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

− NPRR 862 – Updates to Address Revisions under PUCT Project 46369
− NPRR 866 – Mapping Registered Distributed Generation and Load 

Resources to Transmission Loads in the Network Operations Model
− NPRR 874 – Change to Report for Net Allocation to Load Settlement Stability
− NPRR 875 – Clarification for the Implementation of NPRR 864, RUC 

Modifications to Consider Market-Based Solutions
− NPRR 878 – ERS Obligation Report for TDSPs

• NPRRs with Positive Credit Impacts

− NPRR 877 – Use of Actual Interval Data for IDR ESI IDs for Initial Settlement
− The Credit WG unanimously voted to note that NPRR877 has positive credit 

implications as it more accurately matches credit exposure to activity.
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NPRR 850 – Market Suspension and Restart

• ERCOT employed stakeholder feedback to develop a principles-based 
approach to Market Suspension and Market Restart.

• ERCOT has drafted proposed language to handle collateral requests 
during the transition from pre-to post-market restart.

• Based upon feedback from the CWG, ERCOT has added discretionary 
language to allow up to two additional days for Market Participants to make 
payment on any outstanding invoices / collateral calls during a Market Restart.

• Credit Working Group is awaiting further comments or feedback from other 
ERCOT stakeholder working groups prior to filing additional comments.

Discussion will continue at upcoming CWG/MCWG meetings.
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Posting of Transaction/Acquisition Business 
Contact Information (REP Book Sales)

• During the Summer of 2018, to better facilitate the sale/acquisition of a Retail Electric 
Provider’s (REP’s) portfolio, ERCOT has solicited and posted on the ERCOT public website 
a list of REPs (with contact names who are available 24x7) who are able to respond to 
other REPs that wish to quickly sell their books prior to a possible credit default/mass 
transition.

• A Retail Market Guide Revision Request (RMGRR) will be considered to document 
procedures for a Competitive Retailer to provide Transition/Acquisition Business contact 
information to be posted publically.

• Longer term maintenance of such a list may require an NPRR to include an M&A contact in 
the market participant registration forms.

• ERCOT will work with legal to explore a longer term approach.

This issues related to a longer term approach to providing ongoing M&A contact information to 
requesting market participants will be discussed further at RMS and CWG/MCWG.
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ERCOT Mass Transition Drill “Lessons Learned”
Two important ‘lessons learned’ from the May 2018 ERCOT Mass Transition Drill:

1) When a credit default is declared no earlier than 15:00 on a given day, there is a 
minimum 2 hours window before a mass transition conference call can be held. This means 
that the call has to happen the next day because the notice cannot typically be issued 
before 15:30 to 16:00 by the time it clears ERCOT approval and notification processes.

This adds a day of delay to the mass transition timeline and potentially increases uplift.  
ERCOT is going to discuss at RMS if this window can be decreased.  This will not require 
an NPRR but a Retail Market Guide Revision Request (RMGRR), which has a much 
shorter process than an NPRR.

2) Meter reads are performed (to establish the beginning of the new service with the POLR) 
two days after the declared default. This would require an NPRR to change the protocols. 

There is additional default risk in reading meters two days after a declared default that 
would be reduced with one day reads, which is now possible given the extensive usage of 
AMS/IDR meters. This change would require confirmation/coordination with the TDSPs that 
they are capable of such a task as well as an NPRR and RMGRR – a much longer process.

ERCOT will endeavor to conduct another Mass Transition Drill after the peak summer season.

5



Item 5
ERCOT Public

ERCOT Mass Transition – Breeze Energy
On May 30, 2018 Breeze Energy - a competitive Retail Electric Rrovider
(REP) with approximately 9,800 ESI IDs - exited the ERCOT marketplace 
with its customers either voluntarily transitioning to another REP or 
involuntarily transferring to a Provider of Last Resort (POLR).

There were a number of identified issues and ‘lessons learned’ from the 
Breeze Energy Mass Transition:

– The mass transition process of approximately 9,800 ESI IDs took between 7 and 10 
days to fully complete in coordination between ERCOT and the involved TDSPs.  
ERCOT’s collateral calculations presume 100,000 ESI IDs per day are transitioned.

– Certain Breeze Energy customers who selected another competitive REP had issues 
with the switching order queue at certain TDSPs and were switched first to their 
preferred REP and then subsequently to a POLR instead of just remaining with the 
REP of their choice.

– Each involved TDSP has its own mass transition process with some being more 
manual than others with different exception processes.  Most TDSPs have not had to 
deal with a mass transition event for several years and staff turnover has identified a 
need for additional training and workflow process reviews at several entities.
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Letter of Credit (LC) Concentration Limit Update

• After two LC Issuers previously exceeded their credit concentration limits, 
subsequent market participant reductions in LCs contracted with those 
issuers has resulted in currently no issuers exceeding their limits.

• Currently any institution which has reached its concentration limit may 
not supply an new LC to an ERCOT market participant, however any 
existing LC holder may amend/increase its LC with that financial 
institution during a 4 month window without limit.

• There was discussion that if a credit concentration limit was breached 
due to a downgrade in a financial institution’s credit rating it would be 
prudent to not allow a 4 month amendment window.

– For example, Bank X has a $300 million LC limit and market participants have 
established LCs with that Bank for a total of $250 million outstanding.  If Bank X’s 
credit rating were to fall to a level that ERCOT would only grant a $200 million LC limit 
and market participants currently have an aggregate of $250 million outstanding, no 
new LCs – including increases to currently established LCs – would be allowed.

• There was also concern regarding the content of the concentration limit 
exceedance market notices.
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Letter of Credit Issuer Limits – July 2018
Detailed statistics
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Review of ERCOT NPRR 800 Collateral Parameters

9



Item 5
ERCOT Public

M1a / M1b – Number of Days in a Mass Transition 
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Best Worst
Case Case Day Worst case Worst case Worst case Worst case

Initial transaction M1a 1 (Mon.) (Thur.) (Mon.) (Thur.) (Mon.) (Thur.) (Mon.) (Tue.)
Collateral call issuance 2 (Tue.) (Fri.) (Tue.) (Fri.) (Tue.) (Fri.) (Tue.) (Wed.)
Collateral call cure (2 Bank Business Days) 3 (Wed.) (Sat.) (Wed.) (Sat.) (Wed.) (Sat.) (Wed.) (Thur.)
Breach notice issuance 4 (Thur.) (Sun.) (Thur.) (Sun.) (Thur.) (Sun.) (Thur.) (Fri.)
Breach cure (1 Bank Business Day) 5 (Fri.) (Mon.) (Fri.) (Mon.) (Fri.) (Mon.) (Fri.) (Sat.)
Termination, Mass Transition notification 6 (Sat.) (Tue.) (Sat.) (Tue.) (Sat.) (Tue.) (Sat.) (Sun.)
Mass Transition 7 (Sun.) (Wed.) (Sun.) (Wed.) (Sun.) (Wed.) (Sun.) (Mon.)
Mass Transition complete (min two days) M1b 8 (Mon.) (Thur.) (Mon.) (Thur.) (Mon.) (Thur.) (Mon.) (Tue.)

9 (Tue.) (Fri.) (Tue.) (Fri.) (Tue.) (Fri.) (Tue.) (Wed.)
10 (Wed.) (Sat.) (Wed.) (Sat.) (Wed.) (Sat.) (Wed.) (Thur.)
11 (Thur.) (Sun.) (Thur.) (Sun.) (Thur.) (Sun.) (Thur.) (Fri.)
12 (Fri.) (Mon.) (Fri.) (Mon.) (Fri.) (Mon.) (Fri.) (Sat.)
13 (Sat.) (Tue.) (Sat.) (Tue.) (Sat.) (Tue.) (Sat.) (Sun.)

M1b 14 (Sun.) (Wed.) (Sun.) (Wed.) (Sun.) (Wed.) (Sun.) (Mon.)
15 (Mon.) (Thur.) (Mon.) (Thur.) (Mon.) (Thur.) (Mon.) (Tue.)
16 (Tue.) (Fri.) (Tue.) (Fri.) (Tue.) (Fri.) (Tue.) (Wed.)
17 (Wed.) (Sat.) (Wed.) (Sat.) (Wed.) (Sat.) (Wed.) (Thur.)
18 (Thur.) (Sun.) (Thur.) (Sun.) (Thur.) (Sun.) (Thur.) (Fri.)
19 (Fri.) (Mon.) (Fri.) (Mon.) (Fri.) (Mon.) (Fri.) (Sat.)
20 (Sat.) (Tue.) (Sat.) (Tue.) (Sat.) (Tue.) (Sat.) (Sun.)
21 (Sun.) (Wed.) (Sun.) (Wed.) (Sun.) (Wed.) (Sun.) (Mon.)
22 (Mon.) (Thur.) (Mon.) (Thur.) (Mon.) (Thur.) (Mon.) (Tue.)
23 (Tue.) (Fri.) (Tue.) (Fri.) (Tue.) (Fri.) (Tue.) (Wed.)
24 (Wed.) (Sat.) (Wed.) (Sat.) (Wed.) (Sat.) (Wed.) (Thur.)
25 (Thur.) (Sun.) (Thur.) (Sun.) (Thur.) (Sun.) (Thur.) (Fri.)
26 (Fri.) (Mon.) (Fri.) (Mon.) (Fri.) (Mon.) (Fri.) (Sat.)
27 (Sat.) (Tue.) (Sat.) (Tue.) (Sat.) (Tue.) (Sat.) (Sun.)
28 (Sun.) (Wed.) (Sun.) (Wed.) (Sun.) (Wed.) (Sun.) (Mon.)
29 (Mon.) (Thur.) (Mon.) (Thur.) (Mon.) (Thur.) (Mon.) (Tue.)
30 (Tue.) (Fri.) (Tue.) (Fri.) (Tue.) (Fri.) (Tue.) (Wed.)
31 (Wed.) (Sat.) (Wed.) (Sat.) (Wed.) (Sat.) (Wed.) (Thur.)
32 (Thur.) (Sun.) (Thur.) (Sun.) (Thur.) (Sun.) (Thur.) (Fri.)
33 (Fri.) (Mon.) (Fri.) (Mon.) (Fri.) (Mon.) (Fri.) (Sat.)
34 (Sat.) (Tue.) (Sat.) (Tue.) (Sat.) (Tue.) (Sat.) (Sun.)
35 (Sun.) (Wed.) (Sun.) (Wed.) (Sun.) (Wed.) (Sun.) (Mon.)
36 (Mon.) (Thur.) (Mon.) (Thur.) (Mon.) (Thur.) (Mon.) (Tue.)
37 (Tue.) (Fri.) (Tue.) (Fri.) (Tue.) (Fri.) (Tue.) (Wed.)
38 (Wed.) (Sat.) (Wed.) (Sat.) (Wed.) (Sat.) (Wed.) (Thur.)
39 (Thur.) (Sun.) (Thur.) (Sun.) (Thur.) (Sun.) (Thur.) (Fri.)
40 (Fri.) (Mon.) (Fri.) (Mon.) (Fri.) (Mon.) (Fri.) (Sat.)
41 (Sat.) (Tue.) (Sat.) (Tue.) (Sat.) (Tue.) (Sat.) (Sun.)

Q1 Q2 Q3 Q4
Best case Best case Best case

M1a

Best case
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Forward adjustment factors are calculated as the ratio of 21 days forward ICE prices 
to 14 days Real-Time or 7 days Day-Ahead historic prices.

ERCOT Forward Adjustment Factors
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ICE Forward Curves July – August 2018
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Credit Exposure Update
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Credit Exposure Update
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Credit Exposure Update

17



Item 5
ERCOT Public

Counter-Party Credit Exposure – June 2018
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Counter-Party Credit Changes May - June 2018
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Counter-Party Credit Exposure – June 2018 Average TPE and Excess 
Collateral for the Bottom Quintile of Market Participants
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Other CWG Topics for Discussion
• ERCOT is working on preparing a scenario analysis of the expected 

credit exposures in a ‘stressed’ market, however actual market events 
have largely matched the stress case scenarios and actual market data 
may offer better opportunities for analysis than the scenario data.

• A presentation was made to the CWG on Surety Bonds issued by 
insurance companies which may offer diversification from Letters of 
Credit issued by other types of financial institutions.

– Currently ERCOT has a limit of $10 million per Counter-Party per Issuer for Surety 
Bonds as opposed to no limit per Counter-Party by LC issuers.

– Surety bonds have changed dramatically over the last several years and now are 
much closer in terms and conditions to a letter of credit.

– ERCOT legal will need to be involved to ensure that the standard Surety Bond 
agreement language satisfies ERCOT credit requirements.
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Questions?
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Appendix
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Credit Components

Component Definition

RFAF Real-Time Forward Adjustment Factor—The adjustment factor for RTM-related forward exposure 

DFAF Day-Ahead Forward Adjustment Factor—The adjustment factor for DAM-related forward exposure 

RTLE Real-Time Liability Extrapolated—M1 multiplied by the sum of the net amount, with zero substituted for missing values, due to or 
from ERCOT by the Counter-Party in the 14 most recent Operating Days for which RTM Initial Statements are produced for 
Counter-Parties according to the ERCOT Settlement Calendar divided by 14.

DALE Average Daily Day-Ahead Liability Extrapolated—M1 multiplied by the sum of the net amount, with zero substituted for missing 
values, due to or from ERCOT by the Counter-Party in the seven most recent Operating Days for which DAM Settlement 
Statements are produced for Counter-Parties according to the ERCOT Settlement Calendar divided by seven.

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

M1 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 a LSE.

M1a Time period required for any termination upon default.

M1b Weighted average transition days = Min(B, (2 + Max(1, (u+1)/2))*(1-DF)), rounded up to whole days 
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Estimated Aggregate Liability
Minimum Current Exposure

• EAL q = Max [IEL during the first 40-day period only beginning on the date that the 
Counter-Party commences activity in ERCOT markets, RFAF * Max {RTLE during 
the previous lrq days}, RTLF] + DFAF * DALE + Max [RTLCNS, Max {URTA during 
the previous lrq days}] + OUT q + ILE q

• MCE =  RFAF * MAF * Max[{ [L i, od, p * RTSPP i, od, p ]/n}, { [[[L i, od, p * T2  - G i, 
od, p * (1-NUCADJ) * T3] * RTSPP i, od, p] + [RTQQNET i, od, p * T5]]/n}, { [G i, od, 
p * NUCADJ * T1 * RTSPP i, od, p]/n}, { ( (DARTNET i, od, p)) * T4/n}]
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