ERCOT

Date: April 1, 2014

To: Board of Directors

From: Chad V. Seely, Assistant General Counsel

Subject: Non-Opt In Entity (NOIE) Load Zone Changes — Request of Sharyland

Utilities, L.P. (Brady Load)

Issue for the ERCOT Board of Directors

ERCOT Board of Directors Meeting Date: April 8, 2014
Item No.: 9

Issue:

Whether the Board of Directors (Board) of Electric Reliability Council of Texas, Inc. (ERCOT)
should approve the request of Sharyland Utilities, L.P. (Sharyland) to merge the Sharyland
Brady Load into the appropriate Competitive Load Zone(s).

Background/History:

In Docket No. 39592, the Public Utility Commission of Texas (Commission) granted
Sharyland’s application to transition its Brady, Celeste, Colorado City, and Stanton divisions to
retail choice. The transition will begin on May 1, 2014.

Paragraph (f) of Protocol Section 3.4.3, NOIE Load Zones, states:

Three years after a NOIE offers its Customers retail choice, the NOIE’s Load
must be merged into the appropriate Competitive Load Zone(s). For a Load Zone
that is an aggregation of NOIE systems of which less than all of the NOIEs opt
into Customer Choice, each remaining NOIE in that NOIE Load Zone may
choose to have its Load merged into the appropriate Competitive Load Zone(s)
under the same three-year time frame.

The Load in Sharyland’s Brady division is currently contained in the NOIE Load Zone for the
Lower Colorado River Authority (LCRA). By a letter to the ERCOT Board dated March 11,
2014, Sharyland requests that the ERCOT Board approve a change in the LCRA NOIE Load
Zone by authorizing the Sharyland Brady Load to be merged into the appropriate Competitive
Load Zone(s).

Paragraph (f) of Protocol Section 3.4.3 requires the NOIE’s Load to be merged into the
appropriate Competitive Load Zone(s) three years after the NOIE offers its Customers retail
choice. However, the Technical Advisory Committee (TAC) recommended approval of Nodal
Protocol Revision Request (NPRR) 602, Exemption for Sharyland Brady Load Transition, on
March 27, 2014. NPRR 602 as recommended by TAC would add a new paragraph (3) of
Protocol Section 3.4.2, Load Zone Modifications, stating:

Notwithstanding paragraph (f) of Section 3.4.3, commencing May 1, 2014, the
Sharyland Utilities LP Brady Load that is included in the LCRA NOIE Load Zone
shall be assigned to the appropriate Competitive Load Zone effective upon the
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date when the Electric Service Identifiers (ESI IDs) are transitioned to retail
choice.

If the ERCOT Board approves NPRR 602 as recommended by TAC, then the ERCOT Board
does not need to take action on Sharyland’s request because NPRR 602 would supersede that
request. If the ERCOT Board does not approve NPRR 602, then the ERCOT Board should
consider Sharyland’s request.

In addition, Sharyland’s request pursuant to paragraph (f) of Protocol Section 3.4.3 triggered the
second sentence of that paragraph, which states:

For a Load Zone that is an aggregation of NOIE systems of which less than all of
the NOIEs opt into Customer Choice, each remaining NOIE in that NOIE Load
Zone may choose to have its Load merged into the appropriate Competitive Load
Zone(s) under the same three-year time frame.

To implement this provision, on March 13, 2014, ERCOT staff provided Sharyland’s letter to
each other NOIE in the LCRA NOIE Load Zone and notified each NOIE that it may choose to
have its Load merged into the appropriate Competitive Load Zone(s). ERCOT staff requested
an initial response from each NOIE by March 24, 2014, and for a NOIE choosing to have its
Load merged into the appropriate Competitive Load Zone(s), a formal request by March 28,
2014. ERCOT staff informed the NOIEs that ERCOT staff will deem the lack of response from
a NOIE as intention not to merge the NOIE’s Load into the appropriate Competitive Load
Zone(s).

ERCOT staff provided this notice to the 34 NOIEs in the LCRA NOIE Load Zone other than
Sharyland. The following nine NOIEs responded to ERCOT staff and stated that they did not
choose to have their Load merged into the appropriate Competitive Load Zone(s): Bluebonnet
Electric Cooperative, City of Brady, City of Cuero, City of Goldthwaite, City of Gonzales, City
of Lampasas, City of Mason, City of San Marcos, and City of Shiner. The following 24 NOIEs
did not respond: Bandera Electric Cooperative, City of Bastrop, City of Bellville, City of
Brenham, City of Burnet, City of Flatonia, City of Fredericksburg, City of Giddings, City of
Hallettsville, City of Hempstead, City of La Grange, City of Lexington, City of Llano, City of
Lockhart, City of Luling, City of Moulton, City of San Saba, City of Schulenburg, City of
Smithville, City of Waelder, City of Weimar, City of Yoakum, Hamilton County Electric
Cooperative, and Pedernales Electric Cooperative. Either expressly or by not responding, these
33 NOIEs have not chosen to merge their Load into the appropriate Competitive Load Zone(s).

Guadalupe Valley Electric Cooperative (GVEC) has sent a letter to the ERCOT Board on
March 10, 2014 (which will be provided to the ERCOT Board in its packet materials for the
June 2014 meeting), requesting that, pursuant to Protocol Sections 3.4.2(2) and 3.4.3(c), the
ERCOT Board approve GVEC’s move from the LCRA NOIE Load Zone to the appropriate
Competitive Load Zone(s) when the Wholesale Power Agreement between GVEC and LCRA
expires on June 24, 2016. In response to ERCOT Staft’s notification regarding paragraph (f) of
Protocol Section 3.4.3, GVEC stated that “there is no need for GVEC to file any further
requests in this regard.”
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Because no remaining NOIE in the LCRA NOIE Load Zone chose to have its Load merged into
the appropriate Competitive Load Zone(s) pursuant to paragraph (f) of Protocol Section 3.4.3,
no action is needed by the ERCOT Board regarding this issue.

Key Factors Influencing Issue:

e Sharyland will begin transitioning its Customers to retail choice on May 1, 2014.

e Paragraph (f) of Protocol Section 3.4.3 requires a NOIE’s Load to be merged into the
appropriate Competitive Load Zone(s) three years after a NOIE offers its Customers
retail choice.

e NPRR 602 as recommended by TAC provides that the Sharyland Brady Load that is
included in the LCRA NOIE Load Zone shall be assigned to the appropriate
Competitive Load Zone effective upon the date when the Electric Service Identifiers
(ESI 1Ds) are transitioned to retail choice.

e None of the remaining NOIEs in the LCRA NOIE Load Zone chose to merge its Load
into the appropriate Competitive Load Zone(s).

Conclusion/Recommendation:
NPRR 602 is currently listed as Agenda Item 2.1.8 of the Consent Agenda for the April 8, 2014
Board meeting as an unopposed NPRR recommended by TAC for approval.

If the ERCOT Board approves NPRR 602 as recommended by TAC, ERCOT Legal
recommends that the ERCOT Board take no further action regarding these issues.

If the ERCOT Board does not approve NPRR 602, ERCOT Legal recommends that the ERCOT
Board approve Sharyland’s request to merge the Sharyland Brady Load into the appropriate
Competitive Load Zone(s). Pursuant to paragraph (f) of Protocol Section 3.4.3, the Load shall
be merged into the appropriate Competitive Load Zone(s) three years after the ESI IDs are
transitioned to retail choice. A sample resolution is attached if the ERCOT Board desires to take
this action.

Item 9
ERCOT Public




ELECTRIC RELIABILITY COUNCIL OF TEXAS, INC.
BOARD OF DIRECTORS RESOLUTION

WHEREAS, after due consideration of the alternatives, the Board of Directors (Board) of
Electric Reliability Council of Texas, Inc. (ERCOT) deems it desirable and in the best interest of
ERCOT to approve the request by Sharyland Utilities, L.P. (Sharyland) to merge the Sharyland
Brady Load into the appropriate Competitive Load Zone(s) effective three years after the ESI
IDs are transitioned to retail choice;

THEREFORE, BE IT RESOLVED, that ERCOT is hereby authorized and approved to merge

the Sharyland Brady Load into the appropriate Competitive Load Zone(s) effective three years
after the ESI IDs are transitioned to retail choice.

CORPORATE SECRETARY’S CERTIFICATE

I, Vickie G. Leady, Assistant Corporate Secretary of ERCOT, do hereby certify that, at its April
8, 2014 meeting, the ERCOT Board passed a motion approving the above Resolution by .

IN WITNESS WHEREOF, | have hereunto set my hand this ___ day of April, 2014.

Vickie G. Leady
Assistant Corporate Secretary
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@ Sharyland Utilities, L.P.
Austin Office

larld 600 Congzress Avenue, Suite 2000
Austin, Texas 78701

o ° Toll Free: 866-354-3335

l lt]]ltl% Phone: 512-721-2651

Fax: 512-322-9233

March 11, 2014

ERCOT Board of Directors
Attn: Chair Craven Crowell
7620 Metro Center Drive
Austin, TX 78744

Re:  Sharyland Utilities, L.P.’s Request for ERCOT Board Approval to Change Load
from a NOIE Load Zone to the Appropriate Competitive Load Zone(s)

Dear Chairman Crowell:

Please allow this correspondence to serve as a formal request to the ERCOT Board of
Directors (ERCOT Board) from Sharyland Utilities, L.P. (Sharyland) pursuant to Protocol Sections
3.4.2, Load Zone Modifications, and 3.4.3, NOIE Load Zones, for a change to a current NOIE Load
Zone. In Docket No. 39592,! the Public Utility Commission of Texas (Commission) granted
Sharyland’s application to transition our Brady, Celeste, Colorado City, and Stanton divisions to
retail choice. The Final Order in Docket No. 39592 approved a settlement setting forth a plan for the
transition to retail choice. Over the past eighteen months, Sharyland has been working to implement
the plan for introducing retail competition in accordance with the Final Order. The transition will
begin on May 1, 2014.

Specifically, paragraph (f) of Protocol Section 3.4.3 states:

Three years after a NOIE offers its Customers retail choice, the NOIE’s Load must be
merged into the appropriate Competitive Load Zone(s). For a Load Zone that is an
aggregation of NOIE systems of which less than all of the NOIEs opt into Customer
Choice, each remaining NOIE in that NOIE Load Zone may choose to have its Load

! Application of Sharyland Utilities, L.P. to Approve Retail Plan Pursuant to the Commission’s Order in Docket
No. 37990 and for Other Relief, Docket No. 39592, Order (Aug. 22, 2012) (Docket No. 39592 or Order). The retail plan
was filed pursuant to the Orders issued in Docket Nos. 37990 and 39070. See Joint Report and Application of Sharyland
Utilities, L.P., Sharyland Distribution & Transmission Services, L.L.C., Hunt Transmission Services, L.L.C., Cap Rock
Energy Corporation, and NewCorp Resources Electric Cooperative, Inc. for Regulatory Approvals Pursuant to PURA
86 14.101, 37.154, 39.262, and 39.915, Docket No. 37990, Order (Jul. 8, 2010) and Application of Sharyland Ultilities,
L.P. to Approve Study and Plan Pursuant to the Commission’s Order in Docket No. 37990 Concerning the Movement of
Sharyland’s Stanton and Colorado City Divisions from the Southwest Power Pool to ERCOT, Docket No. 39070 (Jul. 8,
2011).
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merged into the appropriate Competitive Load Zone(s) under the same three-year
time frame.

The Load in Sharyland’s Brady division is currently contained in the NOIE Load Zone for the Lower
Colorado River Authority (LCRA), and Sharyland respectfully requests that the ERCOT Board
approve a change in the LCRA NOIE Load Zone by authorizing the Load in Sharyland’s Brady
division to be merged into the appropriate Competitive Load Zone(s).” Pursuant to paragraph (e) of
Protocol Section 3.4.3, this change to the LCRA NOIE Load Zone may only be made when
approved by the ERCOT Board. Accordingly, Sharyland respectfully requests that this matter be
placed on the ERCOT Board agenda for the April 8, 2014 meeting.

Please feel free to contact me if you have any questions or if further information is required.

Thank you,

y %3

Mark E. Caskey, P.E.
President

cc: H.B. “Trip” Doggett, ERCOT President and Chief Executive Officer (CEO)
Bill Magness, ERCOT General Counsel
Chad V. Seely, ERCOT Assistant General Counsel
Brad Jones, ERCOT Vice President, Commercial Operations

2 Sharyland understands that an urgent NPRR has been filed which would allow Sharyland’s Brady load that is
included in the LCRA NOIE Load Zone to be assigned to the appropriate Competitive Load Zone effective upon the date
when the Electric Service Identifiers (ESI IDs) are transitioned to Retail choice instead of waiting three years after retail
choice. Sharyland also understands that ERCOT will separately inform the other NOIEs in the LCRA NOIE Load Zone
of their option to choose to move their respective Load into the appropriate Competitive Load Zone(s) under the same
three-year time frame and will further inform the ERCOT Board of any decisions by the other NOIEs.
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