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	Executive Summary
	The values of and interaction between System-Wide Offer Cap (SWOC), Value-of-Lost-Load (VOLL), and Power Balance Penalty Price (PBPP) must be evaluated as part of implementation of Real-Time Co-optimization (RTC).  This key principle identifies which values are changing and which one are remaining the same.

	Principle Description
	The purpose of Key Principle 1.2, System-Wide Offer Cap and Power Balance Penalty Curve, is to identify the parameters to be used  both before and after meeting the Peaker Net Margin (PNM) threshold with the Resource Adequacy cycle:
1. SWOC

2. VOLL
3. PBPP, currently represented as the Power Balance Penalty Curve (PBPC)
Rules are also identified for the capping of prices under scarcity conditions and this key principle considers the interaction of SWOC between the Day-Ahead Market (DAM) and Real-Time Market (RTM).

	RTCTF Discussion 
	On 8/9/19, ERCOT staff presented material introducing KP1.2 subsections (1) and (2).
On 8/27/19, the RTCTF reached consensus on KP1.2 subsections (1) and (2). Also, ERCOT staff presented material introducing KP1.2 subsection (3).
On 9/19/19, the RTCTF reviewed subsection (3) and discussed the ERCOT, Luminant, and Siddiqi options.  RTCTF narrowed the options to Luminant proposal or Siddiqi proposal for consideration at the next RTCTF.

On 10/9/19, the RTCTF reviewed subsection (3) and reached consensus that there is not a need to adjust Real-Time Market Clearing Prices for Capacity (MCPCs) when there is an ex post capping of energy prices as proposed in (3) and therefore removed (3) from further consideration (relocated to KP8 at the 10/30/19 RTCTF meeting based on TAC discussions). 

On 10/30/19, ERCOT Staff introduced concepts for the potential need for separate SWOC in DAM.

On 11/19/19, the RTCTF reviewed subsection (3) and reached consensus to reference the Value of Lost Load (VOLL) rather than $9,000/MWh when describing the SWOC in DAM.

	TAC Action Requested
	On 9/25/19, TAC vote to endorse KP1.2 subsections (1) and (2) for purposes of informing the Board.
On 1/29/20, TAC vote to endorse KP1.2 subsection (3) for purposes of informing the Board.

	TAC Action Summary
	On 9/25/19, TAC voted to endorse KP1.2 subsections (1) and (2) for purposes of informing the Board.

	ERCOT Opinion 
	

	Board Action Requested
	

	Board Action Summary
	


	Proposed Principle Language


Principle Concepts for TAC Endorsement
3)   For the Day-Ahead Market (DAM), the SWOC will be equal to VOLL.
Principle concepts Previously Endorsed by TAC
1)
For the period of the annual Resource Adequacy cycle where the PNM threshold has not been met, the following parameters will be in effect for the RTM:

a.
SWOC will be equal to $2,000/MWh;

b.
VOLL and the maximum Ancillary Service Demand Curve (ASDC) value will be equal to $9,000/MWh; 

c.
The energy price, exclusive of congestion costs, produced every execution of the RTM will be capped at $9,000/MWh; and

d.
PBPP will be equal to $11,000.01/MWh.

2)
After the PNM threshold has been met, a process will be used to adjust the parameters for the RTM to be:

a.
SWOC will be equal to $2,000/MWh;

b.
VOLL and the maximum ASDC value will be equal to $2,000/MWh; 

c.
The energy price, exclusive of congestion costs, produced every execution of the RTM will be capped at $2,000/MWh; and

d.
PBPP will be equal to $4,000.01/MWh.

Principle Concepts in DisCussion at RTCTF

None
Future Decision Points and Issues for Developing Principle Concepts

None
	Applicable Protocol Section(s)
	

	Impacted System(s) / Application(s)
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