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PUCT Jurisdiction 

ÅPUC has regulatory authority over 
investor owned utilities 
ÅNon-ERCOTs ς Ratemaking/CCN 

authority over generation, 
transmission, distribution, retail 
ÅERCOT ς only transmission and 

distribution utilities 

ÅVery limited authority over 
municipally owned utilities and 
electric cooperatives 
ÅWholesale transmission rates 
ÅAppellate authority over MOUs rates 

for outside of city customers 



How do electricity markets work? 

ÅRegulated Markets 
ÅPUC approves power plants for investor owned 

utilities. 
ÅPUC approves rate recovery, including 

depreciation schedule. 
ÅUtilities have obligation to operate power plant 

fleet to achieve lowest costs. 
Å Lowest cost fuel plants used first 
Å Purchases from market when economic 

ÅRegulatory requirements (i.e. environmental 
costs) are ultimately passed on to consumers as 
άǊŜŀǎƻƴŀōƭŜ ŀƴŘ ƴŜŎŜǎǎŀǊȅ ŎƻǎǘǎέΦ 

ÅGoverning bodies of municipally owned utilities 
and electric coops perform these functions for 
those utilities.   

ÅTexas investor owned utilities that are still 
regulated are multi-state utility systems. 

State public utility commissions ultimately 
decide what gets built and how the costs are 
recovered from ratepayers.  

ÅDeregulated markets 
ÅPUC does not approve types or quantities of new 

power plants built. 
ÅParties contract bilaterally for power to serve 

ultimate consumers. 
ÅCentralized real time markets are operated on a 
άǎŜŎǳǊƛǘȅ ŎƻƴǎǘǊŀƛƴŜŘ ŜŎƻƴƻƳƛŎ ŘƛǎǇŀǘŎƘέ ōŀǎƛǎΦ 
Å Lowest bids selected first 
Å If transmission constraints, go to next highest cost 

resource that can meet customer demand 

ÅEnvironmental costs must make economic sense 
or an asset owner will mothball or retire the 
power plant. 
 

The market decides what gets built (with exceptions 
for legislatively or regulatory mandated resources 
(i.e. renewables/demand response)). 

 
 



LǎǎǳŜǎ ǿƛǘƘ ¢ŜȄŀǎΩ ŜƭŜŎǘǊƛŎƛǘȅ ƳŀǊƪŜǘǎ 

ÅERCOT grid has limited 
interconnections to rest of 
country 

ÅTransmission limitations into 
non-ERCOT Texas utilities in 
multi-state grids 

ÅAdding transmission and 
natural gas pipelines in 
interstate markets is a slow 
endeavor 

 

 



Competitive Markets Have Already Driven 
Efficiency 
Å{ƛƴŎŜ ƛƴŎŜǇǘƛƻƴΣ ¢ŜȄŀǎΩ ŎƻƳǇŜǘƛǘƛǾŜ ŜƭŜŎǘǊƛŎƛǘȅ ƳŀǊƪŜǘ Ƙŀǎ ōŜŜƴ ŀƴ άŜƴŜǊƎȅ 
ƻƴƭȅέ ƳŀǊƪŜǘΦ   
ÅGenerators only make money when running plants with marginal costs below the 

market clearing price 

Åά.ƭƻŎƪ мέ ƛƳǇǊƻǾŜƳŜƴǘǎ ƘŀǾŜ ƎŜƴŜǊŀƭƭȅ ōŜŜƴ ŘƻƴŜ ƛƴ ¢ŜȄŀǎΩ Ŏƻŀƭ ŦƭŜŜǘ ς 
ǇŀǊǘƛŎǳƭŀǊƭȅ ǘƘƻǎŜ ǘƘŀǘ άǇŀȅ ŦƻǊ ǘƘŜƳǎŜƭǾŜǎέ 
ÅRequiring further reductions on power plants that have already made the 

feasible investments EPA points to arbitrarily penalizes those owners/states 
that have already done so. 
ÅHowever, had EPA stopped here (inside the fence) and then allowed utilization of 

other means (increased renewables, efficiency, etc.) to help meet this goal, the 
proposal would be far more workable from a legal, reliability, and economic 
perspective. 
Å/ƻƴǾŜǊǎŜƭȅΣ 9t! ǎƘƻǳƭŘ ŀōŀƴŘƻƴ ǘƘƛǎ άƭŀȊȅέ ŀǇǇǊƻŀŎƘ ŀƴŘ ƛƴǎǘŜŀŘ ŎŀƭŎǳƭŀǘŜ ǎǘŀǘŜ 

specific heat rate improvement goals after fully taking into account what 
improvements have already been done.   



LǎǎǳŜǎ ǿƛǘƘ 9t!Ωǎ ƭŀŎƪ ƻŦ ǳƴŘŜǊǎǘŀƴŘƛƴƎ ƻŦ 
power markets 
ÅRe-dispatch between natural gas/coal that has been market driven pales in comparison 

to what EPA assumes Texas must do. 

ÅRedispatch can only be accomplished one of two ways for competitive markets. 
ÅAnnual limits on MWH production from coal plants and/or retiring about 10-12,000 MW of 

capacity  
Å Implies coal plants would unavailable in winter when gas curtailments are the highest risk. 
Å If you shut plants in regulated/muni/coop markets, huge stranded costs. 
ÅOperating coal plants in a cycling/peaking/standby mode increases the heat rate and SO2/NOx emissions. 
ÅDire resource adequacy problems if that much coal is forced to retire 

ÅCap and trade / carbon permits 
ÅCarbon price would need to be approx. $40 per ton at $6 per MMBtu natural gas price.  Would result in a $20 

per MWh increase in power prices on average, which would be a $8-$9 billion increase in annual power costs. 
ÅRedispatch on regulated utilities would significantly increase fuel charges. 

ÅThe degree of redispatch contemplated would likely have a need for substantial new 
transmission and gas pipeline ς cannot realistically be accomplished before 2020.  

 

 



Source: United States Energy Information Administration 



Resource Adequacy 

Åά¢ƘŜ EPA uses the Integrated Planning Model (IPM) to project likely future 
electricity market ŎƻƴŘƛǘƛƻƴǎΧέ 
ÅάSince the model must maintain adequate reserves in each region, a portion of the 

reduced operational capacity in the policy case is taken from reserves that currently 
exceed the target reserve margin and will not be needed in the future. In order to 
maintain resource adequacy in each region where existing resources retire, the 
model relies on this excess reserve reduction, additions of new capacity, and reduced 
total resource requirements from increases in ŜƴŜǊƎȅ ŜŦŦƛŎƛŜƴŎȅΦέ 

 

Lƴ ƻǘƘŜǊ ǿƻǊŘǎΣ 9t! ŦƛƴŘǎ ǘƘŀǘ ǘƘŜ ǇǊƻǇƻǎŜŘ ǊǳƭŜǎ ŘƻƴΩǘ ŀŦŦŜŎǘ ǊŜǎƻǳǊŎŜ 
ŀŘŜǉǳŀŎȅ ōŜŎŀǳǎŜ ǘƘŜ ƳƻŘŜƭ 9t! ǳǎŜŘ ŘƻŜǎƴΩǘ ƭŜǘ ǘƘŜƳ ŀŦŦŜŎǘ 
resource adequacy.    





Block 3 Has Serious Problems 

Åhƴƭȅ YŀƴǎŀǎΩ wt{ ƛǎ ǳǎŜŘ ǘƻ 
calculate the South Central ς ¢ŜȄŀǎΩ 
is not used (5,880 MW ~ 4% of 
energy).  
ÅKansas RPS is a % of capacity, not 

energy, but is used to calculate an 
annual energy requirement of 20% 
for the region. 
ÅYŀƴǎŀǎΩ wt{ Ƙŀǎ ƴǳƳŜǊƻǳǎ ǎŀŦŜǘȅ 

valves if retail rates rise more than 
1%. 
ÅYŀƴǎŀǎΩ ŜƭŜŎǘǊƛŎƛǘȅ ǎŜŎǘƻǊ ƛǎ мκмлth 
ǘƘŜ ǎƛȊŜ ƻŦ ¢ŜȄŀǎΩΦ   



Texas penalized for existing renewable energy 

ÅSouth Central States 
ÅTexas ς 20% requirement 

ÅKansas ς 20% 

ÅOklahoma ς 20% 

ÅNebraska ς 11.2% 

ÅArkansas ς 7.2% 

ÅLouisiana ς 6.7% 

 

ÅOther states 
ÅFlorida ς 10% 

ÅIllinois ς 11% 

ÅIowa ς 15% (at 25% in 2012) 

ÅKentucky ς 1.9% 

ÅMissouri ς 3% 

ÅWashington ς 16% (Historic 2012 = 
to Texas) 

 







Feasibility 

Å¢ŜȄŀǎ άǊŜǉǳƛǊŜƳŜƴǘέ ōȅ нлол ƛǎ ур GWh. 

ÅA total of 20,000 MW of wind capacity 
(maxed out CREZ plus coast wind) gets to 61 
GWh. 

ÅLikely need upwards of 10,000 MW ς 20,000 
MW of additional wind/solar. 

ÅThis much additional renewables will further 
distort the energy market. 

ÅSubstantially more wind will require 
substantially more on-line backup generation, 
which at some point, will result in wind being 
curtailed.   

ÅSubstantial additional transmission 
investment will be needed. 

ÅInclusion in SIP would subject Retail Electric 
Providers (who bear the mandate) to EPA 
enforcement/lawsuits under the CAA. 

 




