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North American Energy Standards Board
Request for Initiation of a NAESB Business Practice Standard, Model Business Practice or Electronic Transaction
or 

Enhancement of an Existing NAESB Business Practice Standard, Model Business Practice or Electronic Transaction
Instructions:


1.
Please fill out as much of the requested information as possible.  It is mandatory to provide a contact name, phone number and fax number to which questions can be directed.  If you have an electronic mailing address, please make that available as well.


2.
Attach any information you believe is related to the request.  The more complete your request is, the less time is required to review it.


3.
Once completed, send your request to:




Rae McQuade




NAESB, President



1301 Fannin, Suite 2350



Houston, TX  77002




Phone:  713‑356‑0060



Fax:      713‑356‑0067



by either mail, fax, or to NAESB’s email address, naesb@naesb.org.

Once received, the request will be routed to the appropriate subcommittees for review.

Please note that submitters should provide the requests to the NAESB office in sufficient time so that the NAESB Triage Subcommittee may fully consider the request prior to taking action on it.  It is preferable that the request be submitted a minimum of 3 business days prior to the Triage Subcommittee meetings.  Those meeting schedules are posted on the NAESB web site at http://www.naesb.org/monthly_calendar.asp.

North American Energy Standards Board
Request for Initiation of a NAESB Business Practice Standard, Model Business Practice or Electronic Transaction

or 

Enhancement of an Existing NAESB Business Practice Standard, Model Business Practice or Electronic Transaction
   Date of Request:   10/30/08
1.  Submitting Entity & Address:




    
EPIC Merchant Energy




1553 Park Ten Boulevard





Houston, TX 77084

2.  Contact Person, Phone #, Fax #, Electronic Mailing Address:





Name 
:     
Gordon Scott




Title 
:     
V.P. Regulatory Affairs




Phone :  
281.578.3112




Fax 
:
281.578.3119




E‑mail
:
glscott@emelp.com
3. Title and Description of Proposed Standard or Enhancement:

Title:

Synchronizing Bidding Credit Requirements for FTR, TCC and CRR
Description:

Posting of collateral is an important issue for financial marketers.  Most financial marketers and smaller entities are required to post cash for FTR transactions, while most utilities post unsecured credit.  Therefore, the timing for posting collateral is especially crucial to financial marketers.  There are two posting periods for FTRs:

1. The Bidding Requirement:  Credit must be posted with FTR bids and these monies are held until bids are cleared.

2. The Holding Requirement:  After bids are cleared and FTRs awarded, collateral is required for the amount of time the FTR is active. 

 

For those marketing entities that trade in multiple markets and multiple ISOs the bidding requirement is problematic because these posting periods may overlap. Marketers submit a number of bids with the expectation that only a percentage of those bids will clear but bidding rules necessitate the posting of collateral for the total number of bids submitted.  Therefore, a large amount of collateral is tied up to meet the bidding requirement and is not available for bidding in other markets.  

A more proficient and less expensive use of participants’ capital would result if the various ISOs that offer an FTR type product (CAISO, ERCOT, PJM, ISO-NE, MISO, NYISO), would arrange their bidding requirement time frames so these periods do not overlap.  The bidding requirement's duration varies per market but is usually between one and two weeks.  The period and timing of the bidding requirement varies with the term of the FTR (yearly, multi-yearly, monthly and multi-month).  The longer the period the more collateral is usually required; therefore, synchronizing the yearly or multi-yearly FTRs bidding requirements first, would provide the most benefit.     

This coordination of the bidding requirement would not raise or lower the necessary amount of bidding collateral; it would simply allow market participants to utilize their cash more efficiently.  An added benefit would be an increase in market participation due to the orderly posting of collateral.  The ISOs would remain fully collateralized under their current policies for the bidding and holding requirements.
 

A number of ISOs have 'seams' groups that work on pricing and market issues e.g. PJM / MISO Joint and Common Market, but there is no group that would coordinate between NYISO and CAISO for example.  This coordination would require a national effort.

Eventually, all ISOs and all ISO markets collateral posting requirements should be synchronized, but for now the most bang-for-the-buck would be the coordination of the FTR type markets.  

4.  Use of Proposed Standard or Enhancement (include how the standard will be used, documentation on the description of the proposed standard, any existing documentation of the proposed standard, and required communication protocols): 

See above

5.  Description of Any Tangible or Intangible Benefits to the Use of the Proposed Standard or Enhancement:

The benefits derived from this proposal would include:

More efficient use market participants’ capital.

Increased market participation due to increased availability of capital.  

6.  Estimate of Incremental Specific Costs to Implement Proposed Standard or Enhancement:

There would be little or no cost incurred by market participants or the ISOs.
7.  Description of Any Specific Legal or Other Considerations:

None

8.  If This Proposed Standard or Enhancement Is Not Tested Yet, List Trading Partners Willing to Test Standard or Enhancement (Corporations and contacts):

EPIC Merchant Energy would be available to help in any way possible to implement this enhancement.
9.  If This Proposed Standard or Enhancement Is In Use, Who are the Trading Partners:
Few trading companies trade in only one ISO.  This standard would be valuable to a large number of financial marketers and energy trading houses.

10.  Attachments (such as : further detailed proposals, transaction data descriptions, information flows, implementation guides, business process descriptions, examples of ASC ANSI X12 mapped transactions):

Each ISO would revise their business standards and protocols to comply with this news posting requirement.  The enhancement should not require tariff changes, FERC filings or revision to NERC standards.
