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MEMO

	Date:
	September 9, 2003

	To:
	Board of Directors

	From:
	Clayton Greer, TAC Vice Chair

	Subject:

	True Up Settlement Suspension – Interim Resettlements


Issue for the ERCOT Board of Directors

	ERCOT Board of Director Meeting Date:   September 16, 2003
Agenda Item No.:    10b 


	Issue: 

TAC recommends the Board adopt the following resolution:

 The Board finds that due to unusual circumstances arising from errors in Data Archive extracts needed by market participants to reconcile retail customer assignments and usage data, ERCOT should delay 2003 True-Up Settlement Statements to allow market participants to verify their settlement statements using complete data extracts obtained from ERCOT. 

Pursuant to the authority of the Board of Directors Section 9.2.7 of the ERCOT Protocols, all true-ups for 2003 shall be delayed until market participants have a reasonable amount of time to load complete data extracts and analyze the data, and sufficient time to process any alleged variances as follows: (1) 2003 True-Up Settlement Statements will begin no earlier than 120 days from the date that ERCOT provides the first complete SCR 727 data extracts related to 2003 to market participants, as determined by ERCOT, and (2) alleged data variances indicated in the extracts affecting 2003 True-Up Settlement Statements must be submitted to ERCOT in chronological order beginning 90 days from the date that ERCOT provides the first extract related to 2003.  

Pursuant to the authority of the Board of Directors Section 9.2.5 of the ERCOT Protocols, beginning October 1, 2003, ERCOT shall issue Resettlement Statements beginning with 2003 Trade Days June 10, 11, 12, 13, 16, 17, 19, 20, 21, 22, 24, and 25 and continue thereafter with Resettlement Statements for January 1, 2003, and following Trade Days, until such time as the True Up Settlement Statements for 2003 begin, as provided in this resolution.



	Background/History: 
This recommendation from TAC originated from a proposal by Brad Jones of TXU to TAC to suspend True Up Settlements.  The following are excerpts from TXU’s August 28, 2003, notice to TAC:

TXU submission to TAC

Possible Motion:
Delay 2003 true-up settlements to allow market participants to reconcile their settlement statements using a reliable data extract obtained from ERCOT. 

All true-ups for 2003 should be delayed until market participants have time to load the new data extract, analyze the data, and allow ERCOT, REPs, and TDSPs sufficient time to process any accepted variances. In recognition of this goal, (1) 2003 true-ups will be resumed no earlier than 120 days from the date that market participants received the new extract in its entirety from ERCOT and (2) variances affecting 2003 true-ups will be submitted in chronological order beginning 90 days from the date that market participants received the new extract in its entirety from ERCOT.  

· Background/History: Data Archive Report 

Earlier this year, SCR 727 provided data extracts to market participants for the purpose of validating ERCOT settlement statements.  However, several weeks ago, ERCOT personnel identified a problem with the data archiving processes in ERCOT’s systems that resulted in an incomplete data extract being provided to the market participants.  The data extract was missing usage records that could explain several disputed variances to settlement statements that have been filed by market participants regarding 2002 settlements.  

In response to this information, market participants brought a consensus proposal to the Retail Market Subcommittee of TAC.  The proposal requires that a new data extract, including the missing records, be provided to all market participants in early October.   The new extract will allow market participants to fully evaluate settlement statements for both 2002 and 2003 settlements.

Disputes have been filed at ERCOT by a number of parties for various reasons relative to 2002 settlements.   Any settlement of Alternative Dispute Resolutions (ADRs) after the true ups have been issued for that trade date will necessarily either be resettled or be handled through an uplift to the market.

This motion is intended to allow market participants to validate their 2003 settlement statements in a manner that could avoid a number of disputes, and ultimate ADR filings that would need to be reviewed, evaluated, mitigated or settled. 

Settlement statements with trade dates in 2002 have not been included in this motion because most of those trade dates, under the current calendar of settlements, will be trued up prior to this motion reaching the ERCOT Board for final approval.

A similar motion was offered at the RMS and failed to receive sufficient votes for approval.  There were a large number of abstentions from the RMS vote.

· Key Factors Influencing Issue: 

The key factor influencing this issue is the current timing of 2003 True Up Settlements.  These settlements are presently scheduled to occur prior to the day that a reliable data extract has been provided by ERCOT.  TAC must address this issue such that the Board could review TAC’s decision prior to the scheduled start of 2003 True Up Settlements. 

The present schedule for 2003 True Up Settlements is as follows:

Expected timing of new reliable data extract ( October 5, 2003

Current planned start of 2003 True Up Settlements ( October 1, 2003

Current planned normal processing of True Up Settlements ( December 31, 2003
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A revised schedule for 2003 True Up Settlements under this motion is as follows:

Expected timing of new reliable data extract ( October 5, 2003

Submittal deadline for variances ( as early as January 5, 2004

Start of 2003 True Up Settlements under this motion ( as early as February 5, 2004

Planned normal processing of True Up Settlements ( as early as May 5, 2004
Additional Background

In addition to the rationale offered by TXU, the following considerations were discussed by TAC.

ERCOT Staff suggested adding “interim” Resettlement Statements in tandem with the proposed True-Up suspension period in order to maintain the timeframe that market participant’s expect for financial adjustments in the True-Up Settlement process, as a result of dispute resolution and data corrections.  That is, ERCOT would issue Settlement Statements on the same schedule as the True-Ups would have been issued (without the suspension) until the 2003 True-Ups begin.

Several TAC members expressed a sentiment that ERCOT should take this opportunity to accelerate the recalculation of uplifted Local Balancing Energy Services – certain QSE’s have reached agreements with PUCT Staff to reduce their payments for services related to local congestion in Northeast Texas.  The PUCT Commissioners have expressed their endorsement of these agreements.  Pursuant to the instructions of the affected QSEs, ERCOT has been implementing the payment adjustments (and resulting credits to QSE’s representing loads) in accordance with the Settlement Calendar.  The normal ERCOT process would not effectuate a significant portion of that payment reduction and credits until some time in December 2003.

As indicated in the proposed resolution, TAC recommends that the Resettlement process recommended by ERCOT Staff, as modified to start with the LBES adjustments of June 2003, be included as part of the True-Up Settlement suspension.  The initial Resettlement days indicated in the resolution correspond to the Trade Days where such LBES adjustments are due.

ERCOT Staff indicated they would prepare a proposal to alter the Settlement process in the future to allow for more timely financial settlement.  ERCOT Staff will present this proposal through the Protocol revision process.



	Key Factors Influencing Issue: 
The Board has the discretion to order suspension of Settlement Statements and to order Resettlement Statements to address unusual circumstances.  The proposed resolution addresses two important issues, as discussed above.  

ERCOT Staff has some reservations about taking the June Trade Days out of order in the proposed Resettlement process because that will delay financial recovery by market participants who have been successful in dispute resolution.  However, given the unusual circumstances leading up to the proposed resolution, and the LBES services in question, ERCOT Staff takes no position on the proposed Resettlement schedule.



	Conclusion/Recommendation: 
TAC recommends approval of the proposed resolution.  ERCOT Staff concurs with the recommendation regarding True-Up suspension and interim Resettlement, but ERCOT Staff takes no position on whether to begin Resettlement with the June Trade Days (for LBES payment reduction and credits).
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