
Attachment A

TNT Response to PUCT Project 27678 Issues

The ERCOT Texas Nodal Team is in the early stages of the Texas Nodal Market design process.  The market participants are confident that the ERCOT TNT process will result in a consensus design that is good for the market consistent with the Commission's guidance provided during its deliberations surrounding the Substantive Rulemaking for 25.501. The goal of the market participants is to consider a number of potential market designs.  This requires some flexibility in the design environment.  In the interest of moving forward on the current expedited time line and given the demands of the TNT process on market participants’ representatives, it is important to focus activities on one process. Consequently, it is essential that the Commission create a flexible design environment for the market participants by allowing the details of the market structure to reside in the revised ERCOT Protocols, which will require Commission approval prior to their implementation.

Consistent with these concepts, please find in Attachment 1 some early thoughts of the TNT participants concerning the issues to be addressed in PUCT Project No. 27678 and, in Attachment 2, suggested modifications to the Commission's Substantive Rule 25.501 that the Commission may want to consider in bringing Project No. 27678 to closure.

PUCT STAFF Q&A

1. WHAT TYPES OF CONGESTION RIGHTS SHOULD ERCOT ISSUE?

The Texas Nodal Team’s current consensus is that the ERCOT CRR auction should, at a minimum, include CRRs defined as point-to-point options.  Other CRR products including, but not limited to, point-to-point obligations and/or flowgate rights are being considered and discussion continues on the application for point-to-point obligations and flowgate rights.   

2. UNDER WHAT CONDITIONS SHOULD ERCOT DERATE CONGESTION RIGHTS?

Based on discussions with PUCT Staff that occurred at the TNT Congestion Management meeting held on September 30th, it does not appear that the TNT has a full understanding of all of the aspects of this issue as envisioned by the Staff at this time.  Notwithstanding the need for additional clarification, TNT Congestion Management Group discussed the possibility that if rights were auctioned as today—with 60% being offered for sale annually, and the remaining offered for sale   monthly less known derations
, some “deration” would be inherently considered in the studies done to support the monthly rights.  This would occur because known outages (which would potentially derate CRRs) would be included in the studies used to form the basis for the determination of the number of CRRs available on a monthly basis.  Thus, derating of congestion rights that have already been sold, may not be necessary. The impact of transmission capability that serves pockets of generation, which was a concern expressed by Staff, requires further deliberation by the TNT participants.  

3. WHAT TERMS AND CONDITIONS SHOULD ALLOCATED (PRE-ASSIGNED) CONGESTION RIGHTS HAVE?

The Texas Nodal Team discussions reflect agreement on the language for preassigned Congestion Revenue Rights. The language reflects the methodologies for the distribution of preassigned Congestion Rights in the current market.  

4. HOW SHOULD CRR AUCTION REVENUE BE DISTRIBUTED?

The Texas Nodal Team supports distribution of CRR auction revenues on an ERCOT wide Load Ratio Share basis. 

Congestion Rights

§25.501.
Wholesale Market Design for the Electric Reliability Council of Texas.

…

(1)  (i)
Congestion rights.  ERCOT shall provide congestion revenue rights (CRRs), but shall not provide physical transmission rights.  CRRs shall be subject to the following minimum requirements: ERCOT shall auction all CRRs, using a simultaneous combinatorial auction, with the exception of any preassigned CRRs;

(2) CRRs shall not be subject to "use-it-or-lose-it" or "schedule-it-or-lose-it" restrictions;

(3) All CRRs shall be tradable, including preassigned CRRs;  

(4) ERCOT shall provide, at a minimum, CRRs that are defined as point-to-point options.  Additionally, point-to-point obligations and/or flowgate rights may also be provided as specified in the ERCOT Protocols;

(5) Preassigned CRRs are available to municipally owned utilities (MOUs) and electric cooperatives (ECs) that choose to apply for such rights and that own or have a long-term contractual commitment for annual capacity and energy from a specific generation resource, and such commitment was entered into prior to September 1, 1999.  Preassigned CRRs are available on an annual basis until the later of the date upon which an MOU or EC implements retail customer choice, or such other date as may be specified by order of the commission.  In no event shall the term of a preassigned CRR extend beyond the expiration or termination of the applicable MOU’s or EC’s entitlement to the capacity and energy associated with the CRR;

(6) CRR auction revenues shall be distributed to all ERCOT load on an ERCOT wide load ratio share basis.







� This discussion is not intended to preclude multi-year auctions.





