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Revisions to this document shall be recommended for approval by the Technical Advisory Committee and approved by the ERCOT Board. 
Procedure for Setting Forward Risk Multiplier

ERCOT may set the forward risk multiplier based on its view of the likelihood of dispatching  Responsive Reserves (RRS) 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 day
, using a methodology very similar to the Seasonal Assessment of Resource Adequacy (SARA).  Each day, ERCOT shall conduct an operations analysis of the likelihood to need RRS to meet demand during the peak hour.  If the peak hour analysis indicates that ERCOT will rely on RRS to meet expected Load, then ERCOT shall study additional hours around peak to estimate the number of hours that could be priced at the system-wide offer cap.  ERCOT may adjust the forward risk multiplier by considering the percentage increase in the last seven days’ average of the ERCOT bus average 345 kV hub price, as described in Section 3.5.2.6, ERCOT Bus Average 345 kV Hub.  Thus, the forward risk multiplier considers the timeframe of the RTL (7 days) and the number of hours that may be priced at or near the System-Wide Offer Cap.  
When calculating the forward risk multiplier based on the above methodology, ERCOT shall apply a floor on the calculated forward risk multiplier of no lower than 1.5, and a “cap” by constraining its price forecast so that no more than six hours of prices are forecasted at the offer cap.
Ultimately, ERCOT has discretion to set the forward risk multiplier based on its operational experience, but this procedure is a guideline that will be used unless operational experience suggests otherwise.  ERCOT shall notify the market when it changes the forward risk multiplier as soon as reasonably practicable.  ERCOT may post the current forward risk multiplier on the Market Information System (MIS) Public Area.
	[NPRR459:  Replace the above sentence with the following upon system implementation:]

ERCOT shall post the current forward risk multiplier on the MIS Public Area.
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