Board Report


	NPRR Number
	342
	NPRR Title
	Notification and Actions to Address Outcomes Inconsistent With Efficient Operation of the ERCOT Market

	Timeline
	Urgent
	Action
	Approved

	Date of Decision
	April 19, 2011

	Effective Date
	Upon ERCOT Board Approval.

	Priority and Rank Assigned
	Not applicable.

	Nodal Protocol Sections Requiring Revision 
	4.1, Introduction
4.5.3, Communicating DAM Results

6.1, Introduction

6.3, Adjustment Period and Real-Time Operations Timeline

	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 gives ERCOT discretion to implement corrective measures and advise Market Participants to discontinue practices that are inconsistent with efficient operation of the ERCOT-administered markets.  This NPRR allows the ERCOT CEO to deem any NPRR designed to correct such activity as Urgent.   

It is assumed that prior to taking actions allowed by NPRR342, ERCOT shall 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-administered markets.

	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(c)(2) 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.  
The current Protocols do not sufficiently prevent or control the impact of such problems.  ERCOT may put Market Participants on Notice that such problems have arisen in the market, but there is very limited ability to correct prices so as to eliminate the market distortions created by such issues.  
The NPRR authorizes ERCOT to implement corrective measures and advise Market Participants to discontinue practices that are inconsistent with efficient operation of the ERCOT-administered markets.
This 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, this 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.   

	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 Impacts
	ERCOT Credit Staff and the Credit Work Group (Credit WG) have reviewed NPRR342 and do not believe that it requires changes to credit monitoring activity or the calculation of liability.

	Procedural History
	· On 3/30/11, NPRR342 and the associated Impact Analysis were posted.

· On 3/31/11, Reliant Energy comments were posted.

· On 4/1/11, Luminant Energy comments were posted.

· On 4/1/11, PRS considered NPRR342. 

· On 4/4/11, Calpine comments were posted.

· On 4/6/11, Macquarie comments were posted.

· On 4/6/11, NRG comments were posted.

· On 4/7/11, TAC considered NPRR342.

· On 4/19/11, the ERCOT Board considered NPRR342.

	PRS Decision 
	On 4/1/11, PRS unanimously voted to grant NPRR342 Urgent status.  PRS then voted via roll call vote to recommend approval of NPRR342 as amended by the 4/1/11 Luminant Energy comments and as revised by PRS with a proposed effective date of “Upon ERCOT Board Approval;” and to forward NPRR342 to TAC.  All Market Segments were present for the votes. 

	Summary of PRS Discussion
	On 4/1/11, PRS discussed the purpose of NPRR342; the 3/31/11 Reliant Energy comments; and the 4/1/11 Luminant Energy comments.  ERCOT Staff explained that NPRR342 was in response to a discussion at the 3/22/11 ERCOT Board meeting regarding a de-energized bus issue that was producing inefficient market outcomes and may require resettlement/price correction.  NPRR342 would allow ERCOT, after consultation with the IMM and PUCT Staff, to notify the market of situations such as these and as a result, resettle and/or price correct accordingly, contingent upon ERCOT Board approval.  ERCOT Staff stated that NPRR342 would address issues that were not technically violations of the Protocols but resulted in inefficient market outcomes and would put in place a mechanism to price correct under these situations.  Discussion included the appropriate standard to trigger consultation and Notice; the current resettlement and Settlement dispute processes; protection of due process under the current Settlement dispute process; and whether or not the current Protocol requirement of “software or data error” for resettlement was broad enough to capture such issues as the de-energized bus issue.  Retroactive price correction for periods prior to the issuance of a Notice was also discussed.  Concerns were expressed that retroactive price correction would create uncertainty for Market Participants regarding Settlement; that NPRR342 gives ERCOT authority that is unbounded and overreaching to cease Market Participant activity that is not in violation of the Protocols or PUCT rules; and that it is a mistake to attempt to legislate against unforeseen actions.  Issues were also raised regarding the longevity of NPRR342 and whether or not a sunset date should be imposed.  ERCOT Staff recognized that NPRR342 is a significant change to market operations but is needed to address current market situations; that it would require consent from the PUCT Staff and IMM in order for ERCOT to inform the market of inappropriate market actions and outcomes and to make corrective action possible; that it believed the retroactive price correction is based on strong sentiment expressed at the 3/22/11 ERCOT Board meeting and that there needs to be the ability to take action prior to the discovery; and that the ERCOT Board will ultimately decide in what form NPRR342 should be passed. 

	TAC Decision 
	On 4/7/11, TAC voted via roll call vote to recommend approval of NPRR342 as amended by the 4/6/11 Macquarie comments and as revised by TAC.  All Market Segments were present for the vote.

	Summary of TAC Discussion
	On 4/7/11, it was explained that NPRR342 precipitated from a de-energized split bus issue that was driving price separation; producing inefficient market outcomes; and possibly required resettlement/price correction.  The 4/6/11 Macquarie comments were discussed; that it addressed the concern of resettling the market based on inefficient market outcomes; and that it created a Protocol violation for continuing prohibited activity which could allow for PUCT enforcement.  PUCT Staff stated that the goal of NPRR342 should be to create a mechanism for ERCOT to quickly identify and Notice the market of inefficient market outcomes; expressed concern regarding open-ended resettlement that was not a result of Protocol violations; and that codifying in the Protocols the consultation between ERCOT, PUCT Staff and IMM prior to issuing a Notice, is negligible.  It was debated whether or not ERCOT should be allowed to prohibit activities that it believes results in inefficient market outcomes; and whether or not Market Participants could continue the activity even after ERCOT issues the Notice prohibiting the activity.  P.U.C. Subst. R. 25.503(h) was referenced in regards to affirmative defense; and that it provided Market Participants an avenue to continue a prohibited activity should they be able to establish that the prohibited activity served a legitimate business purpose.  Language changes were made to strike the resettlement of the market based on inefficient market outcomes and to allow ERCOT to prohibit an activity resulting in inefficient market outcomes by Notice.  ERCOT and PUCT Staff concurred that they supported the language as modified by TAC.

	Board Decision
	On 4/19/11, the ERCOT Board approved NPRR342 as recommended by TAC in the 4/7/11 TAC Report.


	Quantitative Impacts and Benefits
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	Impact Area
	Monetary Impact
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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


	Comments Received

	Comment Author
	Comment Summary

	Reliant Energy 033111
	Addressed concerns regarding standard for inconsistency Notice.

	Luminant Energy 040111
	Proposed language changes to ensure due process be maintained.

	Calpine 0404011
	Proposed language changes to sunset NPRR342 language on December 1, 2011.

	Macquarie 040611
	Proposed language changes to address retroactive resettlement and to make activities that create an inefficient operation of the market a Protocol violation so that potential enforcement action can be taken by the PUCT.

	NRG 040611
	Recommended that NPRR342 be tabled for one month.


	Comments


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

· NPRR290, ERCOT Publication of DAM PSS/E Files
· Section 4.5.3

· NPRR343, CRR Bid and PTP Obligation Bid Criteria Change
· Section 4.5.3
	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 that the ERCOT CEO or designee determines that Market Participant activities have produced an outcome inconsistent with the efficient operation of the ERCOT administered markets as defined in P.U.C. Subst. R 25.503(c)(2), ERCOT may prohibit the activity by Notice for a period beginning on the date of the Notice and ending no later than 45 days after the date of the Notice.  ERCOT may issue subsequent Notices on the same activity.  The ERCOT CEO may deem any Nodal Protocol Revision Request (NPRR) designed to correct the activity or issues affecting the activity as Urgent pursuant to Section 21.5, Urgent Nodal Protocol Revision Requests.   


4.5.3
Communicating DAM Results

(1)
As soon as practicable, but no later than 1330 in the Day-Ahead, ERCOT shall notify the parties to each cleared DAM transaction (e.g., the buyer and the seller) of the results of the DAM as follows: 

(a)
Awarded Ancillary Service Offers, specifying Resource, MW, Ancillary Service type, and price, for each hour of the awarded offer;

(b)
Awarded energy offers from Three-Part Supply Offers and from DAM Energy-Only Offers, specifying Resource (except for DAM Energy-Only Offers), MWh, Settlement Point, and Settlement Point Price, for each hour of the awarded offer;

(c)
Awarded DAM Energy Bids, specifying MWh, Settlement Point, and Settlement Point Price for each hour of the awarded bid; 

(d)
Awarded CRR Offers (PTP Options and PTP Options with Refund), specifying CRR identifier(s), number of CRRs in MW, source and sink Settlement Points, and price, for each Settlement Interval of the awarded offer; and

(e)
Awarded PTP Obligation Bids, number of PTP Obligations in MW, source and sink Settlement Points, and price for each Settlement Interval of the awarded bid.

(2)
As soon as practicable, but no later than 1330, ERCOT shall post on the Market Information System (MIS) Public Area the hourly:

(a)
Day-Ahead MCPC for each type of Ancillary Service for each hour of the Operating Day;

(b)
Day-Ahead Settlement Point Prices (DASPPs) for each Settlement Point for each hour of the Operating Day; 

(c)
Day-Ahead hourly LMPs for each Electrical Bus for each hour of the Operating Day;

(d)
Shadow Prices for every binding constraint for each hour of the Operating Day; 

(e)
Quantity of total Ancillary Service Offers received in the DAM, in MW by Ancillary Service type for each hour of the Operating Day; and

(f)
Aggregated Ancillary Service Offer Curve of all Ancillary Service Offers for each type of Ancillary Service for each hour of the Operating Day.

(3)
As soon as practicable, ERCOT shall post on the ERCOT website the hourly:
(a)
Energy bought in the DAM consisting of the following:

(i)
The total quantity of awarded DAM Energy Bids (in MWh) bought in the DAM at each Settlement Point for each hour of the Operating Day; 

(ii)
The total quantity of awarded PTP Obligation Bids (in MWh) cleared in the DAM that sink at each Settlement Point for each hour of the Operating Day; and

(iii)
The total quantity of PTP Options that were declared before DAM execution by the Non-Opt-In Entity (NOIE) to be settled in Real-Time and not cleared in the DAM (in MWh) that sink at each Settlement Point for each hour of the Operating Day; and
(b)
Energy sold in the DAM consisting of the following:

(i)
The total quantity of awarded DAM Energy Offers (in MWh), from Three-Part Supply Offers and DAM Energy Only Offers, bought in the DAM at each Settlement Point for each hour of the Operating Day; 

(ii)
The total quantity of awarded PTP Obligation Bids (in MWh) cleared in the DAM that source at each Settlement Point for each hour of the Operating Day; and

(iii)
The total quantity of PTP Options that were declared before DAM execution by the NOIE to be settled in Real-Time and not cleared in the DAM (in MWh) that source at each Settlement Point for each hour of the Operating Day.

(4)
ERCOT shall monitor Day-Ahead MCPCs and Day-Ahead hourly LMPs for errors and if there are conditions that cause the price to be questionable, ERCOT shall notify all Market Participants that the DAM prices are under investigation as soon as practicable.

(5)
All DAM LMPs, MCPCs, and Settlement Point Prices are final at 1000 of the next Business Day after the Operating Day.  After DAM LMPs, MCPCs, and Settlement Point Prices are final, if ERCOT determines that prices are in need of correction, 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 
a software or data error.
 


	[NPRR303 & NPRR293: Replace Section 4.5.3 above with the following upon system implementation:]

4.5.3
Communicating DAM Results

(1)
As soon as practicable, but no later than 1330 in the Day-Ahead, ERCOT shall notify the parties to each cleared DAM transaction (e.g., the buyer and the seller) of the results of the DAM as follows: 

(a)
Awarded Ancillary Service Offers, specifying Resource, MW, Ancillary Service type, and price, for each hour of the awarded offer;

(b)
Awarded energy offers from Three-Part Supply Offers and from DAM Energy-Only Offers, specifying Resource (except for DAM Energy-Only Offers), MWh, Settlement Point, and Settlement Point Price, for each hour of the awarded offer;

(c)
Awarded DAM Energy Bids, specifying MWh, Settlement Point, and Settlement Point Price for each hour of the awarded bid; 

(d)
Awarded CRR Offers (PTP Options and PTP Options with Refund), specifying CRR identifier(s), number of CRRs in MW, source and sink Settlement Points, and price, for each Settlement Interval of the awarded offer; and

(e)
Awarded PTP Obligation Bids, number of PTP Obligations in MW, source and sink Settlement Points, and price for each Settlement Interval of the awarded bid.

(2)
As soon as practicable, but no later than 1330, ERCOT shall post on the Market Information System (MIS) Public Area the hourly:

(a)
Day-Ahead MCPC for each type of Ancillary Service for each hour of the Operating Day;

(b)
Day-Ahead Settlement Point Prices (DASPPs) for each Settlement Point for each hour of the Operating Day; 

(c)
Day-Ahead hourly LMPs for each Electrical Bus for each hour of the Operating Day;

(d)
Shadow Prices for every binding constraint for each hour of the Operating Day; 

(e)
Quantity of total Ancillary Service Offers received in the DAM, in MW by Ancillary Service type for each hour of the Operating Day;

(f)
Energy bought in the DAM consisting of the following:

(i)
The total quantity of awarded DAM Energy Bids (in MWh) bought in the DAM at each Settlement Point for each hour of the Operating Day; 

(ii)
The total quantity of awarded PTP Obligation Bids (in MWh) cleared in the DAM that sink at each Settlement Point for each hour of the Operating Day; and

(iii)
The total quantity of PTP Options that were declared before DAM execution by the Non-Opt-In Entity (NOIE) to be settled in Real-Time and not cleared in the DAM (in MWh) that sink at each Settlement Point for each hour of the Operating Day;
(g)
Energy sold in the DAM consisting of the following:

(i)
The total quantity of awarded DAM Energy Offers (in MWh), from Three-Part Supply Offers and DAM Energy Only Offers, bought in the DAM at each Settlement Point for each hour of the Operating Day;

(ii)
The total quantity of awarded PTP Obligation Bids (in MWh) cleared in the DAM that source at each Settlement Point for each hour of the Operating Day; and

(iii)
The total quantity of PTP Options that were declared before DAM execution by the NOIE to be settled in Real-Time and not cleared in the DAM (in MWh) that source at each Settlement Point for each hour of the Operating Day; and
(h)
Aggregated Ancillary Service Offer Curve of all Ancillary Service Offers for each type of Ancillary Service for each hour of the Operating Day.

(3)
ERCOT shall monitor Day-Ahead MCPCs and Day-Ahead hourly LMPs for errors and if there are conditions that cause the price to be questionable, ERCOT shall notify all Market Participants that the DAM prices are under investigation as soon as practicable.

(4)
All DAM LMPs, MCPCs, and Settlement Point Prices are final at 1000 of the next Business Day after the Operating Day.  After DAM LMPs, MCPCs, and Settlement Point Prices are final, if ERCOT determines that prices are in need of correction, 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 
a software or data error.  





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 that the ERCOT CEO or designee determines that Market Participant activities have produced an outcome inconsistent with the efficient operation of the ERCOT-administered markets as defined in P.U.C. Subst. R 25.503(c)(2), ERCOT may prohibit the activity by Notice for a period beginning on the date of the Notice and ending no later than 45 days after the date of the Notice.  ERCOT may issue subsequent Notices on the same activity.  The ERCOT CEO may deem any Nodal Protocol Revision Request (NPRR) designed to correct the activity or issues affecting the activity as Urgent pursuant to Section 21.5, Urgent Nodal Protocol Revision Requests. 



  
6.3
Adjustment Period and Real-Time Operations Timeline

(1)
The figure below highlights the major activities that occur in the Adjustment Period and Real-Time operations: 
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(2)
Activities for the Adjustment Period begin at 1800 in the Day-Ahead and end one full hour before the start of the Operating Hour.  The figure above is intended to be only a general guide and not controlling language, and any conflict between this figure and another section of the Protocols is controlled by the other section.

(3)
ERCOT shall monitor Real-Time Locational Marginal Prices (LMPs), Supplemental Ancillary Services Market (SASM) Market Clearing Prices for Capacity (MCPCs), and Real-Time Settlement Point Prices for errors and if there are conditions that cause the price to be questionable, ERCOT shall notify all Market Participants that the Real-Time LMPs, SASM MCPCs, and Real-Time Settlement Point Prices are under investigation as soon as practicable.  

(a)
If it is determined that the Real-Time Settlement Point Prices are erroneous and correcting such prices will not affect the Base Points that were received by QSEs, then ERCOT shall correct the prices before the prices are considered final in paragraph (4) below.

(b)
If it is determined that correcting the Real-Time Settlement Point Prices will affect the Base Points that were received by QSEs, then ERCOT shall correct the prices before the prices are considered final in paragraph (4) below and settle the Security-Constrained Economic Dispatch (SCED) executions as failed in accordance with Section 6.5.9.2, Failure of the SCED Process.  
(c)
If the Base Points received by QSEs are inconsistent with the Real-Time Settlement Point Prices, then ERCOT shall consider those Base Points as due to manual override from the ERCOT Operator and settle the relevant Settlement Interval(s) in accordance with Section 6.6.9, Emergency Operations Settlement.
(4)
All Real-Time LMPs, SASM MCPCs, and Real-Time Settlement Point Prices are final at 1600 of the next Business Day after the Operating Day.  After Real-Time LMPs, SASM MCPCs, and Real-Time Settlement Point Prices are final, if ERCOT determines that prices are in need of correction, 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 
a software or data error.



�Please note this Section is also being revised by NPRR290 and NPRR343.
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