Board Report


	SCR Number
	779
	SCR Title
	Increase to the CRR Auction Transaction Limit

	Timeline
	Normal
	Action
	Approved

	Date of Decision
	April 8, 2014

	Effective Date
	Upon system implementation.

	Priority and Rank Assigned
	 Priority – 2014; Rank – 898

	Supporting Protocol Section
	7.5.2, CRR Auction Offers and Bids

	Other Document Reference/Source
	None.

	System Change Description
	During Congestion Revenue Right (CRR) Auctions, a system limitation results in an aggregate limitation of 200,000 market transactions for CRR Account Holders.  This System Change Request (SCR) increases the limit by 50% to 300,000 market transactions.  This change will require improvements to the CRR software and enhancements to downstream systems to ensure that they can properly handle the increased transaction volume.  

	Reason for System Change
	The current aggregate system limitation of 200,000 market transactions results in individual CRR Account Holders not being able to submit the number of transactions as they might otherwise like to submit.  This may restrict participation in the CRR Auctions, limit the granularity in the transactions submitted, and reduce the number of transactions that are finally cleared within the CRR Auction.  Increasing the limit by 50% will help in alleviating these concerns.  The change will also lower the likelihood of ERCOT needing to open a transaction adjustment period.

	Procedural History
	· On 12/31/13, SCR779 and an Impact Analysis were posted.
· On 1/16/14, PRS considered SCR779.

· On 2/13/14, PRS considered the 1/16/14 PRS Report and Impact Analysis for SCR779.
· On 2/20/14 ERCOT comments were posted.

· On 2/25/14, DC Energy comments were posted.

· On 2/27/14, TAC considered SCR779.

· On 4/8/14, the ERCOT Board considered SCR779.

	PRS Decision
	On 1/16/14, PRS voted to recommend approval of SCR779 as submitted.  There were two abstentions from the Consumer and Municipal Market Segments.  All Market Segments were present for the vote.
On 2/13/14, PRS voted to endorse and forward the 1/16/14 PRS Report and Impact Analysis for SCR779 to TAC with a recommended priority of 2014 and a rank of 898.  There were three opposing votes from the Consumer, Investor Owned Utility (IOU) and Municipal Market Segments and four abstentions from the Consumer, Independent Generator, Independent Retail Electric Provider (IREP) and Municipal Market Segments.  All Market Segments were present for the vote.

	Summary of PRS Discussion
	On 1/16/14, participants discussed the potential benefits of SCR779 to the market and the extent to which costs associated with SCR779 could be accounted for as ERCOT Operations and Maintenance (O&M) costs.  ERCOT Staff noted that the 200,000 market transaction limit has not been exceeded often in the past, but this could be due in part to the effect of the limit on CRR Auction participants’ behavior, and encouraged participants that support SCR779 to assist in building the Business Case.
On 2/13/14, participants discussed whether the Business Case sufficiently justified SCR779, including whether the Business Case should attempt to quantify the benefits to the market.  Supporters of SCR779 stated that quantifying the benefits would be nearly impossible, but that other benefits noted in the Business Case and discussed at PRS are sufficient to justify moving forward with this SCR.  It was also noted that SCR779 will result in more transactions per CRR Auction, which will increase the amount collected through the Point-to-Point Option Award Fee, which is credited to Load Serving Entities (LSEs) through the CRR Balancing Account.  Several parties supported tabling SCR779 to allow interested parties to submit comments regarding the benefits of SCR779, but a motion to table SCR779 for one month failed. 

	TAC Decision
	On 2/27/14, TAC voted to recommend approval of SCR779 as recommended by PRS in the 2/13/14 PRS Report and to include the 2/20/14 ERCOT comments and 2/25/14 DC Energy comments in the Business Case for SCR779.  There was one abstention from the IOU Market Segment.  All Market Segments were present for the vote.

	Summary of TAC Discussion
	On 2/27/14, the benefits of SCR779 were discussed.

	ERCOT Opinion
	ERCOT supports approval of SCR779.

	Board Decision
	On 4/8/14, the ERCOT Board approved SCR779 as recommended by TAC in the 2/27/14 TAC Report.


	Business Case

	Business Case
	1
	The change allows increased participation by individual CRR Account Holders in the CRR Auctions, generally improving competition.

	
	2
	System enhancement for the changes should result in overall improved ERCOT system performance.

	
	3
	The change should not require Market Participants to make changes to their systems.

	
	4
	See below for additional benefits (excerpted in part from the 2/25/14 ERCOT comments and 2/27/14 DC Energy comments.


	Additional Business Case Details


(Excerpted in part from the 2/20/14 ERCOT comments) 

The data below indicates the degree to which the existing transaction limits are constraining the ability of CRR Account Holders to submit the number of bids and offers that they would otherwise like to submit for the CRR Auctions.

The data in the tables below suggest that there is a large percentage of CRR Account Holders whose number of submitted transactions are equal to or approach the maximum number of transactions allowed.  This is particularly true for the CRR Long-Term Auction Sequences for which the TAC approved limit is currently 2000 per CRR Account Holder.  This indicates a desire by CRR Account Holders to have increased capability for participation in the CRR Auctions that would be available to them under the changes proposed by SCR779.

Data for last several CRR Long-Term Auction Sequences (current TAC-approved limit of 2000 transactions per CRR Account Holder):

	Auction
	# of Participating CRRAHs
	# of CRRAHs over 1900 transactions
	% of CRRAHs over 1900 transactions

	2013.2nd6.Annual.Seq1
	107
	21
	19.63%

	2014.1st6.Annual.Seq2
	106
	20
	18.87%

	2014.2nd6.Annual.Seq3
	107
	23
	21.50%

	2015.1st6.Annual.Seq4
	100
	21
	21.00%

	2014.1st6.Annual.Seq1
	114
	22
	19.30%

	2014.2nd6.Annual.Seq2
	109
	23
	21.10%

	2015.1st6.Annual.Seq3
	99
	29
	29.29%

	2015.2nd6.Annual.Seq4
	95
	25
	26.32%


Data for last several Monthly CRR Auctions (current TAC-approved limit of 7500 transactions per CRR Account Holder):

	Auction
	# of Participating CRRAHs
	# of CRRAHs over 7400 transactions
	% of CRRAHs over 7400 transactions

	13-Jan
	110
	2
	1.82%

	13-Feb
	109
	2
	1.83%

	13-Mar
	111
	2
	1.80%

	13-Apr
	106
	0
	0.00%

	13-May
	108
	1
	0.93%

	13-Jun
	110
	4
	3.64%

	13-Jul
	111
	6
	5.41%

	13-Aug
	117
	8
	6.84%

	13-Sep
	117
	3
	2.56%

	13-Oct
	115
	3
	2.61%

	13-Nov
	115
	6
	5.22%

	13-Dec
	109
	1
	0.92%

	14-Jan
	111
	2
	1.80%

	14-Feb
	111
	1
	0.90%

	14-Mar
	105
	1
	0.95%


(Excerpted in part from the 2/25/14 DC Energy Comments) 

CRR transaction limits have been present since the Nodal market inception and continue to have a material impact on the amount of submitted transactions.  Today, the transaction limit for round one of the Long-Term Auction Sequences is 2,000 and 7,500 for Monthly CRR Auctions.  These TAC-approved limits are used to help ensure that the market avoids the transaction adjustment period per paragraph (c) of Section 7.5.2. Today, roughly 18% to 29% of all CRR Account Holders submitted over 1,900 bids in the previous Long Term Auction Sequences (see table above).  This shows that a significant number of CRR Account Holders are approaching or exceeding today’s limits, which could be raised upon implementation of SCR779.  Raising the transaction capability limit by 50% (200,000 to 300,000) would allow greater participation and improve the overall effectiveness of the CRR market.  
The benefits of increasing the transaction limits are numerous and important in regards to improving market efficiency.  They include the following: 

· Improved pricing for products- CRR Account Holders can provide a more robust set of price sensitive bids and offers and therefore price paths more efficiently, which would improve price formation and convergence between sequential markets.  

· More cleared transactions- The current limits may reduce the number of transactions that are finally cleared within the CRR Auction.  The SCR would help alleviate this sub-optimal outcome, which could increase CRR Auction Revenues that are distributed to loads. 

SCR779 extends benefits to the entire CRR market for all future auctions; and the cost is well exceeded by the significant market-wide benefits.

	Sponsor

	Name
	David Maggio

	E-mail Address
	David.Maggio@ercot.com

	Company
	ERCOT

	Phone Number
	512-248-6998

	Cell Number
	

	Market Segment
	Not applicable.


	Market Rules Staff Contact

	Name
	Lisa Trow

	E-Mail Address
	Lisa.Trow@ercot.com

	Phone Number
	512-248-6521


	Comments Received

	Comment Author
	Comment Summary

	ERCOT 022014
	Provided data on transactions submitted per CRR Account Holder in recent CRR Auctions and expressed support for SCR779 as it should improve the overall effectiveness of the CRR Market.

	DC Energy 022514
	Endorsed SCR779.


	Business Case for Proposed System Change


Issue:

The current number of total transactions that can be managed by the Congestion Revenue Right (CRR) Auction systems and processes is limited to 200,000.  This limit restricts the ability of CRR Account Holders to participate in CRR Auctions.  Increasing the transaction limit will not only require changes to the CRR Auction software, but will also require testing of and enhancements to the downstream systems.

Resolution:
The resolution for this issue will be to increase the aggregate transaction limit from 200,000 to 300,000.  This change will require changes to the CRR software to increase the size of tables used for the auction and to improve performance of the data feeder during auction execution.  It will also necessitate the implementation of incremental CRR inventory data updates for the integration between the CRR and credit systems.  Other downstream systems will have to be tested to ensure that the likely increase in data volume does not have negative impacts.
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