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	Comments


Joint Consumers (City of Eastland, Texas Industrial Energy Consumers, City of Lewisville, TAC Residential Consumer Representative, Office of Public Utility Counsel, Air Liquide, Chaparral Steel, CMC Steel Texas and Nucor Corporation) recommend that TAC decline to approve NPRR 225.  

NPRR 225 will completely undermine the verifiable costs regime that is an integral component of the existing nodal protocols, and will likely result in an unjustified increase of the costs consumers bear through the RUC process.  NPRR 225 will effectively create a floor for RUC costs, allowing generators to select the higher of their actual, verifiable costs or the standard costs that are being proposed.  This dynamic alone means that NPRR 225 can only increase the RUC costs uplifted to load.  

Given the high likelihood that NPRR 225 will increase RUC costs for consumers, the rationale offered for this NPRR is inadequate.  The stated purpose of NPRR 225 is to relieve resource owners of the burden of gathering and submitting complex O&M data to ERCOT.  During the course of stakeholder discussions on this issue, market participants have expressed that ERCOT has been slow to approve verifiable costs, or has been unclear about the types of data it will accept and the format that is required.  Conversely, ERCOT Staff has alleged that the lack of approved verifiable costs is the result of market participants being unresponsive to data requests.  Joint Consumers take no position on the cause of this issue, but urge that solving this administrative impasse by creating additional costs for consumers is not the proper solution.  Instead, TAC and the Board of Directors should identify the source of the problems that are occurring in the verifiable cost submission process and develop a narrowly tailored solution to that issue that does not create unnecessary cost impacts for consumers.

In addition to these overarching concerns, Joint Consumers note the following additional problems with NPRR 225:

Basis for Generic Cost Figures:  Little support or background has been given regarding the generic cost figures stated in proposed 5.6.1(6).  At VCWG, proponents of the NPRR stated that the numbers were average O&M figures from units in California.  No analysis has been provided that would support the reasonableness of the figures for units in ERCOT.  This failure is particularly problematic given that other provisions of NPRR 225 would escalate the standard costs every year, with no actual review of the costs occurring for five years.

Escalation Factor and Five-Year Review Period:  Proposed 5.6.1(6)(b) provides that the standard O&M costs will be modified each year using the Handy-Whitman Index of Public Utility Construction Costs.  The Handy-Whitman index is a capital cost escalator, so it is not clear why it would appropriately be applied to O&M costs.  Furthermore, under proposed 5.6.1(6)(c) the generic O&M costs (as escalated) would only be reviewed every five years.  Considering the importance of the verifiable cost process to the nodal market, and the fact that the standard costs will be subject to annual escalation, this extremely long period between reviews of the standard costs should be rejected.

Resources That Have Already Submitted Verifiable Costs:  The proposed 5.6.1(8) provides that resource owners that have already submitted their verifiable costs may still elect to use the generic O&M figures within 90 days of Board approval of the NPRR.  This is inconsistent with purported rationale for NPRR 225 (to eliminate resource owners’ burden of submitting verifiable costs), and will further facilitate gaming in the RUC process.  Resource owners that have already submitted their verifiable costs will only elect to use standard O&M costs if they exceed their actual costs, which will necessarily increase costs for consumers.

Joint Consumers appreciate TAC’s consideration of these comments and would urge the stakeholders not to approve NPRR 225.

	Revised Proposed Protocol Language


None.
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