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	NPRR Number
	468
	NPRR Title
	Alignment of System-Wide Offer Cap and Scarcity Pricing Mechanism Language with PUCT Substantive Rules

	Timeline
	Urgent
	Action
	Recommended Approval

	Date of Decision
	June 21, 2012

	Proposed Effective Date
	August 1, 2012

	Priority and Rank Assigned
	Not applicable.

	Nodal Protocol Sections Requiring Revision
	3.19, Constraint Competitiveness Tests
4.4.11, System-Wide Offer Caps
4.4.11.1, Scarcity Pricing Mechanism 
4.4.11.2, Scarcity Pricing and Mitigated Offer Cap During Nodal Startup (delete)

	Market Guide Section(s) Requiring Revision 
	None.

	Revision Description
	This Nodal Protocol Revision Request (NPRR) removes the specifics for determining the System-Wide Offer Cap (SWCAP) and operating the scarcity pricing mechanism language from the Protocols.  The SWCAP and scarcity pricing mechanism language will be incorporated into the proposed Other Binding Document, “System-Wide Offer Cap and Scarcity Pricing Mechanism Methodology.”

	Reason for Revision
	Removing the specifics from the Protocols and inserting into an Other Binding Document helps to avoid potential conflicts between the Public Utility Commission of Texas (PUCT) rules and the Protocols, eliminating the need to file an NPRR each time the PUCT rule changes.

	Credit Impacts
	To be determined.

	Procedural History
	· On 6/13/12, NPRR468, an Impact Analysis, and a draft Other Binding Document were posted.
· On 6/21/12, PRS considered NPRR468.

	PRS Decision 
	On 6/21/12, PRS unanimously voted to grant NPRR468 Urgent status.  PRS then unanimously voted to recommend approval of NPRR468 and the Other Binding Document as submitted and to forward them to TAC.  All Market Segments were present for the votes.

	Summary of PRS Discussion
	On 6/21/12, ERCOT Staff explained that the current Protocol language for the SWCAP reiterates the PUCT rule.  NPRR468 proposes removal of the specific language related to the SWCAP from the Protocols and incorporating that language into an Other Binding Document, which provides a revision process that allows for more timely updates if changes are made to the PUCT rule.  ERCOT Staff also opined that the revisions proposed in NPRR468 are appropriate even if the PUCT does not amend the SWCAP.


	Business Case

	Business Case
	1
	· Incorporating into an Other Binding Document allows for language to be updated in a timelier manner.


	Sponsor

	Name
	John Dumas/Chad V. Seely

	E-mail Address
	jdumas@ercot.com/cseely@ercot.com

	Company
	ERCOT

	Phone Number
	512-248-3195/512-225-7035

	Cell Number
	

	Market Segment
	Not applicable.


	Market Rules Staff Contact

	Name
	Sandra Tindall

	E-Mail Address
	stindall@ercot.com

	Phone Number
	512-248-3867


	Comments Received

	Comment Author
	Comment Summary

	None
	


Please note that the following NPRRs also propose revisions to sections that are included within this NPRR:

· NPRR444, Supplemental Reliability Deployments

· Section 4.4.11

· NPRR469, Modifications to CCTs

· Section 3.19

	Proposed Protocol Language Revision


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 Technical Advisory Committee (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.        

(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 Independent Market Monitor (IMM) 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 IMM shall notify the market of the estimated time needed to conduct the analysis.  The IMM shall notify the market of any suspended Competitive Constraint before suspension.

(5)
TAC shall approve the Competitive Constraints one month prior to the annual Congestion Revenue Right (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 Market Information System (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.
4.4.11
System-Wide Offer Caps

(1)
The SWCAP shall be determined in accordance with the Public Utility Commission of Texas (PUCT) Substantive Rules.  The System-Wide Offer Cap and Scarcity Pricing Mechanism Methodology, posted on the ERCOT website, shall describe the methodology for determining the SWCAP. 






(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 in accordance with the PUCT Substantive Rules.  The System-Wide Offer Cap and Scarcity Pricing Mechanism Methodology, posted on the ERCOT website, shall describe the methodology for determining the scarcity pricing mechanism.





(2)
By the end of the next Business Day following the applicable Operating Day, ERCOT shall post the updated value of the Peaker Net Margin (PNM) and the current SWCAP on the MIS Public Area.





�Please note that revisions have also been proposed to this section by NPRR469.


�Please note that revisions have also been proposed to this section by NPRR444.





468NPRR-04 PRS Report 062112
Page 1 of 6
PUBLIC


