TAC Recommendation Report


	PRR Number
	685
	PRR Title
	TCRs and PCRs Payment Due Date

	Timeline
(Normal or Urgent)
	Urgent 
	Recommended Action
	Approval 

	Protocol Section(s) Requiring Revision (include Section No. and Title)
	7.5.3.2.2, Auction

	Effective Date
	November 1, 2006

	Priority & Rank Assigned
	N/A

	Revision Description
	This PRR documents the requirements for both Transmission Congestion Rights (TCRs) and Pre-assigned Congestion Rights (PCRs) payment period due date to three (3) Bank Business Days after being invoiced.

	Overall Market Benefit
	Clarify payment schedules for TCRs and PCRs.

	Overall Market Impact
	Processing of Invoices in the required timeframe.

	Consumer Impact
	None.

	Credit Impacts:  Has the Credit Workgroup reviewed the PRR?  If so, are there credit impacts? (indicate Yes or No, and if Yes, include a summary of impact)
	TBD.

	Procedural History

	· PRR685 was posted on 08/21/06. 
· On 08/23/06, PRS granted urgent status to PRR685 via email vote.

· On 08/24/06, Garland Power and Light comments were posted.

· On 08/28/06, First Choice Power (FCP) comments were posted. 

· On 09/08/06, ERCOT posted the Impact Analysis (IA).
· On 09/21/06, the Protocol Revision Subcommittee (PRS) considered this PRR and reviewed the Impact Analysis (IA).  

· On 10/06/06, the Technical Advisory Committee (TAC) considered this PRR. 



	PRS Recommendation 
	On 09/21/06, PRS unanimously voted to recommend approval of PRR685 as revised by PRS.  All Market Segments were present for the vote. 


	Summary of PRS discussion 
	 On 09/21/06, PRS discussed Garland Power and Light’s comments proposing that Market Participants (MPs) have at least five Bank Business Days to process and pay PCR and TCR invoices.    PRS also discussed the ability of ERCOT to draw on MPs collateral in the event of a TCR non-payment.  

	TAC Recommendation 
	On 10/06/06, TAC unanimously voted to recommend approval of PRR685 as recommended by PRS.  All Market Segments were present for the vote. 



	Summary of TAC discussion 
	 No discussion. 


	ERCOT/Market Segment Impacts and Benefits


Instructions:  To allow for comprehensive PRR consideration, please fill out each block below completely, even if your response is “none,” “not known,” or “not applicable.”  Wherever possible, please include reasons, explanations, and cost/benefit analyses pertaining to the PRR.
	

	Assumptions
	1
	Clear up market participant confusion.

	
	2
	Ensure invoices are paid in a timely manner.

	
	3
	Provide procedure for times when defaults occur.

	
	4
	

	

	
	Impact Area
	Monetary Impact

	Market Cost
	1
	None
	None

	
	2
	
	

	
	3
	
	

	
	4
	
	

	

	
	Impact Area
	Monetary Impact

	Market Benefit
	1
	Satisfy audit requests.
	None

	
	2
	Less MP confusion.
	

	
	3
	Proper handling of defaults.
	

	
	4
	
	

	

	Additional Qualitative Information


	1
	

	
	2
	

	
	3
	

	
	4
	

	

	Other
	1
	Eliminates a manual verification process.

	Comments
	2
	

	
	3
	

	
	4
	

	


	Original Sponsor

	Name
	Roy McCoy on behalf of ERCOT staff

	E-mail Address
	rmccoy@ercot.com 

	Company
	ERCOT 

	Segment
	N/A


	Comments Received

	Comment Author
	Comment Description

	Garland Power and Light 082406
	Proposes five (5) Bank Business Days to process and pay Invoices. 

	First Choice Power 082806
	Proposed that language be added to address incorrect TCR Invoices and unpaid TCR’s should be re-auctioned to the market.


	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.

(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 such that the summation over all bids of the product of the awarded TCRs and the bidder’s bid price is less than or equal to the lower of the bidder’s self-imposed maximum Obligation or the Credit Limit approved by ERCOT.  The bidder’s self-imposed maximum credit Obligation cannot exceed the Credit Limit approved by ERCOT.

(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 times the awarded MW for the respective bids while simultaneously observing all applicable constraints.  ERCOT shall award TCRs in quantities rounded to three decimal places.

(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.  Payments for TCR and PCR Invoices shall be due five (5) Bank Business Days after issuance of the invoice. Any unpaid TCRs and PCRs that remain outstanding after their invoice date shall be forfeited by the awardees and, with respect to TCRs and PCRs from the annual auction, included in the following monthly auctions.
(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 will not become the property of the awardees and the TCRs will not be placed in their accounts until the TCR Invoices have been paid in full.  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.
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