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Credit Work Group Update – Reviewed NPRRs
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• NPRRs Reviewed Without Credit Impact

− NPRR 837 – Regional Planning Group (RPG) Process Reform
− NPRR 847 – Exceptional Fuel Cost Included in the Mitigated Offer Cap
− NPRR 853 – Availability of ERCOT Estimated Interval Meter Data
− NPRR 857 – Creation of Direct Current Tie Operator Market Participant Role
− NPRR 858 – Provide Complete Current Operating Plan (COP) Data
− NPRR 864 – RUC Modifications to Consider Market-Based Solutions
− NPRR 865 – Publish RTM Shift Factors for Hubs, Load Zones, and DC Ties
− NPRR 868 – As-Built Hub and Load Zone Calculation

• NPRRs Tabled for Further Discussion

− NPRR 850 – Market Suspension and Restart
− Tabled for discussion until the April 2018 CWG/MCWG meeting in order to 

incorporate anticipated comments expected from simultaneous review by other 
Working Groups as well as discuss operating frameworks for the types, amounts, 
and duration of potential counterparty credit extensions during a market restart.
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NPRR 850 - ERCOT Market Suspension and 
Restart Conceptual Framework “Swim Lanes”
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CRR Auction Credit Requirements Calculator
• One of the CWG goals is to “pursue a calculator to allow market 

participants to calculate their credit requirements for CRR 
auctions” on an ad hoc basis prior to submitting CRR bids.

• A draft System Change Request (SCR) was presented for CWG to 
consider at the Dec. 2017 and Jan. 2018 CWG Meetings.

• Subsequently, it was determined by ERCOT that an NPRR would 
be more appropriate reduce excess collateral postings as a partial 
solution by ‘pre-screening’ CRR bids before locking auction credit.

• The CWG voted to sponsor “NPRR 867, Revisions to CRR 
Auction Credit Lock Amount to Reduce Excess Collateral.”

• Further discussions will take place within the CWG in the coming 
months on the possibility of filing an SCR to consider aspects of 
the “CRR Calculator Concept” not addressed by NPRR 867.
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Credit Work Group Update – CMM Refresh

• Refresh of the Credit Monitoring and Management System (CMM) 
incorporating previously approved NPRRs is in the execution 
stage and targeted for Phase 1A and 1B implementation in 2018.

• Phase 1 is in Execution and includes delivery of the CMM technical refresh along with 
the majority of the Credit-related NPRRs. 

– Phase 1A delivered NPRRs 648, 683, 743, 760 and 800 via the existing CMM application. Phase 
1A ‘go live’ was completed between February 6 to February 8, 2018.

– Phase 1B will focus on delivery of the technical refresh along with delivery of the full scope of 
NPRRs in Phase 1 – Phase 1B is tentatively scheduled to ‘go-live' in December 2018.

• Phase 2 will deliver Financial Transfer functionality and additional Credit / Treasury 
efficiencies (NPRR 702). Team continues to document requirements and User 
Interface designs and workflows. The go-live date will be set once re-plan efforts for 
Phase 1 are complete.

• Phase 3 will deliver any remaining low-priority scope (NPRR 484(1B)). The go-live 
date for this phase will be addressed following completion of Planning for Phase 2.
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Counter-Party Credit Exposure – Jan./Feb. 2018

January 2018 compared to post-NPRR 800 February

• Market-wide average TPE decreased from $430.6 million to $398.5 million.

– TPE decreased by $39.9 million for “Load and Generation” category.

– TPE decreased by $4.1 million for “CRR Only” category.

– TPE increased by $12.1 million across all other categories.

• Excess collateral increased from $1,822 million to $1,828 million.

– increased by $26.4 million for “Load and Generation” category. 

– decreased by $25.0 million for “Trader” category.

– increased by $4.1 million across all other categories.

• High volatility in Real-Time prices during both months.

• Number of active Counter-Parties decreased from 215 to 213.
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ERCOT credit calculations reflect Counter-Party credit exposure as 
documented in Section 16.11.4.1 of the ERCOT Protocols. 

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

Total Potential Exposure Any
(TPEA)

Total Potential Exposure Secured
TPES

TPEA = Max [0, MCE, Max [0, (EAL q +
EAL a)]] + PUL

TPES = Max [0, FCE a] + IA

TPEA is the positive net exposure (real-time 
and day-ahead) of the Counter-Party that may 
be satisfied by Financial Security in the forms 
of cash, letter of credit, surety bond. Also, 
unsecured credit and guarantee agreements 
can be used. 

TPES is the positive net exposure (CRR and 
minimum capitalization amount) of the Counter-
Party that may be satisfied by Financial 
Security in the form of cash, letter of credit, or 
surety bond. 
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NPRR 800 
go-live
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NPRR 800 
go-live
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Counter-Party Credit Exposure – Jan./Feb. 2018
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Real-Time Forward Adjustment Factor (RFAF)

• RFAF is calculated using 21 days of ICE future prices (PRFAP) divided by 14 days 
of ERCOT Real Time Settled Prices (HRSAP) for HB_NORTH settlement point.

• PRFAP (Projected Real-Time Forward Average Price) and HRSAP (Historic Real-
Time Settled Average Price) are introduced in NPRR 800.
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Counter-Party Credit Exposure – Jan./Feb. 2018
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Day-Ahead Forward Adjustment Factor (DFAF)

• DFAF is calculated using 21 days of ICE future prices (PDFAP) divided by 7 days of 
ERCOT Day Ahead Settled Prices (HDSAP) for HB_NORTH settlement point.

• PDFAP (Projected Day-Ahead Forward Average Price) and HDSAP (Historic Day-
Ahead Settled Average Price) are introduced in NPRR 800.
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Counter-Party Credit Exposure – Jan./Feb. 2018
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Counter-Party Credit Exposure – February 2018
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Counter-Party Credit Exposure – February 2018
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Counter-Party Credit Exposure – February 2018
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Counter-Party Credit Changes Jan./Feb. 2018
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Counter-Party Credit Exposure – Jan./Feb. 2018 Average TPE and 
Excess Collateral for the Bottom Quintile of Market Participants
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ICE Forward Curves April – August 2018
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ICE Forward Curves April – August 2018
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August ICE forward price evolution for weekdays and weekends.  
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Historic ERCOT Mass Transitions and Uplifts
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Defaults Resulting in Mass Acquisition and/or Uplift

Year Counter-Party Uplift ($000s)
Approx. 
ESIIDs

2003 Texas Commercial Energy 15,000$          4,900              
2005/6 AZOR 25$                   511                  

USAVE 210$                500                  
Energy West (dba Franklin Power) 395$                3,000              
Utility Choice 5,043$             12,000            
Bridgepoint 145$                3,900              

2008 NPC 1,537$             15,163            
Highway 3 1,164$             12,222            
Sure 1,200$             6,206              
Pre-Buy 168$                8,779              
Leach 93$                   -                   

2011 Abacus 620$                691                  
2012 TexRep1 LLC dba EPCOT / EPCOT LLC 130$                5,738              

Green Line / TexRep 7 -$                 1                       
2014 Reach Energy -> Entrust -$                 4,975              

Proton Energy -$                 1,085              
2016 Trusmart -$                 1,851              

Glacial -$                 3,083              
Totals 25,730$          84,605$          

Note: This does not include 15 additional defaults involving no Mass Transition or uplift (primarily traders).
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Planned CWG Discussions in April 2018
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• Continued Observations of CMM Refresh Phase 1A ‘Go Live’ 
including NPRR 800 Forward Market Pricing Methodology.

– Including changes to MIS credit reporting requirements including NPRR 870.

• Letter of Credit Concentration Report and Financial Institution Limits.
– Note: ERCOT exceeded the Issuer Concentration threshold for a single financial 

institution in March 2018 and notified impacted parties.

• CRR Calculator System Change Request in addition to NPRR 867.

• Credit implications related to an ERCOT Market Suspension and 
Restart (NPRR 850) and an appropriate credit framework for restart.

• Review the Mass Transition Process (ERCOT is conducting a 
desktop exercise prior to Summer 2018) and discuss possible 
enhancements to the current Mass Transition/POLR process.

• Discuss TAC-created assignment “Review CWG/MCWG Scope for 
Meeting Efficiencies” created as an “Open Item” in January 2018.
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Questions?
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