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	NPRR Number
	533
	NPRR Title
	PCRR Eligibility Requirements (formerly “Clarification of PCRR Eligibility Requirements”)

	Timeline
	Urgent
	Action
	Recommended Approval

	Date of Decision
	February 14, 2014

	Proposed Effective Date
	May 1, 2014

	Priority and Rank Assigned
	Not applicable.

	Nodal Protocol Sections Requiring Revision
	3.4.2, Load Zone Modifications
7.4, Allocation of Preassigned Congestion Revenue Rights

7.4.1, PCRR Allocation Eligibility

7.4.1.1, PCRR Source and Sink Settlement Point Limitations (new)

7.4.1.2, PCRR Source Settlement Point Disqualification (new)

7.4.1.2.1, PCRR Source Settlement Point Disqualifying Events (new)

7.4.1.2.2, Effect of PCRR Source Settlement Point Disqualification (new)

7.4.2, PCRR Allocation and Nomination Terms and Conditions

7.4.2.1, PCRR Pathways (new)

7.4.2.2, PCRR Allocation and Nomination Amounts (new)

7.4.2.3, PCRR Allocations and Nominations (new)

	Market Guide Section(s) Requiring Revision
	None

	Revision Description
	This Nodal Protocol Revision Request (NPRR) clarifies the eligibility for Pre-Assigned Congestion Revenue Rights (PCRRs) subject to changes over time in contracts, Entity relationships, and resource status and capabilities.

	Reason for Revision
	Additional clarity is needed in the ERCOT Protocols on the governing rules for PCRR eligibility as customer relationships have changed, resources are upgraded/mothballed/retired, and contracts are extended or terminated.  ERCOT submits this NPRR to clarify the circumstances in which PCRRs will continue to be eligible versus when that eligibility is partially or totally forfeited.

	Credit Impacts
	To be determined.

	Procedural History
	· On 3/29/13, NPRR533, an Impact Analysis and an ERCOT White Paper were posted.
· On 4/18/13, PRS considered NPRR533. 

· On 10/22/13, Edison Mission Marketing & Trading (EMMT) comments were posted.

· On 11/20/13, ERCOT comments were posted.

· On 1/10/14, a second set of ERCOT comments were posted.

· On 1/14/14, Kerrville Public Utilities Board comments were posted.

· On 1/15/14, a third set of ERCOT comments were posted.

· On 2/5/14, a fourth set of ERCOT comments were posted.

· On 2/6/14, a second set of EMMT comments were posted.

· On 2/10/14, a second set of Kerrville Public Utilities Board comments were posted.

· On 2/12/14, LCRA comments were posted.

· On 2/12/14, PEC comments were posted.

· On 2/12/14, a fifth set of ERCOT comments were posted.

· On 2/13/14, PRS again considered NPRR533.

	PRS Decision 
	On 4/18/13, PRS unanimously voted to table NPRR533 until the first PRS meeting after an ERCOT workshop on NPRR533 is held.  All Market Segments were present for the vote. 

On 2/13/14, PRS voted via roll call vote to recommend approval of NPRR533 as amended by the 2/10/14 Kerrville Public Utilities Board comments.  There were seven opposing votes from the Consumer, Cooperative (4) and Independent Generator (2) Market Segments and eight abstentions from the Independent Generator, Independent Power Marketer (IPM) (2), Independent Retail Electric Provider (IREP) (2), Investor Owned Utility (IOU) and Municipal (2) Market Segments.  PRS then voted to grant NPRR533 Urgent status and to forward NPRR533 to TAC.  There was one opposing vote from the IOU Market Segment.  All Market Segments were present for the votes.

	Summary of PRS Discussion
	On 4/18/13, ERCOT Staff explained it is presently engaged in bilateral discussions with various Non-Opt-In Entities (NOIEs) that are affected by NPRR533 and proposed that a workshop on NPRR533 be held with all interested parties following these discussions. 

On 2/13/14, participants discussed the various sets of comments that were submitted after the 1/29/14 NPRR533 workshop.  Discussion focused on the different proposals for the treatment of capacity entitlements that remain after partial termination of a portfolio supply contract(s) by one or more NOIEs that are parties to the contract(s).  Some parties were in favor of tabling NPRR533 for one month to allow time for interested parties to consider positions on this issue and for ERCOT to complete the evaluation discussed in the 2/12/14 ERCOT comments, while others were in favor of voting on the merits.


	Business Case

	Business Case
	1
	Qualitative benefit:
· Clarified Protocol requirements.


	Sponsor

	Name
	Chad V. Seely; Matt Mereness

	E-mail Address
	cseely@ercot.com; mmereness@ercot.com 

	Company
	ERCOT

	Phone Number
	512-225-7035; 512-248-3089

	Cell Number
	

	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

	EMMT 102213
	Proposed clarifying revisions; opined that when a PCRR-eligible Entity terminates a historical supply contract, the PCRRs that belonged to the NOIE are not reconfigurable to other NOIEs that remain parties to a pre-9/1/99 contract; and requested that ERCOT publish a list of PCRR source and sink points, owners, and amounts.

	ERCOT 112013
	Requested that PRS table NPRR533 while ERCOT prepares comments with requested data and proposed revisions.

	ERCOT 011014
	Submitted an updated NOIE Resource-Specific PCRR Eligibility List; provided information showing the aggregate difference between Generation Resource data from 1999 and 2010; and proposed revisions to further clarify the discussion points from the 10/23/13 workshop.

	Kerrville Public Utilities Board 011414
	Proposed revisions to clarify the meaning of “capacity entitlement.”

	ERCOT 011514
	Proposed additional revisions to incorporate discussion points from the 10/23/13 workshop and recommended an additional workshop be held.

	ERCOT 020514
	Proposed additional revisions based on input received at the 1/29/14 workshop.

	EMMT 020614
	Proposed revisions to clarify the meaning of “evergreen provision” and to require an annual ERCOT report to TAC on PCRR allocations.

	Kerrville Public Utilities Board 021014
	Proposed revisions to fix capacity entitlements for NOIEs that remain party to a portfolio supply contract that has been partially terminated by another NOIE based on 4-Coincident Peak (4CP) values.

	LCRA 021214
	Endorsed the 2/5/14 ERCOT comments.

	PEC 021214
	Endorsed the 2/5/14 ERCOT comments.

	ERCOT 021214
	Noted that ERCOT Staff is executing a study that will analyze the potential impacts to future CRR Auctions.


	Comments


Please note that the baseline Protocol language in the following sections has been updated to reflect the incorporation of the following NPRRs into the Protocols:

· Section 3.4.2:

· NPRR530, Transfers of Specific NOIEs Within a NOIE Load Zone to a Competitive Load Zone (unboxed January 9, 2014)
· Section 7.4.2

· NPRR463, CRR Auction Structure Enhancements (unboxed April 1, 2013)

	Proposed Protocol Language Revision


3.4.2
Load Zone Modifications

(1)
Load Zones may be added, deleted, or changed, only when approved by the ERCOT Board, with the exception of paragraph (c) of Section 3.4.3, NOIE Load Zones.  Approved additions, deletions, or changes go into effect 36 months after the end of the month in which the addition, deletion, or change was approved, with the exception of paragraph (2) below.  

(2)
A NOIE that was included in the establishment of an automatic pre-assigned NOIE Load Zone under paragraph (c) of Section 3.4.3 may elect to be assigned to an appropriate Competitive Load Zone after giving notice of termination of its power supply arrangement if a request to be assigned to a Competitive Load Zone was given to ERCOT at least 90 days prior to the start of the Pre-Assigned Congestion Revenue Right (PCRR) nomination window for the effective year of the Load Zone change.  The move to a Competitive Load Zone requires ERCOT Board approval and shall be effective no sooner than the first day of the PCRR Nomination Year.  

7.4
Pre-Assigned Congestion Revenue Rights Overview
(1)
ERCOT shall allocate a portion of available Congestion Revenue Rights (CRRs) as Pre-Assigned Congestion Revenue Rights (PCRRs) to Non-Opt-In Entities (NOIEs) that either have established ownership prior to September 1, 1999 in a specific Generation Resource or have a long-term (greater than five years) contractual commitment for annual capacity and energy that was entered into prior to September 1, 1999 from specific Generation Resources .  For purposes of this Section 7.4, such Generation Resources shall be referred to as “pre-September 1, 1999 Generation Resources.”  
(2) 
NOIEs are the only Entities eligible for an allocation of PCRRs.  NOIEs may designate an agent to manage their PCRRs, provided that ERCOT’s relationship is with the NOIE and that an agent shall be subject to all PCRR rules applicable to the NOIE.  ERCOT will rely exclusively on documentation provided or confirmed by the NOIE to determine the continued eligibility for allocation of PCRRs.  
(3)
ERCOT shall publish a list of NOIEs who are eligible for allocation of PCRRs on the MIS Public Area.  The list shall include each NOIE’s ownership and/or contractual amount of capacity related to pre-September 1, 1999 Generation Resources.  The list shall further include the eligible PCRR amounts capped at the net max sustainable rating (MW) of pre-September 1, 1999 Generation Resources as established by 2010 registration data.  ERCOT shall update the list as necessary to reflect current NOIE eligibility for allocation of PCRRs.

7.4.1
PCRR Allocation Eligibility
7.4.1.1
PCRR Criteria for NOIE Allocation Eligibility
PCRRs shall be limited to pre-September 1, 1999 Generation Resources utilized by a NOIE to serve the Load in its service territory.  The following criteria shall apply for NOIE eligibility for allocation of PCRRs:



(a)
A Generation Resource owned by the NOIE nominating the PCRR(s) that meets the following:

(i)
The NOIE owned the Generation Resource prior to September 1, 1999 and has maintained uninterrupted ownership since September 1, 1999;

(ii)
The Generation Resource has remained in service on an uninterrupted basis except for Maintenance Outages, Forced Outages, Opportunity Outages or Planned Outages (including a Mothballed Generation Resource that operates under a Seasonal Operation Period) subsequent to September 1, 1999; and
(iii)
The NOIE utilizes the Generation Resource to meet its electric service obligations within its service territory in an amount at least equal to the nominated PCRR amount. 

(b)
A Generation Resource that is the subject of a long-term contract between the NOIE nominating the PCRR(s) and another Entity that owns or controls the Generation Resource, provided that the long-term contract meets the following criteria:

(i)
The contract was entered into prior to September 1, 1999 and has remained in effect on an uninterrupted basis since September 1, 1999; 

(ii)
The contract term is greater than five years.  Contracts with automatic renewal provisions (evergreen clauses), the operation of which extends beyond the term of the contract to more than the cumulative five years, shall meet this requirement, provided that the automatic renewal provision was in place prior to September 1, 1999;  

(iii)
The NOIE is entitled to capacity from specific Generation Resource(s) pursuant to the long-term contract; long-term contracts that are not backed by specific Generation Resources are not eligible for PCRRs;


(iv)
The Generation Resource(s) that is/are the subject of the long-term contract has/have remained in service on an uninterrupted basis except for Maintenance Outages, Forced Outages, Opportunity Outages or Planned Outages (including a Mothballed Generation Resource that operates under a Seasonal Operation Period) since September 1, 1999; and
(v)
The Generation Resource(s) that is/are the subject of the long-term contract is/are utilized by the NOIE to meet  its electric service obligations within its service territory in an amount at least equal to the nominated PCRR amount.

(c)
A federally-owned hydroelectric Generation Resource that is the subject of a series of sequential long-term contracts between the NOIE nominating the PCRR(s) and the federal government based upon a long-term (greater than five years) allocation from the federal government for annual capacity and energy produced at such federally-owned hydroelectric Generation Resource, and that allocation was in place prior to September 1, 1999.  

(d)
Multiple Generation Resources that are the subject of portfolio supply contracts that meet the requirements of paragraphs (b)(i)-(ii) and (iv)-(v) above and are between a NOIE nominating the PCRR(s) and another non-NOIE.  For the purposes of this Section 7.4.1.1, portfolio supply contract shall mean an agreement under which multiple NOIEs receive wholesale capacity from another non NOIEpursuant to a portfolio of specific Generation Resources.  Each NOIE who is eligible for PCRRs and is a party to a portfolio supply contract shall be allocated PCRRs based on its 1999 4-Coincident Peak (4CP) ratio share of each Generation Resource in the portfolio.  The 1999 4CP ratio share shall be calculated as the 4CP of each NOIE divided by the total 4CP of all NOIEs who were supplied by that portfolio of Generation Resources in 1999.  Each NOIEs capacity entitlement shall be its 1999 4CP ratio share multiplied by the net max sustainable rating from the 2010 registration data for each PCRR eligible Generation Resource in the portfolio.
(e)
The Direct Current Tie (DC Tie) is considered a PCRR-eligible Generation Resource for contracts of Tex-La Electric Cooperative of Texas, Inc. with supply resources located outside the ERCOT Region that meet the requirements of paragraphs (b)(i)-(ii) and (iv)-(v) above.
(f) 
A Generation Resource that was the subject of a pre-September 1, 1999 long-term contract between the NOIE nominating the PCRR(s) and another Entity that owned or controlled the Generation Resource prior to September 1, 1999, and that has been acquired by the NOIE after September 1, 1999, shall be deemed for all purposes as a NOIE-owned pre-September 1, 1999 Generation Resource for purposes of paragraph (1) of Section 7.4.1.3.1, PCRR Disqualifying Events, provided that an option for the NOIE to acquire the Generation Resource was in place in the long-term contract prior to September 1, 1999.

7.4.1.2
NOIE Allocation Eligibility for PCRRs Impacted By Long-Term Outages of Generation Resources and Mothballed Generation Resources
(1)
A NOIE maintains allocation eligibility for PCRRs associated with a pre-September 1, 1999 Generation Resource that may be out of service for greater than 12 consecutive months if the Generation Resource is out of service pursuant to a Forced Outage and the time necessary to address the relevant Outage extends beyond 12 months, provided that the NOIE must demonstrate to ERCOT’s satisfaction that the Outage continues to be necessary and does not require the Resource Entity to cease or suspend operation of the Generation Resource pursuant to Section 3.14.1.1, Notification of Suspension of Operations.  
(a)
For a PCRR Nomination Year in which a PCRR-eligible Generation Resource is expected to return to service after a long-term Forced Outage (greater than 12 consecutive months), the NOIE is only eligible to receive PCRRs for the months in which the Generation Resource is expected to be in service for the entirety of the month. 
(b)
If the NOIE nominated and was awarded PCRRs during the annual PCRR allocation process for future months based on an anticipated return to service of a PCRR-eligible Generation Resource from a long-term Forced Outage (greater than 12 consecutive months), the NOIE shall notify ERCOT in writing of the intentions of the Resource Entity to return the Generation Resource to service no less than 60 days prior to the first day of the month in which the Generation Resource is scheduled to return to service. This notice requirement to retain allocated PCRRs is separate and distinct from the return to service requirement in Section 3.14.1.9, Generation Resource Return to Service Updates.  If the Generation Resource will not be returned to service for the entirety of a month for which PCRRs were allocated, the associated CRRs will be voided for each impacted month and ERCOT will follow the appropriate option described in Section 7.4.1.3.2, Effect of PCRR Disqualification, in order to maximize the available transmission capacity for future monthly CRR Auctions.  To determine if the NOIE will retain any allocated PCRRs for future months, the NOIE shall provide to ERCOT a new expected return to service date and must follow the notice requirement and timeline in this paragraph above.
 


(2)
A NOIE maintains allocation eligibility for PCRRs associated with a pre-September 1, 1999 Generation Resource if the Generation Resource becomes a Mothballed Generation Resource pursuant to Section 3.14.1.1, Notification of Suspension of Operations, regardless of whether ERCOT determines that the Generation Resource is necessary for Reliability Must-Run (RMR) Service.

(a)
However, because the Generation Resource will not provide any capacity or energy to serve the NOIE’s Load in its service territory for the period in which it is designated as a Mothballed Generation Resource, a NOIE does not have an exclusive right to retain any allocated PCRRs during this period.  For any retained PCRRs, the NOIE shall follow the process detailed in Section 7.4.1.3.2, Effect of PCRR Disqualification. 

(b)
For a PCRR Nomination Year in which a PCRR-eligible Mothballed Generation Resource is expected to return to service (including a Mothballed Generation Resource that operates under a Seasonal Operation Period), the Generation Resource is only eligible for PCRRs for the months it is expected to be in service for the entirety of the month.
(c)
If the NOIE nominated and was awarded PCRRs during the annual PCRR allocation process for future months based on an anticipated return to service of a PCRR-eligible Mothballed Generation Resource, the NOIE shall notify ERCOT in writing of the intentions of the Resource Entity to return the Mothballed Generation Resource to service no less than 60 days prior to the first day of the month in which the Generation Resource is scheduled to return to service.  This notice requirement to retain allocated PCRRs is separate and distinct from the return to service requirement in Section 3.14.1.9, Generation Resource Return to Service Updates.  If the Mothballed Generation Resource will not be returned to service for the entirety of a month for which PCRRs were allocated, the associated CRRs will be voided for each impacted month and ERCOT will follow the appropriate option described in Section 7.4.1.3.2 in order to maximize the available transmission capacity for future monthly CRR Auctions.  To determine if the NOIE will retain any allocated PCRRs for future months, the NOIE shall provide to ERCOT a new expected return to service date and must follow the notice requirement and timeline in this paragraph.
7.4.1.3
PCRR Disqualification

7.4.1.3.1
PCRR Disqualifying Events

(1)
A NOIE that owns a pre-September 1, 1999 Generation Resource shall no longer be eligible for allocation of PCRRs associated with that Generation Resource under the following conditions:

(a)
The Generation Resource is designated as decommissioned and retired pursuant to Section 3.14.1.1, Notification of Suspension of Operations, regardless of whether ERCOT determines that the Generation Resource is necessary for Reliability Must-Run (RMR) Service.  

(b)
The Generation Resource is sold by the NOIE to another Entity, regardless of whether the NOIE later enters into a long-term supply contract with that Entity to serve the NOIE’s Load in its service territory.  The selling of a Generation Resource shall include the transfer of ownership of the Generation Resource and/or the sale of the energy and/or capacity of the Generation Resource pursuant to a contractual agreement.  However, a transfer of the Generation Resource to an Affiliate of the NOIE or to a generation and transmission Electric Cooperative (EC) for the benefit of the NOIE shall not serve as a disqualifying event as long as all other PCRR eligibility requirements remain in place.  




(2)
A NOIE that has a long-term contract with a pre-September 1, 1999 Generation Resource under paragraph (b) of Section 7.4.1.1, PCRR Criteria for NOIE Allocation Eligibility, shall no longer be eligible for allocation of PCRRs associated with that Generation Resource upon termination of the long-term contract.  For purposes of this Section 7.4.1.3.1, termination of the relevant long-term contract shall include:

(a)
The Generation Resource is designated as decommissioned and retired pursuant to Section 3.14.1.1, regardless of whether ERCOT determines that the Generation Resource is necessary for Reliability Must-Run (RMR) Service.
(b)
Any change in control of the capacity under the contract, including, but not limited to, assignment of the contract to another Entity.  The foregoing notwithstanding, a NOIE shall still be eligible to receive PCRRs if the capacity under the contract is transferred to another Entity or a generation and transmission EC for the benefit of the NOIE, the Entity or the generation and transmission EC continues to supply the NOIE under the same terms and conditions of the long-term contract, and the contract continues to meet all other relevant PCRR eligibility requirements.  


(c) 
Any change in the designation of Generation Resources backing a long-term contract after September 1, 1999, shall disqualify the long-term contract.
(d)
If the termination of a long-term contract applies to less than 100% of the capacity entitlement, the remaining capacity entitlement shall continue to qualify for PCRRs for the MW amount under the portion of the long-term contract that is not terminated, provided that the long-term contract otherwise continues to meet all other PCRR eligibility requirements.  

(3)
A NOIE that has a long-term portfolio supply contract under paragraph (c) of Section 7.4.1.1 shall no longer be eligible for allocation of PCRRs associated with these pre-September 1, 1999 Generation Resources upon termination of the portfolio supply contract.  For the purposes of this subsection, termination shall have the same meaning as defined in paragraph (2) above.  Following termination of a portfolio supply contract(s) for a NOIE or group of NOIEs, the capacity entitlements remaining under the existing portfolio supply contract(s) shall continue to reflect the 1999 4-CP ratio share values, as described in paragraph (1)(c) of Section 7.4.1.1.  

(4)
A NOIE that has a long-term contract across the DC Tie with supply resources located outside the ERCOT Region pursuant to paragraph (d) of Section 7.4.1.1 shall no longer be eligible for allocation of PCRRs upon termination of the relevant external supply contract(s).  For purposes of this Section 7.4.1.3.1, termination shall have the same meaning as defined in paragraph (2) above.  If the termination of the external supply contract(s) applies to less than 100% of the capacity entitlement, the remaining capacity entitlement shall continue to qualify for PCRRs for the MW amount under the portion of the external supply contract(s) that is not terminated, provided that the external supply contract(s) continues to meet all other PCRR eligibility requirements.  

(5)
A NOIE that has long-term contracts pursuant to paragraph (b) of Section 7.4.1.1, portfolio supply contracts pursuant to paragraph (c) of Section 7.4.1.1 or long-term contracts pursuant to paragraph (d) of Section 7.4.1.1 that did not contain automatic renewal provisions (evergreen clauses) in the original contracts and were subsequently revised to extend the term of the relevant contracts after September 1, 1999, shall not be eligible for allocation of PCRRs upon expiration of the original terms of the contracts (i.e. the date the contract would have expired but for extension of the term pursuant to post-September 1, 1999 contract modifications).  Disqualification pursuant to this Section 7.4.1.3.1 applies to any type of term extension modifications after September 1, 1999, whether they are automatic renewal provisions (evergreen clauses) or other renewal and extension provisions. 
(6)
A NOIE shall no longer be eligible for allocation of PCRRs after it opts into competition, with the exception of South Texas Electric Cooperative Inc. (STEC).  STEC may be eligible for allocation of PCRRs for up to three years after the date it enters into competition.
7.4.1.3.2
Effect of PCRR Disqualification

(1)
Once a disqualifying event occurs under Section 7.4.1.3.1, PCRR Disqualifying Events, the PCRRs associated with the pre-September 1, 1999 Generation Resource shall be voided by ERCOT from the date of the disqualifying event.  Further, the NOIE will no longer be eligible for allocation of future PCRRs associated with the pre-September 1, 1999 Generation Resource. 
(2)
However, if a disqualifying event occurs during the effective term of the PCRRs, the NOIE who was allocated the PCRRs shall select one of the options below to address the remaining allocated PCRRs.
(a)
If the NOIE maintains PCRR-related CRRs in its CRR Account, then the CRRs associated with the PCRR allocation shall either:

(i)
Be voided by ERCOT at the time of the disqualifying event and ERCOT shall refund the NOIE the discounted purchase price of the CRR as soon as practicable; or

(ii)
Be retained by the NOIE and the NOIE pays ERCOT the price differential between the discounted CRR price and the full CRR Auction price in which the CRR was acquired. 
(b)
If the NOIE no longer maintains PCRR-related CRRs (sale, transfer, etc.), then the NOIE pays ERCOT the price differential between the discounted CRR price and the full CRR Auction price in which the CRR was acquired.

(c)
If the NOIE obtained PCRR-related CRRs through the Refund option (allocated at no charge), then ERCOT will void the CRRs at the time of the disqualifying event and no financial exchange is necessary.
7.4.2
PCRR Allocation and Nomination Terms and Conditions



7.4.2.1
PCRR Allocation and Nomination Amounts

(1)
PCRR allocations shall be limited to the Seasonal net max sustainable rating (MW) of eligible pre-September 1, 1999 Generation Resources, but shall in no event exceed the net max sustainable rating (MW) of these pre-September 1, 1999 Generation Resources as established by 2010 registration data.  If a Generation Resource is repowered by the addition of new equipment, the PCRR MW amount is limited to the original specific turbine/generator set(s) from the pre-September 1, 1999 Generation Resource.  New or upgraded components that increase the capacity of pre-September 1, 1999 Generation Resources are not eligible for increased PCRR MW amounts.
(2)
PCRR nominations shall be based on forecasted peak Demand, subject to the relevant PCRR allocation MW capacity limit of the specific Generation Resources.    
(3)
The PCRR allocation amounts for individual NOIEs relative to multiple Generation Resources under a portfolio supply contract shall be based on the following:

(a)
If the portfolio supply contract specifically describes the NOIE capacity entitlement from each specific Generation Resource, the PCRR allocation amount from each Generation Resource shall be based on the contractual rights.
(b)
If the portfolio supply contract does not specifically describe the NOIE capacity entitlement from each specific Generation Resource, the PCRR allocation amount shall be based on the NOIEs 1999 4-Coincident Peak (4CP) ratio share of each Generation Resource in the portfolio.  The 1999 4-CP ratio share shall be calculated as the 4-CP of each NOIE divided by the total 4-CP of all NOIEs who were supplied by that portfolio of Generation Resources in 1999.  Each NOIEs capacity entitlement shall be its 1999 4-CP ratio share multiplied by the net max sustainable rating from the 2010 registration data for each PCRR eligible Generation Resource in the portfolio.
(4)
If a NOIE serves Load in more than one Load Zone, it shall nominate PCRRs to each Load Zone in an amount equal to the explicit contractual rights to each Load Zone, if any, or in proportion to the peak Load served in each relevant Load Zone, based on the aggregated monthly Load data from the corresponding prior 12 months.

7.4.2.2
PCRR Allocations and Nominations
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 PCRR Nomination Year 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 amount of a particular PCRR’s impact divided by the total impact of all PCRRs in the same direction on a violated constraint.  The price that a NOIE must pay for an allocated PCRR is based on the corresponding CRR clearing price in the CRR First Offering.  The invoicing and payment for a PCRR allocated according to the process in this paragraph follows the same process and timeline as the invoicing and payment of CRR bids cleared in the CRR First Offering.

(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 amount allowed pursuant to Section 7.4.2.1, PCRR Allocation and Nomination Amounts, for each eligible Resource, except as noted below in paragraph (d).  Prior to the first CRR Long-Term Auction Sequence held in any given calendar year, the NOIE must nominate PCRRs for each month of the PCRR Nomination Year.  Nominations must be received at ERCOT no later than 30 Business Days prior to the commencement of the CRR Long-Term Auction Sequence.  ERCOT shall allocate PCRRs to the NOIE no later than 25 Business Days prior to the CRR Long-Term Auction Sequence.  There shall not be any PCRR nomination process leading up to the second CRR Long-Term Auction Sequence (if any) in a calendar year.
(d)
Prior to each CRR Monthly Auction, if there existed any PCRR nominations for the month being auctioned that ERCOT determined were not feasible at the time of the CRR Long-Term Auction Sequence in which they were originally considered, resulting in proportionally reduced PCRR allocations, then ERCOT shall re-evaluate the full nomination and allocate additional PCRRs, if feasible, up to the original nomination amount.  The price that a NOIE must pay for a PCRR allocated by the process in this paragraph is based on the corresponding CRR clearing price in the CRR Monthly Auction according to the pricing methodology in item (h) below, and the invoicing and payment for such a PCRR follows the same process and timeline as the invoicing and payment of CRR bids cleared in the CRR Monthly Auction.

(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 Resource amounts allowed pursuant to Section 7.4.2.1.  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 Resource amounts allowed pursuant to Section 7.4.2.1 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)
During the nomination process, 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 CRR Monthly Auction.  This change is effective no later than the date of the CRR Monthly Auction, and the redesignation may be requested for each CRR Monthly Auction during the Force Majeure Event.  Any price difference in the reconfigured rights must be paid by (or paid to) the NOIE.


(f)
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. 
(g)
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.

(h)
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.
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