ERCOT Board Action


	PRR Number
	404PRR
	PRR Title
	Energy Procured from ERCOT

	Protocol Section Requiring Revision
	4.3.2, Schedule Components

16.2.7.4, Determination of Aggregate Net Load Imbalance Liability and Net Resource Imbalance Liability (NLRI)

	Effective Date
	Upon system implementation.

	Priority & Rank Assigned
	Pending.

	Summary of Impact Analysis
	Computer system changes are required prior to scheduling with ERCOT using the Portal; for those Entities able to schedule using XML, scheduling can be available upon Board approval; minor computer system changes required to implement Portal capability; impacts staffing (0.5 FTE) and business practices; if used infrequently has minimal impact on operating practices (if commonly used, could result in depletion of Balancing Energy Services bid stack). 

	Revision Description
	This PRR provides for the procurement of balancing energy from ERCOT.

	Benefit
	Expands the functionality of Relaxed Balanced Schedules by allowing Market Participants to schedule generation via ERCOT. 

	PRS Recommendation
	PRS recommends approval of PRR404 as revised by ERCOT comments and PRS and requires a credit analysis from ERCOT.

	TAC Recommendation
	TAC recommends approval of PRR404 as recommended by PRS with the recommendation that the ERCOT Board of Directors incorporate the comments on the PRS Recommendation Report made by ERCOT on 01/06/04.*

	Board Action
	Board approved PRR404 as recommended by TAC, incorporating comments on the PRS Recommendation Report made by ERCOT.


*Note:
The comments filed by ERCOT for Section 16 were based on the input from the Credit Workgroup and ERCOT Finance Staff to provide credit requirements for QSE’s who plan to utilize “Relaxed Resource Scheduling.”  Also, language added to bullet (1) of Section 4.3.2 by PRS was deleted, as it is covered by bullet (5).

	Proposed Protocol Language Revision


4.3.2
Schedule Components

Included in each Balanced Schedule is:

(1) Energy to be produced by Resources that the QSE represents, by Congestion Zone;

(2) Energy to be consumed by Loads that the QSE represents (including T&D Losses) by Congestion Zone;

(3) ERCOT allocated Ancillary Services Obligations for the QSE;

(4) Any energy and Ancillary Services scheduled to or from other QSEs(e.g. Inter-QSE Trades); and

(5) Any Balancing Energy scheduled through the ERCOT scheduling process.

(6) Any Self-Arranged Ancillary Services.

When relaxed Balanced Schedules are allowed by ERCOT, pursuant to Section 4.3.5, Requirement for Balanced Schedules, the requirement for subpart (2) above shall be relaxed and QSEs shall be allowed to schedule energy for Load that is equivalent to the amount of scheduled energy for Resources as specified in subpart (1) and (5) above.
Use of Balancing Energy scheduled via ERCOT to meet Obligations shall be limited to an amount supported by the QSE’s credit collateral with ERCOT.
16.2.7.4 Determination of Aggregate Net  Load Imbalance Liability and Net Resource Imbalance Liability (NLRI)
This subsection applies to all QSEs.  For any invoice periods that have not been invoiced in which the sum of:

(1). The percentage by which a QSE’s total estimated Load (MWh) differs from its scheduled Load (MWh); and

(2). The percentage by which a QSE’s total estimated Resource (MWh) differs from its scheduled Resource (MWh).

exceeds twenty percent (20%), ERCOT will monitor daily and calculate, at least weekly, an aggregate incremental Net Load Imbalance Liability and Net Resource Imbalance Liability (NLRI), based on the formula below.  Any QSE that is required to post security is responsible, at all times, for maintaining posted security at or above the amount of their EAL, plus the QSE’s aggregate incremental NLRI minus the QSE’s Unsecured Credit Limit.


NLRI = [(ELI x EBESP) + (ERI x EBESP)] – [(LIQeal x MCPQeal) + (RIQeal x MCPQeal)]
Where:

NLRI =
Net Load Imbalance Liability and Net Resource Imbalance Liability
ELI – 
Estimated Load Imbalance, which is:

1) Estimated Load Imbalance for invoice periods that are completed but not invoiced, calculated as the higher of ERCOT’s estimate of the QSE’s Load Imbalance for the period and the QSE’s estimate of Load Imbalance for the period; and

2) Estimated Load Imbalance for an invoice period not yet completed, calculated as the higher of 1) ERCOT’s estimate of the QSE’s Load Imbalance for the most recent seven (7) day period, or 2) the QSE’s forecast of Load Imbalance for the next seven (7) day period.

ERI =
Estimated Resource Imbalance liability, which is:

1)
Estimated Resource Imbalance (MWh) for invoice periods that are completed but not invoiced, calculated as the higher of ERCOT’s estimate of the QSE’s Load Imbalance for the period, which will include both scheduled and unscheduled use of the Balancing Energy Service, and the QSE’s estimate Resource Imbalance for the period; and

2)
Estimated Resource Imbalance for an invoice period not yet completed, calculated as the higher of 1) ERCOT’s estimate of the QSE’s Load Imbalance, which will include both scheduled and unscheduled use of the Balancing Energy Service, for the most recent seven (7) day period, or 2) the QSE’s forecast of Load Imbalance for the next seven (7) day period.

EBESP =
Estimated Balancing Energy Service Price, which is:

1) Estimated Balancing Energy Service Price for each invoice period completed but not invoiced, calculated as the average, for the period, of the higher of 1) the daily weighted average price of Balancing Energy Up Service procured, or 2) the daily weighted average price of Balancing Energy Down Service procured as included in the daily market operations report.

The daily weighted average price of Balancing Energy Up Service procured and the daily weighted average price of Balancing Energy Down Service procured, as included in the daily market operations report, are calculated by dividing the total charges for all BES procured by the total amount of such BES, in MWh, delivered that day.

2) Estimated Balancing Energy Service Price for an invoice period not yet completed, calculated as one hundred fifty percent (150%) of the most recent average, for the period, of the higher of 1) the daily weighted average price of Balancing Energy Up Service procured or 2) the daily weighted average price of Balancing Energy Down Service procured, as included in the daily market operations report; except that the EBESP will not be less than thirty dollars ($30) per MWh.

The daily weighted average price of Balancing Energy Up Service procured and the daily weighted average price of Balancing Energy Down Service procured, as included in the daily market operations report, are calculated by dividing the total charges for all BES procured by the total amount of such BES, in MWh, delivered that day.

a. ERCOT will review the price per MWh and multiplier at least quarterly to ensure that the EBESP as calculated in 1) above each day for the previous seven (7) day period captures no less than ninety-five percent (95%) of the price volatility for a one (1) year period.  Changes to the EBESP calculation will be reviewed and approved by the Finance and Audit Committee.  ERCOT will provide notice to Market Participants of any change at least fourteen (14) days prior to the effective date along with the analysis supporting the change.

LIQeal = 
Load imbalance volume factored into a QSE’s EAL calculation.
RIQeal = 
Resource Imbalance (MWh) factored into a QSE’s EAL calculation.
MCPQeal =
Market Clearing Prices factored into a QSE’s EAL calculation.

To the extent that ERCOT, using commercially reasonable measures, determines that the NLRI so calculated does not adequately match the financial risk to Market Participants, ERCOT may specify a larger or smaller NLRI than would be produced by the use of the above formula.  ERCOT will, to the extent practical, exchange with the QSE that information utilized in determining credit requirements.  ERCOT will provide written notification to the QSE of the basis for ERCOT’s assessment of the QSE’s financial risk, and the applicable credit requirements.

	PRR Evaluation

	Non-ERCOT Market Comparison
	No Comparison conducted.

	

	Comments Author
	Comments Summary

	ERCOT 050803
	Clarifications.

	ERCOT 052103
	Recommends remand.

	Fulcrum 100203
	Revised language.

	ERCOT 010604
	Adds changes to Section 18 to PRS Rec Report


	Sponsor

	Name
	Cesar Seymour

	E-mail Address
	cseymour@tractebelusa.com

	Company
	Tractebel Energy Marketing

	Company Address
	Houston, TX  78744

	Phone Number
	713/350-1734

	Fax Number
	


	Sponsor's Revision Description
	This PRR provides for the procurement of balancing energy from ERCOT.

	Sponsor's Reason for Revision
	Expands the functionality of Relaxed Balanced Schedules by allowing Market Participants to schedule up to 500MW of generation from ERCOT. 
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