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7 CONGESTION MANAGEMENT

7.1 Overview of ERCOT Congestion Management

ERCOT will implement a Zonal Congestion management scheme that is flow-based, whereby the ERCOT Transmission Grid, including attached Generation Resources and Load, will be divided into a predetermined number of Congestion Zones.  Each Congestion Zone is defined such that each Generation Resources or Load within the Congestion Zone boundaries has a similar effect on the loading (Shift Factor) of Transmission Facilities between Congestion Zones.  For purposes of solving Zonal Congestion the Shift Factor will be assumed the same for all Generation Resources and Loads within a Congestion Zone.  Therefore any imbalance between Load and Generation Resources in a Congestion Zone will be deemed to have the same impact on a given loading between Congestion Zones.

This Congestion management scheme utilizes a Shift Factor, determined by ERCOT, on Zonal Congestion from the QSE schedules and thus predict potential Congestion on CSC using the known topology of the ERCOT System.  The Shift Factor determined by ERCOT should most closely represent the effect of Generation Resources and Load in the Congestion Zone will have on a given loading between Congestion Zones with the current topology of ERCOT System.  This scheme is used in the Day Ahead and Adjustment Periods to evaluate potential Congestion and notify the market accordingly.  The ERCOT also uses this scheme, along with other factors, to determine if Replacement Reserve Service should be purchased in a Congestion Zone to provide additional Balancing Energy Service to provide a solution for expected Congestion.

ERCOT will use the Zonal Congestion management model with annual Shift Factors of Generation Resources and Loads on CSC Congestion to determine the marginal price to have electric flow across a Zonal Congestion boundary.  This marginal price will be used in settlement of the cost to resolve CSC.  The cost to solve Zonal Congestion that are not CSC will be uplifted pro rata to each QSE based on the Load Ratio Share.

The Local Congestion management scheme relies on a more detailed model to determine how each particular Resource or Load impacts the transmission system.  This model does not use portfolios and it does use the current known topology of the transmission system.

The cost to solve Local Congestion will be uplifted pro rata to each QSE based on the Load Ratio Share by QSE.

ERCOT will manage Congestion by:

(1) Evaluating the levels of Commercially Significant Constraint (CSC) Congestion and any other Congestion during the Day Ahead, the Adjustment Period and the Operating Period using Zonal Congestion and Local Congestion models of the ERCOT Transmission Grid;

(2) Examining the impacts of QSE energy schedules on CSCs;

(3) Posting on the MIS, the Congestion megawatt quantity impacts according to defined CSC, and allowing QSEs to adjust schedules to mitigate potential Congestion on the CSC;

(4) Procuring during the Adjustment Period, as needed, Replacement Reserve Service (RPRS) to use with other Resources for which QSEs have submitted Balancing Energy bids to provide sufficient capacity for Balancing Energy flows in the Operating Hour while respecting operational limits of the ERCOT Transmission Grid; 

(5) Determining settlement for QSEs providing RPRS procured to manage Congestion;

(6) Determining settlement for QSEs providing Balancing Energy associated with resolving CSC and Local Congestion; 

(7) Allocating the costs of Zonal Congestion management to QSEs in accordance with the applicable interim period Postage Stamp Allocation method or direct assignment (direct assignment of cost methodology of CSC) method, and in accordance with each QSE’s requirements for Balancing Energy; and

(8) Allocating the costs of Local Congestion to QSEs in a Postage Stamp Allocation fashion in accordance with each QSE Load Ratio Share Ratio.

ERCOT will carry out these steps in accordance with this Section and the Scheduling and Ancillary Service Scheduling and Selection requirements in Sections 4 and 6, respectively.

7.2 CSC Zone Determination

7.2.1 Principles for Determination and Modification and/or Elimination of CSC Congestion Zones

7.2.1.1 Developing the Commercial Model 

ERCOT will reassess CSCs annually, based on changes to the ERCOT System topology, and will identify new Congestion Zones based on the reassessed CSC’s by November 1 of each year.  ERCOT will use the following process to identify CSC’s:

(1) By October 1, of each year, ERCOT will complete an analysis of load flow data and expected system additions and will determine expected operating limits and constraints to be used in the designation of CSCs for the upcoming calendar year. 

(2) The appropriate ERCOT Technical Advisory Committee (TAC) Subcommittee will analyze the list of constraints and determine which are appropriately defined as CSCs, based upon of the following factors:  

(a) Expected annual Congestion cost; 

(b) Actual annual Congestion costs from the prior year including the cost of any RMR, OOMC, or OOME services used to resolve Congestion on a particular transmission path during the prior year in excess two million dollars ($2,000,; 

(c) Any other factors that the subcommittee deems to be relevant in the designation of CSCs.  

7.2.1.2 Congestion Zone Determination Methodology

ERCOT will determine Congestion Zones by:

(1) Developing Shift Factors using a linearized (DC) model to identify the impact of each transmission bus on each CSC relative to an ERCOT reference bus.

(2) Using statistical clustering to aggregate transmission busses into zones based upon similar Shift Factors relative to all CSCs. 

(3) Creating Zonal Shift Factors for each CSC by averaging the individual bus Shift Factors, weighted by the megawatts on the bus (using Generation Resource maximum ratings and peak bus Loads).  

(4) Establishing Study Zones to test transfer limits using Power System Simulation tools.  These zones should be reasonable approximations of the final CM Zones.  The following steps shall be used to establish the Study Zones, which are groupings of buses:

(a) If no new candidate CSCs are considered other than prior year’s CSCs, then the CM Zones from the previous year are to be used as Study Zones.

(b) If new candidate CSCs are considered, then calculation using the shift factors and cluster analysis shall be preformed based on the candidate CSCs to create new Study Zones.  

(5) Performing system simulation studies with transfers between the study zones and finding constraints on the transmission system to determine if candidate CSCs are appropriate.

(6) Determining if the candidate CSCs qualify for CSC designation based on the following criterion: There must be a sufficiently competitive market (at a minimum, apparent Market Solutions readily identifiable) to resolve Congestion on the transmission path to be considered for CSC designation.

(7) Using a stakeholder process to determine the number of CSC zones.  The process will attempt to balance the competing goals of minimizing the number of Congestion Zones and maximizing the accuracy of the Commercial Model’s representation of the ERCOT System. 

(8) Ensuring each CSC must straddle a zonal boundary (however, a zonal boundary need not include a CSC).

By November 1 of each year, the appropriate ERCOT subcommittee will report to the TAC and ERCOT Board with recommended CSC designations, and resulting Congestion Zone boundaries for ERCOT Board review and approval.

Immediately following ERCOT Board approval changes in the CSCs and the resulting Congestion Zone boundaries will be posted on the MIS.  This posting will include a bus-by-bus identification of each Congestion Zone.

7.3 Congestion Management for CSCs/Zonal Congestion

7.3.1 Determination of CSC/Zonal Congestion

ERCOT will analyze energy schedules to determine the existence and extent of CSC/Zonal Congestion as part of the Day Ahead Scheduling Process.  

7.3.2 Resolution of CSC/Zonal Congestion

ERCOT will resolve CSC/Zonal Congestion by the following means: 

(1) Using adjusted Balanced Schedules received from QSEs after ERCOT’s posting of CSC/Zonal Congestion impacts greater than the CSC/Zonal Congestion Limit, ERCOT will reassess the resulting level of CSC/Zonal Congestion.  ERCOT will take no further CSC/Zonal Congestion actions if the adjusted Balanced Schedules resolve initial CSC/Zonal Congestion. 

(2) If CSC Congestion still exists following receipt of adjusted Balanced Schedules, ERCOT may procure RPRS provided that sufficient Resources are available to provide Balancing Energy in the Operating Period, in accordance with Section 6.6.3.2. ERCOT will then balance the energy within the ERCOT System in the Operating Period respecting all operational limitations of the ERCOT System.

7.3.3 Settlement of CSC/Zonal Congestion

The interim Postage Stamp Allocation method for settlement of CSC/Zonal Congestion costs to QSEs in section 7.3.3.1will be replaced with a direct assignment of cost methodology of CSC Congestion (with pre-assigned TCRs) starting on February 14, 2002.  Settlement will be in accordance with Section 6.9, Settlement for ERCOT-Provided Ancillary Services, and Section 7.3, Congestion Management for CSCs/Zonal Congestion.

7.3.3.1 System Congestion Fund

ERCOT will maintain a System Congestion Fund (SCF) for purposes of collecting and paying for CSC/Zonal Congestion Management costs during the period when the Postage Stamp Allocation method of settlement is used.  

ERCOT will manage the SCF as follows:

(1) Annually, ERCOT will estimate the total monthly costs to relieve CSC/Zonal Congestion for the next year.  The sum of these monthly costs will be the total expected CSC/Zonal Congestion costs for the next year. 

(2) By December 1 of each year, the ERCOT Board will review and approve a SCF fee to be collected from all QSEs representing Load based on the annual expected CSC/Zonal Congestion cost divided by the total annual estimated MWh ERCOT System Load for the next year.  ERCOT will reevaluate the SCF fee to assure that the SCF collects as close to the expected CSC/Zonal Congestion costs as possible without over or under collecting.  Any funds remaining in the SCF at the end of the year will go to offset the next year’s system Congestion costs. Any shortages, not covered by ERCOT’s line of credit, will be uplifted to all QSEs representing Load on a Load Ratio Share.

(3) ERCOT will make payments from the SCF to QSEs representing Resources used to provide Replacement Reserves and Balancing Energy to solve CSC/Zonal Congestion in accordance with Section 6.8, Compensation for Services Provided.

(4) Each QSE will be charged, on a daily basis, an amount equal to the SCF fee multiplied by the actual megawatt hour of Load represented by that QSE in accordance with this Section.

(5) Any over collection into the SCF will be kept in an interest bearing account to be used to offset future CSC/Zonal cost and or returned on a QSE Load Ratio Share upon moving to a direct assignment of cost methodology of CSC/Zonal Congestion.  

(6) The System Congestion Fund calculation will be as follows:



SCFqi

=
FFi
* 
AMLqi
Where:

SCFqi
System Congestion Fund costs per interval per QSE

FFi
The Forecasted Fee per megawatt hour fee per interval, in accordance with this Section 7.3.3.1.

AMLqi
The Adjusted Metered Load in that interval for a given QSE

7.3.3.2 Tracking Balancing Energy Zonal Congestion Cost

The calculation for tracking Balancing Energy Zonal Congestion costs is the following:

ZCBEzci            =   SPZCi * Max(0, IZCi – TTCZCi)  

IZCi
= SUM((QRSiz - SOiz) * SFzZC )z
The total Balancing Energy CSC costs per interval for the entire market is calculated as follows:



ZCBEi

= 
SUM(ZCBEzci)ZC
Where:

i
Interval being calculated

z
Congestion Zone

ZC
 Zonal Congestion Constraints

ZCBEi 
The total Balancing Energy ZC costs per interval for the entire market

ZCBEzci 
Zonal Congestion Energy Related Congestion Charge per interval  

SPZCi    
Shadow Price per Zonal Congestion, per interval from the Zonal Congestion calculation of Balancing Energy deployment for the interval, as provided by the ERCOT MOS/POS System 

IZCi    
Scheduled MW Impact per ZC, per interval   

TTCZCi    
Actual Total Transfer Capability on a given constraint per Zonal Congestion per interval

SFzZC
Commercial Model Shift Factor per Zonal Congestion, per zone

QRSiz
QSE Resource Schedule per interval, per zone

SOiz
Scheduled Obligation per interval, per zone

7.3.3.3 Replacement Reserve Service CSC/Zonal Congestion Cost

During the interim period, the Replacement Reserve CSC/Zonal Congestion Capacity Cost will be tracked in accordance to this Section . 

The Shadow Price and Zonal Congestion Impact are determined by ERCOT in accordance with Section 6.6.3.2.1 of these Protocols.  










7.3.3.3.1 Post-Interim Period

Following the interim period, a QSE’s Obligation for Replacement Reserves procured for CSC Congestion determined by the Commercial Model will be: 

(1) The marginal price of the constraint as determined by the mathematical optimization process, multiplied by (2) below

(2) The portion of the QSE’s total megawatt impact on the CSC that is insufficient in that Zone, where insufficiency is equal to the maximum impact on the CSC Congestion based on the:

(i) Actual flows, or

(ii) The scheduled flows at the time the RPRS market closes.

7.3.4 Zonal Method

7.3.4.1 Balancing Energy CSC Congestion Charge

Using the direct assignment cost methodology for CSC Congestion, QSEs will pay for the cost of clearing CSC Congestion in accordance with Section 6.9 of these Protocols. The calculation for Zonal Method of Congestion Management is as follows:

ICSCiq
= Σ ((QRSiqz - SOiqz) * SFzcsc ) 

If ICSCiq > 0 then

CSCBECSCiq
=
SPCSCi
* max(0,  ICSCiq – TCRCSCiq)

Else (counterflow)
CSCBECSCiq
=
SPCSCi
* ICSCiq
End


CSCBEiq
=
SUM(CSCBECSCiq)CSC
i
Interval being calculated

q
QSE

z
Congestion Zone

CSC
Commercially Significant Constraint

CSCBECSCiq 
CSC Energy Related Congestion Charge, per interval, per CSC, per QSE

CSCBEiq 
CSC Energy Related Congestion Charge, per interval of that QSE

SPCSCi    
Shadow Price per CSC, per interval 

ICSCiq    
Actual MW Impact per CSC, per interval, per QSE   

TCRCSCiq    
Total Transmission Congestion Rights per CSC, per interval, per QSE

SFzcsc
Commercial Model Shift Factor per CSC, per zone

QRSiqz
QSE Resource Schedule per interval, per zone, per QSE

SOiqz
Scheduled Obligation (prior to real-time) per interval, per zone, per QSE

7.3.4.2 Replacement Reserve Service CSC Congestion Charge

When the interim period has ended, and Congestion management is fully zonal, Replacement Reserve CSC costs will be allocated directly to the QSE impacting the CSC. In the fully zonal model, the Replacement Reserve CSC costs per interval per QSE will be determined by multiplying the Shadow Price of CSC capacity by the difference of the QSE’s CSC impact and any QSE scheduled TCR’s in that interval.

The CSC impact is determined by taking for each Congestion Zone, the maximum of either the difference between each QSE’s Resource schedules and the Load schedules at the time of each round of Replacement Reserve capacity procurement or the difference of their actual Resource and their Adjusted Metered Load within that Congestion Zone multiplied by the average Zonal Shift Factor.  The calculation for the fully zonal model for Congestion Management will be as follows:

CSCRPiq 
= 

SPCCSCi* max(0, ICSCiq  - min(ICSCiq , TCRcsciq))

Icsciq                 =
     max [0,

         
Σ (QRSTOPiqz – CLTOPiqz) * SFzcsc)z, 

      

 


Σ (AMRiqz - AMLiqz) * SFzcsc)z]

i
Interval being calculated

q
QSE

z
Congestion Zone

CSC
Commercially Significant Constraint

CSCRPiq 
CSC Replacement Reserve related Congestion charge, per interval,  per QSE

SPCCSCi    
Capacity Shadow Price per CSC, per interval 

ICSCiq    
Actual MW Impact per CSC, per interval, per QSE   

TCRCSCiq    
Total Transmission Congestion Rights per CSC, per interval, per QSE

SFzcsc
Commercial Model Shift Factor per CSC, per zone

QRSTOPiqz
QSE Resource Schedule per interval, per zone, at the time of purchase, per QSE

CLTOPiqz
Current Load at the time of purchase per zone per interval per QSE

AMLiqz
Adjusted Metered Load in that Congestion Zone per interval of that QSE

AMRiqz
Actual Metered Resource values in that Congestion Zone per interval of that QSE

7.4 Congestion Management for Operational Congestion

7.4.1 Determination of Local Congestion

ERCOT will use the Operational Model of the ERCOT System in combination with QSE energy  schedules and ERCOT forecasted Load to determine the extent of Local Congestion.  Local Congestion is congestion that is not solved with Balancing Energy from more than one zone.
7.4.2 Resolution of Local Congestion

ERCOT will procure RPRS if necessary to provide sufficient capacity to resolve forecast Local Congestion. ERCOT will purchase RPRS from the Resource(s) having the lowest cost per megawatt based on each Resource’s bid price and its ability to resolve the Congestion given its Shift Factor on the Local Congestion. Bid quantity will not be taken into account in the decision to purchase RPRS.

ERCOT will instruct and dispatch Resources in Real Time in a manner that does not exceed the operational limits known to ERCOT. The Resources that have been instructed to operate within a range to resolve Local Congestion are paid or pay a price, in accordance with Section 6.8, that depends on whether a Market Solution exists for resolving the Local Congestion. 

To the extent possible all constraints will be solved using Balancing Energy bids from Congestion Zones as created using the Commercial Model. The tracking cost of Local Congestion is not allocated to QSEs as a separate charge. The Operational Congestion Costs are embedded in each service deployed to resolve Operational Congestion.

The formula to calculate Local Congestion Replacement Reserve payment can be found in Section 6.8.1.11 of these Protocols.

7.4.3 Settlement of Local Congestion Costs

Net Local Congestion costs will be settled in the Balancing Energy settlement process.

[PIP 120: Local Balancing Premiums. The section following needs to be inserted once the system has an equation to settle local congestion separately from other Balancing Energy costs/payments]

7.4.3.1 Balancing Energy Up from a Specific Resource

In accordance with section 6.7.1.2, Deployment of Balancing Energy when Congestion Occurs, if a Market Solution exists, whenever an incremental specific Resource is deployed to solve Local Congestion, the QSE will be paid the incremental premium specified.

LPCRSUqiz 
= 
-1 * Σ((PMqiuz –MCPEiz )* Max(0, OLquiz - ALqiuz))


PMqiuz

=
Max (BPMqiuz, BPMqiuz + MCPEiz )

Where:

LPCRSUqiz:
Payment to QSE for providing Balancing Energy Up from Specific Resource to solve local congestion per QSE per interval per zone

PMqiuz:
Incremental Premium Specified for that specific Resource per interval

BPMqiuz:
Incremental bid premium for that specific Resource per interval

OLquiz:
The resource’s current output level

ALqiuz:
The minimum of the allowed range specified in the Dispatch Instruction at the time of receipt of the Dispatch Instruction 

MCPEiz:
Market clearing price of Energy per interval per zone

7.4.3.2 Balancing Energy Down from a Specific Resource

In accordance with section 6.7.1.2, if a Market Solution exists, whenever a decremental specific Resource is deployed to resolve the Local Congestion, the QSE will be paid the difference of MCPE in the commercial zone, which the specific Resource is in, and the decremental bid premium specified.

LPCRSDqiz 
= 
-1 * Σ( (MCPEiz - BPMqiuz ) * LCqiuz)u

Where:

LPCRSDqiz:
Payment to QSE for providing Balancing Energy Down from specific Resource to solve local congestion per QSE per interval per zone

BPMqiuz:
Decremental bid Premium Specified for that specific Resource per interval

LCqiuz:
Balancing Energy Down instruction for that unit to solve local congestion per interval 

MCPEiz:
Market clearing price of Energy per interval per zone

7.4.3.3 Balancing Energy Charge to Solve Local Congestion

In accordance with this section, all the cost associated with Balancing Energy from a specific resource to solve Local Congestion will be allocated on a QSE Load Ratio Share.

LCCiq = - 1* Σ ((LPCRSUqiz + LPCRSDqiz) * LRSiq)
Where:

LPCRSUqiz:
Payment to QSE for providing Balancing Energy Up from specific Resource to solve local congestion per QSE per interval per zone

LPCRSDqiz:
Payment to QSE for providing Balancing Energy Down from specific Resource to solve local congestion per QSE per interval per zone

LCCiq:
Local Congestion load allocation charge per QSE per interval

LRSqi 
Load Ratio Share

7.5 Transmission Congestion Rights

7.5.1 Determination of Transmission Congestion Rights (TCRs) Use in the ERCOT Market

In accordance with this Section, ERCOT will determine when it will implement the use of TCRs and the allocation of CSC Congestion costs using the direct assignment of cost methodology of CSC method.    Implementation of the TCR auction and direct assignment of CSC Congestion costs shall begin on or about Feburary 15, 2002. 
7.5.2 Function of Transmission Congestion Rights 

TCRs function as financial hedges against the marginal costs to resolve CSC Congestion.  The total costs of CSC Congestion comprise those portions of RPRS costs and the Balancing Energy Service costs associated with managing CSC Congestion.  The TCR holder will receive an amount equal to the directly assigned congestion costs for an equivalent quantity of scheduled flow.  TCRs are not deratable due to changes of the transfer capability of the CSC or interface.   
1) A TCR is a financial right on a specified directional interface for a particular hour that entitles the holder of record to receive remuneration equal to the sum of Shadow Prices ($/MW/15-minute) over all 15-minute intervals within the hour for the corresponding interface multiplied by 1 MW. 

2) A TCR is a financial option, not an obligation.  A holder of a TCR is not required to schedule the TCR in order to receive this remuneration.
3) Annually determined flow limits for CSCs will provide the starting basis for determining the number of TCRs to be auctioned.  The flow limit established for each CSC on an annual basis might be deratable from time to time based on changes in system conditions.  The ultimate number of TCRs  to be auctioned for the CSCs will take into account forecasted changes in system conditions.
4) Upon implementation of direct assignment of CSC congestion costs: 
(a) CSC congestion costs will be directly assigned (paid) to those QSE’s that are determined to be utilizing (unloading) the relevant CSC interface, based on the shift-factors updated and maintained in ERCOT’s operational model and the published shadow price(s) for the same; and 

(b) Credits will be directly assigned to those TCR holders of record in ERCOT’s database for the relevant CSC interface, based on the published shadow price(s) for the same.

7.5.3 Procedure for Computation of Transmission Congestion Rights Quantities 

ERCOT will model the ERCOT System with guidance and assistance from the appropriate ERCOT TAC Subcommittee using steady-state and dynamic power system simulation software and the CSC interfaces determined in accordance with Section 7.2.  The limits determined by these studies will meet NERC and ERCOT  planning criteria as defined in the Operating Guides. Remedial plans that will allow some flexibility in the determination of thermal limits are permitted. Limits that are dynamic, or limits that are likely to cause cascading outages if they are violated, will be less flexible. The capacity of the CSCs will be fully used and there will be no reservation of capacity for any particular segment of Load.

Upon review and approval of the TCR amount, ERCOT will determine and post on the MIS the total quantity, the amount pre-assigned, and the remaining available quantity of TCRs for each CSC.  The remaining available quantity of TCRs for auction will be the total amount of TCRs less the amount pre-assigned.  

7.5.4 Annual and Monthly Auction of Transmission Congestion Rights 

7.5.4.1 Annual and Monthly Auction Summary

Sixty percent (60%) of the available quantity of TCRs for any given CSC path will be allocated to Market Participants based on the results of an initial annual auction. These TCRs will be made available in the annual auction for each hour of the year.  TCRs not sold in the annual auction will be sold in the monthly auctions.
The remaining available quantity of TCRs based on the monthly system conditions, as determined by ERCOT, for any given CSC path will be allocated to Market Participants based on the results of monthly auctions. These TCRs will be made available in the monthly auction for all hours of each day of each month for which the auction is being held.  ERCOT will determine the amount of TCRs for each monthly auction based upon forecasted system conditions for the month.  In determining the amount of TCRs available in each monthly auction, ERCOT shall seek to achieve revenue neutrality and avoid a shortfall in the payment to TCR holders for the month.  
7.5.4.2 Auction Procedures

ERCOT will develop a procedure for authenticating ownership for each TCR.

ERCOT, or its designee, will conduct simple, single round, single-clearing-price auction for each of the CSCs.  The auction awards TCRs from the highest price to the lowest price until one hundred percent (100%) have been awarded.  The lowest awarded price becomes the market-clearing price for all awarded  TCRs in the annual and month auction.  ERCOT shall implement a single round, simultaneous combinatorial auction in 2003, if required by PUCT order.
The auction process will be open to all Market Participants except TDSPs. To participate in the auctions, a bidder must meet financial security requirements established by ERCOT and must have access to the computer hardware, software and communications equipment required to participate. 

7.5.4.2.1 Notice for Annual Auction

Thirty-days (30)  prior to the initial annual auction and sixty-days (60) prior to all subsequent annuals auctions and ten (10) days prior to the monthly auction, ERCOT will post [PRR 299]:

(1) The zone-to-zone impact matrix (to determine the megawatt impact on each CSC);

(2) The number of TCRs to be issued for each period (annual, monthly) in that auction;

(3) Deadline for bidders to satisfy financial requirements;

(4) Specifications for the equipment necessary to participate in the auction;

(5) The date and time by which bids must be submitted;

(6) The bid format;

(7) The closely related elements (CRE);
(8) Any other information of commercial significance to bidders.

7.5.4.2.2 Auction

The auction will be a simple, single round, single-clearing-price auction with the following steps:

(1) The auction will start with the CSC that has the largest amount of capacity available to be auctioned and end with the CSC that has the smallest amount of capacity available to be auctioned.    

(2) Bidders will submit bids containing descending price/quantity pairs.    

(a) The auction system will check the possible award amount of the bid against the credit posted by the bidder.  If the bid violates credit posted by the participant, the whole bid will be rejected.  

(b) The auction system will check the time stamp of bids, which will reflect ERCOT’s receipt of the bids to make sure the bids do not violate the biding period.

(c) The auction system will check to see whether the bids from any one participant exceed the number of TCRs available for auction.

(3) The auction system will compile all bids submitted by auction participants into a bid stack starting with the highest bid. 

(4) The auction system will award bids starting with the highest priced bid.  The auction system will then award to the next highest priced bid and continue this process until all of the capacity available for the particular CSC is awarded. 

(a) If all of the annual bids are awarded and there are TCRs remaining, the remaining TCRs will be included in the monthly auction.

(b) If all of the monthly bids are awarded and there are TCRs remaining, the remaining TCRs will be lost until the next auction.

(5) The last bid/quantity pair awarded will set the price for all TCRs on that particular CSC called the clearing price.  

(6) In the event that there are multiple bids with prices equal to the TCR clearing price, the remaining TCRs will be awarded on a pro-rata basis.  The remainder of TCRs that cannot be distributed in whole integers will be dropped from the auction.

(7) The auctioneer shall announce the results of the auction simultaneously to all TCR bidders, by posting the results on the MIS Website. For each TCR Interface, the quantities of TCRs awarded to each bidder, the clearing price for each TCR Interface, the compiled bid curve, and the number of awardees will be posted.  The identity of the awardees will not be posted.
The total value of the TCRs awarded will be deducted from the available credit line for the next auction for each auction participant.
(a) 
(b) 
(c) 
(2) 
(3) 
(4) 
(5) 
(6) 
(7) 
(8) 
(9) 
[PRR 300: TCR Auction:. The section following needs to be inserted once the auction system has been developed for the monthly and annual auction]

7.5.4.2.2 Auction
The auction will be a single round, simultaneous combinatorial auction. 
7.5.4.3 TCR Auction Charge

TCR auction proceeds will be collected in the following manner:

TCRCRMPi = TCRCSCRMPi * MCPTTCRi

Where:

i     
Interval, could be monthly or annually.

TCRCRMPi 
TCR Charge per RMP for that interval

TCRCSCRMPi
TCR quantity awarded in MW to the RMP (by flow direction) of that interval
MCPTTCRi 
TCR Market Clearing Price for the TCR quantity for that interval

RMP
Registered Market Participant

Registered Market Participants must be qualified by ERCOT to pay via the same standards, as are QSE’s.  TCR’s can be purchased by any Registered Market Participant and sold or transferred to QSE’s.  Only QSE’s are able to apply TCR’s to settlements.

[PIP 161:The process for the invoicing and collection of the TCR funds and the methodology for distribution of the funds have not been determined. TCR auctions will not happen until 2004, or a fully zonal model.]

7.5.5 Allocation Method and Timing for Distributing TCR Auction Revenues
The auction revenues from each annual auction will be placed in an account, the Auction Revenue Fund (ARF) and distributed to the Load Serving Entities on a Load Ratio Share basis in a timely manner.  Any revenue shortfalls will be uplifted to all QSEs on a Load Ratio Share basis for the same 15-minute interval.
The auction revenues from each monthly auction will be placed in the ARF and distributed to the Load Service Entities on a load ratio share basis in a timely manner.  Any revenue shortfalls will be uplifted to all QSEs on a Load Ratio Share basis for the same 15-minute interval.

7.5.6 TCR Settlement

To participate in ERCOT’s TCR settlements, a TCR holder need not be a QSE nor be represented by a QSE, but must be registered as a TCR account holder with ERCOT, comply with creditworthiness requirements established by ERCOT, and have the ability to make and accept electronic transfer of funds.

ERCOT will settle with the holder of record at designated settlement time.

Congestion Credits, based on the published shadow prices for the relevant congested CSC interfaces, will be issued to the TCR holders of record in ERCOT’s database.  Shadow prices will be published as public information at the same time that the corresponding Zonal BES prices are published. 
7.5.7 Direct Allocation of TCRs 
Upon the zonal method being implemented, MOUs and ECs which own or have a long-term (greater than five years) contractual commitment for annual capacity and energy from a specific remote Generation Resource, and that commitment was entered into prior to September 1, 1999, are eligible for pre-assigned TCRs.  The pre-assigned TCRs will be allocated as follows:

(1) The pre-assigned TCRs will extend three years after a MOUs or ECs enters into Customer Choice or the effective date of the removal of Federal Private Use Act restrictions that may be applicable to specific Generation Resources.

(2) The pre-assigned TCRs cost shall be a flat rate that is equal to the three year average (1997-99) of the Entity’s Load Ratio Share of the total ERCOT re-dispatch costs for planned transactions.

(3) The allocation of pre-assigned TCRs will be sufficient to isolate the MOUs and ECs from any direct-assigned costs associated with transporting the output of their remote Generation Resources to their native Load.

(4) Pre-assigned TCRs may only be used to schedule the eligible Generation Resources.

(5) Pre-assigned TCRs may not be traded in the secondary market.

(6) Holders of pre-assigned TCRs shall not be precluded from participating in the market to purchase additional TCRs

(7) Pre-assigned TCRs are subject to change or elimination at any time, upon ERCOT Board of Directors approval or PUCT order.

7.5.8 Secondary Market Exchange of Transmission Congestion Rights

With the exception of pre-assigned TCRs, Market Participants can exchange TCRs in any secondary market. ERCOT will maintain a database of annual and monthly first-purchasers of TCRs.  Subsequent holders or owners (other than first-purchasers) of the TCRs who want the change in ownership to be recorded in the ERCOT TCR ownership database will be responsible for assuring that the sellers report the transactions to ERCOT’s satisfaction and that the sellers authorize the transaction within the ERCOT database in accordance to ERCOT’s procedures.
7.5.9 Transmission Congestion Right Value Under Physical Curtailment or De-rating

TCRs will retain their full value even in the event of physical curtailment or flow limitation below the megawatt quantity for which TCRs were defined on any given CSC path.

7.5.10 Settlement of Transmission Congestion Rights

Settlement of TCRs will offset the impact of the QSE’s schedule on CSC Congestion costs including both Balancing Energy Service and RPRS costs allocated to CSC Congestion.

7.6 Incorporation of Reliability Must-Run and Out of Merit Order Resources

RMR and OOM Resources will be used for Congestion Management as described in Sections 4, Scheduling, Section 5, Dispatch and Section 6, Ancillary Services. RMR and OOM Resources will be used for Congestion Management only in the absence of Market Solutions to alleviate CSC or Local Congestion .  RMR and OOM Resources will be compensated in accordance with Section 6.8.  Net ERCOT costs for RMR and OOM Resources for Congestion Management will be allocated to QSE's via the SCF, direct assignment of cost methodology of CSC, or uplift, consistent with the allocation methods for other RPRS and Balancing Energy costs for Congestion Management as described in this Section.

7.7 Remedies to Congestion Through Transmission Expansion

ERCOT will review the cost of correcting localized transmission limitations through new construction or other means, and will compare this to the costs incurred to correct those problems.  ERCOT shall publish the average cost of the constraint by period for each transmission limitation subtotaled by TDSP.  This information will be included in ERCOT’s  annual transmission planning report. If the projected or actual cost of ERCOT directed
 Congestion Management including all energy and capacity tools, is greater than the cost of correcting the transmission limitations through construction of Facilities, then ERCOT may recommend an upgrade of Facilities to the TDSP.

16.8 Registration of TCR Account Holders

Any Entity wishing to participate in the auction and registration of TCRs shall register with ERCOT and execute a TCR Account Holder Agreement prior to any participation in such program.  In order to participate in the TCR auction, TCR bidders must meet the financial requirements approved by the ERCOT Board.
16.8.1 Qualification of a TCR Account Holder 

16.8.1.1 Criteria for Qualification as a TCR Account Holder

To be qualified as a TCR Account Holder, an Entity must:

(1) Execute a TCR Account Holder Agreement;

(2) Demonstrate to ERCOT’s reasonable satisfaction that the Entity is capable of performing the functions of a TCR Account Holder;

(3) Demonstrate to ERCOT’s reasonable satisfaction that the Entity is capable of complying with the requirements of all ERCOT Protocols and guidelines; and

(4) Satisfy ERCOT’s creditworthiness requirements as set forth in this Section.

TCR Account Holders shall promptly notify ERCOT of any change that materially affects the Entity’s ability to satisfy the criteria set forth above.  If a TCR Account Holder fails to inform ERCOT within one (1) calendar day of a material change in the information provided which may affect the reliability or safety of the ERCOT System or the financial security of ERCOT, ERCOT may, refuse to accept bids or TCR transfers from the TCR Account Holder and take any other action deemed appropriate.

Continued qualification, as a TCR Account Holder is contingent upon adherence to all requirements set forth in these Protocols. ERCOT shall suspend the TCR Account Holder’s rights as an Account Holder at such time as ERCOT reasonably determines that the Entity does not satisfy the criteria set forth above.  

16.8.1.2 TCR Account Holder Qualification Requirements 

To meet the minimum requirements for qualification by ERCOT a TCR Account Holder must:

(1) Submit an application for qualification, including any applicable fee.  

(2) Execute any required agreements relating to use of the ERCOT network, software and systems.

(3) Designate a representative who shall be responsible for operational communications and who shall have sufficient authority to commit and bind the TCR Account Holder.

(4) Be financially responsible for payment of settlement charges as set forth in Sections 6, 7 and 9 of these Protocols.  

(5) Demonstrate a working functional interface with all required ERCOT systems as defined by these Protocols;

(6) Provide all necessary bank account information and arrange for Fed-Wire System transfers for two-way confirmation; and

(7) Allow ERCOT, upon reasonable notice to conduct a site visit for verification of provided information.

16.8.1.3 Application Process for TCR Account Holder Qualification

To qualify as a TCR Account Holder, a TCR Account Holder applicant must submit to ERCOT a TCR Account Holder application, TCR credit application, and any applicable fee.  ERCOT shall post on the ERCOT web sight the form in which TCR Account Holder application must be submitted, all materials that must be provided with the TCR Account Holder application, the TCR Account Holder Agreement, and the fee schedule, if any, applicable to TCR Account Holder applications and TCR credit application.  The TCR Account Holder application shall be attested to by a duly authorized officer or agent of the TCR Account Holder applicant.  The TCR Account Holder applicant shall promptly notify ERCOT of any material changes affecting a pending TCR Account Holder application using the appropriate form posted on the ERCOT web sight.  The application must be submitted at least ten (10) days prior to the proposed date of commencement of service.

16.8.1.3.1 Notice of Receipt of TCR Account Holder Application

Within three (3) Business Days after receiving each TCR Account Holder application and TRC Account Holder credit application, ERCOT shall send the TCR Account Holder applicant a written confirmation that ERCOT has received the TCR Account Holder application and TCR credit application.  ERCOT shall return without review any TCR Account Holder application that does not include the proper application fee.  The remainder of this subsection shall not apply to any TCR Account Holder application returned for failure to include the proper application fee.

16.8.1.3.2 Sufficiency of Information Provided by TCR Account Holder Applicant 

Within ten (10) Business Days after receipt of a TCR Account Holder application and TCR credit application, ERCOT shall notify the TCR Account Holder applicant in writing if the TCR Account Holder application is incomplete.  Within ten (10) Business Days after receipt of a TCR Account Holder application, if ERCOT does not notify an applicant that the application is incomplete, the application shall be deemed complete as of the date of receipt by ERCOT.  

If ERCOT determines that a TCR Account Holder application and TCR credit application is not complete, ERCOT’s notification shall explain the deficiencies and stipulate the additional information necessary to make the TCR Account Holder application complete. The TCR Account Holder applicant shall then have five (5) Business Days from the receipt of ERCOT’s notification, or such longer period as ERCOT may allow, providing the additional required information.  If the TCR Account Holder applicant responds to the ERCOT notification within the allotted time, then the TCR Account Holder application shall be deemed complete on the date that ERCOT receives the complete additional information from the applicant.  

If the TCR Account Holder applicant does not respond to ERCOT’s notification within the time allotted, ERCOT will reject the application and will notify the applicant according to the procedures below.   

16.8.1.3.3 ERCOT Acceptance or Rejection of TCR Account Holder Application

ERCOT shall approve or reject each TCR Account Holder application and TCR credit application not more than ten (10) Business Days after the TCR Account Holder application and TCR credit application has been deemed complete in accordance with this subsection.  Upon reasonable notice to the TCR Account Holder applicant, ERCOT may conduct a site visit as part of its evaluation of a TCR Account Holder application.  ERCOT may approve a TCR Account Holder application on the condition that the TCR Account Holder applicant agrees to a limitation(s) with respect to the types of transactions that it may conduct with ERCOT.

If ERCOT approves a TCR Account Holder application, it shall send an approval letter to the TCR Account Holder applicant, along with a TCR Account Holder Agreement and any other required agreements relating to use of the ERCOT network, software and systems for the TCR Account Holder applicant’s signature.

If ERCOT rejects a TCR Account Holder application, ERCOT shall send the TCR Account Holder applicant a rejection letter explaining the grounds upon which ERCOT has rejected the TCR Account Holder application. Appropriate grounds for rejecting a TCR Account Holder application include:

(1) Required information not provided to ERCOT in the allotted time,

(2) Non-compliance with technical requirements; and/or 

(3) Non-compliance with other specific eligibility requirements set forth in this Section or in any other part of these Protocols.

Not later than ten (10) Business Days after receipt of a rejection letter, the TCR Account Holder applicant may challenge the rejection of its TCR Account Holder application utilizing the dispute resolution procedures set forth in Section 20, Alternative Dispute Resolution Procedures.  Regardless of whether or not the TCR Account Holder applicant challenges the rejection, the applicant may submit a new TCR Account Holder application and fee and ERCOT shall process the new TCR Account Holder application in accordance with this subsection. 

16.8.1.4 Remaining Steps for TCR Account Holder Qualification  

An applicant must coordinate or perform the following:  

(1) Return the executed TCR Account Holder Agreement and other related agreements to ERCOT,

(2) Coordinate with ERCOT and other Entities as necessary, to test all communications necessary to participate in the ERCOT TCR market,

(3) Submit a Service Filing

(4) Demonstrate compliance with security requirements.
(5) Return the executed TCR credit agreement
16.8.1.4.1 TCR Account Holder Application
Not less than fifteen (15) calendar days prior to commencement of any TCR bidding or TCR transfer activities with ERCOT, each TCR Account Holder must submit a complete application, including declaration on any Subordinate TCR Account Holders. ERCOT shall post on the ERCOT web sight the forms and procedures to be used by TCR Account Holders to submit an application.  The application shall include:

(1) Proof of credit for ERCOT security amount, as detailed below; the security amount will increase or decrease with the addition or discontinuance of represented Account Holders and/or their respective market activity;

Not more than three (3) Business Days after receiving each application, ERCOT shall send a written notification to the TCR Account Holder that it has received the application. If the application is not complete, ERCOT shall notify the TCR Account Holder by telephone, by email, and certified mail with an explanation of the additional information necessary to make the application complete. 

Not more than ten (10) calendar days after a complete application (either an application that is initially complete or one that has been supplemented pursuant to the above procedures) is received by ERCOT, ERCOT shall either notify the TCR Account Holder it may begin TCR bidding and TCR transfers upon its proposed commencement date or that ERCOT has reasonably determined that the TCR Account Holder’s application is insufficient.  

Not later than ten (10) Business Days after receipt of a notice of insufficiency, the TCR Account Holder may challenge the notice of insufficiency utilizing the dispute resolution procedures set forth in Section 20, Alternative Dispute Resolution Procedures. Regardless of whether or not the TCR Account Holder challenges the notice of insufficiency, the TCR Account Holder may submit a new application and ERCOT shall process the new application in accordance with this subsection.

16.8.1.5 TCR Account Holder Financial Security

16.8.1.5.1 ERCOT Creditworthiness Requirements for TCR Account Holders

TCR Account Holder’s must meet ERCOT’s creditworthiness requirements and maintain any minimum security amount required, as provided herein and demonstrated in a form acceptable to ERCOT.  If the TCR Account Holder’s creditworthiness rating falls below the level established by the ERCOT Board described below, ERCOT will suspend the TCR Account Holder’s TCR bidding activities under these Protocols until the TCR Account Holder submits another form of security in accordance with this Section.

16.8.1.5.1.1 Requirements for Establishing Creditworthiness Rating

Minimum short term and long-term debt ratings, minimum average ties/interest earning ratio (TIER) and debt service coverage (DSC) ratios, and minimum equity ratios to establish credit worthiness will be adopted by the ERCOT Board of Directors.

A TCR Account Holder may meet ERCOT’s credit requirements, and is not initially required to post security, if the TCR Account Holder meets one of the following requirements:

(a) Has a Entity Short-Term or Long-Term Debt Rating that meets or exceeds the Minimum Short-Term and Long-Term Debt Ratings adopted by the Board;

(b) Is an Electric Cooperative, and (i) is a Rural Utilities Service (“RUS”) power supply borrower, and (ii) achieves the average TIER and DSC coverage ratios to be approved by the ERCOT Board, as such terms are defined in the Code of Federal Regulations Chapter XVII, and (iii) maintain an equity level approved by the ERCOT Board;

(c) Is a privately held company without Short Term or Long Term Debt Ratings, and (i) has equity in the amount equal to or greater than the minimum equity level approved by the ERCOT Board for a TCR Account Holder under this subsection, which may be adjusted by the Board from time to time in its discretion; and, (ii) provides its most recent audited and/or unaudited financial statements and other information as requested by ERCOT on a basis approved by the ERCOT Board (such as annually, quarterly, or monthly).   

16.8.1.5.1.2 Alternative Means of Satisfying ERCOT Creditworthiness Requirements

If a TCR Account Holder does not meet the creditworthiness qualifications above, the TCR Account Holder may satisfy ERCOT’s creditworthiness requirements through one of the following means:

(1) Another Entity that meets or exceeds the Minimum Debt Ratings, as established by the ERCOT Board, may provide a corporate guarantee of the TCR Account Holder’s liability to ERCOT in an amount equal to the TCR Account Holder’s Total Estimated Liability (TEL) or Estimated Aggregate Liability (EAL), whichever is applicable; provided that the corporate guarantee issuer shall provide annual audited financial statements not later than thirty (30) days after the close of each of the issuer’s fiscal year.

(2) The TCR Account Holder may provide an irrevocable letter of credit naming ERCOT beneficiary in an amount equal to or greater than the TCR Account Holder’s Total Estimated Liability (TEL) or Estimated Aggregate Liability (EAL), whichever is applicable.  ERCOT may reject the letter of credit if the issuing bank is unacceptable to ERCOT or if the conditions under which ERCOT can draw against the letter of credit are unacceptable to ERCOT. 

(3) The TCR Account Holder may deposit cash in an account designated by ERCOT with the understanding that ERCOT may draw part or all of the cash so deposited to satisfy any overdue payments owed by the TCR Account Holder to ERCOT.  The account may bear interest payable directly to the TCR Account Holder, provided, however, any such arrangements shall not restrict ERCOT’s immediate access to the funds.  The cash so deposited shall be in an amount equal to or greater than the TCR Account Holder’s TEL or EAL, whichever is applicable. 

16.8.1.6 Monitoring of Creditworthiness by ERCOT

ERCOT shall monitor the creditworthiness of each TCR Account Holder.  With respect to a TCR Account Holder that meets ERCOT creditworthiness requirements pursuant to 16.8.1.5.1, Requirements for Establishing Creditworthiness Rating, such TCR Account Holder shall inform ERCOT within three (3) Business Days if it has experienced a material change in its ability to satisfy the credit requirements of subsection 16.8.1.5.1.2, Alternative Means of Satisfying ERCOT Creditworthiness Requirements.  If the TCR Account Holder fails to promptly satisfy ERCOT creditworthiness requirements, then ERCOT may suspend the TCR Account Holder’s right to bid for TCRs.

With respect to TCR Account Holders meeting creditworthiness requirements using an alternative means provided in subsection 16.8.5.1, Alternative Means of Satisfying ERCOT Creditworthiness Requirements, each TCR Account Holder is responsible, at all times, for maintaining security in an amount at or above its EAL or TEL, as applicable.  ERCOT shall promptly notify each TCR Account Holder of changes to its TEL or EAL and allow the TCR Account Holder a reasonable time to provide additional security if necessary to maintain compliance with subsection 16.8.1.5. TCR Account Holder Financial Security.  If a TCR Account Holder fails to provide additional security within the time allowed by ERCOT, ERCOT may refuse to accept TCR bids from the TCR Account Holder and take any other action deemed appropriate. 

ERCOT shall issue notifications to the Account Holder when the TCR bid liability is greater than the TCR Account Holder’s posted security.  

16.8.1.7 Late Payments by Account Holders

It is the sole responsibility of each TCR Account Holder to ensure that amounts due to ERCOT, by such TCR Account Holder and any Subordinate TCR Account Holders it has designated, are submitted on a timely basis.  Each Subordinate TCR Account Holder will receive a separate invoice.  Netting of the amounts due by Subordinate TCR Account Holders is not allowed.  The amount due on the separate invoices for each Subordinate TCR Account Holder must be submitted by the due date and time due.  If a Subordinate TCR Account Holder does not submit the full amount due by the due date and time due (net remittances by 10 AM on the due date), ERCOT shall deduct the amount due by that Subordinate TCR Account Holder from the TCR Account Holder and/or any other Subordinate TCR Account Holder of that TCR Account Holder to the extent of the amount due and not paid by the late paying Subordinate TCR Account Holder before calculating short payments to other ERCOT Market Participants.

Regardless of reason, if the payment is not received by ERCOT’s financial institution by the due date and time, the payment will be considered to be a “Late Payment”.  An incomplete payment shall be considered a Late Payment.   In the event of a Late Payment, ERCOT will immediately contact a Senior Representative of the TCR Account Holder telephonically and demand payment of the past due amount. 

This procedure does not preclude ERCOT from drawing upon a TCR Account Holder’s security any time when a TCR Account Holder’s payment is late.  For the Late Payment in any rolling 12-month period, ERCOT shall review the circumstances and reason for the Late Payment, and shall, in its sole discretion, determine whether it should take action against the TCR Account Holder.  ERCOT will send a notification to a Senior Representative of the Account Holder advising the TCR Account Holder whether or not ERCOT is taking action, and advising the TCR Account Holder of the action.  
16.8.1.7.1 Enforcement 

ERCOT shall make reasonable efforts to meet with Senior Representative(s) of the TCR Account Holder to discuss the Late Payment occurrences.  ERCOT shall take the following actions:

Terminate the TCR Account Holder’s Agreement with ERCOT, as provided in the TCR Account Holder’s Agreement.

 16.8.1.8 Release of Account Holder’s Security Requirement

ERCOT shall, following the termination of a TCR Account Holder Agreement and within thirty (30) days of being satisfied that no sums remain owing by the TCR Account Holder under these Protocols, return or release to the TCR Account Holder, as appropriate, any security provided by the TCR Account Holder under this Section.  The TCR Account Holder will not be allowed to participate in future TCR auctions or ERCOT recognized TCR transfers.
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