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	NPRR Number
	867
	NPRR Title
	Revisions to CRR Auction Credit Lock Amount to Reduce Excess Collateral

	Date of Decision
	May 24, 2018

	Action
	Recommended Approval

	Timeline 
	Normal

	Proposed Effective Date
	Upon system implementation

	Priority and Rank Assigned
	Priority – 2018; Rank – 580

	Nodal Protocol Sections Requiring Revision 
	16.11, Financial Security for Counter-Parties

16.11.4.6.1, Credit Requirements for CRR Auction Participation

	Related Documents Requiring Revision/ Related Revision Requests
	None

	Revision Description
	This Nodal Protocol Revision Request (NPRR) changes the amount of each Counter-Party’s Available Credit Limit (ACL) locked for Congestion Revenue Right (CRR) Auctions during the duration of the auction process so that it is capped at the pre-auction screening credit exposure amount. 

	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
	This NPRR will reduce the amount of ACL that is locked while the CRR Auction process is occurring. Currently the total amount of credit that is locked for auctions by all Counter-Parties exceeds the total pre-auction screening credit exposure amount. 

ERCOT’s analysis indicates that approximately $10.4B of excess credit has been locked since partial implementation of NPRR484, Revisions to Congestion Revenue Rights Credit Calculations and Payments, in October 2013.

	Credit Work Group Review
	See the 4/23/18 Credit WG comments.

	PRS Decision
	On 4/12/18, PRS unanimously voted to recommend approval of NPRR867 as submitted.  All Marked Segments were present for the vote.

On 5/10/18, PRS unanimously voted to endorse and forward to TAC the 4/12/18 PRS Report and the Impact Analysis for NPRR867 with a recommended priority of 2018 and rank of 580.  All Market Segments were present for the vote.

	Summary of PRS Discussion
	On 4/12/18, participants noted the 4/5/18 WMS comments endorsing NPRR867 as submitted.
On 5/10/18, participants reviewed the Impact Analysis for NPRR867 and noted a rank of 580 accomplishes the Credit Work Group (Credit WG) recommendation that NPRR867 be implemented with the Credit Monitoring and Management (CMM) project.  

	TAC Decision
	On 5/24/18, TAC unanimously voted to recommend approval of NPRR867 as recommended by PRS in the 5/10/18 PRS Report.  All Market Segments were present for the vote.

	Summary of TAC Discussion
	On 5/24/18, there was no discussion. 

	ERCOT Opinion
	ERCOT supports approval of NPRR867 because it has positive credit implications and provides for more accurate and timely calculation of Counter-Party exposure in CRR Auctions and subsequent collateral requirements.


	Sponsor

	Name
	Donald Meek on behalf of the Credit WG

	E-mail Address
	Donald.meek@austinenergy.com

	Company
	Austin Energy

	Phone Number
	512-322-6549

	Cell Number
	512-825-4630

	Market Segment
	Not applicable


	Market Rules Staff Contact

	Name
	Kelly Landry

	E-Mail Address
	klandry@ercot.com 

	Phone Number
	512-248-4630


	Comments Received

	Comment Author
	Comment Summary

	WMS 040518
	Endorsed NPRR867 as submitted

	Credit WG 042318
	Noted that NPRR867 has positive credit implications and provided a recommendation regarding the timing for implementation


	Market Rules Notes


None.
	Proposed Protocol Language Revision


16.11
Financial Security for Counter-Parties

(1)
The term “Financial Security” in this Section means the collateral amount posted with ERCOT in any of the forms listed in Section 16.11.3, Alternative Means of Satisfying ERCOT Creditworthiness Requirements.

(2)
The term “Secured Collateral” in this Section means the collateral posted by a Counter-Party with ERCOT in the form of an unconditional, irrevocable letter of credit, a surety bond naming ERCOT as the beneficiary, or cash.

(3)
The term “Remainder Collateral” in this Section means the Secured Collateral minus Total Potential Exposure Secured (TPES) minus Net Positive Exposure of approved Congestion Revenue Right (CRR) Bilateral Trades minus Available Credit Limit (ACL) locked for CRR Auction, calculated in accordance with paragraph (3) of Section 16.11.4.6.1, Credit Requirements for CRR Auction Participation.  

16.11.4.6.1
Credit Requirements for CRR Auction Participation

(1)
As a requirement for participation in any CRR Auction, 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)(ii) 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 ACL locked for CRR Auction for each Counter-Party participating in any CRR Auction as the lower of the Counter-Party’s:

(a)
Requested credit limit, as described in paragraph (1) above, 

(b)
ACLC, calculated in accordance with paragraph (1)(a) of Section 16.11.4.6, Determination of Counter-Party Available Credit Limits, at the time of the closure of the CRR bid submission window, or

(c)
Pre-auction screening credit exposure amount, calculated in accordance with paragraph (2) of Section 7.5.5.3, Auction Process. 

(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.
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