are QSEs/LSEs and provide POLR service to more accurately reflect their market risk profile.

	Other
	None.


	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
	Lisa Trow

	E-Mail Address
	ltrow@ercot.com

	Phone Number
	512-248-6521


	Comments


Please note that NPRR597, Utilize Initial Estimated Liability (IEL) Only During Initial Market Activity, also proposes revisions to Section 16.11.4.3.

	Proposed Protocol Language Revision


16.11.4.3
Determination of Counter-Party Estimated Aggregate Liability

After a Counter-Party receives its first Invoice, ERCOT shall monitor and calculate the Counter-Party’s EAL based on the formulas below.  

EAL q 
= 
Max [(IEL q during the first 40-day period + DALE q), (Max {RTLE q during the previous 40-day period} + DALE q), (RTLF q + DALE q)] + 11.4.3Max [RTLCNS q, Max {URTA q during the previous 40 day period}] + OUT q + PUL q + ILE q 
EAL a =
Max [Max {RTLE a during the previous 40-day period}, RTLF a] + Max [RTLCNS a, Max {URTA a during the previous 40 day period}] + OUT a + PUL a
ERCOT may adjust the number of days used in determining the highest RTLE and/or URTA, and/or to exclude specific Operating Days to calculate RTLE, URTA, OUT, or DALE.
The above variables are defined as follows: 

	Variable
	Unit
	Description

	EAL q
	$
	Estimated Aggregate Liability for the QSE—EAL for the QSE q represented by Counter-Party.

	EAL a
	$
	Estimated Aggregate Liability for the CRR Account Holder—EAL for the CRR Account Holder a represented by Counter-Party.

	IEL q
	$
	Initial Estimated Liability for the QSE—IEL (as defined in Section 16.11.4.2, Determination of Counter-Party Initial Estimated Liability) for the QSE q represented by the Counter-Party.

	q
	
	QSE represented by Counter-Party.

	a
	
	CRR Account Holder represented by Counter-Party.

	RTLE
	$
	Real Time Liability Extrapolated—M1 multiplied by the sum of the net amount due from or to ERCOT by the Counter-Party in RTM Initial Statements generated in the 14 most recent calendar days divided by the number of Real-Time Initial Settlement Statements generated for the Counter-Party in the 14 most recent calendar days.  Forward extrapolation for the Counter-Party’s CRR Account Holder activity is excluded from this calculation.

	URTA q
	$
	Unbilled Real Time Amount—M2 multiplied by the sum of the net amount due from or to ERCOT by the Counter-Party in RTM Initial Statements generated in the 14 most recent calendar days divided by the number of Real-Time Initial Settlement Statements generated for the Counter-Party in the 14 most recent calendar days.  Forward extrapolation for the Counter-Party’s CRR Account Holder activity is excluded from this calculation.

	RTL
	$
	Real-Time Liability—The estimated or settled amounts due from or to ERCOT due to activities in the Real-Time and Adjustment Period.  RTL is the amounts for Load increased by amounts for awarded DAM energy offers, and Energy Trade sales and is decreased by amounts for awarded DAM Energy Bids, Energy Trade purchases, and estimated or settled amounts for generation.  In addition RTL will be adjusted for CRRs settled in Real-Time and for other amounts due to or from ERCOT by the Counter-Party.

	RTLCNS
	$
	Real Time Liability Completed and Not Settled—For each Operating Day that is completed but not settled or for which no Invoice has been issued, ERCOT shall calculate RTL as the higher of ERCOT’s estimate of the Counter-Party’s RTL for the day, multiplied by 110% if net due to ERCOT or multiplied by 90% if net due to Entity or the Counter-Party’s estimate of RTL for the day.

	RTLF
	$
	Real Time Liability Forward—For seven Operating Days that are not yet completed, ERCOT shall calculate RTL as the higher of 150% of ERCOT’s estimate of the Counter-Party’s RTL for the most recent seven days or the Counter-Party’s forecast of RTL for the next seven days. 

	OUT
	$
	Outstanding Unpaid Transactions—Outstanding, unpaid transactions of the Counter-Party, which include (a) outstanding Invoices to the Counter-Party; (b) estimated unbilled items to the Counter-Party, to the extent not adequately accommodated in the RTLE calculation (including resettlements and other known liabilities); and (c) estimated CRR Auction revenue available for distribution for operating days in the previous two month, to the extent not invoiced to the Counter-Party.  Invoices will not be considered outstanding for purposes of this calculation the Business Day after that Invoice payment is received.

	PUL
	$
	Potential Uplift—Potential uplift to the Counter-Party, to the extent and in the proportion that the Counter-Party represents Entities to which an uplift of a short payment will be made pursuant to Section 9.19, Partial Payments by Invoice Recipients.  It is calculated as the sum of: (a) Amounts expected to be uplifted within one year of the date of the calculation; and (b) 25%, or such other percentage based on available statistics regarding payment default under bankruptcy reorganization plans, of any short payment amounts being repaid to ERCOT under a bankruptcy reorganization plan that are due more than one year from the date of the calculation. 

	ILE q
	$
	Incremental Load Exposure –In the event of a Mass Transition necessitated by the default of a Counter-Party that is registered as a QSE and an LSE, ERCOT may adjust the TPE of Counter-Parties that are registered as QSEs and LSEs and further serve as POLRs to reflect the estimated Incremental Load Exposure resulting from the Mass Transition.  The adjustment will be based on the POLR’s pro rata share of the defaulting Counter-Party’s RTLE, based on the total estimated Electric Service Identifiers (ESI IDs) to be transitioned.  ERCOT will communicate any such adjustment to the Authorized Representative of each Counter-Party who is a POLR within 24 hours of the initiation of a Mass Transition.  The ILE adjustment will remain in place no more than the number of days necessary to effect a Mass Transition  for the defaulting Counter-Party, after which time the incremental exposure will be fully reflected in the Counter-Party’s unadjusted TPE.  

	DALE
	$
	Average Daily Day Ahead Liability Extrapolated—M1 multiplied by the sum of the net amount due to or from ERCOT by the Counter-Party in the DAM Settlement Statements generated in the seven most recent calendar days that includes Ancillary Services and PTP Obligations bought in the DAM divided by the number of DAM Settlement Statements generated for the Counter-Party in the seven most recent calendar days.  Forward extrapolation for the Counter-Party’s CRR Account Holder’s activity is excluded from this calculation.


�Please note that NPRR597 also proposes revisions to this section.





PRR_Template.doc
Page 2 of 2
PRR_Template.doc
Page 2 of 2
601NPRR-03 PRS Report 031814
Page 1 of 4
PUBLIC

_1457165362.unknown

_1457165363.unknown

_1457165360.unknown

_1457165361.unknown

_1457165359.unknown

_1457165358.unknown

