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	NPRR Number
	288
	NPRR Title
	Selection of CRR Load Distribution Factors for Use in CRR Monthly and Annual Auctions

	Timeline
	Normal
	Action
	Recommended Approval

	Date of Decision
	October 21, 2010

	Proposed Effective Date
	Upon the Nodal Protocol Transition Plan’s Texas Nodal Market Implementation Date as prescribed by zonal Protocol Section 21.12, Process for Transition to Nodal Market Protocol Sections.

	Priority and Rank Assigned
	Not applicable

	Nodal Protocol Sections Requiring Revision 
	7.3, Types of Congestion Revenue Rights To Be Auctioned
7.5, CRR Auctions

7.5.1, Nature and Timing

	Revision Description
	As ERCOT has worked through improvements in development of the Load distribution factor values used in the Day-Ahead Market (DAM) and Network Model validation process, this Nodal Protocol Revision Request (NPRR) has been created to allow the Congestion Revenue Right (CRR) Auction process to leverage use of this alternative Load distribution factor for monthly CRR Auctions.  In this manner, the monthly CRR Auction and DAM are more operationally accurate and aligned.

This NPRR also includes a change to Section 7.3 to clarify that the Flowgate Revenue Rights, which ERCOT is required to auction, are those flowgates defined and described in accordance with Section 7.3.1, Flowgates.  

	Reason for Revision
	The revised process for the selection of CRR Auction Load distribution factors will result in a CRR Auction solution that better reflects the system conditions that are expected to exist in the auction month.  This is expected to improve the intrinsic value of the CRR products sold in the auction.

	Overall Market Benefit
	Positive

	Overall Market Impact
	None

	Consumer Impact
	Positive

	Credit Impacts
	To be determined.

	Procedural History
	· On 10/20/10, NPRR288, a CEO Revision Request Review, and an Impact Analysis were posted.

· On 10/21/10, PRS considered NPRR288.

	PRS Decision 
	On 10/21/10, PRS voted to recommend approval of NPRR288 as submitted and to forward NPRR288 and the Impact Analysis to TAC.  There were two abstentions from the Consumer and Independent Power Marketer (IPM) Market Segments.  All Market Segments were present for the vote.

	Summary of PRS Discussion
	On 10/21/10, it was explained that NPRR288 would give ERCOT the flexibility to use Load distribution factors developed for the DAM thereby resulting in a more operationally accurate CRR Auction.  Market Participants agreed that ERCOT should have the flexibility to use the most accurate information available.  There was discussion that comments could be filed to give ERCOT even more flexibility than that allowed in NPRR288.


	Quantitative Impacts and Benefits
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	Market Benefit
	
	Impact Area
	Monetary Impact
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	Positive.
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	Sponsor

	Name
	Steve Reedy, Matt Mereness

	E-mail Address
	sreedy@ercot.com , mmereness@ercot.com

	Company
	ERCOT

	Phone Number
	512-248-4515, 512-248-3089

	Cell Number
	

	Market Segment
	N/A


	Market Rules Staff Contact

	Name
	Ann S. Boren

	E-Mail Address
	aboren@ercot.com

	Phone Number
	512-275-7411


	Comments Received

	Comment Author
	Comment Summary

	None.
	


	Proposed Protocol Language Revision


7.3
Types of Congestion Revenue Rights to Be Auctioned

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

(a)
Point-to-Point (PTP) Options;

(b)
PTP Obligations; and

(c) 
Flowgate Rights (FGRs) that are defined in Section 7.3.1, Flowgates. 

(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 (TOU) blocks (having the same MW amount for each hour within the block):

(a)
5x16 blocks for hours ending 0700-2200, Monday through Friday (excluding North American Electric Reliability Corporation (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

(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 Pre-Assigned Congestion Revenue Right (PCRR) nominations must specify a TOU block. 

7.5
CRR Auctions

7.5.1
Nature and Timing

(1)
The Congestion Revenue Right (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, 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 paragraph (6) of Section 7.3, Types of Congestion Revenue Rights to Be Auctioned, 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 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 Market Information System (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.  For monthly CRR Auctions, ERCOT shall derive CRR Auction Load distribution factors with the set of Load distribution factors constructed in accordance with the ERCOT Load distribution factor methodology specified in paragraph (5) of Section 4.5.1, DAM Clearing Process, for use in the Day-Ahead Market (DAM).  For Annual CRR Auctions, ERCOT shall derive CRR Auction Load distribution factors from the corresponding planning model or with the set of Load distribution factors constructed in accordance with the ERCOT Load distribution factor methodology specified in paragraph (5) of Section 4.5.1, for use in the DAM.  ERCOT shall notify the market as to which method was used for the annual CRR Auction model in the corresponding auction notice. ERCOT shall post the CRR Auction Load distribution factors as part of the CRR Network Model pre-auction posting.  

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

(a)
Point-to-Point (PTP) Options, PTP Obligations, and Flowgate Rights (FGRs) 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 and ERCOT 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 and ERCOT 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 FGRs (on any defined flowgates); 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)
FGRs (on any defined flowgates) 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)
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.
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