Board Action Report


	PRR Number
	688
	PRR Title
	ERCOT Nodal Implementation Surcharge

	Timeline
	Urgent
	Action
	Approved

	Protocol Section(s) Requiring Revision (include Section No. and Title)
	9.4.4, Partial Payments

9.7.7(new), ERCOT Nodal Implementation Surcharges

	Effective Date
	October 1, 2006

	Priority & Rank Assigned
	Priority 1, Rank 7.5

	Revision Description
	This PRR documents how ERCOT shall calculate the Nodal Implementation Surcharge (NIS) to comply with the Final Order issued in Public Utility Commission of Texas (PUCT), Docket No. 32686, Application of the Electric Reliability Council of Texas for Approval of a Nodal Market Implementation Surcharge and Request for Interim Relief, to fund implementation of the nodal market redesign.

	Overall Market Benefit
	Provides an interim mechanism to fund implementation of the nodal market redesign. 

	Overall Market Impact
	Creates a new charge for QSEs representing net metered generation.

	Consumer Impact
	Unknown.

	Credit Impacts:  Has the Credit Work Group 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 have reviewed PRR688 and do not believe that it requires changes to credit monitoring activity or the calculation of liability.


	Procedural History
	· PRR688 was posted on 8/28/06.

· On 8/29/06, ERCOT Staff submitted comments.

· On 8/30/06, PRS granted Urgent status via email vote.

· On 8/30/06, ERCOT submitted an Impact Analysis (IA) and a Cost Benefit Analysis (CBA).
· On 8/31/06, PRS considered this PRR.
· On 9/7/06, TAC considered this PRR.

· On 9/19/06, the ERCOT Board of Directors 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 unanimously to waive notice and consider PRR688.  PRS then voted to recommend approval of the PRR as modified by ERCOT staff comments.  There was one abstention from the Independent Power Marketer (IPM) segment.  Also on 8/31/06, PRS voted to assign PRR688 a priority of 1 and a rank of 7.5.  There were two abstentions from the IPM and Independent Generator segments.  All Market Segments were present for the votes.

	Summary of PRS discussion
	On 8/31/06, the submitter explained that PRR688 represents an interim mechanism that can be implemented by ERCOT by 10/1/06.  The final mechanism will be implemented through a nodal PRR (NPRR020, ERCOT Nodal Implementation Surcharge).  PRS also discussed the ability of Reliability-must-Run (RMR) providers submitting verifiable costs to recover the charge.

	TAC Recommendation (indicate whether all segments were present for the vote, and the segment of parties that voted no or abstained)
	On 9/7/06, TAC voted to recommend approval of PRR688 as recommended by PRS, subject to the Board’s satisfaction that the exemption issue is adequately addressed.  There was one opposing vote and one abstention, both from the IOU Market Segment.  All Market Segments were present for the vote. 

	Summary of TAC discussion
	TAC discussed whether the Oklaunion exemption for generation through a DC Tie would be maintained for the interim NIS; whether such an exemption would be consistent with the PUCT Order; whether including the generation in the interim NIS would raise any interstate jurisdictional issues; whether PUCT Order in Docket No. 32686 contemplates a “true-up” and what form it would take; whether determination of the final NIS requires a full hearing at the PUCT and when ERCOT Staff would submit a filing to initiate that hearing; and that Market Participants have the opportunity to comment on the final NIS through NPRR020, ERCOT Nodal Implementation Surcharge.

	Board Action
	The Board approved PRR688 as recommended by TAC.


	ERCOT/Market Segment Impacts and Benefits


	

	Assumptions
	1
	

	

	
	Impact Area
	Monetary Impact

	Market Cost
	1
	QSEs representing net metered generation
	$0.0663/MWh

	

	
	Impact Area
	Monetary Impact

	Market Benefit
	1
	Implementation of a nodal market
	Unknown

	

	Additional Qualitative Information


	1
	Compliance with PUC Order.  Docket No. 32686.  

	

	Other
	1
	

	


	Original Submitter

	Name
	Bill Barnes on behalf of ERCOT

	Company
	ERCOT

	Market Segment
	n/a


	Comments Received

	Comment Author
	Comment Description

	ERCOT 082906
	Correction to Section 9.4.4(4) and clarifies Section 9.7.7.


	Proposed Protocol Language Revision


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 the 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 pledged to ERCOT by the QSE(s) who did not pay the amount due.

(3)
ERCOT will offset or recoup 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 amount offset or recouped to cover payment shortages.

(4)
If, after taking the actions set forth in items (2) and (3), above, ERCOT still does not have sufficient funds to pay all amounts in full (total short pay amount), ERCOT will deduct ERCOT administrative fees as specified in Section 9.7, Administrative Fees, and payments for RMR Services from the amount received or collected and then reduce payments to all Invoice Recipients owed monies from ERCOT 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 ensure revenue neutrality for ERCOT.  ERCOT shall provide to all QSEs payment details on all short payments and subsequent reimbursements of short pays.  Details will include the identity of and dollar amount attributable to each short-paying QSE and dollar amounts broken down by Invoice numbers.  In addition, ERCOT shall provide the total amount due to the Market Participants prior to applying the short pay and the short pay amount on the Invoice.

9.7.7
ERCOT Nodal Implementation Surcharge

ERCOT shall calculate the nodal implementation surcharge (“NIS”) by multiplying total net metered generation by a nodal surcharge factor.  The nodal surcharge factor will be a flat rate as authorized by the PUCT.  The NIS will appear as a separate Market Service on the Settlement Statement. ERCOT shall charge the NIS on a daily basis to QSEs representing Generation Resources, broken down by the appropriate quantity per Settlement Interval. QSE total net metered generation will be the total of the net metered generation aggregated to the QSE level.  ERCOT will charge the NIS until it has recovered the full cost of implementing the nodal market redesign, at which time the NIS will end.  The NIS is not a neutral fee, as it is the amount ERCOT collects to fund implementation of the nodal market redesign.

QNSiq
=
NODSF * MRiq
Where:

QNSiq:
QSE NIS per interval ($)

MRiq:
Real-Time net metered generation in MWh per interval for the given QSE

NODSF:
Nodal surcharge factor ($/MWh)

i:
15 minute Settlement Interval being calculated

q:
QSE
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