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	Proposed Protocol Language Revision


7.5.3.2.2  Auction

The auction will be a single-round, simultaneous combinatorial auction for selling the TCRs available for an annual or monthly auction for CSCs, with the following steps:

(1) The following constraints shall be entered into ERCOT’s auction engine model:

(a) The maximum number of TCRs for any given CSC available for auction.

(b) The maximum number of TCRs for each CSC that a bidder may purchase in the auction that will ensure the bidder will not exceed the lower of the TCR limitation described in Section 7.5.9, Limitation on Ownership or Control of TCRs, or a bidder’s self-imposed TCR limit set by the bidder prior to the auction.

[Changes in (c) as follows upon system implementation and notice to the market]

(c) The bidder’s Credit Limit approved by ERCOT or, if provided, the bidder’s self-imposed maximum credit obligation, will be enforced as a constraint by using the TCR clearing prices.  The bidder’s self-imposed maximum credit obligation cannot exceed the Credit Limit approved by ERCOT.

CLp     <=   Σ (ATCRCSCp  *  CSCPCSC * H)CSC
Where:
p
Auction Awardee

csc
Commercially Significant Constraint 

CLp    
The lower of:  the Bidder’s Credit Limit approved by ERCOT or the bidder’s self-imposed maximum credit obligation ($/auction)  

ATCR
Awarded TCRs for each CSC (MW)

CSCP
Clearing Price for each CSC ($/MW)

H
TCR effective time period (number of hours/month or year)

 (d)
 Bids may be submitted for TCRs for any individual CSC and for weighted combinations of CSCs.  Each bid must be non-negative and shall contain the maximum quantity of TCRs, the maximum price, and the distribution weights of the TCRs among the CSCs.  The distribution weight shall be submitted with non-negative ratios (with up to three decimal places) that sum to one (1.000), as illustrated in the table below.

Examples of Allowable Bids

	Bidders and Bids
	CSC 1

Weighting
	CSC 2

Weighting
	CSC 3

Weighting
	Bid Price

($ per MWh)
	Maximum Quantity  (TCRs)

	A1
	0.2
	0.3
	0.5
	$10.00
	300

	A2
	1.0
	0.0
	0.0
	$5.00
	185

	B
	0.2
	0.5
	0.3
	$11.25
	250

	C1
	0.6
	0.3
	0.1
	$7.50
	240

	C2
	1.0
	0.0
	0.0
	$1.00
	100

	D1
	0.0
	0.5
	0.5
	$9.50
	320

	D2
	0.0
	1.0
	0.0
	$3.00
	140

	D3
	0.0
	0.0
	1.0
	$2.50
	170


NOTE: 3 decimal places for weightings and bid price allowable.

(2) The auction system will award a combination of TCRs that maximizes the sum of bid prices. 
(3) The TCR Clearing Price for a CSC will be equal to the corresponding Shadow Price of the marginal TCR awarded on that CSC.  The Shadow Price is representative of the decremental bid-based revenue that would be produced from the TCR auction if one less TCR were available to be auctioned on that CSC. 

(4) If all of the annual TCRs available for a CSC in the annual auction are not awarded (excluding fractional rounding), the TCR Clearing Price for that CSC shall be determined to be zero (0.0) dollars per MWh.  The TCRs not awarded/purchased in the annual auction will be included in the monthly auction.

(5) If all of the TCRs available for a CSC in the monthly auction are not awarded (excluding fractional rounding), the TCR Clearing Price for that CSC shall be determined to be zero (0.0) dollars per MWh.  The TCRs not awarded/purchased in the monthly auction will not be sold.  Any unpaid PCRs that remain outstanding after five (5) days after the issuance of an invoice will be included in the monthly auction.

(6) The linear programming solution will solve for one optimal solution, which may result in some bids at the clearing price not being awarded a TCR.  This situation may be minimized because bid prices and bid ratios can be submitted with up to three decimal places.

(7) 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, and list of all bids will be posted.  The identity of the bidders will not be posted.

(8) 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.

(9) The twenty-five percent (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 twenty-five percent (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.

7.5.6
Direct Allocation of Pre-assigned Congestion Rights
Upon the zonal method being implemented and once auctioned TCRs are available for use, MOUs and ECs which own or have a long-term (greater than five years) contractual commitment for annual capacity and energy from a specific remote Generation Resource, and that commitment was entered into prior to September 1, 1999, are eligible for Pre-assigned Congestion Rights (PCRs).  The PCRs will be allocated as follows:

(1) PCRs are available on an annual basis until the date upon which a MOU or EC implements retail Customer Choice, or, alternatively, until such other date as may be specified by Order of the Public Utility Commission of Texas.  NOIEs that opt in after the first of the year shall pay a pro rata share of the full value for remaining months:  (Applicable Annual TCR Clearing Price * 85% * Quantity of PCRs * Number of hours remaining in the year).

(2) The cost of PCRs shall be equal to fifteen (15) percent of the applicable annual TCR auction clearing price for each CSC for which a PCR is allocated.

PCRINVyp     =
Σ ((ATCRCPCSCyp  *  .15 ) * PCRCSCyp * H))CSC
Where:
 y:

Year

p:

PCR owner of record

csc:

Commercially Significant Constraint 

PCRINVyp :   
TCR payment per hour, per TCR owner of record ($/year)  
ATCRCP:

Annual TCR Clearing Price ($/MW)

PCRCSCyp:
Total number of PCRs allocated for each of the CSCs, per PCR owner of record, for a given year (MW)

H:

Number of Hours eligible for PCRs (hours/year)
(3) The distribution of PCRs will be sufficient to isolate the MOUs and ECs from any direct-assigned costs associated with transporting the output of their remote Generation Resources to their native Load.

(4) ERCOT shall distribute PCRs and accordingly populate the TCR ownership database for those months where the NOIE meets eligibility requirements.  PCRs will be included in applicable monthly TCR auctions when the NOIE does not meet eligibility requirements across the year.

(5) PCRs may be traded in the secondary market.

Holders of PCRs shall not be precluded from participating in the market to purchase additional TCRs.
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