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	Comments


Pursuant to ERCOT Board Policies and Procedures Section VIII, the Small Public Power Group of Texas (SPPG), currently comprised of the small municipally-owned utilities of Bartlett, Bridgeport, Farmersville, Goldsmith, Hearne, Robstown, Sanger, and Seymour, submits this Appeal Position Statement in support of Nodal Operating Guide Revision Request (NOGRR) 149, regarding the requirement for a Distribution Service Provider (“DSP”) to have a designated Transmission Operator (“DTO”).
The requested revision would cut the Gordian knot, in which the SPPG members:  
(1) cannot get the Transmission Service Providers (“TSP”) with which they are directly connected to agree to become their DTOs; 
(2) cannot get the other TSPs to be their DTOs, absent new interconnection points with those other TSPs, since TSPs want to be the only ones operating their own equipment; 
(3) cannot comply, physically, with ERCOT’s load shedding requirements, for those cities with too few distribution feeders to supply sufficient load for curtailment, 
(4) even for the few who could comply physically with ERCOT’s load shedding requirements, cannot do so without curtailing “critical load” (like police and fire departments or hospitals), again due to the limited number of distribution feeders; and 
(5) cannot comply economically with ERCOT’s load shedding requirements, because of the tremendous cost to “self-designate” as the DTO after creating from scratch the hard and soft infrastructure the TSPs use for DTO purposes (e.g., under-frequency relays, back office systems, ERCOT communications, and ERCOT training and certification), even though the directly-connected TSPs already have those in place (and presumably recover the costs as part of the ERCOT “postage stamp” transmission pricing). 
The request would also conform the Nodal Operating Guides to the existing factual situation, in which none of the SPPG members are currently in the ERCOT Load Shed Table, and never have been (with the exception of Goldsmith, which is already in the Load Shed Plan of Oncor Electric Delivery Company LLC (“Oncor”), but Oncor nevertheless is unwilling to be Goldsmith’s DTO).  This is not a case in which a new form of business, like distributed energy resources, seeks a revision of the ERCOT rules to accommodate a new type of industry activity or business model.  The utility systems involved here are, and have been for decades, providing basic electric service to residential and commercial customers.  They were created and operating long before ERCOT was even in existence, much less a grid operator,
 while the DTO requirement and associated load shedding reliability scheme were adopted much later, and were designed to preserve reliability based on how larger systems operate.  
Conversely, rejecting the request is seeking to change the status quo, by requiring the small cities to create hard and soft DTO and related load shedding infrastructure.  This brings no greater reliability into ERCOT, only an increase in the costs borne by the ratepayers in those small cities.
Given these unique circumstances, the ERCOT Board should recognize that ERCOT’s rules do not fit all circumstances, there is no reliability issue at stake in this special circumstance, and it is appropriate to modify ERCOT’s rules in this special instance.  In support, this position statement:  (1) briefly recaps the key points of the appeal submitted on March 5, 2018; (2) supplements, with additional examples, the appeal’s key point regarding fair treatment of small systems; (3) provides an alternative version of the revision language which would narrow the revision language to the current SPPG members; and (4) notes other alternatives that could avoid making a substantive decision on this appeal at this time.
Brief Recap of the Appeal’s Key Points:
· No Adverse Reliability Impact.  The revision will not, in any way, adversely affect ERCOT reliability – as ERCOT Staff expressly confirmed, because the infinitesimally small load shed amount is already included in the ERCOT Load Shed Table by the TSPs’ other, non-critical load. 

· ERCOT Market Efficiency.  It is inefficient to force small systems to meet a one-size-fits-all reliability rule – at tremendous expense and time expenditures due to the necessary hard and soft infrastructure – when doing so makes no reliability difference.
· ERCOT Administrative Efficiency.  ERCOT operations are more efficient with ERCOT managing fewer entities for emergencies, training, drills, administration, etc.  

· Unjust and Unreasonable Costs.  If the small cities have to create their own hard and soft infrastructure used only for DTO purposes, that unnecessarily duplicates much of the TSPs’ hard and soft infrastructure used for DTO purposes, which are presumably included in their transmission costs of service, and thus already paid by load, including by SPPG’s members, in ERCOT transmission rates.

· Transmission Service Discrimination.  A TSP must provide wholesale transmission service to other utilities comparable to the TSP’s use of its own system.  ERCOT’s 17 TSPs provide DTO service to themselves; many provide it to DSPs at no additional charge.  Refusing to provide DTO service is inconsistent with the statutory requirement of non-discriminatory access to transmission services.

· All Critical Loads Deserve Protection.  The small systems do not have enough distribution feeders serving only non-critical load to provide sufficient non-critical load to meet the required load shedding levels.  Forcing small systems into ERCOT’s load shed scheme will discriminate against critical loads in the small cities (police, fire, water and wastewater, etc.), while similar loads elsewhere are protected. 
· Small Systems Should be Treated Fairly.  It is unfair to force small systems to meet, at enormous cost, a one-size-fits-all reliability rule.  When circumstances warrant, small entities are treated differently than larger ones – such as NERC’s Compliance Registry exclusion for DSPs 75 MWs or smaller, and the PUC’s “small fish swim free exemption” regarding generator market power.  It is also unfair for a small city’s critical load to be curtailed while a larger city’s is not (due to more than enough non-critical load in the other cities the 17 ERCOT TSPs serve) – thereby turning reliability on its head for the critical loads unnecessarily curtailed under a “reliability requirement.”
Supplementation of the Key Point Regarding Fair Treatment of Small Systems 
In addition to the appeal’s two examples of requirements differing based on size – the NERC compliance registration exclusion,
 and the PUCT’s “small fish swim free” generation rule exception – other examples of when “size matters” are:

· In rate design, size if often a key differentiator, such as small commercial customers versus large commercial customers versus industrial customers.

· Generation facilities that are generally 10 MWs or less are exempted from several regulatory requirements in certain circumstances.

· Self-generators that own less than 1 MW of generation are not required to register with the PUCT.
  
·  Owners of distributed renewable generation, which is renewable generation 2 MWs or less on the retail customer’s side of the meter, have certain regulatory rights on their sales to and interconnection with certain utilities.

· An owner of distributed generation (“DG”) with capacity of 1 MW or less is not required to register as a Resource Entity (“RE”) with ERCOT.

· Small transmission and distribution business units (“TDBU”) of a municipally owned utility or electric cooperative, which are those with less than 500,000 MWhs in average annual sales over the last three years, are subjected to fewer affiliate relationship requirements for competitive affiliates.
  (A small TDBU with 500,000 MWhs in sales and a load factor of 50% would have a load of 29 MWs.
)  

· Under the Public Utility Regulatory Policies Act of 1978 (“PURPA”), as amended, “small power production facilities” are 80 MWs or less of biomass, waste, or renewable resources, and as “qualifying facilities” have certain regulatory rights on their sales to and interconnection with certain utilities.
  

· Also under PURPA, as amended in 2005, utilities can be relieved of their obligations to qualifying facilities in certain circumstances, but qualifying facilities 20 MWs or less have certain protections from the potential grant of such relief.
 

· Under the Federal Power Act, generation that is 20 MWs or less has special, less burdensome interconnection requirements.

Alternative Narrowing Language 

At the outset of NOGRR 149, ERCOT Staff reported that the requested revision could in theory potentially apply, at a maximum, to 53 DSPs with approximately 600 MW of total load – but, again, even if that level of load were excluded from the ERCOT Load Shed Table, that “would not in itself cause a risk to ERCOT’s ability to maintain reliability.”
 
Thus, while the requested revision has no adverse reliability impact, it could nonetheless be modified to not potentially cover up to 53 DSPs and 600 MW of load, by narrowing its scope.  In the appeal to TAC, SPPG indicated it does not oppose narrowing the revision’s scope to just the SPPG members, whose total load was less than 80 MWs.  SPPG remains open to that possibility (with total load still less than 80 MWs).
The alternative revision language to provide such a narrowing, which SPPG offered to TAC, reads as follows (red are the original SPPG revisions, blue underlining are the narrowing alternative’s additional language):
1.4 Definitions

Transmission Operator (TO)

Entity responsible for the safe and reliable operation of its own portion or designated portion of the ERCOT Transmission System.  

Every Transmission Service Provider (TSP) or Distribution Service Provider (DSP) in the ERCOT Region shall either register as a TO, or designate a TO as its representative and with the authority to act on its behalf.

Every Distribution Service Provider (DSP) in the ERCOT Region with an annual peak Load exceeding 25 MW shall either register as a TO, or designate a TO as its representative and with the authority to act on its behalf.    

Every DSP in the ERCOT Region with an annual peak Load of 25 MW and below which is either required by North American Electric Reliability Corporation (NERC) to be registered as a distribution provider, or any other applicable NERC registration, or had a designated TO as its representative and with the authority to act on its behalf as of March 31, 2016, shall either register as a TO, or designate a TO as its representative and with the authority to act on its behalf.
Alternatives to a Decision on the Appeal
Instead of deciding whether or not to approve or reject NOGRR 149, as originally proposed or as narrowed above, the ERCOT Board could:  (1) explicitly recognize that a DSP can make a unilateral designation of a directly-connected TSP; (2) abate the appeal to allow continued pursuit of potential market solutions, similar to what TAC had requested; or (3) remand the appeal to TAC to allow development and pursuit of other possible ERCOT rule revisions to try to address all concerns.
Unilateral designation option:  
The City of Goldsmith, which has less than 1 MW of peak load, was recently (in 2017) added to the SPPG, because it too had no DTO.  Upon investigation of the factual circumstances, it was determined in 2018 that:  Goldsmith is directly interconnected only with Oncor, through a single distribution feeder; Oncor owns and controls the distribution circuit breaker for the shedding of the Goldsmith load; Goldsmith has no ability to operate the Oncor equipment; Goldsmith’s load is already included in Oncor’s Load Shed Plan; and Oncor is nonetheless unwilling to be the DTO for Goldsmith.  Because Goldsmith could not designate itself as its own TO since it does not own or control the necessary circuit breakers, could not get Oncor as a TSP to be the DTO, and had to find some other resolution of the DTO situation, it decided to question whether a TSP’s consent is required.  
Upon such investigation, there does not appear to be anything in the ERCOT Nodal Operating Guides or other ERCOT binding documents which requires the consent of the TSP to which a DSP is directly interconnected.  Indeed, given the statutory requirement of non-discriminatory access to transmission services, the directly-interconnected TSP should not be able to have the ability to consent, much less withhold consent. The ERCOT form, entitled “Transmission Operator Designation,” does ask for an acknowledgement by the TSP.  That form is not one of the “binding documents” listed on the ERCOT website; instead it is available on the portion of the website with information about Transmission/Distribution Service Providers.  Since it is not a prescribed or mandatory form, just a helpful form, it appears that the form could be modified to serve as notice to ERCOT as to which TSP the DSP designates as the DSP’s DTO.  Attached is just such an example form.
The ERCOT Staff has not yet been presented with an actual unilateral designation.  It therefore has not been required, and thus is not yet in a position, to give an opinion on whether such a unilateral designation is effective.  The ERCOT Board is in a position to provide a consensus opinion, as guidance to the ERCOT Staff and the other participants involved with NOGRR 149, that such a unilateral designation is allowed by the ERCOT rules, without further ERCOT rule revisions, and that the ERCOT DTO form is, as a helpful form, subject to modification making it into a unilateral designation (as in the attached example). 
With such certainty provided by the ERCOT Board to the ERCOT Staff regarding the efficacy of a unilateral designation, the SPPG members could proceed promptly with the submission of such unilateral designations.  Upon completion of those submittals and positive responses from the ERCOT Staff regarding their efficacy in light of a Board consensus thereon, SPPG would then be able to withdraw the appeal of NOGRR 149.  That withdrawal would be made possible since the unilateral designation of TSPs under such circumstances should satisfy ERCOT and PUCT concerns regarding Operating Guide compliance.
One of the reasons that TSPs such as Oncor are not willing to be the DTO for their directly connected DSPs may be because of the uncertainty regarding liability exposure for being the DTO for a DSP.  That, of course, is exactly why NOGRR 149, as originally proposed or as narrowed above, should be approved – because it takes care of the DTO issue both for small cities such as the SPPG members and for their directly-connected TSPs.  

Potential market solutions option:

The Board could abate the appeal, so as to allow the continued pursuit of potential market solutions.  If those efforts are successful, they would make unnecessary the need to make a decision on the appeal.  This is similar to what TAC had requested of SPPG, and which resulted in the abatement from the time when the appeal was first considered until the time the appeal was unabated and then rejected.   
In deciding to allow the further pursuit of the potential market solutions started under the TAC appeal abatement, the Board should recognize that there is “no instantaneous infrastructure,” and that the potential market solutions for the DTO situation depend upon third party actions over which SPPG members have no control.  Therefore, such an abatement decision will of necessity need to entail recognition that it will take some time for permanent market solutions to be finalized and implemented.  The SPPG members are prepared to forge ahead with the potential market solutions that they have been working on if the ERCOT Board decides to abate the appeal to accommodate those SPPG member efforts.
Remand to TAC for pursuit of other possible ERCOT rule revision options:
The Board could remand the appeal back to TAC with instructions to allow development and pursuit of other possible revisions to try to address all concerns, which if successful could make unnecessary NOGRR 149.  Some ideas tentatively floated previously, but not considered in any detail, include a financial payment alternative (so that load in certain circumstances could pay a reasonable amount to other loads to take on the load shed obligations that a DTO would otherwise potentially impose), or a “TO-light” set of revisions (appropriately modifying the load shed obligations for small systems with a limited number of distribution feeders free of critical loads).  If those or other alternative ERCOT rule revisions were to become feasible for the SPPG members and approved by ERCOT, the NOGRR 149 appeal could then be withdrawn by SPPG.
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� Year each utility was established:  Bartlett, 1920, Bridgeport 1926, Farmersville 1849, Goldsmith 1956, Hearne 1912, Robstown 1939, Sanger 1929, and Seymour 1906.  See Tex. Pub. Power Ass’n 2017 Directory.  ERCOT was formed in 1970, and became an independent System Operator in 1996.  See  � HYPERLINK "https://en.wikipedia.org/wiki/Electric_Reliability_Council_of_Texas" �https://en.wikipedia.org/wiki/Electric_Reliability_Council_of_Texas�.  


� 149NOGRR-02 ERCOT Comments 120915, available at � HYPERLINK "http://www.ercot.com/mktrules/issues/NOGRR149" �http://www.ercot.com/mktrules/issues/NOGRR149�.  As the appeal notes, even in the most extreme automatic load shed situation, SPPG’s aggregate load shed contribution if included in ERCOT’s Load Shed Table would be less than 3/100ths of 1% of the total ERCOT system.


� It should be noted that the NERC exclusion was originally 25 MWs, but in 2014 NERC increased it to 75 MWs, and FERC approved that in 2015.  North American Electric Reliability Corp., Order on Electric Reliability Organization Risk Based Registration Initiative and Requiring Compliance Filing, FERC Docket No. RR15-4-000, 150 FERC ¶ 61,213 (Mar. 19, 2015).  


� PUC Subst. R. 25.101(a)(2) (experimental generation units less than 10 MW are not subject to the requirement for a certificate of convenience and necessity); PUC Subst. R. 25.173 (small producers of renewable energy, even though not new renewable resources, are eligible to produce renewable energy credits); PUC Subst. R. 25.211 (generation 10 MW or less connected at distribution voltage have special, less burdensome interconnection requirements); PUC Subst. R. 25.345 (certain on-site power production facilities of 10 MW or less are exempt from restructuring’s stranded cost recovery charges).


� PUC Subst. R. 25.109(a)(2).  


� PUC Subst. R. 25.217.  


� ERCOT Nodal Protocols Section 16.5(5) (Mar. 1, 2018).  


� PUC Subst. R. 25.275(b)(3) & (c)(14).  


� That is, 500,000 x (0.5 / 8,760).


� 16 U.S.C. § 796(17)(A) & § 824a-3; 18 C.F.R. § 292.309; PUC Subst. R. 25.242.


� 16 U.S.C. § 824a-3(m); 18 C.F.R. § 292.303.


� E.g., Standardization of Small Generator Interconnection Agreements and Procedures, Order No. 2006, FERC Stats. & Regs. ¶ 31,180, order on reh ’g, Order No. 2006–A, FERC Stats. & Regs. ¶ 31,196 (2005), order on clarification, Order No. 2006–B, FERC Stats. & Regs. ¶ 31,221 (2006); Small Generator Interconnection Agreements and Procedures, Order No. 792, 145 FERC ¶ 61,159 (2013), order clarifying compliance procedures, Order No. 792-A, 146 FERC ¶ 61,214 (2014).


� 149NOGRR-02 ERCOT Comments 120915, which is publically available at � HYPERLINK "http://www.ercot.com/mktrules/issues/NOGRR149#keydocs" �http://www.ercot.com/mktrules/issues/NOGRR149#keydocs�.
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