PRS Action Report

	PRR Number
	764
	PRR Title
	Temporary Alteration of Settlement Equations Related to the RPRS Under-Scheduled Charge

	Timeline

(Normal or Urgent)
	Urgent
	Action
	Rejected

	Protocol Section(s) Requiring Revision (include Section No. and Title)
	6.9.2.1.1, Replacement Reserve Under Scheduled Capacity

6.9.2.1.2, Replacement Reserve Uplift Charge

	Revision Description
	This PRR proposed to temporarily alter the settlement equations for the Replacement Reserve Service (RPRS) Under-Scheduled charge by uplifting the cost of RPRS on a load ratio share until issues relating to RPRS are corrected.  No sunset date was offered in this PRR.

	Overall Market Benefit
	This PRR would allow additional time for the development of a permanent solution.

	Overall Market Impact
	This PRR may incent Qualified Scheduling Entities (QSEs) to submit short schedules and thus impact RPRS procurement.

	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)
	TBD.

	Procedural History
	· PRR674 was posted on 7/19/06, with a request for Urgent status.
· On 7/20/06, PRS rejected the request for Urgent status.

· On 7/24/06, City Public Service (CPS) Energy posted comments.

· On 8/2/06, PRS discussed this PRR.

· On 8/11/06, the RPRS Task Force (TF) discussed this PRR.

· On 8/17/06, PRS discussed and granted the request for Urgent status.

· On 8/17/06, Constellation NewEnergy (CNE) posted comments.

· On 8/25/06, the RPRS TF again discussed this PRR.

· On 8/31/06, PRS 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 8/31/06, PRS voted on the motion to reject PRR674.  The motion passed by roll-call vote with 14 yeas from the Electric Cooperative (2), Municipally Owned Utility (4), Investor Owned Utility (2), Independent Generator (IG)(2), Consumer (1), and Independent Power Marketer (IPM)(3) Market Segments; nine nays from the IG (3), the Consumer (4), and Independent REP (2) Market Segments; and two abstentions from an Independent REP and an IPM.  The tally was 4.525 for and 2.475 against the motion.  All Market Segments were present for the vote.

	Summary of PRS discussion
	On 8/31/06, PRS discussed making the PRR more acceptable by including competitive procurement and setting a sunset date.  Participants also discussed that bigger contributors to the June 20 events have been addressed and noted that the RPRS procurement and costs are trending downward.  Therefore, drastic measures are unwarranted and could do harm.  Participants contended that PRR674 creates an incentive to be capacity short.  Competitive procurement combined with uplift will discourage capacity from participating in the market, and this is potentially risky in an environment where capacity is increasingly tight.  The sponsor of the PRR countered that the issue is not the amount of capacity being procured, but who pays for it and how much, and that these costs are not appropriately assigned.  Therefore, the problem has not been resolved and PRR674 offers a short-term solution.  The sponsor further noted that the current system causes forward prices to spike and depresses Real-Time prices.  Participants responded that who pays is key to the functioning of the RPRS market – if the cost allocation is changed, market behavior will change and this will affect procurement.  Participants stressed that resources are too constrained to allow for multiple changes to the RPRS system.


	ERCOT/Market Segment Impacts and Benefits


	Assumptions
	1
	None

	

	
	Impact Area
	Monetary Impact

	Market Cost
	1
	Minimal
	

	

	
	Impact Area
	Monetary Impact

	Market Benefit
	1
	Allows additional time for new PRR
	

	

	Additional Qualitative Information


	1
	Unknown

	

	Other
	1
	none

	


	Original Sponsor

	Name
	Eric Goff/Vanus Priestley

	Company
	Constellation NewEnergy, Inc 

	Segment
	Independent Power Marketer


	Comments Received

	Comment Author
	Comment Description

	CPS Energy 072406
	Opposed adoption of PRR674; however, to the extent it moves forward, CPS Energy suggested changes related to certain RPRS costs.

	CNE 081706
	Proposed changes to shorten the time-frame for implementation and using generic costs for calculating RPRS charges by eliminating Step 2 of RPRS procurement.


	Proposed Protocol Language Revision

































6.9.2.1.1
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 +   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


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
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