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	Business Case
	CRRs are used to manage forward basis risk by Market Participants that have long-term positions that may include nodal Resource positions as well as sales to specific Load Zones.  These positions are most often longer than the current two year limitation on CRR Auction instruments.  This change will further expand the CRR market to allow an additional year of basis risk hedging to better align it with contracted positions.  The ERCOT CRR market is one of the most robust in the nation in terms of volume and participation and this change should further enhance participation.  Although the quantity of the additional CRRs is low, the auction of these instruments will also be instructive for basis price discovery for the forward markets.  
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On 1/19/17, PRS unanimously voted to recommend approval of NPRR808 as amended by the 1/18/17 DC Energy comments.  All Market Segments were present for the vote.

	Summary of PRS Discussion
	On 12/1/16, the sponsor reviewed the purpose and scope of NPRR808 and noted the need for additional aligning changes to the timeline for modifying Load Zones.
On 1/19/17, participants reviewed the 1/18/17 DC Energy comments.
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	Comments Received

	Comment Author
	Comment Summary

	Morgan Stanley 120616
	Proposed additional language revisions to ensure Load Zones are not modified during the horizon of a CRR Long-Term Auction Sequence

	WMS 011217
	Endorsed NPRR808 as amended by the 12/6/16 Morgan Stanley comments

	DC Energy 011817
	Proposed alternative percentages for the CRR Long-Term Auction Sequence.


	Market Rules Notes


None
	Proposed Protocol Language Revision


2.1
DEFINITIONS

Congestion Revenue Right (CRR) Long-Term Auction Sequence

A series of six CRR Auctions held consecutively, each of which entails the sale of a six-month window of CRRs.
Pre-Assigned Congestion Revenue Right (PCRR) Nomination Year
The calendar year that is three years after the year containing a PCRR nomination process.
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 48 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.  

3.4.3
NOIE Load Zones

(1)
The descriptions and conditions set forth below apply to Load Zones established by NOIEs:

(a)
There are four NOIE Load Zones that were approved prior to the Texas Nodal Market Implementation Date: Austin Energy, City Public Service, Rayburn Country Electric Cooperative, and Lower Colorado River Authority (LCRA); 

(b)
Any costs allocated based upon a zonal Load Ratio Share (LRS) must be allocated using “Cost-Allocation Load Zones,” which are the four Load Zones in effect during the 2003 ERCOT market unless they are changed pursuant to Section 3.4.2, Load Zone Modifications.  For these allocation purposes, any NOIE Load Zone is considered to be located entirely within the 2003 ERCOT Congestion Management Zone (CMZ) that represented the largest Load for that NOIE or group of NOIEs in 2003;

(c)
A separate NOIE Load Zone is made up of a group of NOIEs that are parties to the same pre-1999 power supply arrangements and that had an overall 2003 peak Load in excess of 2,300 MW.  A NOIE that is a member of this separate NOIE Load Zone and that has given notice of termination of its pre-1999 power supply arrangement may elect to be assigned to an appropriate Competitive Load Zone.  Such an election shall be subject to the approval process in Section 3.4.2;

(d)
NOIEs may participate in only one NOIE Load Zone, and all Loads served by that NOIE must be contained within that Load Zone;

(e)
Except as specified otherwise in this subsection, Load Zones established by NOIEs will be treated the same as other Load Zones, including a 48-month notice requirement for ERCOT Board approval of any changes to Load Zones; and

(f)
Four years after a NOIE offers its Customers retail choice, the NOIE’s Load must be merged into the appropriate Competitive Load Zone(s).  For a Load Zone that is an aggregation of NOIE systems of which less than all of the NOIEs opt into Customer Choice, each remaining NOIE in that NOIE Load Zone may choose to have its Load merged into the appropriate Competitive Load Zone(s) under the same four-year time frame.

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, Preassigned Congestion Revenue Rights Overview, or sold in a previous auction.  The CRR Auction also allows CRR Owners an opportunity to offer for sale CRRs that they hold.  Each CRR Auction allows for the purchase of CRR products as described in paragraph (5) of Section 7.3, Types of Congestion Revenue Rights to Be Auctioned, in strips of one or more consecutive months and allows for the reconfiguration of all CRR blocks that were previously awarded for the months covered by that CRR Auction.

(2)
The CRR Network Model must be based on, but is not the same as, the Network Operations Model.  For the purposes of CRR Network Model construction for a CRR Long-Term Auction Sequence, ERCOT may, at its sole discretion, utilize the same or similar CRR Network Model inputs for multiple consecutive months.  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 or set of months must include all Outages from the Outage Scheduler and identified by ERCOT as expected to have a significant impact upon transfer capability during that time.  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 or set of months 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 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 a CRR Monthly Auction, 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 a CRR Long-Term Auction Sequence, 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 each CRR Network Model in a CRR Long-Term Auction Sequence 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 as follows:

(a)
The CRR Monthly Auction, held once per calendar month, shall include the sale of one-month terms of Point-to-Point (PTP) Options and PTP Obligations for the month immediately following the month during which the CRR bid submission window closes.

(b)
Twice per year, a CRR Long-Term Auction Sequence shall be held, selling PTP Options and PTP Obligations, subject to the following constraints:

(i)
Each CRR Long-Term Auction Sequence shall consist of six successive CRR Auctions, each of which offers for sale CRRs spanning a term of six consecutive calendar months (either January through June, or July through December).  In each such CRR Auction, CRRs shall be offered in one-month strips or in strips of up to six consecutive months within the term covered by the auction.

(ii)
The CRR Long-Term Auction Sequence shall operate in chronological order, first providing a CRR Auction covering the next six-month (January through June, or July through December) period that has not yet commenced, and then five successive CRR Auctions for the five six-month periods thereafter.

(iii)
A calendar of key milestone dates, specifically the weeks of bid and credit windows for each CRR Auction in the CRR Long-Term Auction Sequence, must be approved in final form by the Technical Advisory Committee (TAC) no later than the earliest of May 1 (for a CRR Long-Term Auction Sequence to be held in the second half of a year), November 1 (for one being held in the first half of the following year), or 120 days prior to the planned closure of the bid window for the first CRR Auction in the CRR Long-Term Auction Sequence.  This timeline can be shortened to 60 days notice for implementation of the first CRR Long-Term Auction Sequence.

(iv)
Any TAC final approval of a CRR Long-Term Auction Sequence must be accompanied by advisory approval of at least one subsequent CRR Long-Term Auction Sequence, realizing that such advisory schedule is subject to change when it is due for final approval if TAC concludes that such change is in the interest of market efficiency or is required due to operational constraints.

(c)
ERCOT shall periodically publish a calendar of relevant CRR Auction dates with the following requirements:

(i)
The schedule for all CRR Monthly Auctions shall at all times be maintained on an advisory basis at least 12 calendar months in advance, and on a firm basis at least 90 days in advance. 

(ii)
The schedule shall be updated within 14 days of TAC final approval of any CRR Long-Term Auction Sequence to reflect firm dates for the sequence that has received final approval, and advisory dates for the subsequent sequence(s) that have received advisory approval.

(iii)
Any firm date on the CRR Auction calendar shall only be modified if ERCOT determines that the successful execution of the auction would be jeopardized without such modification.  If a delay in completion of a CRR Auction that is part of a CRR Long-Term Auction Sequence results in a condition whereby an overlap of credit posting requirements for consecutive CRR Auctions within that sequence would occur, subsequent CRR Auctions within the sequence shall be delayed by the minimum amount of time required to relieve such overlap.  In any such cases, ERCOT shall issue a Market Notice upon posting of the revised dates advising of the change(s) and their cause.

(5)
For each CRR Auction, the CRR Auction Capacity shall be defined as follows:

(a)
For the CRR Monthly Auction, 90%.

(b)
For any CRR Auction that is part of a CRR Long-Term Auction Sequence, 70%, 55%, 40%, 30%, 20%, or 10% for the first, second, third, fourth, fifth, and sixth six-month windows sold in the sequence, respectively.

(6)
For any month covered by a CRR Auction that is part of a CRR Long-Term Auction Sequence, ERCOT shall offer network capacity equal to:

(a)
The expected network topology for that month, scaled down to the CRR Auction Capacity percentage; minus 

(b)
All outstanding CRRs that were previously allocated for the month, scaled down to the CRR Auction Capacity percentage; minus 

(c)
All outstanding CRRs that were previously awarded for the month in any previous CRR Auction.

(7)
For the CRR Monthly Auction, ERCOT shall offer network capacity 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 the CRR Auction Capacity percentage; and

(b)
All outstanding CRRs that were previously awarded or allocated for the month.
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