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	PRR Number
	306PRR
	PRR Title
	TCR Ownership Limitation

	Recommended Action 
	Approve

	Recommended Effective Date
	May 1, 2002

	System Impact
	Yes

	PRR Background
	Revised Protocol Section 7.5.7 referencing new section 7.5.9 regarding limitation and ownership of TCRs to create an effective market for TCRs and adding new Section 7.5.9 to limit TCR ownership.  Revised Protocol Section 7.5.3.2.2 outlining the auction process for incorporating the TCR ownership limitation.

	Protocol Revision Subcommittee Recommendation 
	PRS recommends approval of PRR306 as revised.  During discussions with ERCOT, PRS requested that ERCOT submit comments regarding the processing of bids to comply with the 25% ownership limitation.

	
	


	Recommended Language


7.5.3.2.2
Auction

(10) ERCOT shall neither award TCRs nor determine the TCR Clearing Price in a TCR auction until it confirms that all the submitted bid curves comply with the TCR limit as defined in Section 7.5.9.  If the bidding in a TCR auction has closed and a submitted bid curve in a TCR auction violates the TCR limit, ERCOT will adjust the bid curve by removing the lowest priced bid in the bid curve until the total quantity of TCRs bid is in compliance with the TCR limit.

(11) The auctioneer shall announce the results of the auction simultaneously to all TCR bidders, by posting the results on the MIS. For each CSC, the total quantity of TCRs awarded, the TCR Clearing Price, the compiled bid curve, and the number of awardees will be posted.  The identity of the awardees will not be posted.

(12) The total value of the TCRs awarded that are not yet paid for will be deducted from the available credit line for the next auction for each auction participant.


(13)
The TCR awards shall be compiled according to the auction bid curve when bidding stops.  To determine whether a bidder exceeds the 25% limit, TCR ownership is calculated by adding the largest number of TCRs each Entity owns in any hour for a given CSC during the month plus the amount the Entity is about to be awarded in the current TCR auction.  If the total for any bidder exceeds the 25% limit for a CSC, bids in excess of the 25% ownership limit will be removed and/or reduced, and the bid curve will be recompiled.  The process will be repeated until all awardees comply with the 25% limit.

(14)
When an Entity is awarded TCRs as a result of an auction, the TCRs are not placed in their account until the TCR invoice has been paid.  TCRs awarded are considered when determining ownership.  Ownership of TCRs in a secondary transfer does not change until the recipient accepts the transfer.  Until such time, the initiator of the secondary transfer is considered the owner of the TCRs.

(15)
The 25% limit shall be applied to secondary transfers.  When a recipient accepts a secondary transfer, the number of TCRs the recipient owns in any hour for a given CSC during the month will be added to the amount of the TCRs they will receive as a result of the secondary transfer.  If the total exceeds a bidder’s 25% limit for the CSC, the secondary transfer shall be cancelled.  Electronic notice shall be given to the secondary transfer initiator and recipient of the cancellation.
7.5.9
Limitation on Ownership or Control of TCRs

 
(a)
No Entity combined with its Affiliates may, either directly or indirectly, own, control, or receive the revenue from more than 25% of the total number of TCRs available, including both annual and monthly auctions, at a CSC interface for any single direction for a given  hour.  
(b)
For purposes of this section, the total number of TCRs available at a CSC interface for any single direction for a given hour is:

(i)
the greater of (A) the total quantity of TCRs available for annual distribution for that CSC interface, direction, and hour, as determined under Section 7.5.2.1, “Annual TCR Quantities,” or (B) the total quantity of TCRs for the monthly distribution for that CSC interface, direction, and hour, as determined under Section 7.5.2.2, “Monthly TCR Quantities,” less 

(ii)
the number of PCRs as determined under Section 7.5.6, “Allocation of Pre-assigned Congestion Rights.”

 
(c)
If an Entity engages in a transaction with a counter-party, whereby the total ownership or control of the combined Entities exceeds the 25% limitation, then any TCRs owned by the counter-parties are not, solely by virtue of that transaction, included in the TCRs that the Entity combined with its Affiliates owns, or controls.  
 
	PRR Evaluation

	Non-ERCOT Market Comparison
	No Comparison conducted.

	
	

	

	Comments Author
	Comments Summary

	MOD
	Revised proposed language.

	ERCOT
	Proposed additional language to defining how the system will incorporate the 25% TCR ownership limitation.
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