TAC Recommendation Report

	PRR Number
	440PRR
	PRR Title
	Interim Removal of Market Solution

	Recommended Action
	Approve

	Protocol Section Requiring Revision
	7.4.3, Settlement of Local Congestion Cost

	Proposed Effective Date
	Upon Board approval

	Priority and Rank Assigned
	N/A

	Summary of Impact Analysis
	Impacts ERCOT computer systems, but can initially be supported manually.  Impact to ERCOT staffing.

	Revision Description
	This PRR would remove the consideration of a Market Solution for Local Congestion on an interim basis until December 31, 2003.

	Benefit
	Local Balancing Energy costs for June 2003 reached approximately $53.6 million ERCOT-wide.  Most of this amount was associated with the management of a Local Congestion situation in Northeast Texas for which there was a Market Solution.  This PRR would require that all payments for energy to solve Local Congestion be made based on Out of Merit Energy Service payment calculations.

	PRS Recommendation
	Approved as submitted.

	Technical Advisory Committee Recommendation
	TAC recommends approval of PRR440 as revised by ERCOT comments.


	Proposed Protocol Language Revision


7.4.3
Settlement of Local Congestion Cost
Effective [date to be inserted:  first operating day following the date of ERCOT Board approval] through December 31, 2003, notwithstanding the provisions of any other section of these Protocols, no Market Solution shall be determined to exist for the payment of Resources being deployed in resolving Local Congestion under any circumstances.  

Balancing Energy for Local Congestion shall be paid in accordance with Section 6.8.2.3, Energy Payments of Out of Merit Energy Service. 
	PRR Evaluation

	Non-ERCOT Market Comparison
	No Comparison conducted.

	
	

	

	Comments Author
	Comments Summary

	ERCOT
	Revised language

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	


	Sponsor

	Name
	Dan Jones

	E-mail Address
	dljones@cps-satx.com

	Company
	City Public Service of San Antonio

	Company Address
	401 W. 15th St. Austin TX 78701

	Phone Number
	512.477.7601

	Fax Number
	512.477.5329

	

	Submitter’s Revision Description
	This PRR would remove the consideration of a Market Solution for local congestion under any circumstance on an interim basis until December 31, 2003.

	Submitter’s Reason for Revision
	Local Balancing Energy costs for June 2003 reached approximately $53.6 million ERCOT-wide.  Most of this amount was associated with the management of a local congestion situation in NE Texas for which a Market Solution was determined by ERCOT.

A significant contributing factor (among possible others) to these high costs is the fact that, while unit specific bid premiums are used for selection and deployment for local congestion management, these bids are seldom applied in settlement.  Thus, in an attempt to avoid the selection of certain resources for Local Congestion purposes, many QSEs apparently submit very high unit specific bid premiums.  In the case of the constrained NE Texas line, the determination of a Market Solution along with the pool of very high unit specific bid premiums has led to results that are extremely inconsistent with the expectations of the Market Solution provisions.  

For this reason, interim removal of the Market Solution is appropriate and should be implemented on an expedited basis.  A sunset date of December 31, 2003 has been included under the assumption that an alternative Market Solution approach can be developed and implemented prior to that date.  If it is not, an extension of the requirements of the PRR will be considered.

At its June 16, 2003 meeting, the ERCOT WMS endorsed the submission of the language included in this PRR.  The WMS also endorsed the need to implement this PRR on an expedited basis, including the need for the PRS to designate this as Urgent and forward to TAC with a recommendation that TAC approve the PRR on an expedited basis through special meeting or email vote, and that the TAC recommend that the ERCOT Board also approve the PRR on an expedited basis through special meeting or email vote.
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