PRS Recommendation Report

	NPRR Number
	027
	NPRR Title
	Block Offers in CRR Auction

	Timeline

(Normal or Urgent)
	Normal
	Recommended Action
	Approval of Baseline 1 Group 1 Impact Analyses

	Nodal Protocol Section(s) Requiring Revision (include Section No. and Title)
	7.3, Types of Congestion Revenue Rights to Be Auctioned 
7.5.2.1, CRR Auction Offer Criteria

	Effective Date
	Upon Texas Nodal Market implementation.

	Priority and Rank Assigned
	Not applicable.

	Revision Description
	This NPRR revises how Congestion Revenue Rights (CRRs) may be offered in the CRR Auctions.  CRRs may be bid in CRR Auctions and may be allocated in any time-of-use blocks.  However, CRR bid awards and allocations for a one-month strip of 7x24 block will be split into one-month strips of the three other blocks; and may be offered into subsequent CRR Auctions as the three separate block offers, but not as a single 7x24 block.

	Overall Market Benefit
	Avoids costs of vendor (Nexant) CRR system changes.

	Overall Market Impact
	Loss of flexibility of offering a one-month strip of 7x24 block allocated or awarded in a previous auction as (i) a 7x24 block; or (ii) any of the three other blocks that make up the 7x24 block.

	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
	· NPRR027 and its Impact Analysis (IA) were posted on 9/14/06.

· On 9/21/06, PRS considered this NPRR.
· On 10/6/06, TAC considered this NPRR.

· On 10/17/06, the ERCOT Board of Directors (Board) considered this NPRR.

· On 06/05/07, the Baseline 1, Group 1 (B1G1) IA was posted.  

· On 06/12/07, the PRS reviewed the B1G1 IA.  

	PRS Recommendation 
	On 9/21/06, PRS voted to recommend approval of NPRR027 as submitted.  There were two abstentions from the Independent Power Marketer (IPM) and the Municipally Owned Utility (MOU) segment.  All Market Segments were present for the vote.

On 06/12/07, PRS unanimously voted to forward the B1G1 IA to TAC for approval.  All Market Segments were present for the vote.  

	Summary of PRS discussion
	On 9/21/06, ERCOT Staff explained that NPRR027 is a value engineering change.  ERCOT Staff noted that other markets do not have the level of flexibility currently written in the Nodal Protocols because the vendor does not provide it.  

On 6/12/07, PRS noted that the B1G1 NPRR requirements are already included in the nodal program and they have no cost or schedule impact.

	TAC Recommendation 
	On 10/6/06, with all Market Segments present, TAC voted unanimously to recommend approval of NPRR027 as recommended by PRS.

	Summary of TAC discussion
	No discussion. 

	Board Action
	Approved NPRR027 as recommended by TAC.


	ERCOT/Market Segment Impacts and Benefits


	

	Assumptions
	1
	The vendor (Nexant) CRR system does not support the flexibility of offering a one-month strip of 7x24 block allocated or awarded in a previous auction as (i) a 7x24 block or (ii) any of the 3 other blocks that make up the 7x24 block.

	

	
	Impact Area
	Monetary Impact

	Market Cost
	1
	Loss of flexibility of offering a one-month strip of 7x24 block allocated or awarded in a previous auction as (i) a 7x24 block or (ii) any of the 3 other blocks that make up the 7x24 block
	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): Market Operator Interface functionality; Database Subsystem; testing; and documentation
	Vendor estimates a cost of $325,000 for adding this flexibility to their system – this cost would be avoided by eliminating this flexibility.

	

	Additional Qualitative Information

	1
	

	

	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


7.3
Types of Congestion Revenue Rights to Be Auctioned

(1)
ERCOT shall auction the following types of CRRs:

(a)
PTP Options;

(b)
PTP Obligations; and

(c) 
FGRs that are offered by CRR Account Holders. 

(2)
PTP Options are evaluated hourly in each CRR Auction as the positive power flows on all directional network elements created by the injection and withdrawal at the specified source and sink points in the quantity represented by the CRR bid or offer (MW), excluding all negative flows on all directional network elements.  

(3)
PTP Obligations are evaluated hourly in each CRR Auction as the positive and negative power flows on all directional network elements created by the injection and withdrawal at the specified source and sink points of the quantity represented by the CRR bid or offer (MW).  

(4)
PTP Options can only result in payments from ERCOT to the CRR Owner of record.  A PTP Obligation may result in either a payment or a charge to the CRR Owner of record.

(5)
FGRs are evaluated in each CRR Auction as the positive power flows represented by the quantity of the CRR bid or offer (MW) on a flowgate, (i.e., predefined directional network element or a predefined bundle of directional network elements).The flowgates on which FGRs are offered by ERCOT are specified in Section 7.3.1.2, Defined Flowgates.

(6)
CRRs must be auctioned in the following time-of-use blocks (having the same MW amount for each hour within the block):

(a)
5x16 blocks for hours ending 0700-2200, Monday through Friday (excluding NERC holidays), in one-month strips;

(b)
2x16 blocks for hours ending 0700-2200, Saturday and Sunday, and NERC holidays in one-month strips;

(c)
7x8 blocks for hours ending 0100-0600 and hours ending 2300-2400 Sunday through Saturday, in one-month strips; and

(d)
7x24 blocks (combinatorial by specifying the previous three types of blocks), in one-month strips.

(7)
The CRR blocks described in paragraph (6) above must be auctioned simultaneously in the annual CRR Auctions, in which capacity is made available for the next two years. 
(8)
CRR Auction Bids and PCRR nominations may specify any of the time-of-use blocks. An awarded CRR Auction Bid and PCRR allocation for each one-month strip of 7x24 block will be recorded by ERCOT as one one-month strip of the 5x16 block, one one-month strip of the 2x16 block, and one one-month strip of the 7x8 block of the same MW amount, the same CRR source and CRR sink or flowgate, and the same month as the 7x24 block. 
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 except that a 7x24 block may not be designated;

(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.







027NPRR-07 PRS Recommendation Report 061207

PUBLIC

Page 1 of 5

