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12.6.2

Credit Requirements for CRR Auctions.

To establish available credit for participating in any CRR Auction, each CRR Holder or Candidate CRR Holder must have an Unsecured Credit Limit or have provided Financial Security in a form consistent with Section 12.1.2.    In order to participate in an annual CRR Auction, the CRR Holder or Candidate CRR Holder must have an Aggregate Credit Limit that exceeds its Estimated Aggregate Liability by the greater of $500,000 or the sum of the values of all of the CRR Holder’s or Candidate CRR Holder’s bids for positively valued CRRs submitted in the annual CRR Auction plus the sum of the Credit Margins multiplied by the CRR Holder’s or Candidate CRR Holder’s bid segment quantity for positively valued and negatively valued CRRs submitted in the annual CRR Auction that would result in the greatest credit exposure  .  In order to participate in a monthly CRR Auction, the CRR Holder or Candidate CRR Holder must have an Aggregate Credit Limit that exceeds its Estimated Aggregate Liability by the greater of $100,000 or the sum of the values of all of the CRR Holder’s or Candidate CRR Holder’s bids for positively valued CRRs submitted in the monthly CRR Auction plus the sum of the Credit Margins multiplied by the CRR Holder’s or Candidate CRR Holder’s bid segment quantity for positively valued and negatively valued CRRs submitted in the monthly CRR Auction that would result in the greatest credit exposure.    A CRR Holder or Candidate CRR Holder that fails to satisfy this requirement shall not be permitted to participate in the relevant CRR Auction, or shall have bids exceeding its available Aggregate Credit Limit for participation in the CRR Auction, in accordance with the above formula, rejected by the CAISO on a last-in, first-out basis.  The CAISO will retain the CRR Auction proceeds for negatively valued CRRs and will apply such CRR Auction proceeds towards meeting the credit requirements for the holding of CRRs, until the CRR Holder that is entitled to the CRR Auction proceeds posts an alternative form of collateral.
* * *
12.6.3.1
Credit Requirements Generally.
(a)  
Each CRR Holder, whether it obtains CRRs through a CRR Allocation or a CRR Auction, must maintain an Aggregate Credit Limit in excess of its Estimated Aggregate Liability including the credit requirement of the CRR portfolio determined as described in this Section 12.6.3.  
(b)
Each CRR Holder shall be required to ensure that its Aggregate Credit Limit is sufficient to satisfy the credit requirements described in this Section 12.6.3.  Except as provided in this paragraph, CRRs are evaluated on a portfolio basis as follows.  If a CRR Holder owns more than one CRR, such CRR Holder shall be subject to an overall credit requirement that is equal to the sum of the individual credit requirements applicable to each of the CRRs held by such CRR Holder , which is  calculated after the MW associated with any Offsetting CRRs are netted out.  If this sum is positive, the amount will be added to the CRR Holder’s Estimated Aggregate Liability.  However, if the sum is negative, the CRR Holder’s Estimated Aggregate Liability shall not be reduced. If a CRR Holder holds one or more CRRs obtained through a CRR Allocation and also holds one or more CRRs obtained through a CRR Auction, the individual credit requirements applicable to any of the CRRs obtained through a CRR Allocation may not be netted against the individual credit requirements applicable to any of the CRRs obtained through a CRR Auction in determining such CRR Holder’s Estimated Aggregate Liability.
(c)
The CAISO shall reevaluate the credit requirements for holding CRRs, and shall adjust the credit requirements accordingly, not less than monthly.  The CAISO may adjust the credit requirements for holding CRRs with terms of one year or less at the CAISO’s discretion to account for changes in the monthly auction prices for CRRs and changes in the Historical Expected Values for CRRs, or more frequently than monthly if necessary if the CAISO finds that actual or anticipated market conditions indicate that CRR credit requirements may be inadequate to cover the financial risk of the CRRs.  The CAISO may also adjust the credit requirements for holding Long Term CRRs annually to reflect the changes in auction prices of one-year CRRs in annual auctions and changes in the Historical Expected Values for CRRs, and to reflect updates to Credit Margins based on actual Locational Marginal Price data derived from market operations.  Whenever the CAISO requests additional Financial Security from a Market Participant as a result of a change in CRR value that is not related to an adjustment due to the monthly CRR Auction Price or an adjustment related to Historical Expected Value, the CAISO will provide a written explanation of the reason for that request.
(d)
In cases where the ownership of a CRR is to be transferred through either the Secondary Registration System or through Load Migration, the CAISO shall evaluate and adjust the credit requirements for both the current owner of the CRR and the prospective owner of the CRR as appropriate prior to the transfer.  If additional Financial Security is required from either the current or prospective owner, the transfer will not be completed until such Financial Security has been provided to and accepted by the CAISO.  CRRs transferred through the Secondary Registration System will be treated like auctioned CRRs for the purpose of calculating the credit requirements for holding the CRRs, regardless of whether the CRRs were originally allocated or purchased at auction or acquired through the Secondary Registration System.  CRRs assigned to Load-gaining or Load-losing Load Serving Entities as a result of Load Migration will be treated like allocated CRRs for the purpose of calculating the credit requirements for holding the CRRs.
* * *
12.6.3.3
Calculation of the Credit Amount Required to Hold a Long Term CRR.

Each CRR Holder that holds a Long Term CRR shall be subject to a credit requirement ($/MW) equal to the negative of the most recent annual CRR Auction Price of a CRR with the same CRR Source and CRR Sink as the Long Term CRR or the Historical Expected Value of such a CRR, whichever is lower, plus the Credit Margin calculated for the CRR but with only a one-year tearm.  If there is less than one year remaining in the term of a Long Term CRR, the credit requirement shall be determined pursuant to Section 12.6.3.2.
* * *
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