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COMMENTS OF THE SOLAR ENERGY INDUSTRIES ASSOCIATION AND
TEXAS SOLAR POWER ASSOCIATION IN RESPONSE TO QUESTIONS RAISED BY

THE COMMISSIONERS AT THE OCTOBER 30 2014 WORKSHOP

The Solar Energy Industries Association' ("SEIA") and Texas Solar Power Association2

("TSPA") (collectively, the joint commenters) offer these comments in response to the questions

raised by the Commissioners at the October 30, 2014 workshop in Project No. 42647, a

proceeding to evaluate ERCOT planning and system costs associated with renewable resources

and new large DC ties.3

OVERVIEW

Established in 1974, SEIA is the national trade association of the U.S. solar energy industry. As the voice
of the industry, SEIA strives to provide effective advocacy and education to strengthen the U.S. solar
energy industry, including solar photovoltaic ("PV") and concentrating solar power ("CSP") systems of all
sizes. SEIA is comprised of member companies that conduct business throughout the solar energy industry
supply chain. SEIA works with its member companies to make solar a significant mainstream energy
resource by expanding markets, removing market barriers, and educating the public and key stakeholders
about the benefits of solar energy.

TSPA is a statewide industry trade association that promotes the development of solar electric generation.
TSPA is a statewide industry trade association that promotes products and projects in Texas, serving
customers in both wholesale and retail markets. TSPA's membership includes manufacturers, large-scale
power plant developers, residential and commercial rooftop integrators, and other companies in Texas
participating across the full solar PV supply chain.

The comments contained in this filing represent the positions of SEIA and TSPA as organizations, but not
the views of any particular members of SEIA and TSPA.
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As discussed in the joint commenters' initial and reply comments, the policies y

questions that are being evaluated by the Commission in this project could potentially have a

significant impact on solar development in ERCOT. in the future, depending on the ultimate

decisions made by the Commission or Legislature. The Commission could may request

legislation to address some of the policy questions that are being considered in this project in its

2015 Report on the Scope of Competition in Electric Markets in Texas that is due to the

Legislature by January 15, 2015.4 The joint commenters, therefore, appreciate the opportunity to

provide these comments in response to the questions raised by the Commissioners at the October

30, 2014 workshop.

SPECIFIC COMMENTS

1. Federal, State, and Local Energy Incentives Do Not Favor Renewable Generation

As discussed in the joint commenters' reply comments, the most recent available data that

addresses electric generation incentives at both the state and federal levels is from the 2008

Texas Energy Report.5 A table summarizing the incentives provided to electric generation and

fuel sources used for electric generation is included below in response to questions raised at the

workshop relating to the different incentive levels provided to electric generation and fuel

sources.6

5 See 2008 Texas Energy Report, available at., http://www.window.state.tx.us/specialrptlenergy/.

6 This table uses data from Exhibits 28-6 and 28-7 in the 2008 Texas Energy Report, which summarizes
the federal, state and local funds provided to all electric generation resources and fuel sources used for
electric generation, available at: http://www.window.state.tx.us/specialrpt/energy/subsidies/.
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Energy Source
Federal Taxpayer Subsidies

for Electric Generation
Technologies and Fuels

Texas State and Local Subsidies
for Electric Generation
Technologies and Fuels

OR and Gas* $3,502,732,143 $1,417,434,337
Coal ` $2,754,908,000 n/a
Nuclear $1,187,426,000 n/a
SubtotaY
Nonrenewable $7,445,066,143 $1,417,434,337
Wind $457,924,289 $1,508,800
Solar $382,756,318 $2,574,101**
Hydroelectric
power $295,234,608 n/a
Biomass $209,641,875 n/a
Geothermal $29,158,534 $45,400
Subtotal
Renewables $1,374,715,624 $1,554,200

I Total Subsidies $8,819,781,767 $1,418,988,537
- -- --- - " ---a-..-. - r

-_ -
6-- . -ca.u 11ny In icnab, aZ, f101eU upine Leglslative Butlget

Board in their 2010 "Overview of Natural Gas Tax Structures," in 2009 natural gas producers received
"Deductions, exemptions, and rate adjustments..."

** Includes $2,074,101 from local municipal utilities

Additionally, during the workshop discussion, Chairman Nelson referenced a 2010 report

from the Energy Information Administration ("EIA"). While this report is more recent and

provides a comprehensive view of federal incentives available to electric generation resources,

the 2010 EIA report does not include any information regarding state and local incentives

provided to electric generation resources and fuel sources for electric generation in the state.

Analysis of both federal and state incentives is critical to understanding the overall incentive

levels that are provided to electric generation resources and fuel sources for electric generation

and the corresponding impacts these incentives may have on market operations.

As stated at the workshop by Colin Meehan of First Solar, representing SEIA, the 2010

EIA report focuses on a period during which funds from the American Recovery and
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Reinvestment Act ("ARRA") were disbursed as a one-time stimulus intended to bolster the

flagging U.S. economy. Since those ARRA funds were temporary and are no longer part of

forward-looking national policy, it is important to avoid conflating the temporary ARRA funds

with current, ongoing incentive levels for different electric generation resources. Fortunately,

the 2010 EIA report does separate energy incentives that were part of the ARRA funds from

funds that are part of more longer-term federal energy and/or tax policy. The table below sets

forth the non-ARRA funds for electric generation resources and fuel sources used for electric

generation as detailed in the 2010 EIA report.7

Beneficiary
Federal Incentives for Electric Generation and Fuels Used

in Electric Generation (2010 million dollars)

2007 2010 Non-ARRA 2010 % of Total
Coal $ 3,981 $ 1,261 8%
Natural Gas and Petroleum Liquids $ 2,010 $ 2,820 18%
Nuclear $ 2 $ 2,352 15%
Renewables $ 1,124 $ 2,004 13%

Biomass $ 61 $ 1,107 7%
Geothermal $ 14 $ 45 00/0
H yd ro $ 170 $ 200 1%
Solar $ 179 $ 346 2%
Wind $ 476 $ 134 1%
Other

$ 224 $ 172 1%Electricity -SmartGridand
Transmission $ 1,081 $ 476 3%
Conservation $ 369 $ 292 2%

End-Use $ 3,618 $ 6,692 42%
LIHEAP $ 2,276 $ 5,000 31%
Other $ 1,342 $ 1,692 11%

Tota I $ 12,185 $ 15,897 100%

7 See Energy Information Administration: Direct Federal Financial Interventions and Subsidies in Energy in Fiscal
Year 2010, available at: http://www.eia.gov/analysis/requests/subsidy/pdf/subsidy.pdf.
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Based on the data in the table above, solar received a total of 2% of federal, non-ARRA funds in

2010, while 40% of federal, non-ARRA funds were provided to conventional thermal generation

technologies and fuel sources used for electric generation. The table provided above

demonstrates that all electric generation resources receive some level of federal, state, and local

incentives and thermal generation technologies receive more federal, state, and local incentives

than renewable generation.

II. The CREZ Transmission Provisions in PURA Do Not Apply for Future
Transmission Projects Associated with Solar Generation

As stated by SEIA at the workshop, solar developers are currently using the existing

Competitive Renewable Energy Zone ("CREZ") transmission system in West Texas, and

therefore, there is no current need for additional transmission in West Texas to move solar

generation to load centers in ERCOT.

The joint commenters believe that any transmission (excluding transmission required for

reliability purposes) needed in the future, beyond the CREZ build-out approved in the

Commission's CREZ Order,8 should be evaluated with ERCOT's regular economic transmission

planning criteria. This criteria is appropriately based on the Production Cost Savings ("PCS")

test, rather than the CREZ transmission provisions in PURA. Therefore, the Commission would

be required to consider the "adequacy of existing service" and "need for additional service"

factors set forth in PURA 37.056(c)(1) and (2) when evaluating an application for a certificate of

convenience and necessity ("CCN") for an economic transmission project in the future.

8 See Commission Staffs Petition for Designation of Competitive Renewable Energy Zones, Order on Rehearing,
Docket No. 33672 (October 7, 2008).
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The joint commenters believe that the Commission already has the necessary statutory

authority under PURA 37.056(d)9 to use ERCOT's regular economic transmission planning

criteria for transmission projects that are not needed for reliability purposes and are not included

in the CREZ build-out approved in the Commission's CREZ order.

III. The Commission Should Maintain the Fundamental Principles of the Production Cost
Savings Test

As stated in the joint commenters' initial and reply comments, the joint commenters

support the continued use of the PCS test for evaluating economic transmission projects in

ERCOT. As noted by Mr. Meehan at the workshop, the PCS test is regularly used to justify

investment in transmission system elements that are required to address the needs of both

renewable and thermal generation. From a policy perspective, the PCS test reflects the most

fundamental nature of ERCOT's competitive wholesale market in which generation owners,

rather than customers, bear the risk of investment. As currently utilized by ERCOT, the PCS

test is used to identify transmission system elements that will enable ERCOT ratepayers to

access low cost electricity from all types of generation resources that are located throughout the

ERCOT grid.

9 PURA 37.056(d) provides that "the commission by rule shall establish criteria, in addition to the criteria described
by Subsection (c), for granting a certificate for a transmission project that serves the ERCOT power region, that is
not necessary to meet state or federal reliability standards, and that does not serve a competitive renewable energy
zone. The criteria must include a comparison of the estimated cost of the transmission project and the estimated cost
savings that may result from the transmission project. The commission shall include with its decision on an
application for a certificate to which this subsection applies findings on the criteria."
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Notwithstanding the broad support for the PCS test discussed above and set forth in the

joint commenters' initial and reply comments, the joint commenters commit to work with the

Commission in evaluating potential changes to the PCS test if the Commission ultimately

decides to open a rulemaking project to further evaluate potential changes to the PCS test. The

joint commenters would support further evaluation of the Brattle Group's recommendations

provided to ERCOT for improving the PCS test in a rulemaking project if the Commission

decides to further explore the recommendations. 10 However, as discussed in the joint

commenters' initial and reply comments and stated by SEIA at the workshop, the joint

commenters would oppose the inclusion of costs and/or factors in the PCS test methodology that

are specific to a type of generation technology.

As stated in the joint commenters' initial and reply comments, any potential changes to

the PCS test that would specifically impose additional costs on renewable generation in the

economic test methodology would produce an inherent bias against renewable generation in

ERCOT's transmission planning process. Any such, changes to the PCS test would be contrary

to the non-discriminatory wholesale transmission access provisions in PURA 35.004(b) and the

underlying principles of the ERCOT competitive wholesale market.

CONCLUSION

10 See Brattle Group, Recommendations for Enhancing ERCOT's Long-Term Transmission Planning Process
(October 2013), available at:
http://www.ercot.com/content/committees/other/lts/keydocs/2014/DOE LONG TERM STUDY Final Report-
Volume 2.pdf.
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The joint commenters appreciate the opportunity to provide these comments in response

to the questions raised by the Commissioners at the October 30, 2014 workshop. As discussed

above and stated in the joint commenters' initial and reply comments, the policy questions that

are being evaluated by the Commission in this project could potentially have a significant impact

on solar development in ERCOT. The joint commenters respectfully request that the

Commission thoroughly and thoughtfully evaluate these policy questions to avoid any

unintended consequences on solar development in ERCOT and the competitive wholesale

electric market.

Respectfully submitted,

By: A/ Emily J. Duncan
Emily J. Duncan
Director of Government Affairs
Solar Energy Industries Association
505 9th Street, NW, Suite 800
Washington, DC 20004
(202) 682-0556

eduncan@ seia.org

/s/ Lori Cobos
Lori Cobos
Attorney & Advisor
Cobos Law Firm P.C.
611 S. Congress Ave., Suite 125
Austin, Texas 78704
(512) 587-3985
L_ori coboslawfirm.net
State Bar No. 24042276

Charlie Hemmeline
Executive Director
Texas Solar Power Association
P.O. Box 1485
Austin, TX 78767
(512) 593-2015
Charlie a7txsolarpower.org

John Pitts, Jr.
Advisor
Texas Star Alliance
Austin, Texas, 78701
(512)-413-1062
John2@texasstaralliance.com
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