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Procedure for Setting Forward Risk Multiplier

ERCOT should set the forward risk multiplier based on its view of the likelihood of Dispatching reserves priced at the System-Wide Offer Cap (from the Ancillary Services Methodology) to meet energy requirements based on the hourly system-wide Load forecast (the sum of all Weather Zones) for two days from the current day when compared to all actual Resource availability from the Outage Scheduler (considering Planned Outages and Forced Outage risk) for the same period.  If ERCOT’s forecast indicates that the Load in an hour will be within 200 MW of the non-reserved capacity, then it should begin to raise the forward risk multiplier.  ERCOT should adjust the forward risk multiplier by considering the percentage increase in the average Load Zone ERCOT bus average 345 kv hub price as described in Section 3.5.2.6, ERCOT Bus Average 345kV Hub,

 if the number of hours forecasted are priced at the System-Wide Offer Cap.  For example, if the seven day average price is $75, and ERCOT forecasts three hours at the System-Wide Offer Cap, then the multiplier would be 2.05 if the System-Wide Offer Cap was $4,500.  Thus, the forward risk multiplier should consider the timeframe of the RTL (7 days) and the number of hours that may be priced at or near the System-Wide Offer Cap.  Ultimately, ERCOT has discretion to set the forward risk multiplier based on its operational experience, but this procedure is a guideline that should be used unless it results in an unexpected outcome.  ERCOT shall notify the market when it changes the forward risk multiplier.
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