PRS Report

	NPRR Number
	638
	NPRR Title
	Revisions to Certain Price Components of EAL

	Timeline
	Normal
	Action
	Tabled

	Date of Decision
	July 17, 2014

	Proposed Effective Date
	To be determined.

	Priority and Rank Assigned
	To be determined.

	Nodal Protocol Sections Requiring Revision
	16.11.4.1 Determination of Total Potential Exposure for a Counter-Party
16.11.4.3, Determination of Counter-Party Estimated Aggregate Liability

16.11.4.3.1, Real Time Liability Extrapolated (new)

16.11.4.3.2, Day Ahead Liability Extrapolated (new)

	Other Binding Documents Requiring Revision or Related Revision Requests
	None.

	Revision Description
	This Nodal Protocol Revision Request (NPRR) revises the Real-Time Liability Extrapolated (RTLE) and Day-Ahead Liability Extrapolated (DALE) factors used in the Counter-Party Estimated Aggregate Liability (EAL) calculations to use Settlement Point specific prices surveyed over historic calendar days both ahead and lagging the current Operating Day.  It is requested that TAC provide recommendations for the values for parameters lrq and lrt in Section 16.11.4.3.1, represented by variable X, and parameters ldq and ldt in Section 16.11.4.3.2, represented by variable Y.

	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

[image: image5.wmf]

  Regulatory requirements

[image: image6.wmf]

  Other:  (explain)

(please select all that apply)

	Credit Work Group Review
	To be determined.

	Procedural History
	· On 7/2/14, NPRR638 and an associated Impact Analysis were posted.
· On 7/10/14, ERCOT comments were posted.

· On 7/17/14, PRS considered NPRR638.

	PRS Decision 
	On 7/17/14, PRS unanimously voted to table NPRR638.  All Market Segments were present for the vote.

	Summary of PRS Discussion
	On 7/17/14, participants noted critical components of NPRR638 needed further review by the Credit Work Group (Credit WG).


	Business Case

	Qualitative Benefits
	· This NPRR is proposed so that calculated credit exposures will reflect some degree of seasonality with a forward bias, thereby beginning to increase prior to summer months. 

	Quantitative Benefits
	· ERCOT has developed a backcast model to test the price and credit impacts of this NPRR.  An explanation and summary of the backcasting results is available at: http://www.ercot.com/content/meetings/creditwg/keydocs/2014/0319/Item_6_Seasonality_NPRR_Back-casting_Results_v2.ppt.  The backcast model suggest that this NPRR will benefit Market Participants and ERCOT by more accurately aligning collateral requirements with risk to the market both temporally and by degree.       

	Impact to Market Segments
	

	Credit Implications
	Yes 

· Credit calculations will change to reflect greater seasonality.  ERCOT has developed a backcast model to test the credit impacts of this NPRR.  A summary of the backcasting results is available at the link in “Quantitative Benefits” above.  Backcast credit results differed by Counter-Party, but resulted in increased RTLE for a majority of Counter-Parties.  Overall Day-Ahead Market (DAM) and Real-Time prices under the proposed methodology were higher in summer and lower in other months than under existing Protocol methodology.   

	Other
	This NPRR provides for replacement of historic System-Wide Offer Cap (SWCAP) prices with current SWCAP prices in credit exposure calculations to reflect upcoming SWCAP increases.


	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 Landry

	E-Mail Address
	klandry@ercot.com

	Phone Number
	512-248-4630


	Comments Received

	Comment Author
	Comment Summary

	ERCOT 071014
	Provided corrections to references to the ods parameter in Section 16.11.4.3.2, Day Ahead Liability Extrapolated.


	Comments


Please note that the following NPRRs also propose revisions to the following sections:

· NPRR620, Collateral Requirements for Counter-Parties with No Load or Generation
· Section 16.11.4.1
· Section 16.11.4.3

· NPRR621, Counter-Party Specific Calculations for M1 Variable
· Section 16.11.4.3
	Proposed Protocol Language Revision


16.11.4.1
Determination of Total Potential Exposure for a Counter-Party

(1)
A Counter-Party’s TPE is the sum of its “Total Potential Exposure Any” (TPEA) and TPES:  

(a)
TPEA is the positive net exposure of the Counter-Party that may be satisfied by any forms of Financial Security defined under paragraphs (a) through (d) of Section 16.11.3, Alternative Means of Satisfying ERCOT Creditworthiness Requirements.  TPEA will include all exposure not included in TPES.

(b)
TPES is the positive net exposure of the Counter-Party that may be satisfied only by forms of Financial Security defined under paragraphs (b) through (d) of Section 16.11.3.  The FCE that reflects the future mark-to-market value for CRRs registered in the name of the Counter-Party is included in TPES.
(2)
For all Counter-Parties:

TPEA 
= 
Max [0, MCE, Max [0, (∑ q EAL q + CRRA * ∑ a EAL a)]]

TPES
=
Max [0, (1 – CRRA) * ∑ a EAL a] + Max [0, ∑ a FCE a] + IA

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.

	FCE a
	$
	Future Credit Exposure for the CRR Account Holder—FCE for the CRR Account Holder a represented by Counter-Party.

	MCE
	$
	Minimum Current Exposure—For each Counter-Party, ERCOT shall determine a Minimum Current Exposure (MCE) as follows:  

MCE = Max[{[image: image7.png]aiioas
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DARTNET o, i, d, k * T4/n}]

RTQQNETES o, i, d, k = 
[image: image16.wmf]c
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 Max [0, [[RTQQES o, i, d, k, c * RTSPP i, d, k*MAF] - [RTQQEP o, i, d, k, c * RTSPP i, d, k *MAF]]]

DARTNET o, i, d, k  = Absolute value of [DAM EOO Cleared o, i, d, k * DART i, d, k + DAM TPO Cleared o, i, d, k * DART i, d, k + DAM PTP Cleared o, i, d, k * DARTPTP i, d, k – DAM EOB Cleared o, i, d, k * DART i, d, k] 

Where:
G o, i, d, k = 
Total Metered Generation at all Resource Nodes for Counter-Party o for interval i for calendar day d at Settlement Point k
L o, i, d, k = 
Total Adjusted Metered Load (AML) at all Load Zones for Counter-Party o for interval i for calendar day d at Settlement Point k
MAF = 
Market Adjustment Factor—Used to provide for the potential for overall price increases based on changes to ERCOT market rules.  ERCOT shall initially set this factor equal to 100%.  This factor will not go below 100%. ERCOT will provide Notice to Market Participants of any change at least 14 days prior to effective date along with the analysis supporting the change.
NUCADJ o = 
Net Unit Contingent Adjustment—A minimum value of 20% to allow for situations where a generator may unintentionally or intentionally meet its requirement from the Real-Time Market (RTM).
RTQQNETES o, i, d, k = Net QSE-to-QSE Energy Sales for Counter-Party o for interval i for calendar day d
RTQQES o, i, d, k, c = QSE Energy Trades for which the Counter-Party o is the seller for interval i for day d at Settlement Point k with Counter-Party c
RTQQEP o, i, d, k, c = QSE Energy Trades for which the Counter-Party o is  the buyer for interval i for calendar day d at Settlement Point k with Counter-Party c
RTSPP i, d, k = 
Real-Time Settlement Point Price for interval i for calendar day d at Settlement Point k

DARTNET o, i, d, k = Net DAM activities for Counter-Party o for interval i for calendar day d

DART i, d, k = 
Day Ahead - Real-Time Spread  for interval i for calendar day d at Settlement Point k
DAM EOB Cleared o, i, d, k = DAM Energy Only Bids Cleared for interval i for calendar day d at Settlement Point k
DAM EOO Cleared o, i, d, k = 
DAM Energy Only Offers Cleared for interval i for calendar day d at Settlement Point k
DAM TPO Cleared o, i, d, k = DAM Three-Part Offers Cleared for interval i for calendar day d at Settlement Point k
DAM PTP Cleared o, i, d, k = DAM Point-to-Point (PTP) Obligations Cleared for interval i for calendar day d at Settlement Point k
DARTPTP o, i, d, k =  Day Ahead - Real-Time Spread  for value of PTP Obligation for interval i for calendar day d at Settlement Point k
T1 = 
2 days

T2 = 
5 days

T3 =
5 days

T4 =
1 day 

c = 
Bilateral Counter-Party 

d = 
Calendar day

i = 
Settlement Interval

n = 
14 days

o = 
Counter-Party

k = 
A Settlement Point




	CRRA
	$
	CRR Activity other than FCE—CRR activity other than FCE – May have a value of “0” or “1.”  Flag to indicate whether CRR activity other than FCE will be included in TPES or TPEA.  Initially set to “1” to include activity into TPEA.  ERCOT, in its sole discretion, can reset to “0” if needed.

	q
	None.
	QSE represented by Counter-Party.

	a
	None.
	CRR Account Holder represented by Counter-Party.

	IA
	$
	Independent Amount—The Independent Amount is the amount required to be posted as defined in Section 16.16.1, Counter-Party Criteria.


	[NPRR559:  Replace paragraph (2) above with the following upon system implementation:] 

(2)
For all Counter-Parties:

TPEA 
= 
Max [0, MCE, Max [0, (∑ q EAL q + CRRA * ∑ a EAL a)]]

TPES
=
Max [0, (1 – CRRA) * ∑ a EAL a] + Max [0, ∑ a FCE a] + IA

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.
FCE a
$

Future Credit Exposure for the CRR Account Holder—FCE for the CRR Account Holder a represented by Counter-Party.
MCE

$

Minimum Current Exposure—For each Counter-Party, ERCOT shall determine a Minimum Current Exposure (MCE) as follows:  

MCE = Max[{ [image: image17.png]
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 DARTNET o, i, d, k * T4/n}]
RTQQNETES o, i, d, k = 
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 Max [0, [[RTQQES o, i, d, k, c * RTSPP i, d, k*MAF] - [RTQQEP o, i, d, k, c * RTSPP i, d, k *MAF]]]

DARTNET o, i, d, k  = Absolute value of [DAM EOO Cleared o, i, d, k * DART i, d, k + DAM TPO Cleared o, i, d, k * DART i, d, k + DAM PTP Cleared o, i, d, k * DARTPTP i, d, k – DAM EOB Cleared o, i, d, k * DART i, d, k] 

Where:
G o, i, d, k = 
Total Metered Generation at all Resource Nodes for Counter-Party o for interval i for Operating Day d at Settlement Point k
L o, i, d, k = 
Total Adjusted Metered Load (AML) at all Load Zones for Counter-Party o for interval i for Operating Day d at Settlement Point k
MAF = 
Market Adjustment Factor—Used to provide for the potential for overall price increases based on changes to ERCOT market rules.  ERCOT shall initially set this factor equal to 100%.  This factor will not go below 100%. ERCOT will provide Notice to Market Participants of any change at least 14 days prior to effective date along with the analysis supporting the change.
NUCADJ o = 
Net Unit Contingent Adjustment—A minimum value of 20% to allow for situations where a generator may unintentionally or intentionally meet its requirement from the Real-Time Market (RTM).
RTQQNETES o, i, d, k = Net QSE-to-QSE Energy Sales for Counter-Party o for interval i for Operating Day d
RTQQES o, i, d, k, c = QSE Energy Trades for which the Counter-Party o is the seller for interval i for Operating Day d at Settlement Point k with Counter-Party c
RTQQEP o, i, d, k, c = QSE Energy Trades for which the Counter-Party o is  the buyer for interval i for Operating Day d at Settlement Point k with Counter-Party c
RTSPP i, d, k = 
Real-Time Settlement Point Price for interval i for Operating Day d at Settlement Point k

DARTNET o, i, d, k = Net DAM activities for Counter-Party o for interval i for Operating Day d

DART i, d, k = 
Day Ahead - Real-Time Spread  for interval i for Operating Day d at Settlement Point k
DAM EOB Cleared o, i, d, k = DAM Energy Only Bids Cleared for interval i for Operating Day d at Settlement Point k
DAM EOO Cleared o, i, d, k = 
DAM Energy Only Offers Cleared for interval i for calendar day d at Settlement Point k
DAM TPO Cleared o, i, d, k = DAM Three Part Offers Cleared for interval i for Operating Day d at Settlement Point k
DAM PTP Cleared o, i, d, k = DAM Point-to-Point (PTP) Obligations Cleared for interval i for Operating Day d at Settlement Point k
DARTPTP o, i, d, k =  Day Ahead - Real-Time Spread  for value of PTP Obligation for interval i for Operating Day d at Settlement Point k
T1 = 
2 days

T2 = 
5 days

T3 =
5 days

T4 =
1 day 

c = 
Bilateral Counter-Party 

d = 
Operating Day

e = 
Most recent n Operating Days for which Real-Time Market (RTM) Initial Settlement Statements are available
i = 
Settlement Interval

n = 
14 days

o = 
Counter-Party

k = 
A Settlement Point


CRRA

$

CRR Activity other than FCE—CRR activity other than FCE – May have a value of “0” or “1.”  Flag to indicate whether CRR activity other than FCE will be included in TPES or TPEA.  Initially set to “1” to include activity into TPEA.  ERCOT, in its sole discretion, can reset to “0” if needed.

q

None.

QSE represented by Counter-Party.

a

None.

CRR Account Holder represented by Counter-Party.
IA
$

Independent Amount—The Independent Amount is the amount required to be posted as defined in Section 16.16.1, Counter-Party Criteria.



(3)
If ERCOT, in its sole discretion, determines that the TPEA or the TPES for a Counter-Party calculated under paragraphs (1) or (2) above does not adequately match the financial risk created by that Counter-Party’s activities under these Protocols, then ERCOT may set a different TPEA or TPES for that Counter-Party.  ERCOT shall, to the extent practical, give to the Counter-Party the information used to determine that different TPEA or TPES.  ERCOT shall provide written or electronic Notice to the Counter-Party of the basis for ERCOT’s assessment of the Counter-Party’s financial risk and the resulting creditworthiness requirements.

(4)
ERCOT shall monitor and calculate each Counter-Party’s TPEA and TPES daily.
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 ), (RTLE  + DALE ), (RTLF q + DALE)] + Max [RTLCNS q, Max {URTA q during the previous lrq-day period}] + OUT q + PUL q 
EAL t = 
Max[(IEL t + DALE), (RTLE + DALE), (RTLF t + DALE t)] + Max [RTLCNS t, Max {URTA t during the previous  lrt-day period}] + OUT t + PUL
EAL a =
Max [Max {RTLE a}, 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 t
	$
	Estimated Aggregate Liability for a QSE that represents neither Load nor generation—EAL for the QSE t represented by a 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
	None.
	QSE represented by Counter-Party.

	a
	None.
	CRR Account Holder represented by Counter-Party.

	t
	None.
	QSE that represents neither Load nor generation represented by Counter-Party.

	RTLE
	$
	Real Time Liability Extrapolated—As defined in Section 16.11.4.3.1, Real Time Liability Extrapolated.  Forward extrapolation for the Counter-Party’s CRR Account Holder activity is excluded from this calculation.

	URTA 
	$
	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. 

	DALE
	$
	Average Daily Day Ahead Liability Extrapolated—As defined in Section 16.11.4.3.2, Day Ahead Liability Extrapolated.  Forward extrapolation for the Counter-Party’s CRR Account Holder’s activity is excluded from this calculation.

	
	
	








	M2
	
	Multiplier for URTA.  Provides for unbilled historical activity based on historical activity.  Current value = 9.   Revisions to this parameter will be in accordance with paragraph (2) of Section 16.11.4.3.1.


	[NPRR597 & NPRR601:  Replace applicable portions of Section 16.11.4.3 above with the following upon system implementation:] 

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 + DALE ) during the first 40-day period only, 

(RTLE + DALE ), (RTLF q + DALEq)] + Max [RTLCNS q, Max {URTA q during the previous  lrq-day period}] + OUT q + PUL q + ILE q
EAL t = 
Max[(IEL t + DALE), (RTLE + DALE), (RTLF t + DALE)] + Max [RTLCNS t, Max {URTA t during the previous  lrt-day period}] + OUT t + PUL
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 t
$
Estimated Aggregate Liability for a QSE that represents neither Load nor generation—EAL for the QSE t represented by a 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.

IEL t
$

Initial Estimated Liability for a QSE that represents neither Load nor generation  –IEL for the QSE t represented by a Counter-Party.
q

QSE represented by Counter-Party.

a

CRR Account Holder represented by Counter-Party.

t
None.
Trader represented by Counter-Party.
RTLE

$

Real Time Liability Extrapolated— As defined in Section 16.11.4.3.1, Real Time Liability Extrapolated.  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 Providers of Last Resort (POLRs) to reflect the estimated Incremental Load Exposure (ILE) 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— As defined in Section 16.11.4.3.2, Day Ahead Liability Extrapolated.  Forward extrapolation for the Counter-Party’s CRR Account Holder’s activity is excluded from this calculation.
M2
Multiplier for URTA – provides for unbilled historical activity based on historical activity.  Current value = 9.   Revisions to the multiplier will be in accordance with paragraph (2) of Section 16.11.4.3.1.



16.11.4.3.1
Real Time Liability Extrapolated
(1)
RTLE is calculated as follows:

RTLE =
[RTEE cp, cd + RTASCOE cp, cd ] * M1
Where:


RTEE cp, cd  =  Σ i Σ p [MAXRTNETEVA cp, p, cd, i * RTSPPEST p, cd, i]

MAXRTNETEVA cp, p, cd, i   =  Maximum of RTNETEVA cp, p, cd, i over most recent lrt days for Counter-Parties with no load and no generation, and over most recent lrq  days for other Counter-Parties

RTNETEVA cp, p, cd, i = (Σ od in er RTNETEV cp, p, od,  i)/M2

RTNETEV cp, p, od, i = RTEIDV cp, p, od, i + RTDCTIEV cp, p, od, i

RTEIDV cp, p, od, i = Σ q Σ i [RTEIAMT q, p, od, i / RTSPP p, od, i] 


RTDCTIEV cp, p, od, i = Σ q [0.25*RTDCEXP q, p, od, i in h – 0.25*RTDCIMP q, p, od, i in h – 0.25*RTEDCIMP q, p, od, i in h]


RTSPPEST p, cd, i = Percentile prpr of {RTSPPADJp,od,i for od in ods}


Where:
RTSPPADJp,od,i = RTSPPp, od, i+RTRPA p, od, i if od is before June 1, 2014, and, 

RTSPPADJp,od,i = RTSPPp, od, i if od is on or after June 1, 2014.



And:

If  RTSPPADJp, od,  i=SWCAPod then RTSPPADJp, od,  i = SWCAPcd 
RTASCOE cp, cd = Maximum of RTASCOESTA cp, cd  over most recent lrt days for Counter-Parties with no Load and no generation, and over most recent lrq  days for other Counter-Parties

RTASCOESTA cp, cd = (Σ od in er RTASCOEST cp, od)/M2 

RTASCOEST cp, od = Σ q [RTM Statement Amount q, od] - Σ i Σ p [RTNETEVcp, p, od, i * RTSPP p, od, i]
The above variables are defined as follows: 

	Variable
	Unit
	Description

	RTLE
	$
	Real-Time Liability Extrapolated for the Counter-Party.

	RTEE cp, cd
	$
	Real-Time Energy Exposure for the Counter-Party cp with respect to the calculation date cd.

	RTASCOE cp, cd  
	$
	Real-Time Ancillary Services, Congestion, and other charges or payments exposure for Counter-Party cp with respect to calculation date cd. 

	MAXRTNETEVA cp, p, cd, i
	MWh
	Maximum Real-Time Net Energy Volume Average for the Counter-Party cp at Settlement Point p with respect to the calculation date cd for 15-minute Settlement Interval i.

	RTNETEVA cp, p, cd, i
	MWh
	Real-Time Net Energy Volume Average for the Counter-Party cp at Settlement Point p with respect to the calculation date cd for 15-minute Settlement Interval i.

	RTNETEV cp, p, od, i
	MWh
	Real-Time Net Energy Volume for the Counter-Party cp at Settlement Point p for the Operating Day od for 15-minute Settlement Interval i.

	RTEIDV cp, p, od, i
	MWh
	Real-Time Energy Imbalance Derived Volume for the Counter-Party cp at Settlement Point p for the Operating Day od for 15-minute Settlement Interval i.

	RTEIAMT q, p, od, i
	$
	Real-Time Energy Imbalance Amount by QSE q for the Operating Day od at the Settlement Point p for the 15-minute Settlement Interval i.

	RTSPP p, od, i
	$/MWh
	Real-Time Settlement Point Price of Settlement Point p on Operating Day od for 15-minute Settlement Interval i.

	RTDCTIEV cp, p, od, i
	MWh
	Real Time DC Tie Volume for the Counter-Party cp at Settlement Point p for the Operating Day od for 15-minute Settlement Interval i.

	RTDCIMP q, p, od, i
	MWh
	Real-Time DC Tie Imports by QSE q at Settlement Point p for the Operating Day od for the 15-minute Settlement Interval i.

	RTEDCIMP q, p, od, i
	MWh
	Real-Time Emergency DC Tie Imports by QSE q at Settlement Point p for the Operating Day od for the 15-minute Settlement Interval i.

	RTDCEXP q, p, od, i
	MWh
	Real-Time DC Tie Exports by QSE q at Settlement Point p for the Operating Day od for the 15-minute Settlement Interval i.

	RTSPPEST p, cd, i
	$/MWh
	Real-Time Settlement Point Price Estimate for Settlement Point p with respect to calculation date cd for 15-minute Settlement Interval i.  ERCOT shall daily post a report of RTSPPEST p,cd,i on the MIS Public Area.

	RTSPPADJp,od,i 
	$/MWh
	Real-Time Settlement Point Price Adjusted for Settlement Point p on Operating Day od.

	RTRPA p, od, i
	$/MWh
	Real-Time Reserve Price Adder for Settlement Point p on Operating Day od for 15-minute Settlement Interval i. For historical Operating Days where this value was not in effect, ERCOT will calculate these values and publish for all historical days prior to June 1, 2014.

	RTASCOESTA cp, cd  
	$
	Real Time Ancillary Services, Congestion, and other charges or payments estimate average for Counter-Party cp with respect to calculation date cd.

	RTASCOEST cp, od
	$
	Real Time Ancillary Services, Congestion, and other charges or payments estimate for Counter-Party cp Operating Day od.

	p
	
	Settlement Point

	od
	
	Operating Day

	cd
	
	Calculation Date

	er
	
	Most recent M2 Operating Days for which  Real-Time Market (RTM) Initial Settlement Statements are available with respect to Calculation Date cd.

	cp
	
	Counter-Party

	h
	
	Operating Hour

	i
	
	15-minute Settlement Interval

	odsr
	
	Historic Operating Days prr days prior to and including the same calendar day as that of the current Operating Day, through por days forward, using price data where available from up to pyr historic years.  If prior years do not include the same day and month as the current Operating Day (eg in leap years), the day and month of the prior Operating Day will be used as the reference date.   If historical Real-Time Settlement Point Prices (RTSPPs) are not available for a Settlement Point p for one or more Operating Days, ERCOT will designate a proxy Settlement Point for this purpose, and the RTSPPs of the proxy Settlement Point for corresponding Operating Days are used.  Specific historic RTSPPs can be excluded from the calculation if deemed no longer relevant following TAC recommendation and ERCOT Board approval.

	SWCAP
	
	System-Wide Offer Cap.  The System-Wide Offer Cap, as determined in accordance with PUCT Substantive Rules.

	M1
	Days
	M1 = M1a + M1b—Multiplier for DALE and RTLE.  Provides for forward risk during a Counter-Party termination upon default based upon the sum of the time period required for any termination upon default (M1a) and the time period required for a Mass Transition only (M1b).  The M1a component is applicable to all Counter-Parties.  The M1b component is applicable only to Counter-Parties representing any QSE associated with an Load Serving Entity (LSE).
M1b =
Weighted average transition days = Min(B, (2 + Max(1, (u+1)/2))*(1-DF)), rounded up to whole days 


Where:  u = (n/r) Unscaled number of days to transition.  

n =
Number of Electric Service Identifiers (ESI IDs) associated with an individual Counter-Party.  This value will be updated no less often than annually by ERCOT and updated values communicated to individual Counter-Parties.  Counter-Parties entering the market will provide an estimated number of ESI IDs for use during their first six months of market activity.  Subsequent to this time, the value for that Counter-Party shall be updated by ERCOT concurrently with other Counter-Parties with QSEs representing an LSE.

	
	
	


The above parameters are defined as follows:

	Parameter
	Unit
	Description

	M1a
	
	The time period required for any termination upon default.  Initial value = 12

	DF
	
	Discount Factor applied to M1b if the  Counter-Party is eligible for unsecured credit under ERCOT Creditworthiness Standards, or meet other creditworthiness standards that may be developed and approved by TAC and the ERCOT Board.  Initial value = 0.  Each Counter-Party’s eligibility for unsecured credit under ERCOT Creditworthiness Standards will be evaluated at least annually.

	B
	
	Benchmark value.  Initial value = 8.  

	r
	
	Assumed ESI ID daily transition rate.  Initial value = 100,000/per day.  

	M2
	Days
	Multiplier for URTA – provides for unbilled historical activity based on historical activity.  Current value = 9.  

	lrq
	Days
	Look-back period – the historical number of days evaluated for a QSE that represents either Load or generation.   Current value = X.  

	lrt
	Days
	Look-back period – the historical number of days evaluated for a QSE that represents neither Load nor generation.  Current value = X.

	prpr
	Percentile
	Price Risk Percentile for Real Time – the positive percentile used in the calculation of RTSPPEST.  Current value = 84th percentile. 

	prr
	Days
	Previous Days count for Real Time.  Current value = 7. 

	por
	Days
	Post Days count for Real Time.   Current value = 21.

	pyr
	Years
	Prior Years count for Real Time.  Current value = 3.


(2)
The parameters referenced in paragraph (1) above will be recommended by TAC and approved by the ERCOT Board.  ERCOT shall update parameter values on the first day of the month following ERCOT Board approval unless otherwise directed by the ERCOT Board.  ERCOT shall provide a Market Notice prior to implementation of a revised parameter value.     
16.11.4.3.2
Day Ahead Liability Extrapolated
(1)
DALE is calculated as follows:

DALE = [DAEE cp, cd + DAASCOE cp, cd ] * M1
Where:


DAEE cp, cd = Σ h Σ p [MAXDANETEVA cp, p, cd, h * DASPPEST p, cd, h]

MAXDANETEVA cp, p, cd, h   =  Maximum of DANETEVA cp, p, cd, h over most recent ldt days for Counter-Parties with no Load and no generation, and over most recent ldq days for other Counter-Parties

DANETEVA cp, p, cd, h  = (Σ od in ed  DANETEV cp, p, od, h)/ dad.  

DANETEV cp, p, od, h =  Σ q [DAEP q, p, od, h - DAES q, p, od, h]

DASPPEST p, cd, h = Percentile prpd  of {DASPP p, od, h}


Where:


If DASPPEST p, cd, h = SWCAPod then DASPPEST p, cd, h = SWCAP cd 

DAASCOE cp, cd = Maximum of DAASCOESTA cp, cd  over most recent ldt days for Counter-Parties with no load and no generation, and over most recent ldq  days for other Counter-Parties

DAASCOESTA cp, cd = (Σ od in ed  DAASCOEST cp, od)/ dad

DAASCOEST cp, od = Σ q [DAM Statement Amount q, od] - Σ h Σ p [DANETEV cp, p, od, h * DASPP p, od,h]
The above variables are defined as follows: 

	Variable
	Unit
	Description

	DALE
	$
	Day Ahead Liability Extrapolated for the Counter-Party cp.

	DAEE cp, cd
	$
	Day Ahead Energy Exposure for the Counter-Party cp with respect to the calculation date cd.

	MAXDANETEVA cp, p, cd, h
	MWh
	Maximum Day Ahead Net Energy Volume Average for the Counter-Party cp at Settlement Point p with respect to the calculation date cd for Operating Hour h.

	DANETEVA cp, p, cd, h
	MWh
	Day Ahead Net Energy Volume Average for the Counter-Party cp at Settlement Point p with respect to the calculation date cd for Operating Hour h.

	DANETEV cp, p, od, h
	MWh
	Day Ahead Net Energy Volume for the Counter-Party cp at Settlement Point p for the Operating Day od for Operating Hour h.

	DASPP p, od, h
	$/ MWh
	Day Ahead Settlement Point Price of Settlement Point p on Operating Day od for Operating Hour h.

	DASPPEST p, cd, h
	$/ MWh
	Day Ahead Settlement Point Price Estimate for Settlement Point p with respect to calculation date cd for Operating Hour h.  ERCOT shall daily post a report of the DASPPEST p,cd,h on the MIS Public Area.

	DAASCOE cp, cd  
	$
	Day Ahead Ancillary Services, Congestion, and other Charges or Payments Exposure for Counted-Party cp with respect to calculation date cd. 

	DAASCOESTA cp, cd  
	$
	Day Ahead Ancillary Services, Congestion, and other Charges or Payments Estimate Average for Counted-Party cp with respect to calculation date cd.

	DAASCOEST cp, od
	$
	Day Ahead Ancillary Services, Congestion, and other Charges or Payments Estimate for Counted-Party cp for Operating Day od.

	p
	
	Settlement Point

	od
	
	Operating Day

	cd
	
	Calculation Date

	ed
	
	Most recent dad Operating Days for which  Day-Ahead Market (DAM) Initial Settlement Statements are available with respect to Calculation Date cd.

	cp
	
	Counter-Party

	h
	
	Operating Hour

	odsd
	
	Historic Operating Days prd days prior to and including the same calendar day as that of the current Operating Day, through pod days forward, using price data where available from up to pyd historic years.  If prior years do not include the same day and month as the current Operating Day (eg in leap years), the day and month of the prior Operating Day will be used as the reference date.   If historical Day-Ahead Settlement Point Prices (DASPPs) are not available for a Settlement Point p for one or more Operating Days, ERCOT will designate a proxy Settlement Point for this purpose, and the DASPPs of the proxy Settlement Point for corresponding Operating Days are used.  Specific historic DASPPs can be excluded from the calculation if deemed no longer relevant following TAC review and ERCOT Board approval.

	M1
	Days
	M1 = M1a + M1b—Multiplier for DALE and RTLE.  Provides for forward risk during a Counter-Party termination upon default based upon the sum of the time period required for any termination upon default (M1a) and the time period required for a Mass Transition only (M1b).  The M1a component is applicable to all Counter-Parties.  The M1b component is applicable only to Counter-Parties representing any QSE associated with an Load Serving Entity (LSE).
M1b =
Weighted average transition days = Min(B, (2 + Max(1, (u+1)/2))*(1-DF)), rounded up to whole days 


Where:  u = (n/r) Unscaled number of days to transition.  

n =
Number of Electric Service Identifiers (ESI IDs) associated with an individual Counter-Party.  This value will be updated no less often than annually by ERCOT and updated values communicated to individual Counter-Parties.  Counter-Parties entering the market will provide an estimated number of ESI IDs for use during their first six months of market activity.  Subsequent to this time, the value for that Counter-Party shall be updated by ERCOT concurrently with other Counter-Parties with QSEs representing an LSE.


The above parameters are defined as follows:

	Parameter
	Unit
	Description

	M1a
	
	The time period required for any termination upon default. Initial value = 12

	DF
	
	Discount Factor applied to M1b if the  Counter-Party is eligible for unsecured credit under ERCOT Creditworthiness Standards, or meet other creditworthiness standards that may be developed and approved by TAC and the ERCOT Board.  Initial value = 0.  Each Counter-Party’s eligibility for unsecured credit under ERCOT Creditworthiness Standards will be evaluated at least annually.

	B
	
	Benchmark value.  Initial value = 8.  

	ldq
	Days
	Look-back period – the historical numbed of days evaluated for a QSE that represents either Load or generation.  Current value = Y.  

	ldt
	Days
	Look-back period – the historical numbed of days evaluated for a QSE that represents neither Load nor generation.  Current value = Y.

	dad
	Days
	Day Ahead Days – The number of calendar days over which DAM Settlement Statements are averaged in DANETEVA.  Current value = 7. 

	prpd
	Percentile
	Price Risk Percentile for Day Ahead – the positive percentile used in the calculation of DASPPEST.  Current value set to 84rd percentile. 

	prd
	Days
	Previous Days count for Day Ahead.  Current value = 7.  

	pod
	Days
	Post Days count for Day Ahead.  Current value = 21.

	pyd
	Years
	Prior Years count for Day Ahead.  Current value = 3.


(2)
The parameters referenced in paragraph (1) above will be recommended by TAC and approved by the ERCOT Board.  ERCOT shall update parameter values on the first day of the month following ERCOT Board approval unless otherwise directed by the ERCOT Board.  ERCOT shall provide a Market Notice prior to implementation of a revised parameter value.
�Please note that NPRR620 and NPRR621 also propose  revisions to this Section.


�Please note that NPRR620 and NPRR621 propose revisions to this Section.
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