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Lawmakers tackle future winter blackout prevention

by Mark Lavergne
The rolling blackouts of Feb. 2 focused the minds of legislators in both chambers this week on what the industry and its regulators are doing – and on what if any legislative action may or must be taken – to make sure it never happens again.

Said Lt. Gov. David Dewhurstin a written statement Feb. 15: "We need to determine what measures we can take in a deregulated market to ensure that our plants are adequately prepared for extreme cold weather conditions and that we have sufficient natural gas to provide additional generation if plants trip and go offline. My preference is always to find a free market solution; nevertheless, we must ensure this does not happen again."

The underlying problem was "lack of electric generation," Chairman Troy Fraser (R-Horseshoe Bay) said at the start of the joint hearing between his Natural Resources Committee and the Business and Commerce Committee Feb. 15.

Between midnight and 1 p.m. on Feb. 2, some 82 electric generation units (out of 550 – or about one out of eight) either tripped offline or were unable to come online, Electric Reliability Council of Texas President and CEO Trip Doggett told lawmakers. (A power plant typically has multiple generation units.) Fraser called that result "unacceptable."

Legislative concerns

Lawmakers have thrown out a number of ideas that could take the form of legislative action, including requiring energy suppliers to keep backup supplies readily available in extreme weather situations, and shedding more light on the steps taken by generators to weatherize their generating units for extreme cold.

Fraser and others repeated throughout the joint hearing the need for natural gas suppliers to maintain a backup supply for events like that of Feb. 2.

Some generators purchase gas from suppliers through "interruptible" contracts, meaning that the supplier is allowed to cut off the supply from the generator. Fraser said he needed to know which plants have such contracts. Gas purchased through an interruptible contract may be cheaper, but it is hard to tell customers that that is the reason their power has been turned off, Fraser said.

Railroad Commissioner Michael Williams said Feb. 15 that ample resources exist to establish a backup natural gas supply, as Fraser suggested. The question, Williams said, was simply whether the Railroad Commission has the jurisdiction to require natural gas suppliers to do so.

Rep. Sylvester Turner (D-Houston) said at the House State Affairs Committee hearing Feb. 16 that the Legislature currently does not require the power generators to maintain any sort of reserves, like heating oil. (One generator, according to Public Utility Commission Chairman Barry Smitherman, actually switched to heating oil when its natural gas supplies broke off.)

The question, as Smitherman put it, is, "Do we want to require the plants to spend more money to have this backup resource – in the case of a gas plant, to have heating oil – for a situation that occurs very seldom?"

Turner said the PUC should think of it like a homeland security issue, in which the state and nation spend a great deal to prevent situations that they hope would never happen. "Right now the grid is not reliable, because we can't force anybody to do anything in a deregulated environment," Turner said.

But Smitherman said not just deregulated entities and not just entities on the Electric Reliability Council Of Texas grid, had problems. Indeed, many of the 82 generating units that went out on the ERCOT grid were actually municipally owned utilities and co-ops. In addition, El Paso Electric, which is connected to the Western Electric Coordinating Council and fully regulated, experienced its own rolling blackouts. Arizona saw rolling blackouts too, Smitherman told the Senate committees.

"All the incentives," he said, "are in place for these generator owners to prepare these units, because they need to run during an event like this, for a variety of reasons, not the least of which is, the opportunity to make money and a lot of it.  For them being prepared to run is a profit opportunity, probably a greater incentive than any of us can put in place for them."

"I haven't seen anything that rises to the level of requiring changes in law," Business and Commerce Chairman John Carona (R-Dallas) said Feb. 17. "The Public Utility Commission and ERCOT have sufficient regulatory authority to ensure we don't see a repeat performance. Their testimony on the record is an affirmation of that ability and a commitment to that duty."

Fraser told reporters on Feb. 15: "They said they didn't need any additional authority. I don't know if that's the case. I think ... we're probably going to be looking at some things we need to do to further instruct them on what we want them to do to make sure they have the authority." He said it would likely be stand-alone legislation rather than hitching a ride on any Sunset bill.

Lawmakers are also interested in figuring out ways to hold power companies accountable for the winterization of their facilities. Winterization steps would include wrapping and insulating pipes, protection of housing from wind, and space heating in certain situations,  John Fainter, president and CEO of the Association of Electric Companies of Texas, told LSR.

A major problem that caused many units to malfunction was the improper winterization of sensory equipment installed at the facilities, Fainter said. Sensors are designed to detect major problems in the plant, such as solid material in the water stream. If a sensor sends out an improper signal, as happened on occasion Feb. 2, the plant shuts down. Then the operator has to investigate and determine that the plant shut down because and only because of an insufficiently winterized sensor.

House State Affairs Chairman Byron Cook (R- Corsicana) suggested that Doggett could use "more tools" to audit the electric providers' winterization efforts.

"I'm convinced we have to do much more in that area," Doggett said. "I guess we'll be working with Chairman Smitherman in figuring out what our role should be vs. what the commission's role should be."

Agency action

Smitherman said that the communications process between PUC and ERCOT needs to be automated in the wake of the events. In particular, the public and first responders need to be informed much earlier, he said.

Doggett informed the House State Affairs Committee on immediate steps taken by ERCOT to streamline the communications process to give the public and others more notice when an extreme weather event was expected to endanger electric reliability.

"One of the immediate changes that we made was to take the human escalation out of this process," Doggett said. Now, the shift supervisor who is operating the grid will send an automated escalated warning to all three of the PUC commissioners and the executive director.
Steps have also been taken to figure out how to more quickly notify law enforcement and public officials sooner, Doggett said.

It comes down to getting the information out faster. "We got to get it out to the TV stations before the 5 o'clock news starts," Doggett said. "We got to get it to law enforcement before shift changes. I believe that the automation that we have done plus taking advantage of the social media outlets, we can get the word out significantly faster."

Industry action

In the wake of the blackouts, questions were immediately asked in the media and by agency leaders regarding whether some generators may have engaged in "market manipulation" by purposely withholding energy supplies in order to drive the price of energy up.

But while the PUC's independent market monitor Dan Jones is investigating the event, Texas' largest generator, Luminant, which owns 11 out of the 82 generating units that shut down on the ERCOT grid, says it lost $30 million. That's because the company had previously contracted a certain amount of power, and when their generators couldn't meet it, they had to purchase the power on the open market.

Luminant lost four coal and seven gas units on Feb. 2 – most of them newer units.
Luminant CEO David Campbell said the newer units were more vulnerable to the freeze because they were less experienced than older ones which had been through a few freezes past, and whose operators knew which parts needed extra protection. Now that these newer units have been through a hard freeze, such preparations will be makeable in the future, Campbell said.
Campbell said the new environmental controls on the plants did not make the plants more vulnerable. Campbell assured lawmakers that Luminant will do "everything we can" to implement a sound winterization system across the fleet.

Fainter said electric providers are taking "very, very careful internal examinations of their processes and procedures," making sure personnel are trained and ready for future extreme weather situations, "because there's a lot of money that's at risk to them."

Meanwhile lawmakers commended NRG for being able to meet the demand of their customers with comparatively minimal hiccups. NRG regional president John Ragan said the company has old and new plants. He said the company spent a lot of time preparing those units for the winter and the scheduled additional generation.

Fraser said that NRG kept not just a reserve, but a reserve for the reserve. Fraser characterized that move as "gambling some of ye company's money" to ensure that their ratepayers would get the power when they needed it.  He called NRG a "success story" in the crisis.
