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	NPRR Number
	474
	NPRR Title
	Clarification of Price Correction Principles and Associated Timelines

	Timeline
	Normal
	Action
	Recommended Approval

	Date of Decision
	February 7, 2013

	Proposed Effective Date
	April 1, 2013

	Priority and Rank Assigned
	Not applicable.

	Nodal Protocol Sections Requiring Revision
	4.5.3, Communicating DAM Results

6.3, Adjustment Period and Real-Time Operations Timeline

	Market Guide Section(s) Requiring Revision
	None.

	Revision Description
	This Nodal Protocol Revision Request (NPRR) provides general principles on the types of errors for which ERCOT may perform a price correction.  Additionally, the NPRR provides greater regulatory certainty around the associated timelines for price corrections, including ERCOT notice to Market Participants for a price correction request to the ERCOT Board of Directors (ERCOT Board).  The general concepts contained within this NPRR were discussed at the May 11, 2012 Joint Communications and Settlements Work Group (CSWG) and Resource Cost Working Group (RCWG) meeting.

Specifically, the NPRR does the following:

· Adds one more Business Day to the Real-Time Market (RTM) and Day-Ahead Market (DAM) price correction deadline to allow ERCOT additional time to complete price validation by the time such prices are considered final.  The current timeline only gives ERCOT until 1600 on the next Business Day (seven Business Hours) to correct prices for the RTM, which is barely enough time to verify the results, identify issues, calculate new prices, get management approval, do data transfer and post the data.  The timeline becomes extremely tight during the weekend, when ERCOT must validate and if needed correct prices for multiple Operating Days (Friday / Saturday/ Sunday) and until 1000 on Monday morning (two Business Hours) to correct prices for the DAM for Sunday.

· Adds details around the reasons that would support an ERCOT or ERCOT Board price correction when such prices in the DAM and/or in the RTM are in error. 
· Proposes a maximum 30-day period beyond any Operating Day for which ERCOT notifies Market Participants of a need for a price correction and request to the ERCOT Board for review of such price correction.

	Reason for Revision
	The current Protocols do not provide sufficient details about the types of errors for which price corrections may be justified.  Further, the current Protocols lack time certainty for ERCOT to request a price correction to the ERCOT Board once a price is deemed final.  This NPRR will provide greater regulatory certainty for Market Participants on the processes and timelines for price corrections.

	Credit Impacts
	The Credit Work Group (Credit WG) has reviewed NPRR474 and believes that it has positive credit implications.

	Procedural History
	· On 8/8/12, NPRR474 and an Impact Analysis were posted.
· On 8/16/12, WMS comments were posted.

· On 8/23/12, PRS considered NPRR474.

· On 9/17/12, XO Energy-SESCO comments were posted.

· On 11/8/12, WMS comments were posted.

· On 11/13/12, Reliant and Noble comments were posted.

· On 11/15/12, PRS again considered NPRR474.

· On 12/13/12, PRS considered the 11/15/12 PRS Report and Impact Analysis for NPRR474.

· On 1/3/13, TAC considered NPRR474.

· On 1/10/13, City of Eastland comments were posted.

· On 1/18/13, PRS comments were posted.

· On 1/31/13, ERCOT comments were posted.

· On 2/7/13, TAC again considered NPRR474.

	PRS Decision 
	On 8/23/12, PRS unanimously voted to table NPRR474.  All Market Segments were present for the vote.
On 11/15/12, PRS unanimously voted to recommend approval of NPRR474 as amended by the 11/13/12 Reliant and Noble comments and as revised by PRS.  All Market Segments were present for the vote.
On 12/13/12, PRS unanimously voted to endorse and forward the 11/15/12 PRS Report as revised by PRS and Impact Analysis for NPRR474 to TAC.  All Market Segments were present for the vote.

	Summary of PRS Discussion
	On 8/23/12, it was noted that WMS requested that NPRR474 be tabled to allow time for RCWG to review.
On 11/15/12, participants reviewed the 11/13/12 Reliant and Noble comments and discussed the need to specify that violations of Protocol intent are sufficient grounds for price corrections.  ERCOT Staff expressed support for the 11/8/12 WMS comments and 11/13/12 Reliant and Noble comments.  Concern was raised that the scope of NPRR474 as amended by the 11/13/12 Reliant and Noble comments is still too broad and that the price correction window is still too long at 30 days.
On 12/13/12, concern was again raised that the price correction window is still too long at 30 days.

	TAC Decision
	On 1/3/13, TAC unanimously voted to table NPRR474 for one month and refer the issue to PRS.  All Market Segments were present for the vote.

On 2/7/13, TAC voted to recommend approval of NPRR474 as amended by the 1/31/13 ERCOT comments.  There was one abstention from the Independent Power Marketer (IPM) Market Segment.  All Market Segments were present for the vote.

	Summary of TAC Discussion
	On 1/3/13, concerns were raised regarding the statute of limitations in regards to reviewing erroneous pricing; that the timeline should be applied to generic pricing errors and not to pricing errors resulting from Protocol or rule violations.  It was requested that PRS consider this issue at the January 17, 2013 PRS meeting and that concerns should be addressed through formal comments.  
On 2/7/13, the City of Eastland supported the 1/31/13 ERCOT comments, stating that the comments addressed their concerns.  

	ERCOT Opinion
	ERCOT supports approval of NPRR474.


	Business Case

	Business Case
	1
	Qualitative benefits 
· Benefits Market Participants by providing more clarity and certainty regarding the price correction process and the circumstances under which a price correction shall be performed.
· Reduced disputes from Market Participants.


	Sponsor

	Name
	Resmi Surendran / Chad V. Seely

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

	Company
	ERCOT

	Phone Number
	512-248-3033 / 512-225-0288

	Cell Number
	512-289-7131 / NA

	Market Segment
	Not applicable


	Market Rules Staff Contact

	Name
	Jonathan Levine

	E-Mail Address
	jlevine@ercot.com

	Phone Number
	512-248-6464


	Comments Received

	Comment Author
	Comment Summary

	WMS 081612
	Recommended that PRS table NPRR474 to allow time for the RCWG to review.

	XO Energy-SESCO 091712
	Opined that the price correction provisions are not based on an objective standard; that price corrections should not be permitted for violations of Protocol “intent”; and that the price correction notification window should be shorter.

	WMS 110812
	Endorsed NPRR474 as revised by WMS.

	Reliant and Noble 111312
	Proposed revisions to remove the language allowing price corrections for violations of Protocol intent.

	City of Eastland 011013
	Proposed revisions to preserve ERCOT’s ability to remedy violations of the Protocols and Public Utility Commission of Texas (PUCT) Substantive Rules.  

	PRS 011813
	Summarized PRS’ consideration of the statute of limitations issue.

	ERCOT 013113
	Proposed revisions to clarify the possibility of resettlement outside of the 30-day day notification period.


	Comments


Please note that the following NPRRs also propose revisions to the following sections:

· NPRR444, Supplemental Reliability Deployments
· Section 6.3

· NPRR492, Addition of System Lambda Information

· Section 4.5.3
· NPRR508, Setting of Real-Time LMPs During EEA ERS/Load Resource Deployment
· Section 6.3
	Proposed Protocol Language Revision


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

	[NPRR322:  Delete item (1)(d) above and renumber accordingly upon system implementation:]


(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. 

	[NPRR322:  Replace items (2)(f) and (g) above with the following upon system implementation:]

(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; and

(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. 

(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; and

(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.


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

(i)
Electrically Similar Settlement Points used during the DAM clearing process; and 

(j)
Settlement Points that were de-energized in the base case.

(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)
ERCOT shall correct prices when: (i) a market solution is determined to be invalid or (ii) invalid prices are identified in an otherwise valid market solution, unless accurate prices cannot be determined.  The following are some reasons that may cause these conditions.

(a)
Data Input error:  Missing, incomplete, or incorrect versions of one or more data elements input to the DAM application may result in an invalid market solution and/or prices.

(b)
Software error:  Pricing errors may occur due to software implementation errors in DAM pre-processing, DAM clearing process, and/or DAM post processing.

(c)
Inconsistency with these Protocols or the Public Utility Commission of Texas (PUCT) Substantive Rules:  Pricing errors may occur when specific circumstances result in prices that are in conflict with such Protocol language or the PUCT Substantive Rules.
(5)
All DAM LMPs, MCPCs, and Settlement Point Prices are final at 1000 of the second Business Day after the Operating Day.
(a)
However, after DAM LMPs, MCPCs, and Settlement Point Prices are final, if ERCOT determines that prices are in need of correction and seeks ERCOT Board review of such prices, it shall notify Market Participants and describe the need for such correction as soon as practicable but no later than 30 days after the Operating Day.  Failure to notify Market Participants within this timeline precludes the ERCOT Board from reviewing such prices.  However, nothing in this section shall be understood to limit or otherwise inhibit any of the following:

(i)
ERCOT’s duty to inform the PUCT of potential or actual violations of the ERCOT Protocols or PUCT Rules and its right to request that the PUCT authorize correction of any prices that may have been affected by such potential or actual violations; 

(ii)
The PUCT’s authority to order price corrections when permitted to do so under other law; or

(iii)
ERCOT’s authority to grant relief to a Market Participant pursuant to the timelines specified in Section 20, Alternative Dispute Resolution Procedure.
(b)
The ERCOT Board may review and change DAM LMPs, MCPCs, or Settlement Point Prices if ERCOT gave timely notice to Market Participants and the ERCOT Board finds that such prices are significantly affected by an error.

(c)
In review of DAM LMPs, MCPCs, or Settlement Point Prices, the ERCOT Board may rely on the same reasons identified in paragraph (4) above to find that the prices are significantly affected by an error.
(6)
As soon as practicable, but no later than 1330, ERCOT shall make available the Day-Ahead Shift Factors for binding constraints in the DAM and post to the MIS Secure Area.

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, including Real-Time prices for energy metered, 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.  
(4)
ERCOT shall correct prices when: (i) a market solution is determined to be invalid, (ii) invalid prices are identified in an otherwise valid market solution, or (iii) the Base Points received by Market Participants are inconsistent with the Base Points of a valid market solution, unless accurate prices cannot be determined.  The following are some reasons that may cause these conditions.

(a)
Data Input error:  Missing, incomplete, stale, or incorrect versions of one or more data elements input to the market applications may result in an invalid market solution and/or prices.

(b)
Data Output error:  These include: (i) incorrect or incomplete data transfer, (ii) price recalculation error in post-processing, and (iii) Base Points inconsistent with prices due to the Emergency Base Point flag remaining activated even when the Security-Constrained Economic Dispatch (SCED) solution is valid.
(c)
Hardware/Software error: These include unpredicted hardware or software failures, planned market system or database outages, planned application or database upgrades, software implementation errors, and failure of the market run to complete.

(d)
Inconsistency with the Protocols or Public Utility Commission of Texas (PUCT) Substantive Rules:  Pricing errors may occur when specific circumstances result in prices that are in conflict with such Protocol language or the PUCT Substantive Rules.

(5)
If it is determined that any Real-Time Settlement Point Prices, Settlement Point LMPs, Electrical Bus LMPs, Real-Time prices for energy metered, and/or constraint Shadow Prices are erroneous, ERCOT shall correct the prices before the prices are considered final in paragraph (6) below.  Specifically:
(a)
If it is determined that correcting the Real-Time Settlement Point Prices will not affect the Base Points that were received by Qualified Scheduling Entities (QSEs), then ERCOT shall correct the prices before the prices are considered final in paragraph (6) 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 and settle the 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.

(6)
All Real-Time LMPs, Real Time Settlement Point Prices, Real-Time prices for energy metered, and SASM MCPCs are final at 1600 of the second Business Day after the Operating Day.
(a)
However, after Real-Time LMPs, Real Time Settlement Point Prices, Real-Time prices for energy metered, and SASM MCPCs are final, if ERCOT determines that prices are in need of correction and seeks ERCOT Board review of such prices, it shall notify Market Participants and describe the need for such correction as soon as practicable but no later than 30 days after the Operating Day.  Failure to notify Market Participants within this timeline precludes the ERCOT Board from reviewing such prices.  However, nothing in this section shall be understood to limit or otherwise inhibit any of the following:

(i)
ERCOT’s duty to inform the PUCT of potential or actual violations of the ERCOT Protocols or PUCT Rules and its right to request that the PUCT authorize correction of any prices that may have been affected by such potential or actual violations; 

(ii)
The PUCT’s authority to order price corrections when permitted to do so under other law; or

(iii)
ERCOT’s authority to grant relief to a Market Participant pursuant to the timelines specified in Section 20, Alternative Dispute Resolution Procedure.  
(b)
The ERCOT Board may review and change Real-Time LMPs, Real-Time Settlement Point Prices, Real-Time prices for energy metered, and SASM MCPCs if ERCOT gave timely notice to Market Participants and the ERCOT Board finds that such prices are significantly affected by an error.

(c)
In review of Real-Time LMPs, Real Time Settlement Point Prices, Real-Time prices for energy metered, and SASM MCPCs, the ERCOT Board may rely on the same reasons identified in paragraph (4) above to find that the prices are significantly affected by an error.
�Please note that NPRR492 also proposes revisions to this section.


�Please note that NPRR444 and NPRR508 also propose revisions to this section.
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