
 

 

Southwest Power Pool 
CREDIT PRACTICES WORKING GROUP 

June 20, 2019 
Teleconference 

Minutes 

 

Agenda Item 1 – Call to Order 
Mark Holler called the meeting to order at 1:30pm.  The following members were in attendance: 
Mark Holler (Tenaska); Terri Wendlandt (Westar); Tom Hestermann (Sunflower); Caleb Head 
(NTEC); Michael Malone (Heartland); and Kerry Kaseman ( Basin, Proxy for Matthew Simon).  
Also in attendance were: Evan Truitt (Xcel); Nick Becvar (ACES); Matt Holstein (Duke); Matt 
Robson (Sesco); Seth Cochran (DC Energy); Ryan Johnson and Bill Thompson (AEP); and Scott 
Smith; Jared Barker; Will Vestal; Patti Kelly; Dendy Collier; Joseph Ghormley and Luke Hill 
(SPP). 

Agenda Item 2 – Approval of Minutes from May Meeting 
Mark Holler presented the May meeting minutes (CPWG Minutes 051519 - DRAFT) for approval. 
Caleb Head made a motion to accept the minutes and Mark Holler seconded. The minutes were 
unanimously accepted without amendment.  

Agenda Item 3 – Update on GreenHat Loss at PJM  
Mark Holler updated the group that May 2019 resulted in GreenHat credit losses of ~$5MM and 
the total loss was still in line with earlier estimates totaling around $160MM (without the effect of 
the FERC Order to recalculate auction results). There was no other recent news regarding this 
default.  

Agenda Item 4 – Annual Auction Participation 
Jared Barker presented participation numbers from the 2019/20 Annual TCR Auction that took 
place in May 2019. Participation was up from previous years which resulted in higher exposure 
valuations in all areas except for ARR exposure. The reduction in ARR exposure appears to be 
due to the way participants participated in the LTCR allocation in March 2019 and the subsequent 
Annual auction in May.  

Agenda Item 5 – Update from Quantitative Subgroup 
Mark Holler provided an update on the Quantitative Subgroups work thus far.  The group meets 
every other week and they are currently looking into Mark to Auction data at SPP, how future 
upgrades may impact exposures, and also reviewing previously tabled RR311. Please send an 
email to Jared Barker (jbarker@spp.org) if you would like to participate in this group. 

Agenda Item 6 – Update from Qualitative Subgroup 
Tom Hestermann provided an update on the Qualitative Subgroups work thus far.  The group 
meets every other week and they are currently looking into the SPP Minimum 
Participation/Capitalization Requirements and reviewing a straw man proposal that was provided 
by Xcel. Please send an email to Jared Barker (jbarker@spp.org) if you would like to participate 
in this group.  

 
Agenda Item 7 – ISO / RTO Comparison 
Mark Holler presented some material that PJM created which compares exposure calculations 
and market participation requirements for each of the ISO/RTOs.   

 

mailto:jbarker@spp.org
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Agenda Item 8 – Review of CPWG Scope Statement 
SPP’s MOPC is requesting that all working groups review their Scope Statements and provide 
updates to or indicate approval of their current statements.  This is to be completed in time for the 
MOPC to review all Scope Statements at their October meeting. We are requesting the group to 
review the CPWG Scope Statement (provided in the 062019 meeting materials) and provide 
comments prior to our July CPWG meeting. This item will be voted on in our July meeting as well.  
 
Agenda Item 9 – New/Old Business 
Scott Smith provided an update on RR354.  During the review of this RR in the RTWG, it was 
decided to remove the Business Practice and place all language within the pertinent Tariff 
language. This will now go before the MOPC in July. To view the current/updated RR, click HERE 
and select the “RR354 – Acceptable Credit for Sponsored Upgrades” zip file from the list on the 
right.  
 
Agenda Item 9 – Next Meeting July 18th 
Our next scheduled meeting is July 18th. 
 
Agenda Item 10 – Adjournment 
There being no further business, the meeting was adjourned at 2:30pm 
 
 
 
 
 
Respectfully submitted, 

Jared Barker, Secretary 

https://www.spp.org/spp-documents-filings/?id=21069


 

Antitrust:  SPP strictly prohibits use of participation in SPP activities as a forum for engaging in practices or communications that 
violate the antitrust laws.  Please avoid discussion of topics or behavior that would result in anti-competitive behavior, including but 
not limited to, agreements between or among competitors regarding prices, bid and offer practices, availability of service, product 
design, terms of sale, division of markets, allocation of customers or any other activity that might unreasonably restrain competition. 

 

Southwest Power Pool, Inc. 
CREDIT PRACTICES WORKING GROUP MEETING 

June 20, 2019 
Teleconference 

 
•  A G E N D A  •  

 
1:30 – 3:30pm 

 
1. Call to Order ........................................................................................................................... Mark Holler 

2. Approval of Minutes from May Meeting .................................................................................. Mark Holler 

3. Update on GreenHat Loss at PJM .......................................................................................... Mark Holler 

4. Annual Auction Participation ................................................................................................ Jared Barker 

5. Update from Quantitative Subgroup .................................................................................... Justin Riddell 

6. Update from Qualitative Subgroup ............................................................................... Tom Hestermann 

7. ISO / RTO Comparison ................................................................................. Justin Riddell / Mark Holler 

8. Review of CPWG Scope Statement .................................................................................... Jared Barker 

9. New/Old Business .................................................................................................................. Mark Holler 

10. Next Meeting July 18th  ........................................................................................................... Mark Holler 

11. Adjournment ........................................................................................................................... Mark Holler 

 

 



 

 

Southwest Power Pool 
CREDIT PRACTICES WORKING GROUP 

May 15, 2019 
Teleconference 

Minutes 

 

Agenda Item 1 – Call to Order 
Mark Holler called the meeting to order at 1:30 p.m.  The following members were in attendance: 
Mark Holler (Tenaska); Terri Wendlandt (Westar); Tom Hestermann (Sunflower); Cassandra 
Strange (OG&E); and Malcolm Booker (OMPA).  Also in attendance were: Justin Riddell (TEA); 
Evan Truitt, Carrie Dixon, and Mark Breese (Xcel); Jamie Johnson and Jill Jones (MEAN); Jeffrey 
Parkinson (Springfield); Jeff Bieker (Sunflower); Nick Becvar (ACES); Jan Schmitz (MRES); 
Jarrod Bantam (LES); Kerry Kaseman (Basin); Marc Szabo (Endurance); Matt Robson (Sesco); 
Matt Holstein (Duke); Seth Cochran (DC Energy); and Scott Smith; Jared Barker; Erin Brown; Phil 
McCraw; Will Vestal; Patti Kelly; Dendy Collier; Joseph Ghormley and Luke Hill (SPP). 

Agenda Item 2 – Approval of Minutes from April Meeting 
Mark Holler presented the April meeting minutes (CPWG Minutes 041819 - DRAFT) for approval. 
Tom Hestermann made a motion to accept the minutes and Terri Wendlandt seconded. The 
minutes were unanimously accepted without amendment.  

Agenda Item 3 – Update on GreenHat Loss at PJM  
Mark Holler updated the group that April showed GreenHat losses of ~$4MM and the total loss 
was still in line with earlier estimates totaling around $168MM. Recent events include PJM’s 
response to the Independent Review.  This Observations on the Repot can be found HERE for 
your reference.  

Agenda Item 4 – CPWG Assessment of Recommendations 
Prior to the CWPG meeting, the group provided their assessment of the 7 recommendations 
found in the PJM independent report. SPP compiled these assessments and Scott Smith 
presented to the group the results. The group decided the best way to address these 7 
recommendations and their impact to SPP is to separate them into 2 distinct buckets and form 
sub-groups to look into each bucket.  An email was sent on 5/15 to the CPWG seeking volunteers 
for these two groups with a requested response date by EOB on 5/22. SPP will send out meeting 
information soon.  Expect the first meetings to be the afternoon of 5/23. 

Agenda Item 5 – $0.10 Minimum Review 
Jared Barker reviewed the findings of a TCR Exposure analysis using a ($0.10) per MW 
minimum.  The results showed an average of 6% and 84% additional collateral requirement or 
reduction in the ARR offset amount available for AO entities. This presentation was a refresher 
for the group of information presented in January.  

Agenda Item 6 – Capitalization Requirements 
Scott Smith discussed the requirements that are outlined in section 3.1.1.8 of the Credit Policy. It 
was discussed that this may be a topic at a future meeting.    

 
Agenda Item 7 – CPWG Face to Face Meeting  
The CPWG face to face meeting will take place on Wednesday, October 30th, 2019 at SPP’s 
offices.  Information was sent to the group via email on 5/9 regarding registering for this meeting.  

 

https://www.pjm.com/%7E/media/committees-groups/task-forces/frmstf/20190513/20190513-item-04-observations-on-report-of-independent-consultants-on-greenhat-default-recommendations.ashx


Agenda Item 8 – New/Old Business 
Scott Smith updated the group on RR354 and advised it will be discussed at the RTWG on 5/23.  
 
Agenda Item 9 – Next Meeting June 19th 
Our next scheduled meeting is June 19th. 
 
Agenda Item 10 – Adjournment 
There being no further business, the meeting was adjourned at 3:20.m. 
 
 
 
 
 
Respectfully submitted, 

Jared Barker, Secretary 



2019 TCR Annual 
Auction Summary
Jared Barker - SPP
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2016 – 2019 Annual Auction – All Activity
During Open Bid Window TCR Bids TCR Offers ARR Converts Total

2016 # of Credit Holders 42 12 35 60

2017 # of Credit Holders 55 12 38 73

2018 # of Credit Holders 65 10 36 79

2019 # of Credit Holders 70 12 33 84

2016 # of Credit Approved Types 60,460 857 4,141 65,458

2017 # of Credit Approved Types 122,317 612 3,996 126,925

2018 # of Credit Approved Types 192,938 624 4,329 197,891

2019 # of Credit Approved Types 236,558 722 5,420 242,700

2016 # of Credit Approved MWh 371,110 7,941 177,848 556,899

2017 # of Credit Approved MWh 557,137 11,099 184,008 752,244

2018 # of Credit Approved MWh 644,097 9,191 214,079 867,367

2019 # of Credit Approved MWh 743,470 12,072 208,669 964,211

2016 Calculated Credit Exposure (in Millions) $(134.7) $(5.3) $(21.3) $(161.3)

2017 Calculated Credit Exposure (in Millions) $(275.9) $(5.0) $(3.7) $(284.6)

2018 Calculated Credit Exposure (in Millions) $(385.2) $(9.9) $(6.8) $(402)

2019 Calculated Credit Exposure (in Millions) $(432.6) $(7.2) $(3.7) * (443.5)**
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*  ARR Exposure calculated by performing ARR 90%/100% weighting for each ARR submission 
and only considering total per Credit Holder if ARR exposure < $0
**  Positive exposure for ARRs does not offset Bids or Offers during auction



2018 - 2019 Annual Awards – All Activity

TCR 
Bids

TCR 
Offers

ARR
Converts

Total

# of Awards 2018* 56,197 489 4,329 61,015

# of Awards 2019* 70,356 509 5,420 76,285

2018 # of Credit Approved MWh 328,658 9,184 214,079 551,921

2019 # of Credit Approved MWh 416,421 8,055 208,669 633,145

2018 Calculated Credit Exposure** $295.2***

2019 Calculated Credit Exposure** $213.3***

3

*     Awards posted on 5/22/2019 
**  In Millions
*** All are considered TCRs after auction clearing.  Positive TCRs offset 
negative TCRs during the same period regardless of their auction type 



2018 - 2019 Annual – ARR Activity Only
ARR Converts 

Bid
ARR Converts 

Awarded
Difference

2018 # of ARRs 4,329 4,329 -

2019 # of ARRs 5,420 5,420 -

2018 # of MWh 214,079 214,079 -

2019 # of MWh 208,669 208,669 -

2018 Calculated ARR Submissions 
and Awards (in Millions)

$204* $231.5 +$27.5

2019 Calculated ARR Submissions 
and Awards (in Millions)

$153.1* $174.3 +$21.2
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* Calculated as total sum of all ARRs approved into auction 
with 90% weight for positive.  Positive overall portfolio for a 
Credit Holder is considered to give a perspective on 
overall ARR approved submissions. 



 

Antitrust:  SPP strictly prohibits use of participation in SPP activities as a forum for engaging in practices or communications that 
violate the antitrust laws.  Please avoid discussion of topics or behavior that would result in anti-competitive behavior, including but 
not limited to, agreements between or among competitors regarding prices, bid and offer practices, availability of service, product 
design, terms of sale, division of markets, allocation of customers or any other activity that might unreasonably restrain competition. 

Strawman Proposals from Xcel Energy 
 

GOAL  

Provide an assessment of SPP credit metrics and methodologies relative to the 
exposures embedded in various activities and lay out recommendations for improved 
metrics or policies, including an assessment of the benefits and costs of such changes, 
Tariff or Business Practice changes required to implement, and resource requirements 
needed to implement 

 
 
TASKS 

• SUMMARY – Outline activities in SPP market and associated credit risks embedded 
in each activity (focus on TCRs but do basic review of all functions?) 

o Provide summary of activity and credit risks embedded in the activity  
1) How does credit exposure occur?   In SPP’s various markets, credit 

exposure occurs because current/historical energy and transmission 
transactions are settled at predetermined points in the future.  
Settlements includes the time associated to produce statements (and 
customer validations) and collections/remittance. 

2) What drives changes in the exposure?  The typical components that 
drive exposure in SPP’s markets are: 

• Price – in the form of energy components (LMP, MCC, etc.) 
and transmission components (reservation amount, 
regional/zonal transmission allocation) 

• Quantity – usually in the form of megawatts of energy or 
transmission service in which the MP is purchasing or 
acquiring 

• Time – time from purchasing/acquiring energy, transmission, 
or financial position to ultimate settlement completion (final 
cash remittance) 

• MP – entities who do not meet current minimum criteria can 
participate in some of SPP’s markets by posting additional 
collateral and the doubling of their exposure 

 

• SPP PRACTICE – Summarize current tariff policies and practices related to 
assessing credit risk / collateral requirements associated with each activity based on 
Tariff or Business Practices 

o How is credit risk currently evaluated and assessed?  See below for EXHIBIT 
A – CALCULATIONS OF FINANCIAL EXPOSURE PER SPP’S TARIFF 



 

Antitrust:  SPP strictly prohibits use of participation in SPP activities as a forum for engaging in practices or communications that 
violate the antitrust laws.  Please avoid discussion of topics or behavior that would result in anti-competitive behavior, including but 
not limited to, agreements between or among competitors regarding prices, bid and offer practices, availability of service, product 
design, terms of sale, division of markets, allocation of customers or any other activity that might unreasonably restrain competition. 

o Is there flexibility in the existing methodologies?  There is little flexibility 
offered since all exposure calculations are described within the SPP Tariff. 
Any changes must flow through the SPP stakeholder process and ultimately 
receive FERC approval.  
 

o Are there limits / regulatory restrictions on how credit may be measured 
(these should not be treated as definitive/locked in stone but changes may 
need to be addressed by more than internal SPP policy).  There have been 
various FERC orders that have addressed SPP’s (and other ISO/RTOs) 
exposure calculations and practices:  

 
1) FERC has opined that SPP’s transmission service exposure will have 

a maximum window of 50 days even though transmission service 
reservations tend to be longer term.  FERC allowed SPP to continue 
monthly settlement for transmission service where they had imposed 
a maximum of weekly settlement for all other market transactions. 

2) FERC Order 741 mandates that TCR exposure cannot be secured 
with an unsecured allowance and must not be offset by any other 
energy product exposures (DA, RT, Virtual). 

3) FERC Order 741 also mandated a minimum two-day cure period for 
posting of collateral and imposed a cap of $50MM in unsecured 
allowance for each corporate family. 
 

o Provide assessment of existing practices relative to embedded risks 
1) Do they properly assess the embedded risk associated with the 

activity?  In most cases, SPP’s credit risk exposure calculations 
address the underlying risk appropriately.  For example, transmission 
service exposure and day-ahead/real-time energy exposures are 
generally applied to entities that own/maintain energy and 
transmission related assets and rely on SPP’s markets to 
operationally manage those assets.  Exposure calculations for those 
products do not generally have specific risk premiums since trading 
can only be done up to 7 days in advance or the underlying 
transmission service could be terminated quickly.  However, TCR 
exposures do not contemplate unexpected changes in values for all 
potential trading possibilities.  As expected, these products do have 
risk premiums because of their potential volatility but in some cases 
(historically positive TCRs) those risk premiums may not be effective.  
This is evident through the Greenhat default issue in PJM where 
known transmission upgrades affected historically positive portfolios 
where the portfolio owners were not required to post enough collateral 
to account for the potential loss.  SPP has a similar deficiency in its 
policy. 



 

Antitrust:  SPP strictly prohibits use of participation in SPP activities as a forum for engaging in practices or communications that 
violate the antitrust laws.  Please avoid discussion of topics or behavior that would result in anti-competitive behavior, including but 
not limited to, agreements between or among competitors regarding prices, bid and offer practices, availability of service, product 
design, terms of sale, division of markets, allocation of customers or any other activity that might unreasonably restrain competition. 

2) What metrics are used to assess risk?  For purposes of this subgroup, 
quantitative metrics are used to asses risk of payment default (see 
Appendix A). 

3) What are the limits of the approach… where might it fail… and what 
probability is there of such failure event?  Failure of the current risk 
approach could certainly happen in a scenario in which a historically 
positive TCR portfolio suddenly became unprofitable due to changes 
in congestion topology.  These changes may have been unknown due 
to weather-related outages or known due to transmission upgrades 
that had been planned well in advance.  The probability of this failure 
while SPP is holding inadequate collateral is likely small but definitely 
not non-existent.  SPP’s members typically have little tolerance for 
such risk. 

4) Provide pros and cons of practice?  Specific to current TCR 
exposures: 

• Pros: 1) historically negative TCRs are highly collateralized 
(approx. 2.5x historical mean value) 

• Cons: 1) does not contemplate known future changes to SPP’s 
congestion topology, 2) allows historically positive TCRs to 
secure historically negative TCRs (netting) 

 

• BEST PRACTICES – Provide a summary of ‘best practices’ / alternatives to 
measuring and monitoring credit exposure for each activity 

o Lay out concept and details of alternative, including pros and cons.   
1) This should include research and details on SPP’s TCR auction 

process vs other ISOs/RTOs, but also general credit and market 
analytic practices for assessing and monitoring risk 

o Assess viability of alternative  
1) Will SPP have the data to implement?   
2) Will it require data system upgrades or new tools?   
3) Is it practical and understandable? 

o What specific ‘metrics’ would be used to measure and monitor? 
o Evaluate operational and process implications of implementing the alternative 

1) Would it require Tariff / Business Practice changes? 
2) What resources required 
3) What benefit / cost is there associated with the change in practice 

(e.g., is it worth it to make the change?) 
4) What impact would it have on the market 



 

Antitrust:  SPP strictly prohibits use of participation in SPP activities as a forum for engaging in practices or communications that 
violate the antitrust laws.  Please avoid discussion of topics or behavior that would result in anti-competitive behavior, including but 
not limited to, agreements between or among competitors regarding prices, bid and offer practices, availability of service, product 
design, terms of sale, division of markets, allocation of customers or any other activity that might unreasonably restrain competition. 

• If requirements are too loose, can they be modified to prevent 
Asset Owners and Financial Only Market Participants from 
imposing a burden on the other MPs through a default, i.e. 
reasonable collateralization? 

• If requirements are too restrictive, are they impeding market 
liquidity? 

 

• RECOMMENDATION – Based on work, provide specific recommendations for 
changes to SPP practices 

  



 

Antitrust:  SPP strictly prohibits use of participation in SPP activities as a forum for engaging in practices or communications that 
violate the antitrust laws.  Please avoid discussion of topics or behavior that would result in anti-competitive behavior, including but 
not limited to, agreements between or among competitors regarding prices, bid and offer practices, availability of service, product 
design, terms of sale, division of markets, allocation of customers or any other activity that might unreasonably restrain competition. 

EXHIBIT A – CALCULATIONS OF FINANCIAL EXPOSURE PER SPP’S TARIFF 
 
A company’s Total Potential Exposure (TPE) is the result of Market Exposure (ME) + 
Transmission Service Potential Exposure (TSPE) + Total TCR Credit Requirement 
 

• Market Exposure (ME) consists of three areas:   
 

o Day-Ahead (DA) Market Exposure: Based on historical average of DA 
settlement amounts. The maximum liability amount of 7-day or 365-day 
historical average is used to calculate exposure. 7-day average considers 
both Initial settlement statements and OD+4 settlement data.  This average is 
multiplied by the number of days in the DA exposure window.  This window is 
the number of days between the current date and the maximum date settled 
plus a 2 business day cure period (add weekend days if the cure period rolls 
over a weekend), and 1 extra day since this is DA.  
 

o Real-Time Market Exposure: Calculated the same as DA using RT settlement 
amounts with 2 exceptions; RT only considers Initial settlements in the 7-day 
average and the exposure window does not include the extra DA day.  

 
 

o Virtual Market Exposure (VE): Two components of VE that are assessed:  
 

1) Virtual Bid/Offer Exposure:  is created at the time of submission by the 
MP.  This exposure is calculated by multiplying the settlement location 
bid Reference Price by the maximum amount of MW submitted. Offer 
exposure is calculated the same way but using the settlement location 
offer Reference Price.   
 

2) Virtual Award Exposure: is created once the DA market has solved.  
Virtual bid/offer exposure is then updated to include the cleared MW 
amounts rather than the maximum MW amount. 
Virtual bid Reference Prices are based on the DA LMP to RT LMP 
differential. The Virtual offer Reference Price is based on the RT to 
DA LMP differential.  Both the bid and offer Reference Price is based 
on the 97th percentile hourly difference from the same quarter of the 
previous year (i.e. Q3 2019 Reference Prices are calculated using Q3 
2018 LMP data).  
 

• Transmission Service Potential Exposure (TSPE): is the potential exposure to non-
payment associated with Transmission Service transactions.  

 
o The Maximum Estimated Transmission Exposure (METE) is based on 

charges for the remainder of the Potential Exposure Window and is 
comprised of two components: 



 

Antitrust:  SPP strictly prohibits use of participation in SPP activities as a forum for engaging in practices or communications that 
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• Transmissions Service Reservation: STEP 1) Calculate the 
value of all charges for each confirmed Transmission Service 
reservation for the period beginning on the day following the 
latest date that has been settled and ending on the current 
date. STEP 2) Calculate the value of all charges from 
confirmed reservations in the remaining exposure window. 
This exposure window is calculated by taking 50 days and 
subtracting the number of days on the current Transmission 
invoice – the number of days that have been settled that have 
not yet been settled. 
 

• Network Service Reservation: STEP 1) Determine the highest 
month of Network charges over the last 12 month period.  
STEP 2) Divide this by the number of days in which the 
highest charges occurred. STEP 3) Multiply the resulting daily 
amount by the number of days remaining in the exposure 
window. This exposure window is calculated by taking 50 days 
and subtracting the number of days on the current 
Transmission invoice and the number of days that have been 
settled that have not yet been settled. 
 

• Total TCR Credit Requirement is the Financial Security requirement stemming from 
2 primary components: 

 
o TCR Bid/Offer/ARR Requirements: These requirements come from 

participation in the annual TCR auction or monthly TCR auctions.  This 
requirement is calculated by combining the cost to acquire the TCR (no cost 
to acquire for ARRs) and the cost to Hold the TCR.  The cost to acquire the 
TCR uses the bid price multiplied by the MW submitted by the MP at each 
point on the bid curve to determine the maximum liability amount on the bid 
curve.  The cost to Hold the TCR is a result of the TCR Reference Price 
multiplied by the MW.    
 

1) No netting takes place for Bids or Offers during the auction period and 
only negative amounts are included in the auction requirements.  
ARRs are allowed to net at a 90% weight for positive TCR Reference 
Price conversions and 100% weight for negative.  
 

o TCR Reference Prices are calculated for each source/sink 
combination and for each TCR product. The two components 
of the TCR Reference Price are 1) Mean Price and 2) Stress 
Test Price.  The Mean Price minus the Stress Test Price will 
yield the Final Reference Price.  Both the Mean Price and the 
Stress Test Price are calculated using the DA Marginal 
Congestion Component (MCC) hourly pricing data for the 
same source/sink combination from the previous 2 years with 
a 75% weighting for the more recent year and a 25% 
weighting for the more distant year. The Mean Price uses sink 



 

Antitrust:  SPP strictly prohibits use of participation in SPP activities as a forum for engaging in practices or communications that 
violate the antitrust laws.  Please avoid discussion of topics or behavior that would result in anti-competitive behavior, including but 
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minus source MCC data whereas the Stress Test Price uses 
source minus sink MCC data. If the Mean Price is negative, 
the Stress Test Price uses the 90th percentile as opposed to 
the 75th percentile if the Mean Price is positive. The Stress 
Test Price has a minimum value of $0 and thus can never 
increase the Final Reference Price.  
 

o TCR Hold Requirement: This requirement is for evaluating credit exposure of 
holding an awarded TCR and is an estimate of potential risk-adjusted value 
(positive or negative) of the TCR over its life until ultimate settlement. The 
risk-adjustment is done through the TCR Reference Price.  The Hold 
Requirement is a result of the TCR Reference Price multiplied by the 
awarded MW of the TCR.  Awarded TCRs can net with other awarded TCRs 
and SPP determined the future day on which the maximum liability will occur 
to determine the overall Hold Requirement of the MP. The Hold Requirement 
is rolled off only at the conclusion of a full month. SPP uses a forecast to 
determine the Hold Requirement that will exist on each future date for which 
any TCR in a portfolio is valid.  



 

Antitrust:  SPP strictly prohibits use of participation in SPP activities as a forum for engaging in practices or communications that 
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Strawman Proposals from Xcel Energy 
 
 

GOAL  

Review SPP practices related to underwriting / credit assessment of counterparties and 
daily management of associated exposures, including collateralization practices, and 
provide recommendations for improved practices 

 
 
TASKS 

• SUMMARY – Outline current SPP underwriting process and associated credit 
management practices, including detailing the tools available to SPP staff to monitor 
counterparty credit quality and implement mitigation measures during credit and 
market events 

o Provide summary of practices (probably includes review of SPP Credit policy 
and measurement metrics).  SPP’s credit practices are primarily dictated by 
the Credit Policy, Attachment X of the OATT.  The following is a list of 
practices associated with market participation: 
 Onboarding – The Tariff describes certain requirements of companies 

to participate in SPP’s markets.  Essentially, $10MM in total assets or 
$1MM in tangible net worth will suffice for capitalization purposes.  
Disclosure (see below for: EXHIBIT A – MINIMUM MARKET 
PARTICIPATION REQUIREMENTS) 

 Unsecured Allowance – For those utilities seeking an unsecured 
credit allowance (“UCA”), SPP’s credit policy dictates the specific 
quantitative and qualitative data required from the utility to calculate a 
UCA. This information is required to collected/updated each year that 
a UCA is in effect. 

 Credit/Exposure Monitoring – SPP utilizes a suite of tools to monitor 
exposure calculations on a daily basis.  For auction related 
transactions (TCR & Virtual), SPP is able to calculate the amount of 
credit required for a bid/offer and validate that the MP has an 
appropriate amount of collateral with SPP prior to the acceptance of 
that bid/offer.  This helps to ensure, in most cases, that SPP is not 
seeking collateral after the market has cleared. 

 Default Scenarios – SPP, as the market administrator, has multiple 
remedies for the various default scenarios that may occur.  Some of 
those may be: termination of service, suspending/revoking a UCA, call 
for additional collateral, liquidation of held collateral, etc. 

o Detail the tools available to SPP for monitoring counterparty risk 
 SPP’s credit group utilizes a suite of internally supported and third 

party tools which receive data from various internal/external sources.   
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• The Credit Management System (“CMS”) calculates real-time 
quantitative exposures for all market participants using data 
from the Integrated Marketplace, settlements, accounting, and 
external services.  The system notifies staff when exposures 
are/have exceeded credit limits and can suspend a MPs ability 
to trade in the TCR and Virtual markets when a default occurs. 

• Global Credit (“GC”) is a third party service which allows SPP 
to catalog data collected from credit customers and other 
external sources.  This includes published financial data from 
SPP’s larger utility customers.  The system is pre-loaded with 
SPP’s underwriting criteria and is used (ultimately) to calculate 
an unsecured allowance for those that request one and to 
track secured collateral for market trading, engineering study & 
transmission upgrade purposes. 

• Per FERC Order 741, each MP must certify annually that they 
meet capitalization and operational criteria (see below for 
APPENDIX C – ANNUAL CERTIFICATION FORM).  SPP 
requires that audited annual financial statements are used to 
validate the certification and SPP is required to audit 5% of the 
certifications each year. 

• SPP has access to multiple information sources which publish 
data, news, and updates on electrical industry utilities and 
companies (SNL, RTO Insider, FitchRatings, etc.) 

o Layout tools available to SPP for mitigating exposure (e.g., ability to call on 
collateral, reduce lines, restrict activity) 
 SPP’s credit policy allows for a 2 day cure period when a MP exceeds 

their credit limits.  This can include payment of an outstanding invoice 
or the requirement of additional collateral. 

 As stated above, SPP’s systems can calculate future exposure of a 
bid/offer and validate that the MP has appropriate credit/collateral 
prior to accepting the bid/offer for clearing. 

 SPP’s credit policy has ‘Material Adverse Change’ language which 
allows some flexibility if deemed to have occurred.  See below for 
APPENDIX B – MATERIAL ADVERSE CHANGE 

 

• ASSESSMENT – Provide assessment of SPP policies and tools  
o Identify limitations and issues associated with any limitations 

 SPP’s minimum capitalization criteria for market participation appears 
to be low when measured against the potential for payment defaults 
(regardless of collateralization).  In PJM’s default scenario, it is 
believed that GreenHat “barely” met these requirements but was able 
to acquire the largest singular FTR portfolio. 



 

Antitrust:  SPP strictly prohibits use of participation in SPP activities as a forum for engaging in practices or communications that 
violate the antitrust laws.  Please avoid discussion of topics or behavior that would result in anti-competitive behavior, including but 
not limited to, agreements between or among competitors regarding prices, bid and offer practices, availability of service, product 
design, terms of sale, division of markets, allocation of customers or any other activity that might unreasonably restrain competition. 

 Material adverse change language can be ambiguous in certain 
circumstances 

o Identify additional policies or tools that could be implemented to improve 
management 

o Evaluate ability to implement such changes (what tariff / business practice 
rule changes are required?  What regulatory approvals?) 

o Ensure SPP has appropriate staff in areas such as customer risk 
management and mark-to-auction processes 

o Assess or identify training that should be required for all staff and to develop 
junior and senior level staff to be prepared to ensure a smooth transition for 
the next generation workforce 

 

• RECOMMENDATION – Based on work, provide specific recommendations for 
changes to SPP practices 

 
 
 
 
 
  



 

Antitrust:  SPP strictly prohibits use of participation in SPP activities as a forum for engaging in practices or communications that 
violate the antitrust laws.  Please avoid discussion of topics or behavior that would result in anti-competitive behavior, including but 
not limited to, agreements between or among competitors regarding prices, bid and offer practices, availability of service, product 
design, terms of sale, division of markets, allocation of customers or any other activity that might unreasonably restrain competition. 

EXHIBIT A – MINIMUM MARKET PARTICIPATION REQUIREMENTS 
 

Minimum Criteria for Market Participation 

Section 3.1.1.8.1 

 

1. Audited financials in US GAAP or IFRS 
2. One of the following: 

a. “Appropriate person” as defined in Commodity Exchange Act by providing either: 
i. Unlimited Corporate Guaranty from an entity that has: 

1. In excess of $1.0M total net worth; or 
2. In excess of $5.0M total assets; or 

ii. Letter of credit in excess of $5.0M 
b. “Eligible contract participant” as defined in Commodity Exchange Act 
c. Person or entity in the business of: 

i. Generating, transmitting, or distributing electric energy; or 
ii. Providing electric services that are necessary to support transmission 

system 

If a Market Participant is no longer able to meet minimum eligibility requirements and possesses 
any open or forward positions: 
 

“…SPP may take any action it deems necessary with respect to such open or 
forward positions. Such action may include but is not limited to, liquidation, 
transfer, assignment, or sale. The Market Participant will be entitled to any positive 
market value of such positions, net of any obligations due to SPP, notwithstanding 
its ineligibility to participate in the Integrated Marketplace.  Nothing in this 
paragraph shall restrict SPP's ability to enforce SPP's rights to pursue and collect 
any amounts Market Participants may owe to SPP.” 

 

Minimum Capitalization Requirements 

Section 3.1.1.8.2 

After meeting Section 3.1.1.8.1 requirements (above), Market Participant must also possess: 

1. Tangible net worth of $1.0M; or 
2. Assets of $10.0M; or 
3. Credit rating of at least BBB-; or 
4. Guaranty from Guarantor that meets one of alternatives in (1) through (3) above; or 
5. $200.0k to be segregated and unavailable for activity 

Under this option, when activity exceeds $100.0k in Market Exposure, financial requirements 
are doubled 
 
 



 

Antitrust:  SPP strictly prohibits use of participation in SPP activities as a forum for engaging in practices or communications that 
violate the antitrust laws.  Please avoid discussion of topics or behavior that would result in anti-competitive behavior, including but 
not limited to, agreements between or among competitors regarding prices, bid and offer practices, availability of service, product 
design, terms of sale, division of markets, allocation of customers or any other activity that might unreasonably restrain competition. 

APPENDIX B – MATERIAL ADVERSE CHANGE 
SPP CREDIT POLICY – ATTACHMENT X, ARTICLE 3 CREDIT ASSESSMENT 

 
3.2.7 Material Adverse Changes.  Each Credit Customer must give SPP notice of any 

Material Adverse Change in its financial condition (and, as applicable, the financial 
condition of its Guarantor) within two (2) Business Days of the occurrence of the 
Material Adverse Change.  If a Credit Customer or Guarantor files a Form 10-K, 
Form 10-Q, or Form 8-K with the SEC, notice of such filing, timely delivered to SPP 
in accordance herewith, will suffice on the condition that such notice states that the 
filing addresses a Material Adverse Change.  

 
 A Material Adverse Change in financial condition includes any Material change in 
operations or financial condition that a reasonable examiner of creditworthiness 
would deem material to decisions concerning the extension of credit, including but 
not limited to, any of the following (“Material Adverse Change”): 

 
a. A downgrade of any debt rating or issuer rating, or change in the outlook 

of any Credit Rating, including debt rating or issuer rating;  
 
b. Any placement on a credit watch with negative implication by a Rating 

Agency; 
 
c. The filing of a lawsuit or initiation of an arbitration, investigation or other 

proceeding (including regulatory proceeding) which if decided adversely 
could have a Material effect on any current or future financial results or 
financial condition; 

 
d. The merger, acquisition or any other form of business combination 

involving the credit customer.  
 
e. Any adverse changes in financial condition which, individually, or in the 

aggregate, are Material; 
 
f. Any adverse changes, events or occurrences which, individually or in the 

aggregate, could affect the ability of the Credit Customer to pay its debts 
as they become due or could have a Material adverse effect on any current 
or future financial results or financial condition;  

 
g. Discovery or disclosure of conflict of interest issues; 
 
h. Resignation or removal of a key officer or director; 
 
i. Any action requiring the filing of a Form 8-K; 
 
j. Any report of a quarterly or annual loss or a decline in earnings of ten (10) 

percent or greater compared to the prior period;  



 

Antitrust:  SPP strictly prohibits use of participation in SPP activities as a forum for engaging in practices or communications that 
violate the antitrust laws.  Please avoid discussion of topics or behavior that would result in anti-competitive behavior, including but 
not limited to, agreements between or among competitors regarding prices, bid and offer practices, availability of service, product 
design, terms of sale, division of markets, allocation of customers or any other activity that might unreasonably restrain competition. 

 
k. Any restatement of prior financial statements; and 
 
l. Failure of a Market Participant to continue to satisfy the minimum 

capitalization criteria for market participation specified in 3.1.1.8.2. 
 
 
3.2.7.1 Notification of a Material Adverse Change by SPP to a Credit 

Customer.  Upon the occurrence of a Material Adverse Change and prior 
to SPP compelling a Credit Customer to post additional Financial Security, 
cease one or more transactions, or take other measures to restore 
confidence in the Credit Customer’s ability to transact business safely as a 
result of any Material Adverse Change, SPP shall provide, when feasible, 
reasonable advance notice in writing, by fax, electronic mail, hand delivery, 
reputable overnight courier, or first-class mail, to the Credit Contact 
designated by the Credit Customer pursuant to Section 9.1 of this Credit 
Policy.  If delivery to the Credit Contact fails, then SPP may effect delivery 
to any officer, executive, or manager of the Credit Customer.  Such notice 
shall identify the reasoning behind the invocation of the Material Adverse 
Change clause and be signed by an authorized representative of SPP. 

 
 
 
 
  



 

Antitrust:  SPP strictly prohibits use of participation in SPP activities as a forum for engaging in practices or communications that 
violate the antitrust laws.  Please avoid discussion of topics or behavior that would result in anti-competitive behavior, including but 
not limited to, agreements between or among competitors regarding prices, bid and offer practices, availability of service, product 
design, terms of sale, division of markets, allocation of customers or any other activity that might unreasonably restrain competition. 

APPENDIX C – ANNUAL CERTIFICATION FORM 
 

 
Appendix “E” Annual Minimum Market Participation Criteria and Risk Management Certification 

Form 

 
SPP ANNUAL MINIMUM MARKET PARTICIPATION CRITERIA – RISK MANAGEMENT 

CERTIFICATION FORM 
I, _____________________________, a duly authorized officer of 
______________________________________ (“Market Participant”), understanding that 
Southwest Power Pool, Inc.  (“SPP”) is relying on this certification as evidence supporting SPP’s 
determination that Market Participant meets the risk management and minimum market 
participation requirements as set forth in Attachment X to SPP’s Open Access Transmission Tariff 
(“Tariff”), hereby certify that I have full authority to certify and represent on behalf of Market 
Participant and further certify and represent as follows: 
 

1. Training.  Employees or agents transacting in markets or services provided pursuant to 
the Tariff on behalf of the Market Participant have received, or will receive, applicable 
training  with regard to their participation under the Tariff as a condition of being authorized 
to transact on behalf of Market Participant. As used in this representation, training is 
deemed ‘applicable’ where it is commensurate and proportional in sophistication, scope 
and frequency to the volume of transactions and the nature and extent of the risk taken 
by the Market Participant. 

 

2. Risk Management.  Market Participant maintains current written risk management policies 
and procedures that address those risks that could materially affect Market Participant’s 
ability to pay its SPP invoices when due, including, but not limited to, credit risks, liquidity 
risks and market risks. 

 

3. Operational Capabilities.  Market Participant has available appropriate personnel 
resources, operating procedures, and technical abilities to promptly and effectively 
respond to SPP communications and directions related to, but not limited to, settlements, 
billing, credit requirements and other financial matters. 

 

4. Minimum Participation Criteria.  Market Participant meets or exceeds the minimum market 
participation criteria, including capitalization requirements, as specified in Section 3.1.1.8 
of Attachment X of the Tariff.  The Market Participant shall submit audited financial 
statements for the most recent fiscal year to demonstrate minimum Tangible Net Worth or 
minimum total assets, or provide a report produced by a Rating Agency to establish its 
Credit Rating as specified in Section 3.1.1.8.2.  In the event the Market Participant is 
unable to meet at least one of these minimum financial requirements, the Market 



 

Antitrust:  SPP strictly prohibits use of participation in SPP activities as a forum for engaging in practices or communications that 
violate the antitrust laws.  Please avoid discussion of topics or behavior that would result in anti-competitive behavior, including but 
not limited to, agreements between or among competitors regarding prices, bid and offer practices, availability of service, product 
design, terms of sale, division of markets, allocation of customers or any other activity that might unreasonably restrain competition. 

Participant shall maintain with SPP the amount of Financial Security required by Section 
3.1.1.8.2(e) of Attachment X to the Tariff. 

 
 

Date:       

  

       

  (Signature) 

Print Name:     

 Title:       

 
 
 

Subscribed and sworn before me    , a notary public of the State of            , 

in and for the County of    , this __ day of   , 20 . 

 

_______________________________ 

 

(Notary Public Signature) 

My commission expires:  / /  

 



PJM©2019 

Comparison of ISO/RTO Credit Policies  

and Risk Management  

for FTR/TCC/TCR/CRR Products 
 

Bridgid Cummings 

Financial Risk Mitigation Senior Task Force 

June 6, 2019 

 

www.pjm.com 

http://www.pjm.com/
http://www.pjm.com/


PJM©2019 

Membership Requirements 

for FTR/TCC/TCR/CRR Participation 

www.pjm.com 

http://www.pjm.com/
http://www.pjm.com/


PJM©2019 3 

Training Requirements 

for FTR/TCC/TCR/CRR Participants 

• Each ISO/RTO requires attestation from an officer of the 

company that all traders receive training specific to the market in 

which they are transacting 

 

• NYISO and NE-ISO require that traders complete and pass an 

ISO-prescribed training for the TCC/FTR product 
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Risk Policy Review for FTR/TCC/TCR/CRR Participants  

*All ISO/RTOs require attestation from an authorized officer of company who attests they are authorized to sign the form 

www.pjm.com 

Risk Policy Review Reviewer 

PJM 
All non-hedging FTR participants must submit a risk policy for review; If there have been no material changes to the policies since the last submission, the 

Market Participant may instead provide a certification attesting that they have not materially changed. 
PJM 

CAISO 
All CRR holders must submit a risk policy and CRR narrative responses for review if they are a new customer; attest annually to no changes or provide 

updated risk policy and CRR narrative responses 

CAISO or 

designated 

third party 

ERCOT All CRR Holders who are ineligible for unsecured credit and who have exposure in CRR Obligations must submit a risk policy for review ERCOT 

ISO-NE 
All FTR participants must submit a risk policy for review prior to participation. If there have been no material changes to the policies since the last submission, 

the Market Participant may instead provide a certification attesting that they have not materially changed. 

ISO-NE or its 

designee 

MISO 

All Market Participants must complete a ‘Minimum Market Participation Criteria—Annual Certification Form’ attesting that they are in compliance with MISO’s 

Tariff defined Training, Risk Management, Operational Capabilities, Capitalization and Appropriate Person Requirements. On a monthly basis MISO reviews 

Market activity and any MP who holds FTR positions in excess of 1,000 MW greater than their physical obligations must provide a current copy of their Risk 

Policy.  MISO will audit Risk Policy compliance with Tariff.  Once the audit is approved Risk Policy will not be required for another 12 months.   

MISO 

NYISO 

All TCC Market Participants must submit their risk management policies and procedures annually (unless they solely own Grandfathered Rights, 

Grandfathered TCCs and/or Fixed Price TCCs).  In addition, if the TCC Market Participant’s activity in any of the last 36 months have a concentration of low 

positive or negative TCCs, they must submit their risk policies for review. If there have been no material changes to the policies since the last submission, the 

Market Participant may instead provide a certification attesting that they have not materially changed. 

NYISO or third 

party 

SPP 
All Market Participants must complete an ‘Annual Minimum Market Participation Criteria and Risk Management Certification Form’; SPP audits 5% of all 

Market Participants for risk documentation 
SPP 

http://www.pjm.com/
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Minimum Capital Requirements for  

FTR/TCC/TCR/CRR Participants  

www.pjm.com 

Minimum Capital Requirements Collateral Alternative 

CAISO $1M Tangible Net Worth, $10 M Total Assets $500K minimum* 

ERCOT $1M Tangible Net Worth, $10M Total Assets $500K restricted 

ISO-NE $1M Tangible Net Worth, $10M Total Assets, Minimum BBB-/Baa3 25% additional required 

MISO $1M Tangible Net Worth, $10M Total Assets 

$500K minimum, $250K restricted for Annual FTR 

positions. $200K minimum, $100K restricted for prompt 

month only positions 

NYISO $1M Tangible Net Worth, $10M Total Assets $500K restricted 

PJM $1M Tangible Net Worth, $10M Tangible Assets $500K restricted, 10% reduction of remaining collateral 

SPP $1M Tangible Net Worth, $10M Total Assets, Minimum BBB- $200K minimum or 2x market exposure 

Audited financials are required to meet the Minimum Capital Requirements, CAISO permits unaudited financial 

statements that are signed and attested to by an officer of the company 

*CAISO Collateral Alternative - $500K for participants with < 6 months activity; $500K with > 6 months activity and estimated liability for prior 6 

months > $100K; $100K with > 6 months activity and estimated liability for prior 6 months < $100K 

 

http://www.pjm.com/
http://www.pjm.com/
http://www.pjm.com/
riddelljn
Sticky Note
This is slightly incorrect for SPP. Rather than 'Or', it should read:$200k to meet the requirement, then market exposure will also be doubled when market exposure reaches $100k.
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General Overview  

• Collateral Call cure period is 24 Hours for NE-ISO, and 2 business days for all other ISO/RTOs 

• All ISO/RTOs require collateral prior to bid/offer submissions and Market Participants must 

have sufficient collateral in order to participate 

• All ISO/RTOs have credit requirements for cleared/held positons 

– The specific calculations vary across the ISO/RTOs, but each has a consideration of historical 

values (comparisons on next slide) 

– Some ISO/RTOs have a component of the requirement which considers auction charges/credits 

• ERCOT requires payment at the time of the auction clearing 

• NYISO holds the higher of the credit requirement or payment due the NYISO as collateral until 

the TCC is paid, payments are due prior to the start of the TCC term 

• NE-ISO and CAISO hold payment as collateral until paid 

• MISO holds the acquisition price as collateral 

• PJM assesses charges at the time of delivery 

• SPP holds the acquisition cost as a part of the credit requirement, but it can be reduced by 

submitting weekly settlement payments 

 
www.pjm.com 
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Historical References 

 

www.pjm.com 

Historical Value Reference 

CAISO 3 year historical LMP/MCC data 

ERCOT 
Portfolio Weighted Adder (PWA)-100 percentile of a volume-weighted average price based on 3 years of historical CRR path 

values  

ISO-NE Proxy price based on 36 month rolling look back 

MISO 
Higher of the 50th Percentile Value and 75th Percentile Value for each Commercial Price Node calculated on a rolling twelve (12) 

month basis 

NYISO Certain values use historical data to account for volatility 

PJM Weighted Average of monthly/class type historical DA CLMP values (50% / 30% / 20%) 

SPP 
• Weighted average hourly DA MCC differences of the prior two years (75% / 25%) 

• 75th percentile of the opposite flow value, 90th percentile of the opposite flow value, depending on mean price 

http://www.pjm.com/
http://www.pjm.com/
http://www.pjm.com/
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Additional Requirements 

• Currently, PJM is the only ISO/RTO which has a per-MWh 

minimum (10¢ per-MWh) and a PROMOD simulation aspect to 

the credit policy 

• Several ISO/RTOs, including PJM, have a Mark-to-Auction or 

Mark-to-Market component (or have filed provisions with FERC) 

– CAISO 

– ERCOT 

– ISO-NE 

– NYISO 

 
www.pjm.com 
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Mark to Auction/Mark to Market 

Mark-to-Auction or Mark-to-Market Valuation 

PJM Most Recent Auction Clearing Prices 

CAISO Current month/annual CRR clearing prices 

ERCOT 
Portfolio Weighted Auction -Clearing Price (PWACP) A volume-weighted average price calculated using prices from the most 

recent CRR Auction 

ISO-NE Most Recent Auction Clearing Prices 

NYISO 
• Congestion rents over the past 90 days and extrapolate out the duration of the TCC  

• Market clearing price 

www.pjm.com 

http://www.pjm.com/
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Southwest Power Pool, Inc. 
CREDIT PRACTICES WORKING GROUP 
Organizational Group Scope Statement 

December 4, 2018 
 

Purpose 
The Credit Working Group’s responsibility is to develop and recommend courses of 
action to address credit risk issues resulting from administration of the SPP regional 
tariff and operation of the SPP business. 

Scope of Activities 
Develop and recommend changes to the SPP Credit Policy to mitigate the risk of 
socialized default charges to customers and members of SPP, using commercially 
viable practices. 

Provide expertise to SPP in its administration and monitoring of credit exposures. 
However, neither the Credit Practices Working Group nor any of its members will be 
privy to credit or exposure information on any specifically identified customer(s). 

Representation 
The Credit Practices Working Group will consist of 10 individuals representing members 
of SPP. The chair of the Credit Practices Working Group will be elected in the even year 
and will begin serving on January 1 of the odd year.  A vice chair will be elected by the 
members of the Credit Practices Working Group. Each will serve a 2 year term.  A 
meeting quorum will exist with 1/2 of the sitting members. 
 
Duration 
The Credit Working Group is a permanent working group. 

Reporting 
The Credit Working Group will report to the SPP Finance Committee. 
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