ERCOT Impact Analysis Report for PRS

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

	Impact Analysis Date
	February 10, 2005

	Credit Impacts
	YES _______                       NO ______

If No, skip the next two boxes.

	Has the Credit Workgroup reviewed the PRR?
	YES _______                       NO ______



	Outcome of Credit Workgroup review
	

	Cost/Budgetary Impact
	As a follow-up to the previous impact analysis paper and subsequent presentation at the January 2005 PRS meeting, ERCOT was asked to present additional information at the February PRS meeting, specifically:

1- Provide PRS with historical growth trend of sub-QSEs since market open.

2- Determine historical impacts of adding sub-QSEs to the growth of ERCOT staff and systems.

3- Determine at what rate sub-QSEs could be added without impacts.

4- Calculate the capacity for expanding within the current market.  ERCOT staff should quantify how many sub-QSEs are not being used.

5- Provide delineation in impacts of sub-QSEs representing Resources versus Load Entities.

Please see Comments section below for responses to these requests.



	Estimated Project Time Requirements*

*Unless otherwise indicated, project time requirements begin upon project initiation.
	No project is proposed for this PRR.

	ERCOT Staffing Impacts (across all areas)
	Every new QSE and sub-QSE that enters the market creates incremental work for different groups at ERCOT, including Legal, Credit, Settlements, and Client Relations.  From the perspective of ERCOT staff, there is very little difference in handling new sub-QSEs versus new QSEs.  

The sensitivity of staffing levels to adding one QSE or sub-QSE is not readily quantifiable, even when looking at historical staffing levels for the various groups.  The number of QSEs and sub-QSEs is only one factor in many that drives staffing for the groups. 



	ERCOT Computer System Impacts
	Increasing the number of QSEs and/or sub-QSEs in the market will create incremental impacts to database size, quantity and storage of QSE extracts, invoices, etc.  As indicated in the previous Impact Analysis, there is room for growth within the current systems.  Additional sub-QSEs could be added with no IT projects at this time, with the understanding that ERCOT continues to upgrade software and storage requirements to meet the needs of the market.



	ERCOT Business Function Impacts
	No change in business functions.

	Grid Operations & Practices Impacts
	There will be a tightening of communication requirements, whereby ERCOT will adhere to Protocols in communicating with the Master QSE for sub-QSE instructions.




	Alternatives for a More Efficient Implementation (include explanation of impacts)

	 N/A


	Evaluation of Interim Solutions (e.g., manual workarounds)

	N/A


	Comments


Please see next page.

1.
Provide PRS with historical growth trend of sub-QSEs since market open.
The following table summarizes the current market populations for QSEs and sub-QSEs.  Please note the numbers are different from the previous impact analysis.  These numbers represent all QSEs and sub-QSEs in the ERCOT systems. 

	Number of QSEs at the current QSE partition limit of 3 (or 4 with RMR)
	12

	Total Number of QSEs in ERCOT systems
	146

	       Master QSEs
	110

	       Sub-QSEs
	36

	QSE Representing Resources
	37

	       Master QSEs with Resources
	23

	       Sub-QSEs with Resources
	14

	QSEs without Resources
	109

	       Master QSEs without Resources
	87

	       Sub-QSEs without Resources
	22


The two graphs below document the growth in the number of QSEs and sub-QSEs since market open, with a focus in the right chart on 2004.  (Note that the graph is a sum of both data elements, for example in Dec 2004 there were 110 QSEs plus 36 sub-QSEs for a total of 146). 
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The following figure provides a detailed view of the monthly growth in QSEs and sub-QSEs over the last 2 years.  (For clarification in reading the chart, the entry for January 2003 reflects an increase of 1 QSE and 3 sub-QSEs.):
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Also of interest is the timing and number of QSEs that reached the protocol defined QSE partition limit of 3, or 4 with RMR.  Of the 12 QSEs that have hit the partition limit since market open, the following shows the timeframe of hitting those limits:

1 in 2001 (in other words, 1 QSE reached its QSE partition limit of 3or4 in the year 2001)

5 in 2002

4 in 2003

2 in 2004

2.
Determine historical impacts of adding sub-QSEs to the growth of ERCOT staff and systems.

Lodestar impacts:  

· During the past year, 22 QSEs were added, and 10 sub-QSEs were added.  

· During 2004, run times for Lodestar increased from approximately 5½ hours to 6 ½ hours.

· Running 4 trade dates each day (Initial, Final, True-Up, Ad-Hoc/Channel-78). 

· Some performance decrease was likely due to increased QSE/sub-QSEs populations; however, ERCOT cannot separate those impacts from other factors such as growth in database size and system enhancements.

Historical Staffing Impacts:

There was a consensus among ERCOT departments that it would be difficult to draw a direct correlation of historical staffing levels with the increase of QSEs/sub-QSEs in the market.  

3.
Determine at what rate sub-QSEs could be added without impacts.

In looking into the rates of adding QSEs/sub-QSEs, most ERCOT groups recognized that establishing new QSEs/sub-QSEs will take time to progress through the registration and qualification processes.  These processes will likely prevent an instantaneous increase the number of QSEs/sub-QSEs and should offset much of the risk in adding entities too quickly for ERCOT to handle.  

Once again it is noted that any additional sub-QSEs or QSEs introduces some level of incremental staffing efforts.  Defining the breakpoints in total numbers or rates at which additional staffing is needed is difficult and very subjective.  Passage of this PRR would not trigger any immediate staffing changes as these are reviewed on an annual basis.

4.
Calculate the capacity for expanding within the current market.  ERCOT staff should quantify how many sub-QSEs are not being used.
To determine the excess number of sub-QSEs that are currently available to the market but not being utilized, the following information is offered:

The total number of Master QSEs: 
 


110

Potential number of sub-QSEs (Master x 2Subs) 

220 (ignoring RMR exceptions)]

Total Number of current sub-QSEs:


  
  36 

Sub-QSE’s capacity for expansion (#Potential- #Current):
184 

Within the current Protocols, the market could expand by 184 sub-QSEs given the current number of QSEs.  There are no limits in the Protocols for the number of QSEs ERCOT will register.

5.
Provide delineation in impacts of sub-QSEs representing Resources versus Load Entities.
PRS had asked for a comparison of impacts in increasing sub-QSEs representing primarily Resources versus the impacts of those sub-QSEs primarily representing Load.  The following table highlights the areas and impact differences.

	Areas of Impacts
	QSE with Resources
	QSE with Load

	Client Relations Staff
	Larger impact
	Smaller impact

	Control Room Staff
	Larger impact
	No impact

	Credit Staff
	same
	same

	Settlement Staff
	same
	same

	Aggregation System Processes
	Smaller Impact
	Larger Impact

	Invoices/Extract Processing
	same
	same
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