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	Comments


The Rates and Resources Council (RRC) supports ERCOT’s comments to NPRR533 posted on February 5, 2014 (ERCOT’s Comments).  
RRC is an organization made up of 31 municipally owned and cooperative electric utilities serving approximately 2,660 MW of load and 700,000 retail, agricultural and industrial customers in the growing central Texas region.  The members of RRC are:
· Bandera Electric Cooperative
· Bastrop Power and Light
· City of Bellville
· Bluebonnet Electric Cooperative
· City of Brady
· City of Brenham
· City of Burnet
· City of Cuero
· City of Flatonia
· City of Fredericksburg
· City of Giddings
· City of Goldthwaite
· City of Gonzales
· City of Hallettsville
· City of Hempstead
· LaGrange Utilities
· City of Lampasas
· City of Lexington
· City of Llano
· City of Lockhart
· City of Luling
· City of Mason
· City of Moulton
· Pedernales Electric Cooperative
· City of San Saba
· City of San Marcos
· City of Schulenburg
· City of Shiner
· City of Smithville
· City of Waelder

· City of Weimer
All of the RRC members are non-opt-in entities (NOIEs), each have long-term, pre-1999 portfolio supply agreements with the Lower Colorado River Authority (LCRA) and are served under those agreements by a portfolio of resources, some of which were constructed prior to 1999. 
RRC’s comments are intended to outline its members’ position on the policy issue of pre-assigned congestion revenue rights (PCRR) allocation. It is unfortunate that much of the discussion has been focused on the commercial terms and history of a dispute among market participants. Kerrville Public Utility Board (KPUB) and other LCRA customers are willingly terminating their wholesale power agreements in 2016. Instead of allowing ERCOT to ascertain eligibility based on criteria set forth, KPUB has continued to single out NOIEs that have willingly chosen to not terminate their wholesale power agreements with LCRA. This is not an appropriate policy making principle. 
RRC is advocating that treatment of its NOIE members should be consistent with treatment of other NOIEs in the market. Other NOIEs entered into agreements and constructed resources prior to 1999 with the expectation that their load would be insulated from congestion from the capacity of those resources. RRC members have the same expectation.

The approach described in ERCOT’s Comments is consistent with ERCOT’s practice of allocating PCRRs to each NOIE based on that particular NOIE’s load ratio share, which has fluctuated over the term of its agreement with LCRA. RRC members’ loads changed from year to year and the allocations of PCRRs tracked those changes. 
KPUB enjoyed and benefitted from this flexible approach since the market opened to competition in 2001. In its comments to NPRR533 submitted on February 10, 2014, (KPUB’s Comments), KPUB now proposes to single out a subset of NOIEs – those served under a pre-1999 long-term portfolio supply agreement. KPUB goes on to suggest that this subset of NOIEs should receive PCRRs based on their load at a fixed point in time – their 1999 four-month coincident peaks (4CP). This approach is not based on any precedent or rational tie to the intent of PCRRs. In fact, section 7.4.2.1 (2) states that PCRR nominations shall be based on forecasted peak demand. The intent of this NPRR is to clarify ERCOT's current policies and practices regarding PCRRs and clarify new PCRR-related issues that were not previously addressed, such as retirements and mothballing, and to do so consistent with ERCOT's current policies and practices. Given that the 1999 4CP approach has no precedent in policy or practice, such a discriminatory change in policy should not be approved.
The intent of PCRRs was to protect a NOIE’s contractual commitments made prior to the passage of Senate Bill 7 in 1999. Contrary to KPUB's assertions, PCRRs are not allocated to NOIEs "as compensation for their historic investment in both generation and transmission"
. In fact, if a pre-1999 eligible generation resource has a commercial operation date after 1999, there is absolutely no pre-1999 historical payment for the generation nor the transmission system related to that asset to determine PCRR eligibility. It should be clear that pre-1999 contractual commitments and ownership are the only criteria used in determining PCRR eligibility (see Section 7.4(1) of this NPRR). The pre-1999 LCRA cost-based contractual commitments make it clear that the NOIEs served by the LCRA portfolio are proportionately entitled to the energy and capacity of the LCRA portfolio and are committed to paying the cost of the contracted LCRA portfolio – regardless of whether a certain member NOIE decreases its load or even exits its contract. 

With RRC member input and all customers including those terminating in 2016, LCRA invested in generation resources prior to 1999 that were intended to supply the forecasted load growth . After other NOIEs are no longer served by LCRA’s portfolio, RRC members will have the obligation of paying for all the pre-1999 generation resource costs and are entitled to be served from the entire LCRA portfolio of generation resources under the same pre-1999 contractual arrangement. Therefore the RRC members will be exposed to congestion from the entire LCRA portfolio under their pre-1999 contract that these PCRRs are intended to address. The undisputed Section 7.4(1) of this NPRR states: 

ERCOT shall allocate a portion of available Congestion Revenue Rights (CRRs) as Pre-Assigned Congestion Revenue Rights (PCRRs) to Non-Opt-In Entities (NOIEs) that either have established ownership prior to September 1, 1999 in a specific Generation Resource or have a long-term (greater than five years) contractual commitment for annual capacity and energy that was entered into prior to September 1, 1999 from specific Generation Resources.
RRC members clearly "have a long-term (greater than five years) contractual commitment for annual capacity and energy that was entered into prior to September 1, 1999 from specific Generation Resources" (i.e. the LCRA portfolio of Generation Resources). KPUB's Comments
 try to limit only RRC members' eligible PCRRs (as defined above) in an obviously discriminatory manner in clear contradiction to eligibility requirements in Section 7.4(1). What KPUB has proposed is to treat the citizens of the municipally-owned utilities and member/owners of the electric cooperative utilities of the RRC differently than all others within ERCOT – as such, the Technical Advisory Committee and the ERCOT Board must reject KPUB's Comments. 
This discrimination is even more glaring when other NOIEs are allowed to nominate greater amounts of PCRRs than their 1999 4CP amounts from Independent Generators
 as their peak load increases, or from their own Generation Resources, which would apply to several municipalities. While allocating additional PCRRs with load growth takes away transmission capacity that was previously available for CRRs, the reallocation of PCRRs to RRC members results in absolutely no change to the transmission capacity that was previously available for CRRs. 
This NPRR has involved a year of meetings, workshops, conference calls and reviews that provided the opportunity for NOIEs and other market participants to provide feedback. RRC appreciates that ERCOT staff sought input from market participants to address their comments and concerns. ERCOT is an independent organization and its staff had the opportunity to review RRC members’ contracts and historical allocation of PCRRs. ERCOT is in the best position to ensure contracts and the criteria for PCRR eligibility are met in a fair and equitable way for all NOIEs. RRC submits that the ERCOT Comments should be adopted to ensure equitable treatment of all NOIEs. 
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� 533NPRR-14_Kerrville_Public_Ulitilites_Board_Comments_021014


� "We understand that the G&T Cooperatives are deemed to be NOIEs and have been treated as NOIE’s in the Protocol as well as the Commission orders regarding assignment of PCRR’s, and as such they can allocate PCRRs among their members." 533NPRR-14_Kerrville_Public_Ulitilites_Board_Comments_021014


� Contrary to KPUB's assertion in 533NPRR-14_Kerrville_Public_Ulitilites_Board_Comments_021014 that "KPUB does not believe ERCOT would allow transfer of PCRRs if the pre 1999 contracts were with what we traditionally consider an Independent Generator", greater amounts of PCRRs were allocated to NOIEs from Independent Generators with peak load growth taking away transmission capacity that was previously available for CRRs. The reallocation of PCRRs to RRC members on the other hand does not change the transmission capacity that was previously available for CRRs.
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