























































































































study found that more than 70% (38 out of 54)°! existing wind generation units to which the
reactive power requirements apply’” do not meet the standard. If these units are forced to
disconnect from the ERCOT system, the amount of renewable generation in Texas will
significantly decline rather than increase as the Legislature intends. Further, the removal of
many wind units may change the demand calculations that the Commission relied upon in
approving the construction of about $5.0 billion in CREZ transmission, resulting in a potentially
stranded CREZ investment.

Most importantly, adoption of PRR 830 will significantly impact investment in new
generation in Texas by all types of generation units, not just renewable generation units.
Previously, investors could look to the ERCOT Protocols and nation-wide standards and make
their investment decisions based upon the existing requirements. Prior to PRR 830, any changes
to ERCOT standards were made on a prospective basis with existing generation units
“grandfathered” with the standards that applied when they interconnected to the ERCOT system.
This provided certainty to investors that their investment-backed expectations would not be
undermined by changing regulatory requirements. Investors will be unlikely to make a major
investment in Texas generation units and enter into long-term contracts for producing power
when they know that the economics of their investment decision can be changed by regulatory
decisions made years later. Instead, they can invest their money in projects in other states where
the investment climate is more stable and certain. PRR 830 has eliminated the certainty that
used to exist and has substituted increased uncertainty and risk, which will ultimately be
reflected in less investment, less incentive to introduce new technology that doesn’t fit the
conventional generation mode, increased costs of operation, or greater expected returns before
investment will occur. Each of these results is detrimental to the continued development of
needed generation resources and ultimately detrimental to Texas electric customers. To avoid

these consequences, PRR 830 must be repealed.

X. MOTION FOR SUSPENSION OF PRR 830

Pursuant to P.U.C. PROC. R. 22.251(d)(2) and (i), Appellants request that the

requirements of PRR 830 be suspended until the Commission issues a final order in this

3! Transcript of November 17, 2009 ERCOT Board Meeting, at 136.
52 An additional 16 wind generators were exempt form the requirements.
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proceeding. Appellants believe that ERCOT is not willing to agree to such a suspension, so this
request is included as part of this appeal. Although the retrofit obligations of PRR 830 will not
be effective until after the December 31, 2010 deadline in the PRR, Appellants and other wind
generators must begin to implement the needed changes to their existing generation in the near
future in order to meet that deadline. A suspension of PRR 830 during this proceeding would
enable the Commission to fully develop the record and reach a decision in this proceeding while
avoiding the significant harm that will result from the implementation of PRR 830.

There is good cause for suspension of PRR 830 because of the significant impact its
implementation will have on both Appellants’ existing operations in Texas and on the public
interest. Unless PRR 830 is suspended, Appellants and other wind generators will be required to
incur significant costs in retrofitting existing, operational wind generation units to meet the new,
unnecessary reactive power requirements imposed by PRR 830. The equipment and installation
costs to make such retrofit changes to existing units is in the range of $9,600,000.00 to
$11,200,000.00 for Horizon alone, which does not include the cost to Horizon for lost revenue
during an indeterminate time period in which the wind projects must be shutdown to be retrofit,
and Appellants anticipate that many, if not most, of the other 37 allegedly non-compliant wind
generators operating in Texas would incur similar costs. Given the very recent adoption of PRR
830 and its brief review at ERCOT as an urgent PRR, Sweetwater Wind, and Silver Star | have
not yet been able to determine the amount of retrofit in the millions of dollars for their wind
plants. These direct costs do not include the additional cost of revenue that will be lost during
the time that the wind generation units are shut down in order to retrofit changes. Before
requiring wind generators to spend aggregated amounts that could exceed $100 million, the
Commission should assure that such investment is (1) needed and (2) will actually address any
identified reliability concerns. Otherwise such investment is simply needless “gold-plating” of
facilities.

In addition to the generator costs, consumers in Texas will face higher charges for
electric service in Texas as a result of PRR 830. The increased costs to customers will occur for
two reasons. First, during the time wind generators are performing the retrofit changes, their
units will be off-line and ERCOT will have to rely on only conventional generation to meet
system needs; low-cost wind generation will not be available to lower the market clearing price

in ERCOT. Secondly, rather than making the retrofits, some generators may find it is more
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rational to simply scale back or discontinue operations in Texas. This would not only reduce the
availability of inexpensive generation resources to Texas consumers, but would also impact the
local economies of the Texas communities where the assets are located.

ERCOT will probably argue that the implementation of PRR 830 is needed for reliability
reasons. However, as discussed previously, ERCOT has not produced a single study
demonstrating that reactive power in the rectangle configuration is needed from location-
constrained wind generation resources located in areas far from ERCOT’s load centers. Despite
requests by Horizon, NextEra and other wind generators, ERCOT has thus far refused to conduct
any study of the issue. Further, ERCOT has not identified a single instance in which a wind
generator’s inability to provide reactive power in a rectangle configuration has led to a reliability
incident in ERCOT. The lack of any such demonstrated events indicates the lack of a reliability
problem because ERCOT has been operating for many years with wind developers generally
only providing reactive power in the triangle configuration. Appellants agree that reliability is
an issue of utmost importance, but it cannot be used as a “red flag” that is waved anytime
ERCOT disagrees with a market participant. Instead, there must be some demonstration of a
reliability impact before ERCOT can impose unnecessary costs on a group of market
participants. Without some indication of a need, which is lacking in this case, the requirement is
simply an improper intrusion on the competitiveness of the market rather than the solution to a
reliability problem. The inclusion in the PRR 830 amendments of a trigger date of July 31, 2010
for a determination that retrofits may be delayed also suggests that a suspension would not
negatively affect reliability in the interim.

Suspension is also necessary because the proposed implementation date of December 31,
2010 is not feasible. As with other aspects of PRR 830, this date was arbitrarily selected by
ERCOT without any study or analysis of the actions that would be required by wind generators
to comply with the retrofit requirements. Subsequent to the adoption of PRR 830, Appellants
have contacted suppliers of the equipment that would need to be installed to meet the rectangle
requirement. Appellants have discovered that there is a growing demand for the equipment and a
shortage of supply. The result is not just an increase in costs of compliance but, more
importantly, notification from some suppliers that they simply will not have a sufficient supply

of the necessary equipment to assure that Appellants and other wind generators can meet this
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arbitrary deadline. Because of this shortage situation, compliance with the December 31, 2010
deadline in PRR 830 is not technically feasible as required by PURA §39.904(1).

For the reasons set out above, Appellants respectfully request that the Commission
suspend the application of PRR 830 until after the issuance of a final order in this proceeding. If
the Commission ultimately upholds PRR 830, Appellants further request that the Commission
extend the compliance deadline to at least one year after the Commission’s decision to allow

time for implementation of the standard.

XI. EVIDENTIARY HEARING

In order to assure that this matter is finally determined by May 31, 2010, Appellants
hereby request that the Commission schedule this matter for an evidentiary hearing to resolve
factual disputes between the parties. Pursuant to P.U.C. PROC. R. 22.251(1), the Commission is
required to resolve these factual determinations on a de novo basis, without any deference to the
action taken by the ERCOT Board. Because this proceeding involves important policy issues for
the Commission and is not an enforcement matter, the Commissioners have discretion to hear
this matter themselves rather than referring the case to the State Office of Administrative
Hearings and Appellants request that the Commission hear the case. Even though it is requesting
an evidentiary hearing at this point, Appellants are willing to attempt to negotiate an agreed
stipulation of facts with ERCOT so that this matter can be resolved without the need for an
evidentiary hearing, but the prospects of reaching such an agreement appear remote.

In addition to the facts necessary for suspension of PRR 830, an evidentiary hearing is
needed to address at least the following issues:

1. Did ERCOT permit wind generation resources to interconnect to the ERCOT grid
knowing that they provided the triangle reactive power configuration?

2. What information and documentation does ERCOT have discussing the interpretation of
the rectangle requirement prior to 20087

3. Were any ERCOT personnel on ERCOT Staff at the time advising that the triangle
configuration was the requirement?

4. Did ERCOT perform a study to identify reliability issues, if any, with wind generation
providing reactive power in the triangle configuration?
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5. Did ERCOT Staft perform a study or develop data showing that requiring additional
reactive power capability from existing wind generators would improve system
reliability?

6. Is the “rectangle” considered the industry norm for wind generators outside of ERCOT’s
Protocol Interpretation and adoption of PRR 830?

7. Do ERCOT’s, TSPs’ and wind generators’ conduct since 2004 support ERCOT’s
Protocol Interpretation and position that PRR 830 clarified the Protocols?

8. What harm would existing generators face from implementation of PRR 830?

9. What is the cost and feasibility retrofitting existing wind generators to meet the PRR 830
requirements?

10. Is the rectangle requirement the most efficient way to address any reliability issue with
the triangle, if any, identified as part of a reactive power study?

XII. REQUEST FOR EXPEDITED RELIEF

By its own terms, the retrofit requirement does not become effective until December 31,
2010. While that may seem a long time, Appellants and other wind generators will need a
significant amount of time to bring their existing facilities into compliance with the new reactive
power requirements. Additionally, during the time the facilities are being retrofitted, the
generating units will need to be shut down and will be unable to provide electricity to the
ERCOT market. Shutting down the units would cause them to be unavailable during the prime
wind generating months of the year, which would likely lead to increased prices in the ERCOT
market. Accordingly, Appellants request that the Commission expedite its decision in this matter
so that wind developers will have sufficient time within which to comply with the Commission’s

decision.

XIII. MOTION FOR CONSOLIDATION

Appellants reasonably believe that other wind generators are intending to file appeals of
PRR 830. Appellants anticipate that such appeals largely will involve common questions of law
and fact and that consolidation of all such appeals would serve the interest of efficiency by

allowing the Commission to address all issues related to PRR 830 in a single proceeding rather
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than in multiple proceedings. Any issues that may be related only to particular generators or to
particular claims could be addressed in separate, detailed findings and conclusions as part of the
overall decision. Accordingly, Appellants request that all other appeals concerning PRR 830 be
consolidated with this docket pursuant to P.U.C. PROC. R. 22.34(a).

X1V, REQUEST FOR GOOD CAUSE WAIVER OF PAGE LIMITATIONS FOR
FILING PURSUANT TO P.U.C. PROC. R. 22.72(F)

Appellants respectfully request a waiver of the fifty page limitation for filing as set forth
in P.U.C. Proc. R. 22.72(f). P.U.C. Proc. R. 22.251(d)(1)(H) requires that a sworn record be
filed consisting of the evidence complained of which may also contain other items pertinent to
the issues or points presented for review along with affidavits or other evidence on which
Appellants rely. The record of these issues is quite extensive. The transcript from the ERCOT
Board meeting alone exceeds the fifty page limitation contemplated in P.U.C. Proc. R. 22.72(f)
and coupled with the appeal itself as set forth herein and the other documents that meet the
standard required by P.U.C. Proc. R. 22.251(d)(1)(H), well exceed the page limitation. In order
to meet the standard set forth in P.U.C. Proc. R. 22.251(d)(1)(H), Appellants request a good
cause waiver of P.U.C. Proc. R. 22.72(f).

XV. RELIEF REQUESTED
Appellants respectfully request that the Commission suspend the application of PRR 830

during this proceeding; conduct an expedited hearing to consider this appeal; and, following the

hearing, enter an order repealing PRR 830.
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WHEREFORE, PREMISES CONSIDERED, Appellants respectfully request that the
Commission issue an order granting the relief sought in this Appeal, and that Appellants be

awarded all other and further relief to which it is entitled.

Respectfully Submitted,

State Bar No. 00797058

Patrick J. Sullivan

State Bar No. 19488600

Sean Farrell

State Bar No. 24042676

Haynes and Boone LLP

112 East Pecan Street, Ste. 1200
San Antonio, Texas 78205
(210) 978-7418

(210) 554-0418

ATTORNEYS FOR
APPELLANTS

Certificate of Service

I hereby certify that on the 22nd day of December, 2009, a true and correct copy of the

above and foregoing was delivered by first-class mail or fax to the entities identified in this

pleading. \‘> w /{ ! 7

Patrick J. Sulh an
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PUC DOCKET NO.

HORIZON WIND ENERGY LLC,
SWEETWATER WIND 1, LLC,
SWEETWATER WIND 2, LL.C,
SWEETWATER WIND 3, LLC,
SWEETWATER WIND 4, L1.C,
SWEETWATER WIND §, LL.C,

BEFORE THE
PUBLIC UTILITY COMMISSION

OF TEXAS

AND SILVER STAR I POWER
PARTNERS, LLC’S APPEAL AND
COMPLAINT CONCERNING THE
ERCOT BOARD'S ADOPTION OF
PRR 830, DENIAL OF NEXTERA’S
APPEAL AND REQUEST FOR
EXPEDITEDRELATED RELIEF

L T L T WX O U W L U s A L U

AFFIDAVIT OF BRIAN HAYES

l. My name is Brian Hayes. [ am the Director of Asset Management tor Horizon
Wind Encrgy (“Horizon™), 808 Travis Street, Suite 700, Houston, Texas 77002. 1 am testifying
in this procceding on behalf of Horizon.

2. This Appendix A is attached to the above-styled appeal and is made a part thereof
for all purposes.

3. I hereby swear and affirm that the information contained in the above-styled
appeal is are true and correct to the best of my knowledge and belief. T am also sponsoring the

Exhibits atlached thereto.

i
woms A Y

Brian Hayes P

§

LN
"{J (}iay of December, 2009,

Subscribed and sworn before me this

(:f?'u A

Ndfdt’y Public
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PUC DOCKET NO.

HORIZON WIND ENERGY LLC,
SWEETWATER WIND 1, LLC,
SWEETWATER WIND 2, LLC,
SWEETWATER WIND 3, LLC,
SWEETWATER WIND 4, LLC,
SWEETWATER WIND 5, LLC,

BEFORE THE
PUBLIC UTILITY COMMISSION

OF TEXAS

AND SILVER STARIPOWER
PARTNERS, LLC’S APPEAL AND
COMPLAINT CONCERNING THE
ERCOT BOARD’S ADOPTION OF
PRR 830, DENIAL OF NEXTERA’S
APPEAL AND REQUEST FOR
EXPEDITEDRELATED RELIEF

L Lo L LY L S S L ST LIS S M M >

AFFIDAVIT OF LANE ROBINSON

1. My name is Lane Robinson. I am the Regulatory Manager for Sweetwater Wind
1, LLC, Sweetwater Wind 2, LLC, Sweetwater Wind 3, LLC, Sweetwater Wind 4, LLC, and
Sweetwater Wind 5, LLC (the “Sweetwater Projects”), 5307 Mockingbird Lane, 7t Floor,
Dallas, Texas 75206. I am testifying in this proceeding on behalf of the Sweetwater Projects.

2. This Appendix A is attached to the above-styled appeal and is made a part thereof
for all purposes.

3. I hereby swear and affirm that the information contained in the above-styled

appeal is true and correct to the best of my knowledge and belief.

Ao JG e

Lane Robinson

Subscribed and sworn before me thisz/_ﬁ day of December, 2009.

SUSAN C. LIEN

MY COMMISSION EXPIRES /A
Feuary 19,2010 A _e L/

N6tary Public
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PUC DOCKET NO.
HORIZON WIND ENERGY LLC, BEFORE THE
SWEETWATER WIND 1, LLC,
SWEETWATER WIND 2, LLC,
SWEETWATER WIND 3, LLC,
SWEETWATER WIND 4, LLC,
SWEETWATER WIND 5, LLC AND
SILVER STAR I POWER
PARTNERS, LLC’S APPEAL AND
COMPLAINT CONCERNING THE
ERCOT BOARD’S ADOPTION OF
PRR 830, DENIAL OF NEXTERA’S
APPEAL AND REQUEST FOR
EXPEDITEDRELATED RELIEF

PUBLIC UTILITY COMMISSION

OF TEXAS

U2 L L M L LT AT MY S LT M) S L A

AFFIDAVIT OF JAMES C. HOLLY
1. My name is James C. Holly. | am the President of Silver Star I Power Partners,
LLC (“Silver Star I"), 700 Louisiana, 33 Floor, Houston, Texas 77002. Iam testifving in this
proceeding on behalf of Silver Star I
2. This Appendix A is attached to the above-styled appeal and is made a part thereof
for all purposes.

3. I hereby swear and affirm that the information contained in the above-styled

appeal as related to Silver Star I is true and correct to the%gi;@ny owlegdge and belief.

/ ¥
Jagfxes C. Hoﬂ} /

Subscribed and sworn before me this _/ 45 ' i’day of December, 2009.

PAULING TATTERSFIELT)
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