Request for TPTF Clarification – CRR3


Protocol Sections
7.8
Bilateral Trades and ERCOT CRR Registration System

(4)
A transfer of CRRs through the ERCOT CRR registration system is not effective until the selling CRR Account Holder reports the transaction, the buying CRR Account Holder acknowledges the transaction, and both parties meet ERCOT’s credit requirements to support the transfer.  Until all of those occur, the selling CRR Account Holder is considered the CRR Owner for purposes of these Protocols, including financial responsibility.

Background

Protocols describe bilateral trades of CRRs as being subject to ERCOT review of credit requirements.  ERCOT assumes that the only credit review is for the future exposure from CRR Obligations.  Bilateral trades of all other types impose no credit risk to ERCOT.
Options

ERCOT staff has identified the following options
Option 1

Implement an automatic credit checking routine within the CRR system for trades of PTP Obligations.

Advantages: No meaningful delay between both parties entering trade and change of ownership reflected.

Disadvantages: Development of complex software routine for potentially a low volume of transactions. 

Option 2
Implement the credit review as a manual process and develop the CRR system with a three step process to execute a bilateral trade.  1) seller enters trade 2) buyer confirms trade 3) ERCOT approves trade   All three steps would be required to execute a trade of PTP Obligations.  This option would require some time (5-10 Business Days??) for ERCOT to complete its review and approve. 

Advantages: Complex analysis performed on an ad hoc basis, off-line seems better suited for low volume of transactions.

Disadvantages: Non-trivial delay between both parties entering trade and change of ownership reflected.  Additional Market Operator task must be included in software design.

Option 3

Prohibit bilateral trades of Obligations.
Advantages: Easiest system implementation

Disadvantages: Less flexibility for CRR Owners.
ERCOT Staff Recommendation

ERCOT staff recommends Option 3.
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