Board Action Report


	PRR Number
	638
	PRR Title
	Change Settlement Invoice Due Date from 16 Calendar Days to Five Bank Business Days

	Timeline
	Normal
	Action
	Approved

	Protocol Section(s) Requiring Revision (include Section No. and Title)
	9.3, Settlement Invoice 

	Proposed Effective Date
	April 1, 2006

	Priority & Rank Assigned
	N/A

	Revision Description
	This PRR changes the Settlement Invoice Due Date from 16 calendar days to five (5) Bank Business Days.  NOTE:  There is no change to Protocol Sections 9.4.1 (2) and 9.4.3; that is, ERCOT payments due from ERCOT to the market will be made on the next Business Day following the QSE payment date.

	Overall Market Benefit
	Reduction of Credit Exposure.

	Overall Market Impact
	May result in changes to credit and payment related business processes and computer systems

	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.  The credit exposure in wholesale settlement of the ERCOT market should be reduced.  

	Procedural History
	· ERCOT posted this PRR on 10/4/05.

· Credit Working Group posted comments on 11/1/05.

· ERCOT posted comments on 11/10/05.

· PRS considered this PRR on 11/17/05.

· ERCOT posted the Impact Analysis (IA) on 12/5/05.

· PRS reviewed the IA and draft PRS Recommendation Report on 12/16/05.

· TAC reviewed the IA and PRS Recommendation Report on 01/12/06.
· COPS discussed the PRR on 1/24/06.

· TAC reviewed the COPS recommendation to change the effective date of the PRR on 2/2/06.
· The Board considered PRR638 on 2/21/06.

	PRS Recommendation (indicate whether all segments were present for the vote, and the segment of parties that voted no or abstained)
	On 11/17/05, PRS unanimously voted to recommend approval of PRR638 as revised by PRS and accept ERCOT’s comments.  All market segments were present for the vote.

On 12/16/05, PRS voted unanimously to endorse the PRS Recommendation Report and the revisions proposed by ERCOT.  PRS noted that PRR638 has no impact on ERCOT systems.  All market segments were present for the vote.

	Summary of PRS discussion
	On 11/17/05, PRS suggested changing “Business Day” to “Bank Business Day” and accepted ERCOT’s comments that upon approval of PRR638, the Effective Date be set in a manner that identifies the first invoice to have a payment date five 5 Bank Business Days after the Settlement Invoice Date.  

On 12/16/05, ERCOT added clarifying language to incorporate the comments made on 11/17/05.  

	TAC Recommendation (indicate whether all segments were present for the vote, and the segment of parties that voted no or abstained)
	On 1/12/06, with all segments present, TAC voted unanimously to recommend approval of PRR638 as recommended by PRS.

On 2/2/06, with all segments present, TAC voted unanimously to recommend that the effective date of PRR638 be changed from March 1, 2006 to April 1, 2006, as discussed by COPS.

	Summary of TAC discussion
	On 1/12/06, TAC discussed the positive credit implications of PRR638.  It was clarified that once PRR638 is implemented, credit calculations would have to be reviewed before credit exposure is reduced.  PRR638 will not have an immediate effect on liability requirements.

On 2/2/06, TAC discussed the possible negative effects of the combined impact of implementing PRR638 and the transition to 10-day Initial Settlement under PRR568 (Change Initial Settlement from 17 days to 10 Days) on some QSEs.  COPS Chair recommended that the implementation date of PRR638 be delayed to April 1, 2006 to avoid any overlap.    

	Board Action
	On 2/21/06, the Board unanimously approved PRR638 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.

	

	Assumptions
	1
	

	

	
	Impact Area
	Monetary Impact

	Market Cost
	1
	May result in changes to credit and payment related business processes and computer systems
	None. 

	

	
	Impact Area
	Monetary Impact

	Market Benefit
	1
	Reduction of credit exposure
	

	

	Additional Qualitative Information


	1
	

	

	Other
	1
	No impact on ERCOT systems.

	Comments
	2
	


	Original Sponsor

	Name
	BJ Flowers on behalf of COPS

	Company
	TXU Wholesale

	Segment
	IOU


	Comments Received

	Comment Author
	Comment Description

	Credit Work Group 110105
	Supported PRR638, stating that it has positive credit implications.

	ERCOT 111005
	Suggested that upon approval of PRR638, the Effective Date be set in a manner which identifies the first invoice to have a payment date five 5 Bank Business Days after the Settlement Invoice Date.


	Proposed Protocol Language Revision


9.3
Settlement Invoice

Settlement Invoices will be prepared on a net basis for each Invoice cycle.  Invoices will be issued on a weekly basis in accordance with Section 9.1.2, Settlement Calendar.  For each cycle, an Invoice Recipient will either be a net payee or net payor.  The Invoice Recipient is responsible for accessing the information via the MIS once posted by ERCOT.

Each Invoice Recipient will pay any net debit and be entitled to receive any net credit shown in the Invoice on the payment date, whether or not there is any settlement and billing dispute regarding the amount of the debit or credit.


The payment date will be five (5) Bank Business Days after the Settlement Invoice date.  If the payment date does not fall on a Business Day, the Invoice will become due on the next Business Day.  
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