PRS Recommendation Report

	NPRR Number
	100
	NPRR Title
	PCRR Release Mechanism

	Timeline
	Normal
	Recommended Action
	Approval

	Date of Decision
	March 20, 2008

	Protocol Sections Requiring Revision
	7.4.1, PCRR Allocation Eligibility.

7.4.2, PCRR Allocation Terms and Conditions.
7.5.1, Nature and Timing.
7.5.6.3, Charge of PCRRs Pertaining to a CRR Auction.

	Proposed Effective Date
	Upon implementation of the Texas nodal market.

	Priority and Rank Assigned
	Not applicable.

	Revision Description
	This Nodal Protocol Revision Request (NPRR) removes the Pre-Assigned Congestion Revenue Right (PCRR) release concept, replacing it with a process in which a fraction of the previously allocated or awarded CRRs are factored into the determination of available network capacity for a CRR auction.

	Overall Market Benefit
	Higher confidence in CRR ownership records due to reduced administrative overhead necessary to manage multiple ‘releases’ to PCRR owners.
PCRR owners will have greater flexibility to offer their PCRRs in subsequent CRR auctions, increasing the potential for other CRR 
Account Holders to acquire this associated network capacity.

This NPRR will not affect the Simultaneous Feasibility Test (SFT) calculation of CRR auctions following CRR allocations.

	Overall Market Impact
	The CRR system is being developed at a lower cost by not including the customizations that would have been required to implement the PCRR ‘release’ concept.

	Consumer Impact
	Lower system development costs may result in lower than otherwise ERCOT admin fees.

	Credit Impacts 


	ERCOT credit staff and the Credit Work Group (Credit WG) have reviewed NPRR100 and do not believe that it requires changes to credit monitoring activity or the calculation of liability.

	Procedural History
	· On 1/14/08, NPRR100 was posted. 

· On 2/21/08, PRS considered this NPRR. 

· On 3/14/08, the Impact Analysis (IA) was posted.

· On 3/20/08, PRS reviewed the Recommendation Report and IA.

	PRS Decision 
	On 2/21/08, PRS voted to recommend approval of this NPRR as submitted.  There was one abstention from the Investor Owned Utility Market Segment.  All Market Segments were present for the vote.
On 3/20/08, PRS unanimously voted to forward the Recommendation Report and IA to TAC.  All Market Segments were present for the vote.

	Summary of PRS Discussion
	On 2/21/08, there was no discussion.

On 3/20/08, there was no discussion.


	Quantitative Impacts and Benefits

	Assumptions
	1
	None.
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	Market Cost
	
	Impact Area
	Monetary Impact

	
	1
	To be determined.
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	Market Benefit
	
	Impact Area
	Monetary Impact

	
	1
	To be determined.
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	Additional Qualitative Information
	1
	None.
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	Other Comments
	1
	None.
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	Comments Received

	Comment Author
	Comment Summary

	None.
	

	
	


	Original Sponsor

	Name
	Trip Doggett on behalf of Texas Nodal Transition Plan Task Force (TPTF)

	Company
	ERCOT

	Market Segment
	Not applicable.


	Proposed Protocol Language Revision


7 Congestion Revenue Rights

7.4
Allocation of Preassigned Congestion Revenue Rights

Under this Section, ERCOT shall allocate a portion of the Congestion Revenue Rights to certain Market Participants. 

7.4.1
PCRR Allocation Eligibility

(1)
PCRRs are available to be allocated to Non-Opt In Entities (NOIEs) that choose to apply for those rights and that:

(a)
Own or have a long-term (greater than five years) contractual commitment that was entered into before September 1, 1999 for annual capacity and energy from specific Generation Resources; or

(b)
Have a long-term (greater than five years) allocation from the federal government for annual capacity and energy produced at a federally-owned hydroelectric Generation Resource, and that allocation was in place prior to September 1, 1999.

(2)
A Municipally Owned Utility or Electric Cooperative may no longer receive allocated PCRRs after they opt into competition, with the exception of South Texas Electric Cooperative (STEC).  STEC may be allocated PCRRs for up to three years after the date it enters into competition.

7.4.2
PCRR Allocation Terms and Conditions

ERCOT shall allocate CRRs under the following terms and conditions:

(a)
ERCOT shall conduct studies to evaluate whether the nominated PCRRs comply with feasibility constraints using the simultaneous feasibility test described in Section 7.5.5.4, Simultaneous Feasibility Test. A PCRR nomination is a request for one-month strips of a NOIE-specified CRR type for amounts and blocks specified by the NOIE for each month of the next auction following the allocation of PCRRs as described in paragraph (c) below.  The SFT evaluation to determine the feasible PCRR allocation amount for each month being evaluated uses 100% of that month’s expected network topology, which may result in different amounts allocated in different months.  If the SFT evaluation indicates that the nominated PCRR amounts are not feasible, then ERCOT shall proportionately reduce the requested PCRRs by their Impact Ratio on violated constraints. The “Impact Ratio” is the fraction a particular PCRR’s impact relative to the impact of all PCRRs in the same direction on a violated constraint.  The nominated PCRR amounts for the annual CRR auction period and for each monthly CRR auction period, adjusted for infeasibilities in the SFT evaluation if required, determines the allocated PCRR amount.  The price that a NOIE must pay for an allocated PCRR, including any PCRR allocated under paragraph (d) below, is based on the corresponding CRR clearing price in the next auction following the allocation of PCRRs.  The invoicing and payment for all allocated PCRRs follow the same process and timeline as the invoicing and payment of CRR bids cleared in the next auction following the allocation of PCRRs.
(b)
ERCOT shall allocate all PCRRs in quantities truncated to the nearest tenth MW (0.1 MW).

(c)
Each eligible NOIE may nominate and ERCOT shall allocate to that NOIE as so nominated, subject to the limitation of paragraph (a) above, PCRRs up to 100% of the net unit capacity (or contractual amount) for each eligible Resource, except as noted below in paragraph (d).

(i)
Until the first annual CRR Auction, NOIEs must nominate PCRRs for the month before each monthly auction.  Nominations must be received at ERCOT no later than 15 Business Days prior to the commencement of the monthly auction for the one-month term which the CRRs being auctioned are effective.  ERCOT shall allocate PCRRs to the NOIE no later than ten Business Days prior to the corresponding monthly auction.
(ii)
For the first annual CRR Auction, the NOIE must nominate PCRRs for each month of the following two years before the first annual CRR Auction.  Nominations must be received at ERCOT no later than 30 Business Days prior to the commencement of the annual auction.  ERCOT shall allocate PCRRs to the NOIE no later than 25 Business Days prior to the annual auction. 
(iii)
For all subsequent annual CRR Auctions, the NOIE must nominate PCRRs for each month of the second year before each annual CRR Auction. Nominations must be received at ERCOT no later than 30 Business Days prior to the commencement of the annual auction.  ERCOT shall allocate PCRRs to the NOIE no later than 25 Business Days prior to the annual auction. 
(d)
If at the time of the annual CRR Auction, ERCOT determines that PCRR nominations are not feasible, resulting in proportionally reduced PCRR allocations, then prior to each subsequent monthly CRR Auction, ERCOT shall re-evaluate the full nomination and allocate additional PCRRs, if feasible, up to the nomination amount.
(e)
A NOIE must designate whether to accept the refund option or the capacity option for its eligible non-solid fuel and non-combined-cycle Resources before the allocation of PCRRs.  These options are described in items (i) and (ii) below.  NOIEs, or a group of NOIEs linked by common pre-1999 power supply arrangements, which had a 2003 NOIE peak Load in excess of 2,300 MW must use the capacity option (ii) for their eligible non-solid-fuel and non-combined-cycle Resources:

 (i)
Refund option – The eligible NOIE may nominate up to 100% of the lesser of the net unit capacity or contractual amount for those Resources. The eligible NOIE shall refund to ERCOT any congestion revenues received above those congestion revenues flowing to the NOIE for its Output Schedule of the Resource at the PCRR source. PCRR settlement will reflect the MW value of the Output Schedule of the Resource at the PCRR source, regardless of what MW value of actual output occurred during that interval if that change in output is in response to Dispatch Instructions. The refund for any Settlement Interval is equal to the difference between the PCRR MW amount and the time-weighted average of the Output Schedules of the Resource at the PCRR source multiplied by the value of that PCRR.  PCRRs allocated under the refund option are not transferable and may only be used by the NOIE to which they are allocated. 

(ii)
Capacity option – The eligible NOIE may nominate up to 100% of the lesser of the net unit capacity or contractual amount for those Resources at a capacity factor no greater than 40% over each calendar year . ERCOT shall allocate PCRRs in accordance with the NOIE nominations subject to the SFT.

(A)
Before the applicable CRR Auctions, the NOIE must nominate the months (designating  CRR amounts as defined by the criteria specified in item (6) of Section 7.3, Types of Congestion Revenue Rights) for which it will use its PCRRs (i.e., the NOIE may shape the PCRRs representing up to 100% of the capacity for each Resource at a capacity factor no greater than 40% over each calendar year). 

(B)
If a Resource eligible for PCRRs is shut down due to a Force Majeure Event, then, to the extent feasible, the NOIE may reallocate its PCRRs across its PCRR-eligible facilities before the next CRR Auction.  This change is effective no later than the date of the next CRR Auction, and the redesignation may be requested for each monthly auction during the Force Majeure Event.  Any price difference in the reconfigured rights must be paid by (or paid to) the NOIE.

(f)
ERCOT shall allocate the total nominated capacity for each eligible NOIE to the Load of that NOIE in reasonable proportion to the Load served by the NOIE in each Load Zone.  For this allocation, ERCOT shall use the aggregated monthly load data from the corresponding prior 12 months. 

(g)
The CRR type, either PTP Option, PTP Obligation, or a combination, must be specified by the eligible NOIE before the PCRR allocation and is binding for purchase.  Once the allocation process is complete, the eligible NOIE may not change the CRR type. 
(h)
After the allocation process, and the subsequent applicable CRR Auction, PCRRs other than those described in item (iii) below must be priced as a percentage of the applicable CRR Auction clearing price for the applicable CRR, as follows:

(i)
PTP Option PCRRs:

(A)
Nuclear, coal, lignite or combined-cycle Resources: 10% of the applicable CRR Auction clearing prices;

(B)
Gas steam Resources: 15% of the applicable CRR Auction clearing prices; or

(C)
Hydro, wind, simple cycle, or other Resources not included in (A) or (B): 20% of the applicable CRR Auction clearing prices.

(ii)
PTP Obligation PCRRs:

(A)
Nuclear, coal, lignite or combined-cycle Resources: 5% of the applicable CRR Auction clearing price if it is positive; 100% of the applicable CRR Auction clearing price if it is negative;

(B)
Gas steam Resources: 7.5% of the applicable CRR Auction clearing price if such price is positive; 100% of the applicable CRR Auction clearing price if it is negative; or

(C)
Hydro, wind, simple cycle, or other Resources not included in (A) or (B): 10% of the applicable CRR Auction clearing prices if it is positive; 100% of the applicable CRR Auction clearing prices if it is negative.

(iii)
For a NOIE that has chosen the refund option, the allocated number of PCRRs for Resources other than solid-fuel and combined-cycle Resources are provided at no charge.

(i)
PCRRs shall not be able to be bilaterally traded through ERCOT systems prior to the completion of the CRR Auction used to determine their value.

7.5
CRR Auctions

7.5.1
Nature and Timing

(1)
The CRR Auction auctions the available network capacity of the ERCOT Transmission System not allocated as described in Section 7.4, Allocation of Preassigned Congestion Revenue Rights and in Section 7.7.3, Allocation of McCamey Flowgate Rights (MCFRIs), or sold in a previous auction.  The CRR Auction also allows CRR Owners an opportunity to offer for sale CRRs that they hold.  Each annual and monthly CRR Auction allows for the purchase of CRR products as described in Section 7.3, Types of Congestion Revenue Rights to Be Auctioned, paragraph (6) in one-month strips and allows for the reconfiguration of all CRR blocks that were previously awarded.  Monthly CRR Auctions will include products for the next month only. 

(2)
The CRR Network Model must be based on, but is not the same as, the Network Operations Model.  The CRR Network Model must, to the extent practicable, include the same topology, contingencies, and operating procedures as used in the Network Operations Model as reasonably expected to be in place for each month.  The expected network topology used in the CRR Network Model for any month must include all outages from the Outage Scheduler and identified by ERCOT staff as expected to have a significant impact upon transfer capability during the month.  These outages included in the CRR Network Model shall be posted on the MIS Secure Area consistent with model posting requirements by ERCOT with accompanying cause and duration information, as indicated in the Outage Scheduler. Transmission system upgrades and changes must be accounted for in the CRR Network Model for CRR Auctions held after the month in which the element is placed into service.  

(a)
ERCOT shall use Dynamic Ratings in the CRR Network Model as required under Section 3.10.8, Dynamic Ratings.

(b)
The CRR Network Model must use the peak Load conditions of the month being modeled. 

(c)
ERCOT’s criteria for determining if an Outage should be in the CRR Network Model shall be in accordance with these Protocols and described in the ERCOT Operating Guides.

(3)
ERCOT shall model bids and offers into the CRR Auction as flows based on the MW offer and defined source and sink.  When the Simultaneous Feasibility Test (SFT) is run, the model must weight the Electrical Buses and Hub Buses included in a Hub or Load Zone appropriately to determine the system impacts of the CRRs.

(a)
To distribute injections and withdrawals to buses within a Hub, ERCOT shall use distribution factors specified in Section 3.5.2, Hub Definitions.

(b)
To distribute injections and withdrawals to Electrical Buses in Load Zones, ERCOT shall use the Load-weighted distribution factors for On-Peak Hours in each Load Zone from the planning cases (for the same period) for monthly CRR Auctions (or for the monthly models used in an annual CRR Auction).  If monthly planning cases do not exist, ERCOT shall use the Load-weighted distribution factors for On-Peak Hours in each Load Zone from the appropriate seasonal planning case.  

(4)
ERCOT shall conduct CRR Auctions with the frequency, on the dates, and for the terms specified as follows:

(a)
PTP Options, PTP Obligations, and MCFRIs in monthly auctions for one-month terms beginning with the month prior to the Texas Nodal Market Implementation Date;

(b)
ERCOT shall conduct a monthly CRR Auction during the month preceding the month  during which the CRRs being auctioned are effective.  ERCOT shall publish a calendar of relevant auction dates each year for the following year’s activities.  

(c)
Six monthly CRR Auctions  must be completed prior to initiation of the first annual CRR Auction.  If six monthly CRR Auctions are completed prior to October 1, then CRR Options, MCFRIs and Board-approved PTP Obligations will be auctioned for the balance of the current calendar year.  

(d)
After the completion of at least six monthly CRR Auctions  ERCOT shall conduct an annual CRR Auction for CRR Options, MCFRIs and Board-approved PTP Obligations commencing during October for the two-year period that starts on the immediately following January 1.    

(5)
ERCOT shall auction the following products: 

(a)
In each monthly CRR Auction:  one-month strips of PTP Options, PTP Obligations, and MCFRIs; and

(b)
In each annual CRR Auction:  

(i)
PTP Options in one-month strips, any specified consecutive monthly strips within the same calendar year, and annual strips; 

(ii)
PTP Obligations in one-month strips for one-month terms until the ERCOT Board approves the offering of PTP Obligations for specified source Settlement Points and sink Settlement Points for terms longer than one month; and 

(iii)
MCFRIs in one-month strips, any specified consecutive monthly strips within the same calendar year, and annual strips.

 (6)
ERCOT shall offer network capacity for  two years in each annual CRR Auction equal to the difference between (a) and (b) :

(a)
For each month, the expected network topology for that month of the first year in the CRR Network Model  scaled down to 55% for the first year and 15% for the second year; and

(b)
All outstanding CRRs that were previously awarded or allocated for the corresponding months in each year scaled to 55% for the first year and 15% for the second year.
(7)
ERCOT shall offer network capacity for the monthly CRR Auction equal to the difference between: 

(a)
The expected transmission network topology in the CRR Network Model of the month for which the CRRs are effective scaled down to 90%; and

(b)

All outstanding CRRs that were previously awarded or allocated for the month.
7.5.6.3
Charge of PCRRs Pertaining to a CRR Auction

(1)
For pre-assigned PTP Obligations allocated before each CRR Auction (annual or monthly auction), ERCOT shall charge each CRR Account Holder.  The charge for each source and sink pair for a given Operating Hour is calculated as follows:

If OBLPR (j, k), a >0

PCRROBLAMT crrh, (j, k), a, tech =
PCRROBLF tech * OBLPR (j, k), a 

* PCRROBL crrh, (j, k), a, tech
Otherwise

PCRROBLAMT crrh, (j, k), a, tech =
OBLPR (j, k), a * PCRROBL crrh, (j, k), a, tech
The above variables are defined as follows:

	Variable
	Unit
	Definition

	PCRROBLAMT crrh, (j, k), a, tech
	$
	PCRR PTP Obligation Amount per CRR Account Holder per source and sink pair per CRR Auction by resource technology—The charge calculated for CRR Account Holder crrh of the MW quantity that represents its total PTP Obligations associated with the source j and the sink k allocated before CRR Auction a based on Resources of the technology tech, for the hour.

	PCRROBLF tech
	
	PCRR PTP Obligation pricing Factor per resource technology—The pricing factor of pre-allocated PTP Obligations based on Resources of the technology tech.  See Section 7.4.2, PCRR Allocation Terms and Conditions, item (f)(ii).

	OBLPR (j, k), a
	$/MW per hour
	PTP Obligation Price per source and sink pair per CRR Auction—The clearing price of a PTP Obligation with the source j and the sink k in CRR Auction a, for the hour.

	PCRROBL crrh, (j, k), a, tech
	MW
	PCRR PTP Obligation per CRR Account Holder per source and sink pair  per CRR Auction by resource technology—The MW quantity that represents the total of CRR Account Holder ccrh’s PTP Obligations associated with the source j and the sink k allocated before CRR Auction a based on Resources of the technology tech, for the hour.

	crrh
	none
	A CRR Account Holder.

	j
	none
	A source Settlement Point.

	k
	none
	A sink Settlement Point.

	a
	none
	A CRR Auction.

	tech
	none
	A Resource technology.  See Section 7.4.2, PCRR Allocation Terms and Conditions, item (f).


(2)
For pre-assigned PTP Options allocated before each CRR Auction (annual or monthly auction), ERCOT shall charge each CRR Account Holder.  The charge for each source and sink pair for a given Operating Hour is calculated as follows:

PCRROPTAMT crrh, (j, k), a, tech
=
PCRROPTF tech * OPTPR (j, k), a * 




PCRROPT crrh, (j, k), a, tech
The above variables are defined as follows:

	Variable
	Unit
	Definition

	PCRROPTAMT crrh, (j, k), a, tech
	$
	PCRR PTP Option Amount per CRR Account Holder per source and sink pair per CRR Auction by resource technology—The charge calculated for CRR Account Holder crrh of the MW quantity that represents its total PTP Options associated with the source j and the sink k allocated before CRR Auction a based on Resources of the technology tech, for the hour.

	PCRROPTF tech
	
	PCRR PTP Option pricing Factor per resource technology—The pricing factor of pre-allocated PTP Options based on Resources of the technology tech.  See Section 7.4.2, PCRR Allocation Terms and Conditions, item (f) (i).

	OPTPR (j, k), a
	$/MW per hour
	PTP Option Price per source and sink pair per CRR Auction—The clearing price of a PTP Option with the source j and the sink k in CRR Auction a, for the hour.

	PCRROPT crrh, (j, k), a, tech
	MW
	PCRR PTP Option per CRR Account Holder per source and sink pair  per CRR Auction by resource technology—The MW quantity that represents the total of CRR Account Holder crrh’s PTP Options with the source j and the sink k allocated before CRR Auction a based on Resources of the technology tech, for the hour.

	crrh
	none
	A CRR Account Holder.

	j
	none
	A source Settlement Point.

	k
	none
	A sink Settlement Point.

	a
	none
	A CRR Auction.

	tech
	none
	A Resource technology.  See Section 7.4.2, PCRR Allocation Terms and Conditions, item (f).
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