PRS Recommendation Report


	PRR Number
	455PRR
	PRR Title
	Liability for QSE default on obligations to ERCOT and Responsibility for ERCOT Administration Fee

	Recommended Action
	Reject

	Protocol Section Requiring Revision
	9.4.4, Partial Payments, paragraph (6)

9.7.1, ERCOT System Administration Fees

	Proposed Effective Date
	N/A

	Priority & Rank Assigned
	N/A

	Summary of Impact Analysis
	N/A

	Revision Description
	This revision would allocate responsibility for default of a QSE among Resources and Loads.  Currently, only Loads bear the risk for default of an a QSE.  This provision would allocate liability across both the generation and load sectors of the market in recognition of the fact that both load and generation engage in market behaviors and make decisions and policies that affect the viability of LSEs in the market.  This broader sharing of risk of default of a QSE is a feature of the PJM market and will likely be a feature of the MISO market.  Both of these markets have recognized the need to ensure that Market Participants have an incentive to behave in a manner and to promote decisions and policies that are in the best interests of the market as a whole.

This revision would also allocate the ERCOT administrative charge equally between Resources and Loads consistent with the requirements of PURA §39.151(e).  This allocation is appropriate because both Load and Generation impact ERCOT costs.

	Benefit
	To spread risk of default of a QSE and ERCOT costs among both Loads and Resources.

	PRS Recommendation
	PRS recommends rejection of PRR455.


	Proposed Protocol Language Revision


9 Settlement and Billing

9.7 Payment Process

9.7.1 Partial Payments

In the event one or more Invoice Recipient(s) owing monies did not pay in full (short payment) ERCOT will follow the procedure set forth below: 

(1) ERCOT will make every reasonable attempt to collect payment from the short-paying Invoice Recipient(s) prior to one hour preceding the close of bank Business Day CPT on the day that the payment by ERCOT is disbursed to the Invoice Recipient(s).

(2) ERCOT will draw on any available security posted by the QSE(s) who did not pay the amount due.

(3) ERCOT will attempt to draw on any available line of credit to cover payment shortages. 

(4) ERCOT will offset any amounts owed or to be owed from ERCOT to a short paying Invoice Recipient against amounts short paid by that Invoice Recipient, and ERCOT will apply the offset amount to cover payment shortages.

(5) If, after executing any available line of credit or applying offset amounts, there is still insufficient funds available for ERCOT to pay all amounts in full (total short pay amount), ERCOT will deduct ERCOT administrative fees as specified in Section 9.6, Settlement Charges from the amount received and then reduce payments to all Invoice Recipients that are owed monies. The reductions will be based on a pro rata basis of monies owed to each ERCOT creditor in the settlement process for each Settlement Invoice to the extent necessary to clear ERCOT’s accounts to the extent possible on the payment date to insure revenue neutrality for ERCOT. ERCOT shall provide payment details on all short payments and subsequent reimbursements of short pays. Details will include dollar amounts broken down by invoice numbers settled.  In addition, ERCOT shall provide the total amount due to the market prior to applying the short pay and the short pay amount on the Invoice.

(6) One hundred eighty (180) days following a short pay occurrence, if sufficient funds continue to be unavailable for ERCOT to pay all amounts in full to short paid Entities, and the short paying Entity is not in compliance with a payment plan designed to enable ERCOT to pay all amounts in full to short paid Entities, the total short pay amount, less the total payments expected from a payment plan, will be collected from the QSEs representing both Loads and Resources for the short pay period, and paid to the QSEs that were previously short paid.  One-half of the total short-pay amount, less the total payments expected from a payment plan, for the applicable interval shall be paid by QSEs presenting Load on a Load Ratio Share Basis and one-half shall be collected from QSEs representing Resources on based on each QSE’s share of total Gross Generation.   Provided, however, that no portion of the short-pay amount shall be allocated to Resources providing RMR service.
(7) To the extent ERCOT is able subsequently to collect past due funds owed by a short paying Entity, ERCOT shall allocate such funds as are collected to the earliest Invoice for which that Entity remains a short payer.  ERCOT shall use its best efforts to distribute past due funds on a pro rata basis of monies owed on the next Business Day after receipt of the monies, when sufficient funds for the relevant Operating Day are available in this settlement process.

Revise Section 9.7.1 as follows:

9.8 Administrative Fees

9.8.1 ERCOT System Administration Fees

ERCOT shall calculate the ERCOT System administration charge by multiplying total Load by the ERCOT administrative fee approved by the PUCT reflected on an interval basis . This fee will not change during a Settlement Interval. QSE administration fees will be a separate Market Service on the Settlement Statement.

ERCOT shall assess the ERCOT System administration chargeto QSEs serving Load and Resources on a daily basis, broken down by the appropriate quantity per Settlement Interval. 
The ERCOT System administration fee is a not a neutral fee, as it is the amount collected by ERCOT to administer the market.  The total amount of the ERCOT System administration fee charge for an interval shall be calculated as follows:

TACT=AFF*(AMLT + XT)

where

TACT

Total ERCOT Administrative charge for the interval

AMLT

ERCOT Total Adjusted Metered Load for the interval


XT

Total deemed actual exported quantity per interval 
(adjusted for Transmission Losses and UFE)





AFF:
Admin fee factor per MWh
One-half of the total ERCOT administrative charge for the interval shall be allocated to QSEs serving Load on a Load Ratio Share basis.  One-half of the total ERCOT administrative charge for the interval shall be allocated to QSEs serving Resources based on each QSE’s share of total Gross Generation for the interval, provided however that no portion of the ERCOT administrative charge for an interval shall be allocated to Resources providing RMR service.
	PRR Evaluation

	Non-ERCOT Market Comparison
	No Comparison conducted.

	

	Comments Author
	Comments Summary

	
	None submitted


	9.9 Sponsor

	Name
	Terri Eaton

	E-mail Address
	Terri.eaton@greenmountain.com

	Company
	Green Mountain Energy Company

	Company Address
	P. O. Box 42349, Austin, TX  78704

	Phone Number
	512-691-6385

	Fax Number
	512-691-6151

	9.10 


	Sponsor's Revision Description
	This revision would allocate responsibility for default of a QSE among Resources and Loads.  Currently, only Loads bear the risk for default of an a QSE.  This provision would allocate liability across both the generation and load sectors of the market in recognition of the fact that both load and generation engage in market behaviors and make decisions and policies that affect the viability of LSEs in the market.  This broader sharing of risk of default of a QSE is a feature of the PJM market and will likely be a feature of the MISO market.  Both of these markets have recognized the need to ensure that Market Participants have an incentive to behave in a manner and to promote decisions and policies that are in the best interests of the market as a whole.

This revision would also allocate the ERCOT administrative charge equally between Resources and Loads consistent with the requirements of PURA §39.151(e).  This allocation is appropriate because both Load and Generation impact ERCOT costs.

	Sponsor's Reason for Revision
	To spread risk of default of a QSE and ERCOT costs among both Loads and Resources.
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