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	NPRR Number
	453
	NPRR Title
	Separation of Year 1 and Year 2 of the Annual CRR Auctions by Timing

	Timeline
	Normal
	Action
	Recommended Approval

	Date of Decision
	April 19, 2012

	Proposed Effective Date
	To be determined.

	Priority and Rank Assigned
	To be determined.

	Nodal Protocol Sections Requiring Revision
	7.3, Types of Congestion Revenue Rights to Be Auctioned
7.4.2, PCRR Allocation Terms and Conditions 
7.5.1, Nature and Timing
7.5.3, ERCOT Responsibilities

	Market Guide Section(s) Requiring Revision
	None.

	Revision Description
	This Nodal Protocol Revision Request (NPRR) outlines the Protocol changes needed to allow ERCOT to execute each year of the two-year annual Congestion Revenue Right (CRR) Auctions in separate bid and credit windows for each year to relieve market credit and improve the ability of ERCOT to efficiently execute and analyze the results.
Annual CRR Auction processes and systems are already separated in terms of credit lock, modeling, bidding and auction optimization.  These changes simply separate the two annual CRR Auctions to run sequentially during the year, rather than simultaneously, to eliminate overlapping annual credit lock exposure.

	Reason for Revision
	Currently Year 1 and Year 2 of the annual CRR Auctions are run simultaneously.  In November 2011, $1.6 billion in credit was locked for Year 1 and Year 2 of the annual CRR Auction and overlapped with the credit lock for the December monthly CRR Auction as well.

	Credit Impacts
	To be determined.

	Procedural History
	· On 4/2/12, NPRR453 and an Impact Analysis were posted.
· On 4/19/12, PRS considered NPRR453.

	PRS Decision 
	On 4/19/12, PRS unanimously voted to recommend approval of NPRR453 as revised by PRS.  All Market Segments were present fort the vote.

	Summary of PRS Discussion
	On 4/19/12, revisions were proposed to add timing requirements for the execution of the Year 2 annual CRR Auction.  ERCOT Staff noted that NPRR453 does not modify the timeline for the nomination of Pre-Assigned Congestion Revenue Rights (PCRRs).


	Business Case

	Business Case
	1
	Qualitative benefits: 
· For both Market Participants and ERCOT, this NPRR breaks apart the doubled-up CRR Auction activities that currently create a coincident peak of credit posting, market bid submissions, and execution run times that can be more effectively separated into two windows for the Year 1 annual CRR Auction and the Year 2 annual CRR Auction. 
· With the potential credit relief, CRR Account Holders may buy more CRRs and increase revenue to Load from CRR Auctions.
· ERCOT CRR operators have less risk in being able to complete and validate both CRR Auctions on time.

	
	2
	Quantitative benefit:
· Collateral relief from a coincident peak of market credit posting of $1.6 billion for more than three weeks while running both annual CRR Auctions simultaneously could be relieved by running the Year 1 annual CRR Auction ($1.2 billion) and Year 2 annual CRR Auction ($0.4 billion) in separate windows and potentially post results and release credit in less time (consider interest savings on $1.6 billion).

	
	3
	No impacts to other Market Participants should result from this NPRR, since payment schedule to Load for CRR Auction revenues is the same (end of operating month).


	Sponsor

	Name
	Matt Mereness

	E-mail Address
	mmereness@ercot.com

	Company
	ERCOT

	Phone Number
	512-248-3089

	Cell Number
	512-565-8939

	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

	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; and
(c)
7x8 blocks for hours ending 0100-0600 and hours ending 2300-2400 Sunday through Saturday, 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.  The first year of an annual CRR Auction is referred to as “Year 1” and the second year of an annual CRR Auction is referred to as “Year 2.”
(8)
CRR Auction bids and Pre-Assigned Congestion Revenue Right (PCRR) nominations must specify a TOU block. 

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 CRR Auction following the allocation of PCRRs as described in paragraph (c) below.  The Simultaneous Feasibility Test (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 Year 2 annual CRR 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 Year 2 annual CRR 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 CRR Auction.  Nominations must be received at ERCOT no later than 15 Business Days prior to the commencement of the monthly CRR 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 CRR Auction.

(ii)
After completion of the first six monthly CRR Auctions, NOIEs must nominate PCRRs for each month of the balance of the year CRR Auction.  Nominations must be received by ERCOT no later than 15 Business Days prior to the commencement of the balance of the year CRR Auction for the months comprising the balance of the year for which the CRRs being auctioned are effective.  ERCOT shall allocate PCRRs to the NOIEs no later than ten Business Days prior to the balance of the year CRR Auction.

(iii)
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 CRR Auction.  ERCOT shall allocate PCRRs to the NOIE no later than 25 Business Days prior to the annual CRR Auction. 

(iv)
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 Year 2 annual CRR Auction.  ERCOT shall allocate PCRRs to the NOIE no later than 25 Business Days prior to the Year 2 annual CRR Auction. 
(d)
If at the time of the balance of the year and annual CRR Auctions, 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.  NOIEs that receive PCRRs representing gas steam Resources, hydro, wind, simple cycle or other similar Resources across high voltage DC Ties must use the capacity option (ii) for those 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 to Be Auctioned) 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 CRR 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, except for NOIEs who have elected to be assigned to an appropriate Competitive Load Zone pursuant to paragraph (2)(d) of Section 3.4.3, NOIE Load Zones.  For these NOIEs, ERCOT will allocate the total nominated capacity to the NOIE Load Zone automatically established in paragraph (2)(d) of Section 3.4.3.  For this allocation, ERCOT shall use the aggregated monthly load data from the corresponding prior 12 months. 

(g)
The CRR type, either Point-to-Point (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.

7.5.1
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.

(e)
For all subsequent annual CRR Auctions, Year 1 and Year 2 shall be executed separately in a manner to prevent the overlap of the credit lock window for the two annual CRR Auctions.
(f)
The Year 2 annual CRR Auction shall be executed no earlier than October 1st of the current year and no later than January 31st of the subsequent year.
(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 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.

	[NPRR357:  Replace paragraphs (4), (5), an (6) above with the following upon system implementation:]

(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)
For the first annual CRR Auction, 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. 
(d)
For all subsequent annual CRR Auctions, Year 1 and Year 2 will be executed separately in a manner to prevent the overlap of the credit lock window for the two annual CRR Auctions.
(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 the annual CRR Auction:  

(i)
PTP Options in one-month strips, any specified consecutive monthly strips within the same calendar year, and calendar year 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 calendar year strips.
(6)
ERCOT shall offer network capacity in each month of the annual CRR Auction equal to the difference between:

(a)
The expected network topology for each month of the year from 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 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.
7.5.3
ERCOT Responsibilities

(1)
ERCOT shall:

(a)
Manage the qualification and registration of eligible CRR Account Holders;

(b)
Post calendar of CRR Auctions;

(c)
Initiate, direct, and oversee the CRR Auction;

(d)
Post CRR Auction results;

(e)
Maintain a record of the CRRs;

(f)
Provide a mechanism to record CRR bilateral transactions;

(g)
Determine CRR Auction Settlement and distribute auction revenues;

(h)
Keep, under the ERCOT data retention policy, all information and tools necessary to reproduce CRR calculations; and

(i)
Post CRR Network Model of the effective month of the auction on the MIS Secure Area, before each CRR Auction:

(i)
For monthly auctions the model shall be posted no later than 10 Business Days before the auction.  

(ii)
For annual auctions the model shall be posted no later than 20 Business Days before the applicable annual auction.    

(2)
ERCOT shall use the CRR Network Model as defined in Section 3.10.3, CRR Network Model. 

(3)
ERCOT shall develop and maintain a CRR guide to help Market Participants with the CRR program.

(4)
Before each auction, ERCOT shall establish a credit limit under Section 16, Registration and Qualification of Market Participants, that is imposed in the CRR Auction.
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