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	Comments


TIEC appreciates ERCOT’s openness and willingness to discuss the design of the resiliency plus factor and to consider alternative approaches.  TIEC offers these comments in a constructive spirit, with the shared goal of creating a method that properly reflects the resiliency benefits of transmission projects.  However, at this time, TIEC still believes that the language currently proposed in Nodal Protocol Revision Request (NPRR) 1286 falls short of developing a sound methodology for recommending transmission projects that merit approval on resiliency grounds under 16 Texas Administrative Code (TAC) § 25.101(b)(3)(A)(iii).
TIEC’s concern with ERCOT’s proposal is that it arbitrarily ascribes resiliency benefits as a percentage of the overall cost of a project.  A more expensive project will arbitrarily receive a greater resiliency value than a lower-cost project, even if the resiliency benefits are in fact identical.  This resiliency factor can then be used to require customers to pay for a project that would not otherwise meet the applicable planning criteria, so this will have a very real cost for Texas customers.  Particularly for expensive transmission projects, allowing a project to get over the planning thresholds by adding a resiliency factor that is a percentage of an already-high cost could add significant transmission costs to the system, and TIEC continues to object to this approach.  For example, using this approach for recently submitted Regional Planning Group (RPG) projects that are estimated at $5 or $10 BILLION dollars could have major cost consequences.

During this stakeholder process and in meetings with ERCOT, TIEC has proposed three alternative approaches to quantify the resiliency benefit of a transmission project.  Each approach was designed to move away from ERCOT’s proposal to define the resiliency benefit as a percentage of the total cost of a proposed transmission project and toward one that better reflects the actual, incremental resiliency value.
First, in prior comments, TIEC proposed calculating a project’s resiliency benefit by multiplying the probability of a particular resiliency event by the financial impact of that event on the system.  This approach treats every potential resiliency solution in a consistent manner, assigning the same value to solving a given resiliency issue regardless of how the project achieves that goal.  In response, ERCOT asserted that this approach was too complicated and required significant assumptions.  ERCOT also stated that it had no way to easily calculate the probability of the Grid Reliability and Resiliency Assessment (GRRA) resiliency events.  
After ERCOT explained its challenges, TIEC proposed a second simplified approach where ERCOT would categorize resiliency projects as addressing a “severe” or “significant” risk based on the impact of the resiliency issue.  Each category would have a pre-determined resiliency “plus” value.  While the initial values may be somewhat subjective, the intent was that they could be further refined in the future.  Although ERCOT considered this second option, ERCOT ultimately stated that it was uncomfortable categorizing the projects and preferred making the resiliency plus factor an objective percentage, not a fixed dollar amount, because it was more scalable.  
Based on ERCOT’s concerns, TIEC proposed a more scalable solution.  This approach would first isolate the resiliency benefit of projects by comparing the cost of the resiliency portion of the project and the total project, and then multiply that proportion by a predetermined percentage based on whether the resiliency issue addressed a steady-state or contingency scenario.  The resulting percentage would be capped to avoid having the resiliency plus factor undermine the reliability or economic tests.  After considering TIEC’s third solution, ERCOT ultimately opposed this type of an approach stating that it may be too difficult for a utility to isolate the resiliency project costs.  
TIEC acknowledges that each of its ideas raised legitimate questions and practical challenges.  However, despite multiple discussions, ERCOT continually placed the burden on stakeholders to propose further iterations and did not seem willing to pivot from its original, preferred approach.  ERCOT stated that it was open to considering alternative proposals, but in practice, this does not seem to be the case.  ERCOT still seems determined to move this NPRR forward using its initial methodology.  
As stated in previous comments, ERCOT’s resiliency plus factor—based on the whole project’s revenue requirement—is fundamentally arbitrary because it does not reflect the actual value the resiliency portion provides to the system.  Rather than measuring the resiliency benefit itself, ERCOT’s methodology assigns value based solely on total project cost.  This is problematic because it will likely result in overvaluing the resiliency benefits of expensive projects and undervaluing the resiliency benefits of low-cost projects.  The value of a resiliency benefit does not correlate to the overall project cost.  Tying the resiliency credit to project costs, instead of the actual benefit delivered, inevitably produces distorted results.

Additionally, ERCOT’s initial filing states that this NPRR meets its strategic objective of being an industry leader for grid reliability and resilience.  Adopting a methodology that relies on an arbitrary percentage of a project's revenue requirement—rather than attempting to measure the actual resiliency benefit—falls short of this goal and will unnecessarily increase consumer costs.  Industry leadership requires a thoughtful approach that is grounded in sound analytical principles.  TIEC asks that ERCOT invest the time and effort to develop a methodology that accurately values the resiliency benefits of transmission projects, even if doing so delays the passage of this NPRR.

For the reasons set forth above, TIEC recommends that if ERCOT proceeds to a stakeholder vote on NPRR1286 in its current form, stakeholders should oppose the Revision Request.  A better course of action would be for ERCOT to take additional time to develop a new approach that properly values the resiliency benefit of projects.  The development of a sound, well-designed resiliency plus factor is important work, and it is worth the additional time required to get it right.  TIEC remains committed to working constructively with ERCOT and all stakeholders toward a resiliency evaluation methodology that serves consumers and advances the reliability and resiliency of the ERCOT System.
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None.
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