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	Comments


From 2008 to 2017 ERCOT annual transmission system costs have increased 162% from $1.3 Billion to more than $3.4 Billion.  
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Reliant Energy supports transparency and scrutiny in the transmission planning process. As proposed, this Nodal Protocol Revision Request (NPRR) reduces the number of transmission projects that are reviewed by increasing the cost threshold for projects that would receive review under the auspices that the costs of transmission projects have increased over the last decade.          
Currently, there are more than $6.9 Billion worth of prospective transmission projects in the engineering, routing, licensing, construction and study phases in the ERCOT market that if approved will further increase transmission system costs.  These costs are charged to Retail Electric Providers (and NOIES) as non-bypassable charges and are ultimately borne by end use consumers.  
Reliant appreciates and values the role the ERCOT regional transmission planning process plays in the review of whether a transmission project is necessary for service,  accommodation, convenience, or safety of the public.  Reliant supports ERCOT hiring additional staff to maintain and amplify its transmission review role rather than reducing the thresholds for review.  
In the redline below Reliant proposes that:

· Any Market Participant be permitted to request that a Tier 1 or Tier 2 transmission project be reviewed based on the existing cost criteria. 
·  A Transmission Service Provider (TSP) shall notify the Regional Planning Group (RPG) and provide an explanation for the cost estimate increase for any project costing more than 10% over the cost contained in ERCOT’s endorsement.    
· That all Tier 1 or Tier 2 project be endorsed by the ERCOT Board or Directors (ERCOT Board) since the proposed Tier 1 threshold is being increased from $50 Million to $100 Million.  This would ensure that the ERCOT Board endorses any project in which a Certificate of Convenience and Necessity (CCN) is required. 
Finally, to assist the market in evaluation of the proposed changes to the RPG process, Reliant requests that ERCOT provide the following information prior to consideration at the Reliability and Operations Subcommittee (ROS) or the Protocol Revision Subcommittee (PRS):

· How many projects are currently being considered by RPG?
· What is the cost profile of each of these projects?
· Which and how many of these projects would have their Tier level changed under the proposed revisions?  What are the new Tiers?  
· What are the projects that would be reviewed under a lower review threshold?  
· Are there any projects that would no longer be reviewed?  If so what are those projects?  
· Where are the projects located?
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3.11.1
Overview


(1)
Project endorsement through the ERCOT regional planning process is intended to support, to the extent applicable, a finding by the Public Utility Commission of Texas (PUCT) that a project is necessary for the service, accommodation, convenience, or safety of the public within the meaning of Public Utility Regulatory Act, Tex. Util. Code Ann. § 37.056 (Vernon 1998 and Supp. 2007) (PURA) and P.U.C. Subst. R. 25.101, Certification Criteria. 

3.11.2
Planning Criteria

(1)
ERCOT and TSPs shall evaluate the need for transmission system improvements and shall evaluate the relative value of alternative improvements based on established technical and economic criteria. 

(2)
The technical reliability criteria are established by the Planning Guide, Operating Guides, and the North American Electric Reliability Corporation (NERC) Reliability Standards.  ERCOT and TSPs shall strongly endeavor to meet these criteria, identify current and future violations thereof and initiate solutions necessary to ensure continual compliance.

(3)
ERCOT shall attempt to meet these reliability criteria as economically as possible and shall actively study the need for economic projects to meet this goal.  

(4)
For economic projects, the net economic benefit of a proposed project, or set of projects, will be assessed over the project’s life based on the net societal benefit that is reasonably expected to accrue from the project.  The project will be recommended if it is reasonably expected to result in positive net societal benefits.  

(5)
To determine the societal benefit of a proposed project, the revenue requirement of the capital cost of the project is compared to the expected savings in system production costs resulting from the project over the expected life of the project.  Indirect benefits and costs associated with the project should be considered as well, where appropriate.  The current set of financial assumptions upon which the revenue requirement calculations is based will be reviewed annually, updated as necessary by ERCOT, and posted on the Market Information System (MIS) Secure Area.  The expected production costs are based on a chronological simulation of the security-constrained unit commitment and economic dispatch of the generators connected to the ERCOT Transmission Grid to serve the expected ERCOT System Load over the planning horizon.  This market simulation is intended to provide a reasonable representation of how the ERCOT System is expected to be operated over the simulated time period.  From a practical standpoint, it is not feasible to perform this production cost simulation for the entire 30 to 40 year expected life of the project.  Therefore, the production costs are projected over the period for which a simulation is feasible and a qualitative assessment is made of whether the factors driving the production cost savings due to the project can reasonably be expected to continue.  If so, the levelized ERCOT-wide annual production cost savings over the period for which the simulation is feasible is calculated and compared to the first year annual revenue requirement of the transmission project.  If this production cost savings equals or exceeds this annual revenue requirement for the project, the project is economic from a societal perspective and will be recommended.

(6)
Other indicators based on analyses of ERCOT System operations may be considered as appropriate in the determination of benefits.  In order for such an alternate indicator to be considered, the costs must be reasonably expected to be on-going and be adequately quantifiable and unavoidable given the physical limitation of the transmission system.  These alternate indicators include:

(a)
Reliability Unit Commitment (RUC) Settlement for unit operations;

(b)
Visible ERCOT market indicators such as clearing prices of Congestion Revenue Rights (CRRs); and

(c)
Actual Locational Marginal Prices (LMPs) and observed congestion.

3.11.4.1
Project Submission

(1)
Any stakeholder may initiate an RPG project review through the submission of a document describing the scope of the proposed transmission project to ERCOT.  Projects should be submitted with sufficient lead-time to allow the RPG project review to be completed prior to the date on which the project must be initiated by the designated TSP.  

(2)
Stakeholders may submit projects for RPG project review within any project Tier.  All transmission projects in Tiers 1, 2 and 3 shall be submitted.  TSPs are not required to submit Tier 4 projects for RPG review, but shall include any Tier 4 projects in the cases used for development of the Regional Transmission Plan. 

(3)
All system improvements that are necessary for the project to achieve the system performance improvement, or to correct the system performance deficiency, for which the project is intended should be included into a single project submission.
(4) 
Facility ratings updates are not considered a project and are not subject to RPG review.

3.11.4.3
Categorization of Proposed Transmission Projects

(1)
ERCOT classifies all proposed transmission projects into one of four categories (or Tiers).  Each Tier is defined so that projects with a similar cost and impact on reliability and the ERCOT market are grouped into the same Tier.  For Tier classification, the total estimated cost of the project shall be used which includes costs borne by another party.
(a) 
A project shall be classified as Tier 1 if the estimated capital cost is greater than or equal to $100,000,000, unless the project is considered to be a neutral project pursuant to paragraph (f) below.

(b)
A project shall be classified as Tier 2 if the estimated capital cost is less than $100,000,000 and a Certificate of Convenience and Necessity (CCN) is required, unless the project is considered to be a neutral project pursuant to paragraph (f) below.

(c)
A project shall be classified as Tier 3 if any of the following are true:

(i)
The estimated capital cost is less than $100,000,000 and greater than or equal to $25,000,000 and  a CCN is not required, unless the project is considered to be a neutral project pursuant to paragraph (f) below; or

(ii)
The estimated capital cost is less than $25,000,000, a CCN is not required, and the project includes 345 kV circuit reconductor of more than 1 mile, additional 345/138 kV autotransformer capacity, or a new 345 kV substation, unless the project is considered to be a neutral project pursuant to paragraph (f) below.
(d)
A project with an estimated capital cost greater than or equal to $25,000,000 that is proposed for the purpose of replacing aged infrastructure or storm hardening shall be processed as a Tier 3 project and shall be reclassified as a Tier 4, neutral project upon ERCOT’s determination that any concerns, questions or objections raised during the comment process have been resolved satisfactorily.
(e)
A project shall be classified as Tier 4 if it does not meet the requirements to be classified as Tier 1, 2, or 3 or if it is considered a neutral project pursuant to paragraph (f) below.

(f)
A project shall be considered a neutral project if it consists entirely of:

(i)
The addition of or upgrades to radial transmission circuits; 
(ii)
The addition of equipment that does not affect the transfer capability of a circuit;

(iii)
Repair and replacement-in-kind projects; 

(iv)
Projects that are associated with the direct interconnection of new generation; 

(v)
The addition of static reactive devices; 

(vi)
A project to serve a new Load, unless such project would create a new transmission circuit connection between two stations (other than looping an existing circuit into the new Load-serving station);
 
(vii)
Replacement of failed equipment, even if it results in a ratings and/or impedance change; or
(viii)
Equipment upgrades resulting in only ratings changes.
(2)
ERCOT may use its reasonable judgment to increase the level of review of a proposed project (e.g., from Tier 3 to Tier 2) from that which would be strictly indicated by these criteria, based on stakeholder comments, ERCOT analysis or the system impacts of the project.
(a)
A project with an estimated capital cost greater than or equal to $50,000,000 that would otherwise quality for Tier 1 review shall be reclassified and processed as a Tier 1 project if requested by a Market Participant.  
(b)
A project with an estimated capital cost less than $50,000,000 that would otherwise quality for Tier 2 review shall be reclassified and processed as a Tier 2 project if requested by a Market Participant.        
(3)
Any project that would be built by an Entity that is exempt (e.g., a Municipally Owned Utility (MOU)) from getting a CCN for transmission projects but would require a CCN if it were to be built by a regulated Entity will be treated as if the project would require a CCN for the purpose of defining the Tier of the project.
(4)
If during the course of ERCOT’s independent review of a project, the project scope changes, ERCOT may reclassify the project into the appropriate Tier.
3.11.4.4
Processing of Tier 4 Projects
(1)
For any project classified in Tier 4, ERCOT will not solicit comments from RPG, conduct any independent review, or provide any endorsement for the project.






 

3.11.4.5
Processing of Tier 3 Projects

(1)
ERCOT shall accept a Tier 3 project if no concerns, questions or objections are provided during the project comment process.
(2)
If reasonable ERCOT or stakeholder concerns about a Tier 3 project cannot be resolved during the time period allotted by ERCOT, the project may be processed as a Tier 2 project, unless ERCOT assesses that reasonable progress is being made toward resolving these concerns.


3.11.4.6
Processing of Tier 2 Projects
(1)
ERCOT shall conduct an independent review of a submitted Tier 2 project as follows: 

(a)
ERCOT’s independent review shall consist of studies and analyses necessary for ERCOT to make its assessment of whether the proposed project is needed and whether the proposed project is the preferred solution to the identified system performance deficiency that the project is intended to resolve;

(b)
ERCOT shall consider all comments received during the project comment process and factor reasonable comments into its independent review of the project;

(c)
ERCOT will attempt to complete its independent review for a project in 120 days or less.  If ERCOT is unable to complete its independent review based on RPG input within 120 days, ERCOT shall notify the RPG of the expected completion time;

(d)
ERCOT may, at its discretion, discuss submitted transmission projects at meetings of the RPG in order to obtain additional input into its independent review; and

(e)
ERCOT shall prepare a written report documenting the results of its independent review and recommendation on the project and shall distribute this report to the RPG.

3.11.4.7
Processing of Tier 1 Projects
(1)
ERCOT shall conduct an independent review of a submitted Tier 1 project as follows:
(a)
ERCOT’s independent review will consist of studies and analyses necessary for ERCOT to make its assessment of whether the proposed project is needed and whether the proposed project is the preferred solution to the identified system performance deficiency that the project is intended to resolve;

(b)
ERCOT will consider all comments received during the project comment process and factor reasonable comments into its independent review of the project;

(c)
ERCOT will attempt to complete its independent review for a project in 150 days or less.  If ERCOT is unable to complete its independent review based on RPG input within 150 days, ERCOT shall notify the RPG of the expected completion time;

(d)
ERCOT may, at its discretion, discuss submitted transmission projects at meetings of the RPG in order to obtain additional input into its independent review; and

(e)
ERCOT shall prepare a written report documenting the results of its independent review and recommendation on the project and shall distribute this report to the RPG.

(2)
Tier 1 and Tier 2projects require ERCOT Board endorsement.

3.11.4.8
Determine Designated Providers of Transmission Additions

(1)
Upon completion of an independent review, ERCOT shall determine the designated TSPs for any recommended transmission additions.  The designated TSP for a recommended transmission addition will be the TSP that owns the end point(s) of the recommended transmission addition.  The designated TSP can agree to provide the recommended transmission addition or delegate the responsibility to another TSP.  If different TSPs own the two end points of a recommended transmission addition, ERCOT will designate them as co-providers of the recommended transmission addition, and they can decide between themselves what parts of the recommended transmission addition they will each provide.  If they cannot agree, ERCOT will determine their responsibility following a meeting with the parties.  If a designated TSP agrees to provide a recommended transmission addition but does not diligently pursue the recommended transmission addition (during the time frame before a CCN is filed, if required) in a manner that will meet the required in-service date, then upon concurrence of the ERCOT Board, ERCOT will solicit interest from TSPs through the RPG and will designate an alternate TSP.

3.11.4.9
Regional Planning Group Acceptance and ERCOT Endorsement

(1)
For Tier 3 projects, successful resolution of all comments received from ERCOT and stakeholders during the project comment process will result in RPG acceptance of the proposed project.  A RPG acceptance letter shall be sent to the TSP(s) for the project, the project submitter (if different from the TSP(s)) and posted on the MIS Secure Area.  For Tier 2 projects, ERCOT’s recommendation as a result of its independent review of the proposed project will constitute ERCOT endorsement of the need for a project except as noted in paragraph (4) below.  For Tier 1 projects, ERCOT’s endorsement is obtained upon affirmative vote of the ERCOT Board except as noted in paragraph (4) below.  An ERCOT endorsement letter shall be sent to the TSP(s) for the project, the project submitter (if different from the TSP(s)), and the PUCT and posted on the MIS Secure Area upon receipt of ERCOT’s endorsement for Tier 1 and Tier 2 projects except as noted in paragraph (4) below.

(2)
Following the completion of its independent review, ERCOT shall present all Tier 1 projects for which it finds a need to the ERCOT Board and shall provide a report to the ERCOT Board explaining the basis for its determination of need.  Prior to presenting the project to the ERCOT Board, ERCOT shall present the project to the Technical Advisory Committee (TAC) for review and comment.  Comments from TAC shall be included in the presentation to the ERCOT Board.  ERCOT will make a reasonable effort to make these presentations to TAC and the ERCOT Board at the next regularly scheduled meetings following completion of its independent review of the project.
(3)
If the asserted need for a Tier 1 or Tier 2 project is based on a service request from a specific customer, a TSP may submit the project for RPG review prior to that customer signing a letter agreement for the financial security of the necessary upgrades.  However, ERCOT shall not issue an independent review recommending such a project until the customer signs any required letter agreement, provides any required notice to proceed, and provides the full amount of any financial security required for the upgrades needed to serve that customer.
(4)
If a TSP asserts a need for a proposed Tier 1 or Tier 2 project based in part or in whole on its own planning criteria, then ERCOT's independent review shall also consider whether a reliability need exists under the TSP’s criteria.  If ERCOT identifies a reliability need under the TSP’s criteria, then ERCOT shall recommend a project that would address that need as well as any reliability need identified under NERC or ERCOT criteria, but shall explicitly state in the independent review report that ERCOT has assumed the TSP’s criteria are valid and that an assessment of the validity of the TSP’s criteria is beyond the scope of ERCOT’s responsibility.  ERCOT or the ERCOT Board may provide a qualified endorsement of such a project if ERCOT determines that it is justified in part under ERCOT or NERC criteria, as described in paragraph (1) above.  However, neither ERCOT nor the ERCOT Board shall endorse a project that is determined to be needed solely to meet a TSP’s criteria.
3.11.4.10
Modifications to ERCOT Endorsed Projects

(1)
If the TSP for an ERCOT-endorsed project determines a need to make a significant change to the facilities included in the project (such as the line endpoint(s), number of circuits, voltage level, decrease in rating or similar major aspect of the project), the TSP shall notify ERCOT of the details of that change prior to filing a CCN application, if required, or prior to beginning the final design of the project if no CCN application is required.  If ERCOT concurs that the proposed change is significant, the change shall be processed as a Tier 3 project, unless ERCOT determines the project should more appropriately be processed in another Tier.
(2)
TSPs are responsible for tracking estimated project cost increases for all ERCOT-endorsed and all economically justified projects.  
(a)
For projects requiring a CCN application, if the TSP determines during the CCN application preparation process that the cost of the route that best meets PUCT criteria will cause the overall estimated project cost to increase by more than 10% over the cost contained in ERCOT’s endorsement, the TSP shall notify the RPG and provide an explanation for the cost estimate increase.  
(b)
For projects not requiring a CCN application, if a TSP determines prior to beginning the final design of the project that the estimated project cost has increased by more than 10% over the cost contained in ERCOT’s endorsement, the TSP shall notify RPG and provide an explanation for the cost estimate increase. 


3.11.4.11
Non-TSP Funded Projects

(1)
If an Entity other than a TSP elects to fund the full capital cost of transmission upgrades that would otherwise be classified as a Tier 1, Tier 2, or Tier 3 project, the affected TSP may, in its discretion, elect to pursue the project.  The TSP(s) shall conduct an impact assessment of the proposed transmission project and shall submit a report summarizing the results of the impact assessment for Regional Planning Group review.  Such projects shall be processed as a Tier 3 project and shall be reclassified as a Tier 4, neutral project after the conclusion of the comment process.
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				Year		Docket No.		TCOS ($)		Average 4CP (kW)

				2000		22055		$673,681,276		51,336,936

				2001		24418		$705,400,101		54,984,968

				2002		25002		$901,432,020		52,727,135

				2003		26950		$963,194,824		53,520,537

				2004		28937		$1,059,111,829		54,788,345

				2005		30474		$1,101,036,466		56,040,201

				2006		32084		$1,095,735,193		58,858,282

				2007		33550		$1,208,960,807		59,611,096

				2008		35011		$1,316,936,699		57,650,015

				2009		36374		$1,423,829,495		59,819,400

				2010		37680		$1,543,031,760		60,858,331

				2011		38900		$1,669,537,553		61,368,963

				2012		39916		$1,772,182,077		64,992,452

				2013		40946		$2,001,794,430		66,014,376

				2014		42062		$2,659,921,872		65,250,197

				2015		43881		$3,020,770,273		63,680,709

				2016		45382		$3,216,554,560		66,036,438

				2017		46604		$3,455,666,971		67,690,205

								$1.62
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