Compromise 1


1. The auction will seek two-year capacity product, two years forward.  New auctions will be held every year once the mechanism is triggered.

2. The Capacity product is an obligation to have available capacity either in the bilateral market or bid into the ancillary services market, complying with all bid requirements..

3. ERCOT will hold an auction each year to set the price for this product.  The amount of resources to be procured will be (1 + percent minimum reserve margin) multiplied by the ERCOT’s load forecast for the auction year.  All resources are allowed to participate.  Self-provision by market participants will be allowed.
4. The auction would set a market-clearing price for the product.

5. Resources would qualify for capacity payments only if they can demonstrate their availability.  Generators must demonstrate their availability or ability to begin construction at the time the auction is held (e.g., status of interconnection study or permits, or security).  Load resources would have to demonstrate their ability to interrupt load within the same period.

6. Payment by the LSEs will be based upon market clearing price, allocated by month based on the need for generation (peak load months will have the highest allocation percentage) and will be based on their actual load-ratio share for the month.
7. Generators will be paid if there availability is above a set amount (such as 85% on an annual basis).

8. The market provides credit for the forward payments.  The payments are essentially uplifted to the entire load market, if not otherwise self-provided.

