TIEC Response to ERCOT Request for Comments on 
Draft Amendments to PUC Subst. R. 25.507
Texas Industrial Energy Consumers (TIEC) submits this response to ERCOT’s request for comments on its draft changes to the Commission’s Emergency Interruptible Load Service (EILS) Rule, P.U.C. Subst. R. 25.507.  Given the short timeframe for commenting on this proposal, these comments should be viewed as preliminary.  

A.
The Draft Rule Lacks Adequate Specificity
ERCOT’s proposed rule amendments would essentially remove all specificity from the Commission’s rule regarding how the proposed “Emergency Response Service” (ERS) will be implemented.  As a general rule, the parameters underlying ERS should be defined up-front in the Commission’s rule.  By defining the parameters, the ERCOT stakeholders will understand what the Commission is looking for, market participants will understand what they are bidding to provide, and consumers will understand what they are getting for their money.  
There is no description in the proposed rule of what the ERS service is or what it will actually look like.  For example, the current requirement that EILS resources must curtail within 10 minutes has been removed.  TIEC understands that some of these specifics can be addressed in the protocols; however, it is still prudent to establish some fundamental principles and “guard rails” in the Commission’s rule.  Removing all specificity will have the undesirable effect of encouraging stakeholder arguments at ERCOT about every conceivable aspect of the service and potentially encouraging certain parties to seek special treatment.  This can be avoided if the general “ERS” requirements are specifically defined in the Commission’s rule.  
As another example, the rule lacks any framework for how ERCOT will select ERS providers.  In order for the ERS procurement process to be properly competitive, the service must be adequately defined and there must be uniform contract periods that are opened for offers through a noticed process.  The rule provides no specifics of how this will occur, what the contract periods will be, or whether market participants will even be required to engage in a competitive bidding process.  TIEC recommends that the draft rule specifically state that ERCOT will establish uniform contract periods and will conduct an appropriate non-discriminatory, competitive bidding process to select ERS providers for those contract periods.  

B.
The Draft Rule Invites Discrimination Among Resources and Offerors

The proposed rule invites discrimination in providing EILS among different types of resources, and among different offerors.  
TIEC’s longstanding position is that once ERCOT defines the service that it needs, all Resources  should be indiscriminately eligible to provide the service as long as they can meet the requirements.  The proposed rule now provides special treatment for a favored subset of generation resources—“dispatchable distributed generation.”  This change is facially discriminatory.  Not only does it discriminate among different types of generation resources, but the distinction appears to be completely arbitrary.  For example, “distributed generation” is defined in the protocols as being less than 10 MW and connected at distribution voltage.
  There is no rational basis for including or excluding a generation or other resource based on its size or the voltage level at which it is interconnected.  If the rule is modified to include generation resources, it should include all generation resources that can meet the ERS service requirements.  
The lack of a uniform definition in how ERS will be provided and procured also facilitates discriminatory treatment among offerors.  For example, under the proposed rule, the ERCOT stakeholders could define the ERS service differently between different contracts, different contract periods, and even as to different resources.  It is also apparent that certain ERS offerors could also receive individualized contracts that are more or less favorable than those offered to others who are similarly situated.  There must be some level of uniformity established in the rule in order to prevent unlawful and damaging market discrimination. 
TIEC has consistently taken the position that ERCOT should define the service it seeks, and then allow any resources that are capable of meeting the requirements to compete to provide the service on a non-discriminatory basis.  However, TIEC opposes any set-asides for any particular technology and would oppose the inclusion of only "dispatchable distributed generation" as completely discriminatory to other resources.  Including this subset of resources would violate PURA's requirement that the market be carried out in an open and non-discriminatory fashion.  TIEC strongly opposes a rule that would discriminate in this manner. 

C.
The Draft Rule Does Not Ensure that EILS Procurement Will Be Cost-Effective or Efficient

As discussed above, the draft rule does not provide a general definition of the ERS service, how it will be procured, or how contracts will be awarded.  Without these general parameters, it is impossible to tell whether the ERS service is being provided in a way that adds the most value to the market, and whether contracts are being selected in a cost-effective manner.  Under this proposed rule, market participants could preferentially seek set asides for favorite technologies (by modifying curtailment times or baseline determinations, for example) irrespective of whether the service could be provided cheaper by another resource.  That possibility should be eliminated by specific rule language.  
TIEC recognizes that the $50 million cap is retained in the draft rule, but the rule should not allow carte blanche authority to define “ERS” on a contract-specific basis as long as the total cost limit is observed.  ERCOT should still be required to ensure that it executes ERS contracts that will provide the most beneficial and cost-effective service for the market.  If ERS contracts are procured on a case-by-case basis with no general guiding parameters, there will be no guarantee that the market is gaining any benefit from the service, much less a benefit that justifies its costs.  For this reason, general requirements must be put in the rule to address how the service will be provided and procured.  
� ERCOT Protocols, Section 2:  Distributed Generation (DG).  An electrical generating facility located at a Customer’s point of delivery (point of common coupling) ten megawatts (MW) or less and connected at a voltage less than or equal to 60 kilovolts (kV) which may be connected in parallel operation to the utility system. 
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