PRS Recommendation Report


	PRR Number
	481PRR
	PRR Title
	Liability for QSE default on Obligations to ERCOT

	Recommended Action
	Reject

	Protocol Section(s) Requiring Revision (include Section No. and Title)
	9.4.4, Partial Payments, paragraph (6).

	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 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.



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

	PRS Recommendation
	PRS recommends rejection of PRR481.


	Sponsor

	Name
	Terri Eaton (original PRR455 sponsor) & Cheryl Moseley – at ERCOT Board direction (see Comments section). 

	E-mail Address
	cmoseley@ercot.com

	Company
	ERCOT

	Company Address
	Met Center, Austin

	Phone Number
	512.225.7057

	Fax Number
	512.225.7020


	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.

	
	Impact
	Benefit

	
	Business
	Computer Systems
	

	ERCOT
	
	
	

	MARKET SEGMENT                      
	
	
	

	Consumer
	
	
	

	LSE:
General, Including NOIE
	
	
	

	LSE:
CR & REP
	
	
	

	QSE
	
	
	

	Resource
	
	
	

	TDSP
	
	
	


	Comments


This PRR is a prepared for discussion purposes as a separation of the language in PRR455.  The separation of PRR455 into two distinct PRRs (the other half is presented as PRR482) was directed by the ERCOT Board in November 2003.  Specifically, PRR455 was remanded from the Board to PRS with instructions:  “(1) to revisit the subject matter to separate the two issues of (i) the ERCOT Administration Fees and (ii) liabilities; (2) to provide two separate proposals; and (3) to bring the recommendations to the Board at the February 2004 board meeting.”  At its December meeting, PRS identified the two separate PRRs and declared each of them urgent.  The yellow highlighted additions reflect Board discussion about OOM Service and should serve as a reminder to evaluate the Board’s comments.

	Proposed Protocol Language Revision


{The language below has been conformed to the January 1, 2004 Protocols (PRR474)}

9 Settlement and Billing

9.1 Payment Process

9.1.1 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 are 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, and payments for RMR and OOM Services from the amount received and then reduce payments to all Invoice Recipients that are owed monies except for monies owed for RMR and OOM Services.  The reductions will be based on a pro rata basis of monies owed to each ERCOT creditor, for services other than RMR and OOM Services, 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 to all QSEs.  Details will include the identity of and dollar amount attributable to each short-paying QSE, 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.  The short- pay amount, less the total payments expected from a payment plan, shall be paid by QSEs representing Load on a Load Ratio Share basis; and by QSEs representing Generation Resources based on each QSE’s share of total Net Generation; provided, however, that no portion of the short-pay amount shall be allocated to Generation Resources providing RMR Service and OOM Service.
(7) Upon the entrance of a payment plan with a short pay Entity, ERCOT will post to the ERCOT website, the short pay plan, the schedule of quantifiable expected payments, and the invoice dates to which the payments will be applied.  The schedule will be updated when or if modifications are made to the payment schedule.

(8) 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.

	PRR Evaluation

	Non-ERCOT Market Comparison
	No Comparison conducted.

	

	
	Comments Summary

	Comments Author
	

	CNP
	Recommends rejection.

	Calpine
	Recommends rejection.

	ERCOT
	Revised language.


	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 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.



	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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