PRS Recommendation Report

	PRR Number
	661
	PRR Title
	SCE Performance Enforcement Criteria

	Timeline

(Normal or Urgent)
	Urgent
	Recommended Action
	Approval

	Protocol Section(s) Requiring Revision (include Section No. and Title)
	6.10.5.3, Regulation Services Monitoring Criteria

6.10.12.1, SCE Enforcement Criteria (new)

	Proposed Effective Date
	TBD

	Priority and Rank Assigned
	TBD

	Revision Description
	This revision creates the criteria for Schedule Control Error (SCE) Performance Enforcement.

	Overall Market Benefit
	If a large QSE is eliminated from the market, the Market Clearing Price (MCPE) will spike to a higher clearing price.  This PRR eliminates price shock if a large QSE is eliminated from the Ancillary Services market.

	Overall Market Impact
	None

	Consumer Impact
	Not known

	Credit Impacts:  Has the Credit Workgroup reviewed the PRR?  If so, are there credit impacts? (indicate Yes or No, and if Yes, include a summary of impact)
	No

	Procedural History
	· PRR661 was posted on 4/7/06 with a request for Urgent Status.
· Urgent Status was granted by e-mail vote on 4/12/06.

· On 4/18/06, PUC WMO posted comments.

· On 4/19/06, ERCOT posted an Impact Analysis (IA).

· On 4/20/06, ERCOT posted comments.

· On 4/21/06, Calpine and WMS posted comments.

· On 4/21/06, PRS tabled this PRR.
· On 5/18/06, PRS considered this PRR.

	PRS Recommendation (indicate whether all segments were present for the vote, and the segment of parties that voted no or abstained)
	On 4/21/06, PRS voted to table consideration of PRR661, along with PRRs 586, 649, 656, and 662, until the May 18, 2006 PRS Meeting.  The motion passed with two abstentions from the Independent Power Marketer and Independent Generator market segments.  All market segments were present for the vote.
On 5/18/06, PRS voted to recommend approval of PRR661 as recommended by WMS and revised by PRS. The motion passed with three abstentions from the Municipal (1) and the Independent REP (2) Market Segments.  All Market Segments were present for the vote.

	Summary of PRS discussion
	On 4/21/06, the Frequency Control Task Force (FCTF) Chair, Mark Bruce, reported that FCTF has reviewed various options to address the SCE.  The options were presented to the Reliability Operations Subcommittee (ROS) and the Wholesale Market Subcommittee (WMS).  The ROS concluded that the measures implemented by PRR525, SCE Performance and Monitoring appear to be working and voted to endorse PRR525.   

According to Mr. Bruce, at this time the WMS is focused on developing an SCE solution that uses the existing SCE performance measurement (the PRR 525 methodology) and that requires minimal system changes.  WMS expects to adopt a final recommendation for a market structure to properly align the commercial incentives and/or penalties needed to ensure QSEs maintain appropriate SCE at its May 17, 2006 meeting for consideration by the PRS in May.  This recommendation will likely take the form of comments or amendments to PRR 661.  Therefore, WMS recommends PRS table consideration of PRR586, 649, 656, 661, and 662 until the May 18, 2006 PRS Meeting.  
On 5/18/06, PRR661 and PRR662, Modify Ancillary Service Deployment Performance Conditions, were presented as a package.  Participants discussed that PRR661 retains the performance criteria in Protocol Section 6.10.5.3, Regulation Services Monitoring Criteria, as recommended by ROS.  PRR661 creates a performance charge for bad performance and a performance credit for good performance.  QSEs that perform badly for three months will be limited from participating in the regulation market.  Commission Staff emphasized that if the penalty is insufficient, the PUCT will not support this PRR.  Generation Resources responded that it is difficult to assess what the proper threshold is for penalties and that most failing QSEs are wind Generation Resources.  Commission Staff will review the penalty values to determine whether they are sufficient.  




	ERCOT/Market Segment Impacts and Benefits


Instructions: To allow for comprehensive PRR consideration, please fill out each block below completely.  Wherever possible, please include reasons, explanations, and quantitative cost/benefit analyses pertaining to the PRR.  
	

	Assumptions
	1
	Present Market Clearing Price for Regulation = $20/MWh

	
	2
	If large QSE eliminated from market, Market Clearing Price will spike to a higher clearing price

	
	3
	Large QSE probably sells 200MW per hour of Regulation Services 24 hours a day

	

	
	Impact Area
	Monetary Impact

	Market Cost
	1
	Resource QSEs should already be performing their obligations.
	$0

	

	
	Impact Area
	Monetary Impact

	Market Benefit
	1
	Eliminates Price Shock to market when a large QSE is eliminated from the Ancillary Services market.
	

	

	Additional Qualitative Information


	1
	$10 to $30 differential * 200MW * 24hours * 365days/year =$17.5 MM to $52.5 MM per year.

	

	Other
	1
	Minimal incremental work from the work presently being done.

	


	Original Sponsor

	Name
	Rafael Lozano

	Company
	PSEG Texgen I

	Segment
	Independent Generator


	Comments Received

	Comment Author
	Comment Description

	PUC WMO 041806
	Commented that the approach of this proposal does not meet the recommendation made by Potomac Economics because it targets only very bad performers and does not relate charges in proportion to the costs of procuring regulation.

	ERCOT 042006
	Commented that ERCOT would not be able to perform monitoring on a 100% deployment rate as proposed by this PRR and requested clarification of the formulas and exemption clauses in order to evaluate their effectiveness and system impacts.

	Calpine 042106
	Commented that by all accounts it appears that PRR 525 is beginning to have a beneficial impact on the control performance behaviors of many fleets.  Recommended that the stakeholders better define the enforcement mechanism to accompany PRR 525.  

	WMS 042106
	Recommended that PRS table PRR 661 at its April 21, 2006 meeting.  WMS expects to adopt a final recommendation for a market structure to properly align the commercial incentives and/or penalties needed to ensure QSEs maintain appropriate SCE at its 5/17/06 meeting for consideration by the PRS in May.  This recommendation will likely take the form of comments or amendments to PRR 661.  

	WMS 051806
	Proposed revisions to implement penalties and credits, and limits on participation of bad performers.


	Proposed Protocol Language Revision


6.10.5.3
SCE Monitoring Criteria

SCE Monitoring Criteria will be reviewed by the appropriate ERCOT TAC subcommittee and submitted into these Protocols upon approval.

Each QSE shall control its Resources to operate to the final Resource bilateral schedules as converted to a base power function plus the equivalent power requirement of any instructed Ancillary Services and other SCE obligation terms including governor response.  ERCOT shall calculate one (1) and ten (10) minute averages of each QSE’s SCE.  ERCOT shall also calculate each QSE’s participation factor as the ratio of the QSE’s generation scheduled change in the measurement period (1 or 10 minute) to the total ERCOT generation scheduled change in the same measurement period.  ERCOT shall limit the deployment of RGS Service to QSEs for each control cycle equal to one hundred twenty five percent (125%) of the total amount of RGS Service in ERCOT divided by the number of control cycles in ten (10) minutes.  Intervals where a QSE’s generation is less than one (1) MW in the measurement period (1 or 10 minute) will not be included in the calculation of the SCE Monitoring Criteria.  Satisfactory control performance of the QSE shall be deemed acceptable when:

(1)
The one (1) minute averages of the QSE’s SCE meet the following criteria over the calendar month (commonly referred to as SCPS1), and
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(2)
The ten (10) minute averages of the QSE’s SCE meet the following criteria for ninety percent (90%) of the ten (10) minute periods over the calendar month (commonly referred to as SCPS2).
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Where:

SCE1 
is the one minute average of SCE.

SCE10
is the ten minute average of SCE.

Bias1 
is the one minute average of the ERCOT total bias used in the ACE calculation.

(F1 
is the one minute average of frequency deviation from schedule.

Participation Factor
is determined by the ratio of the QSE’s generation scheduled change for the measurement period (1 or 10 minute) to total ERCOT generation schedule change for the measurement period (1 or 10 minute).  Generation schedule change per interval is defined as below:

{Absolute Value 

[     (ResourceSchedule – ResourceSchedulePreviousInterval)

   + (BalancingDeployment – BalancingDeploymentPreviousInterval)  ]

+ RegulationUpSchedule

+ RegulationDownSchedule}


If this Participation Factor Calculation results in a value of less than 1%, then 1% will be used.

( 
is a constant derived from the targeted frequency bound.  It is the targeted root-mean score of one (1) minute average frequency error from a schedule based on frequency performance over a given year as established according to NERC Performance Requirements by ERCOT and the appropriate ERCOT Subcommittee as assigned by TAC.

L10 
is a limit to recognize the desired performance of frequency for ERCOT as established according to NERC Performance Requirements by the appropriate ERCOT Subcommittee assigned by TAC.  As of July 2003, L10 is defined as (1.65 * E10 * 10 * Bias10) where E10 is 0.01315 Hz and Bias10 is the ten (10) minute average of the ERCOT total bias used in the ACE calculation.

K
is a constant currently set to .81 which is established by the appropriate ERCOT Subcommittee as assigned by TAC.  K should initially be set to .81 to provide an ERCOT wide L10 equivalent to the ERCOT wide L10 currently used by Control Areas in ERCOT.  This constant can be adjusted to ensure correlation between passing the NERC CPS2 criteria and passing the SCE ten (10) minute control limit.

6.10.12
Non-Compliance Actions of ERCOT

ERCOT may revoke any or all Ancillary Service qualification of any QSE providing an Ancillary Service(s) for continued under-performance.

Failure to deliver energy resulting from a valid Dispatch Instruction is cause for ERCOT, at ERCOT’s option, to withhold payment for any Ancillary Services purchased and not delivered.

ERCOT will make information relative to each QSE’s performance as well as ERCOT’s performance, available to the marketplace on a monthly basis, subject to the provisions of Section 1.3.1, Restrictions on Protected Information.

6.10.12.1
SCE Performance Charge
For a QSE at or above the target level for the ten (10)-minute criteria for SCE performance, the SCE Performance Charge will be zero for the month being analyzed.

If a QSE falls below the target level for the ten (10)-minute criteria for SCE performance for the month being analyzed, ERCOT shall calculate the number of additional 10-minute periods that the QSE needed to have achieved the target level.  For each ten (10)-minute period below the target level, ERCOT shall calculate the potential performance charge as the weighted average MCPC of URS and DRS for that period multiplied by the absolute value of average SCE during that period.  The QSE’s monthly Performance Charge shall be calculated as the sum of the highest cost ten (10)-minute periods which were below the target level with the number of periods equal to those required to have met the target level.
AINTq 

=
90% * MINTq – PINTq
For each ten (10)-minute interval below target level:

INTCHGiq
=
WAMCPCiq * ABS(SCEiq)*SF/6 

PCHSCEq 
= 
SUM of AINTq Greatest 
INTCHGiq

Where:

q

QSE

i

10-minute interval below target level

MINT

10-minute intervals measured for compliance

PINT

10-minute intervals meeting compliance measure

SF 

Scale Factor set to 1

AINT

Additional 10-minute intervals needed to achieve target

INTCHG
Potential 10-minute interval performance charge

WAMCPC
Weighted average of URS and DRS MCPC for the interval

SCE

Average SCE for the interval

6.10.12.2 SCE Performance Credit

Receipts for SCE Performance Charges shall be allocated, as a credit, to QSEs with an SCE Compliance Score above the acceptable compliance performance level for the month being analyzed.  The SCE Performance Credit shall be calculated as follows:

PCRSCE
=
-1 * SUM(PCHSCEq )

Where:

PCRSCE
SCE Performance credit
PCHSCEq
SCE Performance charge, by QSE
The Performance Charges collected by ERCOT shall be allocated to all QSEs that pass the SCE Performance measurement (ninety percent (90%) or greater score) for the month. ERCOT shall distribute the payments on a pro-rata share of total ‘Regulation supplied’ basis, calculated over the set of QSEs that passed the performance measure for the month. To calculate the total Regulation Service schedule for each QSE passing the performance measure, ERCOT shall sum the schedules over the month for Regulation Up Service and Regulation Down Service. 

ERCOT shall allocate the performance charges collected for each month to QSEs that pass the performance criteria for the month, as follows: 
PCRSCEp
=
SUM(PCHSCEq  )*RGPRp
Where:

PCRSCEp
SCE Performance credit, by QSE, for QSEs passing the performance measure
PCHSCE
SCE Performance charge
RGPR

Regulation market participation ratio

q

QSE

p

QSEs passing performance measure

For each QSE that passes the performance measure, the QSE Participation Ratio is determined on the basis of its actual participation in the scheduled supply of Regulation Up and Regulation Down Service. The participation ratio shall be calculated as follows:
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Where:

RGPR

Regulation market participation ratio

p

individual QSE that passed monthly performance measure
qp

QSEs passing performance measure
RGSup

Total Regulation Up MWhs scheduled for the month
RGSdown
Total Regulation Down MWhs scheduled for the month
If a QSE falls below a compliance performance level of eighty percent (80%) for three consecutive months, ERCOT shall limit the QSE’s ability to sell Regulation Services for all hours of the day, prospectively, with such limitation to be in place for three months. If after three consecutive months, the QSE has not yet attained three monthly scores of 90% or greater, the limitation shall remain in place for the number of months that it takes for the QSE to successfully achieve an SCE performance of eighty percent (80%) as evaluated under 6.10.5.3, for three consecutive months.  During this period, the QSE’s ability to supply Regulation shall be limited to its average schedule for the previous three months, for each Regulation Service, as determined from the QSE’s Regulation Service schedules submitted to ERCOT for the months being analyzed.  ERCOT shall communicate, and the QSE shall comply with the Regulation Services limitation.    
The Regulation Service Limitation shall be calculated by taking the total number of MWh of Regulation Up Service scheduled and submitted to ERCOT for the month and dividing such quantity by the number of hours in which the QSE submitted Regulation Up Service Schedules to ERCOT.
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Where:

RSL

Regulation Service schedule limitation

RGSup

Total Regulation Up MWh scheduled and submitted to ERCOT 
q

QSE

m

monthly total

HrsRGSU
Total number of hours in which Regulation Up schedules were submitted to ERCOT over the previous three months. 















(RGSup)mq


RSLup	=�


     HrsRGSU





(RGSup+RGSdown)p


RGPRpq	=�


     SUM(RGSup+RGSdown)qp
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