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MEMO

	Date:
	November 11, 2003

	To:
	Board of Directors

	From:
	Beth Garza, TAC Chair

	Subject:

	Appeal of TAC Rejections of PRR 455


Issue for the ERCOT Board of Directors

	ERCOT Board of Director Meeting Date:  November 18, 2003 

Agenda Item No.:  10b


	Issue: 

Appeal by Terri Eaton, representing Green Mountain, of TAC’s rejection of PRR 455.



	Background/History: 
PRR455 – Liability for QSE Default on Obligations to ERCOT and Responsibility for ERCOT Administration Fee.   This PRR was originally proposed by Green Mountain who described the proposal as follows:

This revision would allocate responsibility for default of a QSE among Resources and Loads.  Currently, only Loads bear the risk for default of a QSE.  This provision would allocate liability across both the generation and load sectors of the market in recognition of the fact that both load and generation engage in market behaviors and make decisions and policies that affect the viability of LSEs in the market.  This broader sharing of risk of default of a QSE is a feature of the PJM market and will likely be a feature of the MISO market.  Both of these markets have recognized the need to ensure that Market Participants have an incentive to behave in a manner and to promote decisions and policies that are in the best interests of the market as a whole.

This revision would also allocate the ERCOT administrative charge equally between Resources and Loads consistent with the requirements of PURA §39.151(e).  This allocation is appropriate because both Load and Generation impact ERCOT costs.
PRS recommended rejection of this PRR.  The proposed Protocol language revisions originally submitted by Green Mountain are included in the TAC Action Report for PRR 455.  The submitter filed comments on the PRS recommendation for TAC consideration regarding the PRS Recommendation Report.  In those comments, the submitter requested reconsideration of the PRR as modified by ERCOT’s Comments, dated 09/24/03.

At the November 6, 2003, meeting of TAC, Green Mountain made a motion to approve the PRR, as modified by ERCOT comments.  The motion failed by a vote of 15 for, 14 against, and one abstention.  A second motion was made to formally accept the rejection of the PRR, as recommended by PRS, but that motion also failed by a vote of 15 for, 13 against, and two abstentions.  A third vote to remand the PRR to PRS for further action (and to bring the PRR back to TAC at its January 2004 meeting) also failed by a vote of 18 for, 10 against, and one abstention.  The final action of TAC was, therefore, simply to reject the PRR.

Attachment A is a discussion memorandum from Green Mountain to the Board setting forth in detail the action requested by Green Mountain. The language Green Mountain is requesting be considered is shown in Attachment B.  



	Key Factors Influencing Issue: 

(1) In its appeal to TAC of the rejection of PRR455, Green Mountain requested that TAC consider ERCOT comments on the original PRR’s language.  ERCOT filed comments that suggested modifications to Green Mountain’s request for such TAC consideration. ERCOT’s suggested modifications to the language in Green Mountain’s appeal are included in the language Green Mountain is requesting be considered, shown in Attachment B.

(2) ERCOT Staff has identified the impact on ERCOT systems and staffing to implement this PRR.  A summary of this impact analysis is attached as Attachment C.

(3) This PRR effects a fundamental change to the ERCOT fee structure that has broad policy impacts and should be carefully considered by the Board.

(4) Part of this PRR would alter the fee structure for the current System Administrative Fee.  ERCOT has filed an application seeking PUCT approval of an increase to the Administrative Fee.  The proposed fee structure in PRR 455 is inconsistent with ERCOT’s pending application.  Should the Board approve this PRR, ERCOT Staff may recommend implementing the PRR for the 2005 budget cycle.  Otherwise, ERCOT would have to amend its filing at the PUCT (which may cause delay in obtaining approval of the Fee increase) or make a subsequent application for PUCT approval of the revised fee structure mid year next year.



	Alternatives: 

(1) Approve the PRR as originally submitted, as modified by the requestor (Green Mountain) or as modified by the Board;  (2) Reject the PRR;  (3) Remand to TAC with instructions.



	Conclusion/Recommendation:

TAC rejected PRR 455, thereby indicating lack of support for approval. 
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