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	Comments


Green Mountain Energy Company (GMEC) agrees with the general premise behind this PRR, that short pays should not remain outstanding indefinitely and should be uplifted within defined timelines.  Allowing short pays to remain outstanding indefinitely increases the risk that LSEs will have to bear more than their Load Ratio Share of an uplift due to failure of an LSE that would otherwise have to bear a portion of that uplift.  

However, this PRR represents a significant shift in risk of short pays from Resources to Loads.  To date, despite three bankruptcies of Market Participants, there has never been an uplift to LSEs because short paying Entities have adhered to payment schedules, some of which extend beyond one year.  So to date, Resources have carried short pays.  This PRR would significantly alleviate short pay risk for Resources, shifting much of that that risk to LSEs.  This shift of risk to LSEs is inconsistent with sound policy principles and deviates from the approach taken by other ISOs/RTOs.

Both LSEs and Resources have the ability to influence the direction of the market and market policies through their participation in decision-making activities at ERCOT and their behavior in the market.  As such, LSEs and Resources should share in the risk of short payment as is the case in PJM.  This PRR should not be adopted without an offsetting allocation of uplift liability to Resources.

In addition, while the PRR contemplates a phase-in for short pays that would otherwise qualify for immediate uplift upon implementation, it fails to address the potential for a significant uplift in the future.  Some phase-in for large uplifts should be a feature of this PRR.  In addition, the initial phase-in period should be at least 6 months.
To address these issues, GMEC recommends the following changes to the PRR.

	Revised Proposed Protocol Language


9.4.4  Partial Payments

In the event one or more Invoice Recipient(s) owing monies did not pay in full (short payment) ERCOT will follow the procedure set forth below: 

(1) ERCOT will make every reasonable attempt to collect payment from the short-paying Invoice Recipient(s) prior to one hour preceding the close of bank Business Day CPT on the day that the payment by ERCOT is disbursed to the Invoice Recipient(s).

(2) ERCOT will draw on any available security posted by the QSE(s) who did not pay the amount due.

(3) ERCOT will attempt to draw on any available line of credit to cover payment shortages.

(4) ERCOT will offset any amounts owed or to be owed from ERCOT to a short paying Invoice Recipient against amounts short paid by that Invoice Recipient, and ERCOT will apply the offset amount to cover payment shortages.

(5) If, after executing any available line of credit or applying offset amounts, there are still insufficient funds available for ERCOT to pay all amounts in full (total short pay amount), ERCOT will deduct ERCOT administrative fees as specified in Section 9.6, Settlement Charges, and payments for RMR Services from the amount received and then reduce payments to all Invoice Recipients that are owed monies except for monies owed for RMR Services.  The reductions will be based on a pro rata basis of monies owed to each ERCOT creditor, for services other than RMR Services, in the settlement process for each Settlement Invoice to the extent necessary to clear ERCOT’s accounts to the extent possible on the payment date to insure revenue neutrality for ERCOT.  ERCOT shall provide payment details on all short payments and subsequent reimbursements of short pays to all QSEs.  Details will include the identity of and dollar amount attributable to each short-paying QSE, dollar amounts broken down by Invoice numbers settled.  In addition, ERCOT shall provide the total amount due to the market prior to applying the short pay and the short pay amount on the Invoice.

(6) To the extent that short paid Entities have not been repaid, ERCOT will collect from the QSEs representing LSEs, on a Load Ratio Share basis for the Operating Days covered by the short payment period, and pay to QSEs that were previously short-paid in the following manner:

a. One hundred eighty (180) days following the date on which the payment was due that resulted in the short payment (“Short Pay Date”), or as soon as practicable thereafter, the short paid amount, less amounts held by ERCOT intended to be applied against the short payment (e.g. collateral, offset amounts, recoupment amounts, payments and other credits, even if an order from a court or other Governmental Authority prevents ERCOT from applying those amounts against amounts due from the short paying party) will be uplifted to  QSEs representing LSEs  and Resources as described in paragraph (9) of this section.
b. Three hundred sixty-five (365) days following the Short Pay Date, or as soon as practicable thereafter, any remaining short paid amount that has not been fully repaid, regardless of whether ERCOT is holding funds pending action by a court or other Governmental Authority, will be uplifted to the QSEs representing LSEs and Resources as described in paragraph (9) of this section, unless payment or other release of funds has been ordered by the court or Governmental Authority and is due within three months of the one year anniversary of the Short Pay Date.
c.
Short payment amounts outstanding as of June 30, 2004 that would otherwise be uplifted immediately pursuant to this Section will be uplifted in six (6)  equal monthly payments beginning the month of [insert month following Board approval of PRR] until all such amounts have been uplifted. 
d.
Short payment amounts in excess of $30 million that would otherwise be uplifted immediately pursuant to this Section will be uplifted in installments as set forth herein, beginning with the month in which the total uplift would otherwise occur and continuing until the total short pay amount has been uplifted:

i.
Short payment amounts in excess of $30 million but less than $60 million shall be uplifted in at least six (6) monthly installments;

ii.
Short payment amounts equal to or greater than $60 million but less than $90 million shall be uplifted in at least nine (9) monthly installments; 

iii.
Short payment amounts equal to or greater than $90 million shall be uplifted in at least twelve (12) monthly installments or any greater number of monthly installments as the Board shall direct.  Pending Board approval of a greater number of installments, ERCOT shall uplift on a six (6) month schedule.


(7) Upon the entrance of a payment plan with a short pay Entity, ERCOT will post to the ERCOT website, the short pay plan, the schedule of quantifiable expected payments, and the invoice dates to which the payments will be applied.  The schedule will be updated when or if modifications are made to the payment schedule.

(8) To the extent ERCOT is able subsequently to collect past due funds owed by a short paying Entity, ERCOT shall allocate such funds as are collected to the earliest Invoice for which that Entity remains a short payer.  ERCOT shall use its best efforts to distribute past due funds on a pro rata basis of monies owed on the next Business Day after receipt of the monies, when sufficient funds for the relevant Operating Day are available in this settlement process.

(9)
For purposes of uplift, sixty percent (60%) of the short payment amount shall be allocated to QSEs representing LSEs and forty percent (40%) of the short payment amount shall be uplifted to QSEs representing Resources.  The uplift to QSEs representing LSEs shall be allocated on a Load Ratio Share basis and the uplift to QSEs representing Resources shall be allocated on a generation ratio share basis.
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