From: Wholesale Market Subcommittee [mailto:WMS@LISTS.ERCOT.COM] On Behalf Of Hobbs, Kristi
Sent: Wednesday, November 24, 2010 7:04 AM
To: WMS and Others
Subject: ERCOT Response to WMS Revisions to ERCOT Business Practice Document: Mitigated Offer Cap

The following message is being sent on behalf of ERCOT Legal:

WMS Approval of ERCOT Business Practice: Mitigated Offer Cap

Pursuant to Nodal Protocol Section 4.4.9.4.1(e), ERCOT must describe the process for developing mitigated offer caps in paragraphs (a) and (b) of that section and present the process for approval to the appropriate Technical Advisory Committee (TAC) subcommittee.  On November 17, 2010, ERCOT presented a Business Practice document titled “Developing Mitigated Offer Cap” to the appropriate TAC subcommittee – Wholesale Market Subcommittee (WMS) – for its approval.  The Business Practice document contains a “Protocol Disclaimer” which states “if any conflict exists between this document and the ERCOT Nodal Protocols, the ERCOT Nodal Protocols shall control in all respects.”  At its meeting, WMS made changes to the Business Practice document that directly conflict with paragraphs (a) and (b) of Section 4.4.9.4.1.  As such, ERCOT cannot accept WMS’ approved changes and therefore gives notice that Section 4.4.9.4.1(a) and (b) controls over the Business Practice document.     

More specifically, WMS added the following language on page 8 of the Business Practice document:

Each point on the Mitigated Offer Cap Curve is the greater of:

(i) For dual-fuel units: K * min (FIP, FOP); for single-fuel units: K * (FIP or FOP, as applicable)
(ii) Verifiable Incremental Cost Curve in a above.

This new language differentiates the use of Fuel Index Price (FIP) or Fuel Oil Price (FOP) for “dual-fuel units” and “single-fuel units.”  This change is contrary to the Protocol requirement that ERCOT construct an incremental Mitigated Offer Cap curve such that each point on the Mitigated Offer Cap curve is created from the minimum of FIP or FOP for all Generation Resources if greater than the verifiable costs.  See Nodal Protocol Section 4.4.9.4.1(a) and (b).  The Protocol requirement was developed in Nodal Protocol Revision Request (NPRR) 090, Corrections of FIP-FOP in Energy Offers, which was approved by the ERCOT Board of Directors on February 19, 2008.  ERCOT designed the Market Management System (MMS) based upon NPRR090 which does not differentiate between “dual-fuel” or “single-fuel” Generation Resources.  Any changes to incorporate this distinction would need to go through the Protocol revision request process.  ERCOT looks forward to discussing this matter at the December 2010 TAC meeting.

