Request for TPTF Clarification - CRR1


Protocol Section

Section  7.5.5.1 of the Texas Nodal Protocols states “The CRR Auction system prevents a CRR Account Holder from being awarded bids and offers that exceed the lesser of the CRR Account Holder’s self-imposed credit limit or the CRR Account Holder’s credit limit as prescribed in Section 16.11.4.4, Determination of Counter-Party Aggregate Incremental Liability.” 
Background

ERCOT has interpreted this to mean that the CRR Account Holder may submit bids in excess of their credit limit, but that the auction engine must not award CRRs in excess of a CRR Account Holder’s credit limit.
 

Two vendors have responded to ERCOT’s Congestion Revenue Rights (CRR) Request for Proposal dated April 14, 2006.  The solution proposed by both vendors state that standard functionality prevents the submittal of bids or offers greater than an Account Holder’s credit limit.  Functionality to prevent award of CRRs to be limited by their credit limit would require customization.  
The scope of this customization is yet to be determined, but may include the disabling of a credit check by a pre-processor and will require the reformulation of the LP used to maximize auction revenues to include credit constraints.  The formulation of this constraint would likely be: Awarded CRRs multiplied times Bid Price ≤ Credit Limit.
Options

ERCOT staff has identified two options.
Option 1

Have the CRR Auction system impose Credit Limits on bids submitted.  This option would reduce the amount of modification to the vendor’s standard product offering. A NPRR would also be required.  Possible language:
The CRR Auction system prevents a CRR Account Holder from submitting bids and offers that exceed the lesser of the CRR Account Holder’s self-imposed credit limit or the CRR Account Holder’s credit limit as prescribed in Section 16.11.4.4, Determination of Counter-Party Aggregate Incremental Liability.
Option 2
Implement the Nodal Protocols as written.
ERCOT Staff Recommendation

ERCOT staff recommends Option 1.
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