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The ISO has undertaken an internal review of the existing processes for finalizing market prices.  Based on this review, the ISO intends to propose a small number of changes to make the existing price finalization processes for the different forward and real-time markets more consistent.  In addition, the ISO has identified several changes that could reduce the potential for pricing error litigation by removing ambiguity in the current rules relating to the treatment of broadly applicable pricing errors as opposed to individual settlement/billing errors.

1. Revisions to Provisions for Day-Ahead and Real-Time Market Prices

The ISO will propose rule changes to make the process for finalizing real-time energy and reserve prices consistent with the process that was put in place for day-ahead market results following the April 19, 2004 pricing event.  The revisions will clarify that “final Real-Time Prices are not subject to correction or other adjustment, and shall be used for purposes of settlement,” using language similar to that already approved by FERC for the Day-Ahead Energy Markets (to prevent the ISO from correcting final prices).

The ISO also will propose to add explicit language acknowledging that provisional Real-Time Prices are posted by the ISO in real time or soon thereafter (to distinguish provisional prices from final prices).

With the implementation of ASM Phase II, real-time reserve prices will be subject to the same price finalization process as real-time energy prices.

2. Revisions to Provisions for Monthly Market Prices

The ISO will propose to add language to the rule provisions for each Monthly Market to clarify that the awards and/or prices “shall be final as posted and not subject to correction or other adjustment, and shall be used for the purposes of settlement,” using language similar to that already approved by FERC for the Day-Ahead Energy Markets.

The ISO also will propose new provisions to the Market Rule 1 sections on the UCAP Supply and Deficiency Auctions, and the Forward Reserve Auction stating that the ISO will post final results within five business days.  At present, only the FTR Auction provisions currently contain an explicit deadline for determining final prices.

Finally, the ISO will propose revisions to clarify that “the ISO shall make a good-faith effort to calculate prices consistent with this Market Rule,” and that “the ISO shall make a good faith effort . . . to discover and correct any errors that may occur due to database, software or similar errors of the ISO or its systems before publishing” the final prices for all of the Monthly Markets.

3. Eliminating ISO Board Role in Extending Price Finalization

The ISO will propose to remove the provisions from Market Rule 1 and Manuals that provide for the ISO Board to grant an extension to determine or correct the final prices in three of the markets (the Real-Time Energy Market, FTR market and Forward Reserve Auction).  The ISO has never sought to extend the finalization deadline through Board action for any of these three markets.  Moreover, the deadlines for Board action are impractical and incompatible with Board by-laws.

4. Reducing Litigation Risks

Finally, the ISO will propose certain changes that are intended to reduce the risk of extended litigation in the event of pricing errors.  The ISO will propose to distinguish corrections to market clearing prices (“MCPs”) from those governing individual billing errors (to recognize the difference between a market-wide correction and an individual billing error, and to treat the two differently).  In addition, the ISO will propose to include explicit recognition in Market Rule 1 that the authority to correct MCPs or Monthly Market errors is addressed solely in the market rule provisions on Real-Time Prices, Day-Ahead Energy Market results and Monthly Markets results, and not in the settlement and billing provisions of the market rules.

 The ISO intends to introduce the text of the proposed price finalization changes to market participants at the April meeting of the Markets Committee.  I will be happy to answer any questions that stakeholders may have regarding this project.
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