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Based on comments filed by other parties regarding this Protocol Revision Request (PRR) and based on discussions with various stakeholders, it is apparent that ex-ante pricing is important for load participation during Non-Spinning Reserve Service (NSRS) deployments.  Luminant Energy supports ex-ante pricing and while several parties have offered differing methodologies (e.g., TIEC, NRG Texas, and Potomac Economics), Luminant Energy believes that any solution to the ex-ante pricing issue needs to meet at least two criteria:
· Be market-driven (i.e., not administrative)
· Fit within existing ERCOT computer systems
In order to further the discussion on solutions, Luminant offers these comments as an example of another methodology to consider that could address ex-ante pricing and meet the two criteria listed above.  This method would be one that utilizes a published price adjustment based on a rolling average of the historic Market Clearing Price for Energy (MCPE) price adjustments during NSRS deployments.  By using a rolling average, the resulting price signal is more indicative of seasonal price variations and overall market price trends that may impact NSRS deployments.  The Protocol changes necessary to implement this methodology are shown below.
As a solution to address ex-ante pricing of NSRS will likely require considerable debate among stakeholders, Luminant further suggests that this issue be remanded to the ERCOT Wholesale Market Subcommittee (WMS) for consideration and resolution since this issue is clearly one that impacts the wholesale market and is ripe for discussion.  The length of the rolling average (denoted by “XX” in the red-line version below) would be determined by Market Participants as part of the remand process.
	Revised Proposed Protocol Language


6.8.1.12
Payments for Balancing Energy Provided from Ancillary Services During the Operating Period
(1) All Balancing Energy deployed by a Dispatch Instruction and delivered by a generating Resource from Balancing Energy service, Responsive Reserve Service, Regulation Reserve Service, or Non-Spinning Reserve Service shall be settled as Balancing Energy at the MCPE of the Congestion Zone of the Resource providing the energy according to Section 6.8.1.13, Resource Imbalance, except when Non-Spinning Reserve Service is deployed in accordance with Section 6.7.4, Deployment of Non-Spinning Reserve Service and there are no binding CSC constraints for that interval.
(2) When Non-Spinning Reserve Service is deployed in accordance with Section 6.7.4, Deployment of Non-Spinning Reserve Service, and there are no binding CSC constraints for that interval, the MCPE shall be automatically adjusted upward for that interval to equal the rolling average of the last XX (to be determined) days of the MCPE that would have occurred if the deployment of NSRS did not occur.  If the resulting MCPE calculated by this process is less than the MCPE of the interval in question, there shall be no adjustment made.  ERCOT shall re-calculate the NSRS adjustment daily and post it on the ERCOT MIS.  This minimum MCPE for NSRS deployment shall be posted by 1700 on the day prior to its application.
(3) All Balancing Energy deployed by a Dispatch Instruction and delivered by a Load acting as Balancing Energy service, Responsive Reserve Service, Regulation Reserve Service, or Non-Spinning Reserve Service shall be settled as Balancing Energy at the MCPE of the Congestion Zone of the Resource providing the energy according to Section 6.9.5.2, Settlement for Balancing Energy for Load Imbalance, except when Non-Spinning Reserve Service is deployed in accordance with Section 6.7.4, Deployment of Non-Spinning Reserve Service and there are no binding CSC constraints for that interval.
(4)   Settlement for any energy provided without an authorized Dispatch Instruction will be settled according to Section 6.8.1.15, Payments for Balancing Energy Provided from Uninstructed Deviation.
(5) Deployed Balancing Energy Up on qualified Balancing Up Loads will be paid a capacity payment for the first Settlement Interval that it is deployed equal to the MCPC of Non-Spinning Reserve Service for the hour in which the deployment occurs.  A continuous deployment of Balancing Energy Up on qualified Loads for over sixty (60) minutes will be paid a capacity payment for each subsequent Settlement Interval which it is deployed equal to the MCPC of Non-Spinning Reserve Service for that hour divided by four (4).
6.9.5.1
Balancing Energy Clearing Price
(1)
A Market Clearing Price for Energy (MCPE) will be calculated for each Settlement Interval by Congestion Zone as a product of the mathematical optimization model.  The MCPE will be used to pay or charge each QSE, for each Settlement Interval for Balancing Energy Service.
(2)
In the event that Non-Spinning Reserve Service (NSRS) is deployed for an interval in accordance with Section 6.7.4, Deployment of Non-Spinning Reserve Service, ERCOT shall evaluate if there were binding CSC constraints during the original market clearing of Balancing Energy Services, or if removal of the NSRS deployments would create binding CSC constraints.  If no binding CSC constraints exist in either evaluation, ERCOT shall automatically adjust the MCPE as described in paragraph (2) of Section 6.8.1.12, Payments for Balancing Energy Provided from Ancillary Services During the Operating Period.  Afterwards, a MCPE will be calculated for each Settlement Interval by Congestion Zone as a product of the mathematical optimization model.  The MCPE will be used to pay or charge each QSE, for each Settlement Interval for Balancing Energy Service.
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