PRS Recommendation Report

	PRR Number
	666
	PRR Title
	Modification of RPRS Under-Scheduled Capacity Charge Calculation

	Timeline
	Urgent
	Recommended Action
	Approval

	Protocol Section(s) Requiring Revision (include Section No. and Title)
	4.7.2 (2),  Schedule Validation Process

6.9.2.1.1, Replacement Reserve Under Scheduled Capacity

	Proposed Effective Date
	TBD.

	Priority & Rank Assigned
	Priority of 2 with a ranking of 1.5.

	Revision Description
	The PRR revises Section 6.9.2.1.1, Replacement Reserve Under Scheduled Capacity, to charge a Qualified Scheduling Entity (QSE) for ERCOT-wide Replacement Reserve Service (RPRS) based on their net ERCOT-wide position.  A clarification is also included for Section 4.7.2(2), Schedule Validation Process, which refers to sections of the Protocols that use the Schedule Mismatch amount.

	Overall Market Benefit
	Allocates costs to procure RPRS for system sufficiency on QSE net-position, system-wide; reduces the over-collection of the under scheduled charge for RPRS; and reduces cost being charged to parties that had no impact on the volume of RPRS being procured by ERCOT.  

	Overall Market Impact
	This PRR will require changes to shadow settlement.

	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 Credit Work Group (CWG) have reviewed PRR666 and do not believe that it requires changes to credit monitoring activity or the calculation of liability.

	Procedural History
	· PRR666 was posted on 5/22/06, with a request for Urgent status.
· The request for Urgent status was denied by email vote on 5/24/06.

· On 6/5/06, Reliant and ERCOT posted comments.

· On 6/7/06, ERCOT posted comments and a Preliminary Impact Analysis (PIA).

· On 6/8/06, PRS reconsidered the request for Urgent status, waived notice, and considered this PRR.

· On 6/12/06, American Electric Power (AEP) posted comments.

· On 6/20/06, AEP posted a second set of comments.

· On 6/20/06, ERCOT posted an updated PIA.

· On 6/22/06, PRS again considered this PRR.

	PRS Recommendation (indicate whether all segments were present for the vote, and the segment of parties that voted no or abstained)
	On 6/8/06, PRS voted to waive notice and reconsider the request for Urgent status.  Both motions passed unanimously. All Market Segments were present for the vote.
On 6/22/06, PRS voted to recommend approval of PRR666 as amended by ERCOT, Reliant and AEP.  The motion passed with three abstentions from the Investor Owned Utility, Municipally Owned Utility and Independent Generator Market Segments.  All Market Segments were present for the vote.
On 6/22/06, PRS also voted to assign a priority of 2 and a ranking of 1.5.  The motion passed with one abstention from the Consumer Market Segment.  All Market Segments were present for the vote.

	Summary of PRS discussion
	On 6/8/06, Reliant Resources reviewed its comments.  ERCOT also reviewed its comments, noting that the proposed revisions only address the way in which the insufficiency should be calculated, but do not change the logic to calculate the mismatches.  Reliant disagreed because the evaluation should be system-wide, not by zone.  ERCOT responded that mismatches are inherently zonal.  ERCOT also expressed concern over providing proper price signals.  Participants discussed whether the original intent was to have those who cause ERCOT to purchase RPRS to pay for it and whether the equations developed in PRR613, Replacement Reserve Under-Scheduled Capacity Delineation, were correct.  Participants also discussed whether it is an issue of ERCOT misjudging its load forecast and charging the QSEs for their need for RPRS and whether mismatches should be part of calculation of the under schedule charge.  Constellation argued that it did not want the charge based on the forecast or based on mismatches due to scheduling with ERCOT.  Participants did not come to resolution on these policy and technical issues, or agreement over the appropriate language for PRR666.
On 6/22/06, Constellation proposed eliminating the “z” variable from the equations.  Participants then discussed whether it is appropriate to tie the resource plan to the need to procure RPRS, and whether it is appropriate to fundamentally change the policy behind RPRS, as is proposed by AEP’s comments.  Some participants also opined that there is a contradiction in creating relationship between energy and capacity, but agreed that when ERCOT procures for system-wide insufficiency, it should be netted across the system against adjusted metered load.  ERCOT reported that this PRR would result in savings below the ten percentile range.  ERCOT also reported that after further review it had determined that this PRR can be implemented.  Participants agreed not to adopt the comments by AEP relating to the resource plans.


	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.

	

	Assumptions
	1
	QSE scheduled purchases from ERCOT show up in the MMQ calculations like a mismatched schedule

	

	
	Impact Area
	Monetary Impact

	Market Cost
	1
	Market Settlements and Credit Staff
	Changes to shadow settlement systems will be required.

	
	2
	Unknown.  Cost of making what is believed to be a minor modification in the calculation of MMQ
	

	
	3
	
	

	

	
	Impact Area
	Monetary Impact

	Market Benefit
	1
	Market Settlements and Credit Staff
	Allocates costs to procure RPRS for system sufficiency on QSE net position system-wide and reduces the overcollection of the under scheduled charge for Replacement.

	
	2
	
	Reduce/eliminate cost being charged to parties that had no impact on the volume of RPRS being procured by ERCOT.  

	

	Additional Qualitative Information


	1
	

	

	Other
	1
	If system changes cannot be made quickly, then a manual work-around is recommended.

	


	Original Sponsor

	Name
	Marguerite Wagner

	Company
	Reliant Resources

	Segment
	Independent Power Marketer


	Comments Received

	Comment Author
	Comment Description

	Reliant  060506
	Proposed corrections to the PRR language.

	ERCOT 060506
	Outlined implementation assumptions and posed clarifying questions.

	ERCOT 060706
	Outlined implementation assumptions and posed clarifying questions.

	AEP 061206
	Proposed revisions to address the mismatch issue.

	AEP 062006
	Proposed corrections to earlier comments.


	Proposed Protocol Language Revision


4.7.2
Schedule Validation Process

(1)
ERCOT will only accept Balanced Schedules.

(2)
ERCOT will check to ensure Inter-QSE Trades match.  If ERCOT identifies mismatched Inter-QSE Trades, ERCOT shall use the following process to remedy mismatches:

(a)
If ERCOT detects a mismatch in the scheduled quantities or Congestion Zone designation for an Inter-QSE Trade for energy, ERCOT shall promptly notify both the receiving QSE and sending QSE that a mismatch exists and shall allow them fifteen (15) minutes to resolve the mismatch and submit modified schedules.

(b)
If mismatched Inter-QSE Trades are not resolved in the allotted time, then ERCOT shall consider any amount of a mismatched Inter-QSE energy schedule submitted by a QSE as a Resource which exceeds the corresponding Inter-QSE energy schedule submitted by a QSE as a Load as a “mismatched amount delivered to ERCOT.”  ERCOT shall also consider any amount of a mismatched inter-QSE energy schedule submitted by a QSE as a Load which exceeds the corresponding Inter-QSE energy schedule submitted by a QSE as a Resource as a “mismatched amount received from ERCOT.”  ERCOT will use these amounts to settle with each offending QSE as specified in Section 6.9.8, Settlement for Mismatched Inter-QSE Energy Schedules, and Section 6.9.2.1, Settlement for RPRS Procured for System-wide Capacity Insufficiency.  Additionally, ERCOT will charge a mismatched schedule-processing fee for providing this service.

(3)
Inter-QSE Ancillary Services Trade Mismatches: ERCOT shall follow the following process to remedy mismatches in Inter-QSE Trades of Ancillary Services:

(a)
If ERCOT detects a mismatch in the Ancillary Service type, scheduled quantities or locations for an Inter-QSE Trade of Ancillary Services, ERCOT shall promptly notify both the receiving QSE and sending QSE that a mismatch exists and shall allow them fifteen (15) minutes to resolve the mismatch and to submit modified Schedules.

(b)
If the QSEs are unable to resolve the mismatch in the allotted time, ERCOT shall adjust the QSEs’ schedules to meet the Ancillary Service Plan.  The adjustment to the schedules will match the Resource.  Any Ancillary Service schedule deficit that results from a mismatch will be filled by the Ancillary Service market.

(c)
If QSEs are unable to resolve a mismatch during the Day Ahead period, ERCOT will purchase any deficient Ancillary Service in the Day Ahead Ancillary Service market on behalf of those QSEs as required.

(d)
If QSEs are unable to resolve a mismatch in the allotted time during the Adjustment Period, ERCOT shall adjust the QSEs’ Schedules to meet the Ancillary Service Plan as described above and will declare a default on any deficient providers as described in Section 6.6.3.2, ERCOT Ancillary Services Procurement During Adjustment Period.

(e)
ERCOT shall notify each QSE whose Schedule has been adjusted as to the adjustment in its Schedule.

6.9.2.1
Settlement for RPRS Procured for System-wide Capacity Insufficiency 
The Settlement for RPRS procured for system-wide capacity insufficiency, for each QSE, is as follows:

6.9.2.1.1
Replacement Reserve Under Scheduled Capacity

(1)
The product of the maximum MCPC of Replacement Reserve procured for the hour (where the MCPC evaluated across all RPRS markets executed for the hour), multiplied by the  QSE’s maximum capacity insufficiency evaluated across all zones for each hour.  A QSE’s capacity insufficiency amount includes the maximum mismatch amount, evaluated across all zones for the hour. For the Operating Hour, a QSE’s maximum capacity insufficiency, isthe sum of (a) and (b) where (a) and (b) are as follows:

The greater of zero (0) or the sum of the difference between a QSE’s Adjusted Meter Load and the QSE’s minimum scheduled Load in each Settlement Interval for the Operating Hour
 the maximum mismatch amount that results from either (i) a mismatch in the QSE’s Schedule as defined in Section 4.7.2, Schedule Validation Process, or (ii) a QSE selecting ERCOT as a Resource, evaluated over all applicable RPRS market snapshots for the hour.

(2)
When ERCOT procures Replacement Reserve Service to resolve system-wide capacity insufficiency, the calculation for Replacement Reserve Service Obligation for underscheduled capacity is:
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Where:












Where:

h
hour in trade day for which ERCOT purchased RPRS for capacity insufficiency 
i
hourly interval being evaluated, i=1, …4 where
intervals 1, 2, 3, and 4 denote the set of 15-minute Settlement Intervals in a given hour

M
RPRS Markets, in the event of multiple RPRS markets for a particular Operating Hour.   --this includes both the Day Ahead RPRS market all applicable RPRS markets executed during the Adjustment Period

q
QSE

qa
Buying QSE

qb
Selling QSE


AMLiq
Adjusted Metered Load (MWh) summed across all zones for a QSE, for Settlement Interval, i, of the settlement hour, h.  This value includes estimated and/or actual meter values and the associated Transmission Losses & Distribution Losses and UFE.


.

CLiq 
QSE’s Scheduled Load (MWh)  by Settlement Interval, i, summed across all zones. (This quantity is evaluated across all snapshots of QSE’s schedule for all RPRS markets for the particular hour) 



MCPCRPMh
Replacement Reserve Service Market Clearing Price of Capacity ($/MW), for the hour h, procured for system-wide insufficiency, over applicable markets, M, for the hour.

MMQiq
Mismatched amount (MW), by interval, i, for the QSE.  (This value is summed across all zones for all intervals in the hour and is evaluated across all applicable schedule snapshots.)
MMSMiqaqb
Mismatched Schedule Quantity (MW) representing either Inter-QSE Trades, or ERCOT scheduled as a Resource by Settlement Interval, i, of the settlement hour, h, by QSE. (This value is summed over all zones.)



QSSATORPi
QSE Supply Schedule for the buying QSE, A, by Settlement Interval, i, of the settlement hour, h, at the time of the Replacement Reserve Market.
QOSATORPi
QSE Obligation Schedule for the selling QSE, A, by Settlement Interval, i, of the settlement hour, h, at the time of the Replacement Reserve Market.



QOSBTORPi
QSE Obligation Schedule for the selling QSE, B, by Settlement Interval, i, of the settlement hour, h, at the time of the Replacement Reserve Market.
QSSBTORPi
QSE Supply Schedule for the buying QSE, B, by Settlement Interval, i, of the settlement hour, h, at the time of the Replacement Reserve Market.



USRPhq
Replacement Reserve Service Under Scheduled Charge ($) for each zone by hour for the QSE
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