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Preamble
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The intent of this Preamble is to define and reaffirm the values, principles and internal controls that Market Participants are expected to follow in conducting their business activities within ERCOT. The Preamble is intended to complement the internal principles and practices of each individual company and to guide companies as they conduct their operations in the ERCOT market. Compliance with the Preamble allows companies to assure their customers, investors, legislators, regulators, the public and other market participants

that their business activities are, and will continue to be, conducted with integrity. In

addition, assurance is given that unlawful and unethical trading practices are not

tolerated, that public disclosures of trading information are accurate, and that

companies will endeavor to abide by these ethical standards and maintain sound trading

practices.

Clear, consistent and well-constructed market rules also are necessary. Without

good rules, the strongest commitment to ethical standards will not result in the

market efficiencies needed to provide maximum benefit to consumers. Each

company operating in ERCOT commits to work with regulators, policy makers and

other market participants to develop such rules and standards, thereby

strengthening the competitive markets necessary to power the economy and provide

ongoing value to consumers.

Compliance with ERCOT Market Protocols and Operating Guides

1. Purpose and Intent of ERCOT Protocols and Operating Guides – The ERCOT Protocols and Operating Guides set forth the rules for participation in the ERCOT markets so as to ensure that the reliability of the ERCOT electric system is maintained at all times; that the market function is, at a minimum, workably competitive; and that all accredited entities have an equal opportunity to participate and compete in the ERCOT markets in a manner that is not unreasonably discriminatory.

2. Intent – An entity operating in the ERCOT Markets may not knowingly operate in a way that violates the purpose and intent of the ERCOT Protocols and Operating Guides, as that entity reasonably understands the purpose and intent of the entirety of the ERCOT Protocols and Operating Guides. 

3. Knowledge – An entity operating in the ERCOT Markets has an obligation, through its appropriate personnel, to know, understand, and abide by the rules contained in the ERCOT Protocols and Operating Guides and may not knowingly operate in a way that violates such rules.

4. Uncontrollable forces – An entity operating in the ERCOT Markets may at times be unable to comply with the rules of the ERCOT Protocols or Operating Guides for reasons that are beyond its control. An entity that is not able to comply with a requirement because of unanticipated constraints has an obligation to notify ERCOT immediately when it first acquires knowledge of such constraints.  
5. Good Faith standard – Whenever the ERCOT Protocols or Operating Guides require that an entity make its “best effort” or a “good faith effort” to meet a requirement, or similar language, the entity, through its appropriate personnel, has an obligation to act in accordance with the requirement, except when it is not possible to do so, or when doing so would endanger public health and safety, the reliability of the system or is physically not possible.  

I. Ethical Standards

Core Value: Integrity

Conducting business activities with integrity is the essence of ethical conduct.

Integrity means conducting business activities in an honorable and principled

manner consistent with the ethical standards and sound trading practices set forth

herein.

Ethical Standards

Market Participants will:

1. Conduct their business in accordance with all applicable laws,

regulations, tariffs and rules, and in good faith, and with a commitment

to honest dealing.

2. Not engage in fraudulent behavior.

3. Honor the terms and conditions of their contracts with ERCOT.

4. Engage only in transactions with legitimate business purposes, such

as managing business risk or that otherwise have economic

substance. In no event will companies engage in any transactions

intended to boost revenues or volumes artificially, or intended to

manipulate market prices.



 [this is addressed in Sec. 1.5.4]
6. Cooperate with transmission system operators in the implementation of

system rules and reliability requirements, and manage the physical

operation of supply resources and the scheduling of power

transactions in a manner that is consistent with the reliable operation of

the transmission grid.

7. Adopt, adhere to, and enforce risk management policies and structures

that are designed to ensure that power-trading activities are conducted

in accordance with this Preamble.

8. When reporting financial results, do so in a manner that fairly presents

the financial health of the company, consistent with applicable

accounting principles and applicable securities and other requirements.

 [This section is awkward, unclear and appears duplicative]









II. Information Disclosure and Documentation

Core Value: Candid and Complete Disclosure

Markets depend on trust in the accuracy of market information and transparency of

market behavior and that the confidentiality of commercially sensitive information

entrusted to each company will be maintained.

Information Disclosure and Documentation Standards

Market Participants will:

1. Provide market and transaction information to regulators and

market monitors in compliance with all applicable rules and

requirements and continue to cooperate with regulators and

market monitors as reasonably necessary to assist in their

understanding of market operations.



 [duplicative]
3. Ensure that any information disclosed to the media, including

market publications and publishers of surveys and price indices, is

accurate and consistent.

4. Maintain and adhere to internal procedures designed to ensure

that all market activities are properly documented 
 as required under applicable laws and regulations.


IV. Implementation
Core Value: Comprehensive Corporate Implementation
Each Market Participant will have management systems designed to

ensure appropriate, timely and ongoing review of practices to achieve the objectives set forth 
in this Preamble

.

Implementation Standards

Market Participant’s management systems will:

1. Provide for proper training of the appropriate personnel on the provisions of this

Preamble.

2. Maintain internal standards, policies, procedures and/or controls to

promote practices consistent with the objectives of this Preamble, and with other standards of

sound practices and market commitments, and provide for

the periodic internal or external audit of such standards, policies,

procedures and controls.

3. Provide an environment that encourages employees within the

organization to engage in confidential

discussions and to disclose to senior management any practices that may be inconsistent with this Preamble

4. Establish clear lines of accountability for the company’ s power

practices, including provisions relating to the

responsibilities of corporate officers, with appropriate oversight by

the Board of Directors or other senior corporate management

committee.

Add the following new section to Section 1: Overview as Section 1.5, re-number existing Section 1.5 to 1.6 and existing Section 1.6 to 1.7:

1.5 Prohibited Activities
ERCOT wholesale market participants are prohibited from engaging in the following activities.  If ERCOT or the Public Utility Commission determines that a wholesale market participant has engaged in any of these activities, the wholesale market participant may be subject to enforcement action by the Public Utility Commission of Texas or loss of ERCOT certification.
1.5.1 Artificial Congestion Prohibited

An ERCOT Market Participant shall not willfully and knowingly schedule energy from a resource in ERCOT if the Market Participant’s purpose in the schedule was both:

(1) to create congestion; and 

(2) to establish a condition under which the Market Participant would receive payment (such as an OOME down payment) to resolve the congestion that was created by the Market Participant’s scheduled transaction.

If a Market Participant demonstrates that its scheduling of energy from a resource had a reasonable economic purpose other than the creation of congestion or the receipt of payment for resolving congestion, it shall be conclusively presumed that the Market Participant did not schedule that energy from a resource for the purpose of creating congestion or establishing a condition under which it would receive payment to resolve congestion.

1.5.2 Physical Withholding Prohibited

An Market Participant that owns or controls a generating facility shall not willfully and knowingly:

(1) declare that a generating facility has been forced out of service or is unavailable if the Market Participant knows that such declaration is false and makes the declaration for the purpose of increasing prices for electric capacity or energy; or

(2) limit the reported capability of such facility with the intent to increase electric capacity or energy prices substantially above the level that would otherwise prevail in the relevant competitive market.

1.5.3 Wash Trades Prohibited

AMarket Participant shall not willfully and knowingly enter into any contract or other arrangement to purchase from, or sell to, any other Market Participant electric energy and simultaneously arrange a financially offsetting trade with such other Market Participant or entity for the same product, to be delivered in the same quantity at the same location and at the same time and same price, so that collectively the purchase and sale transactions have no economic substance, but are instead entered into with an intent to deceptively affect reported revenues, trading volume, or prices.

1.5.4 Collusion Prohibited

This provision shall be interpreted in accordance with federal and state antitrust statutes and judicially-developed standards under such statutes regarding collusion.  A Market Participant shall not willfully and knowingly: 

(1) agree with another Market Participant that each such Market Participant will sell electric capacity or energy at only a particular price;

(2) agree with another Market Participant that each such Market Participant will engage in conduct that has both the purpose and effect of raising, depressing, fixing, pegging, or stabilizing the price of electric capacity or energy in ERCOT; or

(3) agree with another Market Participant that each such Market Participant will restrict their production of electric energy with the intent of affecting the market price of electric energy in ERCOT.
This provision shall not be interpreted to prohibit legitimate joint operating arrangements or alliances of Market Participants designed to achieve economies of scale, reduce operating costs, or otherwise enhance business activities by legal means.
1.5.5 Market Manipulation Prohibited

AMarket Participant shall not willfully and knowingly enter into any contract or other arrangement for the purchase or sale of electric energy in ERCOT with the intent to fraudulently or deceptively affect the Market Participant’s reported revenues or trading volumes.

1.6 ERCOT Fees and Charges

No other changes to this section

1.7 Rules of Construction

No other changes to this section
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