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	Executive Summary

	Engie NA thanks ERCOT for all the efforts of researching and putting tighter the options for stakeholder input.  Engie understands that all the options have pros and cons, however, there are two options that provide benefits and are less disruptive to the on-going market.  These two options are the changes to the Operating Reserves Demand Curve (ORDC) and the Indicative Performance Credit Mechanism (PCM).

The Indicative PCM should be implemented regardless of any other bridging solution recommended by ERCOT, unless the legislature decides to not support the PCM.  Implementing the indicative PCM before full implementation of the PCM will provide installed dispatchable generation owners, developers and investors in future dispatchable generation additional information on what to expect as a potential revenue stream from the PCM.  Further stakeholders will get some sense of what type of hours the PCM would effect and could start to evaluate operational and forward market offer strategies for the forward market and real-time operations.  This information will also be valuable to Load Serving Entities to better understand the potential cost and strategies to hedge the exposure to the PCM.
The ORDC will need to change upon implementation of the PCM to ensure a proper balance between revenues from the energy and PCM.  The PCM will have the effect of reducing the real-time price from both generation wanting the PCM revenues and the LSEs trying to avoid the PCM.  With this in mind Engie also believes this option would supply additional revenue to help keep current generation and likely incent the development of new dispatchable generation as the economic equilibrium would be higher.  Engie has always believed that the ORDC will not ensure a minimum reserve level but could be implemented with a curve that could be designed to provide a level of revenue to move the economic equilibrium at a level to incent enough investment to meet desired reserve margin.  
Engie does support the ORDC curve change using the floors as described by ERCOT at the 1st workshop as a bridge solution, And agrees that these changes will help 

· Retention of existing assets

· Addition of new dispatchable generation

· Reducing the frequency of RUC for system capacity

The implementation of the ORDC bridging options would:

· Have minimal system changes and be quickly implementable

· Fit within the existing market framework, from DA through Settlement, including credit

· Continue to be hedgable by market participants through energy positions

Engie further believes when choosing a level of the change that ERCOT consider sending a strong signal through revenues during the bridge duration then reevaluate the change upon implementation of the long term solution.  Engie would further suggest that ERCOT consider evaluating the effects of increasing the Off-line reserves in the ORDC to a longer period, thus including more generation facilities into the ORDC.



	Option 1: Implement a Basic settlement component of PCM manually

	Engie does not support this option. 
Engie agrees this would add additional revenues to dispatchable generation, but believes implemented in this manner, distorts the energy market, disrupts the retail market, unreasonably increases credit and collateral requirements.  This option does not include the forward market, which is integral to the proper function of the PCM.  This would provide additional revenues for generation however there would be no risk for generators.  All of the risk for this option would be place on LSEs.  The LSEs would not have an open and transparent mechanism to hedge against the PCM.  The only method to would be a non-transparent bilateral market which would greatly favor LSEs owning generation and leaves the market open to undetected market power abuses.




	Option 2: Procure Additional Ancillary Services

	Engie does not support this option.
Engie agrees that ERCOT’s proposal to procure additional ancillary services (AS) targets both the operational needs of ERCOT and cost-effectively addresses resource adequacy without changing ERCOT’s fundamental market design.  By increasing AS, there will be a tightness in the energy market reflected in energy prices that will incentivize both the retention of existing generation and the investment of new generation. However, Engie is concerned that the current Ancillary Service Market is still evolving with the implementation of the ERCOT Contingency Reserves Service (ECRS).  It is unclear what the interplay between ECRS and Non-spin will provide from a market prospective.  Non-spin is an currently already and illiquid market based upon the conservative operation of the ERCOT grid.  Simply setting a higher requirement of Ancillary Services, as currently defined, would likely exacerbate the current situation.



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

	Engie supports this option, please see the executive summary comments



	Option 4: Backstop Reserve Service (BRS)

	Engie does not support this option.

In this option ERCOT would procure a preset capacity amount based on bids then withhold those resources from the market until the market reaches scarcity conditions.  This option is very intrusive to the real-time market and does not send a signal to incent new generation since these resources could return to the market upon implementation of the long term solution. 




	Option 5: Contracts for Capacity

	Engie does not support this option.
This option would only retain those resources that are mothballed or retiring.  Engie believes this option does not go far enough to serve as a viable bridge option.



	Option 6: Publish Indicative PCM Values

	Engie supports this option.  Please refer to the executive summary for comments.



	Conclusion/Additional Comments

	Engie thanks ERCOT for their efforts on developing bridging options.  Based on those options that were presented by ERCOT at the 1st workshop, Engie supports the implementation of the indicative PCM and the floor changes in the curve of the ORDC.  We believe these meet the definition of a viable bridge solution.  These two will provide some experience with the PCM, understanding behaviors will change when money starts changing hands, but valuable information can be gleaned from the option.  During this time the ORDC changes would provide revenues to increase the market equilibrium to incent the retention of current and potential development of new dispatchable generation.
Engie would also like to offer another option that would involve a change in Ancillary Services that should be evaluated as part of the bridge solution conversation.  Engie understands that developing a new Ancillary Service would take to long to implement as a bridge option.  However, Engie believes there is an opportunity to re-define Non-spin.  Non-spin is currently a 30 minute service but could be re-defined with a longer timeframe service, such as 2 hrs.  By changing the definition of Non-spin additional resources would be qualified to provide this service and reducing or eliminating the illiquidity in the market.  This would allow the further increase in Ancillary Service quantities.  Engie understands ERCOT will have concerns on changing the definition since this is used to meet NERC restoration criteria.  However, Engie believes ERCOT could evaluate and adjust the levels of the ERCOT Contingency Reserves Service, due to the change in the Non-spin to ensure all reliability criteria are met.
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