TAC Recommendation Report


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

	Timeline

(Normal or Urgent)
	Normal
	Recommended Action
	Approval

	Protocol Section(s) Requiring Revision (include Section No. and Title)
	16.2.1, Criteria for Qualification as a Qualified Scheduling Entity (QSE)

	Proposed Effective Date
	July 1, 2005

	Priority and Rank Assigned
	N/A

	Revision Description
	Revises the Protocols to remove the limit on the number of Sub-QSEs an Entity can implement, and gives ERCOT the authority to determine implementation plans for new Sub-QSEs.

	Overall Market Benefit
	More granular accounting capabilities will give QSEs more flexibility in serving their customers.

	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.  ERCOT credit staff and the CWG have reviewed PRR555 and do not believe that it requires changes to credit monitoring activity or the calculation of liability.

	Procedural History
	· PRR555 was posted on 11/9/04.

· PSEG posted comments on 11/10/04 and ERCOT posted comments on 12/8/04.
· PRS considered PRR555 on 1/20/05.  ERCOT agreed to provide answers to specific impact related questions at the next PRS meeting.

· PRS considered PRR555 on 2/17/05.  ERCOT agreed to work with Calpine on revised language.

· The resulting language was posted as ERCOT comments on 3/10/05.

· PRS considered PRR555 on 3/17/05.

· TAC considered PRR555 on 5/5/05.



	PRS Recommendation (indicate whether all segments were present for the vote, and the segment of parties that voted no or abstained)
	On 3/17/05, PRS recommended approval of PRR555 as revised by ERCOT Comments and PRS.  There were four votes against the recommendation from the Consumer and Cooperative segments.  There was one abstention from the IOU segment.  All market segments were present for the vote.

	Summary of PRS discussion
	Calpine explained the modifications proposed in the comments resulting from discussions between Calpine and ERCOT staff.  CPS expressed concern that QSEs will be getting additional services that they are not paying for.  ERCOT explained the need for ERCOT to have the ability to continue processing new QSEs while providing additional sub-QSEs to existing QSEs.  ERCOT indicated that it would give priority to new QSEs and QSEs that have four or less sub-QSEs, and serve existing QSEs requesting additional sub-QSEs above four through an implementation plan, if necessary.

	TAC Recommendation (indicate whether all segments were present for the vote, and the segment of parties that voted no or abstained)
	TAC unanimously voted to recommend approval of PRR555 as amended by ERCOT Staff and TAC.  All segments were present for the vote.

	Summary of TAC discussion
	ERCOT Staff discussed the need to restore the language granting the Default QSE a Subordinate QSE.  TAC discussed the financial impact of the PRR; ERCOT Staff’s authority to develop implementation plans on a case-by-case basis; the costs of adding Subordinate QSEs; and ERCOT Staff reporting costs of adding Subordinate QSEs to TAC if they become excessive.


	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


	Original Sponsor

	Name
	Randy Jones

	Company
	Calpine

	Segment
	Independent Generator


	Comments Received

	Comment Author
	Comment Description

	PSEG 111004
	Supports PRR

	ERCOT 120804
	Details concerns

	ERCOT 031005
	Revised language


	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 become and remain 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;
(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; and
(6)
Be generally able to pay its debts as they come due.  ERCOT may request evidence of compliance with this qualification only if ERCOT reasonably believes that a QSE is failing to comply with it.

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) 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 ERCOT deems appropriate to prevent ERCOT and/or Market Participants from bearing potential or actual risk(s), financial or otherwise, arising from such deficiency(ies), and in accordance with these Protocols.

A single Entity executing a QSE Agreement may partition itself into any number of subordinate QSEs ("Subordinate QSEs") each of which shall be treated as individual QSEs for all purposes except communication, liability, financial security, and financial liability requirements under Section 16.2.  Notwithstanding the forgoing, if a single Entity requests to partition itself into more than four Subordinate QSEs, ERCOT may implement the request subject to ERCOT’s reasonable determination that the additional requested Subordinate QSEs will not be likely to overburden ERCOT’s staffing or systems.  ERCOT shall adopt an implementation plan allowing phased-in registration for these additional Subordinate QSEs in order to mitigate system or staffing impacts.  However, said registration shall not be unreasonably delayed.  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, Registration and Qualification of Qualified Scheduling Entities and any liability contained within these Protocols.  The Default QSE shall be granted a Subordinate QSE for the purpose of providing Default QSE services.
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 any criterion.
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