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	Comments


Below is the ERCOT back-cast analysis referenced in the PUC WMO comments.  The back-cast analysis employs the formulas proposed in PRR661 for calculating penalties to be assessed to QSEs for nonperformance.  The back-cast analysis is based on data for the month of March.
	ID
	AINT
	Cost to get to 90%
	MINT
	PINT
	Failing Interval Count
	Comment

	AO
	32.5
	$12,463.46
	4375
	3905
	470
	Round up to 33

	AQ
	313.9
	$12,868.75
	1141
	713
	428
	Round up to 314

	B
	239.2
	$29,403.65
	4028
	3386
	642
	Round up to 240

	H
	219.2
	$29,440.61
	3578
	3001
	577
	Round up to 220

	L
	791.3
	$81,454.30
	4387
	3157
	1230
	Round up to 792

	R
	79.1
	$23,422.18
	4439
	3916
	523
	Round up to 80

	AL
	2971.9
	 
	4311
	908
	3403
	Wind-Only QSE

	AG
	2743
	 
	4240
	1073
	3167
	Wind-Only QSE

	AN
	2532.2
	 
	4138
	1192
	2946
	Wind-Only QSE

	AM
	2391.2
	 
	4008
	1216
	2792
	Wind-Only QSE

	
	
	$189,052.95
	
	
	
	


ERCOT generally supports the concept of an effective market mechanism to provide incentives for SCE compliance.  However, ERCOT agrees with the PUCT WMO comments that the limitation to providing Regulation Service should be more demanding.  To this end, ERCOT offers the following options:

Base the limitation on a rolling six-month period
ERCOT recommends that, instead of imposing limitations on QSEs with a monthly score below 80% for three consecutive months, limitations should start whenever a QSE or sub-QSE scores below 80% during three of any rolling six-month period.  
Gradual reduction on ability to participate in the Regulation Service
As presently written, once Regulation Service limitations are imposed, QSEs and sub-QSEs not capable of achieving 90% would still be allowed to provide Regulation Service after settling in the 80% range.  It would seem that further reductions in allowed participation in Regulation Service for QSEs and sub-QSEs experiencing continued non-performance are needed. Therefore, ERCOT recommends that the allowed Regulation Service be limited to 50% of the previous average of Regulation Service provided for the subsequent three months.  Continued non-performance should result in disqualification of the QSE or sub-QSE from providing Regulation Service for three months, if necessary.  In addition, in the event a QSE or sub-QSE scores below 80% for three or more months, the PRR should also clarify how quickly the Regulation Service limitation penalty will be imposed or withdrawn, such as three business days after final scores.

Disqualification when necessary

ERCOT assumes that it generally has the authority to disqualify a QSE or sub-QSE for not meeting the performance criteria.  This PRR in present form, however, appears to prevent ERCOT from doing so because it fails to address at which point the QSE or sub-QSE may be subject to the possibility of disqualification; ERCOT needs such an enforcement mechanism in cases of severe non-performance (extremely low scores) or continued, long-term non-performance.  ERCOT should have the ability to disqualify, at least temporarily, any QSE or sub-QSE from Regulation Service anytime when its monthly score is below 70%.  
Application of a multiplier

ERCOT also agrees with the PUCT WMO’s suggestion that a multiplier be added to the SCE charges as a further incentive to meet performance standards.

Continued posting for non-performance

ERCOT assumes that QSEs and sub-QSEs with scores below 90% remain in violation of the performance criteria and are subject to having their names posted on the ERCOT web site.  Failing to meet the one-minute SCE criteria is not addressed in this PRR; but ERCOT believes that it is likely to be only an occasional issue with the present parameters.  Posting of the names of QSEs and sub-QSEs who do not meet the one-minute SCE will, however, also continue.

Aside from these larger policy concerns, ERCOT believes that the implementation of this PRR is manageable based on the following implementation plan and using the following assumptions:

1. QSEs and sub-QSEs must meet or exceed the measure in ninety 90% of the intervals per month in order to have a passing score.  If the monthly score is less than 90%, ERCOT will calculate an SCE charge for those intervals in the month which the QSE or sub-QSE failed.  However, ERCOT will calculate a final QSE or sub-QSE charge for the highest cost intervals required to meet the measure. 

2. ERCOT assumes prices used to calculate performance charges will be the simple average between MCPC for Regulation Service-Up and Regulation Service-Down.

3. Only QSE’s and sub-QSEs that have monthly performance measures greater than 90% and provide Regulation Service qualify to receive a payment, but only whenever ERCOT calculates performance charges for the month.

4. Within ten calendar days following the end of the month being analyzed, ERCOT’s Compliance Dept. will develop scores and forward them to QSEs and sub-QSEs for their review and attempt to resolve any disagreements before the end of the subsequent month.  If disagreements exist on scores at the end of the subsequent month, the Compliance Dept. will issue the Final scores it determines for Settlement based on the criteria set forth in Section 6.10.5, QSE Real Power Performance Criteria, and Section 6.10.6, Ancillary Service Deployment Performance Conditions. 
5. ERCOT will issue an initial SCE performance settlement ten Business Days after the Final scores have been issued by the Compliance Dept. on a Final Settlement Statement of its choosing.  

6. ERCOT will issue a Resettlement of the month being analyzed no later than the last scheduled date for True-Up Settlement Statements for the month being analyzed.

7. Any disputes associated with SCE performance and scores should be addressed with ERCOT Compliance.  Performance score disputes arising after Initial Settlements would then be handled as other Settlement disputes, in accordance with Section 9.5, Settlement and Billing Dispute Process.  
8. ERCOT’s Settlement and Billing group will post on the ERCOT public web site or on a secured location in the public domain an excel spreadsheet with sufficient information to allow QSEs and sub-QSEs to shadow their respective statements.  Details of exclusions by QSE and sub-QSE will not be posed.

9. At its discretion, ERCOT may issue a Resettlement Statement of the Initial monthly settlement at a time that is convenient to ERCOT.

10. If a QSE or sub-QSE fails to pay an Invoice, ERCOT will short-pay other Market Participants by the unpaid amount on the Invoice until such Invoice is paid in full and in accordance with current practices.

11. In the event that SCE scores are not available for a particular interval, and cannot be readily derived from alternative data, the interval will be excluded and not counted in the totals or calculations.
12. In the event that the MCPC for Regulation Service-Up and Regulation Service-Down are negative, no charges will be calculated for the intervals in such hour.

13. Eligibility for credits is based on a QSE or sub-QSE being a Regulation Service provider and having a 90% score for the entire month, not just intervals during which ERCOT awarded Regulation Service. For example, whether a QSE or sub-QSE earns a monthly score of 90% or 98% has no impact on the amount of credits a QSE or sub-QSE may earn.  Allocation of the credits is purely based on a pro-rata share of the total monthly ERCOT Regulation Service awarded to QSEs and sub-QSEs.  Basing this credit on overall monthly performance means that some providers of Regulation Service will receive payments that are based on periods when they did not perform well.
14. ERCOT currently calculates performance for each QSE and sub-QSE with Generation Resources.  The Protocol language needs to clarify that each QSE and sub-QSE will be scored and subject to charges or credits.  

15. ERCOT suggests that the rounding of monthly SCE scores to integers be specified, rounding up for odd numbers and down for even numbers, for both the monthly score (in percentage), as well as the SCE for each ten-minute interval (MW).  Similarly, a minimum level of Resource scoring - such as 144 ten-minute intervals in a month (the equivalent of one full day) - should be specified in this PRR for consideration as to whether the QSE or sub-QSE is subject to that month's charges or credits.
ERCOT agrees to perform a manual work around until such time as doing so – at ERCOT’s sole discretion -- becomes too complex and a system change is required.  SCE Performance Charges and Payments will occur as a Miscellaneous Debit/Credit and in one lump monthly sum and will be reflected in Settlement Statements accordingly.  To this end, ERCOT expects that Market Participants will give this PRR a high priority.
ERCOT offers the following Protocol language revisions, consistent with the foregoing discussion.  ERCOT, however, recommends that this PRR be remanded to PRS for a more thorough review of the aforementioned implementation plan, assumptions, and policy concerns.
	Revised Proposed Protocol Language


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 Resource scheduled change in the measurement period (1 or 10 minute) to the total ERCOT Generation Resource 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 level 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 qualifications of any QSE providing an Ancillary Service(s) for continued failure to comply with required performance standards.

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

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 simple average MCPC of URS and DRS for that period multiplied by the absolute value of average SCE during that period.  If the MCPC for URS or DRS is negative, ERCOT will set that price equal to zero (0) in calculating the SCE charge.  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.
AINTqm 

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

INTCHGiq
=
SAMCPCi * ABS(SCEiq)*SF/6 
SAMCPCi = Σ (MCPCRGUP + MCPCRGDN)/2
PCHSCEqhm 
= 
SUM of AINTq Greatest 
INTCHGiq

Where:

q

QSE
m

Month interval
i

10-minute interval below target level
h

Hour interval
MINTqm
10-minute intervals measured for compliance

PINTqm
10-minute intervals meeting compliance measure

SF 

Scale Factor set to 1

AINTqm
Additional 10-minute intervals needed to achieve target

INTCHGqi
Potential 10-minute interval performance charge

SAMCPCi
Simple average of URS and DRS MCPC for the hour
SCEi

Average SCE for the interval
PCHSCEqhm
SCE Performance charge
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 target level for the month being analyzed.  The SCE Performance Credit shall be calculated as follows:

PCRSCEqhm
=
-1 * SUM(PCHSCEqhm )

Where:

PCRSCEqhm
SCE Performance credit
PCHSCEqhm
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 Service-Up and Regulation Service-Down. 

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

PCRSCEphm
SCE Performance credit, by QSE, for QSEs passing the performance measure
PCHSCEhm
SCE Performance charge
RGPRqm

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 Service-Up and Regulation Service-Down. The participation ratio shall be calculated as follows:
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Where:

RGPRqhm

Regulation market participation ratio

p

individual QSE that passed monthly performance measure
qp

QSEs passing performance measure
RGSuphm

Total Regulation Service-Up MW scheduled for the hour per month
RGSdownhm
Total Regulation Service-Down MW scheduled for the hour per month
If a QSE falls below a compliance performance level of eighty percent (80%) for three consecutive months, ERCOT shall limit the QSE’s right to provide Regulation Service for all hours of the day, prospectively, for a three month period. 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 Section 6.10.5.3, for three consecutive months.  During this period, ERCOT shall limit the QSE’s ability to supply Regulation Service to the QSE’s 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 limit.    
ERCOT shall calculate the Regulation Service limit by taking the total number of MWh of Regulation Service-Up scheduled and submitted to ERCOT for the month and dividing such quantity by the number of hours in which the QSE submitted Regulation Service-Up Schedules to ERCOT.
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Where:

RSL

Regulation Service schedule limitation

RGSup

Total Regulation Service-Up MWh scheduled and submitted to ERCOT 
q

QSE

m

monthly total

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















6.10.12.3 Settlement Timeline and Dispute Process

ERCOT shall process the SCE Performance Charges and Payments for a month within ten (10) Business Days after the ERCOT Compliance Dept. issues final scores.  ERCOT will apply Debits and Credits onto Settlement Statements on a scheduled Final Settlement Statement of its choosing and in accordance with Section 9.2, Settlement Statements.
ERCOT may issue a Resettlement Statement for the monthly SCE Performance charges and payments if required due to approved disputes or corrections.  Any such disputes must be submitted and approved thirty (30) days prior to the scheduled date for issuance of the True-Up Settlement Statement for the last day of the month in question. ERCOT may utilize a manual entry to process any Resettlement Statements necessary on a scheduled True-Up Settlement Statement for an Operating Day of the month being analyzed.

Market Participants disputing their SCE scores pursuant to Section 6.10.5, QSE Real Power Performance Criteria, and Section 6.10.6, Ancillary Service Deployment Performance Conditions, will make disputes known to the ERCOT Compliance Dept. prior to the date on which ERCOT issues the initial monthly settlement.  After the initial SCE performance monthly settlement, Market Participants will submit disputes relating to SCE performance calculations in accordance with Section 9.5, Settlement and Billing Dispute Process.  
(RGSupRGSuphm+RGSdownhm)p


RGPRphmq	=�


     SUM(RGSupRGSuphm+RGSdownhm)qp





(RGSup)mq


RSLup	=�


     HrsRGSU
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