
 

 

Southwest Power Pool 
CREDIT PRACTICES WORKING GROUP 

April 2, 2020 
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 (Evergy); Tom Hestermann (Sunflower); Jeffrey Parkison 
(SPRM); Mark Breese (Xcel); Matthew Simon (Basin); Malcolm Booker (OMPA); Caleb Head 
(NTEC); and Mary Meier (OPPD). Also in attendance were: Evan Truitt and Carrie Dixon (Xcel); 
Justin Riddell (TEA); Nick Becvar (ACES); Jessica Kasparek (LES); Ronda Redden (OGE); and 
Scott Smith; Jared Barker; Phil McCraw; Peyton Greenwald; Will Vestal; Keith Collins(SPP). 

Agenda Item 2 – SPP Market Monitoring Unit Proposal 
Scott Smith and Will Vestal (MMU) led the group through a discussion on the MMU’s TCR 
exposure calculation proposal. The proposal would introduce a $(0.10) minimum requirement at 
both the TCR auction and TCR clearing periods.  During each period, the $(0.10) would be 
multiplied by either the submitted MW of the bid/offer during the auction or the total owned MWh 
of the portfolio to determine a minimum requirement. This requirement would be compared with 
the reference price based requirement to determine the maximum liability requirement.  

Agenda Item 3 – Tariff Changes for TCR Exposure Calculation (ACTION)  
After the discussion from Agenda Item 2 above, Mark Holler made a motion to approve the 
revision request as drafted and recommend to the Finance Committee. The group also commits 
to evaluate a second phase of improvements with the goal of making a recommendation to the 
Finance Committee within 12 months. 
 
A roll-call vote was taken with 8 of 9 CPWG members voting in favor of this motion. There was 
one abstention.  

Agenda Item 4 – New/Old Business 
No new items were discussed.  

Agenda Item 5 – Next Meeting April 16th 
Next meeting will take place on April 16, 2020.  
 
Agenda Item 6 – Adjournment 
There being no further business, the meeting was adjourned at 3:30 p.m. 
 
 
 
Respectfully submitted, 

Jared Barker, Secretary 



 

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 
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Teleconference 

 
•  A G E N D A  •  

 
1:30 – 3:30pm 

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

2. SPP Market Monitoring Unit Proposal .............................................................. Keith Collins / Will Vestal 

3. Tariff Changes for TCR Exposure Calculation (ACTION) ...................................................... Mark Holler 

4. New/Old Business .................................................................................................................. Mark Holler 

5. Next Meeting April 16th .......................................................................................................... Mark Holler 

6. Adjournment ........................................................................................................................... Mark Holler 
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2MMU

MMU PROPOSAL

• The market monitor would like to respectfully submit an alternative 
phase one reference price proposal: 

1. Retain the current reference price methodology, and
2. Incorporate a $0.10 minimum financial security requirement per 

megawatt hour

• To be clear, the market monitor believes our current proposal is only 
one phase of a two-phase solution.  

• In our opinion, the implementation of both phases is necessary. 



3MMU

CREDIT RISK

• The SPP congestion hedging markets contain at least three 
principal areas of credit risk: leverage, volatility, and liquidity. 

• These risk factors, along with others, manifest in credit risk 
for individual participants and all participants collectively 
through the credit policy’s counterparty provisions. 

• In the following slides we will provide the rationale for our 
proposal by specifically speaking to these three risk areas.



4MMU

LEVERAGE

• We believe our proposal, along with the Staff and Committee 
proposals, each aid in addressing the leverage associated 
with position size by incorporating position minimums into 
initial margin requirements.  



5MMU

VOLATILITY

• All of the current proposals fail to addresses the risk associated with potential 
changes in volatility. 

• When present and future conditions deviate from those previously observed, financial 
security that once seemed prudent, may later seem quite imprudent. 

• The source and scale of the potential volatility stems from the nonlinear computation 
employed in electricity market price formation.  
• Said another way, wholesale electricity prices contain their own, separate, leveraged 

characteristics.

• Mitigating this risk is the central rationale behind our 2018 recommendation, 
“Enhance credit rules to account for known information in assessments.”   



6MMU

LIQUIDITY

• The market monitor views the Committee proposal as 
inappropriate because it increases the market’s exposure to 
liquidity risk. 

• This statement is not theoretical, but mechanical. 

• Counter-flow positions carry more liquidity risk than 
prevailing flow positions. 
• 2018 Annual state of the Market, Section 8.1.2



7MMU

SUMMARY

• We believe the market monitor’s proposal is more appropriate 
than the Committee’s proposal because it incorporates the 
liquidity risk mitigation aspects of the current credit policy, which 
requires higher levels of financial security when undertaking 
positions that have historically contained elevated liquidity risk. 

• We also see our proposal as more conservative than the 
Committee proposal because the liquidity risk mitigation aspects 
of the current credit policy also indirectly mitigate some of the 
credit risk exposure stemming from price volatility.
• We consider Staff’s proposal more conservative than the MMU 

proposal in this regard  



8MMU

SUMMARY

• Under the market monitor’s proposal many participant’s 
financial security requirements would be unchanged.  

• This means the overwhelming majority of the newly required 
financial security will come from those participants whose 
portfolios currently require little or no financial security. 



9MMU

SUMMARY

• For these reasons, and others, we believe the Committee’s proposal is unlikely to 
receive approval by the Federal Energy Regulatory Commission.

• Additionally, we believe Staff’s proposal is unlikely to proceed out of Committee. 
• While more conservative than the MMU proposal and the Committee’s proposal, we 

believe Staff’s proposal could materially impact auction clearing prices as participants 
would likely adjust their bids to account for the increased opportunity cost of capital.

• The MMU proposal would limit staff’s phase one development and testing efforts
• The time saved could be focused toward phase two 

• We see our proposal as a comprise between the Committee proposal and the Staff 
proposal and merely a component of the Committee’s phase one recommendation 
package.



10MMU

SUMMARY

• Furthermore, the market monitor recommends the phase one 
filing include a provision outlining the phase one and phase 
two timelines.

• We believe the provision will help ensure continued progress 
on these issues.
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APPENDIX
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APPENDIX



COLLATERAL C  

ACQUISITION CURRENT 

ENTITY  MWH  ACQUISITION COST 

 CURRENT TARIFF 
EXPOSURE CALC (Incl. 

Acq.) 
AO1 22,825,685            (109,352)$                      -$                                
AO10 2,155,162              (23,261)$                         -$                                
AO13 1,582,219              -$                                -$                                
AO18 846,745                  (692,580)$                      -$                                
AO19 724,031                  -$                                -$                                
AO20 583,787                  -$                                -$                                
AO23 467,196                  -$                                -$                                
AO25 393,399                  -$                                -$                                
AO26 374,527                  -$                                -$                                
AO27 343,687                  (2,184,908)$                   -$                                
AO28 323,535                  -$                                -$                                
AO3 15,588,334            -$                                -$                                
AO31 275,514                  (234,356)$                      -$                                
AO34 99,646                    -$                                -$                                
AO36 12,728                    -$                                -$                                
AO4 13,716,364            (2,771,691)$                   -$                                
AO5 9,878,785              -$                                -$                                
AO6 7,805,655              -$                                -$                                
AO8 5,275,062              (57,993)$                         -$                                
FO13 3,858,162              (1,294,034)$                   -$                                
FO15 3,226,765              (859,149)$                      -$                                
FO16 3,174,095              (1,843,324)$                   -$                                
FO24 700,163                  (573,681)$                      -$                                
FO25 365,115                  (302,260)$                      -$                                
FO3 19,175,026            (4,961,030)$                   -$                                
FO34 128,947                  (49,313)$                         -$                                
FO38 33,600                    (55,436)$                         -$                                
FO39 30,202                    (29,104)$                         -$                                

A B



FO6 9,039,237              -$                                -$                                
FO8 8,581,674              (8,064,928)$                   -$                                
FO9 8,014,464              (1,337,733)$                   -$                                
AO33 148,967                  (2,064)$                           (975)$                              
FO30 159,854                  (83,109)$                         (4,487)$                           
FO20 1,748,676              (726,657)$                      (5,674)$                           
FO36 79,165                    (22,919)$                         (7,916)$                           
FO33 129,781                  -$                                (16,450)$                         
FO41 5,304                      (2,912)$                           (34,485)$                         
FO29 203,791                  (40,786)$                         (48,821)$                         
FO31 149,442                  (97,416)$                         (49,976)$                         
FO26 336,144                  (996,916)$                      (61,443)$                         
FO37 50,774                    (37,094)$                         (67,594)$                         
FO18 2,109,665              (580,885)$                      (74,312)$                         
FO40 27,080                    -$                                (105,499)$                      
FO17 2,335,004              (275,026)$                      (108,417)$                      
FO28 228,331                  (61,378)$                         (117,796)$                      
FO27 294,307                  (313,482)$                      (135,859)$                      
FO21 1,094,829              (5,213,403)$                   (136,907)$                      
AO15 1,360,325              (3,486,735)$                   (137,717)$                      
AO30 286,225                  (3,266)$                           (154,970)$                      
AO7 7,676,411              (941,822)$                      (201,049)$                      
AO22 499,166                  (59,033)$                         (217,367)$                      
AO32 223,849                  -$                                (230,726)$                      
AO35 72,679                    -$                                (238,539)$                      
FO35 83,003                    (41,591)$                         (352,529)$                      
AO29 309,311                  (706,418)$                      (397,991)$                      
FO32 137,804                  (186,555)$                      (494,039)$                      
AO11 2,074,745              (1,143,592)$                   (524,024)$                      
FO22 1,084,130              (763,987)$                      (792,214)$                      
AO17 1,300,311              (671,144)$                      (890,368)$                      
FO7 9,018,584              (1,611,394)$                   (892,744)$                      
AO16 1,330,654              -$                                (1,175,900)$                   
AO2 21,874,989            (10,228)$                         (1,261,325)$                   
AO21 508,688                  -$                                (1,381,930)$                   
FO10 6,233,634              (1,873,532)$                   (1,953,990)$                   
FO23 962,098                  (1,314,398)$                   (2,060,263)$                   



FO12 4,834,768              (2,516,539)$                   (2,153,249)$                   
FO5 9,795,172              (6,725,105)$                   (2,335,432)$                   
AO24 458,129                  (633,210)$                      (2,450,299)$                   
AO14 1,504,756              (11,444)$                         (2,756,579)$                   
AO9 3,778,090              (262,730)$                      (3,365,883)$                   
FO19 2,036,911              (1,496,943)$                   (3,765,812)$                   
AO12 1,597,745              (160,893)$                      (4,000,783)$                   
FO1 35,440,786            (15,718,804)$                 (4,793,632)$                   
FO4 11,098,409            (10,460,637)$                 (6,493,269)$                   
FO14 3,318,223              (4,343,826)$                   (7,519,717)$                   
FO11 5,164,302              (1,598,793)$                   (8,619,358)$                   
FO2 28,015,688            (11,429,719)$                 (17,787,016)$                 
TOTAL 310,780,203          (102,070,519)$              (80,375,324)$                

TOTAL 310,780,203          (102,070,519)$              (80,375,324)$                



 OMPONENTS C  

VAR MINIMUM MMU

 5TH PERCENTILE  

 $0.10 MINIMUM 
PORTFOLIO (NO 
ACQUISITION) 

 LEAST OF (CURRENT TARIFF 
EXPOSURE) 

-$                             (2,282,568)$                    (2,282,568)$                              
-$                             (215,516)$                       (215,516)$                                 
-$                             (158,222)$                       (158,222)$                                 
-$                             (84,674)$                          (84,674)$                                    
-$                             (72,403)$                          (72,403)$                                    
-$                             (58,379)$                          (58,379)$                                    
-$                             (46,720)$                          (46,720)$                                    
-$                             (39,340)$                          (39,340)$                                    
-$                             (37,453)$                          (37,453)$                                    
-$                             (34,369)$                          (34,369)$                                    
-$                             (32,354)$                          (32,354)$                                    
-$                             (1,558,833)$                    (1,558,833)$                              
-$                             (27,551)$                          (27,551)$                                    
-$                             (9,965)$                            (9,965)$                                      
-$                             (1,273)$                            (1,273)$                                      
-$                             (1,371,636)$                    (1,371,636)$                              
-$                             (987,878)$                       (987,878)$                                 
-$                             (780,566)$                       (780,566)$                                 
-$                             (527,506)$                       (527,506)$                                 
-$                             (385,816)$                       (385,816)$                                 

(5,977)$                       (322,677)$                       (322,677)$                                 
-$                             (317,409)$                       (317,409)$                                 
-$                             (70,016)$                          (70,016)$                                    
-$                             (36,511)$                          (36,511)$                                    
-$                             (1,917,503)$                    (1,917,503)$                              
-$                             (12,895)$                          (12,895)$                                    
-$                             (3,360)$                            (3,360)$                                      
-$                             (3,020)$                            (3,020)$                                      

C B or DD



-$                             (903,924)$                       (903,924)$                                 
-$                             (858,167)$                       (858,167)$                                 
-$                             (801,446)$                       (801,446)$                                 
-$                             (14,897)$                          (14,897)$                                    
-$                             (15,985)$                          (15,985)$                                    
-$                             (174,868)$                       (174,868)$                                 
-$                             (7,916)$                            (7,916)$                                      
-$                             (12,978)$                          (16,450)$                                    

(11,103)$                     (530)$                               (34,485)$                                    
-$                             (20,379)$                          (48,821)$                                    

(4,479)$                       (14,944)$                          (49,976)$                                    
-$                             (33,614)$                          (61,443)$                                    

(13,054)$                     (5,077)$                            (67,594)$                                    
-$                             (210,967)$                       (210,967)$                                 

(28,814)$                     (2,708)$                            (105,499)$                                 
-$                             (233,500)$                       (233,500)$                                 
-$                             (22,833)$                          (117,796)$                                 

(17,180)$                     (29,431)$                          (135,859)$                                 
(448,254)$                   (109,483)$                       (136,907)$                                 

-$                             (136,032)$                       (137,717)$                                 
-$                             (28,623)$                          (154,970)$                                 
-$                             (767,641)$                       (767,641)$                                 
-$                             (49,917)$                          (217,367)$                                 
-$                             (22,385)$                          (230,726)$                                 

(33,585)$                     (7,268)$                            (238,539)$                                 
(94,582)$                     (8,300)$                            (352,529)$                                 

(9,825)$                       (30,931)$                          (397,991)$                                 
(8,038)$                       (13,780)$                          (494,039)$                                 

-$                             (207,474)$                       (524,024)$                                 
(169,955)$                   (108,413)$                       (792,214)$                                 

(75,464)$                     (130,031)$                       (890,368)$                                 
-$                             (901,858)$                       (901,858)$                                 

(204,602)$                   (133,065)$                       (1,175,900)$                              
-$                             (2,187,499)$                    (2,187,499)$                              

(29,217)$                     (50,869)$                          (1,381,930)$                              
-$                             (623,363)$                       (1,953,990)$                              

(15,430)$                     (96,210)$                          (2,060,263)$                              



(345,331)$                   (483,477)$                       (2,153,249)$                              
(187,050)$                   (979,517)$                       (2,335,432)$                              
(435,361)$                   (45,813)$                          (2,450,299)$                              

(57,124)$                     (150,476)$                       (2,756,579)$                              
-$                             (377,809)$                       (3,365,883)$                              

(233,903)$                   (203,691)$                       (3,765,812)$                              
(353,862)$                   (159,774)$                       (4,000,783)$                              

-$                             (3,544,079)$                    (4,793,632)$                              
(439,406)$                   (1,109,841)$                    (6,493,269)$                              
(670,355)$                   (331,822)$                       (7,519,717)$                              
(768,085)$                   (516,430)$                       (8,619,358)$                              
(299,939)$                   (2,801,569)$                    (17,787,016)$                            

(4,959,973)$               (31,078,020)$                 (96,293,507)$                            

(4,959,973)$               (31,078,020)$                 (96,293,507)$                            



COLLATERAL PROPOSALS

CPWG STAFF*

 LEAST OF (AT 5TH 
PERCENTILE) 

(2,282,568)$                              (1,250,636)$                              
(215,516)$                                 (131,019)$                                 
(158,222)$                                 (79,111)$                                    

(84,674)$                                    (734,917)$                                 
(72,403)$                                    (36,202)$                                    
(58,379)$                                    (29,189)$                                    
(46,720)$                                    (23,360)$                                    
(39,340)$                                    (19,670)$                                    
(37,453)$                                    (18,726)$                                    
(34,369)$                                    (2,202,092)$                              
(32,354)$                                    (16,177)$                                    

(1,558,833)$                              (779,417)$                                 
(27,551)$                                    (248,132)$                                 

(9,965)$                                      (4,982)$                                      
(1,273)$                                      (636)$                                         

(1,371,636)$                              (3,457,510)$                              
(987,878)$                                 (493,939)$                                 
(780,566)$                                 (390,283)$                                 
(527,506)$                                 (321,746)$                                 
(385,816)$                                 (1,486,942)$                              
(322,677)$                                 (1,020,487)$                              
(317,409)$                                 (2,002,029)$                              

(70,016)$                                    (608,689)$                                 
(36,511)$                                    (320,516)$                                 

(1,917,503)$                              (5,919,781)$                              
(12,895)$                                    (55,760)$                                    

(3,360)$                                      (57,116)$                                    
(3,020)$                                      (30,614)$                                    

C or D B or A+D



(903,924)$                                 (451,962)$                                 
(858,167)$                                 (8,494,012)$                              
(801,446)$                                 (1,738,456)$                              

(14,897)$                                    (9,512)$                                      
(15,985)$                                    (91,102)$                                    

(174,868)$                                 (814,091)$                                 
(7,916)$                                      (26,877)$                                    

(12,978)$                                    (16,450)$                                    
(11,103)$                                    (34,485)$                                    
(20,379)$                                    (50,975)$                                    
(14,944)$                                    (104,888)$                                 
(33,614)$                                    (1,013,723)$                              
(13,054)$                                    (67,594)$                                    

(210,967)$                                 (686,369)$                                 
(28,814)$                                    (105,499)$                                 

(233,500)$                                 (391,777)$                                 
(22,833)$                                    (117,796)$                                 
(29,431)$                                    (328,197)$                                 

(448,254)$                                 (5,268,144)$                              
(136,032)$                                 (3,554,751)$                              

(28,623)$                                    (154,970)$                                 
(767,641)$                                 (1,325,643)$                              

(49,917)$                                    (217,367)$                                 
(22,385)$                                    (230,726)$                                 
(33,585)$                                    (238,539)$                                 
(94,582)$                                   (352,529)$                                 
(30,931)$                                    (721,883)$                                 
(13,780)$                                    (494,039)$                                 

(207,474)$                                 (1,247,329)$                              
(169,955)$                                 (818,194)$                                 
(130,031)$                                 (890,368)$                                 
(901,858)$                                 (2,062,323)$                              
(204,602)$                                 (1,175,900)$                              

(2,187,499)$                              (1,261,325)$                              
(50,869)$                                    (1,381,930)$                              

(623,363)$                                 (2,185,214)$                              
(96,210)$                                    (2,060,263)$                              



(483,477)$                                 (2,758,277)$                              
(979,517)$                                 (7,214,864)$                              
(435,361)$                                 (2,450,299)$                              
(150,476)$                                 (2,756,579)$                              
(377,809)$                                 (3,365,883)$                              
(233,903)$                                 (3,765,812)$                              
(353,862)$                                 (4,000,783)$                              

(3,544,079)$                              (17,490,843)$                            
(1,109,841)$                              (11,015,557)$                            

(670,355)$                                 (7,519,717)$                              
(768,085)$                                 (8,619,358)$                              

(2,801,569)$                              (17,787,016)$                            
(32,911,158)$                            (150,669,868)$                         

(32,911,158)$                            (150,669,868)$                         



SETTLEMENT SETTLEMENT

 ALL TCR CHARGE TYPES FOR 
2018/2019 TCR YEAR 

 HIGHEST MONTHLY 
SETTLEMENT LIABILITY (TCR 

CHARGE TYPES ONLY) 

87,122,253$                               1,290,461$                                  
3,673,470$                                  15,643$                                       

16,581,450$                               330,907$                                     
4,644,489$                                  8,197$                                          
3,690,898$                                  29,136$                                       
2,990,390$                                  19,981$                                       
2,138,350$                                  11,789$                                       
1,341,686$                                  38,321$                                       
3,355,629$                                  127,074$                                     

518,050$                                     (190,862)$                                    
581,678$                                     12,147$                                       

54,317,903$                               557,557$                                     
674,033$                                     22,392$                                       

4,706,517$                                  81,231$                                       
214,870$                                     815$                                             

58,672,982$                               1,559,086$                                  
28,391,041$                               792,447$                                     
20,964,399$                               (992,874)$                                    
24,090,023$                               981,995$                                     

(218,553)$                                    (629,499)$                                    
1,813,728$                                  (101,121)$                                    

62,621$                                       (158,311)$                                    
738,258$                                     (105,024)$                                    

(2,961)$                                        (30,976)$                                      
5,421,189$                                  (321,164)$                                    
1,499,406$                                  24,991$                                       

(15)$                                              (47,502)$                                      
90,940$                                       (41,310)$                                      



23,493,095$                               115,915$                                     
(131,955)$                                    (183,061)$                                    

1,771,228$                                  (112,459)$                                    
821,850$                                     1,745$                                          

8,290$                                          (43,003)$                                      
1,601,624$                                  (291,062)$                                    

847,835$                                     (27,752)$                                      
110,130$                                     (4,455)$                                        

29,486$                                       (5,595)$                                        
433,037$                                     (856)$                                            
668,272$                                     4,087$                                          
446,138$                                     (94,978)$                                      

2,605$                                          2,605$                                          
450,171$                                     (304,567)$                                    
(10,517)$                                      (6,849)$                                        

(2,384)$                                        (654,741)$                                    
277,202$                                     (47,841)$                                      
224,354$                                     (32,966)$                                      

(114,412)$                                    (168,410)$                                    
4,681,863$                                  (22,637)$                                      

605,949$                                     13,984$                                       
46,004,445$                               949,782$                                     
10,470,059$                               357,652$                                     

262,897$                                     (34,952)$                                      
320,709$                                     (26,722)$                                      

(141,180)$                                    (135,135)$                                    
99,859$                                       (63,414)$                                      

259,902$                                     (46,800)$                                      
19,826,397$                               218,781$                                     

673,449$                                     (131,671)$                                    
11,316,897$                               475,979$                                     

6,675,244$                                  (83,833)$                                      
830,844$                                     (39,230)$                                      

52,587,382$                               1,038,051$                                  
2,956,228$                                  (5,532)$                                        

(3,408,831)$                                (1,602,877)$                                
1,912,126$                                  (69,514)$                                      



16,404,734$                               (146,663)$                                    
4,956,230$                                  (219,427)$                                    

812,233$                                     (48,907)$                                      
4,688,967$                                  20,006$                                       

17,490,773$                               351,716$                                     
2,017,621$                                  (282,640)$                                    
9,196,021$                                  399,177$                                     

461,685$                                     (1,429,072)$                                
5,010,590$                                  (429,272)$                                    
(760,580)$                                    (394,181)$                                    

1,560,004$                                  (151,787)$                                    
8,988,278$                                  (475,795)$                                    

164,556,053$                             (3,116,905)$                                

164,556,053$                             (3,116,905)$                                
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Revision Request Form 
SPP STAFF TO COMPLETE THIS SECTION 

RR #:  Date: 3/24/2020 

RR Title: Minimum Portfolio Requirement 
System Changes  No    Yes  
Process Changes?  No    Yes 
Impact Analysis Required?  No    Yes 

SUBMITTER INFORMATION 

Name: Scott Smith on behalf of Credit Practices WG Company: Southwest Power Pool, Inc. 

Email: ssmith@spp.org Phone: 501-614-3339 
Only Qualified Entities may submit Revision Requests.   

Please select at least one applicable option below, as it applies to the named submitter(s). 

  SPP Staff  
  SPP Market Participant 
  SPP Member 
  An entity designated by a Qualified Entity to submit 

a Revision Request “on their behalf” 

  SPP Market Monitor 
  Staff of government authority with jurisdiction over 

SPP/SPP member 
  Rostered individual of SPP Committee, Task Force or 

Working Group 
  Transmission Customers or other entities that are parties to 

transactions under the Tariff 
REVISION REQUEST DETAILS 

Requested Resolution Timing:   Normal    Expedited    Urgent Action    

Reason for Expedited/Urgent Resolution:       

Type of Revision (select all that apply): 
 

  Correction 
 

  Clarification 
 

  Design Enhancement 
 

  New Protocol, Business Practice, Criteria, Tariff 

  NERC Standard Impact (Specifically state if 
revision relates to/or impacts NERC Standards, list 
standard(s)) 

       

  FERC Mandate  (List order number(s)) 

       
 

 

 

REVISION REQUEST RISK DRIVERS 

Are there existing risks to one or more SPP Members or the BES driving the need for this RR?   Yes  No   

If yes, provided details to explain the risk and timelines associated: 

  Compliance (Tariff, NERC, Other)       

  Reliability/Operations        

  Financial       
 
SPP Documents Requiring Revision:  
Please select your primary intended document(s) as well as all others known that could be impacted by the requested revision (e.g. 
a change to a protocol that would necessitate a criteria or business practice revision).   

  Market Protocols Section(s):  Protocol Version:  
  Operating Criteria Section(s):  Criteria Date:  
  Planning Criteria Section(s):  Criteria Date:  
  Tariff (OATT) Section(s): Attachment X, Articles 2 and 5A 
  Business Practice Business Practice Number:  

 

mailto:ssmith@spp.org
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  Integrated Transmission Planning (ITP) 
Manual Section(s): 

  Revision Request Process Section(s): 
  Minimum Transmission Design     

Standards for Competitive Upgrades (MTDS) Section(s): 

  Reliability Coordinator and Balancing 
Authority Data Specifications (RDS) Section(s): 

  SPP Communications Protocols Section(s): 

OBJECTIVE OF REVISION 

Objectives of Revision Request:   
Describe the problem/issue this revision request will resolve.  

TCR Final Reference Prices are used to determine the amount of financial security needed to acquire and hold a specific 
TCR.  TCR Final Reference Prices are calculated as the TCR Mean Price (the mean of the historical MCC values for a given TCR) 
minus the TCR Stress Test Price (the 90th percentile of the historical distribution when the TCR Mean Price is negative and 75th 
percentile when the TCR Mean Price is positive).  Negative Final Reference Prices reflect TCRs that historically have settled as 
liabilities (i.e. payments) for the TCR holders. Conversely, Positive Final Reference Prices historically have settled as assets for the 
TCR holders. The Final Reference Price is the primary determinant used to establish a TCR holder’s financial security requirement 
in a TCR auction. This requirement is calculated as the TCR Final Reference Price multiplied by the awarded MW.  Positive Final 
Reference Prices can result in the acquisition of large MWh volume TCR portfolios with little to no financial security 
requirement.  Furthermore, when the historical information results in a Positive Reference Price, it is feasible that sudden changes 
in congestion patterns could result in the TCR holder having significantly less financial security posted than actual settlement 
amount due. This scenario can increase the risk of non-payment default.  

Describe the benefits that will be realized from this revision. 

This revision request proposes to establish a $0.10 minimum portfolio requirement.  The $0.10 minimum portfolio requirement will 
set a floor of $0.10/MWh for the TCR holder’s entire portfolio of owned TCRs and would be compared to the requirement 
calculated using the Final Reference Price. The greatest requirement would be the financial security requirement.  This $0.10 
minimum portfolio requirement would reduce the risk of under-collateralization when changes in congestion patters occur as 
described above.  

The proposed $0.10 minimum portfolio requirement has been back-tested on 2018-2019 cleared TCRs from the annual auction in 
which 77 credit holders acquired TCRs. When using current Final Reference Price based requirements, 42 of the 77 credit holders 
had a less than $100,000 individual requirement and as a whole obtained a total of 145,000,000 MWh with less than $400,000 in 
total financial security coverage. To further quantify, 31 of the 42 credit holders obtained 140,000,000 MWh with $0 in total 
financial security requirement coverage. Using the proposed $0.10 minimum portfolio requirement would have resulted in an 
increase of $14,000,000 in financial security requirement for these same 42 entities.  The remaining 35 entities with a financial 
security requirement greater than $100,000 would see a total increase in financial security requirement of $1,600.000.  

The results from the back-testing show the majority of financial security requirement increases from the proposed $0.10 minimum 
portfolio requirement will come from credit holders whose portfolios currently require little or no financial security. 
 

REVISIONS TO SPP DOCUMENTS 
In the appropriate sections below, please provide the language from the current document(s) for which you are requesting 
revision(s), with all edits redlined.  

Market Protocols 

 

 

SPP Tariff (OATT) 
 

ARTICLE TWO 

Definitions 
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2.1 Definitions.  The following definitions apply in this Credit Policy.  Capitalized terms used 
herein and not defined herein shall be given the meaning assigned to them under the Tariff. 
 
Affiliate 
A business concern, organization, or individual is an affiliate of another business concern, 
organization, or individual, including a Credit Customer, that directly or indirectly: (a) has the power 
to control or is controlled by it; or (b) is under common control of a third party.  Elements of control 
include interlocking management or ownership, shared facilities and equipment, and common use of 
employees. 
 
Affiliated Credit Customers 
Credit Customers that are Affiliates. 
 
Agreements 
The Tariff, including this Credit Policy, any and all agreements entered into by the Credit Customer 
under, pursuant to or in connection with the Tariff and/or this Credit Policy, and any and all other 
Agreements to which SPP and the Credit Customer are parties. 
 
Auction Clearing Price 
This term shall have the meaning given in Attachment AE of the Tariff. 
 
Auction Revenue Right (ARR) 
This term shall have the meaning given in Attachment AE of the Tariff.   
 
Bid 
This term shall have the meaning given in Attachment AE of the Tariff. 
 
Business Day  
A day on which the Federal Reserve System is open for business. 
 
Cash Deposit 
Cash collateral provided to SPP to secure a Credit Customer’s performance under the Tariff, this 
Credit Policy, and/or any other Agreements, and any other cash to which the Credit Customer has 
title or rights in the possession of SPP (cash SPP has applied to payment of an obligation under the 
Tariff or Agreements is not cash to which a Credit Customer has title or rights). 
 
Central Prevailing Time 
As established by national time standards, either Central Standard Time or Central Day-Light Time. 
 
Composite Credit Score or Credit Score 
This term shall have the meaning given in Section 4.2. 
 
Credit and Security Agreement 
A legal document, outlining certain terms pursuant to which a security interest in certain collateral is 
granted to SPP, in the form incorporated herein as Appendix “B”. 
 
Credit Application 
The completed, executed, and submitted Credit Application in the form attached as Appendix “A” 
hereto, together with the Credit Information required under this Credit Policy.  
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Credit Assessment 
This term shall have the meaning given in Article Three. 
 
Credit Contact 
This term shall have the meaning given in Section 9.1. 
 
Credit Customer 
Any person that takes or seeks to take service under the Tariff including all Transmission Service or 
other services under the Tariff, including any market services. 
 
Credit Information 
This term shall have the meaning given in Section 1.2.3.   
 
Credit Ratings 
Rating assigned by a Rating Agency based on an obligor’s creditworthiness to pay financial 
obligations.  
 
Day-Ahead Market 
This term shall have the meaning given in Attachment AE of the Tariff. 
 
Day-Ahead Market Marginal Congestion Component (MCC)  
This term shall have the meaning given in Section 8.3.1.2 of Attachment AE of the Tariff. 
 
Default or Event of Default 
Any default under Article Eight or otherwise under this Credit Policy. 
 
Estimated TCR Exposure (ETCRE) 
This term shall have the meaning given in Section 5A.1.3. 
 
Estimated Virtual Exposure (“EVE”) 
This term shall have the meaning given in Section 4A.2.   
 
ETCRE Bid 
This term shall have the meaning given in Section 5A.4. 
 
ETCRE Hold 
This term shall have the meaning given in Section 5A.2. 
 
ETCRE Offer 
This term shall have the meaning given in Section 5A.5. 
 
Federal Power Marketing Agency 
For purposes of this Credit Policy, this term shall have the same definition that is set forth in the 
Federal Power Act at 16 U.S.C. § 796(19), which defines a "Federal power marketing agency" as 
"any agency or instrumentality of the United States (other than the Tennessee Valley Authority) 
which sells electric energy[.]" 
 
FERC 
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The Federal Energy Regulatory Commission. 
 
Financial Security 
A Cash Deposit, Irrevocable Letter of Credit, or Federal Power Marketing Agency Letter in amount 
and in forms as described in Article Seven of this Credit Policy, provided by a Credit Customer to 
SPP as security. 
 
Financial Statements 
This term shall have the meaning given in Section 3.1.1.1.   
 
Guarantor 
An entity that guarantees the obligation of another entity under a Guaranty. 
 
Guaranty 
A legal document used by an Affiliate of a Credit Customer pursuant to Article Six to guarantee the 
obligations of such Credit Customer for the benefit of SPP. 
 
Incremental Long-Term Congestion Right (ILTCR) 
This term shall have the meaning given in Part I. Section 1 of this Tariff. 
 
Irrevocable Letter of Credit 
An irrevocable standby letter of credit, with SPP as beneficiary, substantially in the form attached 
as Appendix “C” to this Credit Policy and reasonably acceptable to SPP. 
 
Large Company Credit Customers or Large Company 
This term shall have the meaning given in Section 4.2.1. 
 
Locational Marginal Price 
This term shall have the meaning given in Attachment AE of the Tariff. 
 
Long-Term Congestion Right (LTCR) 
This term shall have the meaning given in Attachment AE of this Tariff. 
 
Market Exposure 
This term has the meaning given in Section 5.2.1. 
 
Material  
The lesser of (i) the materiality standard established by the certified public accounting firm 
performing the Credit Customer’s annual audit, (ii) an amount that equals or exceeds 
five percent (5%) of the Credit Customer’s Tangible Net Worth using the last audited financial 
statements, calculated in accordance with generally acceptable accounting principles; and (iii) a 
change, event, proceeding, or other occurrence, that results (or if adversely determined could result) 
in a change of five percent (5%) or more in the Credit Customer’s Tangible Net Worth compared to 
the Tangible Net Worth of the Credit Customer using the last audited financial statements, 
calculated in accordance with generally acceptable accounting principles. 
 
Material Adverse Change 
This term shall have the meaning given in Section 3.2.7.  
 



 

 Page 6 of 16 

 

Minimum Offer Segment  
This term shall have the meaning given in Section 5A.5.3. 
 
Minimum Segment Hold  
This term shall have the meaning given in Section 5A.4.3. 
 
Minimum TCR Collateral Requirement 
This term has the meaning given in Section 5A.3.6. 
 
Not-For Profit Credit Customers or Not-For-Profit 
This term shall have the meaning given in Section 4.2.3. 
 
Offer 
This term shall have the meaning given in Attachment AE of the Tariff. 
 
Operating Day 
This term shall have the meaning given in Attachment AE of the Tariff. 
 
Operating Hour 
This term shall have the meaning given in Attachment AE of the Tariff. 
 
Peak Market Activity Day 
The day in which a Credit Customer’s calculated charges owed to SPP are the greatest, over a 
specified period.  
 
Potential Exposure Window 
The number of days of credit exposure for a Credit Customer equal to the sum of days of service 
that have been invoiced but not paid, days of service that have been calculated but not invoiced, 
days of service in the cure period, and days before service can be terminated. 
 
Qualitative Score 
This term has the meanings applicable under Article Four.  
 
Quantitative Score 
This term has the meanings applicable under Article Four. 
 
Rating Agency(ies) 
Any Rating Agency that is a “Nationally Recognized Statistical Rating Organizations” as defined 
by the US Securities Exchange Commission.  Currently there are four — Dominion Bond Rating 
Service Ltd., Fitch, Inc., Moody's Investors Service, and the Standard & Poor's Division of the 
McGraw Hill Companies Inc. 
 
Real-Time 
This term shall have the meaning given in Attachment AE of the Tariff. 
 
Real-Time Balancing Market 
This term shall have the meaning given in Attachment AE of the Tariff. 
 
SEC 
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The Securities and Exchange Commission. 
 
Settlement Location 
This term shall have the meaning given in Attachment AE of the Tariff. 
 
Settlement Statement 
This term shall have the meaning given in Attachment AE of the Tariff. 
 
Small Company Credit Customers or Small Company 
This term shall have the meaning given in Section 4.2.2. 
 
Tangible Net Worth 
This term shall have the meaning given in Section 4.3.   
 
TCR Final Reference Price 
This term shall have the meaning given in Section 5A.2.1. 
 
TCR Mean Price 
This term shall have the meaning given in Section 5A.2.1. 
 
TCR Portfolio Credit Requirement 
This term shall have the meaning given in Section 5A.3. 
 
TCR Stress Test Price 
This term shall have the meaning given in Section 5A.2.1. 
 
Total Credit Limit 
This term shall have the meaning given in Section 4.5. 
 
Total Potential Exposure or TPE 
SPP’s estimate of the Credit Customer’s current or anticipated transaction activity and resulting 
obligations for all services under the Tariff or otherwise, excluding Transmission Congestion 
Rights activity.  
 
Total Potential Exposure Violation 
This term shall have the meaning given in Section 5.4.1.   
 
Total TCR Credit Requirement 
Total TCR Credit Requirement is the amount of Financial Security a Credit Customer must provide 
in order to support the TCR positions that it holds and/or for which it is submitting Bids and Offers.   
 
Transmission Congestion Right (TCR)  
This term shall have the meaning given in Attachment AE of the Tariff. 
 
Transmission Congestion Right Auction (TCR Auction) 
This term shall have the meaning given in Attachment AE of the Tariff. 
 
Transmission Service Potential Exposure 
This term shall have the meaning give in Section 5.2.2. 
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Unsecured Credit Allowance 
This term shall have the meaning given in Section 4.3. 
 
Virtual Energy Bid,  
This term shall have the meaning given in Attachment AE of the Tariff. 
 
Virtual Energy Offer 
This term shall have the meaning given in Attachment AE of the Tariff. 
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ARTICLE FIVE A 
Transmission Congestion Rights (TCRs) 

5A.1 Overview.  
 

5A.1.1 Transmission Congestion Rights create potential exposure of non-payment, 
and therefore, have a credit requirement.  SPP will establish a Total TCR 
Credit Requirement for each Credit Customer holding TCRs or participating 
in a TCR Auction.  A Credit Customer may satisfy its Total TCR Credit 
Requirement by providing Financial Security.  Unsecured Credit is not 
available to support a Credit Customer’s holding of TCRs or activity in TCR 
Auctions.  Additionally, SPP’s prior approval is required for a Credit Customer 
to acquire or transfer TCRs through bilateral transactions.   

 
5A.1.2 To establish the credit requirement associated with TCRs, SPP analyzes:  (i) 

the TCRs the Credit Customer holds (including TCRs held via self-conversion 
from ARRs); (ii) the Credit Customer’s Bids and Offers for TCRs in the TCR 
Auctions; (iii) TCR payments or charges for which settlement has been 
calculated but not yet invoiced; and (iv) TCR payments or charges for which 
an invoice has been issued but payment has not occurred.   

 
(a) SPP calculates the potential exposure associated with the full portfolio 

of TCRs that are held by the Credit Customer including TCRs obtained 
from LTCRs and ILTCRs.   

 
(b) SPP evaluates individually each TCR Bid in the TCR Auctions to 

ensure that the Credit Customer has sufficient Financial Security to 
cover the credit requirements to purchase and hold the TCR.  Only the 
TCR Bids for which the Credit Customer has sufficient Financial 
Security will be credit approved for consideration in the TCR Auction.   

 
(c) SPP evaluates individually each TCR Offer in the TCR Auctions to 

ensure that the Credit Customer has sufficient Financial Security to 
cover any credit requirements associated with the Offer and the credit 
requirements for the retained TCR portfolio that would result if the 
TCR Offer clears in the TCR Auction.  Only the TCR Offers for which 
the Credit Customer has sufficient Financial Security will be credit 
approved for consideration in the TCR Auction.   

 
(d) Additionally, SPP analyzes the credit requirements associated with 

TCRs that are the subject of a proposed bilateral transfer prior to 
providing approval of such transfers.  SPP approval of a bilateral 
transfer for TCRs is required for such bilateral transfers to be 
completed.   

 
5A.1.3 As part of the determination of the credit requirement associated with TCRs, 

SPP calculates the Estimated TCR Exposure (ETCRE), which is an estimate 
of the potential value of the TCR over the life of the TCR.  In the case of a 
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TCR associated with a LTCR or ILTCR, the life of the TCR shall be 
considered one year.  It will be calculated for all TCRs the Credit Customer 
holds, the Credit Customer’s TCR Bids and TCR Offers, proposed TCR 
bilateral transfers, and TCRs acquired through ARR self-conversion.  SPP will 
determine the credit requirement associated with TCRs and whether the Credit 
Customer has available Financial Security to support its TCR activity.  After 
the close of a TCR Auction and on an ongoing basis, SPP will update the Credit 
Customer’s Total TCR Credit Requirement associated with TCRs to reflect the 
actual TCRs the Credit Customer holds and TCR Auction results, including 
the costs to acquire or sell TCRs in a TCR Auction.  

 
5A.1.4 This Article addresses the calculation of the Total TCR Credit Requirement 

associated with TCRs, including the ETCRE calculations for the TCRs the 
Credit Customer holds and the Credit Customer’s Bids and Offers for TCRs in 
the TCR Auctions and the acquisition and disposal costs of the TCR in the 
TCR Auctions; as well as the TCR payments or charges for which settlement 
has been calculated but not yet invoiced; and the TCR payments or charges for 
which an invoice has been issued but payment has not occurred.  This Article 
also addresses the determination whether a Credit Customer has sufficient 
Financial Security available for the Credit Customer’s proposed TCR Auction 
activity or proposed bilateral transfers of TCRs.   

 
5A.2 Calculation of Estimated TCR Exposure (ETCRE) for TCRs that a Credit Customer 

Holds (ETCRE Hold).  SPP will calculate the ETCRE Hold, which is an estimate of the 
potential value (positive or negative) of the TCR contract for the term of the TCR, for TCRs 
that a Credit Customer holds.  A negative ETCRE Hold means SPP estimates that the potential 
value of the TCR will result in a payment by the Credit Customer.  A positive ETCRE Hold 
means SPP estimates that the potential value of the TCR will result in a payment to the Credit 
Customer.  The ETCRE Hold calculation is determined for each TCR on an individual basis.  
ETCRE Hold is the product of the TCR Final Reference Price times the TCR megawatts.  SPP 
will calculate the TCR Final Reference Price for each TCR based on the difference of 
historical Day-Ahead Market Marginal Congestion Cost (MCC) between the TCR source and 
TCR sink.  

 
5A.2.1 TCR Final Reference Price.  For a given source and sink combination and with 

respect to time (season or month) and class (on-peak and off-peak), the TCR Final 
Reference Price has two components:  (i) a TCR Mean Price; and (ii) a TCR Stress 
Test Price.  The Final Reference Price is the TCR Mean Price minus the TCR Stress 
Test Price.   

 
5A.2.1.1 Both the TCR Mean Price and TCR Stress Test Price are determined 

using the Day-Ahead Market Marginal Congestion Component (MCC) 
prices from the prior two years.  Each year of the prior two year period 
will be weighted, with the more recent year receiving a 75% weighting 
and the more distant year receiving a 25% weighting.  The MCC prices 
used in the calculations for a TCR match the definition of the TCR with 
respect to time (season or month) and class (on-peak and off-peak).  
Historical MCC prices to be used for the more recent year will only be 
used if the specific time period (season or month) has been completed, 
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i.e. no partial period MCC prices will be used to calculate Final 
Reference Prices.   

 
5A.2.1.1.1 A TCR Final Reference Price determination is used in 

the calculations for ETCRE Hold, ETCRE Bid, and 
ETCRE Offer calculations.  For each such calculation, 
the prior two year period used in the calculation is 
measured from the time of the calculation.  ETCRE 
Hold calculations will be updated to reflect updated 
prior two year periods for a given TCR as MCC prices 
are completed for a season or month that previously was 
not included in the prior two year period.   

 
5A.2.1.2 The TCR Mean Price is the sum of 75% of the mean of the hourly Day-

Ahead Market MCC difference calculated as the sink MCC minus the 
source MCC for the more recent year in the prior two year period plus 
25% of the mean of the hourly Day-Ahead Market MCC difference 
calculated as the sink MCC minus the source MCC for the more distant 
year in the prior two year period. 

 
5A.2.1.3 The TCR Stress Test Price calculation differs for TCRs with positive 

and negative Mean Prices.  For a TCR with a negative TCR Mean 
Price, the TCR Stress Test Price is the 90th  percentile of the opposite 
flow value (i.e. source MCC minus sink MCC) in the prior two year 
period.  For a TCR with a positive TCR Mean Price, the TCR Stress 
Test Price is the 75th percentile of the opposite flow value (i.e. source 
MCC minus sink MCC) in the prior two year period.  The TCR Stress 
Test Price has a minimum value of zero and thus can never increase the 
TCR Final Reference Price. 

 
5A.2.2 Calculation of TCR Final Reference Price during the Initial Two-Years of the 

Integrated Marketplace.  Prior to the accumulation of complete MCC data sufficient 
to calculate the TCR Final Reference Price pursuant to Section 5A.2.1, to calculate 
both the Mean Price and Stress Test Price, to the extent complete MCC price data for 
the applicable prior two year period is not available, SPP will use the applicable 
historical energy imbalance service price differences.   

 
5A.2.3 Calculation of TCR Final Reference Price for New Settlement Locations.  When 

a new Settlement Location is created, SPP will use a proxy price based on the system 
average Day-Ahead Market MCC to calculate the TCR Mean Price and TCR Stress 
Test Price for the new Settlement Location.  The system average Day-Ahead Market 
MCC for each defined TCR is the mean of the hourly Day-Ahead Market MCC for all 
Settlement Locations for which a Day-Ahead Market MCC exists for each hour in the 
prior two year period for a defined TCR. Based on a two year weighted average 
approach, the proxy will be blended with actual data after the first year. 

 
5A.3 TCR Portfolio Credit Requirement.  The Financial Security required for a Credit 

Customer’s TCR portfolio is the TCR Portfolio Credit Requirement and is one component of 
the Total TCR Credit Requirement.  The TCR Portfolio Credit Requirement is the lesser of 
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(a) sum of (i) the sum of the ETCRE Hold values for each TCR in the Credit Customer’s TCR 
portfolio; (ii) the portion of the cost to acquire each TCR in a TCR Auction that has not yet 
been settled; and (iii) the disposal cost for TCR Offers that clear a TCR Auction that has not 
yet been settled, or (b) the Minimum TCR Collateral Requirement..   

 
5A.3.1 The sum of the ETCRE Hold values for each TCR in the Credit Customer’s TCR 

portfolio used in the calculation of the TCR Portfolio Credit Requirement is equal to 
the net sum of the ETCRE Hold values for each TCR in the Credit Customer’s TCR 
portfolio, with individual positive and negative ETCRE Hold values netted, for a time 
period greater than the last settled operating day with the most negative net sum of 
ETCRE Hold values of the Credit Customer’s TCR portfolio.  For a TCR with a term 
longer than a month, the ETCRE Hold for each month of the TCR is equal to the total 
ETCRE Hold for the TCR divided by the number of months of the term of the TCR.  
SPP calculates the ETCRE Hold each day for which at least one TCR in the portfolio 
is valid.  

 
5A.3.2 The portion of the acquisition cost to acquire each TCR in a TCR Auction that has not 

yet been settled includes the amounts that the Credit Customer is required to pay for 
TCRs it acquires in a TCR Auction, that have not yet been settled, and does not include 
amounts that may be owed to a Credit Customer to acquire a TCR.  For TCRs acquired 
through self-converted ARRs, the acquisition cost is zero.  For TCRs acquired through 
a bilateral transfer the acquisition cost is zero for the buyer because the acquisition 
cost remains the responsibility of the participant who originally acquired the TCR in 
a TCR Auction.   

 
5A.3.3 The portion of the disposal cost for each TCR Offer that clears a TCR Auction that 

has not yet been settled is the portion of a Credit Customer’s loss associated with the 
difference between the Offer price and the original Auction Clearing Price for the TCR 
that is the subject of the TCR Offer.  For TCRs acquired pursuant to a bilateral transfer 
that are the subject of a TCR Offer, zero will be used for the Auction Clearing Price 
for this calculation.   

 
5A.3.4 Except in the case of ARRs self-converted to TCRs, only negative TCR Portfolio 

Credit Requirements are included in the Total TCR Credit Requirement.  If the TCR 
Portfolio Credit Requirement is a positive value it does not diminish the Financial 
Security requirement for TCRs and zero will be used for the TCR Portfolio Credit 
Requirement in the calculation of the Total TCR Credit Requirement. 

 
5A.3.5 Both positive and negative TCR values for ARRs self-converted to TCRs in a TCR 

Auction will be included in the Credit Customer’s Total TCR Credit Requirement.  
Ninety percent (90%) of the positive and one hundred percent (100%) of the negative 
TCR values for ARRs self-converted will be netted and the netted value used in 
establishing the credit requirement. 

 
5A.3.6 Minimum TCR Collateral Requirement means the total megawatt hours owned by 

the Credit Customer multiplied by $(0.10) to establish a minimum portfolio Financial 
Security requirement. 
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5A.4 Calculation of ETCRE Bid.  SPP evaluates the Bids for TCRs to ensure that the Credit 
Customer has sufficient Financial Security to cover any Financial Security requirements to 
purchase and hold the TCR.  The ETCRE Bid calculates the Financial Security requirements 
for each Bid.  When a TCR Bid is submitted, SPP will calculate the ETCRE Bid for the Bid, 
which is the maximum lesser of (a) the minimum sum of (i) the ETCRE Segment and (ii) the 
TCR Segment Cost, for the segments in the Bid, or (b) the Minimum Segment Hold.  SPP 
calculates the ETCRE Segment for each megawatt point on the submitted Bid curve, and the 
TCR Segment Cost for each megawatt point on the submitted Bid curve, and the Minimum 
Segment Hold for the maximum megawatt on the submitted Bid curve.  For each segment, 
SPP calculates the sum of (i) the ETCRE Segment and (ii) the TCR Segment Cost.  

 
5A.4.1 ETCRE Segment.  In evaluating TCR Bids, SPP calculates the ETCRE Segment for 

each megawatt point on the submitted Bid curve.  The ETCRE Segment can be 
positive or negative.  It is the potential value of holding the TCR in the Bid.  It is 
calculated in the same manner as the ETCRE Hold, using the Final Reference Price, 
and the TCR Bid megawatts.   

 
5A.4.2 TCR Segment Cost.  In evaluating TCR Bids, SPP estimates the TCR acquisition 

cost by calculating the TCR Segment Cost for each megawatt point on the submitted 
Bid curve by multiplying the Bid price for that megawatt point times the megawatts 
for that point on the submitted Bid curve.  The TCR Segment Cost is the potential cost 
for the Credit Customer to acquire any megawatt point on the submitted Bid segment.  
For TCRs with negative acquisition costs, e.g., if the Bid curve has a negative Bid 
price, the TCR Segment Cost will be zero.  For a TCR resulting from an ARR self-
conversion, the TCR Segment Cost also will be zero. 

 
5A.4.3 Minimum Segment Hold means the maximum megawatt point on the submitted TCR 

Bid curve multiplied by $(0.10) multiplied by the number of hours in the TCR product.  
The Minimum Segment Hold will always be negative. 

 
5A.4.43 If multiple TCR Bids and Offers are included in a single submission, the Credit 

Customer must have sufficient Financial Security to cover all of the Bids and Offers 
in the submission.  The Financial Security requirement for a single submission is the 
sum of the negative ETCRE Bid and ETCRE Offer for the Bids and Offers in the 
submission without any netting of the individual ETCRE Bid or ETCRE Offer for the 
TCR Bids and Offers that are included in the submission.   

 
5A.5 Calculation of ETCRE Offer.  SPP evaluates the Offers for TCRs to ensure that the Credit 

Customer has sufficient Financial Security to cover any Financial Security requirements 
resulting if the TCR is no longer held and potential losses resulting from the sale.  The ETCRE 
Offer calculates the Financial Security requirement for each Offer.  When a TCR Offer is 
submitted, SPP will calculate the ETCRE Offer for the Offer which is the maximum lesser of 
(a) the minimum sum of (i) the ETCRE Offer Segment; and (ii) the TCR Offer Segment Cost, 
for the segments in the Offer, or (b) the Minimum Offer Segment.  SPP calculates the ETCRE 
Offer Segment for each megawatt point on the submitted Offer curve, and the Minimum Offer 
Segment for the maximum megawatt on the submitted Offer curve.  For each segment, SPP 
calculates the sum of (i) the ETCRE Offer Segment, and (ii) the TCR Offer Segment Cost.  
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5A.5.1 ETCRE Offer Segment.  In evaluating TCR Offers, SPP calculates the ETCRE Offer 
Segment for each megawatt point on the submitted Offer curve.  It is the potential 
value of disposing of an existing TCR in the Offer.  It is calculated in the same manner 
as the ETCRE Hold, using the Final Reference Price and the TCR Offer megawatts.  
If the calculated ETCRE Offer Segment is positive, SPP sets the ETCRE Offer to zero. 

 
5A.5.2 TCR Offer Segment Cost.  In evaluating TCR Offers, SPP estimates the TCR 

disposal cost by calculating the TCR Offer Segment Cost for each megawatt point on 
the submitted Offer curve by multiplying the Offer price for that megawatt point times 
the megawatts for that point on the submitted Offer curve.  The TCR Offer Segment 
Cost is the potential cost for the Credit Customer to dispose of any megawatt point on 
the submitted Offer segment.  If the TCR was originally acquired from an ARR self-
schedule or pursuant to a bilateral transfer, zero is used for the original Auction 
Clearing Price.  If the calculated ETCRE Offer Segment Cost is positive SPP sets the 
ETCRE Offer to zero. 

 
5A.5.3 Minimum Offer Segment means the maximum megawatt point on the submitted 

TCR Offer curve multiplied by $(0.10) multiplied by the number of hours in the TCR 
product.  The Minimum Offer Segment will always be negative. 

 
5A.5.34 If multiple TCR Bids and Offers are included in a single submission, the Credit 

Customer must have sufficient Financial Security to cover all of the Bids and Offers 
in the submission.  The Financial Security requirement for a single submission is the 
sum of the negative ETCRE Bid and ETCRE Offer for the Bids and Offers in the 
submission without any netting of the individual ETCRE Bid or ETCRE Offer for the 
TCR Bids and Offers that are included in the submission.    

 
5A.6 Determination of Credit Approved TCR Bids and Offers and Rejection of TCR Bids 

and Offers which are Credit Disapproved. 
 

5A.6.1 If the sum of the ETCRE Bid and ETCRE Offer for all TCRs (other than TCRs self-
converted from ARRs) included in a single submission of Bids and Offers for a TCR 
Auction, calculated pursuant to sections 5A.4 and 5A.5, without netting, is less than 
the Credit Customer’s available amount of Financial Security, then the submission is 
credit approved for inclusion in the TCR Auction.   

 
5A.6.2 If the sum of the ETCRE Bid and ETCRE Offer for all TCRs (other than TCRs self-

converted from ARRs) included in a single submission of Bids and Offers for a TCR 
Auction, calculated pursuant to sections 5A.4 and 5A.5, without netting, is greater 
than the Credit Customer’s available Financial Security, then the entire submission is 
credit disapproved and the Bids and Offers will not be included in the TCR Auction. 

 
5A.6.3 If the sum of the ETCRE Bid and ETCRE Offer for all TCRs included in a single 

submission of ARR self-conversions for a TCR Auction, calculated pursuant to 
sections 5A.4 and 5A.5, with netting as described in Section 5A.3.5 of this Attachment 
X, is less than the Credit Customer’s available amount of Financial Security, then the 
submission is credit approved for inclusion in the TCR Auction. 
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5A.6.4 If the sum of the ETCRE Bid and ETCRE Offer for all TCRs included in a single 
submission of ARR self-conversions for a TCR Auction, calculated pursuant to 
sections 5A.4 and 5A.5, with netting as described in Section 5A.3.5 of this Attachment 
X, is greater than the Credit Customer’s available Financial Security, then the entire 
submission is credit deficient and the ARR self-conversion will not be included in the 
TCR Auction unless satisfactory alternate credit arrangements are made. 

 
5A.7 Updated ETCRE Calculation Post TCR Auction.  After the clearing of a TCR Auction, the 

TCR Portfolio Credit Requirement will be updated to reflect the TCRs awarded in the TCR 
Auction, including the acquisition cost for TCR Bids that cleared the TCR Auction and the 
disposal cost for TCR Offers that cleared the TCR Auction.  For TCR Bids, the TCR 
acquisition cost is calculated as the product of the Auction Clearing Price times the awarded 
megawatts.  For TCR Offers, the TCR disposal cost is calculated as the product of the Auction 
Clearing Price times the megawatts sold.  The ETCRE Hold portion of the TCR Portfolio 
Credit Requirement will be updated to reflect the actual TCRs in the portfolio.   

 
5A.8 Total TCR Credit Requirement.  The total Financial Security requirement associated with 

the Credit Customer’s holding of TCRs and participating in the TCR Auctions is the Total 
TCR Credit Requirement.  The Total TCR Credit Requirement for a Credit Customers is the 
sum of (i) the TCR Portfolio Credit Requirement for the Credit Customer’s TCR portfolio, 
reflecting all of the TCRs held by the Credit Customer, calculated pursuant to section 5A.3; 
(ii) the Financial Security required for the Credit Customer’s participation in a TCR Auction, 
determined by the credit approved ETCRE Bid, calculated pursuant to section 5A.4, and 
ETCRE Offer, calculated pursuant to section 5A.5, for a TCR Auction that has not yet 
occurred; (iii) all TCR charges or credits that have been invoiced but not yet paid; and (iv) 
TCR charges or credits that have been calculated but not yet invoiced.  

 
Total TCR Credit Requirement =  
TCR Portfolio Credit Requirement + ETCRE Bid + ETCRE Offer + (ITCRC + CTCRC) 
 
Where, 
 
TCR Portfolio Credit Requirement is calculated pursuant to section 5A.3. 
 
ETCRE Bid is the sum of the ETCRE Bid amounts for the Credit Customer’s credit approved 
Bids for an auction that has not yet occurred, as calculated pursuant to section 5A.4, without 
netting ETCRE Bid or ETCRE Offers in a submission. 
 
ETCRE Offer is the sum of the ETCRE Offer amounts for the Credit Customer’s credit 
approved Offers for an auction that has not yet occurred, as calculated pursuant to section 
5A.5, without netting ETCRE Bid or ETCRE Offers in a submission. 
 
ITCRC is the Invoiced TCR Charges (all TCR charges or credits that have been invoiced but 
not yet paid).  If the sum of ITCRC and CTCRC for a Credit Customer is negative, then zero 
will be included for the sum of ITCRC and CTCRC in the calculation of the Total TCR Credit 
Requirement. 
 
CTCRC is the Calculated TCR Charges (TCR charges or credits that have been calculated but 
not yet invoiced).  If the sum of ITCRC and CTCRC for a Credit Customer is negative, then 
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zero will be included for the sum of ITCRC and CTCRC in the calculation of the Total TCR 
Credit Requirement. 
 
5A.8.1  If a Credit Customer’s available Financial Security is less than its Total TCR Credit 

Requirement, then the Credit Customer shall be required to provide additional 
Financial Security within two (2) Business Days from receipt of notice of such 
violation.  Failure to provide such Financial Security is a Default under this Credit 
Policy.   

 
5A.9 Transfer of TCRs.  If a Credit Customer proposes to sell or acquire TCRs through a bilateral 

transfer with another Credit Customer, SPP will evaluate the effect of the proposed transfer 
on the Total TCR Credit Requirement of each party to the proposed bilateral transfer and 
determine if both the buyer and the seller have sufficient Financial Security for the bilateral 
transfer to occur.  SPP approval of such bilateral transfers, based on whether both the buyer 
and seller have provided sufficient Financial Security to support the transfer, is required prior 
to such transfers.   

 
5A.9.1 For the seller in a bilateral transfer, SPP calculates the impact of the proposed transfer 

on the TCR Portfolio Credit Requirement that would result from the removal of the 
TCRs that are the subject of the proposed bilateral transfer from the TCR portfolio of 
the Credit Customer that is the seller in the bilateral transfer. 

 
5A.9.2 For the buyer in a bilateral transfer, SPP calculates the impact of the proposed transfer 

on the TCR Portfolio Credit Requirement that would result from the addition of the 
TCRs that are the subject of the proposed bilateral transfer from the TCR portfolio of 
the Credit Customer that is the buyer in the bilateral transfer. 

 
5A.9.3 If multiple TCRs are included in a single proposed bilateral transfer, both parties to 

the bilateral transfer must have sufficient Financial Security for the transfer of all of 
the TCRs in the proposed transfer.  

 
5A.9.4  SPP, in its sole discretion, may approve bilateral transfers if a Credit Customer does 

not have sufficient Financial Security to support the transfer, but the transfer would 
result in a reduction in Total TCR Credit Requirement for that Credit Customer.  

 
5A.9.5 The bilateral TCR transfer price is not included in SPP’s evaluation of a bilateral 

transfer of TCRs.  After an approved bilateral transfer of TCRs is completed, each 
Credit Customer’s Total TCR Credit Requirement is updated. 

 
5A.10 Return of TCR Financial Security.  A Credit Customer may request that SPP return any 

Financial Security no longer required to hold TCRs or participate in TCR Auctions if it is not 
needed to support other market services.  SPP may limit the frequency of such requested 
Financial Security returns, provided that Financial Security returns will be made by SPP at 
least once per month, if requested by a Credit Customer. 
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