Nodal Protocol Revision Request


	NPRR Number
	439
	NPRR Title
	Updating a Counter-Party’s Available Credit Limit for Current Day DAM 

	Date Posted
	January 25, 2012

	
	

	Requested Resolution 
	Normal

	Nodal Protocol Section(s) Requiring Revision 


	16.11.4.6, Determination of Counter-Party Available Credit Limit 16.11.4.6.2, Credit Requirements for DAM Participation


	Market Guide Section Requiring Revision 

(If applicable)
	None. 

	Revision Description
	This Nodal Protocol Revision Request (NPRR) will provide flexibility for Counter-Parties to increase the credit limit available for the Day-Ahead Market (DAM) on the day the DAM is running by posting additional Financial Security under certain circumstances after ERCOT has already set a daily credit limit.  


	Reason for Revision
	Although ERCOT has business processes in place on the timing of when it sets the daily credit limit for the next day’s DAM for each Counter-Party, ERCOT could update the credit limit for a Counter-Party if time and resource constraints are not an issue.  As such, this NPRR codifies the circumstances in which ERCOT may be able to adjust the credit limit for a Counter-Party for the current day DAM.   
Please note that ERCOT plans to continue to process Financial Security as it does currently on Business Days. 



	Credit Implications 


	To be determined. 


	Business Case


	Business Case
	1
	Provides Counter-Parties flexibility to increase the credit limit during the current day DAM by posting Financial Security under certain circumstances.

	
	2
	

	
	3
	

	
	4
	   

	
	5
	


	Sponsor

	Name
	Cheryl Yager; Matt Mereness

	E-mail Address
	cyager@ercot.com; mmereness@ercot.com 

	Company
	ERCOT

	Phone Number
	512-225-7029; 512-248-3089

	Cell Number
	

	Market Segment
	n/a


	Market Rules Staff Contact

	Name
	Sonja B. Mingo 

	E-Mail Address
	smingo@ercot.com

	Phone Number
	512-248-6463


	Proposed Protocol Language Revision


16.11.4.6
Determination of Counter-Party Available Credit Limit 

ERCOT shall calculate an Available Credit Limit (ACL) for each Counter-Party equal to the net of its:

(a)
Unsecured Credit Limit; plus 

(b)
Financial Security; minus

(c)
TPE.

	[NPRR400:  Replace Section 16.11.4.6 above with the following upon system implementation:] 
16.11.4.6
Determination of Counter-Party Available Credit Limits 
ERCOT shall calculate an Available Credit Limit for the CRR Auction (ACLC) and an Available Credit Limit for the DAM (ACLD) as follows:
(a)
ACLC for each Counter-Party equal to the net of its:
(i)
Secured Financial Security; minus 

(ii)
TPES; minus

(iii)
Net Positive Exposure of approved CRR Bilateral Trades; minus

(iv)
Minimum of: 

(A)
Zero; and 

(B)
TPEA minus the Unsecured Credit Limit minus Financial Security defined as guarantees in paragraph (a) of Section 16.11.3, Alternative Means of Satisfying ERCOT Creditworthiness Requirements.

(b)
ACLD for each Counter-Party equal to the net of its:
(i)
Unsecured Credit Limit; plus

(ii)
Remainder Financial Security; minus

(iii)
TPEA.


16.11.4.6.2
Credit Requirements for DAM Participation

(1)
ERCOT shall impose a credit limit on each Counter-Party participating in the DAM as the difference between 90% of the ACL and any CRR Auction credit limit assigned.

	[NPRR400:  Replace paragraph (1) above with the following upon system implementation:] 
(1)
ERCOT shall impose a credit limit on each Counter-Party participating in the DAM as 90% of the ACLD.


(2) 
ERCOT shall impose the credit limit for DAM participation calculated in paragraph (1) above on the Counter-Party’s QSEs and all Subordinate QSEs combined participation in the DAM as described in Section 4.4.10, Credit Requirement for DAM Bids and Offers.

(3)
A new credit limit will be set daily for the next day’s DAM for each Counter-Party participating in the DAM daily.
(4)  
At ERCOT’s sole discretion, an existing credit limit may be updated no later than 09:45 for the current day DAM for: 

(a)
Any cash Financial Security received by ERCOT no later than 08:30 of the current day DAM if it:
(i) 
Was received in the bank account ERCOT designated for Financial Security as posted on the MIS Secure Area; and 
(ii) 
Identifies the Counter-Party and Data Universal Numbering System (DUNS) Number in the remarks section of the wire transfer.
(b)
All Financial Security (other than cash) received and approved by ERCOT the prior Business Day that has not been previously included in the credit limit.  

(c) 
All Financial Security (other than cash) received and approved by ERCOT the prior non-Business Day that has not been previously included in the credit limit when the following conditions are met: 

(i)
Counter-Party provides ERCOT with Notice on a Business Day of its intent to post Financial Security on a non-Business Day;
(ii)
ERCOT acknowledges on a Business Day the Counter-Party’s intent to post Financial Security on a non-Business Day;
(iii) 
A copy of the Financial Security document has been received by ERCOT by e-mail prior to 1200 on a non-Business Day; and 

(iv) 
An original Financial Security document has been received at ERCOT prior to 1200 on a non-Business Day.
(d)
If ERCOT updates an existing credit limit, then ERCOT shall notify one of the Counter-Party’s QSEs of the updated credit limit no later than 09:45 for the current day DAM.
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