Board Action Report

	PRR Number
	562
	PRR Title
	Permanent Elimination of Market Solution for Local Congestion

	Timeline

(Normal or Urgent)
	Urgent
	Action
	Approved

	Protocol Section(s) Requiring Revision (include Section No. and Title)
	7.4.3  Settlement of Local Congestion Costs

	Effective Date
	February 1, 2005

	Priority and Rank Assigned
	Not applicable; included in PRR485 project.

	Revision Description
	Section 7.4.3 regarding the prohibition of the use of a Market Solution for Local Congestion payment is scheduled to expire Feb. 1, 2005.  This revision would eliminate the date of such expiration.

	Overall Market Benefit
	Prevents ERCOT from reinstating the Market Solution concept which has been demonstrated to not function properly.

	Overall Market Impact
	None

	Consumer Impact
	None

	Credit Impacts:  Has the Credit Workgroup reviewed the PRR?  If so, are there credit impacts? (indicate Yes or No, and if Yes, include a summary of impact)
	Yes.  ERCOT credit staff and the CWG have reviewed PRR562 and do not believe that it requires changes to credit monitoring activity or the calculation of liability.

	Procedural History
	· PRR 562 was posted on 12/16/04.
· PRS approved urgent status by email on 12/20/04.
· ERCOT posted comments on 12/20/04 and an Impact Analysis on 1/5/05.
· PRS considered this PRR on 1/6/05.

· TAC considered this PRR on 1/6/05 and voted to recommend approval on 1/10/05.
· The BOD considered this PRR on 1/18/05.


	PRS Recommendation (indicate whether all segments were present for the vote, and the segment of parties that voted no or abstained)
	On 1/6/05, PRS recommended approval of PRR562 as revised by ERCOT comments.  There were six votes against the motion to approve (Independent Generator and Independent Power Marketer) and two abstentions (Independent Generator).  All market segments were present.

	Summary of PRS discussion
	PRS discussed whether removing deadlines entirely affects the motivation to correct the Market Solution concept or implementation of PRR485.  PUCT MOD Staff stated that eliminating the Market Solution Test (MST) is consistent with Docket 24770
, as ERCOT made a good faith effort to implement the MST but could not correct flaws in service selection and pricing.

	TAC Recommendation (indicate whether all segments were present for the vote, and the segment of parties that voted no or abstained)
	TAC members recommended approval of this PRR by email vote on 1/10/05.  There were 19 yeas, five nays and three abstentions.  Members of the Independent Power Marketer, Independent Generators, IOU segments voted against the motion and members of the Independent Power Marketers and Independent Generator abstained.  All market segments participated in the vote.


	Summary of TAC discussion
	The PRR was only briefly discussed to explain the procedural history and the email process.

	Board Action
	The Board approved PRR562 as recommended by TAC.


	ERCOT/Market Segment Impacts and Benefits


Instructions:  To allow for comprehensive PRR consideration, please fill out each block below completely, even if your response is “none,” “not known,” or “not applicable.”  Wherever possible, please include reasons, explanations, and cost/benefit analyses pertaining to the PRR.

	
	Impact
	Benefit

	
	Business
	Computer Systems
	

	ERCOT
	None
	None
	Prevents the reinstatement of flawed mechanisms that will disrupt the stability of the market

	MARKET SEGMENT                      
	
	
	

	Consumer
	None
	None
	Prevents the reinstatement of flawed mechanisms that will disrupt the stability of the market

	LSE:
General, Including NOIE
	None
	None
	Prevents the reinstatement of flawed mechanisms that will disrupt the stability of the market

	LSE:
CR & REP
	None
	None
	Prevents the reinstatement of flawed mechanisms that will disrupt the stability of the market

	QSE
	None
	None
	Prevents the reinstatement of flawed mechanisms that will disrupt the stability of the market

	Resource
	None
	None
	Prevents the reinstatement of flawed mechanisms that will disrupt the stability of the market

	TDSP
	None
	None
	Prevents the reinstatement of flawed mechanisms that will disrupt the stability of the market


	Original Sponsor

	Name
	Dan Jones 

	Company
	City Public Service of San Antonio

	Segment
	Municipal


	Comments Received

	Comment Author
	Comment Description

	ERCOT 122004
	Comments support this PRR and add language to create consistency with PRR485.


	Proposed Protocol Language Revision


7.4.3
Settlement of Local Congestion Costs

Net Local Congestion costs will be settled in the Balancing Energy settlement process.

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.

	[PRR562:  Upon system implementation of PRR485, replace Section 7.4.3 with the following:]
Net Local Congestion costs will be settled in the Balancing Energy settlement process.








�  Report of the Electric Reliability Council of Texas (ERCOT) to the PUCT Regarding Implementation of the ERCOT Protocols, Docket No. 24770 (August 20, 2003).
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