Nodal Protocol Revision Request


	NPRR Number
	
	NPRR Title
	Revisions to Certain Price Components of EAL

	Date Posted
	

	
	

	Requested Resolution (Normal or Urgent, and justification for Urgent status)
	Normal

	Nodal Protocol Section(s) Requiring Revision 

(Include Section No. and Title)
	16.11.4.3, Determination of Counter-Party Estimated Aggregate Liability

	Market Guide Section Requiring Revision 

(If applicable)
	NA

	Revision Description
	This NPRR revises certain pricing elements used in 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.  In addition, the 14-day period over which prices are averaged in URTA and RTLE is revised to equal the maximum of the M2 factor or seven days, representing the Real-Time Market settlement cycle but no less than a week, thereby eliminating the need for revisions as M2 changes.

	Reason for Revision
	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. 

	Credit Implications 

(Yes or No, and summary of impact)
	Yes.  Credit calculations will change to reflect greater seasonality, although there is no basis to assume aggregate long-run credit calculations would be higher or lower.


	Business Case


Business Case instructions:  To allow for comprehensive NPRR consideration, please fill out the Business Case section below and provide as much detailed information as possible.  Wherever possible, please include reasons, explanations, and cost benefit calculation pertaining to the NPRR.  Insert additional rows as needed.

	Business Case
	1
	Describe qualitative benefits 
· Examples:  regulatory requirement, data transparency enhancement, etc.

	
	2
	Explain in detail possible benefit calculations to support quantifiable benefits 
· Example:  change is expected to save 50 market participants 25 hours/week at $65/hour

	
	3
	Comment on impacts to market segments 
· Example:  potential positive impact to consumer segment in the form of lower energy prices

	
	4
	   

	
	5
	


	Sponsor

	Name
	Mark Ruane

	E-mail Address
	mruane@ercot.com

	Company
	ERCOT

	Phone Number
	512-225-7094

	Cell Number
	

	Market Segment
	NA


	Market Rules Staff Contact

	Name
	

	E-Mail Address
	

	Phone Number
	


	Proposed Protocol Language Revision


Insert proposed Protocol language here.
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 Lq -day period only ), 
RTLE q , RTLF q ] + DALE q 
+ Max [RTLCNS q, Max {URTA q during the previous  Lq-day period}]                 + OUT q + PUL q 
 EAL a =

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
	$
	
RTLE
	Forward Real Time Exposure Invoiced—[RTEE cp, cd + RTASCOE cp, cd ] * M1

	
	
	RTEE cp, cd
	Real Time Energy Exposure – Σ h Σ p [MAXRTNETEVA cp, p, cd, h * RTSPPEST p, cd, h]

	
	
	MAXRTNETEVA cp, p, cd, h
	Maximum Real Time Net Energy Volume Average – Maximum of RTNETEVA cp, p, cd, h over most recent 20Lt days for Counter-Parties with no load and no generation, and
 over most recent 40Lq  days for other Counter-Parties.

	
	
	RTNETEVA cp, p, cd, h
	Real Time Net Energy Volume Average – Arithmetic average of RTNETEV cp, p, od, h over the maximum of the most recent M2 Operating Days with respect to Operating Day od or M2.

	
	
	RTNETEV cp, p, od, h
	Real Time Net Energy Volume – RTEIDV cp, p, od, h + RTDCTIEV cp, p, od, h

	
	
	RTEIDV cp, p, od, h
	Real Time Energy Imbalance Derived Volume – Σ q Σ i [RTEIAMT q, p, od, h, i / RTSPP p, od, h, i]

	
	
	RTEIAMT q, od, h, i
	Real Time Energy Imbalance Amount by QSE for the Operating Day od for the 15 minute interval i of the hour h.

	
	
	RTSPP p, od, i
	Real Time Settlement Point Price of Settlement Point p on Operating Day od for 15 minute interval i.

	
	
	RTDCTIEV cp, p, od, h
	Real Time DC Tie Volume – Σ q [RTDCIMP q, p, h - RTDCEXP q, p, h]

	
	
	RTDCIMP q, p, od ,h
	Real Time DC Tie Imports by QSE q at settlement point p for the Operating Day od for the hour h.

	
	
	RTDCEXP q, p, od, h
	Real Time DC Tie Exports by QSE q at settlement point p for the Operating Day od for the hour h.

	
	
	RTSPPEST p, cd, h
	Real-Time Settlement Point Price Estimate – Percentile prp  of {  (RTSPP p, od, i  + inclusive of  RTRPA p, od, i) at Settlement Point p for the 15-minute interval i in an hour h of the Operating Day od, with the replacement of prices equal to the SWCAP as of od with the SWCAP as of cd for all od in ods}.

	
	
	RTRPA p, od, i
	Real Time Reserve Price Adder for Settlement Point p on Operating Day od for 15 minute interval i. For historical Operating Days where this value was not in effect, ERCOT will calculate these values and publish for all historical days since Nodal Go-Live prior to implementation of the NPRR.

	
	
	prp
	Price Risk Percentile (initial value set to 84rd percentile). Revisions to this parameter value will be recommended by the Technical Advisory Committee (TAC) and approved by the ERCOT Board.  ERCOT shall update the parameter value on the first day of the month following ERCOT Board approval unless otherwise directed by the ERCOT Board.  ERCOT shall provide notice prior to implementation of the revised value.  No NPRR shall be necessary to implement these revisions.     

	
	
	RTASCOE cp, cd  
	Real Time Ancillary Services, Congestion, and other charges or payments exposure – Maximum of RTASCOESTA cp, cd  over most recent 20 Lt days for Counter-Parties with no load and no generation, and
 over most recent 40Lq  days for other Counter-Parties. 

	
	
	RTASCOESTA cp, cd  
	Real Time Ancillary Services, Congestion, and other charges or payments estimate average – Arithmetic average of RTASCOEST cp, p, od, h over the maximum of the most recent M2 Operating Days with respect to Operating Day od or seven days.

	
	
	RTASCOEST cp, od
	Real Time Ancillary Services, Congestion, and other charges or payments estimate – Σ q [RTM Statement Amount q, od] - Σ i Σ p [RTNETEV cp, p, od, i * (RTSPP p, od, i]

	
	
	p
	Settlement Point

	
	
	od
	Operating Day

	
	
	cd
	Calculation Date

	
	
	cp
	Counter-Party

	
	
	h
	Operating Hour

	
	
	i
	Price Interval

	
	
	ods
	Historic Operating Days pr days prior to and including the same calendar day as that of the current Operating Day, through po days forward, using price data where available from up to three 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 review and ERCOT Board approval.

	
	
	pr
	Previous Days counter (initial value set to 7).  Revisions to this parameter value will be recommended by the Technical Advisory Committee (TAC) and approved by the ERCOT Board.  ERCOT shall update the parameter value on the first day of the month following ERCOT Board approval unless otherwise directed by the ERCOT Board.  ERCOT shall provide notice prior to implementation of the revised value.  No NPRR shall be necessary to implement these revisions. 

	
	
	po
	Post Days counter (initial value set to 21) Revisions to this parameter value will be recommended by the Technical Advisory Committee (TAC) and approved by the ERCOT Board.  ERCOT shall update the parameter value on the first day of the month following ERCOT Board approval unless otherwise directed by the ERCOT Board.  ERCOT shall provide notice prior to implementation of the revised value.  No NPRR shall be necessary to implement these revisions.

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

	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 M2 most recent calendar days divided by the number of Real-Time Initial Settlement Statements generated for the Counter-Party in the M2 most recent calendar days.  Forward extrapolation for the Counter-Party’s CRR Account Holder activity
 is excluded from this calculation.

	Lq
	Days
	Look-back period – the historical number of days evaluated for a QSE that represents either Load or generation = 40.  Revisions to this parameter value will be recommended by the Technical Advisory Committee (TAC) and approved by the ERCOT Board.  ERCOT shall update the parameter value on the first day of the month following ERCOT Board approval unless otherwise directed by the ERCOT Board.  ERCOT shall provide notice prior to implementation of the revised value.  No NPRR shall be necessary to implement these revisions.

	Lt
	Days
	Look-back period – the historical number of days evaluated for a QSE that represents neither Load nor generation = 20.  Revisions to this parameter value will be recommended by the Technical Advisory Committee (TAC) and approved by the ERCOT Board.  ERCOT shall update the parameter value on the first day of the month following ERCOT Board approval unless otherwise directed by the ERCOT Board.  ERCOT shall provide notice prior to implementation of the revised value.  No NPRR shall be necessary to implement these revisions.


	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. 

	DALEq

	$
	.
DALE
	Day Ahead Liability Extrapolated--[DAEE cp, cd + DAASCOE cp, cd ] * M1

	
	
	DAEE cp, cd
	Day Ahead Energy Exposure – Σ h Σ p [MAXDANETEVA cp, p, cd, h * DASPPEST p, cd, h]

	
	
	MAXDANETEVA cp, p, cd, h  
	Maximum Day-Ahead Net Energy Volume Average – Maximum of DANETEVA cp, p, cd, h  over most recent  Lt days for Counter-Parties with no load and no generation and DANETEVA cp, p, cd, h for other Counter-Parties.
Revisions to this parameter value will be recommended by the Technical Advisory Committee (TAC) and approved by the ERCOT Board.  ERCOT shall update the parameter value on the first day of the month following ERCOT Board approval unless otherwise directed by the ERCOT Board.  ERCOT shall provide notice prior to implementation of the revised value.  No NPRR shall be necessary to implement these revisions.

	
	
	DANETEVA cp, p, cd, h  
	Day Ahead Net Energy Volume Average – Arithmetic average of DANETEV cp, p, od, h over most recent M2 Operating Days with respect to Operating day od.

	
	
	DANETEV cp, p, od, h
	Day Ahead Net Energy Volume –  Σ q [DAEP q, p, od, h - DAES q, p, od, h  + DCTIEIMP q, p, od, h - DCTIEEXP q, p, od, h]

	
	
	DASPPEST p, cd, h
	DAM Settlement Point Price Estimate – Percentile prp {DASPP p, od, h for all od in ods}    

	
	
	DASPP p, od, h
	DAM Settlement Point Price – DAM Settlement Point Price at Settlement Point p for the Operating Day od and operating hour h

	
	
	DAEP q, p, od, h
	Day Ahead Energy Purchases by QSE q at settlement point p for the Operating Day od for the hour h.

	
	
	DAES q, p, od, h
	Day Ahead Energy Sales by QSE q at settlement point p for the Operating Day od for the hour h.

	
	
	DAASCOE cp, cd
	Day Ahead Ancillary Services, Congestion, and Other Charges or Payments Exposure – Maximum of DAASCOESTA cp, cd over most recent Lt days for Counter-Parties with no load and no generation, and DAASCOESTA cp, cd  for other Counter-Parties.  Revisions to this parameter value will be recommended by the Technical Advisory Committee (TAC) and approved by the ERCOT Board.  ERCOT shall update the parameter value on the first day of the month following ERCOT Board approval unless otherwise directed by the ERCOT Board.  ERCOT shall provide notice prior to implementation of the revised value.  No NPRR shall be necessary to implement these revisions.

	
	
	DAASCOESTA cp, cd  
	Day Ahead Ancillary Services, Congestion, and Other Charges or Payments Estimate Average – Arithmetic average of DAASCOEST cp, p, od, h over most recent M2 Operating Days with respect to Operating Day od.

	
	
	DAASCOEST cp, od
	Day Ahead Ancillary Services, Congestion, and Other Charges or Payments Estimate – Σ q [DAM Statement Amount q, od] - Σ h Σ p [DANETEV cp, p, od, h * DASPP p, od, h]

	
	
	p
	Settlement Point

	
	
	od
	Operating Day

	
	
	cd
	Calculation Date

	
	
	cp
	Counter-Party

	
	
	h
	Operating Hour

	
	
	ods
	Historic Operating Days pr days prior to and including the same day as that of the current Operating Day, through po days forward, using  price data where available from up to three 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 review and ERCOT Board approval.

	
	
	pr
	Previous Days counter (initial value set to 7).  Revisions to this parameter value will be recommended by the Technical Advisory Committee (TAC) and approved by the ERCOT Board.  ERCOT shall update the parameter value on the first day of the month following ERCOT Board approval unless otherwise directed by the ERCOT Board.  ERCOT shall provide notice prior to implementation of the revised value.  No NPRR shall be necessary to implement these revisions. 

	
	
	po
	Post Days counter (initial value set to 21) Revisions to this parameter value will be recommended by the Technical Advisory Committee (TAC) and approved by the ERCOT Board.  ERCOT shall update the parameter value on the first day of the month following ERCOT Board approval unless otherwise directed by the ERCOT Board.  ERCOT shall provide notice prior to implementation of the revised value.  No NPRR shall be necessary to implement these revisions.


�I have explicitly reviewed our CSI integration calculations requirements, and section 7 of Nodal Protocols which lists out all CRR settlements; except when DAM can’t be run there are no real time settlements for CRRAHs, hence removing these terms for EALa. Will double check by looking at if at all there is any RTM settlement amount in the past month for any CRRAHs.


�Effective upon implementation of “Trader” NPRR


�Effective upon implementation of “Trader” NPRR


�Note does not reflect the adjustment for max (M2, 7 days)


�Note that when L becomes a parameter this will be necessary for consistency with Trader NPRR


�Note that Trader EAL NPRR adds DALEt, which would have equivalent revisions to the definition


�Effective upon implementation of “Trader” NPRR


�Effective on implementation of “Trader” NPRR
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