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ACRONYMS

	AGC
	Automatic Generation Control

	ASDF
	Ancillary Service Demand Factor

	BOD
	Board of Directors (ERCOT)

	CCGT
	Combined Cycle Gas Turbine

	CMWG
	Congestion Management Working Group

	CPS
	Control Performance Standard

	CRE
	Closely Related Elements

	CSC
	Commercially Significant Constraint

	IA
	Impact Analysis

	ISO
	Independent System Operator

	MP
	Market Participant

	NOIE
	Non Opt-In Entity

	OGRR
	Operating Guide Revision Request

	PRR
	Protocol Revision Request

	PRS
	Protocol Revisions Subcommittee

	PUC
	Public Utility Commission

	PUC WMO
	PUC Wholesale Market Oversight

	QSE
	Qualified Scheduling Entity

	QSE PM WG
	Qualified Scheduling Entity Project Manager Working Group

	ROS
	Reliability and Operations Subcommittee

	SCE
	Scheduling Control Error

	SPD
	Scheduling Pricing and Dispatch

	TAC
	Technical Advisory Committee

	URC
	Uninstructed Resource Charge

	WMS
	Wholesale Market Subcommittee

	BES
	Balancing Energy Services

	
	


Recommendation Implementation Status Table
Category Classification


Category A: Recommendation should be implemented regardless of ERCOT’s future market design.


Category B: Recommendation could be implemented with minimum time and cost impact to the system.
Category C: Recommendation should not be implemented now if Commission plans to move to a Nodal market design in the near future (Issue is deferred until Commission issues a decision on the Nodal market design).
Recommendations Related to Congestion Management
	Description
	Potomac Priority Rating
	Implementation Timeline
	Sponsor
	Status

	1. Improve the process for designating zones to minimize the effects of the simplifying zonal assumptions. 
	High Priority 
	Can be implemented right after PRR is approved
	ERCOT
	PRR 589 (CSC and Zone Determination)

· Category B

· Urgency Status approved
· PRS voted to recommend approval of this PRR on 4/21/05.
· Scheduled for June adoption under current timeline.

	2. Improve process for evaluating and revising CSC definitions.
	High Priority 
	Can be implemented right after PRR is approved
	CMWG
	CMWG reviewed the criteria for evaluating and establishing CSCs on 4/13/05.  CMWG suggested improvements have been incorporated into the current versions of PRR587 and PRR 589.
· Category B

	3. Modify the calculation methodology of the zonal average shift factor to exclude generation whose output is generally fixed (e.g., nuclear units).
	Medium Priority - should do regardless of nodal
	Can be implemented right after PRR is approved
	ERCOT
	PRR 592 (Modify Shift Factor Calculation to Exclude  Fixed Output Generators)

· Category B

· Urgency Status denied
· PRS voted to recommend approval of this PRR on 5/19/05.
· CMWG and PRS have recommended that this change not be effective until the calculations used for the 2006 annual TCR auction.

	4. Provide ERCOT the operational flexibility to temporarily modify the definition of a CSC associated with topology changes.
	Medium Priority - should do regardless of nodal
	Can be implemented right after PRR is approved
	ERCOT
	PRR 587 (Inter-Year Modification of CRE)

· Category B

· Urgency Status approved
· PRS voted to recommend approval of this PRR on 4/21/05.
· Scheduled for June adoption under current timeline.

	5. ERCOT should modify its multi-step balancing energy market optimization to recognize the interactions between its local congestion management and zonal balancing energy deployments to minimize the costs of both classes of deployments.
	Highest Priority - Most significant recommendation; should be done regardless of nodal
	9~12 months after PRR is approved
	
	Due to complexity and cost, the issue deferred until after the PUCT decision on the nodal market design.

· Category C

	Recommendations Related to Load Forecast

	6. ERCOT examine its load forecasting model to determine whether there are additional factors that could be considered or other changes to their model that would improve its accuracy.
	Low Priority - can do regardless of nodal
	Ongoing
	ERCOT
	Ongoing and on schedule.  ERCOT has completed some items relating to load forecasting.  ERCOT will continue to evaluate and make any additional changes.  No PRR required for implementation.

· Category A

	Recommendations Related to Balancing Energy Market Operations

	7. Allow QSEs to submit an energy schedule for the end of the next hour that would be used by ERCOT to produce 15-minute schedule quantities by interpolating across the hour.
	Low Priority 
	9~12 months after PRR is approved
	WMS, 
through 

QSE PM WG
	QSE PM WG recommends not adopting this recommendation and will not propose a PRR (4/29/05).
· Category C

· Group will develop reasons for position.

· TAC and WMS have requested development of PRR.

	8. Implement an optional capability for QSEs to automatically adjust their hourly balancing energy offers for the changes in their 15-minute schedules.  This would help ensure that the participant’s portfolio energy offer is consistent with its energy schedules when the energy schedule is changing each interval.
	High Priority 
	6~9 months after PRR is approved
	WMS, 

through 

QSE PM WG
	PRR 600 (Align BES Bids with Resource Plan Capability and Resource Schedule)

· Category C

· PRR may not represent consensus opinion/support.
· PRR offers two options: (1) codification of current process and (2) language consistent with Potomac proposal.

· Scheduled for June PRS on normal timeline.

	9. Eliminating the load and generation plateau in the middle of the interval by changing the modeling approach for load and generation.
	High Priority - one of the higher priorities along with recommendation #5 - should do regardless of nodal
	4~5 months after PRR is approved
	WMS, 

through 

QSE PM WG
	PRR 601 (15 Minute Ramping for BES and Base Power Schedule.
· Category C

· PRR may not represent consensus opinion/support.

· Scheduled for June PRS on normal timeline.

	10. Require that QSEs submit physically feasible energy schedules.  It would be difficult to automatically validate the schedules for feasibility since they can be submitted well before the operating hour.  However, it could be monitored and enforced through ex post validation of compliance.
	Medium Priority  
	 
	ERCOT
	PRR 525 (SCE Performance and Monitoring).

· Category B

· Approved by BOD on April 19, 2005.

· Partial implementation effective May 1, 2005.  Full implementation and enforcement effective upon system implementation.

	11. Implement uninstructed deviation charges that allocate a portion of the regulation costs to the QSEs exhibiting large SCEs in the periods during each hour with the largest regulation needs.  In particular, we propose specific changes to PRR 356 that has been pending for more than two years.
	High Priority - should do regardless of Nodal
	 

	PUCT WMO
	PRR 586 (SCE Performance and Regulation Cost Re-Allocation).

· Category B

· Urgency Status denied.

· ERCOT Backcast analysis reviewed at the 4/21/05 WMS meeting.

· PRR again discussed at the 4/17/05 WMS meeting.

· PRS considered this PRR at 5/19/05 meeting and remanded the PRR to ROS.  ROS is to report resolution to PRS in July.



	12. Consider a specific modification of ERCOT’s portfolio ramp rate methodology that would recognize the changes in energy schedules.
	High Priority
	12 ~ 14 months after PRR is approved
	ROS
	Issue deferred until the PUCT rules on the nodal market design.

· Category C


	Recommendations Related to Balancing Energy Market Operations

	13. ERCOT modify the limit on the quantity of responsive reserves provided from a single unit to make it less binding on relatively small units.
	Medium Priority
	3 months after PRR is approved
	ROS
	OGRR 164 (Responsive Reserve MW Limit.

· Category B
· Same as OGRR 161 which was rejected by ROS.

· ROS is evaluating concerns related to impacts on reliability.  
· On 5/12/05, ROS voted to recommend rejection of this PRR,


	14. ERCOT institute procedures to monitor whether QSEs are meeting their reserve obligations in real time.
	Low Priority
	3 ~ 4 months after PRR is approved
	ERCOT
	PRR 590, Update Unit Telemetry Requirements

OGRR 165, Update Unit Telemetry Requirements.
· Category A
· PRS voted to recommend approval of this PRR on 5/19/05.



Recommendations Related to Congestion Management
	1. Improve the process for designating congestion zones to minimize the effects of the simplifying zonal assumptions 

	2. Improve process for evaluating and revising CSC definitions

	3. Modify the calculation methodology of the zonal average shift factor to exclude generation whose output is generally fixed (e.g., nuclear units)

	4. Provide ERCOT the operational flexibility to temporarily modify the definition of a CSC associated with topology changes


· Potomac Recommendations 1, 2, 3, and 4 are intended to reduce the significant differences between the CSC interface limits used in the SPD model and the actual flow on the physical interface. Potomac found that even though the correlations between SPD flows and actual flows are generally strong, the differences are much larger than expected. In a significant number of hours for the CSCs, the modeled flow traveled in the opposite direction of the physical flows.
· Generally, these four recommendations intend to give ERCOT staff more authority during the CSC determination and management process.  This concept, however, was not very well supported in the past.  Many stakeholders have the concern that giving ERCOT staff more authority and flexibility to manage the definition of the elements that comprises the CSC can potentially reduce the market transparency and make the bilateral transactions and congestion hedging more difficult for market participants, because forward contracting benefits from a stable, unchanging definition of the CSCs.

· Even though ERCOT believes that Recommendations 1, 2, 3 and 4 can potentially make congestion management a little more efficient, the benefit will be very limited since it will not change the root cause of the identified issue. In this perspective, resource specific bidding, scheduling and deployment can resolve the issue. System changes of this magnitude, however, are at the heart of the nodal vs. zonal debate.
Implementation Status
	Recommendation No. 1
	PRR 589, CSC and Zone Determination

	Status
	In progress

	Description
	This PRR is intended to strengthen ERCOT staff’s role in the CSC and zone determination process.  This PRR would also eliminate Board approval of NOIE exemptions from the CSC determination process.

	Sponsor
	ERCOT

	Procedural History
	· PRR589 and the Impact Analysis (IA) was posted on 4/1/05.

· On 4/18/05, PRS granted urgency status by email vote.

· ERCOT posted comments on 4/20/05.

· On 4/21/05, PRS considered this PRR.

· PRS voted to recommend approval of this PRR on 4/21/05.


Summary of Comments/Discussions:

PRS
· Whether the reference to “Market Solution” should be deleted and whether it is necessary to have a more specific definition of a competitive CSC.  WMS will address “Market Solution” at its April meeting.  

· That the intent of the Potomac recommendation was to add more analytics and ERCOT’s operational experience to the determination of CSCs.
	Recommendation No. 2
	No PRR

	Status
	CMWG reviewed the criteria for evaluating and establishing CSCs and suggested improvements have been incorporated into the current versions of PRR587 and PRR 589.

	Procedural History
	· A draft proposal was discussed at the April 4, 2005 CMWG meeting.
· On April 13, CMWG revisited the issue and concluded no PRR is necessary.


Summary of Discussions:

CMWG
· CMWG generally does not support the recommendation proposed by Potomac.  
	Recommendation No. 3
	PRR 592, Modify Shift Factor Calculation to Exclude Fixed Output Generators

	Status
	In progress

	Description
	Modifies the calculation of the monthly zonal Shift Factors used to manage and settle zonal congestion.  

	Sponsor
	ERCOT

	Procedural History
	· PRR592 was posted on 4/5/05.

· ERCOT posted comments on 4/13/05.

· On 4/18/05, PRS denied the request for urgency status by email vote.

· On 4/21/05, PRS voted to grant urgency status, but decided to defer this PRR.
· On 5/19/05, PRS voted to recommend approval of this PRR as amended by ERCOT.



Summary of Comments/Discussions:

PRS

· At 4/21/05 meeting, the participants discussed that additional comments from the CMWG had not been completed in time for posting for this meeting.  Deferral would not delay implementation because this PRR would not be effective until November, 2005.
· At the 5/19/05 meeting, participants echoed CMWG’s concern in that this PRR has no real impact (negative or positive) other than implementing Potomac Recommendation No. 3. 
	Recommendation No. 4
	PRR 587, Inter-Year Modification of CRE

	Status
	In progress

	Description
	Allow ERCOT staff the authority to modify CSC and CRE definitions midyear

	Sponsor
	ERCOT

	Procedural History
	· PRR587 and the IA was posted on 4/1/05.

· On 4/18/05, PRS granted urgency status by email vote.

· ERCOT posted comments on 4/20/05.

· On 4/21/05, PRS considered this PRR and voted to recommend approval.


Summary of Discussions:

PRS

· PRR will allow ERCOT to add CREs to the list mid-year.  The original revision envisioned an e-mail vote by TAC, but there was a concern that a lack of votes would cause denial of action.  The TAC email vote would, however, maintain ERCOT’s flexibility and not require a waiting period until the next regularly scheduled TAC meeting.  
· Whether there were contradictions between the PRR language and the Potomac recommendation and how the Commission should understand this PRR.  MPs stated that there could be material damaging effects to the market if CSCs are changed mid-year.  It was concluded that the Potomac recommendation was more concerned with changing the elements by which CSCs are determined rather than the manner in which CSCs were originally addressed.  As such, this PRR as revised comported to the recommendation.  
· The PRR revisions also expand the scope and criteria for determination of CREs and allows ERCOT to add CREs with justification and approval by TAC.  
	5. ERCOT should modify its multi-step balancing energy market optimization to recognize the interactions between its local congestion management and zonal balancing energy deployments to minimize the costs of both classes of deployments.


· This is Dr. Potomac’s highest priority and his most significant recommendation. His view is that this should be implemented regardless of whether a nodal market design is implemented.

· The recommendation suggests that ERCOT should modify its multi-step balancing energy market optimization to account for the impact of resource specific deployments for intra zonal congestion on the deployment of balancing energy used to manage inter zonal congestion. Currently the balancing energy market clearing is a three step process and implementing this recommendation would be complex and would likely increase number of steps to 4 or more and possibly obscure market transparency.

· For example, for the proposed method, there is an iteration between the step 2 and step 3 in the energy optimization process, and the criterion for stopping the iteration is based on the difference of the MCPEs between these two steps. It will be a challenge to determine the level of MCPE variation that should be used to set the convergence criteria. If only one iteration is allowed, it is hard to determine whether the new MCPE would provide a better value than what we have today. Moreover, the multiple iterations between step 2 and step 3 will have an impact on the performance of the Real Time balancing market. It is estimated that each iteration will take one minute to run. This means, whenever one more iteration is needed, the additional one minute will require a pushback of the start time to run the real time market. Therefore, some benefits of running the Real Time market as late as possible, such as accuracy of Load forecast, may be reduced. Multiple iterations will increase the complexity and reduce the transparency of the Real Time balancing market, requiring more personnel time for providing support to both ERCOT operations and to market participants. 

· The implementation and testing of this change will take 9 to 12 months after PRR is approved and the ERCOT cost would be around $100,000 to $500,000.

Implementation Status
Due to the complexity and cost of this recommendation, the implementation has been deferred until such time as the Commission issues a decision regarding the nodal market design.
Recommendations Related to Load Forecast

	6. ERCOT examine its load forecasting model to determine whether there are additional factors that could be considered or other changes to their model that would improve its accuracy. 


· Potomac Recommendation 6 is intended to improve ERCOT load forecast accuracy. ERCOT has an ongoing project related to load forecasting improvement and will continue to evaluate and make any additional changes once identified.
Implementation Status
	Recommendation No. 6
	No PRR required at this time

	Status
	On going and on schedule

	Description
	ERCOT has made the necessary changes to its load forecasting and is evaluating the need for further changes on an ongoing basis.

	Sponsor
	ERCOT


Recommendations Related to Balancing Energy Market Operations

	7. Allow QSEs to submit an energy schedule for the end of the next hour that would be used by ERCOT to produce 15-minute schedule quantities by interpolating across the hour. 


· ERCOT has concerns with this recommendation, especially regarding the mechanism to address the schedule mismatch issue. Allowing QSEs to submit hourly energy schedules may not solve the issue of reconciling “the differences between the hourly schedules and the 15-minute actual load levels.” In fact, QSEs currently have the option to submit 15-minute schedules and ERCOT encourages this but only a few QSEs do this. 

· To implement this proposal requires changes in both ERCOT’s and QSE’s systems. The implementation and testing of this change would take 9 to 12 months after PRR is approved and the ERCOT cost would be around $200,000 to $600,000. 

Implementation Status
	Recommendation No. 7
	No PRR at this time

	Status
	Under discussion

	Procedural History
	· Issue was discussed at the 4/11/05 QSE PM WF meeting.
· Issue again discussed at the 4/29/05 QSE PM WF meeting.
· Issue discussed at the 5/5/05 TAC meeting.
· Issue discussed at the 5/18/05 WMS meeting.


Summary of Discussions:

QSE PM WG
· Concerns related to the effect on bid depletion and or higher MCPE prevent the QSE PM WF from developing a PRR to implement this recommendation.
· QSE PM WF will provide WMS with the reasons why it rejects this recommendation in writing.

TAC
· Requests that QSE PM WF proceed with writing a PRR that is responsive to this recommendation.

· Reasons for rejecting (or adopting) this PRR should be vetted through the comment process.  QSE PM WF is not a voting entity and, therefore, is not in the position to reject this recommendation.  There should also be a full record of the discussions regarding this issue.

	8. Implement an optional capability for QSEs to automatically adjust their hourly balancing energy offers for the changes in their 15-minute schedules.  This would help ensure that the participant’s portfolio energy offer is consistent with its energy schedules when the energy schedule is changing each interval. 


· This recommendation may appear attractive if ERCOT also changes the corresponding hourly Resource Plan to be a 15-minute Resource Plan. Since the Resource Plan currently shows the planned output level by hour, the concept of 15 minute balancing bids may be inconsistent with the hourly plan limiting the potential benefit from this recommendation. 

· To implement this recommendation requires a system change. The implementation and testing of this change would take 6 to nine months after PRR is approved and the ERCOT cost will be around $100,000 to $200,000.
Implementation Status
	Recommendation No. 8
	PRR 600, Align BES Bid with Resource Plan Capability and Resource Schedule

	Status
	Scheduled for June PRS under normal timeline

	Description
	This PRR documents the current ERCOT practice of limiting BES bids by the difference in Capacity in the Resource Plan and resource obligations, and proposes language that is responsive to Potomac Economics recommendation number 8.  PRR proposes to implement an optional capability for QSEs to automatically adjust their hourly Balancing Energy offers for the changes in their 15-minute schedules.  This would help ensure that the participant’s portfolio energy offer is consistent with its energy schedules when the energy schedule is changing each interval

	Sponsor
	QSE PM WG

	Procedural History
	· PRR 600 was posted on 4/1/05.




Summary of Discussions:

QSE PM WG
· QSE PM WG does not support the recommendation proposed by Potomac.  The group generally believes that the current process addresses the concern.  Therefore it proposed to codify the current process and proposes language that is responsive to the recommendation.  Group notes that there are other changes that can be made that are more beneficial to the market then what the recommendation proposes.
· It is anticipated that the comment process will vet all the pro’s and con’s of this PRR.

	9. Eliminating the load and generation plateau in the middle of the interval by changing the modeling approach for load and generation. 


· This recommendation would change several items - SCE calculation, smoothing algorithm and URC calculation. Balancing Energy Deployments are currently issued about 6 to 7 minutes prior to the next interval. With the existing ramp periods, deployments for the next interval are issued before a QSE starts its ramp into the next interval. 

· This recommendation requires changes in both ERCOT’s and QSE’s systems. The implementation and testing of this change would take 4 to 5 months after PRR is approved, and the ERCOT cost would be around $60,000 to $100,000.

Implementation Status
	Recommendation No. 9
	PRR 601, 15 Minute Ramping for BES and Base Power Schedule

	Status
	Scheduled for the June PRS under a normal timeline.

	Description
	The ramping period for BES deployment and for Base Power Schedule changes is changed from 10 minute to 15 minute to eliminate of the “plateau” during the interval.

	Sponsor
	QSE PM WG

	Procedural History
	· Issue was discussed at the 4/11/05 and 4/29/05 QSE PM WF meeting.
· PRR 601 was posted on 5/4/05.


Summary of Discussions:

QSE PM WG
· QSE PM WG does not support the recommendation proposed by Potomac.  Concerns relate to the of costs associated with implementing this recommendation to the QSEs, implications for Section 6.10.4.2 (Base Power Schedule Calculation), and CPS scores.  Group recommends that a an engineering analysis be performed to quantify the costs and benefits.
· QSE PM WG submits this PRR as technically feasible.  It is anticipated that the comment process will vet all the pro’s and con’s of this PRR.

	10. Require that QSEs submit physically feasible energy schedules.  It would be difficult to automatically validate the schedules for feasibility since they can be submitted well before the operating hour.  However, it could be monitored and enforced through ex post validation of compliance.

	11. Implement uninstructed deviation charges that allocate a portion of the regulation costs to the QSEs exhibiting large SCEs in the periods during each hour with the largest regulation needs.  In particular, we propose specific changes to PRR 356 that has been pending for more than two years.


· Potomac recommendations 10 and 11 are intended to reduce the fluctuations in SCE levels and improve system frequency control. ERCOT staff believes the above two Recommendations will improve system frequency control. PRR356 on SCE performance requirement, would have addressed the above two recommendations and it has been tabled for about three years due to lack of consensus among the stakeholders.

Implementation Status
	Recommendation No. 10
	PRR 525, SCE Performance and Monitoring

	Status
	Approved

	Description
	Revises Sections 6.10.4, 6.10.5, and 6.10.6, and subsections to require all QSEs to follow Schedule Control Error (SCE). ERCOT and Market Participants have struggled with frequency control issues since the opening of the present market with little success in achieving improved frequency control.  Requiring all QSEs to follow SCE will most likely have a positive effect on frequency control performance and the associated reliability of the ERCOT system.

	Sponsor
	ERCOT

	Procedural History
	· PRR was posted on 6/10/04.

· PRS remanded PRR525 to WMS on 7/23/04.

· At the 8/19/04 WMS meeting, ERCOT Compliance stated they would measure SCE performance based on various methods (PRR525, Austin Energy, and ERCOT) and present the results at a future WMS meeting.

· At the 9/23/04 WMS meeting, WMS decided to send the PRR to the QSE Project Manager’s meeting for resolution.

· At the 11/8/04 QSE Project Manager’s meeting, the group was unable to reach agreement on which method to endorse.

· At the 12/3/04 WMS meeting, the three methods for measuring SCE and QSE performance using these methods were presented by ERCOT.  WMS voted to endorse Austin Energy’s method.

· PRS considered this PRR on 1/20/04.

· TAC considered this PRR on 3/3/05.

· PRS assigned priority and rank on 3/17/05.

· TAC affirmed priority and rank on 4/7/05.

· The BOD approved this PRR on 4/19/05.


Summary of Comments/Discussions:

PRS

· FPL suggested that PRR525 be prioritized below the cut line because ERCOT will be providing the data monthly to QSEs and that there should be no enforcement until after automation.
TAC

· The need for QSEs to calculate their own performance scores in real-time.  TAC noted that ERCOT has been providing QSEs their data on an informal basis.  TAC determined that ERCOT should continue to provide that data.

· Options for implementation of PRR525 and the effects PRR586 (SCE Performance and Regulation Cost Reallocation) might have on SCE Performance and Monitoring if approved.

BOD

· Approved PRR525 as recommended by TAC with an amendment that exempts QSEs that do not provide Ancillary Services from compliance enforcement until system implementation is complete.

	Recommendation No. 11
	PRR 586, SCE Performance and Regulation Cost Re-Allocation

	Status
	In progress

	Description
	Replaces monitoring of QSEs’ adherence to their base power schedules, Balancing Energy Dispatch Instructions, and Ancillary Service Dispatch Instructions with a single metric that motivates QSEs to stay on schedule and perform their obligations.  

	Sponsor
	PUC WMO

	Procedural History
	· PRR was posted on 4/4/05.

· On 4/5/05, PRS denied the request for Urgent Status by email vote.

· At the 4/15/05 Open Meeting the Commission requested a back-cast analysis (analysis) of the proposal.
· The analysis was made available to PRS and WMS on 4/20/05.

· At the 4/22/05 WMS discussed the analysis.
· WMS again discussed this PRR at its 5/18/05 meeting.

· On 5/19/05, PRS considered this PRR and remanded the PRR to ROS, with the request that ROS report a resolution to PRS in July.




Summary of Comments/Discussions:

FPL and Cielo Comments: 
· The cost allocation methodology based on minute-by-minute SCE is inherently incompatible with the ERCOT Systems which only allow a single Resource schedule value for each 15-minute interval.  The PRR does not recognize existing Protocol language addressing the output variability of Uncontrollable Renewable Resources.  PRR 586 fails to consider other factors, such as unit trips or the relationship between the penalties in existing Protocols. 

Back Cast Analysis:
· Ancillary Service Demand Factor (ASDF): 15 minute summation of 1 minute intervals results in applying penalty to every 15 minute interval.
· ERCOT Frequency Control: Metric would have to be modified to correlate acceptable frequency control (ERCOT CPS1) with QSE performance.
· Total penalty cost equaled $11.5 million for the month of November 04.  The ASDF for all participants had at least 1 minute of the 15 minute sum in which an interval met the criteria for applying the penalty.
· Without a dead-band around an individual QSE’s ISCE, there is a risk of having a low ISCE and paying a large share of the penalty (i.e. if most QSEs have a ASDF = 0 in the interval).
· ERCOT frequency was outside of the acceptable tolerance (+/-0.03 Hz dead-band) 11,460 one minute intervals out of a total of 43,200 one minute intervals.

· One third or 3,796 of the 11,460 intervals would not have had a penalty applied even though ERCOT frequency was outside an acceptable range, however, this can be addressed with a small change to the formula.

· A small change to the formula is needed so that QSE will not receive a good score when ERCOT is un-deploying regulation and the QSE is generating in an undesirable direction.
ERCOT
· ERCOT Staff supports the Potomac recommendation to implement an Uninstructed Deviation charge for hours in which the amount of Regulation capacity required is significantly higher due to the increased Regulation need during those hours.  PRR586 attempts to address this problem by calculating an Ancillary Service Demand Factor (ASDF) for each QSE and assigning a charge to that QSE.

· The overall objective should be to reduce the costs to Loads of large amounts of Regulation purchased during certain hours.  To accomplish this, ERCOT Staff proposes implementing a different charge that would only be applied during hours in which the amount of Regulation Service Obligation (sum of up Regulation Service and down Regulation Service) exceeds the hourly average amount of Regulation Service Obligation for the day, plus one standard deviation.  This charge would allocate the cost of the excess regulation purchased to QSEs with poor SCE performance. ERCOT Staff suggests utilizing an existing metric recently approved by the Board in PRR525 (SCE Performance and Monitoring).  

· Section 6.10.5.3, SCE Monitoring Criteria, defines the satisfactory control performance of a QSE and defines the calculation for a QSE’s participation factor.  The QSE’s charge for non-satisfactory performance should be defined as the participation factor multiplied by the excess cost of Ancillary Service for that 10 minute interval of non-compliance.

· Suggests that certain sections be retained as-is prior to this PRR.  6.10.5.1-2 contain background about scheduling and BUL.  6.10.5.4-6 contain separate criteria related to Responsive Reserve and Non-Spinning Reserve Service performance which are important given the limited deployments of these ancillary services.  

Garland:

· Garland is supportive of 586PRR as originally submitted by Commission Staff, however; in reply to ERCOT's arguments, they are built on two false premises.  First, ERCOT assumes that PRR 525 "calculates a participation factor that is reflective of a QSE's control responsibility" on a basis other than SCE.  Second, ERCOT claims that the cost to Loads of excessive regulation is only that associated with above average hourly amounts of regulation demanded by ERCOT.  As both premises are false, so are ERCOT's arguments based on them.

· ERCOT wants to continue to maintain separate performance criteria for RSR and NSRS.  There is no reason NSRS cannot be considered under an SCE performance measure such as PRR 586.  Responsive is problematic: but that issue will not be resolved until we address the frequency response issue first.

PUC WMO

· PUC WMO has reservations about PRR 525 and ERCOT’s proposed changes to PRR 525, as an alternative to PRR 586.

· Averaging the QSE’s SCE over 10 minutes allows for negative and positive SCE to cancel out the 10-minute period.

· PUC WMO has reservations about ERCOT’s determination of what constitutes a “natural” amount of regulation – the numbers show this level of regulation obligation may not ever be reached.
· PUC WMO does not see a justification for the methodology selected to calculate the SCE using the square root of the participation factor – if all QSEs pass the metric, ERCOT could still be outside the NERC standard by a large margin.

· A back-cast analysis will show that a charge will never apply with this proposal.

PRS

· Market Participants were still uncomfortable with the PRR, even with the revisions proposed by PUC WMO.  Of particular concern were the ramping periods and identification of Market Participants experiencing high SCE.  

· Participants discussed whether SCE violations are a symptom of the frequency response problem and that a PRR to punish SCE violations will not necessary fix the problem.  Some participants argued that the objective was not necessarily to reduce regulation, but to assign the cost to those who causer regulation deployments.  Others argued that the market should define the problem (occurring at 2200 and 0600) and develop a solution to the problem, rather than approve a PRR to fix SCE violations.  PUC WMO responded that this was unacceptable because Potomac had already defined the problem.  

· Participants noted that the market had not yet examined results form the implementation of PRR525, and that they should be incorporated into any further discussions on PRR586.  PUC WMO opined that PRR525 is ineffective and no presentation was necessary.  

· PRS voted on and passed a motion to remand the PRR to ROS, with a suggestion that PDCWG review PRR586, and return results to PRS by its July meeting, with specific instructions to:

1. frame the problem;

2. determine whether PRR586 resolves that problem

3. provide revisions to PRR586 so that it resolves the problem or develop a new PRR that resolves the problem; and

4. determine any unintended consequences that could result from PRR586.  
	12. Consider a specific modification of its portfolio ramp rate methodology that would recognize the changes in energy schedules. 


· This recommendation requires a SPD change. Step 1 and 3 change should be simple, but it is more complicated when portfolio ramp rate is considered in unit specific deployment process in step 2. The implementation and testing of this change may take 12 to 14 months after PRR is approved and the ERCOT cost will be around $500,000 to $1 Million.

· The cost of implementing this recommendation may not be recovered if ERCOT converts to a nodal market soon. In the meantime, as an alternative, ERCOT could educate Market Participants to understand how the current system works.
Implementation Status
Due to the complexity and cost of this recommendation, the implementation of this recommendation has been deferred until such time as the Commission issues a decision regarding the nodal market design.
Recommendations Related to Ancillary Services

	13. ERCOT modify the limit on the quantity of responsive reserves provided from a single unit to make it less binding on relatively small units. 


· Potomac Recommendation 13 will allow more QSEs to supply more responsive from their portfolios by allowing the Resource to support the max of 20% of its capacity or 50MW. The 20% rule is resulted from a previous study and there is a  concern that relaxing this requirement may have a negative impact in maintaining system reliability.

Implementation Status
	Recommendation No. 13
	OGRR 164, Responsive Reserve MW Limit.

	Status
	Under discussion

	Description
	Change the limit of RRS on an individual Generation Resource from 20% of Net Generation Capability to 20% of Net Generation Capability or 50MW, whichever is greater.  This OGRR is a copy of the previously withdrawn OGRR161.

	Sponsor
	American National Power

	Procedural History
	· Posted 3/25/05.
· PDCWG posted comments on 4/12/05.
· On 4/20/05, OWG recommended rejection of OGRR164.
· On 5/12/05, ROS voted to recommend rejection of OGRR 164.




Summary of Comments/Discussions:

PDCWG Comments: 
· Does not support this change due to the greater risk of firm Load Shedding as stated in ERCOT’s comments to the original OGRR161 dated 1/14/05.

ERCOT Comments:
· ERCOT Comments are identical to those of 1/14/05 on OGRR161.  ERCOT is re-filing them on OGRR164 to show that ERCOT continues to not support this change.
· Greater risk of firm Load shedding-The 20% of a unit’s Net Generation Capability Responsive Reserve limit is based on the requirement of a generator to have its governor in service and set within a 5% droop characteristic.  A generator droop response of 5% means that for a 3 Hz change in frequency a generator can move from no Load to full Load.  The first firm Load shedding relay point is set at a frequency of 59.3 Hz.  This means that for a 0.6 Hz change in frequency (right above firm Load shedding) only the first 20% of a unit’s capacity would be effective in stabilizing frequency above firm Load shedding.  Increasing the amount of a unit’s capacity that can be counted as Responsive Reserve above 20% would result in fewer units capable of stabilizing frequency above the firm Load shedding frequency point, and place ERCOT at greater risk of shedding firm Load.

· Greater risk of not meeting the NERC DCS event requirement - Currently ERCOT is required by NERC to be able to return the frequency to normal within 15 minutes after a DCS disturbance event.  A DCS event in ERCOT is defined as a 1000 – 1250 MW sudden loss of generation.  When the 20% rule was instituted, at least 1725 MW of the 2300 MW Responsive Reserve requirement was carried on units.   ERCOT currently requires only 1150 MWs of the 2300 MW Responsive Reserve requirement to be carried on Generation Resources.   This reduction increases the need to spread the requirement to multiple units, thus increasing the overall ramp rate capability of ERCOT.  Therefore, increasing the amount of Responsive Reserve that can be carried on a single unit will result in an overall reduction of ERCOT’s ramp rate capability and increase the risk of not being able to comply with the NERC requirement. 

ROS
· ROS recommended rejection of this OGRR based on the comments provided by PDCWG and ERCOT.  These same comments were provided in reference to OGRR 161.
	14. ERCOT institute procedures to monitor whether QSEs are meeting their reserve obligations in real time. 


· Potomac Recommendation 14 will help to resolve the issue that some QSEs are short of physical capability to satisfy their reserve obligations.  ERCOT will collect the data in real time, but the data will be used on a historical basis for analysis of QSE performance and to monitor compliance.
Implementation Status
	Recommendation No. 14
	PRR 590, Update Unit Telemetry Requirements
OGRR 165, Update Unit Telemetry Requirement.  

	Status
	In progress

	Description
	This PRR proposes to add a requirement for QSEs to submit real-time AGC status and Ramp Rate for all online units in their portfolio.  Currently, capacity is monitored, but a unit’s ramp rate is not monitored.  This revision will incorporate a unit’s ramp rate and AGC status in the data provided to ERCOT.
The OGRR updates the Operating Guide to include State Estimator Observability and Redundancy Requirements
The ERCOT Compliance Enforcement Process (Day-Ahead and Real Time Operations Compliance) will be used to monitor and enforce compliance with this PRR and OGRR.

	Sponsor
	ERCOT

	Procedural History
	· PRR 590 was posted on 4/1/05.
· On 5/19/05, PRS voted to recommend approval of this PRR as amended by ERCOT, FPL, Exelon, and PRS.




Summary of Comments/Discussions:

Exelon comments: 
· PRR needs additional language to address the unique characteristics of combined cycle technology control systems and proposes adding language, which would allow for aggregation of CCGTs.
FPL Energy comments: 

· The information sought by the PRR may not be available for combined-cycle technology in any more detail than is already provided to ERCOT in the Day Ahead Resource Plan.  
· If stakeholders elect to adopt PRR 590, FPL Energy supports Exelon’s comments regarding CCGT’s.
· Provides language exempting Uncontrollable Renewable Resources from the requirements of PRR 590, as ramp rates and AGC status do not apply to these Resources.
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