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Memorandum

TO: CTS Market Participants





January 24, 2001




FROM: CalPX 

Re: Liquidation Transaction Terms & Conditions

CTS Participants:

The liquidation process for positions owned by a defaulting CalPX participant, will contain some special terms and conditions, in the interest of keeping the integrity of the current market and its members. The following conditions will need to be adhered to, if any participant agrees to a transaction under the liquidation proceedings. 

Process:

The California Department of Water Resources (CDWR) will be included in Step 1 if they become an approved CTS participant by start of this process.

1. First preference will be given to approved CTS participants in good standing with open short positions wishing to close their position, as this is most effective for time and alignment contractually with the PX product.  Should these parties not offer competitive bids for liquidation or show little interest, then step 2.

2. Contact all CTS participants and seek bids for acceptance 

3. Contact outside entities to solicit a full or remaining book bids.

Bid Evaluation:

1. Highest bids by bid order received with time preference given to duplicate bid

2. PX management will review and approve awards

3. Bid records kept as confidential within the Cal PX legal and compliance guidelines

Settlement Terms:

Once all of Southern California Edison’s positions have been liquidated in a given contract series, all participants will be invoiced.  Ideally, the PX would like to send only one invoice when all contracts have been liquidated, but may send multiple invoices as the liquidation process for each contract series is completed.

The amount owed to the CTS pool or due from the CTS pool will be calculated as follows: 

1. For each contract series, such as SPQ31OEN, where a participant has transacted an equal number of buy and sell contracts, the settlement amount is equal to the (AMPLP x Number of Long Contracts x Number of hours in Delivery Period) – (AMPSP x Number of Short Contracts x Number of hours in Delivery Period) plus any CTS fees as applicable.  Positive amounts are owed by participants to CTS, and negative amounts are due from CTS to participants.

AMPLP = average matching price for long positions

AMPSP = average matching price for short positions

2. Invoice payments must be made by wire transfer by the invoice due date specified on the invoice.  Provisionally, the invoice due date will be two business days from the invoice date

These transactions will not affect any other settlement process or timeline currently in process within CalPX or CTS, using any net amounts. Thus, these transactions shall be viewed as stand-alone and these terms and agreements deemed accepted by participants entering into a transaction in this process.

Collateral Obligations:

1. Those participants who totally liquidate positions (the number of buys equal the number of sells) for all contracts with open interest, then CTS will release excess collateral requirements after all outstanding CTS invoices have been paid.
2. Thus any closing transactions will bear margin requirements based on net position, per contract series. Any open position will require collateral obligations based on published CTS credit procedures.

Post Liquidation Open Positions

In the event that CTS transacts with a current participant described under scenario 2 from the above Process, resulting in the creation of a new position in CTS, the following provisions will be included and understood with those transactions:

1. The open positions will be open interest in the exchange.

2. Upon commencement of full shut down of CTS operation, the open positions will be subject to CTS the Delivery Allocation process, whereby a counterparty will be assigned to all open position holders for bilateral delivery.

3. All new counterparties will be required to abide by rules and practices surrounding Firm Energy transactions in other bilateral deals for the delivery points SP15 and NP15.

