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Nodal Transition Period – Selection of Transition Period System Wide Offer Cap

Proposal by REP Nodal Group

1. The REP Nodal Group believes that the SWCAP during the Nodal Transition Period be set at a value consistent with the request by Chairman Hudson of “cost plus 10%”

2. Due at least in part to the difficulty for ERCOT systems to monitor a “cost plus 10%’ mechanism, the IMM proposed, and TPTF approved, a motion that the Transition Period SWCAP be based on Mitigated Offer Caps by unit.

3. As discussed during the November 27, 2007 TPTF meetings, the REP Nodal Group agrees that a Transition Period SWCAP of “X” times FIP would be a fair, equitable, and relatively easy to implement Cap mechanism. 

4. We believe that the value of “X” should be based upon the Mitigated Offer Cap calculation, and that it be a value of 16.
a. The rationale is that Nodal Protocols 4.4.9.4 specify that the Mitigated Offer Caps (for all but units except placed in service after 2004) be 10.5 times FIP or FOP, all times a multiplier of between 1.1 and 1.5, depending upon the capacity factor experienced by the unit during the previous 12 months - (1.1 for capacity factors 50% and greater, to 1.5 for those with a capacity factor less than 1%).

b. A multiplier of 10.5 times 1.5 yields 15.75.  We propose that the Multiplier be “rounded up”, increased from 15.75 to 16.  
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