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Overview
Following Winter Storm Uri in
February 2021, major changes
have taken place at the Public
U t i l i t y C o m m i s s i o n o f Te x a s
(PUC), the Railroad Commission
(RRC), and the Electric Reliability
Council of Texas (ERCOT).

New
Faces

Major changes have taken place internally at
the PUC, from a brand new panel of
Commissioners, to structural changes among
the divisions.

1 New Commissioners Appointed
2 Enforcement Division Recreated

3 Changes to Rules Division

4 Changes to Market Analysis Division

5 Changes to Infrastructure Division

New Commissioners
• The 87th Texas Legislature passed Senate Bill 2154, which
changed the governance structure of the PUC.
• Increased number of PUC Commissioners from three to five
• Requires Commissioners to reside in Texas

• The Governor has appointed four new Commissioners.
• One open spot on the Commission has yet to be filled.
• No word on who it will be or when an appointment will occur.

New Commissioners
• Jimmy Glotfelty
• Will McAdams
• Peter Lake
• Lori Cobos

New Commissioners Appointed
Peter Lake, Chairman
•

Appointed April 12, 2021, for a term set to expire on September 1, 2023

•

Previously served as Chairman of the Texas Water Development Board

•

Served as Director of Research at Gambit Trading, Director of Business Development at Lake Ronel Oil
Company, and Director of Special Projects for VantageCap Partners

•

B.A., University of Chicago; M.B.A., Stanford University's Graduate School of Business

Will McAdams, Commissioner
•

Appointed April 1, 2021, for a term set to expire on September 1, 2025

•

Former President of the Associated Builders and Contractors of Texas

•

Served for more than 10 years in state government, most recently as Advisor to Speaker Dennis Bonnen
for Business and Regulated Industries

•

Served as an infantry officer for four years in the United States Army and retired honorably as a captain

•

B.S., Texas A&M University

New Commissioners Appointed
Lori Cobos, Commissioner
•

Appointed June 17, 2021

•

Served as Chief Executive and Public Counsel for the Office of Public Utility Counsel (OPUC)

•

Served in several senior-level positions at the PUC—including serving as an advisor for two PUC
Commissioners, assistant counsel to the PUC Executive Director, and senior policy analyst in the PUC’s
policy development division—and served as in-house counsel at ERCOT

•

B.B.A., M.P.A., Sul Ross State University; J.D., Texas Tech University

Jimmy Glotfelty, Commissioner
•

Appointed August 6, 2021, for a term set to expire on September 1, 2025

•

Served as Founder and Executive Vice President of Clean Line Energy

•

Served as Senior Policy Advisor to U.S. Secretary of Energy Spencer Abraham, Energy Policy Director to
Texas Governor George W. Bush, and Legislative Director to Congressman Sam Johnson

•

Number of positions in private sector, including transmission-related activities

•

Founded and led Office of Electricity at U.S. Department of Energy, led joint US-Canadian Power System
Outage Task Force, and served on White House Task Force to Streamline Energy Permitting

•

B.S., Texas Christian University

Division Updates
Enforcement and Compliance Division
• Previously was a separate Enforcement Division, then
brought into the Legal Division
• After Winter Storm Uri, Enforcement and Compliance
Division recreated
• Director: Barksdale English
• 2 Attorneys:
• Courtney Dean
• Van Moreland

Rules and Projects Division
• Director: David Smeltzer
• Coming soon: New rulemaking calendar for 2022
(Docket No. 52935)

Market Analysis Division
• Now has an attorney
• Senior Counsel: R. Floyd Walker

Infrastructure Division
• Director of Engineering: Albert Esser
⚬ Transmission line proceedings
⚬ Generation proceedings
⚬ Water proceedings – engineering related

Wholesale Market Redesign

New
Policies
Energy regulators and ERCOT have
adopted a number of important
policy changes in response to Winter
Storm Uri. These include changes
set to take effect in time for the
2021-2022 winter season.

Winterization
Critical Natural Gas Loads
Ancillary Services
Securitization of Winter Storm Costs
High System-Wide Offer Cap
Emergency Response Service
ROE “Penalty”
Transmission Upgrades
Dynamic Line Ratings Transmission

Wholesale Market Redesign
“Of the many mandates the Legislature directed to the PUCT in the 87th
Legislative Session, one of the most important is redesigning the ERCOT market
to enhance reliability. This is a monumental task.”
– Chairman Lake

Phase I

Phase II

• The PUC’s proposed redesign is captured in Project 52373
• The PUC approved a “blueprint” for the redesign on Jan. 13, 2021

Wholesale Market Redesign –
“Blueprint” Phase 1
• Operating Reserve Demand Curve (ORDC)—Modify ORDC to reward reliable generation assets that are able to be dispatched
as the reserve margin in ERCOT decreases
• Demand Response—Adopt changes that allow for more targeted demand response to increase utilization of load resources for
grid reliability
• Emergency Response Service (ERS) Reform—ERS is an operational reliability tool that should be deployed earlier, codify good
cause exception ordered by the Commission in the Fall of 2021 directing ERCOT to deploy ERS at MCL
• Enhancing Ancillary Services:
• Fast Frequency Response Service (FFRS) (New Grid Frequency Ancillary Service Product)
• Loads in Non-Spinning Reserve Service
• Firm Fuel Product
• Voltage Support Compensation
• ERCOT Contingency Reserve Service (ECRS) (New Ramping Ancillary Service Product)
• Orders ERCOT to implement all other items identified in Phase I of the blueprint under ERCOT’s control as soon as practicable

Wholesale Market Redesign –
ERCOT Report
• ERCOT was required to file a report on implementing the Phase 1 “blueprint”
• The timelines included were not ideal for the Commissioners
• ERCOT “must stay focused” for the next 18 months on delivery of an ECRS, due to how it will interact with other products. “If
the ECRS project cannot be delivered prior to the EMS upgrade, ECRS will have to wait until after the new EMS system is
stabilized.”
• “We have expectations that these products be put in the market as soon as possible,” and “Two years is too long. It’s
unacceptable.” –Commissioner Cobos

Wholesale Market Redesign –
“Blueprint” Phase 2
• Load-Side Reliability Mechanism—The Commission has agreed to develop a load-side reliability mechanism that will serve the
purpose of ensuring the supply of dispatchable generation is sufficient to meet system demand in ERCOT
• Load-Serving Entity (LSE) Obligation
• Physical generation obligation
• Three year forward looking requirement
• Phase-In: Consider phased implementation w/ temporary price caps, limited penalties, etc. as market adjusts
• Dispatchable Energy Credits (DECs)
• Backstop Reliability Service
• Hybrid Models

Wholesale Market Redesign – Policies
Winterization
• The Public Utility Commission, under PUC Project No.
51840, has implemented new rules relating to the winter
weatherization of power plants. These include a
requirement that generators and substations meet a
December 1 deadline to comply with new winterization
standards, including compliance with recommended
standards from a 2011 North American Electric
Reliability Corporation report. In addition, ERCOT now
conducts winterization inspections of generation
resources and substations. Any operator of a generator
or substation that failed during last February’s winter
emergency must hire an independent professional
engineer to assess the cause of that failure.

Critical Natural Gas Loads
• Through parallel efforts, the PUC (under Project No.
52345) and the Texas Railroad Commission have adopted
a common definition of “Energy Emergency.” The Railroad
Commission has defined a list of critical natural gas
customers, and such customers must now notify their
Transmission Service Providers and ERCOT as to their
critical status. Transmission Service Providers must
prioritize critical gas facilities in load-shed plans.

Ancillary Services
• ERCOT has implemented a more conservative Ancillary
Services policy under which it procures approximately
3,000 megawatts of additional AS reserves at all times.
(Ancillary Services are services ERCOT procures from
generation owners and other market participants to
maintain minute-by-minute system reliability.)

Wholesale Market Redesign – Policies
Securitization of Winter Storm Costs
• The PUC, in Projects 52321 and 52322, has authorized
certain market participants to recover Winter Storm Urirelated costs through a debt-financing process known as
securitization. Authorized costs include the approximately
$800 million owed to ERCOT because of market
participant defaults during last February’s “period of
emergency” as well as the approximately $2.1 billion in
Ancillary Services and other charges imposed on market
participants during that emergency and in excess of
$9,000 per mWh.
• HB 4492 allowed the use of securitization to cover two
categories of costs:
• The “Default Balance”—Approximately $800 million
• The “Uplift Balance”—Approximately $2.1 billion

High System-Wide Offer Cap
• The PUC has lowered the High System-Wide Offer Cap to
$5,000 per megawatt hour, effective January 1, 2021. (The
“HCAP” represents the top price for which generators can
offer to sell electricity into a key wholesale power market
administered by ERCOT.) The PUC previously authorized
a HCAP of $9,000 per mWh, and wholesale power prices
remained at that elevated level for a prolonged period
during Winter Storm Uri.

Emergency Response Service
• Also known as “ERS,” Emergency Response Service is
electricity service that providers can curtail under
ERCOT’s direction so the grid operator can reduce the risk
of system-wide outages. Under new rules, ERCOT can
now deploy ERS sooner rather than holding back service
until the organization has called an emergency alert.

Return on Equity (ROE) “Penalty”
• Docket No. 51414—SWEPCO’s Rate Change Application
• Commission Staff recommended an ROE reduction, or “penalty,” under PURA § 36.052
• PURA § 36.052 authorizes a reduction for the quality of the utility’s service and quality of utility’s management
• Commission Staff recommended an ROE reduction for SWEPCO based on service quality issues and that Staff stated in its
testimony was evidenced by a cascading outage that according to Staff was an indication of SWEPCO’s failure to adequately
maintain its transmission system and perform necessary vegetation management.
• Staff recommended a 12.5 basis point reduction on a 9.35% ROE—a 9.225% ROE
• The Commission ultimately agreed with an ROE reduction under PURA § 36.052, and approved an ROE of 9.25%

Transmission Upgrades
• “As our state enters the hottest days of the summer, it is important that the Commission and public receive grid reliability
updates from ERCOT for the remainder of the summer.” As a result, Chairman Lake requested additional information regarding
potential near-term transmission solutions in the Rio Grande Valley.
• The PUC opened Project 52682. Out of this project, and at the direction of Commissioner Cobos, the PUC ordered, pursuant to
PURA §§ 35.005(b) and 39.203(e), to ensure safe and reliable electric service in the Lower Rio Grande Valley, Electric
Transmission Texas, LLC, South Texas Electric Cooperative, Inc., and Sharyland Utilities, LLC to construct a new second circuit
on the existing double-circuit capable 345-kilovolt (kV) transmission line between the San Miguel station and the Palmito
station.
• Pursuant to PURA §§ 35.005(b) and 39.203(e), the Commission also ordered Sharyland and AEP Texas, Inc. to construct new
345-kV transmission facilities to close the loop from Palmito to North Edinburg.
• The PUC is not making a determination of the reasonableness of costs associated with the transmission lines and facilities
ordered to be constructed in this Order. The reasonableness of costs for the constructed transmission lines and facilities will be
addressed in future rate proceedings.
• The estimated price is $1.28 billion.

Dynamic Line Ratings (DLR) Transmission
• Out of the transmission expansion in ERCOT and the Rio Grande Valley, Commissioner Glotfelty mentioned Dynamic Line
Rating (DLR), and Chairman Lake asked that he investigate this technology for ERCOT.
• DLR technologies measure high-voltage transmission line capacity in real time, as opposed to relying on static measurements.
By relying on real time temperature, wind, and other measurable attributes, external sensors can transmit in real time
information to TDUs and ERCOT, providing operators a real time picture of the availability of transmission capacity across the
system.
• Project 52771 was opened to address the questions surrounding adopting DLR.
• Numerous MOUs responded to the request for comments.
• No current timeline in place on acting on the comments from TSPs and ERCOT.

MOU Comments on DLR
Comments from MOUs included Lubbock, Garland, Denton, as well as LCRA
• “Careful transmission planning must be followed when studying the effects of implementing DLR.” –Denton
• “There appears to be value from making use of this technology, both to reduce congestion costs and to improve reliability of the
transmission system. Appropriate studies would need to be done to determine where DLR should or could be best implemented
to provide the best value both to individual systems and the market as a whole, and a coordinated deployment would be
recommended to avoid constraints on the system and address congested transmission lines first.” –Lubbock
• “Implementation of this technology could potentially exacerbate other constraints in ERCOT, if the real-time conditions exceed
what ERCOT's original planning models were designed for.” –Garland
• “From the longer-term perspective, ERCOT should continue to plan for future infrastructure using its current reliability criteria.” –
Garland

New
Rules

Project No. 51830, Review of Certain Retail Electric Customer
Protection Rules
Project No. 51840, Rulemaking to Establish Weatherization Standards
Project No. 52691, Project for ERCOT Weather Study to Implement
Reliability Standards Under PURA 35.0021 and 38.075
Project No. 51841, Review of 16 TAC § 25.53 Relating to Electric
Service Emergency Operations Plans

The PUC is challenged to
modify the rules and
Protocols that govern
ERCOT to restore the
public’s confidence in the
reliable delivery of electric
service.

Project No. 51871, Review of the ERCOT Scarcity Pricing Mechanism
Project No. 52287, Power Outage Alert Criteria
Project No. 52312, Review of Administrative Penalty Authority
Project No. 52345, Critical Natural Gas Facilities and Entities
Project No. 52631, Review of 25.505

Project Nos. 51715 and 52935
Rulemaking Calendars

Project No. 51830
Review of Certain Retail Electric Customer Protection Rules
• Primarily relates to Retail Electric Providers and Providers of Last Resort
• Amends 16 TAC §§ 25.43, 25.471, 25.475, 25.479, and 25.498; Created 16 TAC § 25.499, relating to Acknowledgement of
Risk (AOR) Requirements for Certain Commercial Contracts
• Amended § 25.475, requires an additional notice of contract expiration and prohibits the offering of indexed and wholesaleindexed products to residential and small commercial customers; also clarifies that the price of fixed rate products do not vary
with changes in ancillary service costs for residential and small commercial customers
• New § 25.499 implements Senate Bill 3’s AOR requirements for wholesale indexed products offered to large and medium
commercial customers and prescribes a standard format for the AOR document
• Amended § 25.471, adds new § 25.499 to the list of rule sections that large commercial and industrial customers cannot waive
by contract
• Amended § 25.479, requires electric utilities and retail electric providers to periodically provide to customers information
concerning load shed, type of customers, and procedure to be considered for critical care or critical load, and reducing
electricity use at times when involuntary load shed events may be implemented
• Does not apply to MOUs

Project No. 51840
Rulemaking to Establish Weatherization Standards
Pursuant to Senate Bill 3, the PUC is required to adopt weatherization standards for electric facility owners. In adopting these
standards, the PUC must take into consideration weather predictions produced by the Office of the State Climatologist.
• Phase 1—Development of robust weather emergency preparedness reliability standards
￭ Established new 16 TAC § 25.55, relating to weather emergency preparedness
￭ Specifically, the rule requires generators to implement winter weather readiness recommendations identified in the 2012 Quanta
Technology Report on Extreme Weather Preparedness Best Practices (2012 Quanta Report) and to fix any known, acute issues that
arose from winter weather conditions during the 2020-2021 winter weather season
￭ The rule requires transmission service providers to implement key recommendations contained in the 2011 Report on Outages and
Curtailments During the Southwest Cold Weather Event on February 1–5, 2011, jointly prepared by FERC and NERC, and to fix any
known, acute issues that arose during the 2020-2021 winter weather season
￭ Required a notarized attestation from the highest-ranking representative, official, or officer with binding authority over each of the
above entities attesting to the completion of all required actions

• Phase 2—Weather emergency preparedness reliability standards will be developed in another project, and will consist of a
more comprehensive, year-round set of weather emergency preparedness reliability standards that will be informed by a robust
weather study

Project No. 52691,

Project for ERCOT Weather Study to
Implement Reliability Standards Under PURA 35.0021 and 38.075
As part of the Senate Bill 3 weatherization effort, the PUC requested that ERCOT study historical weather data across ERCOT
weather zones.

• ERCOT filed its final report on December 15, 2021
• Provides a variety of historical weather data for each often weather zones in the ERCOT region
• Finds that February 2021 was much colder than February 2011
• Houston, representing the Coast zone, was the Ione location that didn't record a top 10 coldest temperature (ranking 11th with
13° on February 16, 2021). All other locations recorded a minimum temperature in February 2021 that ranked among the top 10
coldest ever and also fell within the 94th to 99th percentiles

Project No. 51841
Review of 16 TAC § 25.53 Relating to Electric Service Emergency Operations Plans
• Rulemaking will repeal the old version of 16 TAC § 25.53 and replace it with new 16 TAC § 25.53
• Applies to municipally owned utilities
• Must file an Emergency Operations Plan (EOP) with the Commission by April 1, 2022 of this year and every following year by
February 15th of that year
• EOP should address common operations functions used for every type of emergency or instances of hazards and threats
• Should include nine major sections: (1) an approval and implementation section; (2) a record of distribution; (3) a list of
emergency contacts; (4) an affidavit; (5) a communication plan; (6) a plan to maintain pre-identified supplies for emergency
response; (7) a plan addressing staffing during an emergency; (8) a plan that addresses how an entity identifies various
weather-related hazards including tornadoes, floods, droughts, and extreme temperatures; and (9) relevant annexes that
address how an entity responds to specific hazards or threats.
• Also requires that all entities conduct or participate in one or more drills to test its EOP if the EOP has not been implemented in
response to an incident within the last 12 months.
• Not yet adopted – a hearing on the rulemaking was held on January 11, 2022
• Proposal for Publication approved by Commission on November 30, 2021

Project No. 51871
Review of the ERCOT Scarcity Pricing Mechanism
• Reviews and identifies potential improvements to rules and protocols of ERCOT wholesale electric market, with emphasis on
pricing of energy and ancillary services
• At March 5 Open Meeting, PUC directed Commission Staff to open a project and requested comments to evaluate whether
PUC should amend rules to adjust low system-wide offer cap (LCAP) prior to summer
• As result of comments filed by multiple stakeholders, PUC filed Proposal for Publication on May 6, and requested additional
comments
• PUC received comments on the proposed amendments from more than 10 stakeholders
• On June 17, Commission Staff filed Proposal for Adoption, modifying value of LCAP by eliminating provision that ties value of
LCAP to natural gas price index and sets LCAP at $2,000 per megawatt hour, with no alternate calculation; also includes a
make-whole provision for resource entities
• On June 24, PUC issued Order amending the rule (16 TAC § 25.505)

Project No. 52287
Power Outage Alert Criteria
• Proposal for Publication approved at December 16, 2021 open meeting
• Proposes new 16 TAC § 25.57—Establishes the criteria for content, activation, and termination of regional and statewide power
outage alerts
• Applies to ERCOT and transmission service provides in power regions in Texas other than the ERCOT power region
• 16 TAC § 25.57(c)—Allows the Commission to recommend that Texas DPS issue a POA based on information received from
ERCOT and transmission service providers in power regions other than ERCOT
• 16 TAC § 25.57(d)—POA for the ERCOT power region: ERCOT must notify the Commission when ERCOT forecasts systemwide generation supply may be insufficient to meet demand within the next 48 hours; or ERCOT issues or is preparing to issue
load shed instructions. ERCOT must also notify the Commission when these conditions are no longer applicable
• 16 TAC § 25.57(e)—POA for power regions other than ERCOT: A transmission service provider in a region other than ERCOT
must notify the Commission when it has received load shed instructions from the applicable reliability coordinator to shed load
in Texas and when the reliability coordinator has recalled the load shed instructions

Project No. 52312
Review of Administrative Penalty Authority
• Commission approved Proposal for Publication on August 19, 2021
• Not yet adopted
• Applies to: Violations of any activity or conduct prohibited by PURA, the TWC, Commission rule, or Commission order
• Administrative Penalty increased:
• For each separate violation of PURA § 35.0021 or PURA § 38.075 (relating to Weather Emergency Preparedness) or a
Commission rule or order adopted under those sections – administrative penalty increased from a maximum amount of
$25,000 to $1,000,000 per violation per day
• For all other Class A violations, the administrative penalty is increased from a maximum amount of $5,000 per violation per
day to $25,000 per violation per day

Project No. 52345
Critical Natural Gas Facilities and Entities
• PUC proposed amendments to existing 16 TAC § 25.52, relating to Reliability and Continuity of Service
• Amendments implement changes made to PURA § 38.072(a) and (b) enacted by the 87th Texas Legislature, adding end stage
renal disease facilities to the list of health facilities prioritized during system restoration following an extended power outage
• Amendments also implement new PURA § 38.074, as part of a joint effort with the RRC to increase coordination between
electric and gas industries during energy emergencies
• RRC has proposed new § 3.65, relating to Critical Designation of Natural Gas Infrastructure, which will operate in
conjunction with the amendments adopted in this project
• Together, rules will require a critical natural gas facility, or a “critical customer,” to provide critical customer information to the
utility from which it receives electric delivery service and require the utility to incorporate this information into its load-shed and
power restoration planning
• An order adopting the Proposal for Adoption, as approved at the November 30 Work Session, was issued on December 2,
2021
• On January 14, 2022, PUC issued a “Guidance Document” to assist utilities in developing and implementing their emergency
power delivery and power restoration plans

Project No. 52631
Review of 25.505
• Amendments to 16 TAC § 25.505—specifically 16 TAC § 25.505(g)(6)
• Proposal for Adoption approved by Commission at December 2, 2021 open meeting
• Amendments modify the HCAP by lowering it from the current $9,000 per megawatt-hour (MWh) and the $9,000 per megawatt
(MW) per hour to $5,000 MWh and $5,000 MW per hour
• During the November 30, 2021 open meeting on the rulemaking, Commissioner McAdams reiterated that he believed that the
Operating Reserve Demand Curve (ORDC) operates as a stabilizing force in the industry and that along with the HCAP the
minimum contingency level (MCL) should be set to 3,000 MW
• However, this Project only approves changes to the HCAP
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