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	Executive Summary

	We appreciate ERCOT’s review of possible bridge solutions. We encourage ERCOT to think through risk to consumers as these options are considered. More detail is below for this perspective. 



	Option 1: Implement a Basic settlement component of PCM manually

	Partially implementing the PCM creates too much risk for consumers, especially since it isn’t clear how this would impact residential consumers on fixed price products. An early implementation of this proposal could do more harm than good for a variety of reasons.

1. Credit requirements are not determined.

2. Impact on residential customers, especially fixed price customers, could be significant.

3. There aren’t any proposed mechanisms to deal with market power issues or market power mitigation proposals. This alone could take a year or more to develop.

Additionally, we are concerned that a “basic” PCM could lead to market design decisions that don’t have stakeholder input, and then those decisions would not have a later opportunity for revision because the decision about them had already been made in this process. 




	Option 2: Procure Additional Ancillary Services

	We support ERCOT procuring more ancillary services, but caution about procuring too many that REPs will pass these costs on to consumers, such as through unexpected variable price increases.  To alleviate this concern, ERCOT could announce in August that it intends to buy a certain quantity of ancillary services and at what volume beginning in 2025 or 2026. This gives ERCOT some time to digest the procurement of ECRS, while still having an impact on the forward market by announcing future plans to buy more reserves. Because this analysis could be done quickly, additional ancillary services seem like an effective bridge. 



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

	 Implementing an ORDC change to meet a target reserve margin is a good idea, but we are uncertain if 1-10 LOLE is too high and too expensive. We also are concerned that adding a few dollars in some intervals (a long tail) is bad for consumers because there is no real price signal to respond to. Higher real time prices that REPs could design or enhance demand response programs for is more appropriate.  Because an ORDC change could be done quickly, this seems like an effective bridge. 



	Option 4: Backstop Reserve Service (BRS)

	 While we aren’t opposed to this suggestion, it is important to not rush into a BRS without developing it more fully – how it would be procured, in what amounts, and at what costs. These details shouldn’t be rushed; but to the extent ERCOT moves in this direction, it should begin a public conversation about procurement methodologies quickly.  To the extent that the BRS delays some other approach, caution is warranted. 



	Option 5: Contracts for Capacity

	


	Option 6: Publish Indicative PCM Values

	 Implementing this approach would give some indication of future costs. However, it doesn’t seem that there is nearly enough information in the E3 report to do this on its own. The Commission and ERCOT will have to develop answers for “technical details” – like the demand curve, the reserve margin requirement, credit and collateral impacts and costs, how the PCM can clear at zero when the reserve requirement is met, who can participate, what behavioral changes might be modeled, the percent that would clear in the forward market vs later settlement, and other details to get a sense of indicative value. All of these are critical to accomplish anyway if Texas moves forward with a PCM. Getting them done soon, and then “testing” them with an indicative PCM could be a useful exercise. 
However, the time it takes to develop these details may not be a quick turnaround, so while useful, this option may not be an effective bridge solution. 




	Conclusion/Additional Comments
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