PRS Recommendation Report

	PRR Number
	548
	PRR Title
	Settlement for Mismatched Inter-QSE Energy Schedules

	Timeline

(Normal or Urgent)
	Normal
	Recommended Action
	Approval

	Protocol Section(s) Requiring Revision (include Section No. and Title)
	4.7.2, Schedule Validation Process

6.9.8, Settlement for Mismatched Inter-QSE Energy Schedules

	Proposed Effective Date
	Upon system implementation

	Priority and Rank Assigned
	Priority 1.2 with a rank of 34.5

	Revision Description
	This PRR would reduce the quantities of energy scheduled by ERCOT into or from the Balancing Energy market during intervals in which Inter-QSE trades do not match.  This PRR would enable ERCOT to settle only the truly disputed portion of the mismatched energy schedules at the MCPE.  This PRR would operate in conjunction with PRR 404 (Procured Energy from ERCOT) and PRR 360 (Relaxed Balanced Schedules) enabling QSEs to both schedule balancing energy to and from ERCOT, thus eliminating any incentive to utilize mismatched energy schedules to facilitate settlement at the MCPE.

	Overall Market Benefit
	Reduced credit exposure for ERCOT and Market Participants from entities which submit mismatched inter-QSE trades and reduced settlement costs resulting from such mismatches.

	Overall Market Impact
	None

	Consumer Impact
	None

	Credit Impacts:  Has the Credit Workgroup reviewed the PRR?  If so, are there credit impacts? (indicate Yes or No, and if Yes, include a summary of impact)
	Yes.  The ERCOT CWG supports the concept behind PRR 548. This PRR would enable ERCOT to settle only the truly mismatched portion of the energy schedules, with any matched portion being settled as bilateral.  As a result, the magnitude of settlement dollars and credit risk related to procuring Balancing Energy from Market Participants in the ERCOT Region should be reduced.  No change is expected in how ERCOT calculates EAL or what ERCOT monitors for credit risk as a result of this PRR. 

	Procedural History
	· PRR 548 was posted on 10/04/04.

· Comments were due on 10/25/04.

· ERCOT, LCRA and CWG posted comments.

· PRS considered this PRR on 11/19/04.

· On 12/08/04, ERCOT Staff posted the Impact Analysis (IA).

· On 12/15/04, PRS accepted ERCOT’s IA.

	PRS Recommendation (indicate whether all segments were present for the vote, and the segment of parties that voted no or abstained)
	On 11/19/04, PRS recommended approval of PRR548 as submitted.  There were two votes against the motion to approve (Independent Generator and Municipal) and one abstention (Independent Generator).  All market segments were present.  

	Summary of PRS discussion
	The sponsor summarized the PRR and it was noted that WMS recommended approval of the PRR with the understanding that it has no effect on BENA.  On 12/15/04, PRS did discuss comments submitted by LCRA but opted not to act on the comments at this time.

	TAC Recommendation (indicate whether all segments were present for the vote, and the segment of parties that voted no or abstained)
	

	Summary of TAC discussion
	


	ERCOT/Market Segment Impacts and Benefits


Instructions: To allow for comprehensive PRR consideration, please fill out each block below completely.  Wherever possible, please include reasons, explanations, and quantitative cost/benefit analyses pertaining to the PRR.  
	
	Impact
	Benefit

	
	Business
	Computer Systems
	

	ERCOT
	Reduces overall market exposure to mismatched counterparties.
	Code changes are required in Lodestar, with a project cost of 6-LL (<$100k)
	Reduces overall market exposure to mismatched counterparties.

	MARKET SEGMENT                      
	
	
	

	Consumer
	Reduces overall market exposure to mismatched counterparties.
	None.
	Reduces overall market exposure to mismatched counterparties.

	LSE:
General, Including NOIE
	Reduces overall market exposure to mismatched counterparties.
	None.
	Reduces overall market exposure to mismatched counterparties.

	LSE:
CR & REP
	Reduces overall market exposure to mismatched counterparties.
	None.
	Reduces overall market exposure to mismatched counterparties.

	QSE
	Reduces credit exposure to mismatched counterparties.
	None.
	Reduces overall market exposure to mismatched counterparties.

	Resource
	Reduces credit exposure to mismatched counterparties.
	None.
	Reduces overall market exposure to mismatched counterparties.

	TDSP
	Not applicable.
	None.
	Not applicable.


	Original Sponsor

	Name
	Keith Emery 

	Company
	Tenaska Power Services & Co.

	Segment
	Resource


	Comments Received

	Comment Author
	Comment Description

	ERCOT 111004)
	Comments support this PRR.

	CWG 11104
	Comments support this PRR.

	LCRA 121504
	Suggested additional notification language.


	Proposed Protocol Language Revision


4.7.2
Schedule Validation Process

(1)
ERCOT will only accept Balanced Schedules.

(2)
ERCOT will check to ensure Inter-QSE Trades match.  If ERCOT identifies mismatched Inter-QSE Trades, ERCOT shall use the following process to remedy mismatches:

(a)
If ERCOT detects a mismatch in the scheduled quantities or Congestion Zone designation for an Inter-QSE Trade for energy, ERCOT shall promptly notify both the receiving QSE and sending QSE that a mismatch exists and shall allow them fifteen (15) minutes to resolve the mismatch and submit modified schedules.

(b)
If mismatched Inter-QSE Trades are not resolved in the allotted time, then ERCOT shall consider any amount of a mismatched Inter-QSE energy schedule submitted by a QSE as a Resource which exceeds the corresponding Inter-QSE energy schedule submitted by a QSE as a Load as a “mismatched amount delivered to ERCOT.”  ERCOT shall also consider any amount of a mismatched inter-QSE energy schedule submitted by a QSE as a Load which exceeds the corresponding Inter-QSE energy schedule submitted by a QSE as a Resource as a “mismatched amount received from ERCOT.”  ERCOT will use these amounts to settle with each offending QSE as specified in Section 6.9.8, Settlement for Mismatched Inter-QSE Energy Schedules.  Additionally, ERCOT will charge a mismatched schedule-processing fee for providing this service.

(c)
ERCOT shall notify each QSE whose Schedule has been adjusted as to the adjustment in its Schedule.

6.9.8
Settlement for Mismatched Inter-QSE Energy Schedules

QSE’s will be paid the MCPE multiplied by the mismatch amount delivered to ERCOT and will be charged the MCPE multiplied by the mismatch amount received from ERCOT.

The mismatch amount delivered to ERCOT for each QSE for each zone shall be any amount in the mismatched inter-QSE energy schedules submitted by the QSE as a Resource which exceeds the corresponding Inter-QSE energy schedule submitted by a QSE as a Load.  The mismatch amount received from ERCOT for each QSE for each zone shall be any amount in the mismatched inter-QSE energy schedules submitted by the QSE as a Load which exceeds the corresponding Inter-QSE energy schedule submitted by a QSE as a Resource.

MISDiqz  
= 
-1 * MISAMTDiqz * MCPEiz

MISRiqz 
= 
MISAMTRiqz * MCPEiz

Where:

i
interval

q
QSE

z
zone

MISDiqz
Mismatched schedule payment for the mismatched amount delivered to ERCOT, per interval, per QSE, and per zone.

MISRiqz
Mismatched schedule charge for the mismatched amount received from ERCOT, per interval, per QSE, and per zone.

MISAMTDiqz
Mismatched amount delivered to ERCOT due to mismatched schedule per interval, per QSE, and per zone.

MISAMTRiqz
Mismatched amount received from ERCOT due to mismatched schedule per interval, per QSE, and per zone.

MCPEiz
Market Clearing Price for Energy per interval, and per zone.

Also:

MISDiz 
= 
Σ (MISDiqz)q
MISRiz 
= 
Σ (MISRiqz)q
Where:

MISDiz
Total mismatched schedule payments for the mismatched amounts delivered to ERCOT, per interval, and per zone.
MISRiz
Total mismatched schedule charges for the mismatched amounts received from ERCOT, per interval, and per zone.
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