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Date:
May 14, 2002

To:
Board of Directors

From:
Mark A. Walker, Sr. Corporate Counsel

Subject:
Authorization for Seeking Action from the Public Utility Commission – Petition to PUCT for Extension of Time to Implement Direct Assignment of Local Congestion Costs
Issue for the ERCOT Board of Directors

ERCOT Board of Directors Meeting Date:  May 21, 2002
Agenda Item 11:  Authorization for Seeking Commission Action

	Petition to PUCT for Extension of Time to Implement Direct Assignment of Local Congestion Costs

In the final order on rehearing in PUCT Docket 23220, the Petition for Approval of the ERCOT Protocols, the Commission ordered ERCOT to amend the ERCOT Protocols to directly assign the costs of resolving local (intrazonal) transmission congestion costs to generators responsible for the congestion.  This market rule was ordered to begin six months after $20 million of costs had been accrued for local congestion resolution in a 12-month period.  On March 5, 2002, that threshold was met; therefore ERCOT is required to implement direct assignment of local congestion by September 5, 2002.

The Congestion Management Working Group (CMWG), under the auspices of the Wholesale Market Subcommittee, has been working to develop a plan to comply with the Commission’s order.  The Market Oversight Division of the Commission has been very active in this effort.  ERCOT Staff has participated in a support role.  The CMWG met five times in April (full day meetings) and again on Friday, May 10.  Dr. Shmuel Oren, the Commission’s consultant on market design issues, attended two of the April meetings.  

The CMWG has thus far succeeded in developing two conceptual alternative plans to directly assign local congestion costs, although consensus between Commission Staff and the Market Participants has not been reached.  The CMWG intends to make a recommendation to the WMS in June, along with proposed Protocols language.  ERCOT and affected parties will need time to study the feasibility of the alternatives.  [If ERCOT determines the methodology ordered by the Commission is not feasible, ERCOT is require to promptly notify the Commission so that the Commission can order alternative methods for direct assignment.]  

There are now less than four months before the deadline for implementation of direct assignment of local congestion, and there is still no final consensus or proposed Protocols language to support this requirement – much less sufficient information to begin ERCOT system design and build for implementation.  Because of these uncertainties, ERCOT Staff has determined that it will not be possible to meet the current deadline.

ERCOT Staff requests that the Board authorize Staff to file a petition for an extension of time for the implementation of direct assignment of local congestion costs.  Staff recommends an implementation date of January 8, 2002, to roughly coincide with the new zonal transmission congestion zones to be implemented on January 1, 2002.
  ERCOT Staff believes that this date will allow the CMWG time to complete its work and provide ERCOT the time needed to design, build, test, and integrate the required system changes.  As part of the petition process, ERCOT and other parties will have the opportunity to ask the Commission for modifications to the direct assignment methodology, if necessary, to achieve a workable solution to this issue – including notification to the Commission that the method of direct assignment ordered by the Commission is not feasible, if that is determined by ERCOT.  



	Alternatives:  

(1) Authorize Staff to file the Petition described above;  (2) Deny Staff’s request to the file the Petition; or (3) remand to ERCOT Staff or TAC with instructions.  

	Recommendation:  

ERCOT Staff recommends that the Board authorize Staff to file a Petition requesting a time extension to implement direct assignment of local congestion costs as described above.   



� January 8, instead of January 1, is recommended to avoid system problems associated with initiating several system changes at once – new congestion zones and other system features will begin on January 1.  
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