Nodal Protocol Revision Request


	NPRR Number
	320
	NPRR Title
	Minimum PTP Option Bids and CRR Auction Fees

	Date Posted
	February 8, 2011

	
	

	Nodal Protocol Sections Requiring Revision
	2.1, Definitions

7.5.2, CRR Auction Offers and Bids

7.5.2.3, CRR Auction Bid Criteria 

7.5.5.3, Auction Process

7.5.7, Method for Distributing CRR Auction Revenues

7.7, ERCOT Congestion Revenue Right (CRR) Bid/Offer Fee (new)
9.8, CRR Auction Award Invoices

	Requested Resolution (Normal or Urgent, and justification for Urgent status)
	Urgent.  The February CRR Auction experienced significant delays due to large bid volumes of $0.00 Point-to-Point (PTP) Options.  Imposing a cost on auction activity should impose discipline on CRR Account Holders.

	Revision Description
	This Nodal Protocol Revision Request (NPRR) will charge a fee to make a bid or offer and sets a minimum price on PTP Options.  The CRR Bid/Offer Fee, Minimum PTP Option Bid Amount and minimum clearing prices will be recommended by the Technical Advisory Committee (TAC) and approved by the ERCOT Board.  The revenue from the fees will be distributed on a monthly Load Ratio Share (LRS) basis in the same way other auction revenue is distributed.

	Reason for Revision
	This NPRR will help rationalize CRR bidding and accelerate the CRR Auction Engine, by imposing a bid fee on CRR Account Holders placing bids and offers in the market.  ERCOT system currently have a system limitation of 200,000 bids per auction, this change is expect to reduce the expand ERCOT systems in the future.  It is expected that imposing a bid fee on CRR Account Holders will limit the number of bids ultimately submitted.

Some CRR Account Holders are currently receiving no cost PTP Options by submitting zero priced bids.  This action results in sub-optimal performance of the ERCOT Auction Engine and is ultimately detrimental to Load.  Load pays congestion costs, and expects to receive offsetting revenue either from CRR Auction proceeds, or from unsold CRRs.  When PTP Options clear at zero costs, Load receives neither auction proceeds nor revenue from unsold CRRs; all revenue is given to the PTP Option holder with no compensation to the Load.  Imposing minimum bid prices is expected to accelerate the CRR Auction Engine solution and minimum clearing prices are expected to return some revenue to Load for PTP Options sold in the auction.

	Overall Market Benefit
	This NPRR should reduce the number of bids that could overwhelm ERCOT’s systems.  This change is likely to naturally limit the CRR Auction Bids (current limit 200,000), which may offset the need for future system enhancements.  It is believed this change will accelerate the solution as determined by the CRR Auction Engine and provide Market Participants the opportunity to place timely secondary hedges on CRR Auction results.  

	Overall Market Impact
	This NPRR will impose a cost for all PTP Option bids and more importantly to all CRR Account Holders who are currently receiving PTP Options at no cost.

	Consumer Impact
	This NPRR should reduce consumer costs by increasing CRR revenues and fees that are returned to Load by insuring that Load receives some revenue in exchange for providing PTP Options to CRR Account Holders.

	Credit Implications 

(Yes or No, and summary of impact)
	Yes.  This NPRR is expected to raise the price of PTP Options that may currently be assigned a value of zero, and may increase credit; it also expected to reduce the number of PTP Option bids thereby reducing credit; net impact to be determined.


	Quantitative Impacts and Benefits


.
	Assumptions
	1
	Speculators will purchase all available zero cost options.

	
	2
	Loads receive auction proceeds on any PTP Options sold at price greater than zero.

	
	3
	Loads receive CRR revenues (through the CRR Balancing Account) on any CRRs not sold.

	
	4
	Loads will receive their LRS of bid fees.

	Market Cost
	
	Impact Area
	Monetary Impact

	
	1
	This NPRR will impose a cost for all PTP Option bids and more importantly to all CRR Account Holders who are currently receiving PTP Options at no cost.
	To be determined.

	
	2
	
	

	
	3
	
	

	
	4
	
	

	Market Benefit
	
	Impact Area
	Monetary Impact

	
	1
	Reduce the number of bids that could overwhelm ERCOT’s systems.
	Unknown.

	
	2
	Accelerate the solution as determined by the CRR Auction Engine and provide Market Participants the opportunity to place timely secondary hedges on CRR Auction results.
	Unknown.

	
	3
	
	

	
	4
	
	

	Additional Qualitative Information
	1
	

	
	2
	

	
	3
	

	
	4
	

	Other Comments
	1
	

	
	2
	

	
	3
	

	
	4
	


	Sponsor

	Name
	Bob Wittmeyer

	E-mail Address
	bwittmeyer@longhornpower.com

	Company
	Residential Consumer

	Phone Number
	512 762 8895

	Cell Number
	512 762 8895

	Market Segment
	Consumer


	Market Rules Staff Contact

	Name
	Jonathan Levine

	E-Mail Address
	jlevine@ercot.com

	Phone Number
	512-248-6464


	Proposed Protocol Language Revision


2.1
DEFINITIONS
Congestion Revenue Right (CRR) Bid/Offer Fee

An ERCOT Board-approved fee placed on bids and offers in the CRR Auction
Minimum Point-to-Point (PTP) Option Bid Amount

An ERCOT Board-approved minimum bid price that can be entered into the CRR Auction for PTP Options.
7.5.2
CRR Auction Offers and Bids

(1)
To submit bids or offers into a CRR Auction, an Entity must become a CRR Account Holder and satisfy financial assurance criteria required to participate, under Section 16.8, Registration and Qualification of Congestion Revenue Rights Account Holders.


(2)
In order to enforce a volume limitation on the number of market transactions (bids and offers) submitted into the CRR Auction, ERCOT shall evaluate the maximum number transactions which are available prior to the auction, and evenly divide the limit across the CRR Account Holders.  This limit shall be designated as the allocated CRR transaction limit.  The allocated CRR transaction limitation for all CRR Account Holders will be communicated as part of the CRR Auction Notice prior to each auction.

(a)
No CRR Account Holder shall submit more than 10,000 transactions in any CRR Auction.

(b)
If the total number of transactions submitted by all Market Participants into the CRR Auction does not exceed the maximum number of transactions available prior to the auction, then the allocated CRR transaction limit will not apply and all transactions will be accepted.

(c)
If the total number of transactions submitted by CRR Account Holders exceeds the maximum number of transactions available prior to the auction, ERCOT shall notify all CRR Account Holders within one hour of the close of each CRR Auction that the maximum number of transactions has been exceeded.  Each CRR Account Holder shall then adjust their transactions to be less than or equal to the allocated CRR transaction limitation for the affected CRR Auction within one Business Day.  If the Market Participant fails to reduce its transactions to the allocated CRR transaction limitation within one Business Day, ERCOT shall reject all transactions submitted by that CRR Account Holder into the affected CRR Auction.  ERCOT will then execute the CRR Auction using the updated set of transactions as revised by Market Participants.

(d) 
Each Counter-Party is limited to a total of three CRR Account Holders. 
(e)
ERCOT shall charge a fee per CRR bid or offer in each CRR Auction as described in Section 7.7, ERCOT CRR Bid/Offer Fee,
7.5.2.3
CRR Auction Bid Criteria 

(1)
A CRR Auction Bid indicates a willingness to buy CRRs at the auction clearing price, if it is equal to or less than the Not-to-Exceed 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 single type of CRR being bid;

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

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

(e)
The quantity of CRRs in MW, which must be the same for each hour within the block,  for which the Not-to-Exceed Price is effective; and

(f)
A dollars per CRR (i.e. dollars per MW per hour) for the Not-to-Exceed Price.

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

(3)
A bid to buy a PTP Option or FGR cannot specify a Not-to-Exceed Price less than the ERCOT Board-approved Minimum PTP Option Bid Amount.  
(4)
A bid to buy a PTP Obligation can specify a negative Not-to-Exceed Price. 
(5)
A bid to buy an FGR must specify the name of a flowgate defined in Section 7.3.1, Flowgates. 

(6)
A CRR bid for a specified MW quantity of CRRs constitutes a bid to buy a quantity of CRRs equal to or less than the specified quantity.  A CRR bid may not specify a minimum quantity of MW that the CRR Account Holder wishes to buy.

7.5.5.3
Auction Process

(1)
The auction must be a single-round, simultaneous auction for selling the CRRs available for all auction products, with the following steps:

(a)
ERCOT shall enter into the CRR Auction engine model a credit constraint for each Counter-Party.  A Counter-Party’s CRR Auction credit limit is equal to the lesser of the credit limit as determined in Section 16.11.4.6.1, Credit Requirements for CRR Auction Participation, or, if provided, the Counter-Party’s self-imposed CRR Auction credit limit.  The credit constraint for each Counter-Party ensures that the following sum for all of the Counter-Party’s CRR Account Holders is less than or equal to the Counter-Party’s CRR Auction credit limit: 

(i)
All awarded CRR Auction Bids multiplied by the absolute value of the corresponding bid price; plus 

(ii)
All awarded CRR Auction Offers with negative offer prices multiplied by the absolute value of their corresponding offer price; plus 

(iii)
The additional credit requirement for all awarded PTP Obligations, which is $A per MW per hour, plus the absolute value of the PTP Obligation bid price multiplied by M.  The values of A and M Shall be posted on the MIS Public Area.  TAC shall review these values at least annually and may recommend, to the ERCOT Board, changes to these values that become effective at least 30 days prior to a monthly CRR Auction and 60 days prior to an annual CRR Auction.  Any changes to these values shall be posted on the MIS Public Area within three Business Days of ERCOT Board approval.  

(b)
ERCOT shall award CRRs in quantities truncated to the nearest tenth MW (0.1 MW). 

(c)
The CRR clearing price is equal to the corresponding Shadow Price for that CRR product.  If the CRR clearing price for a PTP Option is less than the ERCOT Board-approved Minimum PTP Option Bid Amount, then ERCOT shall adjust the CRR clearing price for a PTP Option to the Minimum PTP Option Bid Amount.
(d)
When a CRR Account Holder is awarded CRRs as a result of a CRR Auction, the CRRs do not become the property of the winning CRR Account Holder, and the CRRs may not be placed in their CRR accounts, until the CRR Invoices have been paid in full. 
(e)
When a CRR Account Holder sells PTP Obligations as a result of an auction at a negative price, the CRR Account Holder is not relieved of the PTP Obligations until the CRR Invoices have been paid in full.  

(2)
ERCOT shall use a linear programming auction engine model for each CRR Auction that evaluates all CRR Auction Bids and CRR Auction Offers submitted, and selects a combination of CRR Auction Bids and CRR Auction Offers that:

(a)
Makes the solution simultaneously feasible within the limits of the ERCOT network capability over the auction term; and

(b)
Maximizes the objective function, which is equal to the total economic value (as expressed in the CRR Auction Bids) of the awarded CRR Auction Bids, less the total economic cost (as expressed in CRR Auction Offers) of the awarded CRR Auction Offers, while observing all applicable constraints.

(3)
The CRR Network Model must, to the extent practicable, reflect the continuous and post-contingency system operating limits and operational procedures (i.e., Special Protection Systems and Remedial Action Plans) in the Network Operations Model used by ERCOT during Real-Time Operations, as discussed below in Section 7.5.5.4, Simultaneous Feasibility Test.

(4)
Once a CRR Auction is complete, ERCOT shall archive and keep the CRR Auction system and all models used to finalize the CRR Auction results under ERCOT’s data retention policy as that policy applies to data that may be needed to resolve requests for billing adjustments under applicable billing adjustment procedures.

7.5.7
Method for Distributing CRR Auction Revenues

(1)
ERCOT shall determine, for each month, the CRR Monthly Revenues (CMR). The CMR is the sum of:

(a)
Monthly CRR revenue for that month; and

(b)
PCRR revenues.

(2)
For the first three years after the TNT Market Implementation Date, ERCOT shall credit the net CRR Auction revenue (including PCRR revenue) produced from CRRs cleared in each CRR Auction that source from a Settlement Point located within a 2003 ERCOT Congestion Management Zone (CMZ) and sink at a Settlement Point located within the same 2003 ERCOT CMZ to QSEs in the 2003 ERCOT CMZ on a zonal Load Ratio Share basis.  All other net CRR Auction revenues must be allocated to QSEs on an ERCOT-wide Load Ratio Share basis.  For these allocation purposes, any NOIE Load Zone is considered to be located entirely within the 2003 ERCOT CMZ that represented the largest Load for that NOIE or group of NOIEs in 2003.  Before the end of the three-year period described above, the ERCOT Board shall consider whether to extend the policy or ratify some other alternative. 

(3)
For Initial distribution of CRR Monthly Revenues, revenues shall be paid to each QSE based on that QSE’s Load Ratio Share in the interval coincident with the ERCOT-wide peak 15-minute Settlement Interval for the month.  
(4)
ERCOT shall true up the distribution of CRR Monthly Revenues based on that QSE’s Load Ratio Share in the interval coincident with the ERCOT-wide peak 15-minute Settlement Interval for the month.

(5)
The net CRR Auction Revenue produced from CRRs cleared and paid for in each CRR Auction that source from a Settlement Point within a 2003 ERCOT CMZ and sink at a Settlement Point located within the same 2003 ERCOT CMZ shall be distributed on a zonal Load Ratio Share basis.  The portion of the net monthly CRR Auction Revenue to be distributed to each QSE with load in that zone for a given month is calculated as follows:

LACMRZAMT z, q=
(-1) * 
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(CRRZREV z, a + PCRRZREV z, a) * MLRSZ z, q

The above variables are defined as follows:

	Variable
	Unit
	Definition

	LACMRZAMT z, q
	$
	Load-Allocated CRR Monthly Revenue Zonal Amount per zone per QSE—The payment to QSE q of the revenues resulted from the CRRs that source and sink in CMZ z, for the month.

	CRRZREV z, a
	$
	CRR Zonal Revenue per zone per CRR Auction—The revenue resulted from the CRRs that source and sink in CMZ z, cleared through CRR Auction Offers and CRR Auction Bids in CRR Auction a, for the month.

	PCRRZREV z, a
	$
	PCRR Zonal Revenue per zone per CRR Auction—The revenue resulted from the PCRRs that source and sink in CMZ z, pertaining to CRR Auction a, for the month.

	MLRSZ q, z
	none
	Monthly Load Ratio Share Zonal per QSE per zone—The LRS of QSE q for its Load in CMZ z, for the peak-Load 15-minute Settlement Interval in the month.

	q
	none
	A QSE.

	z
	none
	A 2003 ERCOT CMZ.

	a
	none
	A CRR Auction.


(6)
The net CRR Auction Revenue produced from CRRs cleared and paid for in each CRR Auction that do not source from a Settlement Point within a 2003 ERCOT CMZ and sink at a Settlement Point located within the same 2003 ERCOT CMZ shall be distributed on an ERCOT-wide LRS basis.  The portion of the net monthly CRR Auction Revenue Amount (from CRRs with paths that cross the 2003 ERCOT CMZ boundaries) to be distributed for a given month is calculated as follows:

LACMRNZAMT q
=
(-1) * 
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(CRRNZREV a + PCRRNZREV a) * MLRS q

The above variables are defined as follows:

	Variable
	Unit
	Definition

	LACMRNZAMT q
	$
	Load-Allocated CRR Monthly Revenue Non-Zonal Amount per QSE—The payment to QSE q of the revenues resulted from the CRRs that source and sink in different CMZs, for the month.

	CRRNZREV a
	$
	CRR Zonal Revenue per CRR Auction—The revenue resulted from the CRRs that source and sink in different CMZs, cleared through CRR Auction Offers and CRR Auction Bids in CRR Auction a, for the month.

	PCRRNZREV a
	$
	PCRR Zonal Revenue per CRR Auction—The revenue resulted from the PCRRs that source and sink in different CMZs, pertaining to CRR Auction a, for the month.

	MLRS q
	none
	Monthly Load Ratio Share per QSE—The LRS calculated for QSE q for the peak-Load 15-minute Settlement Interval in the month.  See Section 6.6.2.2, QSE Load Ratio Share for a 15-Minute Settlement Interval.

	q
	none
	A QSE.

	a
	none
	A CRR Auction.


(7)
ERCOT shall distribute the sum of the fees collected for CRR Auction participation (as described in Section 7.7, ERCOT Congestion Revenue Right (CRR) Bid/Offer Fee) on an ERCOT-wide monthly LRS basis.  The payment to QSEs for a given month shall be calculated as follows:
CRRFEEAMT q = (-1) * 
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(CRRHFEEAMT crrh, a ) * MLRS q
The above variables are defined as follows:

	Variable
	Unit
	Definition

	CRRFEEAMT q
	$
	Load-Allocated CRR Fee Amount per QSE—The payment to QSE q of the revenues resulted from the PTP Option Fees, for the month.

	CRRHFEEAMT crrh, a
	$
	Bid/Offer Option fees per CRR Account Holder per CRR Auction—The total dollars collected in PTP Option bids fees and PTP Option offers fees by the CRR Account Holder in the CRR Auction.

	MLRS q
	none
	Monthly Load Ratio Share per QSE—The LRS calculated for QSE q for the peak-Load 15-minute Settlement Interval in the month.  See Section 6.6.2.2.

	q
	none
	A QSE.

	a
	none
	A CRR Auction.

	crrh
	none
	CRR Account Holder


7.7
ERCOT Congestion Revenue Right (CRR) Bid/Offer Fee

After the close of each Congestion Revenue Right (CRR) Auction, ERCOT shall charge each CRR Account Holder a fee by multiplying the total number of bids and offers made by that CRR Account Holder by the CRR Bid/Offer Fee for that auction. 
(a)
The CRR Bid/Offer Fee shall be recommended by the Technical Advisory Committee (TAC) and approved by the ERCOT Board.  TAC and the ERCOT Board shall review the current fee at least every January and may recommend to the ERCOT Board, changes to these values.  Changes to the fee are effective upon ERCOT Board approval, and such revised values shall be posted on the MIS Public Area within three Business Days of ERCOT Board approval. 

(b)
At ERCOT’s sole discretion ERCOT may send a separate Invoice for this fee to each CRR Account Holder.  

OPTBOFEEAMT crrh, a = CBOF * OPTBOQTY crrh, a  

The above variables are defined as follows:

	Variable
	Unit
	Definition

	OPTBOFEEAMT crrh, a
	$
	Option Bid/Offer Fee per CRR Account Holder—The total cost of the CRR Bid/Offer Fee for the CRR Account Holder’s Point-to-Point (PTP) Option bids for the CRR Auction.

	CBOF 
	$/bid or offer
	CRR Bid/Offer Fee—The CRR Bid/Offer Fee in dollars/bid or offer

	OPTBOQTY crrh, a  
	number
	Bid/Offer Option Quantity per CRR Account Holder per CRR Auction—The total number of PTP Option bids and PTP Option offers submitted by the CRR Account Holder in the CRR Auction.

	crrh
	none
	A CRR Account Holder. 

	a
	none
	A CRR Auction.


9.8
CRR Auction Award Invoices

(1)
ERCOT shall prepare invoices for each CRR Auction (CRR Auction Invoice) on a net basis.  Invoices must be issued on the first Business Day following the completion of a CRR Auction on the date specified in the Settlement Calendar.  For each CRR Auction Invoice, the CRR Account Holder to whom the Invoice is addressed (“Invoice Recipient”) is either a net payee or net payor.  The Invoice Recipient is responsible for accessing the CRR Auction Invoice on the MIS Certified Area once posted by ERCOT.

(2)
Each Invoice Recipient shall pay any net debit and be entitled to receive any net credit shown on the CRR Auction Invoice on the payment due date.  Payments for CRR Auction Invoices are due on the applicable payment due date, whether or not there is any Settlement and Billing dispute regarding the amount of the payment. 

(3)
ERCOT shall post on the MIS Certified Area for each Invoice Recipient a CRR Auction Invoice based on CRR Auction charges and payments as set forth in:

(a)
Section 7.5.6.1, Payment of an Awarded CRR Auction Offer;

(b)
Section 7.5.6.2, Charge of an Awarded CRR Auction Bid;
(c)
Section 7.5.6.3, Charge of PCRRs Pertaining to a CRR Auction; and 

(d)
Section 7.7, ERCOT Congestion Revenue Right (CRR) Bid/Offer Fee.
(4)
CRR Auction Invoices must contain the following information:

(a)
The Invoice Recipient’s name;

(b)
The ERCOT identifier (Settlement identification number issued by ERCOT);

(c)
Net Amount Due/Payable – the aggregate summary of all charges owed to or due from the Invoice Recipient summarized by CRR Auction;

(d)
Time Period – the CRR Auction for which the Invoice is generated;

(e)
Run Date – the date on which ERCOT created and published the Invoice;

(f)
Invoice Reference Number – a unique number generated by ERCOT for payment tracking purposes;

(g)
Product Description – a description of each product awarded in, sold in, or allocated before the CRR Auction;

(h)
Payment Date – the date and time that Invoice amounts are to be paid or received; and

(i)
Remittance Information Details – details including the account number, bank name and electronic transfer instructions of the ERCOT account to which any amounts owed by the Invoice Recipient are to be paid or of the Invoice Recipient’s account from which ERCOT may draw payments due.
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