Protocols Revision Request


	PRR Number
	719
	PRR Title
	Texas Regional Entity/NERC/FERC Penalties or Assessments

	Protocol Section(s) Requiring Revision (include Section No. and Title)
	Section 2.1, Definitions 
Section 2.2, Acronyms
Section 9.7.9, Texas Regional Entity/NERC/ FERC Penalties or Assessments (new)
Section 9.7.9.1, Penalties/Assessments Related to One of a Group of Market Participants (new)
Section 9.7.9.2, Penalties/Assessments Not Related to One or a Group of Market Participants (new) 

	Requested Resolution (Normal or Urgent)
	Urgent

	Revision Description
	As an ISO, ERCOT is subject to the risk of monetary and/or non-monetary penalties assessed by the Federal Energy Regulatory Commission (FERC) and/or by North American Electric Reliability Corporation (NERC) or any regional entity to which NERC may delegate enforcement authority, in accordance with FERC Order Nos. 672 and 672-A1 for violations of mandatory Reliability Standards. This Protocol Revision Request (PRR) allows for recovery of the costs of paying or complying with any such penalties.

	Reason for Revision
	To address how to handle penalties issued by the new Texas Regional Entity (TRE), NERC or FERC.

	Credit Implications (Yes or No, and summary of impact)
	This PRR could lead to additional assessments to Qualified Scheduling Entities (QSEs).

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

	Yes

	Nodal Protocol Section(s) Requiring Revision (include Section No. and Title)
	Section 2, Definitions and Acronyms
Section 9.16, Administrative Fees

	Timeline

	Date Posted
	April 16, 2007


	Sponsor

	Name
	Andrew Gallo

	E-mail Address
	agallo@ercot.com

	Company
	ERCOT, Inc.

	Company Address
	7620 Metro Center Dr.

	Phone Number
	512-225-7065

	Fax Number
	512-225-7079


	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
	None.

	
	2
	

	
	3
	

	
	4
	

	

	
	Impact Area
	Monetary Impact

	Market Cost
	1
	Unknown
	Unknown

	
	2
	
	

	
	3
	
	

	
	4
	
	

	

	
	Impact Area
	Monetary Impact

	Market Benefit
	1
	This allows allocation of penalties
Related to violations of NERC reliability standards.
	Unknown

	
	2
	
	

	
	3
	
	

	
	4
	
	

	

	Additional Qualitative Information

	1
	None

	
	2
	

	
	3
	

	
	4
	

	

	Other
	1
	

	Comments
	2
	

	
	3
	

	
	4
	

	


	Proposed Protocol Language Revision


2.1
Definitions
Invoice 
Settlement Invoice 
A notice for payment or credit due rendered by ERCOT based on data contained in Initial, Final, True-Up or any Resettlement Statements. 
TCR Invoice 
An invoice issued to a successful bidder based on a final round of a TCR auction. 

Reliability Standard Violation Penalty (RSVP) Invoice

An invoice issued to a Market Participant as a result of a penalty/assessment by the Texas Regional Entity (TRE), the North American Electric Reliability Corporation (NERC) or the Federal Energy Regulatory Commission (FERC).
Reliability Standard Violation Penalty (RSVP)
Penalties or other financial amounts assessed to ERCOT by the Texas Regional Entity (TRE), the North American Electric Reliability Corporation (NERC) or the Federal Energy Regulatory Commission (FERC) related to violations of the reliability standards established pursuant to the Federal Power Act.
2.2
Acronyms
RSVP
Reliability Standard Violation Penalty
9.7.9
Texas Regional Entity/NERC/FERC Penalties or Assessments
Pursuant to the Federal Power Act, the North American Electric Reliability Corporation (NERC) and the Texas Regional Entity (TRE) promulgate and enforce reliability standards (Reliability Standards). For violations of those standards, ERCOT and/or its Market Participants may face financial penalties. 
If the TRE, NERC or Federal Energy Regulatory Commission (FERC) issues an assessment or penalty for which ERCOT is financially responsible, ERCOT shall allocate the penalty/assessment to its Market Participants through Reliability Standard Violation Penalty (RSVP) Invoices based on the criteria in this Section 9.7.9, Texas Regional Entity/NERC/FERC Penalties or Assessments. ERCOT shall issue RSVP Invoices outside the ERCOT settlement system. RSVP Invoices will be due on the seventh (7th) Bank Business Day from the date on which ERCOT issued the invoice. Market Participants shall make payments to ERCOT by Electronic Funds Transfer (EFT) in U.S. Dollars. If the Market Participant chooses to pay the RSVP Invoice through Automated Clearing House (ACH), ERCOT must receive the payment no less than two (2) Bank Business Days prior to the due date. 

9.7.9.1

Penalties/Assessments Related to One or a Group of Market Participants
If the penalty/assessment resulting from violation of one or more Reliability Standards stems from an action or inaction by a particular Market Participant or group of Market Participants, ERCOT shall require the Market Participant(s) to pay the entire penalty/assessment by issuing an RSVP Invoice on a per capita basis to Qualified Scheduling Entities (QSEs) representing those Market Participants.

9.7.9.2

Penalties/Assessments Not Related to One or a Group of Market Participants

If the penalty/assessment resulting from violation of one or more Reliability Standards stems from an action or inaction that cannot be attributed to a particular Market Participant or group of Market Participants, ERCOT shall issue RSVP Invoices to all QSEs based on their Load Ratio Share, as follows:

RSVPq = (RSVP * LRSq)
Where:
RSVPq   
The QSE’s proportionate share of the total penalty/assessment 
RSVP
The total penalty/assessment 
LRSq  
The QSE’s Load Ratio Share on the date(s) on which the Reliability Standard violation occurred
The allocated amount of any RSVP not related to one or a group of Market Participants shall be due and payable in the month the charge is invoiced, provided the total amount of the penalty does not exceed $1,000,000. In the event the total amount of the RSVP exceeds $1,000,000, ERCOT shall invoice QSEs on a monthly basis until the penalty is fully recovered with the number of months determined per the table below.

	Total RSVP Amount or Compliance Cost
	Number of Months Incurred

	$1 - $1,000,000
	One month

	$1,000,001 - $2,000,000
	Two months

	$2,000,001 - $3,000,000
	Three months

	$3,000,001 - $4,000,000
	Four months

	$4,000,001 - $5,000,000
	Five months

	$5,000,001 - $6,000,000
	Six months

	$6,000,001 - $7,000,000
	Seven months

	$7,000,001 - $8,000,000
	Eight months

	$8,000,001 - $9,000,000 

	Nine months

	$9,000,001 - $10,000,000
	Ten months

	$10,000,001 - $11,000,000
	Eleven months

	Greater than $11,000,000
	Twelve months
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