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	Nodal Protocol Sections Requiring Revision 
	4.1, Introduction
6.1, Introduction

	Requested Resolution 
	Urgent.   Urgency is requested in order to give ERCOT the right tools to address outcomes inconsistent with efficient operation of the ERCOT market in a timely manner.

	Revision Description
	This Nodal Protocol Revision Request (NPRR) details the process for notifying Market Participants of market outcomes in the Day-Ahead Market (DAM) and Real-Time Market (RTM) that are inconsistent with the “efficient operation of the market” in the ERCOT Region, as that term is defined in paragraph (c)(2) of P.U.C. Subst. R. 25.503, Oversight of Wholesale Market Participants.  This NPRR calls on ERCOT to: (a) consult with the Independent Market Monitor (IMM) and Public Utility Commission of Texas (PUCT) Staff regarding actions that are inconsistent with the efficient operation of ERCOT markets; and (b) to provide a Notice to all Market Participants when such actions are identified.  The NPRR further gives ERCOT discretion to implement corrective measures and advise Market Participants to discontinue practices that are inconsistent with efficient operation of the market.  The NPRR authorizes the ERCOT Board to: (a) resettle any Settlement Interval in which a Market Participant takes actions contrary to the corrective measures identified in the Notice; and (b) review any corrective measures taken by ERCOT at its next regularly scheduled Board meeting, unless a special meeting is required before then.

	Reason for Revision
	P.U.C. Subst. R. 25.503(f)(12) places duties on Market Participants and ERCOT Staff to identify to the appropriate ERCOT subcommittee any “provision in the ERCOT procedures that produces an outcome inconsistent with the efficient and reliable operation of the ERCOT-administered markets.”  P.U.C. Subst. R. 25.503 defines “efficient operation of the market” as “[o]peration of the markets administered by ERCOT, consistent with reliability standards, that is characterized by the fullest use of competitive auctions to procure ancillary services, minimal cost socialization, and the most economical utilization of resources, subject to necessary operational and other constraints.”
Since the Nodal market began operations in December 2010, market outcomes have been identified that ERCOT contends are inconsistent with the efficient operation of the market.  These anomalous outcomes have resulted from flaws in the design or implementation of Nodal market procedures or systems that created unintended consequences in ERCOT-administered markets.  
Under the current Protocols, ERCOT has insufficient ability to prevent or control the impact of such problems.  ERCOT may put Market Participants on notice that such problems have arisen in the market, but ERCOT has very limited authority to correct prices so as to eliminate the market distortions created by such issues.
The NPRR authorizes ERCOT to provide a Notice to Market Participants when a problem has been identified, and to advise Market Participants that continued participation in identified activities may result in price corrections and resettlement actions by the ERCOT Board.  The NPRR provides the ERCOT Board with increased flexibility regarding the conditions under which it may approve price corrections to remedy anomalous market outcomes. 

The NPRR recognizes that once problems are identified, their resolution may require Protocol and system changes that cannot be implemented immediately.  In order to mitigate future inconsistent market outcomes, the NPRR gives ERCOT authority to notify Market Participants of these outcomes and instruct corrective measures going forward.  Any such corrective measures will be subject to ERCOT Board review at the next scheduled meeting of the ERCOT Board, unless circumstances dictate a special meeting be called to address the situation.   

	Overall Market Benefit
	Ensures the efficient and reliable operation of the ERCOT-administered markets by allowing ERCOT to identify and remedy inconsistent market outcomes that are not based upon competitive price signals. 

	Overall Market Impact
	None.

	Consumer Impact
	None. 

	Credit Implications 
	Not Applicable.


	Quantitative Impacts and Benefits
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	Market Cost
	
	Impact Area
	Monetary Impact

	
	1
	None.
	None.
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	Market Benefit
	
	Impact Area
	Monetary Impact

	
	1
	Efficient and reliable operation of the ERCOT-administered markets.
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	Sponsor

	Name
	Chad V. Seely / John Dumas

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

	Company
	Electric Reliability Council of Texas, Inc. (ERCOT)

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

	Cell Number
	Not Applicable 

	Market Segment
	Not Applicable


	Market Rules Staff Contact

	Name
	Ann S. Boren

	E-Mail Address
	aboren@ercot.com

	Phone Number
	512-275-7411


	Proposed Protocol Language Revision


4.1
Introduction 

(1)
The Day-Ahead Market (DAM) is a daily, co-optimized market in the Day-Ahead for Ancillary Service capacity, certain Congestion Revenue Rights (CRRs), and forward financial energy transactions.  

(2)
Participation in the DAM is voluntary, except for Reliability Must Run (RMR) Units, the participation of which is governed by their respective RMR Agreements and Section 4.4.8, RMR Offers. 

(3)
DAM energy settlements use DAM Settlement Point Prices that are calculated for Resource Nodes, Load Zones, and Hubs for a one-hour Settlement Interval using the Locational Marginal Prices (LMPs) from DAM.  In contrast, the Real-Time energy settlements use Real-Time Settlement Point Prices that are calculated for Resource Nodes, Load Zones, and Hubs for a 15-minute Settlement Interval.  

(4)
To the extent Day-Ahead operations produce outcomes inconsistent with the efficient operation of the DAM, ERCOT, after consultation with the Independent Market Monitor (IMM) and Public Utility Commission of Texas (PUCT) Staff, shall notify all Market Participants of the DAM outcomes that are considered inconsistent with efficient operation of the ERCOT market.  Once an inconsistent outcome has been identified, ERCOT may advise Market Participants to refrain from taking certain actions until a solution has been implemented.  ERCOT may take corrective measures to ensure the efficient operation of the DAM is maintained.
(a)
ERCOT’s decision to impose corrective measures is subject to review and approval by the ERCOT Board at the following month’s regularly scheduled meeting, unless a special meeting is required due to the urgency of the situation.
(b)
ERCOT may resettle any Settlement Interval in which a Market Participant takes action contrary to ERCOT’s advisory regarding such actions, or contrary to the corrective measures identified in the Notice, including Settlement Intervals involving outcomes inconsistent with the efficient operation of the ERCOT market that occurred prior to ERCOT’s notification to Market Participants required in this subsection.  Resettlement in these circumstances requires approval by the ERCOT Board.
(c)
After DAM LMPs, Market Clearing Prices for Capacity (MCPCs), and Settlement Point Prices are final, if ERCOT determines that prices are in need of correction pursuant to this section, it shall notify Market Participants and describe the need for such correction.  DAM LMPs, MCPCs, and Settlement Point Prices cannot be changed unless the ERCOT Board finds that the DAM LMPs, MCPCs, or Settlement Point Prices are significantly affected by the actions identified as inconsistent with the efficient operation of the ERCOT market.
6.1
Introduction

(1)
This Section addresses the following components: the Adjustment Period and Real-Time Operations, including Emergency Operations.

(2)
The Adjustment Period provides each Qualified Scheduling Entity (QSE) the opportunity to adjust its trades, Self-Schedules, and Resource commitments as more accurate information becomes available under Section 6.4, Adjustment Period.  During the Adjustment Period, ERCOT continues to evaluate system sufficiency and security by use of Hour-Ahead Reliability Unit Commitment (RUC) processes, as described in Section 5, Transmission Security Analysis and Reliability Unit Commitment.  Under certain conditions during the Adjustment Period, ERCOT may also open one or more Supplemental Ancillary Service Markets (SASMs), as described in Section 6.4.8.2, Supplemental Ancillary Services Market.

(3)
During Real-Time operations, ERCOT dispatches Resources under normal system conditions and behavior based on economics and reliability to match system Load with On-Line generation while observing Resource and transmission constraints. The Security-Constrained Economic Dispatch (SCED) process produces Base Points for Resources. ERCOT uses the Base Points from the SCED process and uses the deployment of Regulation Up (Reg-Up), Regulation Down (Reg-Down), Responsive Reserve (RRS), and Non-Spinning Reserve (Non-Spin) to control frequency and solve potential reliability issues.

(4)
Under Emergency Conditions, as described in Section 6.5.9, Emergency Operations, ERCOT may implement manual procedures and must keep the Market Participants informed of the status of the system.

(5)
Real-Time energy settlements use Real-Time Settlement Point Prices that are calculated for Resource Nodes, Load Zones, and Hubs for a 15-minute Settlement Interval, using the Locational Marginal Prices (LMPs) from all of the executions of SCED in the Settlement Interval.  In contrast, the Day-Ahead Market (DAM) energy settlements will use DAM Settlement Point Prices that are calculated for Resource Nodes, Load Zones, and Hubs for a one-hour Settlement Interval.  
(6)
To the extent Real-Time operations produce outcomes inconsistent with the efficient operation of the Real-Time Market (RTM), ERCOT, after consultation with the Independent Market Monitor (IMM) and Public Utility Commission of Texas (PUCT) Staff, shall notify all Market Participants of the RTM outcomes that appear inconsistent with efficient operation of the ERCOT market.  Once an inconsistent outcome has been identified, ERCOT may advise Market Participants to refrain from taking certain actions until a solution has been implemented.  ERCOT may take corrective measures to ensure the efficient operation of the RTM is maintained.
(a)
ERCOT’s decision to impose corrective measures is subject to review and approval by the ERCOT Board at the following month’s regularly scheduled meeting, unless a special meeting is required due to the urgency of the situation.

(b)
ERCOT may resettle any Settlement Interval in which a Market Participant takes action contrary to ERCOT’s advisory regarding such actions, or contrary to the corrective measures identified in the Notice, including Settlement Intervals involving outcomes inconsistent with the efficient operation of the ERCOT market that occurred prior to ERCOT’s notification to Market Participants required in this subsection.  Resettlement in these circumstances requires approval by the ERCOT Board.

(c)  
After Real-Time LMPs, SASM Market Clearing Prices for Capacity (MCPCs), and Real-Time Settlement Point Prices are final, if ERCOT determines that prices are in need of correction pursuant to this section, it shall notify Market Participants and describe the need for such correction.  Real-Time LMPs, SASM MCPCs, and Real-Time Settlement Point Prices cannot be changed unless the ERCOT Board finds that the Real-Time LMPs, SASM MCPCs, or Real-Time Settlement Point Prices are significantly affected by the actions identified as inconsistent with the efficient operation of the ERCOT market.   
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