PRS Recommendation Report


	NPRR Number
	028
	NPRR Title
	CRR Trading in Blocks Only

	Timeline

(Normal or Urgent)
	Normal
	Recommended Action
	Approval

	Nodal Protocol Section(s) Requiring Revision (include Section No. and Title)
	7.2, Characteristics of Congestion Revenue Rights
7.5.2.1, CRR Auction Offer Criteria
7.5.3.1, Data Transparency
7.8, Bilateral Trades and ERCOT CRR Registration System

	Proposed Effective Date
	Upon Texas Nodal Market implementation.

	Priority and Rank Assigned
	Not applicable.

	Revision Description
	This PRR revises how Congestion Revenue Rights (CRRs) may be traded in the bilateral market and in CRR Auctions. This revision would limit CRR trading to time-of-use blocks for a particular date and CRR Offers in CRR Auctions to time-of-use blocks. With this revision, CRR Account Holders would not be able to trade a particular hour or a block of hours that is not one of the defined time-of-use blocks in Section 7.3 (6).

	Overall Market Benefit
	Avoid costs of vendor CRR system changes.

	Overall Market Impact
	Loss of flexibility of bilaterally trading CRRs for each hour and offering of CRRs for particular hour or hours (except time-of-use blocks in Section 7.3 (6)) in CRR Auctions.

	Consumer Impact
	None.

	Credit Impacts:  Has the Credit Workgroup reviewed the PRR?  If so, are there credit impacts? (indicate Yes or No, and if Yes, include a summary of impact)
	TBD

	Procedural History
	· NPRR028 and its Impact Analysis (IA) were posted on 9/14/06.

· On 9/21/06, PRS considered this NPRR.

	PRS Recommendation (indicate whether all segments were present for the vote, and the segment of parties that voted no or abstained)
	On 9/21/06, PRS voted to recommend approval of NPRR028 as submitted. There was one abstention from the Independent Generator segment.  All Market Segments were present for the vote.

	Summary of PRS discussion
	ERCOT Staff explained that the $300,000 in savings noted in the IA does not address downstream storage and data management issues associated with implementation.


	ERCOT/Market Segment Impacts and Benefits


	

	Assumptions
	1
	The vendor (Nexant) CRR system does not support the flexibility of bilaterally trading CRRs for each hour and offering CRRs for particular hour or hours (except time-of-use blocks in Section 7.3 (6)) in CRR Auctions.

	

	
	Impact Area
	Monetary Impact

	Market Cost
	1
	Loss of flexibility of bilaterally trading CRRs for each hour and offering CRRs for particular hour or hours (except time-of-use blocks in Section 7.3 (6)) in CRR Auctions.
	Not known.

	

	
	Impact Area
	Monetary Impact

	Market Benefit
	1
	Avoids costs of vendor (Nexant) CRR system changes in the following: data interfaces; Market User Interface functionality (new Java based editor, bilateral trading system, portfolio editor, downloads): Market Operator Interface functionality (command manager); Database Subsystem; testing; and documentation
	Vendor estimates a cost of $395,000 for adding this flexibility to their system – this cost would be avoided by eliminating this flexibility.

	

	Additional Qualitative Information

	1
	In addition to the development costs, Nexant CRR team believes there might be other long-term costs associated with the maintenance of the CRR System due to increased complexity, possible need for increased H/W costs for performance and storage, increased auditing overhead, archiving requirements, etc.

These long-term costs are not very easy to assess and hence are not covered by their cost estimates.

	

	Other
	1
	

	


	Sponsor

	Name
	Beth Garza on behalf of ERCOT Staff

	Company
	ERCOT

	Market Segment
	N/A


	Comments Received

	Comment Author
	Comment Description

	None
	


	Proposed Nodal Protocol Language Revision


7.2
Characteristics of Congestion Revenue Rights

Each CRR has the following characteristics:

(a)
A quantity of one MW;

(b)
A duration of one hour; 
(c)
An ability to be fully tradable financial instruments in specified time-of-use blocks except for a PTP Option with Refund and a PTP Obligation with Refund; and  

(d)
A designated source (injection point) that is a Settlement Point and a designated sink (withdrawal point) that is a different Settlement Point, except for an FGR, which has a designated directional network element, or a bundle of directional network elements, instead.

7.5.2.1
CRR Auction Offer Criteria

(1)
A CRR Auction Offer indicates a willingness to sell CRRs at the auction clearing price, if it equals or exceeds the Minimum Reservation Price. It must be submitted by a CRR Account Holder and must include the following: 

(a)
The name of the CRR Account Holder;

(b)
The unique identifier for each CRR being offered, which must include the single type of CRR being offered;

(c)
The source Settlement Point and the sink Settlement Point or name of flowgate for the block of CRRs being offered;

(d)
The month for which the block of CRRs is being offered, including block designation;

(e)
The quantity of CRRs in MW, which must be the same for each hour within the block, for which the Minimum Reservation Price is effective; and

(f)
A dollars per CRR (i.e. dollars per MW per hour) for the Minimum Reservation Price.

(2)
The CRR Account Holder may submit a self-imposed auction-wide credit limit, if desired.

(3)
A CRR Account Holder can only offer to sell one-month strips of CRRs for which it is the CRR Owner of record at the time of the offer.  

(4)
An offer to sell an FGR must specify the name of a flowgate as defined in Section 7.3.1, Flowgates.

(5)
A CRR offer for a specified MW quantity of CRRs constitutes an offer to sell a quantity of CRRs equal to or less than the specified quantity.  A CRR offer may not specify a minimum quantity of MW that the CRR Account Holder wishes to sell.

7.5.3.1
Data Transparency

(1)
Following each CRR Auction, ERCOT shall record and make available to each CRR Account Holder on the MIS Certified Area the following information for each CRR awarded in, sold in, or allocated before, the CRR Auction to the specific CRR Account Holder:

(a)
Unique identifier of each CRR;  

(b)
Type of CRR (PTP Option, PTP Obligation, PTP Option with Refund, PTP Obligation with Refund, MCFRIs or other FGRs);

(c)
Clearing price and, if applicable, the PCRR pricing factor of each CRR; 

(d)
Except for FGRs, the source and sink of each CRR; and

(e)
FGR identity and direction;

(f)
The date and time-of-use block for which the CRR is effective; and

(g)
Total MW of each PTP pair of CRR, awarded, sold or allocated, or total MW for each flowgate, awarded, sold or allocated. 

(2)
Following each CRR Auction, ERCOT shall post to the MIS Public Area the following information for all outstanding CRRs following this auction:

(a)
PTP Options and PTP Options with Refund – the source and sink , and total MWs; 

(b)
PTP Obligations and PTP Obligations with Refund – the source and sink and total MWs;

(c)
FGRs – the identity of each directional flowgate, and the magnitude of positive flow (MW) on each directional network element represented by each flowgate;

(d)
The identities of the CRR Account Holders that were awarded or allocated CRRs in or before the CRR Auction;

(e)
The clearing prices for each strip of CRR blocks awarded in the CRR Auction; 

(f)
The identity and post contingency flow of each binding directional element based on the CRR Network Model used in the CRR Auction; and

(g)
All CRR Auction Bids and CRR Auction Offers, without identifying the name of the CRR Account Holder that submitted the bid or offer.

7.8
Bilateral Trades and ERCOT CRR Registration System

(1)
Market Participants may sell or trade PTP Options, PTP Obligations and FGRs bilaterally, except PTP Options with Refund and PTP Obligations with Refund.  

(2)
The characteristics of the CRRs sold or traded bilaterally, including CRR source and CRR sink and time-of-use block, may not be modified from the terms of the original CRR.  

(3)
ERCOT shall initially populate a database of CRR Owners with the annual and monthly first-buyers of CRRs and first-recipients of PCRRs and MCFRIs.  

(4)
A transfer of CRRs through the ERCOT CRR registration system is not effective until the selling CRR Account Holder reports the transaction, the buying CRR Account Holder acknowledges the transaction, and both parties meet ERCOT’s credit requirements to support the transfer.  Until all of those occur, the selling CRR Account Holder is considered the CRR Owner for purposes of these Protocols, including financial responsibility.

(5)
For CRR ownership to be effective in the DAM, the CRR must be registered through the ERCOT CRR registration system prior to the Day-Ahead Market.  PTP Obligations acquired in DAM may not change ownership in the ERCOT CRR registration system after DAM execution.
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