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	NPRR Number
	1030
	NPRR Title
	Modify Allocator for CRR Auction Revenue Distribution

	Date of Decision
	July 16, 2020

	Action
	Recommended Approval

	Timeline 
	Urgent; due to the crucial nature of Settlement activity conducted pursuant to Section 7.5.7, Method for Distributing CRR Auction Revenues, and Section 7.6, CRR Balancing Account.

	Proposed Effective Date
	Upon system implementation

	Priority and Rank Assigned
	Priority – 2020; Rank – 2515 

	Nodal Protocol Sections Requiring Revision 
	6.6.2.5, ERCOT Total Adjusted Metered Load for a Month (new)
6.6.2.6, QSE Load Ratio Share for a Month (new)
6.6.2.7, ERCOT Adjusted Metered Load by Congestion Management Zone for a Month (new)
6.6.2.8, QSE Load Ratio Share by Congestion Management Zone for a Month (new)
6.6.3.5, Real-Time Payment for a Block Load Transfer Point
7.5.7, Method for Distributing CRR Auction Revenues 
7.6, CRR Balancing Account
7.9.3.5, CRR Balancing Account Closure

	Related Documents Requiring Revision/Related Revision Requests
	None

	Revision Description
	This Nodal Protocol Revision Request (NPRR) proposes to change the Congestion Revenue Right (CRR) Auction Revenue Distribution (CARD) allocation methodology from a peak 15-minute Settlement Interval to Load Ratio Share (LRS) based on Adjusted Metered Load (AML) totals for the entirety of each month, with parallel changes also proposed for the CRR Balancing Account (CRRBA) and certain Block Load Transfers (BLTs) for consistency and to simplify implementation.
Subsection (f)(12) of Public Utility Commission of Texas (PUCT) Subst. R. 25.503, Oversight of Wholesale Market Participants, states:

“A market participant operating in the ERCOT markets or a member of the ERCOT staff who identifies a provision in the ERCOT procedures that produces an outcome inconsistent with the efficient and reliable operation of the ERCOT-administered markets shall call the provision to the attention of ERCOT staff and the appropriate ERCOT subcommittee.”

CRR Auction revenues are allocated on a LRS of AML for the peak 15-minute Settlement Interval of each month.  The AML includes actual metered Load and scheduled Direct Current Tie (DC Tie) exports.

Regarding scheduled DC Tie exports in particular, the current CARD allocation methodology could create an incentive to schedule DC Tie exports in a manner that generates a share of the CARD in cases where, on a stand-alone basis, the DC Tie export transaction is uneconomic.

For example, assume the following for a month:

· West intrazonal CRR Auction revenue = $20 million

· West zone 15-minute Settlement Interval peak AML (exclusive of DC Tie exports) = 5,000 MW

· ERCOT DC_N (in the West Zone) SPP = $50/MWh

· SPP ERCOTN SPP (SPP side of the DC_N) = $10/MWh

If, over the hour including the peak 15-minute Settlement Interval, a 220 MW DC Tie export was scheduled on DC_N, that transaction would lose $8,800 based on the energy price differences, plus additional costs for export fees and Load-related charges.  

However, the money-losing DC Export schedule would be included as part of the AML for the West Zone, with an LRS of 4.21 percent (220/5,220), thereby generating a West Zone intrazonal CARD amount for the month of $842,912.  Additional CARD amounts would be generated for the non-zonal CARD that are not included in this example. 

Additionally, in many months, it often is not difficult to predict when the peak 15-minute Settlement Interval is likely to occur, especially given that the scheduled DC Tie export (the gross scheduled DC Tie exports, not the actual net flow) contributes to the total AML.

Recent analysis of historical market data indicate that this issue is more than a merely theoretical concern.  For these reasons, ERCOT believes that the current allocation methodology for CRR Auction revenues may facilitate market activity that is inconsistent with the efficient and reliable operation of the ERCOT-administered markets and ERCOT proposes the changes contained in this NPRR.  ERCOT is open to consideration of alternative solutions that may be proposed by stakeholders to address this issue.

	Reason for Revision
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  Addresses current operational issues.
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  Meets Strategic goals (tied to the ERCOT Strategic Plan or directed by the ERCOT Board).
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  Market efficiencies or enhancements
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  Administrative
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  Regulatory requirements
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  Other:  (explain)

(please select all that apply)

	Business Case
	Current CARD allocation methodology may facilitate market activity that is inconsistent with the efficient and reliable operation of the ERCOT-administered markets, and should be called to the attention of appropriate ERCOT subcommittees pursuant to subsection (f)(12) of PUCT Subst. R. 25.503.

	Credit Work Group Review
	To be determined

	PRS Decision
	On 7/16/20, PRS voted via roll call to grant NPRR1030 Urgent status, to recommend approval of NPRR1030 as submitted, and to forward NPRR1030 and the Impact Analysis to TAC with a recommended priority of 2020 and rank of 2515.  There were four opposing votes from the Cooperative (2) (Golden Spread, STEC), Independent Generator (Luminant), and Municipal (Austin Energy) Market Segments, and seven abstentions from the Consumer (Nucor), Cooperative (4) (Brazos, Pedernales, LCRA, Bandera), and Independent Generator (2) (Enel Green Power, Broad Reach Power) Market Segments.  All Market Segments were present for the vote.

	Summary of PRS Discussion
	On 7/16/20, ERCOT staff provided an overview of the proposed solutions to issues identified in NPRR1030.  Some Market Participants and the Independent Market Monitor (IMM) expressed support for expeditious resolution by moving NPRR1030 forward on an Urgent timeline.  Other Market Participants acknowledged the issue but requested exploration of alternative solutions and additional discussion at WMS.


	Sponsor

	Name
	Dan Jones

	E-mail Address
	Dan.jones@ercot.com

	Company
	ERCOT

	Phone Number
	(512) 225-7029

	Cell Number
	

	Market Segment
	Not applicable


	Market Rules Staff Contact

	Name
	Phil Bracy

	E-Mail Address
	Phillip.Bracy@ercot.com

	Phone Number
	512-248-6917


	Comments Received

	Comment Author
	Comment Summary

	REMC 070720
	Reviewed issues identified in REMC’s) September 29, 2017, filing in PUCT Project No. 47199, Project to Assess Price-Formation Rules in ERCOT’s Energy-Only Market


	Market Rules Notes


None
	Proposed Protocol Language Revision


6.6.2.5
ERCOT Total Adjusted Metered Load for a Month
(1)
ERCOT total AML (excluding the DC Tie export associated with the QSEs under the Oklaunion Exemption) for a calendar month is calculated as follows:

MRTAMLTOT
=
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RTAML q, p,i))

The above variables are defined as follows:

	Variable
	Unit
	Description

	MRTAMLTOT
	MWh
	Monthly Real-Time Adjusted Metered Load Total—The total AML in ERCOT, for the calendar month.

	RTAML q, p,i
	MWh
	Real-Time Adjusted Metered Load per QSE per Settlement Point—The sum of the AML at the Electrical Buses that are included in Settlement Point p, represented by QSE q, for the 15- minute Settlement Interval i.

	q
	none
	A QSE.  

	p
	none
	A Settlement Point.  

	i
	none
	A 15-minute Settlement Interval. 


6.6.2.6
QSE Load Ratio Share for a Month
(1)
Each QSE’s LRS for a calendar month is calculated as follows:

MLRS q
=
(max(0, 
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RTAML q, p, i)) / (MRTAMLTOT)  

The above variables are defined as follows:

	Variable
	Unit
	Description

	MLRS q
	none
	Monthly Load Ratio Share per QSE—The LRS calculated for QSE q for the calendar month.

	RTAML q, p, i
	MWh
	Real-Time Adjusted Metered Load per Settlement Point per QSE by interval—The sum of the AML at the Electrical Buses that are included in the Settlement Point p, represented by QSE q for the 15-minute Settlement Interval i.

	MRTAMLTOT
	MWh
	Monthly Real-Time Adjusted Metered Load Total—The total AML in ERCOT, for the calendar month.

	q
	none
	A QSE.  

	p
	none
	A Settlement Point.  

	i
	none
	A 15-minute Settlement Interval. 


6.6.2.7
ERCOT Adjusted Metered Load by Congestion Management Zone for a Month
(1)
ERCOT total AML per Congestion Management Zone (CMZ) (excluding the DC Tie export associated with the QSEs under the Oklaunion Exemption) for a calendar month is calculated as follows:

RTAMLLZTOTz
=
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RTAML q, p,i))

The above variables are defined as follows:

	Variable
	Unit
	Description

	RTAMLLZTOTz
	MWh
	Real-Time Adjusted Metered Load - Load Zone Total—The total AML in CMZ z, for the calendar month.

	RTAML q, p,i
	MWh
	Real-Time Adjusted Metered Load per QSE per Settlement Point—The sum of the AML at the Electrical Buses that are included in Settlement Point p, represented by QSE q, for the 15-minute Settlement Interval i. 

	q
	none
	A QSE.  

	p
	none
	A Settlement Point in the 2003 ERCOT CMZ.  

	i
	none
	A 15-minute Settlement Interval. 

	z
	none
	A 2003 ERCOT CMZ.


6.6.2.8
QSE Load Ratio Share by Congestion Management Zone for a Month

(1)
Each QSE’s LRS by CMZ for a calendar month is calculated as follows:

MLRSZ q,z
=
(max(0, 
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RTAML q, p, i)) / (RTAMLLZTOTz)  

The above variables are defined as follows:

	Variable
	Unit
	Description

	MLRSZ q,z
	none
	Monthly Load Ratio Share Zonal per QSE—The LRS calculated for QSE q by CMZ z for the calendar month.

	RTAML q, p, i
	MWh
	Real-Time Adjusted Metered Load per Settlement Point per QSE by interval—The sum of the AML at the Electrical Buses that are included in the Settlement Point p, represented by QSE q for the 15-minute Settlement Interval i.

	RTAMLLZTOT z
	MWh
	Real-Time Adjusted Metered Load - Load Zone Total—The total AML in CMZ z, for the calendar month.

	q
	none
	A QSE.  

	p
	none
	A Settlement Point in the 2003 ERCOT CMZ.

	i
	none
	A 15-minute Settlement Interval. 

	z
	none
	A 2003 ERCOT CMZ.


6.6.3.5
Real-Time Payment for a Block Load Transfer Point

(1)
ERCOT shall pay each QSE for the energy delivered to an ERCOT Load through a Block Load Transfer (BLT) Point that is registered for Settlement when that Load is moved from the ERCOT Control Area to a non-ERCOT Control Area.  The payment for a given 15-minute Settlement Interval is calculated as follows:

BLTRAMT q, bltp, p = 
(-1) * MAX {RTSPPEW p, (VEEPBLTP q, bltp) * CABLT} * BLTR q, p, bltp 

The above variables are defined as follows:

	Variable
	Unit
	Definition

	BLTRAMT q, bltp, p
	$
	Block Load Transfer Resource Amount per QSE per Settlement Point per BLT Point(The payment to QSE q for the BLT Resource that delivers energy to Load Zone p through BLT Point bltp, for the 15-minute Settlement Interval.

	RTSPPEW p
	$/MWh
	Real-Time Settlement Point Price per Settlement Point Energy-Weighted(The Real-Time Settlement Point Price at Settlement Point p, for the 15-minute Settlement Interval, that is weighted by the state estimated Load of the Load Zone of each SCED interval within the 15-minute Settlement Internal.

	VEEPBLTP q, bltp
	$/MWh
	Verified Emergency Energy Price at BLT Point(The ERCOT verified cost for the energy delivered to an ERCOT Load through BLT Point bltp.

	CABLT
	#
	Cost Adder for Block Load Transfer(A multiplier of 1.10.

	BLTR  q, p, bltp
	MWh
	Block Load Transfer Resource per QSE per Settlement Point per BLT Point(The energy delivered to an ERCOT Load in Load Zone p through BLT Point bltp represented by QSE q, for the 15-minute Settlement Interval.  

	q
	none
	A QSE.

	p
	none
	A Load Zone Settlement Point.

	bltp
	none
	A BLT Point.


(2)
The total of the payments to each QSE for all energy delivered to ERCOT Loads through BLT Points for the 15-minute Settlement Interval is calculated as follows:

BLTRAMTQSETOT q
=
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BLTRAMT q, bltp, p
The above variables are defined as follows:

	Variable
	Unit
	Definition

	BLTRAMTQSETOT q
	$
	Block Load Transfer Resource Amount QSE Total per QSE(The total of the payments to QSE q for energy delivered into the ERCOT System through BLT Points for the 15-minute Settlement Interval.

	BLTRAMT q, bltp , p
	$
	Block Load Transfer Resource Amount per QSE per Settlement Point per BLT Point—The payment to QSE q for the BLT Resource at BLT Point bltp, which delivers energy to Load Zone p, for the 15-minute Settlement Interval.

	q
	none
	A QSE.

	p
	none
	A Load Zone Settlement Point.

	bltp
	none
	A BLT Point.


(3)
For the purpose of Settlement, ERCOT shall treat the energy associated with the Presidio Exception like energy delivered to an ERCOT Load through a BLT Point that is moved from the ERCOT Control Area to a non-ERCOT Control Area, by allowing for compensation of verified costs associated with the energy.  After receipt and verification of the invoiced cost associated with the Presidio Exception, ERCOT shall compensate for the energy associated with the Presidio Exception using the monthly verified cost multiplied by the Cost Adder for Block Load Transfer defined in paragraph (1) above.  ERCOT shall uplift the cost to QSEs representing Load using the monthly LRS per QSE as defined in Section 7.5.7, Method for Distributing CRR Auction Revenues.  Costs associated with the Presidio Exception must be submitted to ERCOT within 90 days of the last day of the month that the costs were incurred.
(a)
The monthly payment to be calculated as follows:


MBLTAMT q, p = 
(-1) * VMEBLTP q, p  * CABLT

The above variables are defined as follows:

	Variable
	Unit
	Definition

	MBLTAMT q, p
	$
	Monthly Block Load Transfer Amount per QSE per Settlement Point(The payment to QSE q for the delivered energy to Load Zone p for the month.

	VMEBLTP q, p
	$/MWh
	Verified Monthly Energy Cost(The ERCOT verified monthly cost for the energy delivered to an ERCOT Load as determined by an invoice submitted to ERCOT.

	CABLT
	#
	Cost Adder for Block Load Transfer(A multiplier of 1.10.

	q
	none
	A QSE.

	p
	none
	A Load Zone Settlement Point.


(b)
The total of the payments to each QSE for all energy delivered to ERCOT Loads through BLT Points for the 15-minute Settlement Interval is calculated as follows:


MBLTAMTQSETOT q
=
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 MBLTAMT q, p  
The above variables are defined as follows:

	Variable
	Unit
	Definition

	MBLTAMTQSETOT q
	$
	Monthly Block Load Transfer Amount QSE Total per QSE(The total of the payments to QSE q for energy delivered into the ERCOT System for the month.

	MBLTAMT q,  p
	$
	Monthly Block Load Transfer Amount per QSE per Settlement Point(The payment to QSE q for the delivered energy to Load Zone p for the month.

	q
	none
	A QSE.

	p
	none
	A Load Zone Settlement Point.


(c)
ERCOT shall calculate each QSE’s monthly BLT charge as follows:


LAMBLTAMT q = (-1) * MLRS q * MBLTAMTTOT


MBLTAMTTOT = 
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 MBLTAMTQSETOT q 

The above variables are defined as follows:

	Variable
	Unit
	Description

	MLRS q
	none
	Monthly Load Ratio Share per QSE—The LRS calculated for QSE q for the month. See Section 6.6.2.6, QSE Load Ratio Share for a Month.

	MBLTAMTQSETOT q
	$
	Monthly Block Load Transfer Amount QSE Total per QSE(The total of the payments to QSE q for energy delivered into the ERCOT System for the month.

	LAMBLTAMT q
	$
	Load-Allocated Monthly BLT Amount per QSE—Monthly BLT charge for QSE q.

	MBLTAMTTOT 
	$
	Monthly BLT Amount ERCOT wide Total—The total monthly BLT charge for all QSEs.

	q
	none
	A QSE.


7.5.7
Method for Distributing CRR Auction Revenues

(1)
ERCOT shall determine, for each month, the CRR Monthly Revenues (CMRs). The CMR is the sum of:

(a)
Monthly CRR revenue for that month; and

(b)
PCRR revenues.

(2)
ERCOT shall credit the net CRR Auction revenue (including PCRR revenue) produced from CRRs cleared in each CRR Auction that source from a Settlement Point located within a 2003 ERCOT CMZ and sink at a Settlement Point located within the same 2003 ERCOT CMZ to Qualified Scheduling Entities (QSEs) in the 2003 ERCOT CMZ on a zonal Load Ratio Share (LRS) basis.  All other net CRR Auction revenues must be allocated to QSEs on an ERCOT-wide LRS basis.  For these allocation purposes, any Non-Opt-In Entity (NOIE) Load Zone is considered to be located entirely within the 2003 ERCOT CMZ that represented the largest Load for that NOIE or group of NOIEs in 2003.  

(3)
For initial distribution of CMRs, revenues shall be paid to each QSE based on that QSE’s LRS for the month.  
(4)
ERCOT shall true up the distribution of CMRs based on that QSE’s LRS for the month.

	[NPRR905:  Replace paragraph (4) above with the following upon system implementation:]

(4)
ERCOT shall true up the distribution of CMRs based on that QSE’s LRS for the month in accordance with paragraph (2) of Section 9.10, CRR Auction Revenue Distribution Invoices.


(5)
The net CRR Auction revenue produced from CRRs cleared and paid for in each CRR Auction that source from a Settlement Point within a 2003 ERCOT CMZ and sink at a Settlement Point located within the same 2003 ERCOT CMZ shall be distributed on a zonal LRS basis.  The portion of the net monthly CRR Auction revenue to be distributed to each QSE with Load in that zone for a given month is calculated as follows:

LACMRZAMT z, q=
(-1) * 
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(CRRZREV z, a + PCRRZREV z, a) * MLRSZ z, q

The above variables are defined as follows:

	Variable
	Unit
	Definition

	LACMRZAMT z, q
	$
	Load-Allocated CRR Monthly Revenue Zonal Amount per zone per QSE—The payment to QSE q of the revenues resulted from the CRRs that source and sink in CMZ z, for the month.

	CRRZREV z, a
	$
	CRR Zonal Revenue per zone per CRR Auction—The revenue resulted from the CRRs that source and sink in CMZ z, cleared through CRR Auction Offers and CRR Auction Bids in CRR Auction a, for the month.

	PCRRZREV z, a
	$
	PCRR Zonal Revenue per zone per CRR Auction—The revenue resulted from the PCRRs that source and sink in CMZ z, pertaining to CRR Auction a, for the month.

	MLRSZ q, z
	none
	Monthly Load Ratio Share Zonal per QSE per zone—The LRS of QSE q for its Load in CMZ z, for the month. See Section 6.6.2.8, QSE Load Ratio Share by Congestion Management Zone for a Month.

	q
	none
	A QSE.

	z
	none
	A 2003 ERCOT CMZ.

	a
	none
	A CRR Auction.


(6)
The net CRR Auction revenue produced from CRRs cleared and paid for in each CRR Auction that do not source from a Settlement Point within a 2003 ERCOT CMZ and sink at a Settlement Point located within the same 2003 ERCOT CMZ shall be distributed on an ERCOT-wide LRS basis.  The portion of the net monthly CRR Auction Revenue Amount (from CRRs with paths that cross the 2003 ERCOT CMZ boundaries) to be distributed for a given month is calculated as follows:

LACMRNZAMT q
=
(-1) * 
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(CRRNZREV a + PCRRNZREV a) * MLRS q

The above variables are defined as follows:

	Variable
	Unit
	Definition

	LACMRNZAMT q
	$
	Load-Allocated CRR Monthly Revenue Non-Zonal Amount per QSE—The payment to QSE q of the revenues resulted from the CRRs that source and sink in different CMZs, for the month.

	CRRNZREV a
	$
	CRR Zonal Revenue per CRR Auction—The revenue resulted from the CRRs that source and sink in different CMZs, cleared through CRR Auction Offers and CRR Auction Bids in CRR Auction a, for the month.

	PCRRNZREV a
	$
	PCRR Zonal Revenue per CRR Auction—The revenue resulted from the PCRRs that source and sink in different CMZs, pertaining to CRR Auction a, for the month.

	MLRS q
	none
	Monthly Load Ratio Share per QSE—The LRS calculated for QSE q for the month. See Section 6.6.2.6, QSE Load Ratio Share for a Month. 

	q
	none
	A QSE.

	a
	none
	A CRR Auction.


7.6
CRR Balancing Account 

(1)
In the Day-Ahead Market (DAM), if the congestion rent is equal to or greater than the net amounts due to all Congestion Revenue Right (CRR) Owners for any Settlement Interval, then ERCOT shall pay the net amounts due to the CRR Owners and put any excess amount into the CRR Balancing Account (CRRBA). 

(2)
In the DAM, if the congestion rent is less than the net amounts due to all CRR Owners for any Settlement Interval, then ERCOT shall short-pay each CRR Owner on a prorated basis and shall keep track of how much each CRR Owner has been short-paid.  The proration must be calculated using only the amounts due to the CRR Owner for CRRs settled in both the DAM and Real-Time and not using amounts due to ERCOT for Point-to-Point (PTP) Obligations owned by the CRR Owner.

(3)
ERCOT shall pay any positive balance in the CRRBA to each short-paid CRR Owner, with the amount paid to each CRR Owner being the lesser of (a) a prorated amount based on the short-paid amount for that CRR Owner compared to the total short-paid amount, and (b) the short-paid amount for that CRR Owner.  Any remaining positive balance in the CRRBA will first be used to fund the CRRBA fund up to the fund cap, as described in Section 7.9.3.5, CRR Balancing Account Closure, and any surplus must be allocated to all Qualified Scheduling Entities (QSEs) on the QSE’s Load Ratio Share (LRS) for the month. 

	[NPRR905:  Insert paragraphs (4) and (5) below upon system implementation:]

(4)
For initial distribution of the CRRBA, revenues shall be paid to each QSE based on that QSE’s LRS for the month.  
(5)
ERCOT shall true up the distribution of CRRBA based on that QSE’s LRS for the month in accordance with paragraph (2) of Section 9.12, CRR Balancing Account Invoices.


7.9.3.5
CRR Balancing Account Closure

(1)
After the calculation of refunds described in Section 7.9.3.4, Monthly Refunds to Short-Paid CRR Owners, any CRR Balancing Account and CRR Auction PTP Option Award Charge Total in excess of the refunds described in Section 7.9.3.4 will first be used to fund the CRR Balancing Account Fund if the prior month’s CRR Balancing Account Fund Balance is less than the CRR Balancing Account Fund Cap.  Any surplus that remains from the CRR Balancing Account and CRR Auction PTP Option Award Charge Total above the CRR Balancing Account Fund cap is paid to the QSEs representing Load Serving Entities (LSEs) based on a monthly Load Ratio Share (LRS).  The CRR Balancing Account Fund Cap is $10 million.

(2)
The credit to each QSE representing LSEs for a given month is calculated as follows:

LACRRAMT q

=
(-1) * Max ((CRRBACRTOT + CRRFEETOT + CRRRAMTTOT) - (FUNDCAP- CRRBAFBBAL),0) * MLRS q
Where:

CRRRAMTTOT
=
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CRRRAMT o
The above variables are defined as follows:

	Variable
	Unit
	Definition

	LACRRAMT q
	$
	Load-Allocated CRR Amount per QSE—The allocated surplus from the CRR Balancing Account and CRR Auction PTP Option Award Charge Total at the end of the month to QSE q, based on LRS for the month.

	CRRBAFBBAL
	$
	CRR Balancing Account Fund Beginning Balance—The amount in the CRR Balancing Account Fund at the end of the previous month.

	FUNDCAP
	$
	CRR Balancing Account Fund Cap—The threshold amount in the CRR Balancing Account Fund above which funds are available to allocate to QSEs representing Load.

	CRRBACRTOT
	$
	CRR Balancing Account Credit Total—The total credit accumulated in the CRR Balancing Account during the month.  See its calculation in Section 7.9.3.4.

	CRRFEETOT
	$
	CRR Auction PTP Option Award Charge Total—The sum of the PTP Option Award Charges to all CRR Account Holders in single-month or multi-month CRR Auctions for the month.

	CRRRAMTTOT
	$
	CRR Refund Amount Total—The total refund to all the previously short-paid CRR Owners at the end of the month.

	CRRRAMT o
	$
	CRR Refund Amount per owner—The refund credited to the CRR Owner o at the end of the month.

	MLRS q
	none
	Monthly Load Ratio Share per QSE—The LRS calculated for QSE q for the month.  See Section 6.6.2.6, QSE Load Ratio Share for a Month.

	
	
	

	q
	none
	A QSE.

	o
	none
	A CRR Owner.
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