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	NPRR Number
	Draft
	NPRR Title
	Scarcity Pricing And Mitigated Offer Cap During the Period Commencing on the Nodal Market Implementation Date and Continuing For A Total Of 45 Days

	Date Posted
	

	
	

	Protocol Section(s) Requiring Revision (Include Section No. and Title)
	4.4.11
System-Wide Offer Caps
3.19
Constraint Competitiveness Tests

	Requested Resolution (Normal or Urgent, and justification for Urgent status)
	Normal

	Revision Description
	1) Adds Subsection 4.4.11.2 which requires that the System Wide CAP (SWCAP) be set to a XX Heat Rate times the Fuel Index Price (FIP) during an initial 45 Operating Day period beginning with the Texas Nodal Market Implementation Date.

2) To add the provision to Section 3.19 that all transmission constraints are treated as non-competitive constraints during the an initial 30 Operating Day period beginning with the Texas Nodal Market Implementation Date.

	Reason for Revision
	1)The purpose of these changes is to add safeguards during an initial shake-down period of nodal market operations to limit the economic consequences of bids and offers as reflected in the DAM and Real Time Settlement Point Prices.  The shake-down period has been selected to allow Market Participants sufficient time to build experience by becoming familiar with the operation of the DAM and Real Time nodal market systems.  The 45 Operating Day Period includes approximately 40 DAM Settlement Statements and 26 Real Time Market Initial Settlement Statements.

The methodology select to implement the safeguards described in this NPRR are accomplished utilizing the existing ERCOT Nodal System Designs and will not, and are not intended, to require ERCOT to change or modify the market system design.  In all cases, either during this shake-down period or during normal operation of the nodal market systems, all DAM and Adjustment Period and Real Time Energy Offers and DAM Ancillary Service Offers are validated against the SWCAP to assure that no offers used in the nodal price calculations for energy or ancillary service capacity exceed the SWCAP in both the DAM and Real Time Market.  Therefore, no special changes are required to the functionality of ERCOT or Market Participant Systems during the initial shake-down period or upon its expiration and the assumption of normal system operations.
2)This Nodal Protocol Revision Request (NPRR) creates a set offer cap for the 45 day period after Nodal startup.  

3)This NPRR incorporates into the Nodal Protocols the Nodal Startup Transition Rules proposal from the IMM, which was approved by TPTF on September 25, 2007.

4)To incorporate into Nodal Protocols a set of Nodal Startup Transition Rules in response to the PUCT Chairman Memo of July 28, 2005 filed in PUCT Project 28500 and “requiring cost based offer limitations for an appropriate time period.”  



	Overall Market Benefit
	The IMM implementation of the PUCT Chairman proposal provides a set of ‘guardrails’ to reasonably protect against unforeseen issues associated with the operation of the nodal market in the period shortly after “go-live.”  

	Overall Market Impact
	Reasonably protect against unforeseen issues associated with the operation of the nodal market in the period shortly after “go-live.”  

	Consumer Impact
	Reasonably protect against unforeseen issues associated with the operation of the nodal market in the period shortly after “go-live.”  

	Credit Implications 

(Yes or No, and summary of impact)
	No

	Reason for Revision (from Transition Plan Task Force (TPTF) Charter Scope)
	 FORMCHECKBOX 
(1) Revisions resulting from Commission orders; 

 FORMCHECKBOX 
(2) Clarifications of Protocol language that do not change the intent or technical specifications of the Protocols; 

 FORMCHECKBOX 
(3) Correction of technical errors or processes that are found to not be technically feasible; 

 FORMCHECKBOX 
(4) Revisions to the Protocols necessary to implement the results of the value engineering analysis or to otherwise avoid severe cost impacts; or

 FORMCHECKBOX 
(5) Other (describe): This NPRR addresses concerns raised by the PUCT Commissioners and Market Participants that actions be taken to lessen the impact of the new requirements necessitated by the start of the Texas Nodal Market until such time as Market Participants have acquired experience operating in the DAM and Real Time nodal market..

	TPTF Review (Yes or No, and summary of conclusion)
	Submitted on behalf of TPTF
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	Sponsor

	Name
	T Doggett on behalf of the TPTF

	E-mail Address
	

	Company
	

	Phone Number
	

	Cell Number
	

	Market Segment
	


	Market Rules Staff Contact

	Name
	

	E-Mail Address
	

	Phone Number
	


	Proposed Protocol Language Revision


4.4.11
System-Wide Offer Caps

(1)
The System-Wide Offer Cap (SWCAP) is as follows:

(a)
The low system-wide offer cap (LCAP) is set on a daily basis at the higher of:

(i)
$500 per MWh for energy and $500 per MW per hour for Ancillary Services; or

(ii)
Fifty times the Fuel Index Price (FIP) of the previous Operating Day, expressed in dollars per MWh for energy and dollars per MW per hour for Ancillary Services.

(b)
The high system-wide offer cap (HCAP) is $2,250 per MWh for energy and $2,250 per MW per hour for Ancillary Services.

(c)
Beginning two months after nodal implementation, the HCAP shall be $3,000 per MWh for energy and $3,000 per MW per hour for Ancillary Services.  

(d)
At the beginning of each annual resource adequacy cycle, the SWCAP shall be set equal to the HCAP and maintained at this level as long as the peaker net margin (PNM) during an annual resource adequacy cycle is less than or equal to $175,000 per MW.  During an annual resource adequacy cycle, the SWCAP shall be as set forth above in items (b) and (c) above, unless the PNM has exceeded $175,000 per MW by the date specified.  If the PNM exceeds $175,000 per MW during an annual resource adequacy cycle, on the next Operating Day, the SWCAP shall be reset to the LCAP for the remainder of that annual resource adequacy cycle.

(2)
Any offers that exceed the current SWCAP shall be rejected by ERCOT. 

4.4.11.1
Scarcity Pricing Mechanism 

(1)
ERCOT shall operate the scarcity pricing mechanism (SPM) as follows:

(a)
The SPM operates on an annual resource adequacy cycle, starting on January 1 and ending on December 31 of each year.

(b)
For each day of the annual resource adequacy cycle, the peaking operating cost (POC) shall be ten times the FIP for the previous Operating Day.  The POC is calculated in dollars per megawatt-hour (MWh).

(c)
For the purpose of this Section, the Real-Time energy price (RTEP) shall be measured as the ERCOT Hub Average 345 kV Hub price.

(d)
For the current annual resource adequacy cycle, the PNM shall be calculated in dollars per megawatt (MW) on a cumulative basis for all past intervals in the annual resource adequacy cycle as follows:

∑((RTEP – POC) * (.25)) for each settlement interval where (RTEP – POC) >0

(e)
By the end of the next Business Day following the applicable Operating Day, ERCOT shall post the updated value of the PNM and the current SWCAP on the MIS Public Area.

4.4.11.2
Scarcity Pricing And Mitigated Offer Cap During the Period Commencing on the Nodal Market Implementation Date and Continuing For A Total Of 45 Days

(1)
During the period starting with the Texas Nodal Implementation Date and continuing for a total of 45 Operating Days, the SWCAP is set by ERCOT on a daily basis at XX times the Fuel Index Price (FIP) of the previous Operating Day, expressed in dollars per MWh for energy and dollars per MW per hour for Ancillary Services. By the end of the next Business Day following the applicable Operating Day, ERCOT shall post the updated value of the PNM and the current SWCAP on the MIS Public Area..

(2)
ERCOT shall notice the market on the 45th Operating Day that the SWCAP will be set equal to the HCAP as determined in accordance with Section 4.4.11(1) effective at 0000 hrs on the 46th operating Day.

(3)
During the period starting with the Texas Nodal Implementation Date and continuing for a total of 30 Operating Days, ERCOT shall treat all contingency/limiting Transmission Element pairs identified on the TAC approved Competitive Constraint List as non‑competitive constraints for the purposes of Section 6.5.7.3 (5), The two-step SCED methodology.  ERCOT shall notice the market on the 30th Operating Day that the TAC approved Constraint Competitive List will become effective at 0000 hrs on the 31st Operating Day for the purposes of Section 6.5.7.3 (5), The two-step SCED methodology.

3.19
Constraint Competitiveness Tests
(1)
Unless the Board approves changes, the “Competitive Constraints” are the contingency/limiting Transmission Element pairs that represent the Commercially Significant Constraints (CSCs) and Closely Related Elements (CREs), as those terms were defined in the ERCOT Protocols, immediately prior to Texas Nodal Market Implementation Date. The ERCOT Board may approve changes to the Competitive Constraints from time to time, whether before the Texas Nodal Market Implementation Date or after.  A contingency/limiting Transmission Element pair is designated a Competitive Constraint by TAC approval.  Among other relevant factors, TAC shall consider the results of the Test Procedures 1 and 2, as described in Section 3.19.1, Annual Competitiveness Test in reaching its determination as to whether or not a Transmission Element pair should be considered as a Competitive Constraint.  Any contingency/limiting Transmission Element pair not designated as a Competitive Constraint is deemed to be a non-competitive constraint. Notwithstanding the foregoing, as described in Section 4.4.11.2, Scarcity Pricing And Mitigated Offer Cap During the Period Commencing on the Nodal Market Implementation Date and Continuing For A Total Of 45 Days, during the 30 Operating Day period beginning with the Texas Nodal Implementation Date all TAC approved Competitive Constraints will each be deemed to be a non-competitive constraint.
 (2)
An appropriate subcommittee approved by TAC (“TAC Subcommittee”) may develop an alternative list through the analysis described below for determining Competitive Constraints.  

(3)
The TAC Subcommittee shall perform the following analysis with the goal of developing an objective standard for determining Competitive Constraints:

(a)
Contingency analysis – based on reasonable generation dispatch that would lead into a set of elements to be studied.

(b)
Constraint Competitiveness Test (CCT) - using the parameters described in Section 3.19.1, Annual Competitiveness Test; Section 3.19.2, Monthly Competitiveness Test; and Section 3.19.3, Daily Competitiveness Test.

(c)
Initial analysis of the CSCs and CREs and additional proposed contingency/limiting Transmission Element pairs for possible modifications or designation to their status as a Competitive Constraint  must be completed prior to the Texas Nodal Market Implementation Date and subsequent analysis shall be on-going.

(d)
At a minimum, the CCT should be performed at least once per month and the results compared to the existing TAC-approved Competitive Constraints list.  Based on the comparison, the TAC Subcommittee may evaluate alternative methodologies or alternative Competitive Constraints and report the results of these evaluations to the TAC.

(4)
The WEMM may suspend a Competitive Constraint from being designated as competitive for a specified period of time necessary to allow for analysis, but not to exceed 60 days.  The WEMM shall notify the market of the estimated time needed to conduct the analysis.  The WEMM shall notify the market of any suspended Competitive Constraint before suspension.

(5)
TAC shall approve the Competitive Constraints one month prior to the annual CRR Auction.  Prior to each monthly CRR Auction, TAC shall approve updates to the Competitive Constraints that are applicable for the following monthly auction.  Any Competitive Constraint not determined to be competitive by TAC shall be deemed to be non-competitive.(6)
ERCOT shall post the Competitive Constraints to the MIS Secure Area at least five Business Days before any change takes effect. ERCOT shall post any Competitive Constraints that have been suspended and the duration of the suspension as soon as practicable to the MIS Secure Area.
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