PRS Recommendation Report


	PRR Number
	673
	PRR Title
	Adjust SCE Performance Charge Scale Factor

	Timeline

(Normal or Urgent)
	Normal
	Recommended Action
	Approval

	Protocol Section(s) Requiring Revision (include Section No. and Title)
	6.10.12.1, SCE Performance Charge

	Proposed Effective Date
	TBD

	Priority and Rank Assigned
	TBD

	Revision Description
	The Scale Factor value in the SCE Performance Charge calculation is currently fixed at 1.  This PRR would modify the Scale Factor monthly based on ERCOT’s CPS-One score.  This PRR also sets maximum and minimum values for the Scale Factor.  

	Overall Market Benefit
	Increasing SCE Performance Charge may motivate certain Resources to minimize Schedule Control Error.

	Overall Market Impact
	May lower performance standards for certain QSEs.

	Consumer Impact
	None.

	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
	· PRR673 was posted on 7/14/06, with a request for Urgent status.
· The request for Urgent status by e-mail vote failed on 7/19/06.

· On 7/19/06, TXU posted comments.

· On 8/10/06, WMS posted comments.

· On 8/11/06, ROS discussed PRR673.

· On 8/14/06, ERCOT posted comments.

· On 8/17/06, PUC Staff posted comments.

· On 8/17/06, 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 8/17/06, PRS voted to recommend approval of PRR673 as revised by TXU and ERCOT comments, and as revised by PRS consistent with the ROS August 10, 2006 meeting discussion regarding adopting Option No. 2 and regarding the revised language related to the scaling floor and cap.  The motion passed with three abstentions from the Municipally Owned Utility (MOU) and Independent REP (IREPs)(2) Market Segments.  All Market Segments were present for the vote.

	Summary of PRS discussion
	Participants discussed the desirability of retaining a cap and floor for the scaling factor.  OPC suggested, consistent with PUS Staff comments, that, given the claim that the scaling factor would never go above two, whether the cap should be removed.  The Independent Generators countered that this should be done through a PRR because this instant PRR is a package agreement and that if the cap changes perhaps the scaling factor would have been different.  Commission Staff stated that the performance scores are good at this time, but that the April 17 event has shown that there are weaknesses in the system.  The proposal should be designed to enforce reliability.  The Independent Generators responded that the April 17 event had nothing to do with Schedule Control Error (SCE).  Some participants suggested there should be a mechanism in place to review the scaling factor and the caps on a regular basis because the economic incentive may not be 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
	

	

	
	Impact Area
	Monetary Impact

	Market Cost
	1
	Although this PRR requires a settlement system change, this change can be accommodated in the same project implementing PRR 661. 
	None.

	

	
	Impact Area
	Monetary Impact

	Market Benefit
	1
	Reliability: If ERCOT performance on NERC frequency standard deteriorates, increasing SCE Performance Charge will motivate Resources to minimize Schedule Control Error.
	

	

	Additional Qualitative Information


	1
	The FCTF found no increased reliability or market value in excessively high ERCOT scores on the NERC CPS_1 standard.  However, both the FCTF and PDCWG found that excessive primary frequency response leads to additional wear and tear on generation units, which impacts maintenance costs and unit availability, both of which may impact market prices.  Just as the SCE Performance Charge should increase when ERCOT performance decreases to heighten generator awareness of the need to minimize SCE, the performance charge should also decrease when ERCOT performance increases to the point generators are over-controlling the system. 

	

	Other Comments
	1
	When PRR 661 was discussed at the June 2006 TAC meeting, a lengthy debate ensued about the appropriate level needed for the SCE Performance Charge to efficaciously incentivize appropriate effort from generation operators to minimize Schedule Control Error.  TAC ultimately agreed to set the initial Scale Factor at 1 (effectively at MCPC).  TAC then directed WMS to recommend a way to increase the severity of the SCE Performance Charge if ERCOT CPS_1 scores decline.

	
	2
	This PRR presents 2 options for tying the monthly Scale Factor to ERCOT’s CPS_1 score.  Option 1 uses a monthly ERCOT score of 130 as the point at which the Scale Factor = 1.  Option 2 sets the Scale Factor at 1 as long as ERCOT scores within a band of 125-140.  Both options increase or decrease the Scale Factor value by 0.1 for each number above or below the set point for ERCOT’s CPS_1 score.  As an ad hoc group, the FCTF did not take a vote on which option to present but rather offers each as a workable solution to automatically adjust the Scale Factor each month based on ERCOT’s adherence to the NERC frequency control performance standard.

Option 1 is highighted in yellow.

Option 2 is highlighted in blue.

	
	3
	Urgent status is requested for this PRR to meet TAC expectations that the Scale Factor adjustment mechanism be included in the system project to implement PRR 661.

	
	4
	Note to PRS:  In June, the WMS endorsed the concept behind Options 1 and 2 below and agreed to recommend a preferred option to PRS at its July meeting.  The July WMS meeting will occur one day before the July PRS meeting.

	


	Original Sponsor

	Name
	Mark J. Bruce

	Company
	FPL Energy

	Segment
	Frequency Control Task Force


	Comments Received

	Comment Author
	Comment Description

	TXU 071906
	Recommended ERCOT provide updated scoring of their SCPS1 metric during the month.

	WMS 081006
	Endorsed Option No. 2 as presented by the Frequency Control Task Force.

	ERCOT 081406
	Offered technical correction and recommended adoption of changes discussed at the August 10, 2006 ROS meeting.

	PUC 081706
	Commented that this PRR may reduce or eliminate the reliability gains that have been achieved over the last few months and suggested revisions.


	Proposed Protocol Language Revision


6.10.11
ERCOT Operations Performance

(1)
ERCOT shall continuously self-assess its operations and report to all Market Participants its performance in controlling the ERCOT Control Area according to requirements and criteria established by the Operating Guides and NERC Policy and Standards for operation of Control Areas.  ERCOT shall report all substandard operations to the ERCOT Technical Advisory Committee and to the NERC Compliance and Enforcement Committees.

(2)
ERCOT shall publish for all Market Participants the total amount of Regulation Up energy deployed and the total amount of Regulation Down energy deployed in each Settlement Interval.

(3)
ERCOT shall provide monthly a report analyzing the accuracy of each Operating Day’s Load forecast that was issued at 0600 the Day Ahead of the Operating Day.  ERCOT shall make similar comparisons for the 1100 forecast and the forecast in effect at midnight of the start of the Operating Day.  In its reports, ERCOT shall statistically analyze the expected error in energy and peak forecasting.

(4)
ERCOT shall publish for all Market Participants the percentage of the Bid Stack awarded for Balancing Energy Service for each Settlement Interval that ERCOT deploys any Non-Spinning Reserve Service.

(5)
ERCOT shall provide a monthly report showing the average percentage of the Bid Stack award for Balancing Energy Service for the Settlement Intervals that ERCOT deploys Non-Spinning Reserve Service for the month.

(6)
ERCOT shall provide a monthly report by the 20th day of the following month showing the quantity of Replacement Reserve Service (RPRS) procured by hour for system capacity based on the Day Ahead estimate of total ERCOT Load versus the quantity of RPRS that, in hindsight, would have been the proper amount to procure based on actual average adjusted metered Load.  This theoretical amount of RPRS procurement shall be calculated as the difference between the actual average adjusted metered ERCOT Load (for an hour) minus the Day Ahead Resource Plan generation on-line used before the RPRS market is run for the hours when RPRS is procured by ERCOT.

(7)
ERCOT shall post no later than two business days after the operating day the total ERCOT score for the CPS1 metric.  This data shall include the daily average of ERCOT’s CPS1 and the current average for the month.
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)*SFm/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

OPTION 1:


OPTION 2:

SF
Scale Factor.  For each Month interval the Scale Factor is set to one (1) when ERCOT’s CPS_1 score is equal to or above 125.  The Scale Factor is increased 0.1 above 1.0 for each point scored below 125 with a maximum value of two (2).  
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
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