Protocols Revision Request


	PRR Number
	555
	PRR Title
	Modify Number of Sub-QSEs a Single Entity Can Partition

	Protocol Section(s) Requiring Revision (include Section No. and Title)
	16.2.1

	Requested Resolution (Normal or Urgent)
	Normal

	Revision Description
	Revise the Protocols to increase the maximum number of Sub-QSEs an Entity can implement from three to twenty.

	Reason for Revision
	The stated purpose of establishing QSEs in the market was to limit the number of communications and settlement interfaces that ERCOT would have to administer.  That rationale for QSEs remains a good one, however, the result of this policy is that the complexity that can and is developing in settlements is accruing to the QSEs.  QSEs need the administrative flexibility to assign individual and/or groups of LSEs and REPs among more sub-QSEs in order to continue to meet the demands of the market in the areas of settlement and accounting for market participants who may not interact directly with ERCOT.  

QSEs need this administrative tool, partitioning, in order to provide that service to the market as new entrant LSEs and REPs search for service providers, otherwise, those new entrants will simply come directly to ERCOT and request the ability to participate as a QSE.  Either way, this ERCOT service aspect needs to be expanded.  Additional partitioning seems the least complicated way to provide it.

Expanding the number of sub-QSEs should have no impact on the financial liability of ERCOT or other market participants. Current Protocols language is specific in the area of financial liability for sub-QSEs,  “Such security and financial liability shall be cumulated for all Subordinate QSEs for the single Entity executing the QSE Agreement.”  Therefore, it should be understood that QSEs provide a valuable service to the market by insulating the entity ERCOT from financial liability and settlement and communications complexity.  

	Credit Implications (Yes or No, and summary of impact)
	No immediate impacts anticipated.  However, coupled with the right kind of “early warning” tools for credit monitoring, allowing more direct visibility to LSE’s market exposure will allow parent QSEs to take appropriate actions to limit credit exposure to the entire market – particularly those LSEs responsible for paying for defaults on a load-ratio-share basis.

	

	Timeline

	Date Posted
	November 9, 2004

	Please see the Master List on the ERCOT website for current timeline information.


	Sponsor

	Name
	Randy Jones

	E-mail Address
	rajones@calpine.com

	Company
	Calpine

	Company Address
	4100 Underwood, Pasadena, TX 77507

	Phone Number
	(832) 476-4450

	Fax Number
	


	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
	Unknown
	Unknown
	The ability of QSEs to manage and account for Market Participant settlement and accounting activities on a more granular basis will lead to better credit risk management at the QSE level. 

Allows ERCOT, as a service provider to QSEs, to provide a much-needed value-added feature not currently provided as well as limit the number of direct parties that ERCOT is required to communicate and settle with. 

	MARKET SEGMENT                      
	
	
	

	Consumer
	Unknown
	Unknown
	Closer and more accurate accounting leads to a more efficient market and limits the counter party role of the ERCOT ISO.

	LSE:
General, Including NOIE
	Unknown
	Unknown
	Allows for parent QSE to better serve LSEs.

	LSE:
CR & REP
	Unknown
	Unknown
	Allows for parent QSE to better serve LSEs.

	QSE
	Will only have an impact to those QSEs desiring the expanded capability; presumably offset by perceived gains.
	Hard to quantify; presumably offset by perceived gains.
	More granular accounting capability and allows for the same flexibility that three sub-QSEs allows for, only to a larger magnitude.  Also allows existing QSEs to market to and provide better service for more market entities and maintains a manageable and reasonable limit to the number of communications and settlement interfaces ERCOT must manage.

	Resource
	Unknown
	Unknown
	Unknown

	TDSP
	Unknown
	Unknown
	Unknown


	Proposed Protocol Language Revision


16.2 Registration and Qualification of Qualified Scheduling Entities

16.2.1 Criteria for Qualification as a Qualified Scheduling Entity (QSE)

To be registered and qualified as a QSE, an Entity must:

(1) Execute a QSE Agreement;

(2) Demonstrate to ERCOT’s reasonable satisfaction that the Entity is capable of performing the functions of a QSE;

(3) Demonstrate to ERCOT’s reasonable satisfaction that the Entity is capable of complying with the requirements of all ERCOT Protocols and guidelines; and,

(4) Satisfy ERCOT’s creditworthiness requirements as set forth in this Section.

(5) Comply with the backup plan requirements outlined in the ERCOT Operating Guides.

If a QSE chooses to use EDI transactions to receive Settlement statements and invoices, it must participate in and successfully complete testing as described in Protocol Section 23, Texas Test Plan Team Retail Market Testing, prior to commencing operations with ERCOT.

QSEs shall promptly notify ERCOT of any change that materially affects the Entity’s ability to satisfy the criteria set forth above.  If a QSE fails to inform ERCOT within one (1) calendar day of a material change in the information provided which may affect the reliability or safety of the ERCOT System or the financial security of ERCOT, ERCOT may, after providing notice to each Entity represented by the QSE, refuse to accept schedules from the QSE and take any other action deemed appropriate.

A single Entity executing a QSE Agreement may partition itself into up to twenty (20) subordinate QSEs ("Subordinate QSEs"), or twenty one (21) in the case of an Entity representing RMR units, in the ERCOT Market Participation registration database each of which shall be treated as individual QSEs for all purposes except communication, liability, financial security, and financial liability requirements under subsection 16.2.  Such security and financial liability shall be cumulated for all Subordinate QSEs for the single Entity executing the QSE Agreement.  The Entity executing the QSE Agreement will have overall responsibility for all requirements set forth in this section 16.2, Qualification of Qualified Scheduling Entities and any liability contained within these Protocols.

Continued qualification, as a QSE is contingent upon adherence to all requirements set forth in these Protocols.  ERCOT shall suspend a QSE’s rights as a Market Participant at such time as ERCOT reasonably determines that the Entity does not satisfy the criteria set forth above.
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