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SUBJECT: Allowing TDUs provide energy from storage facilities in ERCOT region 

 

COMMITTEE: State Affairs — favorable, without amendment 

 

VOTE: 12 ayes — Paddie, Hernandez, Deshotel, Harless, Howard, Hunter, P. 

King, Metcalf, Raymond, Shaheen, Slawson, Smithee 

 

0 nays   

 

1 absent — Lucio  

 

SENATE VOTE: On final passage, April 9 — 31-0, on Local and Uncontested Calendar 

 

WITNESSES: None 

 

BACKGROUND: Interested parties note that new technologies have developed since the 

vertically integrated utilities in the electric market were unbundled into 

retail, generation, and transmission and distribution segments. They 

suggest providing the Public Utility Commission with legislative guidance 

regarding the ownership and deployment of utility-scale battery storage 

devices in the ERCOT power region.  

 

DIGEST: SB 415 would make statutory provisions regarding electric energy storage 

applicable only to the ownership or operation of equipment and facilities 

in the ERCOT power region and expand those regulations to include the 

provision of reliable delivery of electric energy to distribution customers. 

 

The bill would allow a transmission and distribution utility, with prior 

approval of the Public Utility Commission (PUC), to contract with a 

power generation company to provide electric energy from an electric 

energy storage facility to ensure reliable service to distribution customers. 

PUC could not authorize a transmission and distribution utility to own a 

storage facility.  

 

SB 415 would prohibit the total amount of electric energy storage capacity 

reserved by contracts from exceeding 100 megawatts. PUC by rule would 
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have to establish the maximum amount of storage capacity allotted to each 

transmission and distribution utility. 

 

Before entering into a contract, the utility would have to issue a request 

for proposals for use of a storage facility to meet its reliability needs. A 

utility could enter into a contract only if use of a storage facility was more 

cost-effective than construction or modification of traditional distribution 

facilities. 

 

The bill would prohibit a transmission and distribution utility from 

entering into a contract that reserved an amount of capacity exceeding the 

amount of capacity required to ensure reliable service to customers.  

 

A power generation company that owned or operated an electric energy 

storage facility subject to a contract could sell electric energy or ancillary 

services through use of the facility only to the extent that the company 

reserved capacity as required by the contract. A company that owned or 

operated a storage facility subject to a contract could not discharge the 

facility to satisfy the contract's requirements unless directed by the 

transmission and distribution utility. 

 

A contract would have to require a power generation company to 

reimburse a transmission and distribution utility for the cost of an 

administrative penalty assessed against the utility for a violation caused by 

the facility's failure to meet the requirements of the agreement. 

 

In establishing the rates of a transmission and distribution utility, a 

regulatory authority would have to review a contract between the utility 

and a power generation company. The utility would have the burden of 

proof to establish that the costs of the contract were reasonable and 

necessary. 

 

The regulatory authority could authorize a transmission and distribution 

utility to include a reasonable return on the payments required under the 

contract only if the contract terms satisfied the relevant accounting 

standards for a capital lease or finance lease. 
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PUC would have to adopt rules as necessary to implement this bill and 

establish criteria for approving contracts. 

 

The bill would take effect September 1, 2021, and PUC would have to 

adopt rules as soon as practicable after that date. 

 

NOTES: The House companion bill, HB 1672 by Holland, was considered by the 

House State Affairs Committee in a public hearing on March 18, reported 

favorably, and sent to the Calendars Committee. 

 


