PRS Report

	NPRR Number
	683
	NPRR Title
	Revision to Available Credit Limit Calculation

	Timeline
	Normal
	Action
	Recommended Approval

	Date of Decision
	April 16, 2015

	Proposed Effective Date
	Upon system implementation.

	Priority and Rank Assigned
	Priority – 2015; Rank – 1300

	Nodal Protocol Sections Requiring Revision
	16.11.4.6, Determination of Counter-Party Available Credit Limits
16.11.4.6.1, Credit Requirements for CRR Auction Participation
16.11.4.6.2, Credit Requirements for DAM Participation

	Other Binding Documents Requiring Revision or Related Revision Requests
	None.

	Revision Description
	This Nodal Protocol Revision Request (NPRR) revises the calculation of Available Credit Limit for the CRR Auction (ACLC) and Available Credit Limit for the DAM (ACLD) by replacing the existing 10% discount to the ACL based on the Counter-Party’s unused letter of credit amount with a 10% gross up of the sum of the Total Potential Exposure Any (TPEA) and the Total Potential Exposure Secured (TPES).

	Reason for Revision
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  Addresses current operational issues.
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  Meets Strategic goals (tied to the ERCOT Strategic Plan or directed by the ERCOT Board).
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  Market efficiencies or enhancements
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  Administrative
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  Regulatory requirements
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  Other:  The current method unfairly penalizes Counter-Parties posting excess collateral and equally incents other Counter-Parties to post little to no excess collateral.  The method proposed by this NPRR better aligns collateral requirements with actual credit risk and provides a level playing field for all Market Participants.

	Credit Work Group Review
	See 3/25/15 Credit Work Group (Credit WG) comments.

	Procedural History
	· On 2/9/15, NPRR683 was posted.

· On 3/12/15, PRS considered NPRR683.

· On 3/25/15, Credit WG comments were posted.

· On 4/8/15, an Impact Analysis was posted.

· On 4/16/15, PRS considered the 3/12/15 PRS Report and Impact Analysis for NPRR683.

	PRS Decision 
	On 3/12/15, PRS unanimously voted to recommend approval of NPRR683 as submitted.  All Market Segements were present for the vote. 
On 4/16/15, PRS unanimously voted to endorse and forward to TAC the 3/12/15 PRS Report and Impact Analysis for NPRR683 with a recommended priority of 2015 and rank of 1300.  All Market Segements were present for the vote. 

	Summary of PRS Discussion
	On 3/12/15, there was no discussion.

On 4/16/15, participants discussed the benefits of NPRR683 and a desire to bundle it with NPRR638, Revisions to Certain Price Components of EAL, for delivery by summer 2016.


	Business Case

	Qualitative Benefits
	· Reduces risk of under collaterization by aligning collateral requirements with actual credit risk while providing a level playing field for all Counter-Parties.

	Quantitative Benefits
	· Increase in ACL by an average of 8% for generators and 9% for load and traders.
· Decrease in ACL for ~20 – 50 Counter-Parties, depending on the month.
· Better aligns collateral requirements with actual credit risk.

	Impact to Market Segments
	· Increase in ACL by an average of 8% for generators and 9% for load and traders.

	Credit Implications
	· Yes. Impacts the ACL computation for the Day-Ahead Market (DAM) and Congestion Revenue Right (CRR) Auctions.   

	Other
	


	Sponsor

	Name
	Abughang Moavu

	E-mail Address
	abughang.moavu@energyfutureholdings.com

	Company
	Luminant Energy Company LLC

	Phone Number
	214-875-8226

	Cell Number
	979-595-8024

	Market Segment
	Investor Owned Utility (IOU)


	Market Rules Staff Contact

	Name
	Cory Phillips

	E-Mail Address
	cory.phillips@ercot.com

	Phone Number
	512-248-6464


	Comments Received

	Comment Author
	Comment Summary

	Credit WG 032515
	Endorsed NPRR683 as submitted.


	Proposed Protocol Language Revision


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 maximum of zero and the net of its:

(i)
Secured Financial Security; minus 

(ii)
(1+ACLIRF) * TPES; minus

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

(iv)
Maximum of: 

(A)
Zero; and 

(B)
((1+ACLIRF) * 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 maximum of zero and the net of its:

(i)
Unsecured Credit Limit; plus

(ii)
Financial Security defined as guarantees in paragraph (a) of Section 16.11.3; plus

(iii)
Remainder Collateral; minus

(iv)
ACLIRF * TPES; minus

(v)
(1+ACLIRF) * TPEA.

(c)
If all or part of a Counter-Party’s ACLC and/or ACLD cannot be computed due to an ERCOT computer system failure, then ERCOT shall estimate ACLC and/or ACLD for that Counter-Party and provide the information used to determine such estimates to that Counter-Party.  If  all or part of ACLC and/or ACLD cannot be estimated with current data, then the most recently available values shall be used to determine the Counter-Party’s ACLC and/or ACLD.  ERCOT shall provide electronic Notice, as soon as practicable, to Counter-Parties when utilizing this methodology, and shall further provide electronic Notice to Counter-Parties when current data is restored and available to calculate ACLC and ACLD under paragraphs (a) and (b) above.
The above parameters are defined as follows.
	Parameter
	Unit
	Current Value*

	ACLIRF
	Percentage
	10% — ACL Incremental Risk Factor.

	*  The current value for the parameters referenced in this table above will be recommended by TAC and approved by the ERCOT Board.  ERCOT shall update parameter values on the first day of the month following ERCOT Board approval unless otherwise directed by the ERCOT Board.  ERCOT shall provide a Market Notice prior to implementation of a revised parameter value.


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)
Consistent with paragraph (4)(c)(iii) of Section 7.5.1, Nature and Timing, ERCOT shall only modify the credit limit date in paragraph (1) above under a condition in which an ERCOT computer system failure causes Counter-Parties to be delayed or unable in submitting their credit limits for the CRR Auction and ERCOT determines that the successful execution of the CRR Auction would be jeopardized without such modification.  In such an event, ERCOT will issue a Market Notice advising of the revised credit limit date and its cause.
(3)
ERCOT shall assign the credit limit for each Counter-Party participating in any CRR Auction as the lower of ACLC or the Counter-Party’s requested credit limit upon closure of the CRR bid submission window.  

(4)
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. 

16.11.4.6.2
Credit Requirements for DAM Participation

(1)
ERCOT shall impose a credit limit of the ACLD on each Counter-Party participating in the DAM.
(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 sent to each Counter-Party participating in the DAM daily.

	[NPRR439:  Replace paragraph (3) above with the following upon system implementation:] 

(3)
A new credit limit will be set daily no later than 2350 for the next day’s DAM for each Counter-Party participating in the DAM.  On Business Days, the credit limit will include all Financial Security received and approved by ERCOT no later than 1200 that day.


	[NPRR439:  Insert paragraph (4) below upon system implementation:] 

(4)
At ERCOT’s sole discretion, an existing credit limit may be updated no later than 0945 for the current day DAM for: 

(a)
Any cash Financial Security received by ERCOT no later than 0830 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 0945 for the current day DAM.


PRR_Template.doc
Page 2 of 9
PRR_Template.doc
Page 2 of 9
683NPRR-05 PRS Report 041615
Page 1 of 6
PUBLIC

_1491119320.unknown

_1491119321.unknown

_1491119318.unknown

_1491119319.unknown

_1491119317.unknown

_1491119316.unknown

