Board Report


	NPRR Number
	449
	NPRR Title
	Reduce Maximum CRR Transaction Limit in Auctions

	Timeline
	Urgent
	Action
	Approved

	Date of Decision
	April 17, 2012

	Effective Date
	May 1, 2012

	Priority and Rank Assigned
	Not applicable.

	Nodal Protocol Section Requiring Revision
	7.5.2, CRR Auction Offers and Bids

	Market Guide Section(s) Requiring Revision
	None.

	Revision Description
	This Nodal Protocol Revision Request (NPRR) reduces the potential of oversubscription of Congestion Revenue Right (CRR) Auctions due to bid volumes by reducing the first round transaction limit from 10,000 to a value established by the Technical Advisory Committee (TAC).

	Reason for Revision
	Since Nodal go-live, the ERCOT CRR Auction has twice exceeded the maximum number of transactions (bids and offers) allowable in the CRR Auction.  Although there is a round-two mechanism that allows re-submissions, the volume limitation is greatly reduced (example from 10,000 to 1,700 transactions).  Historical bidding reflects that if TAC had approved a lower limit of 5,000 (example purposes only), the 2012 annual CRR Auction (approximately 226,000 transactions) would not have been oversubscribed, but would have had a healthy participation of 169,000 rather than the reduced volume of 90,000.  Also, the monthly CRR Auction threshold could be less vulnerable to over-subscription if that value is not able to be reduced by TAC.

	Credit Impacts
	ERCOT Credit Staff and the Credit Work Group (Credit WG) have reviewed NPRR449 and do not believe that it requires changes to credit monitoring activity or the calculation of liability.

	Procedural History
	· On 3/13/12, NPRR449 was posted.
· On 3/22/12, PRS considered NPRR449.
· On 3/29/12, an Impact Analysis was posted.

· On 4/4/12, ERCOT comments were posted.

· On 4/5/12, TAC considered NPRR449.

· On 4/17/12, the ERCOT Board considered NPRR449.

	PRS Decision 
	On 3/22/12, PRS voted to grant NPRR449 Urgent status.  There was one abstention from the Investor Owned Utility (IOU) Market Segment.  PRS then voted to recommend approval of NPRR449 as submitted and to recommend to TAC a 5,000 transaction limit for annual CRR Auctions and a 7,500 transaction limit for monthly CRR Auctions.  There was one abstention from the IOU Market Segment.  All Market Segments were present for the votes.

	Summary of PRS Discussion
	On 3/22/12, participants discussed the purpose of NPRR449 and the possibility of investigating an alterative longer-term solution.  It was noted that ERCOT Staff recommended an initial annual CRR Auction transaction limit of 5,000 and an initial monthly CRR Auction transaction limit of 7,500.

	TAC Decision
	On 4/5/12, TAC voted to recommend approval of NPRR449 as recommended by PRS in the 3/22/12 PRS Report and as amended by the 4/4/12 ERCOT comments; set an initial transaction limit of 5,000 for annual CRR Auctions and 7,500 for monthly CRR Auctions; and request that WMS review the process and timelines associated with setting transaction limits for future CRR Auctions.  There were two abstentions from the IOU Market Segment.  TAC then unanimously voted to reconsider NPRR449.  Upon reconsideration, TAC voted to recommend approval of NPRR449 as recommended by PRS in the 3/22/12 PRS Report, as amended by the 4/4/12 ERCOT comments, and as revised by TAC; set an initial transaction limit of 5,000 for annual CRR Auctions and 7,500 for monthly CRR Auctions; and request that WMS review the process and timelines associated with setting transaction limits for future CRR Auctions.  There were two abstentions from the IOU Market Segment.  All Market Segments were present for the votes.

	Summary of TAC Discussion
	On 4/5/12, TAC discussed whether additional Protocol language is needed regarding the process by which transaction limits will be reviewed and adjusted going forward.  TAC also reviewed the 4/4/12 ERCOT comments and proposed a revision to clarify that the historical transaction data that ERCOT will provide upon request includes the number of active CRR Account Holders aggregated up to the associated Counter-Party.

	ERCOT Opinion
	ERCOT supports approval of NPRR449 as it is a manageable parameter change which based off of historical activity should provide the opportunity for a more liquid CRR market by allowing more transactions into the market.

	Board Decision
	On 4/17/12, the ERCOT Board approved NPRR449 as recommended by TAC in the 4/5/12 TAC Report.


	Business Case

	Business Case
	1
	Qualitative benefits:
· More liquid CRR market by allowing more transactions into the market.
· One of the highest ranking lessons learned in annual CRR Auction.

	
	2
	Quantitative benefit:

· If the round one transaction limit in the annual CRR Auction had been 5,000 transactions vs. the current 10,0000 then the number of bids optimized in the year one CRR Auction would have increased to ~169,000 from ~90,000.  

	
	3
	Impacts to Market Segments: 
· More CRR Auction revenue to Load.
· More liquidity in CRR market.


	Sponsor

	Name
	Eric Goff on behalf of the Wholesale Market Subcommittee (WMS)

	E-mail Address
	egoff@reliant.com

	Company
	Reliant Energy Retail Services, LLC

	Phone Number
	

	Cell Number
	512-284-4908

	Market Segment
	Not applicable


	Market Rules Staff Contact

	Name
	Jonathan Levine

	E-Mail Address
	jlevine@ercot.com

	Phone Number
	512-248-6464


	Comments Received

	Comment Author
	Comment Summary

	ERCOT 040412
	Proposed revisions to clarify that upon request ERCOT may publicly release to TAC or a designated subcommittee historical bidding levels from CRR Account Holders without identifying the company name.


	Proposed Protocol Language Revision


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 of transactions which are available prior to the auction, and evenly divide the limit across the CRR Account Holders eligible to submit bids or offers according to paragraph (1) above.  This limit shall be designated as the preliminary allocated CRR transaction limit.  The preliminary allocated CRR transaction limitation for all CRR Account Holders will be communicated as part of the CRR Auction Notice prior to each auction.

(a)
Prior to opening the CRR Auction for bidding but after the credit lock deadline, ERCOT shall determine which of the CRR Account Holders are Participating CRR Account Holders for that CRR Auction.  ERCOT shall then calculate a final allocated CRR transaction limit by evenly dividing the number of available transactions across the Participating CRR Account Holders.  ERCOT shall notify all CRR Account Holders of this revised limit prior to opening the CRR Auction to receive transactions.

(b)
The Technical Advisory Committee (TAC) shall establish transaction limits for the annual and monthly CRR Auctions for Participating CRR Account Holders.  As part of TAC consideration to establish or change transaction limits, ERCOT shall provide upon TAC request to TAC or a TAC-designated subcommittee the historical number of transactions submitted by each CRR Account Holder and the number of active CRR Account Holders aggregated up to the associated Counter-Party for each requested CRR Auction without identifying the names of the CRR Account Holders or Counter-Parties.  Upon TAC approval of a change in transaction limits, ERCOT shall post these values as part of the next regularly scheduled CRR Auction Notice.  Only Participating CRR Account Holders are allowed to submit transactions in the relevant CRR Auction.

(c)
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 final allocated CRR transaction limit will not apply and all transactions will be accepted.

(d)
Within one hour of the close of each CRR Auction, ERCOT shall notify all CRR Account Holders of the total number of transactions submitted by all Market Participants and whether or not a transaction adjustment period is necessary. 

(e)
If ERCOT announces a transaction adjustment period, ERCOT shall reject all transactions submitted by each Participating CRR Account Holder whose sum total of transactions submitted to the affected CRR Auction exceeds the final allocated transaction limit.  Each Participating CRR Account Holder may then adjust their transactions while respecting the final allocated CRR transaction limitation for the affected CRR Auction within one Business Day.  ERCOT will then execute the CRR Auction using the updated set of transactions as revised by Market Participants.

(f) 
Each Counter-Party is limited to a total of three CRR Account Holders. 

(g)
ERCOT shall charge a fee on each PTP Option bid awarded in each CRR Auction as described in Section 7.7, Point-to-Point (PTP) Option Award Fee.
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