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National Grid Renewable appreciates the opportunity to comment on the interim bridging solutions proposed by ERCOT staff at the Phase 2 Bridging Options Workshop held on March 3 and March 15, 2023. We look forward to further discussion and refinement of these ideas. 
	National Grid Renewables has evaluated the options in light of ERCOT’s stated bridge solution objectives to (1) retain existing generation; (2) attract the construction of new generation; (3) advance the market towards the PUC long term goals with minimal distortions and adverse consequences; and (4) to quickly implement these solutions without any interference with the PUC long-term solutions. 

We support market-based solutions under Option 3 - Operating Reserve Demand Curve (ORDC) - and Option 2 - modifying Ancillary Service (AS) procurement amounts. We believe these options provide the most effective means of retaining existing capacity and attracting new generation. Moreover, these options provide the best opportunity to facilitate the capacity necessary to support system reliability desired by the PUC. Additionally, Option 3 – ORDC and Option 2- AS Procurement, as discussed by ERCOT in the March 3 and March 15, 2023, Bridging Solution workshops, are based on existing market platforms and rules and can be implemented promptly. These options are relative to other less effective out-of-market and novel options new to the investment community. They pose a financial and regulatory risk that may hinder investment in existing or new capacity in ERCOT. Furthermore, National Grid Renewables believes that any bridging solution should be implemented on a technology-neutral basis, provided that a resource/technology complies with the functional and performance requirements of the service(s). The approaches supported in these comments accomplish that goal and provide the maximum MWs for ERCOT’s use in system operations/reliability and core objectives set forth by the PUC.

The demand curve for PCM is an administrative pricing mechanism executed prior to the 

compliance period. The PCM performance assessment methodology (i.e., retroactive “look back”) introduces resource uncertainty regarding availability during critical hours/periods. Under the proposed approach, entities must guess which hours align with performance obligations/payments. If they guess incorrectly, not only are the resources impacted, but reliability is impacted. This is a particular concern if the reliability credit hours are arbitrarily assigned to months or seasons rather than correlating with the total absolute hours of highest risk throughout the year. In addition, the credit risk is significant.

We agree in principle with comments submitted by “Hunt Energy Network” and the Broad Reach and Plus Power comments. The goals of PCM can be achieved with minimal system and market impacts by using the currently existing market mechanisms. The major difference compared to the other proposals is that we believe that only CONE would need to be calculated on a look-ahead basis, and the market would be trued up in an ex-post method by modifying ORDC by setting Peaker Net Margin (PNM) to CONE each year. 



	Option 1: Implement a Basic settlement component of PCM manually

	We agree with similar comments opposing the manual PCM that the proposal introduces uncertainty and inefficiency in the energy market and risks introducing unintended consequences into the current market. More significantly, the details related to the proposal are lacking regarding eligibility/qualification requirements for stakeholders to evaluate the proposal. As a result, where practical, as for modifying existing market rules such as the ORDC proposal and AS Procurement, the bridge solutions should accommodate all resources that can meet the functional and performance requirements. Hence, ERCOT has access to the maximum MWs to support system reliability. 


	Option 2: Procure Additional Ancillary Services

	We support the Procurement of additional Ancillary Services (AS), as discussed in the March 3, 2023, Bridge Solution ERCOT presentation. This will facilitate the ability for resources to earn additional revenues by providing the increased AS quantity and will be reflected in the energy prices under the existing energy-market construct. Both ECRS and Non-Spin are ancillary services that address the need for operational flexibility and reserves. While they do not require additional modifications or implementation changes, National Grid Renewables believes ERCOT should establish quantities of ECRS and Non-Spin that would (I) address operational and reserve requirements and (ii) send market signals additional low cost and reliable generation is required in ERCOT. 



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

	We support enhancements to the ORDC curve because adjustments to the ORDC curve both incentivize new resources and appropriately pay existing resources during system needs. Sending price signals through ORDC modification signals notification of operational flexibility and to send long-term investment signals for resources. The market participants and ERCOT have worked with the ORDC curve for several years and are familiar with how to modify the curve. Furthermore, we agree with previous statements provided by ERCOT that “the ORDC has provided broader, increased revenues, as measured by the PNM metric, to help incentivize longer-term resource adequacy.

Suppose the object of the bridge solution is simply to ensure that the net revenue in the market is equal to CONE every year. In that case, it can be implemented by modifying ORDC by Setting Peaker Net Margin (PNM) to CONE each year. Similar to comments offered by “Hunt Energy” in establishing a target PNM that would be set annually, based on the CONE value determined in the prior year,  solving PNM for CONE:

Under our proposal:

CONE value is determined prior to the start of the year (for this year, we could use the prior identified CONE value of $93,500 per MW-year)

After each year, the Peaker net margin (PNM),
 calculated by the IMM methodology, gets solved for CONE.

Similar to the Performance Credit Mechanism, the top 30 hours (or 360 SCED intervals) gets resettled (up or down). 

URI years gets clawed back and returned to loads by Load Ratio Share (LRS), and non-event years (like 2013 to 2018) get payouts by LRS.

National Grid Renewables supports changing the floors as described by ERCOT at the first workshop as a bridge solution and believes that these changes will support the retention of existing assets, the addition of new generation, and reducing the frequency of RUC. Additionally, changes to the ORDC bridging options would be implementable quickly, fit within the existing market framework, and continue to be hedgable by market participants through energy positions, a technology-neutral framework.




	Option 4: Backstop Reserve Service (BRS)

	ERCOT studies, the  E3 report, and the IMM have presented multiple times before the ERCOT board and the PUC that there is no existing capacity problem. Given that, rather than create an incremental out-of-market revenue service, it is preferable to implement changes that can best retain the existing capacity and reduce future resource adequacy risk using existing market-based solutions or ancillary services that have proven value for investment and facilitate economic efficiency and associated cost benefits to consumers while still effectively supporting system reliability. Additionally, suppose out-of-market capacity proves to be warranted. In that case, the current RMR process and contracts can be modified easily to allow BRS-type resources under longer durations to continue under existing RMR contracts.




	Option 5: Contracts for Capacity

	This option extends the current Reliability Must Run (RMR) process to allow longer-term Procurement of retiring capacity for reliability purposes pending market response to system needs. Contracts for capacity can be implemented simply by modifying RMR criteria to include extending RMR contracts to retiring resources essential to maintaining the specified reliability requirement.




	Option 6: Publish Indicative PCM Values

	If the intent is to show the market how PCM will clear, then publishing back cast of PCM pricing under different scenarios is more appropriate as that can accommodate the impact of market behavior, which would be different under indicative PCM and financially biding PCM.


	Conclusion/Additional Comments

	We believe the existing energy-only and supporting ancillary service markets are working and can provide an effective platform for supporting system reliability going forward. As discussed in these comments, these platforms could be revised to enhance market incentives for capacity retention and development. Specifically, the Procurement of additional ancillary services (Option 2) and modification of the ORDC (Option 3) would provide effective means for bridging purposes and retain and attract capacity to ERCOT. This approach would be a less disruptive means to accomplish the goals of the relevant authorities compared to some of the other options ERCOT has presented. Finally, these changes could be implemented quickly and with little impact and greater certainty of the value propositions due to the fact that they are tried and tested revenue streams and market products that pose less risk concern for the investment community.




� ERCOT. “2022 Biennial ERCOT Report on the Operating Reserve Demand Curve.” Www.ercot.com, 31 Oct. 2022, p. 2, www.ercot.com/files/docs/2022/10/31/2022%20Biennial%20ERCOT%20Report%20on%20the%20ORDC%20-%20Final_corr.pdf. 


� PNM accumulation in 2022 through September is approximately $139,000/MW, giving an indication that Real-Time Market prices for 2022 have provided a greater signal for investment in these types of Resources (ERCOT. “2022 Biennial ERCOT Report on the Operating Reserve Demand Curve.” Www.ercot.com, 31 Oct. 2022, p. 2, www.ercot.com/files/docs/2022/10/31/2022%20Biennial%20ERCOT%20Report%20on%20the%20ORDC%20-%20Final_corr.pdf.)
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