Nodal Protocol Revision Request


	NPRR Number
	823
	NPRR Title
	Amend the Definition of an Affiliate

	Date Posted
	March 27, 2017

	
	

	Requested Resolution 
	Normal 

	Nodal Protocol Sections Requiring Revision 
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	Revision Description
	This Nodal Protocol Revision Request (NPRR) amends the definition of an Affiliate to reflect the exemption contained in the Public Utility Regulatory Act (PURA), TEX. UTIL. CODE ANN. § 11.0042 (Vernon 1998 & Supp. 2007).

	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
	This NPRR synchronizes the definition of “Affiliate” in the ERCOT Protocols with the definition in PURA, by affirmatively adopting exemptions for portfolio Affiliates.

It is common for publicly traded companies to have common shareholders with other publicly traded companies in the same industry.  Although these portfolio Affiliates are exempt from the requirements in PURA under Section 11.0042, Definition of Affiliate,  Protocols have not incorporated the same exemptions, resulting in confusion as to whether Entities need to amend their registrations with ERCOT any time an investment company, fund or pension plan, etc. purchases at least 5% of their shares and 5% of the shares of another ERCOT Entity.
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	Proposed Protocol Language Revision


2.1
DEFINITIONS

Affiliate

(a)
An Entity that directly or indirectly owns or holds at least 5% of the voting securities of another Entity; or

(b)
An Entity in a chain of successive ownership of at least 5% of the voting securities of another Entity; or

(c)
An Entity that has at least 5% of its voting securities owned or controlled, directly or indirectly, by another Entity; or

(d)
An Entity that has at least 5% of its voting securities owned or controlled, directly or indirectly, by an Entity who directly or indirectly owns or controls at least 5% of the voting securities of another Entity or an Entity in a chain of successive ownership of at least 5% of the voting securities of another Entity; or

(e)
A person who is an officer or director of another Entity or of a corporation in a chain of successive ownership of at least 5% of the voting securities of an Entity; or

(f)
Any other Entity determined by the Public Utility Commission of Texas (PUCT) to be an Affiliate.
(g)
The term "Entity," as used in this definition, does not include:

(1)
A broker or dealer registered under the Securities Exchange Act of 1934, (15 U.S.C. Section 78a et seq.), as amended;

(2)
A bank or insurance company as defined under the Securities Exchange Act of 1934 (15 U.S.C. Section 78a et seq.), as amended;

(3)
An investment adviser registered under state law or the Investment Advisers Act of 1940 (15 U.S.C. Section 80b-1 et seq.); 

(4)
An investment company registered under the Investment Company Act of 1940 (15 U.S.C. Section 80a-1 et seq.); or

(5)
An employee benefit plan, pension fund, endowment fund, or other similar entity that may, directly or indirectly, own, hold, or control five percent or more of the voting securities of an Entity or the parent corporation of an Entity if the entity did not acquire the voting securities:
(a)
For the purpose of or with the effect of changing or influencing the control of the issuer of the securities; or 
(b)
In connection with or as a participant in any transaction that changes or influences the control of the issuer of the securities.

(h) 
For the purpose of determining whether an Entity is an affiliate, the term “Entity” does not include an entity that may, directly or indirectly, own, hold, or control the voting securities of another Entity if the entity did not acquire the voting securities:

(1)
For the purpose of or with the effect of changing or influencing the control of the issuer of the securities; or 
(2)
In connection with or as a participant in any transaction that changes or influences the control of the issuer of the securities.

(i)
A report, filed by an entity of the type described in paragraph (g)(5) or (h) above, with the Securities and Exchange Commission is conclusive evidence of the entity's intent if the report confirms that the voting securities were not acquired:

(1)
For the purpose of or with the effect of changing or influencing the control of the issuer of the securities; or 
(2)
In connection with or as a participant in any transaction that changes or influences the control of the issuer of the securities.
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