[image: image2.png]ERCOT



System-Wide Offer Cap and Scarcity Pricing Mechanism Methodology 
ERCOT Public


ERCOT BUSINESS PRACTICE
System-Wide Offer Cap and Scarcity Pricing Mechanism Methodology
Effective XXXXXX
Version 
Document Revisions
	Date
	Version
	Description
	Author(s)

	
	
	
	


Approval Authority
Title:  Manager, 
Name:  
Sign:  
Date


PROTOCOL DISCLAIMER
This Business Practice describes ERCOT Systems and the response of these systems to Market Participant submissions incidental to the conduct of operations in the ERCOT Texas Nodal Market implementation and is not intended to be a substitute for the ERCOT Nodal Protocols (available at http://www.ercot.com/mktrules/nprotocols/current), as amended from time to time. If any conflict exists between this document and the ERCOT Nodal Protocols, the ERCOT Nodal Protocols shall control in all respects.
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1. System-Wide Offer Caps
The System-Wide Offer Cap (SWCAP) shall be determined in accordance with the Public Utility Commission of Texas (PUCT) Substantive Rules.
(a)
The methodology for determining the SWCAP is as follows:

(i)
The low system-wide offer cap (LCAP) is set on a daily basis at the higher of:

(A)
$500 per MWh for energy and $500 per MW per hour for Ancillary Services; or

(B)
Fifty times the Fuel Index Price (FIP) of the previous Operating Day, expressed in dollars per MWh for energy and dollars per MW per hour for Ancillary Services.

(ii)
The high system-wide offer cap (HCAP) shall be $3,000 per MWh for energy and $3,000 per MW per hour for Ancillary Services.  

(iii)
At the beginning of each annual resource adequacy cycle, the SWCAP shall be set equal to the HCAP and maintained at this level as long as the Peaker Net Margin (PNM) during an annual resource adequacy cycle is less than or equal to $175,000 per MW.  If the PNM exceeds $175,000 per MW during an annual resource adequacy cycle, on the next Operating Day, the SWCAP shall be reset to the LCAP for the remainder of that annual resource adequacy cycle.

(b)
Any offers that exceed the current SWCAP shall be rejected by ERCOT.
2. Scarcity Pricing Mechanism  
ERCOT shall operate the scarcity pricing mechanism in accordance with the PUCT Substantive Rules.  
(a)
The methodology for determining the scarcity pricing mechanism is as follows:

(i)
The scarcity pricing mechanism operates on an annual resource adequacy cycle, starting on January 1 and ending on December 31 of each year.

(ii)
For each day of the annual resource adequacy cycle, the Peaking Operating Cost (POC) shall be ten times the FIP for the previous Operating Day.  The POC is calculated in dollars per MWh.

(iii)
For the purpose of this Section, the Real-Time Energy Price (RTEP) shall be measured as the ERCOT Hub Average 345 kV Hub price.

(iv)
For the current annual resource adequacy cycle, the PNM shall be calculated in dollars per MW on a cumulative basis for all past intervals in the annual resource adequacy cycle as follows:

∑((RTEP – POC) * (.25)) for each settlement interval where (RTEP – POC) > 0

(b)
By the end of the next Business Day following the applicable Operating Day, ERCOT shall post the updated value of the PNM and the current SWCAP on the Market Information System (MIS) Public Area.
(c)
When the calculated PNM exceeds $175,000 per MW, the SWCAP shall be changed to the LCAP in the following manner:

(i)
On the Operating Day that the PNM exceeds $175,000 the HCAP will remain in effect for the balance of the day (Day 1).

(ii)
During the next Operating Day (Day 2), ERCOT shall send a Market Notice that the LCAP is going into effect for the following Operating Day (Day 3).  At the end of Day 2 and following the last SCED interval at approximately 2355, the System Operator will approve the switchover from the HCAP to the LCAP.

(iii)
All SCED intervals for Day 3 and through the end of the calendar year will use the LCAP.

(iv)
On December 31 following the last SCED interval at approximately 2355, the System Operator will approve the switchover from the LCAP up to the HCAP for the next year.
3. System-Wide Offer Cap and Scarcity Pricing Mechanism Methodology Revision Process

Revisions to the System-Wide Offer Cap and Scarcity Pricing Mechanism Methodology shall be approved by the appropriate Technical Advisory Committee (TAC) Subcommittee.  Upon approval of revisions, ERCOT shall post the revised System-Wide Offer Cap and Scarcity Pricing Mechanism Methodology to the ERCOT website within three Business Days.
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