PRS Action Report

	PRR Number
	556
	PRR Title
	Elimination of ERCOT-wide Uplift of Costs Related to OOMC, OOME, LBES and RMR Payments

	Timeline

(Normal or Urgent)
	Normal
	Action
	Rejection

	Protocol Section(s) Requiring Revision (include Section No. and Title)
	6.9.4.2 Settlement Obligations for RMR Service

6.9.7.1 OOM Capacity Charge

6.9.7.2 OOM Energy Charge


	Revision Description
	This PRR changes the allocation of OOMC, OOME, LBES and RMR costs from ERCOT-wide LRS to Congestion Zone LRS.

	Overall Market Benefit
	Market participants with load and generation in the same zone will have an incentive to schedule to avoid incurring these costs which should also improve ERCOT’s ability to manage reliability in these areas.


	Overall Market Impact
	The impact of allocating OOMC, OOME, LBES and RMR costs to the zone in which they occurred, the impacts would be as follows: North Zone – 0.77%; South Zone – 1.09%; West Zone – 2.51%; and Houston Zone – (2.81)%.


	Consumer Impact
	End-use customers will see increases or decreases (depending on in what zone they receive service) in their amounts paid if their agreements allow for such costs to be passed through from the REP or LSE.


	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)
	The ERCOT CWG has reviewed PRR 556 and concludes that no change is expected in how ERCOT calculates EAL or what ERCOT monitors for credit risk as a result of this PRR.  

Implementation of this PRR, however, will likely shift credit risk among QSEs in the ERCOT Region, which may ultimately impact the amount of collateral required to be posted by each entity.

	Procedural History
	· PRR 556 was posted on 11/12/04.
· A motion for urgency status failed by e-mail vote on 11/16/04 and at the 11/19/04 PRS meeting.
· CWG and TXU submitted comments.
· ERCOT Staff posted comments on 12/07/04.

· PRS considered this PRR at its 12/15/04 meeting.



	PRS Recommendation (indicate whether all segments were present for the vote, and the segment of parties that voted no or abstained)
	PRS rejected a motion to recommend approval of PRR 556 in a 31% to 69% vote.  Members of the Coop, MOU, IOU, Consumer, Independent REP, and Independent Power Marketer segments voted against this PRR.  There were also abstentions from the IOU, Independent Generator, and Independent Power Marketer segments.

	Summary of PRS discussion
	PRS meeting participants expressed concerns related to the economic impacts on the load zone and state, particularly in light of the Potomac reports, and the RMR components.  It was suggested that the PRR be tabled to allow for further study.  ERCOT provided clarification of its understanding of the PRR and suggested the group review the impacts of this PRR on fleet deployments.  The motion to recommend approving this PRR failed.  A motion to reconsider the PRR failed as well.  PRS meeting participants did note that some of the issues this PRR attempts to address may be taken up at WMS as the subcommittee reviews all the issues outlined in the Potomac report.

	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
	Not known
	Will require settlement system change to allocate OOMC, OOME, LBES and RMR costs to Congestion Zones instead of current ERCOT-wide uplift
	Market participants with load and generation in the same zone will have an incentive to schedule to avoid incurring these costs which should also improve ERCOT’s ability to manage reliability in these areas

	MARKET SEGMENT                      
	
	
	

	Consumer
	End-use customers will see changes in their amounts paid if their agreements allow for such costs to be passed through from the REP or LSE
	Not known
	Provide incentives to reduce overall market costs

	LSE:
General, Including NOIE
	The impact of allocating OOMC, OOME, LBES and RMR costs to the zone in which they occurred, the impacts would be as follows: North Zone – 0.77%; South Zone – 1.09%; West Zone – 2.51%; and Houston Zone – (2.81)%.
	Not known
	Provide incentives to reduce overall market costs

	LSE:
CR & REP
	The impact of allocating OOMC, OOME, LBES and RMR costs to the zone in which they occurred, the impacts would be as follows: North Zone – 0.77%; South Zone – 1.09%; West Zone – 2.51%; and Houston Zone – (2.81)%.
	Not known
	Provide incentives to reduce overall market costs

	QSE
	The impact of allocating OOMC, OOME, LBES and RMR costs to the zone in which they occurred, the impacts would be as follows: North Zone – 0.77%; South Zone – 1.09%; West Zone – 2.51%; and Houston Zone – (2.81)%.
	Not known
	Provide incentives to reduce overall market costs

	Resource
	Not known
	No Impact
	

	TDSP
	No Impact
	No Impact
	

	ERCOT
	
	
	


	Original Sponsor

	Name
	Kevin Gresham

	Company
	Reliant Energy, Inc.

	Segment
	LSE


	Comments Received

	Comment Author
	Comment Description

	ERCOT CWG 
	Anticipates no changes as a result of this PRR, but does anticipate a possible shift in credit risk among QSEs.

	ERCOT Staff 120704
	Communicates its understanding of the results of this PRR, proposes revisions to Section 7, and provides high-level impact analysis.

	TXU Energy 121404
	Recommendation to table this PRR pending further analysis by CMEG and WMS.


	Proposed Protocol Language Revision


6.9.4.2
Settlement Obligations for RMR Service

(1)
Reliability Must Run costs, separated by category and available to QSEs via data extract (i.e., Standby Price and energy dollar amounts) will be allocated on a Zonal Load Ratio Share per QSE in the following manner:

LARMRiq 
=
-1 *
(Σ (ERMRizq)+ Σ (SBRMRizq) + Σ (UMRMRizq) + ΣERRMRizq)
* LRSizq

Where:

i
Interval

z
Congestion Zone

q
QSE

LARMRizq 
RMR Load Allocation in the Congestion Zone for that interval of that QSE

ERMRizq
RMR Energy Dollar Amount in the Congestion Zone per interval of that QSE

SBRMRizq
RMR Standby Price in the Congestion Zone in that interval of the QSE
UMRMRizq
RMR Unexcused Misconduct Fee in the Congestion Zone in that interval of that QSE

LRSizq
Zonal Load Share Ratio for that interval of the QSE

ERRMRizq
RMR Energy Rebate Amount in the Congestion Zone for that interval for that QSE
6.9.7.1
OOM Capacity Charge

(1)
The cost of Replacement Capacity that is not assigned in the mathematical optimization process will be shared by all QSEs in relation to their Load Ratio Share of the total Congestion Zone Load for the interval.  The OOM Replacement Capacity Load Allocation will be calculated as follows:

LAOOMRPqzi
=
-1 * PCOOMRPiz *  LRSqiz
Where:

i 
interval

u 
unit

z
zone

LAOOMqiz
OOM Replacement Capacity Zonal Load Allocation Charges ($) for that QSE in that interval

PCOOMRPiz
OOM Replacement Capacity Costs ($) for the total market in the Congestion Zone for that interval

LRSqiz
Load Ratio Share (0-1) = (Adjusted Metered Load for that QSE in the Congestion Zone per interval/ Total Congestion Zone Load per interval)

6.9.7.2
OOM Energy Charge

(1)
Out Of Merit (OOM) Energy Load and Zonal OOME Load will be allocated on a Zonal Load Ratio Share per QSE by taking the sum of OOME and Zonal OOME Costs in eachCongestion Zone in that interval and multiplying it by the Zonal Load Ratio Share for that interval of the given QSE.  The OOM Energy Zonal Load Allocation will be calculated as follows:

ELAoomizq 
=
-1 *  Σ (EOOMUPiz + EOOMDNiz)z   * LRSizq

Where:

i
interval

u
unit

z
zone

ELAOOMizq
OOM Energy and Zonal OOME Charges in each Congestion Zone per interval per QSE

LRSizq
Zonal Load Ratio Share Factor (0-1) = (Adjusted Metered Load for that QSE per interval in the Congestion Zone / Total Congestion Zone Load for that interval for that QSE


LRSizq = AMLizq / AMLiz
EOOMUPiz
Out of Merit Energy and Zonal OOME Up Payments per interval per zone

EOOMDNiz
Out of Merit Energy Down and Zonal OOME Down Payments per interval per zone







556PRR-06 PRS Action 121504.doc
Page 2 of 1
556PRR-06 PRS Action 121504.doc
Page 2 of 1
556PRR-06 PRS Action 121504.doc
Page 1 of 5

