NPRR Comments

	NPRR Number
	206
	NPRR Title
	Nodal Market Day-Ahead Market Credit Requirements

	
	

	Date
	January 21, 2010

	
	

	Submitter’s Information

	Name
	Cheryl Yager and Yongjun Ren

	E-mail Address
	cyager@ercot.com and yren@ercot.com

	Company
	ERCOT

	Phone Number
	512-225-7029 and 512-248-6705

	Cell Number
	

	Market Segment
	Not applicable.


	Comments


ERCOT submits these comments in order to identify additional items/issues that should be addressed when considering NPRR206, Nodal Market Day-Ahead Market Credit Requirements.
ERCOT also proposes inserting “DAMs” into the language in paragraph (5) of Section 4.4.10, Credit Requirement for DAM Bids and Offers, for clarification purposes.
Items/issues to be addressed when considering NPRR206:
A.
Protocol language needs to specify a mechanism for establishing the value for the variables.

B.
Protocol language needs to address credit exposure for nodal start up in some way. 
Propose to use zonal Market Clearing Price for Energy (MCPE) for Day-Ahead Market (DAM) credit exposure calculation.

(1)
Need map of nodal Settlement Points (Resource Nodes, Load zones, Non-Opt-In-Entity (NOIE) Load zones, Direct Current Tie (DC Tie) zones) to zonal congestion zones and nodal Hubs to zonal Hubs;

(2)
Average the 15 minute interval zonal MCPE to hourly MCPE;

(3)
Load previous 30 days MCPE for all Settlement Points right before go-live. 

C.
Protocol clarification and implementation information:  Counter-Party credit adjustment

Protocol Section 4.4.10(5) requires that if “a new credit limit is not available”, the Counter-Party’s credit limit shall be adjusted “for accepted bids and offers for markets cleared”. 

(1)
Would like to clarify:  “for accepted bids and offers for DAM markets cleared”. 

(2)
For energy bids:  credit limit will be adjusted by the amount of the production of associated DAM Settlement Point Price and awarded quantities.  Credit limit will be decreased if associated Settlement Point Price is positive and increased if Settlement Point Price is negative.  

(3)
For DAM Energy-Only Offers and Three-Part Supply Offers:  credit limit will be adjusted the amount of the production of associated DAM Settlement Point Price and awarded quantities.  Credit limit will be increased if associated Settlement Point Price is positive and decreased if Settlement Point Price is negative.  

(4)
For Point-to-Point (PTP) bids:  credit limit will be adjusted the amount of the awarded quantities multiplied by DAM Settlement Point Price difference of PTP sink and source, plus the “u”th percentile of the hourly positive price difference between the source Real-Time Settlement Point Price minus the sink Real-Time Settlement Point Price over the previous 30 days.
(5)
For Congestion Revenue Right (CRR) option offers from NOIE:  credit limit will be increased the amount of the production of DAM Settlement Point Price difference of PTP sink and source and awarded quantities.

(6)
For Ancillary Service Offers:  credit limit will be increased the amount of the production associated DAM Market Clearing Price for Capacity (MCPC) and awarded quantities.

(7)
For Ancillary Service Obligations:  credit limit will be decreased the amount of the production associated DAM MCPC and the difference of the Obligation and Self-Arranged Ancillary Service.
D.
Information on implementation:  Credit exposure for curves

Based on NPRR206 language, it is clear how to implement the credit exposure calculation for quantity block bids/offers.  If bids/offers are a curve, below is a high level description of ERCOT’s implementation strategy (using energy bids as an example).




(1)
No credit exposure for the quantity portion with bid price below “c”th percentile of DAM Settlement Point Price.

(2)
Credit exposure will be Q2*”d”th percentile Settlement Point Price for the bid quantity portion above the “d”th percentile Settlement Point Price;  

(3)
For bid quantity between Q1 and Q2, the credit exposure will be the area of MNQ2Q1;

(4)
“d” shall be greater than or equal to “c”.  
	Proposed Protocol Language Revision


4.4.10
Credit Requirement for DAM Bids and Offers

(1)
Each QSE’s ability to bid and offer in the DAM is subject to credit exposure from the QSE’s bids and offers being within the credit limit for DAM participation established for the entire Counter-Party of which the QSE is part, as specified in item (1) of Section 16.11.4.6.2, Credit Requirements for DAM Participation, and taking into account the credit exposure of accepted DAM bid and offers of the Counter-Party’s other QSEs. 

(2)
DAM bids and offers of all QSEs of the Counter-Party are accepted in the order submitted while ensuring that the credit exposure from accepted bids and offers do not exceed the Counter-Party’s credit limit for DAM participation. 

(3)  
ERCOT shall reject the QSE’s individual bids and offers whose credit exposure, as calculated in item (6) below, exceeds the Counter-Party’s credit limit for DAM participation as described in items (1) and (2) above,  and shall notify the QSE through the MIS Certified Area as soon as practicable. 

(4) 
The QSE may revise and resubmit such rejected bids and offers described in item (3) above, provided that the resubmitted bids and offers are valid and within the Counter-Party’s credit limit for DAM participation adjusted for all accepted DAM bids and offers of the Counter-Party’s QSE’s limit and that such resubmission occurs prior to 1000 of the Operating Day. 

(5)
DAM shall use the Counter-Party’s credit limit for DAM participation provided on the most recent Business Day and adjusted for accepted bids and offers for DAMs  cleared, until a new credit limit for DAM participation is available.

(6)
ERCOT shall calculate credit exposure for bids and offers in the DAM as follows: 

(a)
For each DAM Energy Bid, the credit exposure will be calculated as the (i) quantity of the bid multiplied by a (ii) bid exposure price input that will be calculated as follows:

(i)  
If the DAM Energy Bid price is less than or equal to zero, then the bid exposure price input will equal zero.

(ii)
For each MW portion of the DAM Energy bid, for the total quantity less than the “c”th percentile of the Day-Ahead Settlement Point Price over the previous 30 days, the bid exposure price input will be zero.

(iii)
For each MW portion of the DAM Energy bid, for the total quantity greater than or equal to the “c”th percentile of the Day-Ahead Settlement Point Price over the previous 30 days, the bid exposure price input will equal the greater of:

(A)
Zero; or 

(B)
The lesser of: 
(1)
The “d”th percentile of the Day-Ahead Settlement Point Price over the previous 30 days; and 
(2)
The bid price.
(b)
For each MW portion of a DAM Energy Only Offer: 
(i)
That has an offer price that is less than or equal to the “a”th percentile of the Day-Ahead Settlement Point Price over the previous 30 days, credit exposure will be reduced (when Settlement Point Price is positive) or increased (when the Settlement Point Price is negative) by the (i) quantity of the offer multiplied by (ii) the “b”th percentile of the Day-Ahead Settlement Point Price over the previous 30 days. 

(ii)
That has an offer price that is greater than the “a”th percentile of the Day-Ahead Settlement Point Price over the previous 30 days, the credit exposure reduction will be zero.

(c)
For each MW portion of the Energy Offer Curve of a Three Part Offer:

(i)
That has an offer price that is less than or equal to the “y”th percentile of the Day-Ahead Settlement Point Price over the previous 30 days, credit exposure will be reduced (when the Settlement Point Price is positive) or increased (when the Settlement Point Price is negative) by the (i) quantity of the offer multiplied by (ii) the “z”th percentile of the Day-Ahead Settlement Point Price over the previous 30 days. 

(ii)
That has an offer price that is greater than the “y”th percentile of the Day-Ahead Settlement Point Price over the previous 30 days, the credit exposure reduction will be zero.


(d)
For PTP Obligation Bids, the sum of the quantity of bid multiplied by the bid price, if positive, plus the “u”th percentile of the hourly positive price difference between the source Real-Time Settlement Point Price minus the sink Real-Time Settlement Point Price over the previous 30 days.

(f)
For Ancillary Services not self-arranged, the product of the quantity of Ancillary Service not self-arranged times the “t”th percentile of the hourly Market Clearing Price for Capacity (MCPC) for that Ancillary Service over the previous 30 days for that hour. 
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