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Third, in response to a question from the ERCOT Board as to why there was a
“four year period before this became an issue,” ERCOT responded that “frankly, it didn’t come to
our attention.”® This statement undermines the argument that the Protocols have always required
the rectangle, for it requires one to assume that for years ERCOT was in possession of information
showing widespread non-compliance with a requirement that it now argues is essential to system
reliability, but that such non-compliance never came to its attention. ERCOT asserted that non-

1 In this case,

compliance issues usually come to its attention in response to some “incident.
however, there is no credible evidence of an “incident” caused by and requiring changes to WGR

reactive power capabilities.

Rather than claim that virtually an entire segment of the generation market was
knowingly non-compliant with the Protocols for five years, or that ERCOT was never made aware
of a compliance problem despite the unambiguous data it received to the contrary, the more
reasonable approach is simply to recognize PRR 830 for what it is: a significant re-defining of the

way that both WGRs and ERCOT interpreted the Protocols.

2. The change required by PRR 830 will have a dramatic impact on Iberdrola
and other wind generators.

The cost of compliance with PRR 830 is substantial. Maintaining a rectangle
requirement is a significant additional and unanticipated cost for Iberdrola and other wind
developers. To supply the reactive power requirement imposed by PRR 830, Iberdrola must
undertake retrofits at both its Barton Chapel and Pefiascal facilities. Although Iberdrola continues
to refine its estimates, initial engineering studies suggest that the cost of compliance will be $5

million to $10 million for the two facilities. Because so many wind generators built and operated

% 1d at 137:23-24 (Exhibit M at 25 of 108).
9 1d. at 137:14-20 (Exhibit M at 25 of 108).
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their facilities with the understanding that ERCOT required triangular reactive power capabilities,
the total cost to comply with PRR 830 could be hundreds of millions of dollars. That cost does
not include the additional cost to consumers when affected low-cost wind facilities must go offline
to perform the necessary retrofits and consumers must rely on more expensive forms of
generation. While there is not one study to justify implementation of PRR 830, the new
requirements imposed by PRR 830 will certainly have a dramatic effect on Iberdrola and other

wind generators.

3. Despite its far-reaching, anticompetitive effects, PRR 830 is unsupported by
any evidence of a need for this change.

The TAC advocate at the ERCOT Board meeting approving PRR 830 noted that
TAC, in fact, “rejected arguments that studies should be performed to determine whether
compliance with the requirements are needed for reliability.”®® The lack of some data, a study,
report, or other analysis to support the significant capital infusion required to meet the PRR 830
requirements is troubling and brings into question the value of the new requirements. Although
ERCOT is “about to embark on a significant study of the reactive requirements associated with the
many billions of dollars associated with the CREZ investment,”® the ERCOT Board hastily
approved PRR 830 without the benefit of that study or any other study to marry the new reactive
power requirements with actual system reliability needs. Iberdrola is further unaware of any
recent incident on the ERCOT grid that would justify requiring wind developers to provide the
additional reactive power capability ERCOT now claims is necessary for reliable operation of the

grid. Without some evidence that the PRR 830 requirements are needed for system reliability, the

*2 1d. at 120:12-16 (Exhibit M at 10 of 108).
% Id. at 121:22-25 (Exhibit M at 11 of 108).
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reactive power requirements imposed by PRR 830 do not and cannot justify the enormous costs

associated with compliance.

IX. MOTION FOR SUSPENSION

P.U.C. Proc. R. 22.251(i) provides that the Commission may, upon demonstration
of good cause, issue an order “on such terms as may be reasonable to preserve the rights and
protect the interests of the parties during the processing of the complaint[.]”\94 Good cause exists

to grant Iberdrola’s request for suspension of implementation and enforcement of PRR 830.

Iberdrola cannot currently provide rectangular reactive power as required by PRR
830. Under the new Protocol, Iberdrola will have until December 31, 2010, to bring existing
equipment into compliance with the new Protocol.”® Without a suspension, Iberdrola must begin
very quickly to dedicate technical and financial resources to meet the December 31st deadline
even while the Company’s Appeal and Complaint is pending. Compliance with PRR 830 will
require the Company to retrofit its existing facilities to incorporate new equipment and operating
systems consistent with the new Protocol. The Company’s current estimates suggest that the task
will be extensive and the cost to comply with PRR 830 will be significant. Such costs will not be

recoverable if the Commission grants Iberdrola’s request and PRR 830 is reversed.

ERCOT has for many years permitted the interconnection of generation units,
including wind generation assets, that did not have the reactive power capabilities to comply with
the new requirements of PRR 830. Although ERCOT represents that the new reactive power
capability requirements are needed for system reliability, no study exists to support ERCOT’s

position that reliability is actually at issue or that PRR 830 is an appropriate solution. Suspension

% p U.C. PrOC. R. 22.251(i).
9 ERCOT Protocol § 6.5.7.1(2) (as amended by PRR 830).
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of PRR 830 will not cause undue harm to any participant, because ERCOT has not shown that

PRR 830 is needed to ensure system reliability.

In this Appeal and Complaint, Iberdrola has established that there is no reliability
issue to justify the reactive power capability requirements imposed by PRR 830 and no cost
justification to impose such requirements on primarily wind generation resources. Considering the
hundreds of millions of dollars it will cost developers to bring wind generation units into
compliance with PRR 830 and the lack of justification for PRR 830, there is certainly a likelihood
that Iberdrola will succeed on the merits. For the reasons set forth above, Iberdrola requests that
the Commission expeditiously consider and grant this motion and suspend implementation and

- enforcement of PRR 830.

X. MOTION TO EXCEED PAGE LIMIT

Iberdrola requests permission from the Commission to exceed the page limit
requirement in P.U.C. PrRoC. R. 22.72(f). The presiding officer is authorized to grant such requests
and shall consider such factors as (i) which party has the burden of proof and (ii) the extent of
opposition to a party’s position that would need to be addressed in the document.”® As the party
with the burden of proof in this case, Iberdrola requests a waiver from P.U.C. PRoC. R. 22.72(f) so
that pertinent documents including the ERCOT record approving PRR 830, the conduct
complained of in this Appeal and Complaint, may be fully presented to the Commission for

review.

XI. CONCLUSION

Iberdrola requests that the Commission expeditiously reverse approval of PRR 830

and find that the reactive power capability requirements imposed by PRR 830 are not needed as a

% p.U.C. PROC. R. 22.72().

HOU03:1225111.8

28



matter of policy and that, to the extent needed, no study exists to support the unusual demands
made of wind developers to meet the new requirements. Iberdrola further requests that the
Commission order ERCOT to reinstate the old Protocols with the understanding that, as written,
the Protocols require a minimum reactive capability that is proportional to a generator’s real power
output. If the Commission determines that PRR 830 is needed for reliability purposes, the
Commission should find, pursuant to P.U.C. SUBST. R. 25.503(f)(2)(C), that the requirements
imposed by PRR 830 do not apply retroactively to Iberdrola’s wind facilities in Texas. Iberdrola

further requests all other relief, legal and equitable, to which it is justly entitled.
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Respectfully submitted,

BAKER BOTTS L.L.P.

By: ()/UW&X \&’P /(ﬁ

es H. Barkley
State Bar No. 00787037
Baker Botts L.L.P.
910 Louisiana Street
Houston, Texas 77002
713.229.1234
713.229.1522 (fax)

COUNSEL FOR IBERDROLA RENEWABLES,
INC.

CERTIFICATE OF SERVICE

I hereby certify that a true and correct copy of the foregoing document was served
on ERCOT’s General Counsel and the Office of Public Utility Counsel by hand-delivery on this
22nd day of December, 2009. In addition, a copy was furnished electronically to ERCOT’s

General Counsel, Michael G. Grable, via e-mail.
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