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	Comments


Edison Mission Marketing and Trading (EMMT) urges stakeholders to support the PRS version of NPRR 533.
  Allowing the transfer of PCRRs from load leaving a NOIE load zone to remaining NOIE load penalizes entities that leave their historic supplier and creates potential harm to other entities.
ERCOT’s analysis filed on February 24 shows the potential harm.  ERCOT shows that the reallocation of PCRRs that historically belonged to NOIEs leaving LCRA would increase the LCRA ownership share by over 33% percent in all months July – December of 2015.  The last line in table that shows that the increase in PCRRs under the LCRA language would increase the allocation of PCRRs (over baseline) by over 38% in both October and November. It is highly probably this effect would likely persist into the foreseeable future. ERCOT’s Table, highlighted to reflect discussion above, is as follows:  
	
	
	
	
	
	
	
	

	2015 (Jul-Dec) Increased PCRR MWs Allocated to LCRA for WPA Resources



	
	July
	August
	September
	October
	November
	December
	Total

	Existing WPA Total MWs
	1446.4
	1448
	1447.5
	875.9
	870.9
	1329.7
	7418.4

	Increased MWs for the Second Study Case
	483.4
	483.4
	486
	336.8
	336.8
	487.9
	2614.3

	WPA Total MWs for the Second Study Case
	1929.8
	1931.4
	1933.5
	1212.7
	1207.7
	1817.6
	10032.7

	% Increase in WPA MWs for the Second Study Case
	33.42%
	33.38%
	33.58%
	38.45%
	38.67%
	36.69%
	35.24%


The proposed construct wherein the PCRRs are reallocated from departing LCRA customers to existing LCRA customers creates an opportunity cost—directly in terms of CRRs available to the market as a whole, and the prices for them, as well as in reducing auction revenues that flow to loads.

· PCRRs that were historically allocated to customers leaving a NOIE should flow back to the market (rather than be reallocated). Not flowing the transmission capacity back to the market penalizes the entities that are leaving their supplier.  If the historical capacity that they were using is reallocated to LCRA, to serve existing LCRA customers, the amount of transmission capability  that was once used by the departing entities to hedge their own load will not be available in the competitive CRR auctions for their new suppliers (to use to hedge the load).
· This will impact the ability of competitive suppliers to hedge the loads no longer served by LCRA—a direct penalty to the departing load--and to their new suppliers--which is anti-market oriented. Georgetown filed helpful maps in their comments of 2/25/14 which directly illustrates this geographic impact.  
· Such a reallocation will also affect entities who are not NOIEs and not former NOIE customers, for example, residents of other central Texas areas with retail choice (e.g. Round Rock, Pflugerville) that are served by competitive suppliers.  The load leaving LCRA as a supplier, its new suppliers, and entities providing and receiving service in competitive areas like Round Rock, Pflugerville, and Sharyland will be affected by locking up this transmission capability in the form of PCRRs instead of returning it to the competitive market.  
PCRRs have historically been requested as options.  Option CRRs do not provide counter-flow when modeled in the CRR auction.  This exacerbates the impact of the PCRR “pre-awards.”  Each MW of a PCRR removes capability (ahead of time) from the transmission model used by ERCOT to auction CRRs. This is transmission capability that (but for the reallocation) could have been sold competitively to provide hedging opportunities for suppliers (and their customers) and fully priced auction revenues for loads. 
Further, each PCRR that is awarded reduces auction revenues that are paid out to load on a load ratio share basis.  This is the case because PCRRs are paid for at a fraction of the auction clearing price.  Each PCRR that is awarded in place of a CRR with the same end points reduces overall auction revenues per Nodal Protocols 7.4.2 “PCRR Allocation Terms and Conditions.”  The revenues that flow back to loads are reduced by 90%, 85%, and 80% as described below in 7.4.2(h) as follows:
(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.
ERCOT confirms the loss of revenue with the table it presented on auction revenues. The loss of revenue arises both from the payment construct above (Case 2—which includes more PCRRs), and the reduced transmission capability available for sale (Case 1 due to the award of 60.1 MW of additional PCRRs sinking to South Zone which historically sunk in the LCRA Load Zone).
 Awarded bids minus cleared offers which is the “net” row in the table below, decreases.  This is because there are fewer competitive CRRs to sell (because the PCRRs removed capacity from the auction prior to the model being set up for the auction). In Case 1, there are reduced revenues because PCRRs take up more transmission capability to the South Zone—and essentially fewer competitive bids can clear in South Zone.  (This is why the large load zones for CPS, LCRA, and Austin were initially created in the Nodal Protocols. If these entities had been placed in the South Zone, there would have been tremendous reduction in CRRs for sale to competitive entities due to how the CRR auction model works.
)  Overall, each proposal shows a reduction in net auction revenues (vs. PRS baseline) that would flow back to load.
Table on auction revenues from ERCOT analysis as filed on 2/24/14 is below
.
For clarity Baseline reflects the PRS Approved Language on 02/13/14.

Case 1 represents moving the Lost Pines sink settlement point (from LCRA) to the South Load Zone.

Case 2 represents the Case 1 + Reallocation of PCRRs that belonged to the historical customers which are leaving LCRA.

From ERCOT’s 2/24/14 Comments
	Net Revenue for Peak Weekday (Awarded Bids minus Offers):

	
	Baseline
	Study Case 1 - Load Zone Changes Only
	Study Case 2 - Load Zone and MW Changes
	% Impact of Load Zone Changes Only
	% Impact of Load Zone and MW Changes

	Awarded Bids
	$     22,506,071.93
	$     21,927,902.10
	$     19,260,281.02
	-2.6%
	-14.4%

	Awarded Offers
	$     (1,375,054.88)
	$     (1,469,067.28)
	$     (1,980,403.91)
	6.8%
	44.0%

	Net
	$     21,131,017.05
	$     20,458,834.82
	$     17,279,877.11
	-3.2%
	-18.2%


The net loss of revenue for the approximately 60 MW of PCRRs moving from the LCRA Load Zone sink to the South Load Zone sink is $672,000 (Case 1).  The case and reasoning for the three large Load Zones was established in the Nodal Docket 31540.  As such the change to the Load Zone sink in the original sub (f) section 7.4.2.2—of the NPRR should be rejected.  Moving the sink to the South Load Zone displaces competitively auctioned CRRs that could sink to the South Load Zone.
When a NOIE terminates its long-term contract or opts into competition its PCRRs should be returned to the market. This position is consistent with the initial position ERCOT took in its white paper on the issue filed in this NPRR.
  The concept that PCRR’s can be redistributed to other NOIEs was never discussed, or approved by the Market Participants.

We respectfully urge TAC to follow the course established by PRS. For convenience we have included the PRS version here, modified ONLY to change in the original sub (f) of Section 7.4.2.2—to keep the Lost Pines PCRRs sinking in the LCRA LZ--is highlighted in yellow to make it easy to see. 
Thank you for your consideration of these comments.
	Revised Cover Page Language


None.
	Revised Proposed Protocol Language


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)
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 (c) 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 (c) 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.
� We propose one change—which is to sink the PCRRs to the LCRA Load Zone instead of South Load Zone as ERCOT has proposed. This is discussed at the end of these comments. 


� We would urge that the PCRRs from Lost Pines sink to LCRA Load Zone rather than to South Zone. For background on why the three Load Zones for Austin, LCRA, and CPS were chosen, please see testimony of Daniel L. Jones on Behalf of CPS Energy, City of Austin, and LCRA at:  http://interchange.puc.texas.gov/WebApp/Interchange/application/dbapps/filings/pgSearch_Results.asp?TXT_CNTR_NO=31540&TXT_ITEM_NO=156


� Note that PCRRs are allocated before CRR auctions and they get “first dibs” on the transmission system as is it is represented in the CRR auction model. As noted in these comments, historically, PCRRs have been taken in the form of options—which provide no counter flow to the CRR model—again impacting total transmission capability remaining for competitive purchasers. There are specific steps ERCOT takes when awarding PCRRs. For example, ERCOT uses 100% of the system when determining the feasibility of long term PCRRs (See Protocols 7.4.2 PCRR Allocation Terms and Conditions, section (a).)  Notably, this can result in oversubscription of elements and there is an “impact ratio” scaling in the PCRR awards. However, as the monthly CRR auction rolls around, ERCOT checks to see if previously requested (but scaled) PCRRs would be feasible in the month and these are awarded up to the level of the initial request prior to the monthly competitive auction.  


� See page 3 of ERCOT whitepaper at:  � HYPERLINK "http://www.ercot.com/mktrules/issues/nprr/526-550/533/index" �http://www.ercot.com/mktrules/issues/nprr/526-550/533/index�  which states:    





To mitigate this issue, and to respect relevant historical equities,� organized markets employ various forms of priority allocations, which can include auction revenue rights or financial transmission rights.  Under these programs, recipients are entitled to rights for free or at reduced rates.  Regardless of the nature of the “discount,” this introduces market inefficiencies because the allocation is not based on competitive purchase.  Because such allocations are inconsistent with efficient market principles, the relevant market rules typically restrict the availability and allocation of such rights.  In essence, the rights are generally limited to the historical resource capacity associated with the eligible Entities at some point in time – e.g. when the Entity was integrated into the market, or the date established by applicable governing mandate (e.g. statutory, regulatory or market rule date that reflects the regions’ policies justifying the establishment of priority rights).  Consistent with limited purposes of priority rights, they should be restricted to the maximum extent possible because they are not intended to be an inefficient, out-of-market financial windfall for the recipients.  
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