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	Comments


This NPRR adds language and formulae that describe how ERCOT shall settle CRRs when ERCOT is unable to execute the Day-Ahead Process.

The Credit Working Group (CWG) submits the following comments related to the credit impact of this PRR from two perspectives.  

First, the  CWG recognizes that if DAM is not executed or unavailable, using Real Time Prices to settle CRRs can create additional volatility and credit risk.  If the DAM is unavailable only occasionally for limited periods of time, the CWG believes the impact of using RT prices when DAM prices are unavailable is minimal.  If RT prices are to be used for an extended period of time (e.g. if the CRR market opens substantially in advance of the DAM), the impact on the market could be more material.  The CWG will monitor the timelines for market “go live” and comment further if this situation is a concern.

Second, the CWG notes the following regarding the calculation of the Future Credit Exposure of CRRs (part of the security calculation), which utilizes historical prices as a proxy for future value:  
The Future Credit Exposure (FCE) for Point to Point CRR Obligations, Options and Flowgate Rights is calculated using a proxy Forward Mark to Market value of the CRR. The Forward Mark to Market value has four price components:

1. Auction Clearing Price of the CRR

2. Today’s value of the CRR

3. Five Day average value of the CRR

4. Previous Month Average value of the CRR

Each of these components are weighted differently (W1, W2, W3 and W4), but all (except the Auction Clearing Price)  are calculated using the Day Ahead Settlement Point Prices. If the Day Ahead Market is executed and if some specific Day Ahead Settlement Point Prices are not available, appropriate Day Ahead Hub prices are to be used. 
If the Day Ahead Market is not executed, the impact on the estimation of forward credit risk depends on the duration of the unavailability of the Day-Ahead Market.  If the Day Ahead Market is not available for a single day, the Day Ahead Settlement Point prices will be zero dollars for that single day. The impact to the estimation of credit risk via Future Credit Exposure could be minimal since we are using average values of Five Day and previous Month also in the formula.  However, if the Day Ahead Market is not available for an extended period, the Forward Mark to Market values will not reflect the market volatility. The alternative will be to use the Real Time Settlement Point Prices when Day Ahead Settlement Point Prices are unavailable.  CWG proposes to align the language for the calculation of the FCE component of the liability formula with the intent of the PRR for settlement of CRRs as discussed below. 
This will necessitate a change in the Credit Monitoring and Management Nodal Business Requirements.  This change can be made relatively easily at this point if the NPRR is approved timely. 
	Revised Proposed Nodal Protocol Language


16.11.4.6
Determination of the Counter-Party Future Credit Exposure

	TOBLV h, (j,k)
	$/MW per hour
	Today’s PTP Obligation Value – The difference in current day’s DAM Settlement Point Price between the sink k and the source j of the CRR for the hour h owned.  If the DAM is executed but specific DAM SPPs are not available, ERCOT may use the appropriate Hub prices instead. If the DAM is not executed for an operating day, ERCOT shall use the Real Time Market Settlement Point Prices for that day.

	FDOBLV h, (j,k)
	$/MW per hour
	Five-day PTP Obligation Value – Average of the most recent rolling five-day difference in DAM Settlement Point Price between the sink k and the source j of the CRR for the hour h owned.  If the DAM is executed but specific DAM SPPs are not available, ERCOT may use the appropriate Hub prices instead. If the DAM is not executed for an operating day, ERCOT shall use the  Real Time Market Settlement Point Prices for that day

	PMOBLV h, (j,k)
	$/MW per hour
	Previous Month’s PTP Obligation Value – Average of the previous month’s daily difference in DAM Settlement Point Price between the sink k and the source j of the CRR for the hour h owned.  If the DAM is executed but specific DAM SPPs are not available, ERCOT may use the appropriate Hub prices instead.  If the DAM is not executed for an operating day, ERCOT shall use the  Real Time Market Settlement Point Prices for that day


	TOPTV h, (j,k)
	$/MW per hour
	Today’s PTP Option Value – The greater of zero or the difference in current day’s DAM Settlement Point Price between the sink k and the source j of the CRR for the hour h owned.  If the DAM is executed but specific DAM SPPs are not available, ERCOT may use the appropriate Hub prices instead. If the DAM is not executed for an operating day, ERCOT shall use the  Real Time Market Settlement Point Prices for that day

	FDOPTV h, (j,k)
	$/MW per hour
	Five-day PTP Option Value – Average of the most recent rolling five-day amount given by the greater of zero or the difference in DAM Settlement Point Price between the sink k and the source j of the CRR for the hour h owned.  If the DAM is executed but specific DAM SPPs are not available, ERCOT may use the appropriate Hub prices instead. If the DAM is not executed for an operating day, ERCOT shall use the  Real Time Market Settlement Point Prices for that day

	PMOPTV h, (j,k)
	$/MW per hour
	Previous Month’s PTP Option Value – Average of the previous month’s daily amount given by the greater of zero or the difference in DAM Settlement Point Price between the sink k and the source j of the CRR for the hour h owned.  If the DAM is executed but specific DAM SPPs are not available, ERCOT may use the appropriate Hub prices instead.  If the DAM is not executed for an operating day, ERCOT shall use the  Real Time Market Settlement Point Prices for that day


	TCRRVh, f
	$/MW per hour
	Today’s FGR Value – The current day’s DAM price of the FGR on the flowgate f for the hour h. If the DAM is not executed for an operating day, ERCOT shall use the  Real Time Market Settlement Point Prices for that day

	FDCRRVh, f
	$/MW per hour
	Five-day FGR Value – Average of the most recent rolling five-day price of the FGR on the flowgate f for the hour h. If the DAM is not executed for an operating day, ERCOT shall use the  Real Time Market Settlement Point Prices for that day

	PMCRRVh, f
	$/MW per hour
	Previous Month’s FGR Value – Average of the previous month’s daily price of the FGR on the flowgate f for the hour h.  If the DAM is not executed for an operating day, ERCOT shall use the  Real Time Market Settlement Point Prices for that day  
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