Nodal Protocol Revision Request


	NPRR Number
	xxx
	NPRR Title
	Updates to Future Credit Exposure Calculation and CRR Long Term Auction Sequence Invoicing Process

	Date Posted
	

	
	

	Requested Resolution 
	Normal or Urgent, and justification for Urgent status

	Nodal Protocol Sections Requiring Revision 
	9.8
CRR Auction Award Invoices,

9.9.1
 
Invoice Recipient Payment to ERCOT for the Awarded CRRs Settling In Prompt Month,

9.9.2 
ERCOT Payment to Invoice Recipients for Awarded CRRs Settling In Prompt Month, and

16.11.4.5
Determination of the Counter-Party Future Credit Exposure



	Other Binding Documents Requiring Revision or Related Revision Requests
	None

	Revision Description
	This NPRR addresses a fix to invoicing, collateralization and prepayment issues identified for NPRR484/554 Phase II implementation, related to CRR Long-Term Auction Sequence deffered invoices with the solution defined below:
· Create a separate invoice for each operating month of each Long-Term Auction Sequence, that are due as defined below;

· For Invoice Recipient Payment to ERCOT, invoice payment is due by 1700 on the third Bank Business Day that is also a Business Day of third week of the calendar month prior to the operating month

· For ERCOT Payment to Invoice Recipients, invoice refund is due by 1700 on the next day that is both a Bank Business Day and a Business Day after the day that payments are due for that CRR Auction Invoice under Section 9.9.1

· Update Defered Invoice Exposure (DIE) of FCE calculations to account for unpaid invoices of CRR Long-Term Auction Sequence



	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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X

  Market efficiencies or enhancements
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  Administrative
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  Regulatory requirements
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  Other:  (explain)

(please select all that apply)


	Business Case

	Qualitative Benefits
	· Account for deferred invoice dues in a better way for collateralization and payments processing
· Create an ability to pre-pay invoices voluntarily or in case of Counter-Party default
· Potential cost savings for Counter-Parties with relatively lower cost of capital for collateral compared to cash and improves liquidity

	Quantitative Benefits
	· 

	Impact to Market Segments
	· 

	Credit Implications
	· 

	Other
	


	Sponsor

	Name
	Suresh Babu Pabbisetty, ERP, CQF, CSQA.

	E-mail Address
	Sureshbabu.pabbisetty@ercot.com

	Company
	ERCOT

	Phone Number
	512 225 7244

	Cell Number
	703 473 0220

	Market Segment
	


	Market Rules Staff Contact

	Name
	

	E-Mail Address
	

	Phone Number
	


	Proposed Protocol Language Revision


9.8
CRR Auction Award Invoices

(1)
ERCOT shall prepare invoices for each Congestion Revenue Right (CRR) Auction (CRR Auction Invoice) on a net basis.  Invoices must be issued on the first Business Day following the completion of a CRR Auction on the date specified in the Settlement Calendar.  For each CRR Auction Invoice, the CRR Account Holder to whom the Invoice is addressed (“Invoice Recipient”) is either a net payee or net payor.  The Invoice Recipient is responsible for accessing the CRR Auction Invoice on the Market Information System (MIS) Certified Area once posted by ERCOT.

	[NPRR484: Replace paragraph (1) above with the following upon system implementation:]

(1)
ERCOT shall prepare an Invoice for awarded Congestion Revenue Rights (CRRs) for each month within  each CRR Auction (CRR Auction Invoice) on a net basis.  CRR Auction Invoices resulting from CRR Auctions that are part of a Long-Term Auction Sequence will be collateralized as part of the  Deferred Invoice Exposure (DIE) defined in Section 16.11.4.5 paragraph (1), for Counter-Party.  Successful collateralization of CRRs acquired in an allocation or Long-Term Auction Sequence equates to ownership of the CRRs for purposes of offering into subsequent auctions and bilateral trading, however, the CRR Auction Invoice responsibility for the CRRs remains with the original CRR Account Holder.  Invoices must be issued on the first Business Day following the completion of a CRR 
Auction on the date specified in the Settlement Calendar.  For each CRR Auction Invoice, the CRR Account Holder to whom the Invoice is addressed (“Invoice Recipient”) is either a net payee or net payor.  The Invoice Recipient is responsible for accessing the CRR Auction Invoice on the Market Information System (MIS) Certified Area once posted by ERCOT.  


(2)
Each Invoice Recipient shall pay any net debit and be entitled to receive any net credit shown on the CRR Auction Invoice on the payment due date.  Payments for CRR Auction Invoices are due on the applicable payment due date, whether or not there is any Settlement and billing dispute regarding the amount of the payment. 

(3)
ERCOT shall post on the MIS Certified Area for each Invoice Recipient a CRR Auction Invoice based on CRR Auction charges and payments as set forth in:

(a)
Section 7.5.6.1, Payment of an Awarded CRR Auction Offer;

(b)
Section 7.5.6.2, Charge of an Awarded CRR Auction Bid; and

(c)
Section 7.5.6.3, Charge of PCRRs Pertaining to a CRR Auction. 

(d)
Section 7.7, Point-to-Point (PTP) Option Award Charge.
(4)
CRR Auction Invoices must contain the following information:

(a)
The Invoice Recipient’s name;

(b)
The ERCOT identifier (Settlement identification number issued by ERCOT);

(c)
Net Amount Due/Payable – the aggregate summary of all charges owed to or due from the Invoice Recipient summarized by CRR Auction;

(d)
Time Period – the CRR Auction for which the Invoice is generated;

	[NPRR484: Replace items (4)(c) and (4)(d) above with the following upon system implementation:]
(c)
Net Amount Due/Payable – the aggregate summary of all charges owed to or due from the Invoice Recipient summarized byoperating month;

(d)
Time Period – the operating month for which the Invoice is generated;


(e)
Run Date – the date on which ERCOT created and published the Invoice;

(f)
Invoice Reference Number – a unique number generated by ERCOT for payment tracking purposes;

(g)
Product Description – a description of each product awarded in, sold in, or allocated before the CRR Auctions, or of any applicable charge;

(h)
Payment Date – the date and time that Invoice amounts are to be paid or received; and

(i)
Remittance Information Details – details including the account number, bank name and electronic transfer instructions of the ERCOT account to which any amounts owed by the Invoice Recipient are to be paid or of the Invoice Recipient’s account from which ERCOT may draw payments due.

9.9
Payment Process for CRR Auction Invoices

Payments for the Congestion Revenue Right (CRR) Auction are due on a Business Day and Bank Business Day basis in a two-day, two-step process as detailed below.

	[NPRR484: Replace Section 9.9 above with the following upon system implementation:]

9.9
Payment Process for CRR Auction Invoices

Payments for the Congestion Revenue Right (CRR) Auction are due for all Prompt Month CRRs on a Business Day and Bank Business Day basis in a two-day, two-step process as detailed below.


9.9.1
Invoice Recipient Payment to ERCOT for the CRR Auction

(1)
The payment due date and time for the CRR Auction Invoice, with funds owed by an Invoice Recipient, is 1700 on the third Bank Business Day after the CRR Auction Invoice date, unless third Bank Business Day is not a Business Day.  If the third Bank Business Day is not a Business Day, the payment is due by 1700 on the next Bank Business Day after the third Bank Business Day that is also a Business Day.

(2)
All CRR Auction Invoices due, with funds owed by an Invoice Recipient, must be paid to ERCOT in U.S. Dollars (USDs) by Electronic Funds Transfer (EFT) in immediately available or good funds (i.e., not subject to reversal) on or before the payment due date. 

(3)
All CRR Auction Invoices must be paid in full on the Invoice due date.  

	[NPRR484: Replace Section 9.9.1 above with the following upon system implementation:]

9.9.1
Invoice Recipient Payment to ERCOT for the Awarded CRRs Settling In Prompt Month
(1)
The payment due date and time for the CRR Auction Invoice resulting from CRR Monthly Auction, with funds owed by an Invoice Recipient, is 1700 on the third Bank Business Day after the CRR Monthly Auction Invoice date, unless third Bank Business Day is not a Business Day.  If the third Bank Business Day is not a Business Day, the payment is due by 1700 on the next Bank Business Day after the third Bank Business Day that is also a Business Day.
(2)       The payment due date and time for the CRR Auction Invoice resulting from a CRR Auction that is part of a CRR Long-Term Auction Sequence, with funds owed by an Invoice Recipient are as follows;

a) The due date is the third Bank Business Day of third week of the calendar month prior to the operating month, unless the third Bank Business Day is not a Business Day
b) 
If the third Bank Business Day of third week of calendar month prior to the operating monthis not a Business Day, the due date is the next Bank Business Day.
c) The due time is by 1700 hours
(3)
All CRR Auction Invoices due, with funds owed by an Invoice Recipient, must be paid to ERCOT in U.S. Dollars (USDs) by Electronic Funds Transfer (EFT) in immediately available or good funds (i.e., not subject to reversal) on or before the payment due date. 

(4)
All CRR Auction Invoices must be paid in full on the Invoice due date.


9.9.2
ERCOT Payment to Invoice Recipients for the CRR Auction

(1)
CRR Auction Invoices with funds owed to an Invoice Recipient must be paid by ERCOT to the Invoice Recipient by 1700 on the next day that is both a Business Day and a Bank Business Day after the day that payments are due for that CRR Auction Invoice under Section 9.9.1, Invoice Recipient Payment to ERCOT for the CRR Auction, subject to ERCOT’s right to withhold payments under Section 16, Registration and Qualification of Market Participants or pursuant to the common law. 

(2)
ERCOT shall give irrevocable instructions to the ERCOT financial institution to remit, to each Invoice Recipient for same day value the amounts owed to each Invoice Recipient. 

	





9.9.3
Enforcing the Security of a Short-Paying CRR Auction Invoice Recipient

ERCOT shall make reasonable efforts to enforce the security of the short-paying Invoice Recipient (pursuant to Section 16.11.6, Payment Breach and Late Payments by Market Participants) to the extent necessary to cover the short-pay.  A short-paying Invoice Recipient shall restore the level of its security under Section 16, Registration and Qualification of Market Participants.  

16.11.4.5
Determination of the Counter-Party Future Credit Exposure

(1)
ERCOT shall monitor and calculate the Counter-Party’s FCE for all CRRs held by the Counter-Party as CRR Owner of record at ERCOT. 

FCE o  =  FCEOBL o + FCEOPT o 
The above variables are defined as follows:

	Variable
	Unit
	Description

	FCE o
	$
	Future Credit Exposure(FCE for all CRRs held by the Counter-Party as CRR Owner o of record at ERCOT.

	FCEOBL o
	$
	Future Credit Exposure for PTP Obligations(FCE for all PTP Obligations held by the Counter-Party as CRR Owner o of record at ERCOT, for all Operating Days in the current operating month, Prompt Month, and all Forward Months. 

	FCEOPT o
	$
	Future Credit Exposure for PTP Options(FCE for all PTP Options held by the Counter-Party as CRR Owner o of record at ERCOT, for all Operating Days remaining in the current operating month and Prompt Month. 

	o
	none
	A CRR Owner.


	[NPRR484:  Replace paragraph (1) above with the following upon system implementation:] 

(1)
ERCOT shall monitor and calculate the Counter-Party’s FCE for all CRRs held by the Counter-Party as CRR Owner of record at ERCOT. 

FCE o  =  FCEOBL o + FCEOPT o + DIE o 
The above variables are defined as follows:

Variable

Unit

Description

FCE o
$

Future Credit Exposure(FCE for all CRRs held by the Counter-Party as CRR Owner o of record at ERCOT.

FCEOBL o
$

Future Credit Exposure for PTP Obligations(FCE for all PTP Obligations held by the Counter-Party as CRR Owner o of record at ERCOT, for all Operating Days in the current operating month, Prompt Month, and all Forward Months. 



FCEOPT o
$

Future Credit Exposure for PTP Options(FCE for all PTP Options held by the Counter-Party as CRR Owner o of record at ERCOT, for all Operating Days remaining in the current operating month and Prompt Month. 




DIE o
$
Deferred Invoice Exposure - Sum of any outstanding unpaid CRR Auction invoices resulting from CRR Long-Term Auction Sequence issued to the Counter-Party. Invoices will not be considered outstanding for purposes of this calculation the Business Day after that Invoice payment is received.
o

none

A CRR Owner.




	[NPRR484:  Replace paragraph (2) above with the following upon system implementation:] 

(2)
The Counter-Party’s FCE for PTP Obligations (FCEOBL) and Deferred Invoice Exposure for PTP Obligations (DIEOBL) held by the Counter-Party as CRR Owner of record at ERCOT are calculated as follows:
FCEOBL o 
=
∑m [(∑h ∑j, k NAOBLMW m, h, (j, k), o) * (-Min(0, PWA ci100, m, o, PWACP m, o))]
PWACP m, o 
=
∑h ∑j, k [NAOBLMW m, h, (j, k), o * EACP m, h, (j, k)] / ∑h ∑j, k [NAOBLMW m, h, (j, k), o]


The above variables are defined as follows:

Variable

Unit

Description

FCEOBL o
$

Future Credit Exposure for PTP Obligations(FCE for all PTP Obligations held by the Counter-Party as CRR Owner o of record at ERCOT for all Operating Days in the current operating month, Prompt Month, and all Forward Months.
















NAOBLMW m, h, (j, k), o
MW
Net Awarded PTP Obligations(Net awarded PTP Obligations with the source j and sink k for the hour h and month m owned by the Counter-Party as CRR Owner o of record at ERCOT for all Operating Days in the current operating month, Prompt Month, and Forward Months.
PWA ci100, m, o
$/MW per hour
Portfolio Weighted Adder(The portfolio weighted adder calculated as the 100th percentile of a volume weighted average rolling consecutive DAM settled price for each Counter-Party as CRR Owner o of record at ERCOT based on volumes owned for the month m, over a period that represents a month for each product type (18 days for 5*16, 8 days for 2*16, 28 days for 7*8).  The look-back period for DAM settled prices shall be the lesser of January 1, 2011 to the current time, and the current time minus three years.  If historical Day-Ahead Settlement Point Prices (DASPPs) are not available for a Settlement Point for one or more Operating Days, ERCOT will designate a proxy Settlement Point for this purpose, and the DASPPs of the proxy Settlement Point of corresponding Operating Days are used.  Specific historic DAM settled prices for source/sink pairings can be excluded from the calculation if deemed no longer relevant following TAC review and ERCOT Board approval.
PWACP m, o
$/MW per hour
Portfolio Weighted Auction Clearing Price(The portfolio weighted auction clearing price calculated as the volume weighted auction clearing price for each Counter-Party as CRR Owner o of record at ERCOT based on the most recent auction clearing price for the month m and volumes owned for the month m. 
EACP m, h, (j, k)
$/MW per hour
Effective Auction Clearing Price—The auction clearing price with the source j and sink k for the hour h, and month m. 

For each CRR PTP Obligation, this value is equal to the auction clearing price of an awarded CRR selected as follows: 

(a)
Awarded CRRs with the source j and sink k containing hour h and operating month m are selected from the set of unexpired awarded PTP Obligations.  If no awarded CRRs are found the EACP value is zero.

(b)
If (a) results in more than one awarded CRR, awarded CRRs with the most recent award date are selected.

(c)
If (b) results in more than one awarded CRR, then the awarded CRR with the lowest auction clearing price is selected.
j

none

A source Settlement Point.
k

none

A sink Settlement Point.
m

none
An operating month.
h

none

An Operating Hour for all hours in the Delivery Month and all Forward Months.
o

none

A CRR Owner.
ci100

none
100th percentile confidence interval.



	[NPRR484:  Replace paragraph (3) above with the following upon system implementation:] 

(3)
The FCE for PTP Options (FCEOPT) and Deferred Invoice Exposure for PTP Options (DIEOPT) held by the Counter-Party as CRR Owner of record at ERCOT are calculated as follows:
FCEOPT o 
=
- ∑m ∑h ∑j, k [(NAOPTMW m, h, (j, k), o) * Max(0, A ci99, ctou, (j, k))]

The above variables are defined as follows:

Variable

Unit

Description

FCEOPT o
$

Future Credit Exposure for PTP Options(FCE for all PTP Options held by the Counter-Party as CRR Owner o of record at ERCOT for all Operating Days remaining in the current operating month and Prompt Month.  



A ci99, ctou, (j, k)
$/MW per hour
Path Specific DAM Based Adder(Path specific DAM based adder calculated as 99th percentile of the average rolling consecutive DAM settled price for the CRR source j and sink k over a period that represents a month for each CRR Time Of Use (TOU) ctou product type (18 days for 5*16, 8 days for 2*16, 28 days for 7*8).  The look-back period for DAM settled prices shall be the lesser of January 1, 2011 to the current time, and the current time minus three years.  If historical DASPPs are not available for a Settlement Point for one or more Operating Days, ERCOT will designate a proxy Settlement Point for this purpose, and the DASPPs of the proxy Settlement Point of corresponding Operating Days are used.












NAOPTMW m, h, (j, k), o
MW
Net Awarded PTP Options(Net awarded PTP Options with the source j and sink k for the hour h and month m owned by the Counter-Party as CRR Owner o of record at ERCOT for remaining Operating Days in the current operating month, and Prompt Month.
j

none

A source Settlement Point.

k

none

A sink Settlement Point.

m
none
An operating month.
ctou
none

CRR Time Of Use block.
h

none

An Operating Hour in the Delivery Month or Forward Months.
o

none

A CRR Owner.
ci99

none
99th percentile confidence interval.



�I believe the expectation is that we will continue creating invoices on the first business day for all auction, under the same timeline that they are today.


�Is this posting still required if invoices will be provided right after the auction is complete?  It seems unnecessary.


�“operating month” is not a defined term, so we may need to think of another way to describe these.


�This may be misinterpreted as after the Effective Date of CRR where as invoice must be paid before CRR Award is effective for a given month.
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