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Date:
April 9, 2002

To:
Board of Directors

From:
Les Barrow, TAC Chairman

Subject:
Proposal for Distribution of System Congestion Fund

Issue for the ERCOT Board of Directors

ERCOT Board of Directors Meeting Date:  April 16, 2002
Agenda Item 3b:  Proposal for Distribution of System Congestion Fund

	PRS Resolution

At its March 26, 2002, meeting, PRS approved the Recommendation below.  At its April 4, 2002, meeting, TAC approved the PRS Recommendation:

PRS Recommendation

PRS recommends that TAC approve the following Resolution and send to the Board for their consideration.

Whereas, there is a balance of 4.5 million dollars remaining in the 2001 System Congestion Fund;

Whereas, subsequent to the January 2002 Protocol changes, ERCOT requires guidance as to the disposition of this balance;

Whereas, the January 2002 version of Protocols intended that this balance be credited back on a QSE Load Ratio Share basis;

Whereas, the predominant shortfall in the System Congestion Fund balance occurred in August 2001.

Resolved, that the balance in this account should be credited back to QSEs on a cumulative Load Ratio share of energy basis during the period of July 31, 2001, through August 31, 2001. 



	Background:

Prior to direct assignment of the costs to resolve Zonal Congestion in the transmission system, which began on February 15, 2002, Zonal Congestion costs were paid by all QSEs on a load ratio share basis.  Most of such costs were covered by the System Congestion Fund (SCF).  The SCF was funded by a fee charged to all QSEs representing Loads, approved by the Board at $0.072 per megawatt hour, and the SCF was used as needed to pay for Zonal Congestion.  Costs not covered by the SCF were covered by the Balancing Energy Neutrality Adjustment (BENA).

The Fund is no longer required for payment of Zonal Congestion costs.  Almost $5 million remains in the Fund.  The PRS Recommendation is intended to recommend to the Board a method of disbursing the SCF.

The guidance from the Protocols provisions governing the SCF (now repealed), is as follows:

7.3.3.1 (5) Any over collection into the SCF will be kept in an interest bearing account to be used to offset future CSC/Zonal Congestion cost and or returned on a QSE Load Ratio Share upon moving to a direct assignment of cost methodology of CSC/Zonal Congestion.  



	Alternatives:  

(1) Approve the PRS Recommendation regarding the SCF as presented or as modified by the Board;  (2) reject the Recommendation;  or (3) remand to TAC with instructions.  



	Recommendation:  

TAC recommends that the Board approve the PRS Recommendation and direct ERCOT Staff to distribute the SCF funds in accordance with the Recommendation.
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