Texas Regional Entity Fee Methodology Revision
Proposal
Protocol Revision Request (PRR720) changes how ERCOT will issue invoices to collect the Texas Regional Entity Fee (TREF).
Background:
The Texas Regional Entity (TRE) has been established by ERCOT as a separate division to be the “Regional Entity” responsible to NERC for reliability compliance and reporting.   Initially the TREF was included as part of the ERCOT System Administration Fee on ERCOT Settlement Statements as the method of collection and funding for TRE obligations. The Delegation Agreement between the TRE and the NERC requires total functional separation between ERCOT-TRE and ERCOT-ISO.
As a result, ERCOT has concluded that, in order to foster the functional separation, ERCOT should collect the TREF separate and apart from ERCOT-ISO billings to Market Participants. PRR720 provides for an off-line collection of the TREF to:

a) More functionally separate ERCOT-TRE activities from ERCOT-ISO operations;

b) Provide for a new process to ”calculate the TREF”;

c) Separate the TREF obligation as a “Market Service” and not include the charge on Settlement Statements; 
d)  Insert a new process “that ERCOT shall calculate a QSE’s proportionate share of the quarterly TREF by multiplying the QSE’s estimated average Load Ratio Share  for the three months prior to the month in which ERCOT sends the TREF Invoice by the total quarterly amount of the TREF”, as follows:

TREFq = (TREF * LRSq)

Where:

TREFq =  
The QSE’s proportionate share of the total quarterly TREF 

TREF = 
The total quarterly TREF for the upcoming quarter

LRSq = 
The QSE’s estimated Load Ratio Share for the three months prior to the month in which ERCOT sends the TREF Invoice 

e)  ERCOT will issue a separate, independent invoice to Market Participants for the TREF.

PRS reviewed PRR720 at it’s June 21st meeting. Following discussion, PRS members voted unanimously to send this PRR to COPS to address questions raised during PRS discussions and report back at the July 19th PRS meeting.  Specifically:

a) PRS requested clarification and/or additional guidance regarding the appropriate collection dates for the TREF (COPS);

b) The manner in which the Load Ratio Share (LRS) is calculated (COPS);

c) A process for handling invoice disputes and short-pays (COPS);

d) The jurisdictional issues related to the TRE and where TRE-related provisions should reside (i.e. in the Protocols or in the contract or elsewhere) (ERCOT Legal); and,

e) Whether there needs to be an NPRR to carry the new fee collection mechanism over to the Nodal Market (?TPTF)

Discussion from the Chair:
PRR 720 sets out a new calculation to recover the TREF different and apart from the existing process and assessment of the TREF.  The understanding from PRS discussions is that, by doing this, ERCOT-TRE further separates itself from ERCOT-ISO in the eyes of NERC and FERC.  
To initiate thought and for discussion purposes only, because PRS is requesting consideration and a response from COPS at the July 10th meeting in the form of a report to them by July 21st, I submit:

1. ERCOT Settlements and other affected staff provide to COPS and RMS how  PRR720 as proposed would be implemented including:

a. Procedures required to implement PRR720 including, but not limited to, the calculating and issuance of a separate TREF bill; the crafting of separate collection processes and the internal chart of accounts establishing the separation of funds and TREF.
b. Identify the incremental staffing and additional costs to Market Participants over the existing TREF billing process.

c. I am told that TRE is not a separate corporation, but rather a designated division of ERCOT.  If TRE is a separate division (perhaps not unlike an internal auditor having a special reporting relationship different from others) ERCOT staff need to identify the “separation benefit” gained from such significant change in how the TREF is calculated and collected.
2. As a suggestion, given the communication received related to this issue, perhaps the original intent of TRE separation from ERCOT operations could be more reasonably perfected by:
a. Maintaining the existing TREF recovery process as identified within the Settlement Statement; and,

b. By implementing a new procedure/process (approved by the BOD and PUCT) requiring ERCOT Finance Personnel to deposit daily the portion of billing payments received that relate directly to the TREF and insure that such receipts are deposited into a separate TRE bank account having defined restrictions as to use only for TRE and insulated from access by ERCOT operations.

