Board Report


	NPRR Number
	586
	NPRR Title
	Align Credit Lock for CRR Auctions with Transaction Submission Deadline

	Timeline
	Normal
	Action
	Approved

	Date of Decision
	April 8, 2014 

	Effective Date
	Upon system implementation.

	Priority and Rank Assigned
	Priority – 2014; Rank – 895

	Nodal Protocol Sections Requiring Revision
	7.5.2, CRR Auction Offers and Bids
7.5.3, ERCOT Responsibilities

16.11.4.6.1, Credit Requirements for CRR Auction Participation

	Market Guide Sections Requiring Revision 
	None. 

	Revision Description
	This Nodal Protocol Revision Request (NPRR) aligns the deadline to allocate credit for a Congestion Revenue Right (CRR) Auction with the transaction submission deadline for that CRR Auction.

	Reason for Revision
	The current CRR Auction credit lock process requires credit to be allocated for a CRR Auction no later than three Business Days prior to the close of the CRR transaction submission deadline.  This results in an inefficient and unnecessary utilization of credit during the period when credit is locked and the transaction submission window is not closed.  

In addition, events may occur after the credit lock deadline that impact the valuation of a CRR Account Holder’s portfolio of bids and offers.  Currently, a CRR Account Holder, through its Counter-Party, is prevented from increasing or decreasing the credit allocated to an auction as a result of an event which occurs after the credit lock deadline but prior to transaction submission.  Therefore, this NPRR will allow the amount of credit locked for an auction to be consistent with the submitted CRR portfolios.

	Credit Impacts
	ERCOT Credit Staff and the Credit Work Group (Credit WG) have reviewed NPRR586 and do not believe that it requires changes to credit monitoring activity or the calculation of liability.

	Procedural History
	· On 12/10/13, NPRR586 was posted.

· On 12/13/13, DC Energy comments were posted.

· On 1/16/14, PRS considered NPRR586.

· On 1/23/14, ERCOT comments were posted.

· On 2/3/14, an Impact Analysis was posted.

· On 2/13/14, PRS considered the 1/16/14 PRS Report and Impact Analysis for NPRR586.

· On 2/27/14, TAC considered NPRR586.

· On 4/8/14, the ERCOT Board considered NPRR586.

	PRS Decision 
	On 1/16/14, PRS unanimously voted to recommend approval of NPRR586 as submitted.  All Market Segments were present for the vote.

On 2/13/14 PRS unanimously voted to endorse and forward the 1/16/14 PRS Report as amended by the 1/23/14 ERCOT comments and Impact Analysis for NPRR586 to TAC with a recommended priority of 2014 and rank of 895.  All Market Segments were present for the vote.

	Summary of PRS Discussion
	On 1/16/14, there was no discussion.

On 2/13/14, participants discussed the 1/23/14 ERCOT comments to NPRR586 and its appropriate rank and priority.

	TAC Decision
	On 2/27/14, TAC unanimously voted to recommend approval of NPRR586 as recommended by PRS in the 2/13/14 PRS Report.  All Market Segments were present for the vote.  

	Summary of TAC Discussion
	On 2/27/14, there was no discussion. 

	ERCOT Opinion
	ERCOT supports approval of NPRR586 as it improves credit utilization by reducing the time period that credit in CRR Auction is locked, and might allow CRR Account Holders to more effectively structure bids as market conditions change.

	Board Decision
	On 4/8/14, the ERCOT Board approved NPRR586 as recommended by TAC in the 2/27/14 TAC Report.


	Business Case

	1
	Improves credit utilization by reducing the time period that credit for CRR Auctions is unnecessarily locked.

	2
	Allows consistency between the amount of credit locked for a CRR Auction and the submitted CRR portfolios.


	Sponsor

	Name
	Bill Barnes

	E-mail Address
	bill.barnes@nrgenergy.com 

	Company
	Reliant Energy Retail Services LLC

	Phone Number
	315-885-5925 

	Cell Number
	315-885-5925

	Market Segment
	Independent Retail Electric Provider (IREP)


	Market Rules Staff Contact

	Name
	Kelly Landry

	E-Mail Address
	klandry@ercot.com

	Phone Number
	(512) 248-4630


	Comments Received

	Comment Author
	Comment Summary

	DC Energy 121313
	Endorsed NPRR586 as submitted.

	ERCOT 012314
	Clarified the posting of the credit related path-specific Day-Ahead Market (DAM) based adders as described in paragraph (5) of Section 7.5.3.


	Comments


Please note that NPRR594, Clarifications to the ERCOT Fee Schedule and the Point-to-Point Option Award Fee, also proposes revisions to Section 7.5.2.
	Revised Proposed Protocol Language


7.5.2
CRR Auction Offers and Bids

(1)
To submit bids or offers into a CRR Auction, an Entity must become a CRR Account Holder and satisfy financial assurance criteria required to participate, under Section 16.8, Registration and Qualification of Congestion Revenue Rights Account Holders.

(2)
In order to enforce a volume limitation on the number of market transactions (bids and offers) submitted into the CRR Auction, ERCOT shall evaluate the maximum number of transactions which are available prior to the auction, and evenly divide the limit across the CRR Account Holders eligible to submit bids or offers according to paragraph (1) above.  This limit shall be designated as the preliminary allocated CRR transaction limit.  The preliminary allocated CRR transaction limitation for all CRR Account Holders will be communicated as part of the CRR Auction Notice prior to each auction.

(a)
Prior to executing the CRR Auction but after the transaction submission window is closed, ERCOT shall determine which of the CRR Account Holders are Participating CRR Account Holders for that CRR Auction.  ERCOT shall then calculate a final allocated CRR transaction limit by evenly dividing the number of available transactions across the Participating CRR Account Holders.  ERCOT shall notify all CRR Account Holders of this revised limit.

(b)
The TAC shall establish transaction limits for the CRR Auctions for Participating CRR Account Holders.  As part of TAC consideration to establish or change transaction limits, ERCOT shall provide upon TAC request to TAC or a TAC-designated subcommittee the historical number of transactions submitted by each CRR Account Holder and the number of active CRR Account Holders aggregated up to the associated Counter-Party for each requested CRR Auction without identifying the names of the CRR Account Holders or Counter-Parties.  Upon TAC approval of a change in transaction limits, ERCOT shall post these values as part of the next regularly scheduled CRR Auction Notice.  Only Participating CRR Account Holders are allowed to submit transactions for consideration in the relevant CRR Auction.

(c)
If the total number of transactions submitted by all Participating CRR Account Holders into the CRR Auction does not exceed the maximum number of transactions available prior to the auction, then the final allocated CRR transaction limit will not apply and all transactions will be accepted.

(d)
Within one hour after the close of each CRR Auction, ERCOT shall notify all CRR Account Holders of the total number of transactions submitted by all Participating CRR Account Holders and whether or not a transaction adjustment period is necessary. 

(e)
If ERCOT announces a transaction adjustment period, ERCOT shall notify all CRR Account Holders of the final allocated transaction limit and reject all transactions submitted by each Participating CRR Account Holder whose sum total of transactions submitted to the affected CRR Auction exceeds the final allocated transaction limit.  Each Participating CRR Account Holder may then adjust their transactions while respecting the final allocated CRR transaction limitation for the affected CRR Auction within one Business Day.  ERCOT will then execute the CRR Auction using the updated set of transactions as revised by Market Participants.

(f)
Each Counter-Party is limited to a total of three CRR Account Holders. 

(g)
ERCOT shall charge a fee on each PTP Option bid awarded in each CRR Auction as described in Section 7.7, Point-to-Point (PTP) Option Award Fee.

7.5.3
ERCOT Responsibilities

(1)
ERCOT shall:

(a)
Manage the qualification and registration of eligible CRR Account Holders;

(b)
Post calendar of CRR Auctions;

(c)
Initiate, direct, and oversee the CRR Auction;

(d)
Post CRR Auction results;

(e)
Maintain a record of the CRRs;

(f)
Provide a mechanism to record CRR bilateral transactions;

(g)
Determine CRR Auction Settlement and distribute auction revenues;

(h)
Keep, under the ERCOT data retention policy, all information and tools necessary to reproduce CRR calculations; and

(i)
Post CRR Network Model of the effective month of the auction  on the MIS Secure Area, before each CRR Auction:

(i)
For the CRR Monthly Auction, the model shall be posted no later than 10 Business Days before the auction.  

(ii)
For any CRR Long-Term Auction Sequence, the models shall be posted no later than 20 Business Days before the sequence commences.    

(2)
ERCOT shall use the CRR Network Model as defined in Section 3.10.3, CRR Network Model. 

(3)
ERCOT shall develop and maintain a CRR guide to help Market Participants with the CRR program.

(4)
Before each auction, ERCOT shall establish a credit limit under Section 16, Registration and Qualification of Market Participants, that is imposed in the CRR Auction.

(5)
Five Business Days prior to the credit lock for each CRR Auction, ERCOT shall post on the MIS Public Area the credit related path-specific DAM-based adders and the historical CRR Auction clearing prices as applicable in support of the credit adders defined in Section 7.5.5.3, Auction Process, for the existing CRR Inventory.
16.11.4.6.1
Credit Requirements for CRR Auction Participation

 (1)
Each Counter-Party participating in any CRR Auction, including those as permitted by Sections 16.11.6.1.4, Repossession of CRRs by ERCOT, and 16.11.6.1.5, Declaration of Forfeit of CRRs, shall communicate to ERCOT the credit limit it would like to establish for the CRR Auction prior to the close of the CRR bid submission window. 

(2)
ERCOT shall assign the credit limit for each Counter-Party participating in any CRR Auction as the lower of 90% of ACLC or the Counter-Party’s requested credit limit upon closure of the CRR bid submission window.
(3)
ERCOT shall impose a credit limit in awarding bids and offers in the CRR Auction as described in Section 7.5.5.3, Auction Process.

�Please note that NPRR594 also proposes revisions to this Section.
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