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PROJECT NO. 57236

PROJECT TO DEVELOP THE TEXAS  § BEFORE THE
BACKUP POWER PACKAGE § PUBLIC UTILITY COMMISSION OF
PROGRAM § TEXAS

NRG ENERGY, INC.’S COMMENTS REGARDING STAFF QUESTIONS AND
NOVEMBER 13, 2024 VIRTUAL WORKSHOP

NRG Energy, Inc. (NRG) appreciates the opportunity to offer comments on the questions
raised by Staft and discussed by participants at the virtual workshop on November 13, 2024

regarding the Texas Backup Power Package (TBPP) program.
L INTRODUCTION AND GENERAL COMMENTS

NRG appreciates the work of the TBPP Advisory Committee, Patrick Engineering, and
Commission statf to date in helping to scope the TBPP program and identify the primary issues
that will need to be addressed to make the program successful. If given the opportunity to apply
tor pre-qualification as a TBPP vendor, NRG may apply to participate in the TBPP program as an
operator of TBPPs for critical facilities in Texas. Today, NRG operates and maintains emergency
backup power facilities (fueled by diesel) on behalf of several critical facilities in Texas and hopes
the TBPP program will provide an opportunity to replace or upgrade aging units, convert to cleaner
natural gas, and enhance the resiliency of the backup power systems at some of those existing sites
(e.g., through adding solar and storage), as well as to expand the deployment of backup power

systems to secure critical load across Texas.

We have identified, below, some overarching issues that ideally should be addressed in the
upcoming rulemaking project and have also provided comments, further below, in response to the
groups of questions raised by Staff on the three topics discussed at the workshop (i.e., input by

critical facility operators, technical specifications, and ownership and financing issues).

A, Availability of TBPP Program Funds for Existing Sites

First, it would be helpful if the rule could clarify whether program funds will be available
to critical facilities with existing emergency backup generators—e.g ., to replace or upgrade aging

units, convert to gas if not already gas-tired, and add the requisite solar and storage components
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in the statute. Chapter 34 of the Public Utility Regulatory Act (PURA)! does not appear to bar use
of the Texas Energy Fund (TEF) funds for this purpose, sc long as the technical specifications of
the program are satisfied (e.g., the backup package includes a mix of natural gas or propane with
solar panels and battery storage,” can operate for 48 continuous hours, can immediately island
from the grid, and serves not more than 2.5 megawatts (MW) of load).” Unlike other TEF programs
(e.g., the ERCOT loan and completion bonus grant programs), the subchapter regarding the TBPP
makes no distinction between “new” or “existing” facilities, thus indicating that funds could be
available for both types of sites. With that said, clarification on this point in the rulemaking would

be helpful.

In NRG's view, the TBPP tunds should be made available for sites with existing backup
power facilities, to best further the intent of the statute. The stated intent of Subchapter B of PURA
(“Texas Power Promise: Backup Power Packages”) is to ““facilitate and provide funding for the
design, procurement, installation, and use of Texas backup power packages to ensure the reliability

or adequacy of an electric power grid in this state for facilities on which communities rely for

health, safety, and well-being.”* Many such facilities (e.g., water treatment plants, hospitals)

already maintain emergency backup power generators on site (either based on a legal requirement”
or as a matter of best practice). Thus, to tulfill the above-stated statutory intent, TBPP tunds should
be available to such facilities, even if they already have backup generators on site, if use of the
tunds would enable them to replace or upgrade existing units, convert existing units to natural gas
(if not already fueled by gas), and enhance the resiliency of their existing backup power systems
by adding solar panels and a battery. Otherwise, the TBPP program may fail to provide funds to

the most critical types of facilities in the state, which would seem to frustrate the statutory intent.

' Tex, Util. Code $§ 11.001-66.016 (PURA).

2 These comments focus on the TBPP option that includes gas/propane plus solar and storage and do not
opine on the alternative electric school bus option for TBPPs.

FPURA § 34.0204,
*PURA § 34.0202 (emphasis added).

* F.g.. Tex, Health & Salety Code § 251.017 (requircments (or end-stage renal discase lacilitics): Tex. Waler
Code § 13.1394 (requirements for certain water providers); 25 Tex. Admin. Code (TAC) § 133.45 (making National
Fire Protection Association standards applicable to hospitals, which include emergency backup power requirements —
see NFPA 110).
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B. Pre-Qualificatien of Vendors

Second, it would be helptul if the rule could clarity the process and timeline for pre-
qualifying vendors to participate in the TBPP. While NRG does not manufacture the components
of the TBPP packages, NRG may wish to participate in the program as an operator and maintainer
of TBPPs on behalf of critical facilities. PURA requires that the Commission “maintain and publish
a list of approved vendors eligible to assist with the sale, installation, operation, and ongoing
maintenance of Texas backup power packages,”® but does not detail what the process will be for
pre-qualitying vendors for this purpose. Thus, the Commission 1deally should establish a process

and timeline for pre-qualifying vendors in the rulemaking for the TBPP program.

C. Identity of Applicant

Third, and relatedly, 1t would be helpful for the rule to clarify who can be the applicant for
TBPP financing. As addressed in more detail below under the third topic (related to ownership and
financing), NRG anticipates that many critical facilities may tace challenges (potentially related
to tax, lack of technical expertise, potential liability, and the like) that would make it difticult for
them to own, operate, and maintain their TBPP. It a third party will own and operate/maintain the
facility, it could make sense for that party to be the applicant, on behalf of the critical facility, for
the TBPP grant or loan, since that party likely would alsc be the one to procure and oversee the

installation of the TBPP at the site.
II. COMMENTS IN RESPONSE TO STAFF QUESTIONS

Topic 1: Critical Facility Operator Input

What are the key challenges you face in maintaining and operating backup power
systems, and how can the 1BPP program betler address those challenges?

As noted above, NRG currently operates and maintains emergency backup power
generators (diesel-fueled) for several critical facilities 1n the state, such as water treatment plants.
If, as suggested above, the TBPP program funding is available to those types of facilities (1.e.,
those that already have emergency backup capacity on site), then the TBPP program could be
helptul to assist with replacing or upgrading existing units or converting existing diesel-fueled

generators at some of those sites to natural gas and adding the requisite solar and storage facilities

S PURA § 34.0205(d).
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to enhance resiliency. While NR(r1s not encountering specific challenges with respect to operating
and maintaining 1ts existing backup power systems, the TBPP program could present challenges 1f
the rules are not framed in a way that allows for appropriate flexibility with respect to both
technical specifications and ownership of backup power systems (as addressed further below), and
thus, NRG agrees with other commenters in this project’ that the rule should allow for maximum

tlexibility within the statutory tramework.

Topic 2: Technology Components and Specifications®

As noted, NRG agrees with other comments that flexibility in technical requirements is
key. At some sites, there may be limited physical space or suitability (e.g., roof angle relative to
the sunlight) for solar panels and/or storage facilities. While PURA requires that TBPPs source
their power from a combination of natural gas or propane with solar and storage (or an electric
school bus), it does not specify what the relative percentage of each technology must be, stating
simply that a TBPP is eligible to receive funding if it:

provides power sourced from: (A) a combination of natural gas or propane with

photovoltaic panels and battery storage [hereafter, “Option A”];, or (B) battery
storage on an electric school bus [hereafter, “Option B”].”

Consistent with the broad language used in the statute, a critical facility site should be able to
qualify for TBPP funds even if it has limited space/suitability for the solartstorage part of Option

A for the TBPP, as long as 1t can accommodate some amount of solar+storage.

Further, the TBPP must meet additional statutory requirements that further counsel in favor

of allowing flexibility with respect to the proportions of gas/propane to solar and storage under

F E.g.. Project No. 37236, GRTT's Comments on the Development of the Texas Backup Power Program at 2-
4 (Nov. 27, 2024) (rccommending [Nexibilily for tcchnical specificalions and ownership arrangements): Commenits of
Generac Power Systems, Tne, on Texas Backup Power Package Program Virlual Workshop Agenda and Responses Lo
Commission Questions al 5 (Nov. 22, 2024) (rccommending (lexibility for (cchnical specifications); Comments of
Microgrid Resources Coalition (Nov. 11, 2024) (rccommending [exibilily for both tcchnical specifications and
owncrship models), Commenis of Texas Advanced Encrgy Business Alliance 2-5 (Nov, 18, 2024) (samc).

# NRG responds to identify general concerns and conunents on this topic. focusing on the first three of the
following Staff questions—(1) What are the feasibility considerations for the specifications of the range of
technologies supported by the program?; (2) What specific challenges or considerations shonld we keep in mind when
finalizing the specifications for the backup power technologies {(e.g., traditional generators, solar + storage, electric
school buses)?: (3) Are there any technical specifications or interconnection standards that need to be addressed to
cnsurc thal the prescribed technologices are elfective Tor dilTerent types of ¢ritical [acilitics?; and (4) What is the volume
of units of the various sixc ranges, and can the supply chain support it? [NRG docs not address question 4].

YPURA § 34.0204(5).
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Option A and specifically to allow the gas/propane component to constitute a significantly greater

percentage of the total capacity than the solar+storage component.

First, the statute requires that a TBPP be capable of operating for at least 48 continuous
hours without refueling or connecting to a separate fuel source.'® As a general rule, gas/propane
units are better suited to providing continuous service during a long duration emergency than either
solar (e.g., 1f the emergency coincides with cloudy conditions and/or continues through the night)
or storage (which has a limited duration by design and presumably would have to be recharged by
the solar panels during the day). Thus, to ensure that the backup power system is designed to run
continuously for 48 hours, the TBPP will need to include sufficient capacity of natural gas/propane
to serve the critical facility load through at least two nights and during any cloudy conditions,
which often coincide with grid emergencies that occur during extreme cold weather. The solar and
storage components will still be available to provide additional resiliency in the event of fuel-
related issues during the emergency, but should not be the primary source of power for the critical

facility.

Second, PURA requires that the TBPP be engineered to minimize costs.!! While NRG
appreciates that the statute 1s intended to increase resiliency beyond that provided by traditional
generation by requiring the inclusion of solar and battery capacity, the inclusion of thoese additional
technologies in the TBPP will undoubtedly increase the costs, as compared to a backup power
system that consists solely of traditional generators. Allowing for the TBPPs to be tailored to the
site needs (e.g., by not requiring a specitied percentage of solar and storage) will help to minimize

those additional costs.

Finally, NRG raises one additional issue regarding technical specifications, related to the
statutory requirement to design the TBPP to immediately island from the grid in times of
emergency—i.e., to use “interconnection technology and controls that enable immediate islanding
from the power grid and stand-alone operation for the host facility.”!* As NRG reads the statute,

s0 long as the TBPP is designed to immediately island from the grid during an emergency (and

104§ 34.0204(3).
" Td. § 34.0204(1).
12 14, § 34.0204(2).
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satisfies other requirements in the statute, such as not being used for the sale of energy or ancillary
services), the TBPP can also operate in parallel with the transmission grid at times outside of an
emergency (e.g., for testing purposes and for load reduction during peak periods). With that said,
given the statutory reference to “immediate islanding,” it would be helpful if the Commission

could clarity this point in the rulemaking.

Topic 3: Ownership Models and Financing!®

In NRG’s experience, many critical loads (especially political subdivisions like cities) do
not want to own a generator (including “lease to own™)'* or take on the liability or responsibility
for operating and maintaining something outside their core business. Thus, NRG would support
the Commission rule allowing for (or not prohibiting) alternative ownership models, so long as
such models comport with PURA, ! including a model by which a third party owns the TBPP and
provides resilience as a service, for example, by operating, testing, and maintaining the TBPP on
behalf of the critical facility. Under Chapter 34 of PURA, a TBPP cannot be used to generate
electricity for sale in the wholesale market as energy or ancillary services'® and is primarily
intended to be used as a backup power source in times when the critical facility cannot access

electricity from the grid due to an extended grid outage.'” Thus, by design, TBPPs could not be

' NRG responds (o identily general concerns and comments on (his topic, locusing on (he first three of
Stafl’s Tour questions on this topic—(1) What arc the consideralions lor alicrale or [lexible ownership modcls?; (2)
What would you take into consideration when structuring a leasc-1o-own or resilience-as-a-service model? Tl vou
focus on the abilily of the critical Tacility o implement or adopt that alicrnate ownership model, would that change
the way vou consider structuring the model?; (3) Do vou anlicipale costs exceeding the $300/kW cap lor granis? 10
0, what stralegics might keep costs below the cap on granis whilc still ensuring quality and rcliability 7: and (4) What
lactors should be considered (o support long-1crm mainienance and opcrational readiness for backup power svstems?
[NRG doces not respond (1o Question 4],

4 With that said, il is nol uncommon for a contract arrangemeni for cmergency backup power Lo include a
lcasc and an oplion Lo buy at the conclusion of the lcase for a nominal amount.

13 NRG understands the concerns raised by the Texas Electric Cooperatives, Inc. regarding the exclusive right
of an electric cooperative or municipally owned utility that has not opted into conipetition to fumish electric service
to any consuming facility in its franchised territory (see PURA § 39.105(b)). NRG’s primary interest is in the
competitive areas of the state, and thus, NRG's comments above focus on those areas of the state that are open to retail
competition. See also infra note 18,

16 See, e.g., PURA § 34.0204(6) (allowing funding (or a TBPP only il il “is not used by the owner or host
lacility Tor the sale of energy or ancillary scrvices™): #d. § 34.0205(¢) (prohibiling lunding lor a “commercial encrgy
syslem™),

1% See td. § 34.0202 (defining the purpose of the TBPP as ensuring “reliability or adequacy of an electric
power grid in this statc lor [acililics on which commumnitics rely or health, salcty, and well-being™: id. § 34.0201
{(dclining “Texas backup power package™ as “a stand-alone, behind-the-meter, multiday backup powcr source that can
be used lor islanding™): il § 34,0204 (requiring that a TBPP be capable of “immcediale islanding [rom the power grid
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used to sell wholesale power to the grid and would primarily be used te provide electricity to the
critical facility during grid emergencies. In NRG’s view, a third party could own the TBPP on
behalf of the critical load facility in these circumstances, consistent with PURA,'® and perform
0O&M and testing services for a critical load that, for liability, tax, or whatever other reason, cannot
or does not want to own the TBPP itself. ' NRG suggests that the Commission address this issue
in the upcoming rulemaking to remove any doubt regarding the ability for third party ownership

of TBPPs (at least in areas of the state open to retail electric competition).

Similarly, it would be helptul it the Commission could clarify, in the upcoming rulemaking,
the ability to use TBPPs, in areas of the state open to retail competition, for peak load shaving and
similar purposes. While Chapter 34 of PURA prohibits the use of TBPPs for the sale of energy or
ancillary services® and requires that the TBPP be available to provide continuous power, for 48
hours, during a grid emergency,?! the statute does not appear to prohibit use of the TBPP outside
of a grid emergency, for example to manage the critical facility’s consumption during peak perieds,
50 long as the TBPP operator can demonstrate that the TBPP will be available, as required, during
a grid outage and will be able to immediately island from the grid in that instance.?? One of the
requirements of Chapter 34 is that a TBPP be “engineered to minimize operation costs,” and as

pointed out by the Staft’s questions, there is a $500 per kilowatt cap on grants to TBPPs under the

and stand-alonc opcration [or the host facility™ and be “capable ol operating for al lcast 48 continuous hours without
refucling or connecling Lo a scparaic powcer source™).

'* PURA has limitations on who can own and operate facilities in the state, for compensation. to transniit and
distribute electricity {i.e.. a transmission and distribution utility (TDU)) and who can make sales of electricity at
wholesale and retail in the arcas of the stale open o compelition (i.c., a power generation company (PGC) and retail
clectric provider (REP). respectively). See, eg.. PURA §§ 39.051. 39.103¢a). 31.002(6)(C), (H), 31.002(10),
31002017, 37.051, Tn NRG's vicw. ownership and opcration of the TBPP ¢an be done in a way that docs not violale
any ol these restrictions, For example, as noted above, (1) the TBPP would not be used to make wholcsale sales (o the
grid. so the TBPP owncr/operalor could register as a scll-gencrator (rather than a PGC); (2) with respect Lo the
provision of ¢lectricily behind the meter (¢.g.. during grid emergencics or for load management purposcs), thal can be
structured in a manncr o avoid any relail sale of clectricity: (3) any sales of clectricily Lo the critical lacility (rom the
grid would, of course, have (0 be made by a REP; and (4) the arrangement ¢ould be struclured 1o avoid ownership by
the TBPP opcrator of wires [acililics or substations uscd (o supply power (o the critical lacility 1o avoid any violation
ol ihe prohibitions against unlawfully acling as an cleetric wtility.

'Y PURA permits self-service, so this would also be an option for a critical facility that is able to and willing
to own the TBPP. PURA § 31.002(6)(1)(i).

20 PURA § 34.0204(6).
2 Fd§ 34.020403).
2 Id. § 31.0204(2).
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statute. While NRG agrees with the consensus of other commenters at the virtual workshop that
installation of TBPPs will almost certainly exceed $500 per kilowatt, one way to help meet the
requirement to minimize costs would be to allow for the TBPP to provide some economic benefit
to the critical facility (through an appropriate arrangement with its retail electric provider) through

things like load management.

Finally, 1t 18 notable that, even if the gas generator component of a TBPP is deployed only
in an emergency, the solar component of the TBPP would presumably provide power to the critical
facility any time the sun is shining, which, in turn, would reduce the critical facility’s load at the
ERCOT settlement meter. Thus, the rules should, at a minimum, clarify that the TBPP can provide

power to the critical facility outside of a grid emergency in these circumstances.
oI, CONCLUSION

NRG appreciates the Commission’s leadership on the development and implementation of
the Texas backup power package program and looks forward to the opportunity to continue

working with the Commission and Staft to develop the rules needed to ensure its success.

Respecttully submitted,

Mauly Kimbrough
Senior Counsel, Regulatory Affairs
State Bar No. 24050613
NRG Energy, Inc.

1005 Congress Avenue, Suite 950
Austin, Texas 78701

Telephone: (512) 691-6156
mandy.kimbrough@nrg.com
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