PRS Recommendation Report

	PRR Number
	625
	PRR Title
	Clarification of Emergency QSE Language

	Timeline

(Normal or Urgent)
	Normal
	Recommended Action
	Approval

	Protocol Section(s) Requiring Revision (include Section No. and Title)
	2.1
Definitions

16.2.4.3
Qualified Scheduling Entity Service Termination

16.2.13
Emergency Qualified Scheduling Entity

	Proposed Effective Date
	February 1, 2006

	Priority and Rank Assigned
	n/a

	Revision Description
	This PRR proposes changes that strengthen or clarify Protocol language that address when and how an Emergency Qualified Scheduling Entity (QSE) may be used.

	Overall Market Benefit
	Clarifies the process for Virtual/Emergency QSE and shortens the timeframe for default.

	Overall Market Impact
	Decreases time to post credit and could transfer risk from market to QSE.

	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)
	The ERCOT Credit Working Group (CWG) supports PRR625 – Clarification of Emergency QSE Language.  Overall, the CWG believes this PRR has positive credit implications.  The CWG has not taken a position concerning whether the notice period a QSE must give when terminating a LSE should be five or seven days, but interested members intend to listen to and participate in the discussion at PRS.  

	Procedural History
	· PRR625 was posted on 8/26/05.
· On 9/14/05, CWG posted comments.

· On 9/29/05, PRS considered this PRR, but deferred any action.

· On 10/14/05, TXU posted comments regarding this PRR.

· On 10/20/05, PRS again considered this PRR.

· On 11/10/05, ERCOT posted an Impact Analysis (IA).

· On 11/11/05, PRS, via email vote did not grant a request for Urgency status for this PRR.
· On 11/17/05, PRS reviewed the IA and Recommendation Report.

	PRS Recommendation (indicate whether all segments were present for the vote, and the segment of parties that voted no or abstained)
	On 10/20/05, PRS voted to recommend approval of PRR625 as revised by PRS.  The motion passed with three opposing votes [Independent generator (1), Independent REP (1) and Independent Power Marketer (1)] and nine abstentions [Muni (3), Independent Generator (2), Independent REP (1), Consumer (1), and Independent Power Marketer (2)].  All market segments were present.
On 11/17/05, PRS reviewed the IA and Recommendation Report and voted to pass this PRR on to TAC.  The motion passed with one abstention from the Independent Generator segment.

	Summary of PRS discussion
	On 10/20/05, ERCOT staff explained the intent of this PRR.  This PRR clarifies in step-wise fashion what will happen when an entity exits the market and specifies the role of the emergency QSE.  ERCOT Staff reported that the CWG supported this PRR.  NOIE market participants reiterated concerns of NOIEs subsidizing the competitive market.  Participants also discussed the need to raise credit and collateral standards to minimize risk to NOIEs, and whether some of the requirements may create barriers to entry and thus reduce the competitiveness of the market.  Participants further discussed the proper length of the notice requirements and whether 20 days will provide proper incentives to cooperate with ERCOT and limit the exposure.  
There was no discussion for the vote on 11/17/05.


	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
	None
	None
	Clarifies the process for Virtual/Emergency QSE and shortens the timeframe for default.

	MARKET SEGMENT                      
	
	
	

	Consumer
	None
	None
	Clarifies the process for Virtual/Emergency QSE and shortens the timeframe for default.

	LSE:
General, Including NOIE
	Decreases time to post credit
	None
	Clarifies the process for Virtual/Emergency QSE and shortens the timeframe for default.

	LSE:
CR & REP
	Decreases time to post credit
	None
	Clarifies the process for Virtual/Emergency QSE and shortens the timeframe for default.

	QSE
	Decreases time to post credit and could switch risk from market to QSE 
	None
	Clarifies the process for Virtual/Emergency QSE and shortens the timeframe for default.

	Resource
	None
	None
	Clarifies the process for Virtual/Emergency QSE and shortens the timeframe for default.

	TDSP
	None
	None
	Clarifies the process for Virtual/Emergency QSE and shortens the timeframe for default.


	Original Sponsor

	Name
	Bob Helton, on behalf of WMS/RMS Joint Task Force

	Company
	American National Power, Inc.

	Segment
	n/a


	Comments Received

	Comment Author
	Comment Description

	CWG 091405
	Noted its support of this PRR.

	TXU Wholesale 101405
	Addressed risk and cost allocation.

	Tenaska 110905
	Raised the concern of creating discriminatory barriers.


	Proposed Protocol Language Revision


2.1
Definitions

Virtual QSE

An LSE whose QSE has provided notice of its intent to terminate its relationship with the LSE and who then fails to meet ERCOT’s creditworthiness requirements to become an Emergency QSE, as set forth in Section 16.2.13.1, Designation as an Emergency QSE or Virtual QSE.
16.2.4.3
Qualified Scheduling Entity Service Termination

If a QSE intends to terminate representation of an LSE or Resource (other than an LSE or Resource serving as its own QSE, in which case this Section does not apply), the QSE will provide Notice to ERCOT and the LSE or Resource no less than twenty (20) days prior to the specified effective termination date (“Termination Date”).

Effective at 2400 on the Termination Date specified by the QSE, the QSE will no longer schedule for or represent the terminated LSE or Resource; provided, however, that the QSE is responsible for settlement obligations the QSE has incurred on behalf of the terminated LSE or Resource prior to the termination. The QSE must submit schedules for the Termination Date and update the schedules pursuant to these Protocols for the Operating Day which is the Termination Date.  Notwithstanding the foregoing, if, before the Termination Date, the LSE/Resource: 

(1)
affiliates itself with a new QSE, or 

(2)
fulfills ERCOT’s creditworthiness requirements in order to become an Emergency QSE,

the QSE that provided notice of the intent to terminate representation of the LSE/ Resource will no longer be responsible for scheduling for the terminated LSE/Resource upon the effective date of the new QSE’s representation of that LSE/Resource or the LSE/Resource qualifying as an Emergency QSE.
Within two (2) Business Days of Notice of a QSE’s intent to terminate representation of an LSE, ERCOT shall notify the LSE of the level of credit the LSE must provide should it become an Emergency QSE, as well as the date by which it must post the required collateral.
16.2.13
Emergency Qualified Scheduling Entity

16.2.13.1
Designation as an Emergency QSE or Virtual QSE
If a QSE has given Notice of its intent to terminate its relationship with an LSE, that LSE must, by noon on the fourth Business Day after the termination notice date, either

(1)
Designate a new QSE; or

(2)
Satisfy all necessary creditworthiness requirements for QSEs as described in this Section 16.2, Registration and Qualification of Qualified Scheduling Entities.
If an LSE meets the creditworthiness requirements, the LSE may be designated as an Emergency QSE and may, upon the Termination Date, be issued digital certificates and given access to the scheduling capabilities of the MIS.  

If the LSE fails to meet the requirements of one of the above options in the timeframe set forth above, ERCOT shall, after notice to the LSE and the PUCT:
(1)
initiate a Mass Transition of the LSE’s ESI IDs pursuant to Section 15.1.2.9, Mass Drop; and 
(2)
once the LSE is no longer represented by its QSE, designate the LSE as a Virtual QSE with a digital certificate for access to the scheduling capabilities of the MIS. The Virtual QSE will be liable for all charges or costs for the ESI IDs it represents until those ESI IDs have been transferred per Section 15.1.2.9. The charges for which the Virtual QSE shall be responsible include all charges associated with Initial, Final and True Up Settlements as well as any Resettlements applying to dates during which the Virtual QSE represented the ESI IDs, along with any and all costs incurred by ERCOT in collecting such amounts.
16.2.13.2
Scheduling by an Emergency QSE or a Virtual QSE
An Emergency QSE or a Virtual QSE:

(1)
May represent only itself and may only submit schedules representing QSE-to-QSE trades and its Obligations.  
(2)
May submit schedules for transactions described in item (1) above only to the extent that those transactions are intended to serve the Load of its own ESI IDs.

16.2.13.3
Requirement to Obtain New QSE or QSE Qualification
Within seven (7) Business Days of receiving designation as an Emergency QSE, an Emergency QSE must either:

(1)
Designate a QSE that will represent the LSE for purposes of scheduling and settlement with ERCOT, or;

(2)
Fulfill all QSE registration and qualification requirements.  
After completing the requirements in item (2), ERCOT may redesignate the Emergency QSE as a QSE.  If an Emergency QSE fails to meet at least one of the requirements listed above within the allotted time, then ERCOT shall, after notice to the Emergency QSE and the PUCT, initiate a Mass Transition of the LSE’s ESI IDs pursuant to Section 15.1.2.9, Mass Drop.
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