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	TIEC previously submitted comments to the RPG on this project in May 2011, and then again in July 2011.  As explained in those comments, stakeholders should not endorse a transmission project based on an unsupported claim from the Brownsville Public Utility Board (BPUB) that 250 MW of industrial load will be built in the Port of Brownsville by 2014.  There are no retail service requests and, in fact, there is no identified load to support the claimed 250 MW increase.  Unlike typical TSP load growth projections, where a model is used to predict growth percentages over time for a geographic area, the BPUB/Sharyland study assumes that specific industrial loads will be added at a specific substation—but without any identifiable industrial customers, retail service requests, or any supporting agreements or commitments.  This is not a proper basis for justifying a transmission project.  

In response to TIEC’s concerns about including this speculative 250 MW load in the study process, ERCOT performed a sensitivity analysis in which various projects were analyzed with and without the hypothetical 250 MW load.  Ultimately, ERCOT recommended an option supported under “Scenario 2,” which included the hypothetical load, with the explanation that ERCOT has not historically second-guessed the load assumptions submitted by TSPs.  This is the wrong outcome.  Customers cannot rely upon the Commission’s CCN process to prevent unnecessary transmission that is endorsed through the RPG process based on improper TSP load assumptions, since many TSPs (like BPUB) are not regulated by the PUC, and many transmission projects do not require a CCN.  

For the reasons discussed below, TAC should endorse a project that is supported under Scenario 1, which does not include the 250 MW of hypothetical industrial load.  While TIEC does not take a position on which option is best under Scenario 1, TIEC notes that Option 3 would allow for future expansion to meet the needs of any large industrial loads that build Brownsville (if this actually occurs) by constructing an additional 138-kV line.  This would appear to accommodate any industrial load that actually decides to locate in Brownsville while ensuring that phantom loads are not included in the planning process.  

A. The Sharyland/BPUB Study Improperly Relies Upon 250 MW of Hypothetical Industrial Load in Brownsville

The “base case” for the BPUB/Sharyland study assumes that an additional 250 MW of industrial load will be added to the Port of  Brownsville in 2014.  At the May 13th RPG meeting, the BPUB representative explained that there are no agreements (formal or informal) to corroborate this 250 MW projected load increase, and no related retail service requests.  Instead, this hypothetical load is based upon BPUB’s assertion that industrial customers have previously expressed “interest” to the Brownsville Economic Development Board in locating a site in the port if additional transmission were available.  

Assuming an arbitrary, more than ten-fold increase in load at a specific substation (without an identifiable customer) is not a proper basis for justifying a transmission project.  The BPUB representative described this as a “chicken-and-egg” scenario.  However, the policy decision as to whether the load or transmission comes first is well-settled:  transmission is constructed to meet real demand.  This policy is found throughout the legal standards for transmission development.  For example, Section 5.7 of the Pro Forma Tariff generally sets forth a process for building new interconnecting facilities for retail customers after a request for retail service has been received.  Similarly, Section 5.7.4 of the Commission’s Pro Forma tariff provides for an “allowance” for installing new facilities to serve a specific load, and allows contributions in aid of construction for extensions that exceed this allowance.
  This protects the TSPs and their customers from the risk that facilities will be built for a customer that does not ultimately materialize.  The same protection should be provided here.     

BPUB has submitted no evidence that there are any actual industrial customers seeking retail delivery service in Brownsville. Unlike the generalized load growth assumptions traditionally relied upon by TSPs, BPUB is seeking endorsement of specific transmission improvements based on the needs of one or two speculative, hypothetical large industrial customers.  This is inappropriate and this approach should be rejected by TAC.  ERCOT ratepayers should not be required to fund speculative economic development projects through the RPG process.  

B. ERCOT’s Recommendation Is Also Improperly Based On The 250 MW Hypothetical Load

In comments to RPG, TIEC requested that ERCOT exclude the hypothetical 250 MW of load in analyzing various transmission options.  ERCOT responded to TIEC’s request by performing a sensitivity analysis that evaluated proposed solutions both with and without the 250 MW load.  

ERCOT determined that a 345-kV transmission project into Brownsville was needed regardless of the 250 MW hypothetical industrial load, but that “the decision concerning which project set to recommend hinges on the assumption of the 250 MW load additions in Brownsville.”
  ERCOT ultimately recommended Option 5 based on the contingency analysis under Scenario 2, which includes the 250 MW of additional load in Brownsville.

In its report, ERCOT reasoned that relying on TSP load representations is appropriate because “ERCOT has not historically made judgment on the validity of specific load additions in the study models and relies upon the TDSPs to assess the likelihood of those specific additions.”
  TIEC urges the stakeholders to reject this formulation of ERCOT’s role in the planning process.  Under BPUB’s proposal, as accepted by ERCOT, virtually any amount of transmission could be justified on a reliability basis without any actual need.    
ERCOT implies that if unnecessary transmission is recommended in the RPG process based on incorrect TSP assumptions, customers will be sufficiently protected through the Commission’s CCN process.
  This is inaccurate and inadequate.  Not all projects go through the CCN process.  For example, municipally owned utilities like Brownsville Public Utility Board are not required to obtain a CCN from the PUC.  In addition, many projects that go through the RPG process do not require a CCN regardless of who constructs them.  Further, even if a project is required to go through the CCN process, a recommendation from ERCOT inevitably places a thumb on the scale in support of need that customers then have to refute.  ERCOT should not rely upon the PUC to undo reckless decisions made during the RPG process, especially when RPG has been designated as the body with the technical expertise to evaluate ERCOT’s transmission needs.  Finally, requiring consumers to wait for a rate case to challenge the cost recovery for a project is an onerous requirement, particularly given that this challenge cannot be made in interim TCOS cases and it can take years before a full rate proceeding is initiated.  
C. TAC Should Endorse an Option Under Scenario 1 

ERCOT studied four options under Scenario 1, the scenario that does not include the 250 MW load.  ERCOT ultimately rejected Options 1 and 2 as causing an unacceptable level of firm load shed, leaving Options 3 and 4 as viable options.
  Option 3 is identical to Option 5, ERCOT’s recommended solution, except that it does not include the 138-kV line from La Palma to Palo Alto.  Option 3 would result in 0 MW of load shed under an N-1-1 contingency.  This clearly meets any real reliability need that is not dependent upon the 250 MW load in Brownsville.  

While TIEC takes no position on the option under Scenario 1 that should be selected, ERCOT’s study shows that if additional industrial load were ever added in Brownsville, that load could be accommodated by constructing the additional line between La Palma and Palo Alto that is included in Option 5 for an incremental cost of $18.5 million.  Option 3 therefore appears to provide the potential to serve any additional industrial load in Brownsville with minimal upgrades in the future, but avoids imposing unjustified costs on consumers to serve purely speculative industrial loads.  TIEC members have extensive experience in developing large industrial sites, and this process does not occur overnight.  An additional 138-kV line could be constructed simultaneous with any large industrial development.  




� Pro Forma Tariff for Retail Delivery Service, 16 TAC § 25.214(D)(1).


� ERCOT Report at 25 (emphasis added).


� Id. 


� Id. at 26 (“[T]he transmission providers who will construct the new facilities will be required to obtain a Certificate of Convenience and Necessity and/or cost recovery from the Public Utility Commission of Texas (PUCT).”). 


� Id. at 16.
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