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	Comments


Please provide an Executive Summary and comments on each option below:
	Executive Summary

	Calpine appreciates the opportunity to file comments regarding proposed bridge mechanisms.  Calpine has commenced initial development efforts for a new ~425 MW peaking facility adjacent to our Freestone Energy Center in Freestone County, Texas.  These early stage development efforts are driven in part by the Public Utility Commission’s continued commitment to a competitive market as the primary means to support resource adequacy.  Adoption of a non-discriminatory framework like the Performance Credit Mechanism (PCM) will incent new generation while supporting continued investment in existing generation resources. 
While, the final design and implementation of the PCM will likely take a couple years, we are encouraged that the PUC and ERCOT will develop “bridge” solutions to create near term incentives for building new dispatchable generation.  

Of the options presented by ERCOT, Calpine supports ORDC enhancements and an indicative PCM.  

· ORDC reform can be a down payment to enhance resource adequacy in the short term; however, revision to the ORDC is not a permanent resource adequacy solution and any change should accommodate the new investment ERCOT and the PUCT hope to achieve with an interim step.

· An indicative PCM can show possible revenue streams associated with the PCM to inform future investment decisions.  

For these reasons, Calpine believes ORDC reform and an indicative PCM are the two best proposals and will achieve the goals of retaining existing and attracting new generation under a quick implementation timeline with minimal market distortions.  



	Option 1: Implement a Basic settlement component of PCM manually

	Calpine is not offering comments on this option at this time.



	Option 2: Procure Additional Ancillary Services

	Calpine is not offering comments on this option at this time.



	Option 3: Enhance the Operating Reserve Demand Curve (ORDC)

	Calpine supports enhancing the ORDC to encourage new generation investment while supporting existing resources.  Investment in the energy only market relies on peak pricing resulting in revenue during peak times. Calpine encourages ERCOT to focus on ORDC parameter changes that will send a positive forward price signal for investment including a shift of the value of X to accommodate the level of MW it seeks to attract.  Announcing a shift (or multiple stepped shifts) can mitigate cost by allowing generators to build into a revised ORDC.     
Our internal modeling indicates that the ERCOT mid-case (RTOLCAP at 7,000 with a $15 floor) may only support about 200 MW of new dispatchable generation, which is less than the amount that has been publicly announced in response to the PCM.  So, if ERCOT is seeking to attract more generation in the interim it may seek to couple the proposed floor with a shift of the value of X.   Calpine also supports revising VOLL to a higher level as was recommended in Phase 1 of market design reforms.  



	Option 4: Backstop Reserve Service (BRS)

	Calpine is not offering comments on this option at this time.



	Option 5: Contracts for Capacity

	Calpine is not offering comments on this option at this time.




	Option 6: Publish Indicative PCM Values

	Calpine supports an indicative PCM as a “no regrets” option to help guide future investment decisions; however, because the values are only indicative posting values, it may not initially drive investment. Continued commitment to competitive markets in itself is a strong signal and is a key reason for Calpine’s development announcement.  Calpine’s early stage development efforts will be followed by meaningful capital commitment when we have a line of sight to the final rules and are reasonably confident they will provide the opportunity to earn a return of and on our investment.  Once more details are finalized, an indicative PCM can help satisfy this need.



	Conclusion/Additional Comments

	Calpine supports the goal of encouraging new investment while retaining existing resources in a manner that allows for quick implementation with minimal distortions.  Of the options presented by ERCOT, Calpine supports revisions to the ORDC and creation of an indicative PCM as interim steps.  

Other alternatives to the PCM like discriminatory resources procurement or mandates (e.g. government procurement of 10,000 MW of gas generation, utility procurement, or dispatchable energy credits) can crush markets.  Private investment will likely stop or become more expensive and less attractive because of investor's concerns about future interventions. In Texas, there is a role for the PUCT and ERCOT to determine a reliability standard, and adopt market mechanisms that will achieve the standard. 

However, once the PUCT has adopted a holistic framework, it must let the market signals work and resist the urge to intervene. For example, some are advocating for long-term procurement of firm, dispatchable resources outside of ERCOT's competitive market. This is exactly the path California took in the mid-2000's and, as result, the state is now fully back to a central planning process where all new capacity is acquired with ratepayer guarantees through the use of long-term contracts or ratebase. The net result is that California regulators make all resource choices, and ratepayers, not investors, take all the risk.  And, despite this market intervention there are still reliability concerns in that market.
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