Protocols Revision Request


	PRR Number
	678
	PRR Title
	Allocation of RPRS Over-Collection to QSEs

	Protocol Section(s) Requiring Revision (include Section No. and Title)
	6.8.1.16 – Settlement of NSRS Over-Collection (New) 
6.9.2.1.2 – Replacement Reserve Uplift Charge

	Requested Resolution (Normal or Urgent)
	URGENT – Urgent status requested due to the need to correct the current inappropriate allocation of RPRS over-collections as quickly as possible to remove improper incentives created in settlement of the RPRS market.

	Revision Description
	This PRR allocates any over-collection of funds caused by ERCOT deployment of RPRS to QSEs that are scheduling the excess capacity that offset the requirement for RPRS.

	Reason for Revision
	Currently, over-collection of funds for RPRS are distributed back to QSEs on a load-ratio-share basis, regardless of the actual capacity position (i.e., “short” or “long”) of the QSE.  This leads to inappropriate distribution of the over-collected funds to QSEs who may actually be “short” capacity.  The ERCOT Board has instructed market participants to address this issue. 

	Credit Implications (Yes or No, and summary of impact)
	No, this PRR merely re-distributes funds already being awarded to QSEs.

	Relevance to Nodal Market (Yes or No, and summary of impact)

	No, RPRS does not exist in the Nodal Market.  Capacity procurement is handled by a different mechanism.

	Nodal Protocol Section(s) Requiring Revision (include Section No. and Title)
	None

	Timeline

	Date Posted
	

	Please access the ERCOT website for current timeline information.




	Sponsor

	Name
	Larry Gurley

	E-mail Address
	Larry.Gurley@TXU.com

	Company
	TXU Wholesale

	Company Address
	1717 Main Street Dallas TX 75201

	Phone Number
	214-875-8313

	Fax Number
	214-875-9480


	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
	QSEs who are “long” on resources effectively provide the capacity to QSEs who are “short”

	

	
	Impact Area
	Monetary Impact

	Market Cost
	1
	“Long” QSEs
	Increased revenues ($ unknown)

	
	2
	“Short” QSEs
	Increased cost since they would not receive any allocation of the RPRS over-collection ($ unknown)

	
	3
	“Flat” QSEs
	Reduced revenues ($ unknown)

	

	
	Impact Area
	Monetary Impact

	Market Benefit
	1
	
	

	

	Additional Qualitative Information


	1
	

	

	Other
	1
	

	


	Proposed Protocol Language Revision


TXU Wholesale agrees with many ERCOT market participants that the Replacement Reserve Service (RPRS) procurement and settlement processes are not functioning properly and should be modified.  The current allocation of the over-collection of RPRS revenues back to loads on a load-ratio-share basis has been identified as an inappropriate allocation methodology which could be “gamed” by large QSEs at the expense of small QSEs.  This could also result in the perverse outcome of a “short” QSE being paid more for the re-allocation of RPRS than it paid for being “short” in the first place.

The following PRR language revises the allocation of RPRS revenues to pay those QSEs who are “long” (i.e., their resources are greater than their loads), consistent with the allocation of RPRS costs charged to those QSEs who are short (i.e., their loads are greater than their resources).  TXU believes that the appropriate way to allocate revenues and costs associated with RPRS should be based on charging QSEs who are “short” and paying QSEs who are “long”, since “long” QSEs are providing the extra resources that are used to fill part of the need caused by the “short” QSEs.
The following language should be inserted as a new Protocol section 6.8.1.10.1 after existing Protocol section 6.8.1.10 - Zonal or System Wide Replacement Reserve Service Capacity Payment to QSE.
6.8.1.10.1
Allocation of RPRS Over-Collection__

In those instances when monies collected by ERCOT for RPRS exceed the monies paid for RPRS, ERCOT shall allocate the amount over-collected to those QSEs that had Resources in excess of their Adjusted Metered Loads during the periods when RPRS was deployed based on their proportional share of the actual RPRS capacity deployed.
OSCRRPhq
=
-1 *(XUSRPh * ERRPhq / TERRPh)
Given:
ERRPhq
=
Maxi( 0, ( MinMCLiq – AMLiq ) * 4 )

TERRPh
=
SUMq ERRPhq
XUSRPh
=
Maxh(0, (SUMq USRPhq – SUMq PCRPqh))
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 and all applicable RPRS markets executed during the Adjustment Period.
q
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) 

USRPhq
Replacement Reserve Service Under Scheduled Charge ($) by hour for the QSE from Section 6.9.2.1.1.

ERRPhq
Excess resources scheduled by hour for the QSE when RPRS is procured.

OSCRRPhq
Payment ($) to QSEs that have excess resources for hours of RPRS procurement.

TERRPh
Total excess resources scheduled by all QSEs when RPRS is procured.

XUSRPh
Funds collected from QSEs in excess of those paid to QSEs for RPRS procured.
PCRPqh
Service Cost ($) per interval for the QSE of Procured Capacity of Replacement Reserve procured to resolve Zonal Congestion and Capacity Insufficiency.
6.9.2.1.2
Replacement Reserve Uplift Charge

(1)
Prior to direct assignment of Zonal Congestion costs, the QSE’s Obligation for Replacement Reserve procured for CSC Congestion will be recovered as part of the System Congestion Fund described in Section 7.3.3.1, System Congestion Fund.

(2)
The calculation for Replacement Reserve Uplift Charge will be as follows:

UCRPiq 
= 
-1 * (Σ (PCRPiq + LPCRPiq)q + Σ (USRPiq) + Σ (OSCRRPiq) +  TCRPAYRPi + Σ (CSCRPiq)q,CSC) * LRSqi

TCRPAYRPi   
= 
-1 * (Σ(TCRcsci ) * SPCSCi )CSC

Where:

i:
Interval being calculated

q:
QSE

z:
CSC zone being settled

UCRPi:
Replacement Reserve Service Uplift Charge ($)

PCRPiQSE
Service Cost ($) per interval for all QSEs of Procured Capacity of Replacement Reserve procured to resolve Zonal Congestion and Capacity Insufficiency per single Resource

LPCRPiQSE
Service Cost ($) per interval for all QSEs of Procured Capacity of Replacement Reserve procured to resolve Local Congestion per single Resource

USRPiQSE
Replacement Reserve Service Under Scheduled Charge ($) per interval for all QSEs

CSCRPiQSE
Replacement Reserve Service CSC Impact Capacity Charge ($) per interval for all QSEs

LRSqi
Load Ratio Share (Factor) (Adjusted Metered Load / Total System Load) per hourly interval of that QSE

TCRPAYRPi
Payment to TCR Account Holders for RPRS market per hourly interval

TCRcsci
Total number of TCRs per CSC per hourly interval

SPCSCi 
Shadow Price of RPRS per CSC per hourly interval
OSCRRPhq
Payment ($) to QSEs that have excess resources for hours of RPRS procurement.
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