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The Public Utility Commission of Texas (commission) proposes amendments to 16 Tex. Admin. 

Code (TAC) §§25.101, 25.174, and 25.192, relating to Certificates of Convenience and Necessity, 

Competitive Renewable Energy Zones, and Transmission Service Rates.  The proposed 

amendments will implement SB 776, SB 933, and HB 1535 of the 84th Legislature (R.S.), as well 

as make modifications to the Competitive Renewable Energy Zones rule.  Project Number 45124 

is assigned to this proceeding. 

 

Ms. Kristin Abbott, Economist, Competitive Markets Division, has determined that for each year 

of the first five-year period that the proposed amendments are in effect, municipally owned electric 

utilities (MOUs) and entities seeking interconnection of new tie lines may incur additional costs 

for proceedings before the commission.  These costs to MOUs and DC tie applicants are required 

by the amendments to the statute.  

 

The public benefits expected as a result of adopting the proposed amendments include providing 

regulatory direction regarding entities that are required to apply for a certificate of convenience 
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and necessity, thus reducing expenses that are passed on to ratepayers.  Additionally, by adopting 

these sections, the commission will conform its rules to changes in the statute.  

 

There will be no adverse economic effect on small businesses or micro-businesses as a result of 

enforcing these amendments.  Therefore, no regulatory flexibility analysis is required.  Concerning 

economic costs to persons who are required to comply with the amendments as proposed, MOUs 

and entities seeking interconnection of new tie lines may incur additional costs for proceedings 

before the commission. 

 

Ms. Abbott has also determined that for each year of the first five years that the proposed 

amendments are in effect there should be no effect on any local economy, and therefore no local 

employment impact statement is required under the Administrative Procedure Act (APA), Texas 

Government Code §2001.022.   

 

The commission staff will conduct a public hearing on this rulemaking, if such a public hearing is 

requested pursuant to the APA, Texas Government Code §2001.029, at the commission’s offices 

located in the William B. Travis Building, 1701 North Congress Avenue, Austin, Texas 78701 on 

April 8, 2016.  The request for a public hearing must be received by March 18, 2016. 

 

Initial comments on the proposed amendments may be submitted to the Filing Clerk, Public Utility 

Commission of Texas, 1701 North Congress Avenue, P.O. Box 13326, Austin, Texas 78711-3326, 

by March 28, 2016.  Pursuant to 16 TAC §22.71(c), sixteen copies of such comments must be filed 

when submitted.  Reply comments may be submitted by April 11, 2016.  Comments should be 



PROJECT NO. 45124 PROPOSAL FOR PUBLICATION  PAGE 3 OF 23 
 
 
organized in a manner consistent with the organization of the proposed rule(s).  All comments 

should refer to Project Number 45124. 

 

These amendments are proposed under the Public Utility Regulatory Act, Texas Utilities Code 

Annotated §14.002 (West 2007 and Supp. 2015) (PURA), which provides the Public Utility 

Commission with the authority to make and enforce rules reasonably required in the exercise of 

its powers and jurisdiction; PURA §35.009, which entitles an MOU to recover payments in lieu of 

ad valorem taxes; PURA §37.051, which requires certificates of convenience and necessity 

(CCNs) for MOUs or municipal power agencies constructing transmission facilities outside of 

their boundaries and for persons interconnecting tie line facilities to the ERCOT transmission grid; 

PURA §37.058, which requires CCNs for electric generating facilities of non-ERCOT utilities; 

and PURA §39.904, which authorizes the commission to designate competitive renewable energy 

zones. 

 

Cross Reference to Statutes: Public Utility Regulatory Act §§14.002, 37.051, 37.058, and 39.904. 
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§25.101.  Certification Criteria. 

 

(a) Definitions.  The following words and terms, when used in this section, shall have the 

following meanings unless the context clearly indicates otherwise:  

(1)-(3) (No change.)  

(4) Municipal Power Agency (MPA) -- Agency or group created under Texas Utilities 

Code, Chapter 163 – Joint Powers Agencies. 

(5) Municipal Public Entity (MPE) -- A municipally owned utility (MOU) or a 

municipal power agency. 

(6)(4) Prudent avoidance -- The limiting of exposures to electric and magnetic fields that 

can be avoided with reasonable investments of money and effort. 

(7) Tie line -- A facility to be interconnected to the Electric Reliability Council of 

Texas (ERCOT) transmission grid by a person, including an electric utility or MPE, 

that would enable additional power to be imported into or exported out of the 

ERCOT power grid.  

 

(b)  Certificates of convenience and necessity for new service areas and facilities.  Except 

for certificates granted under subsection (e) of this section, the commission may grant an 

application and issue a certificate only if it finds that the certificate is necessary for the 

service, accommodation, convenience, or safety of the public, and complies with the 

statutory requirements in the Public Utility Regulatory Act (PURA) §37.056. The 

commission may issue a certificate as applied for, or refuse to issue it, or issue it for the 

construction of a portion of the contemplated system or facility or extension thereof, or for 
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the partial exercise only of the right or privilege. The commission shall render a decision 

approving or denying an application for a certificate within one year of the date of filing of 

a complete application for such a certificate, unless good cause is shown for exceeding that 

period. A certificate, or certificate amendment, is required for the following: 

(1) Change in service area.  Any certificate granted under this section shall not be 

construed to vest exclusive service or property rights in and to the area certificated.  

(A) (No change.)  

(B) Minor boundary changes or service area exceptions:  Applications for minor 

boundary changes or service area exceptions shall be approved 

administratively within 45 days of the filing of the application provided 

that: 

(i) every utilityall utilities whose certificated service area is affected 

agreesagree to the change; 

(ii) - (iii) (No change.)  

(2) Generation facility.New generating unit.  A new electric generating unit 

constructed, owned, or operated by a bundled electric utility. 

(A)  In a proceeding involving the purchase of an existing electric generating 

facility by an electric utility that operates solely outside of ERCOT, the 

commission shall issue a final order on a certificate for the facility not later 

than the 181st day after the date a request for the certificate is filed with the 

commission under PURA §37.058(b). 

(B)  In a proceeding involving a newly constructed generating facility by an 

electric utility that operates solely outside of ERCOT, the commission shall 



PROJECT NO. 45124 PROPOSAL FOR PUBLICATION  PAGE 6 OF 23 
 
 

issue a final order on a certificate for the facility not later than the 366th day 

after the date a request for the certificate is filed with the commission under 

PURA §37.058(b). 

(3)  ElectricNew electric transmission line. All new electric transmission lines shall 

be reported to the commission in accordance with §25.83 of this title (relating to 

Transmission Construction Reports).  This reporting requirement is also applicable 

to new electric transmission lines to be constructed by an MPE seeking to directly 

or indirectly construct, install, or extend a transmission facility outside of its 

applicable boundaries.  For an MOU, the applicable boundaries are the municipal 

boundaries of the municipality that owns the MOU.  For an MPA, the applicable 

boundaries are the municipal boundaries of the public entities participating in the 

MPA. 

(A)  Need: 

(i)  Except as stated below, the following must be met for a transmission 

line in the ERCOTElectric Reliability Council of Texas (ERCOT) 

power region.  The applicant must present an economic cost-benefit 

study that includes an analysis that shows that the levelized ERCOT-

wide annual production cost savings attributable to the proposed 

project are equal to or greater than the first-year annual revenue 

requirement of the proposed project of which the transmission line 

is a part.  Indirect costs and benefits to the transmission system may 

be included in the cost-benefit study.  The commission shall give 

great weight to such a study if it is conducted by the ERCOT 
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independent system operatorERCOT.  This requirement for an 

economic cost-benefit study does not apply to an application filed 

pursuant to §25.174 of this title (relating to Competitive Renewable 

Energy Zones) for a transmission line that is intended to serve a 

competitive renewable energy zone.  This requirement also does not 

apply to an application for a transmission line that is necessary to 

meet state or federal reliability standards, including: a transmission 

line needed to interconnect a transmission service customer or end-

use customer; or needed due to the requirements of any federal, 

state, county, or municipal government body or agency for purposes 

including, but not limited to, highway transportation, airport 

construction, public safety, or air or water quality. 

(ii) (No change.)  

(B)-(D) (No change.) 

(4) Tie line.  An application for a tie line must include a study of the tie line by the 

ERCOT independent system operator.  If an independent system operator intends 

to conduct a study to evaluate a proposed tie line or intends to provide confidential 

information to another entity to permit the study of a proposed tie line, the 

independent system operator shall file notice with the commission at least 45 days 

prior to the commencement of such a study or the provision of such information.  

This paragraph does not apply to a facility that is in service on December 31, 2014. 
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(c) Projects or activities not requiring a certificate.  A certificate, or certificate amendment, 

is not required for the following: 

(1)-(5) (No change.)  

(6) Upgrades to an existing transmission line by an MPE that do not require any 

additional land, right-of-way, easement, or other property not owned by the MOU;  

(7) The construction, installation, or extension of a transmission facility by an MPE 

that is entirely located not more than 10 miles outside of an MOU’s certificated 

service area that occurs before September 1, 2021; or 

(8) A transmission facility by an MOU placed in service after September 1, 2015, that 

is developed to interconnect a new natural gas generation facility to the ERCOT 

transmission grid and for which, on or before January 1, 2015, an MOU was 

contractually obligated to purchase at least 190 megawatts of capacity. 

 

(d)-(h)   (No change.) 
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§25.174.  Competitive Renewable Energy Zones. 

 

(a) Competitive Renewable Energy Zone Transmission Projects.  In considering an 

application for a certificate of convenience and necessity (CCN) or CCN amendment for 

the addition of a second 345-kilovolt (kV) circuit on the Alibates-AJ Swope-Windmill-

Ogallala-Tule Canyon transmission line, the commission is not required to consider the 

factors under Public Utility Regulatory Act (PURA) §37.056(c)(1) and (2).  

 

(b)(a) Designation of Competitive Renewable Energy Zonescompetitive renewable energy 

zones.  The designation of Competitive Renewable Energy Zones (CREZs) pursuant to 

PURAPublic Utility Regulatory Act (PURA) §39.904(g) shall be made through one or 

more contested-case proceedings initiated by commission staff, for which the commission 

shall establish a procedural schedule.  The commission shall consider the need for 

proceedings to determine CREZs in 2007 and in subsequent years  as deemed necessary by 

the commission.   

(1) Commission staff shall initiate a contested case proceeding upon receiving the 

information required by paragraph (2) of this subsection.  Any interested entity that 

participates in the contested case may nominate a region for CREZ designation.  An 

entity may submit any evidence it deems appropriate in support of its nomination, 

but it shall include information prescribed in paragraph (2)(A)-(C) of this 

subsection. 

(2) By December 1, 2006, the Electric Reliability Council of Texas (ERCOT) shall 

provide to the commission a study of the wind energy production potential 
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statewide, and of the transmission constraints that are most likely to limit the 

deliverability of electricity from wind energy resources.  ERCOT shall consult with 

other regional transmission organizations, independent organizations, independent 

system operators, or utilities in its analysis of regions of Texas outside the ERCOT 

power region.  At a minimum, the study submitted by ERCOT shall include: 

(A) a map and geographic descriptions of regions that can reasonably 

accommodate at least 1,000 megawatts (MW) of new wind-powered 

generation resources; 

(B) an estimate of the maximum generating capacity in MW that each zone can 

reasonably accommodate and an estimate of the zone’s annual production 

potential; 

(C) a description of the improvements necessary to provide transmission service 

to the region, a preliminary estimate of the cost, and identification of the 

transmission service provider (TSP) or TSPs whose existing transmission 

facilities would be directly affected; 

(D) an analysis of any potential combinations of zones that, in ERCOT’s 

estimation, would result in significantly greater efficiency if developed 

together; and 

(E) the amount of generating capacity already in service in the zone, the amount 

not in service but for which interconnection agreements (IAs) have been 

executed, and the amount under study for. 

(3) The Texas Department of Parks and Wildlife may provide an analysis of wildlife 

habitat that may be affected by renewable energy development in any candidate 
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zone, and may submit recommendations for mitigating harmful impacts on wildlife 

and habitat. 

(4) In determining whether to designate an area as a CREZ and the number of CREZs 

to designate, the commission shall consider: 

(A) whether renewable energy resources and suitable land areas are sufficient 

to develop generating capacity from renewable energy technologies; 

(B) the level of financial commitment by generators; and 

(C) any other factors considered appropriate by the commission as provided by 

PURA, including, but not limited to, the estimated cost of constructing 

transmission capacity necessary to deliver to electric customers the electric 

output from renewable energy resources in the candidate zone, and the 

estimated benefits of renewable energy produced in the candidate zone. 

(5) The commission shall issue a final order within six months of the initiation by 

commission staff of a CREZ proceeding, unless it finds good cause to extend the 

deadline.  For each new CREZ it orders, the commission shall specify: 

(A) the geographic extent of the CREZ; 

(B) major transmission improvements necessary to deliver to customers the 

energy generated by renewable resources in the CREZ, in a manner that is 

most beneficial and cost-effective to the customers, including new and 

upgraded lines identified by voltage level and a general description of where 

any new lines will interconnect to the existing grid; 

(C) an estimate of the maximum generating capacity that the commission 

expects the transmission ordered for the CREZ to accommodate; and 
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(D) any other requirement considered appropriate by the commission as 

provided by PURA. 

(6) The commission may direct a utility outside of ERCOT to file a plan for the 

development of a CREZ in or adjacent to its service area.  The plan shall include 

the maximum generating capacity that each potential CREZ can reasonably 

accommodate; identify the transmission improvements needed to provide service 

to each CREZ; and include the cost of the improvements and a timetable for 

complying with all applicable federal transmission tariff requirements. 

 

(c)(b) Level of financial commitment by generators for designating a CREZ. 

(1) A renewable energy developer’s existing renewable energy resources, and pending 

or signed IAs for planned renewable energy resources, leasing agreements with 

landowners in a proposed CREZ, and letters of credit representing dollars per MW 

of proposed renewable generation resources, posted with ERCOT, that the 

developer intends to install and the area of interest are examples of financial 

commitment by developers to a CREZ.  The commission may also consider projects 

for which a TSP, ERCOT, or another independent system operator is conducting 

an interconnection study; and any other factors for which parties have provided 

evidence as indications of financial commitment. 

(2) A non-utility entity’s commitment to build and own transmission facilities 

dedicated to delivering the output of renewable energy resources in a proposed 

CREZ to the transmission system of a TSP in Texas or a deposit or payment to 

secure or fund the construction of such transmission facilities by an electric utility 
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or a transmission utility to deliver the output of a renewable generation project in 

Texas is an indication of the entity’s financial commitment to a CREZ. 

 

(d)(c) Plan to develop transmission capacity. 

(1) After the issuance of a final order in accordance with subsection (b)(5)(a)(5) of this 

section, entities interested in constructing the transmission improvements shall 

submit expressions of interest to the commission. The commission shall select the 

entity or entities responsible for constructing the transmission improvements, 

establish a schedule by which the improvements shall be completed, and specify 

any additional reporting requirements or other measures deemed appropriate by the 

commission to ensure that entities complete the ordered improvements in a timely 

manner. 

(2) The commission shall develop a plan to construct transmission capacity necessary 

to deliver to electric customers, in a manner that is most beneficial and cost-

effective to the customers, the electric output from renewable energy technologies 

in the CREZ. 

(3) In developing the transmission capacity plan, the commission may consider: 

(A) the estimated cost of constructing transmission capacity necessary to deliver 

to electric customers the electric output from renewable energy resources in 

the candidate zone; 

(B) the estimated cost of additional ancillary services; and 

(C) any other factors considered appropriate by the commission as provided by 

PURA. 
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(e)(d) Certificates of convenience and necessity. 

(1)   Not later than three yearsone year after a commission final order designating a 

CREZ, each TSP selected to build and own transmission facilities for that CREZ 

shall file all required CREZ CCNCertificate of Convenience and Necessity (CCN) 

applications.  The commission may grant an extension to this deadline for good 

cause.  The commission may establish a filing schedule for the CCN applications. 

(2) A CCN application for a transmission project intended to serve a CREZ, except an 

application filed pursuant to paragraph (1) of this subsection or subsection (a) of 

this section, shall address all the criteria in PURA §37.056, includingneed not 

address the criteria in PURA §37.056(c)(1) and (2). 

(3) In determining whether financial commitment for a CREZ is sufficient under 

PURA §39.904(g)(3) to grant CCNs for transmission facilities for the CREZ, the 

commission shall consider the following evidence of financial commitment by 

renewable generators: 

(A) capacity represented by installed generation located in one or more of the 

counties that lie in whole or in part within the CREZ; 

(B) capacity represented by generation projects under construction that are 

located in one or more of the counties that lie in whole or in part within the 

CREZ and that will be operational within six months of the final order in a 

financial commitment proceeding.  Evidence that the project will be 

operational within six months may include documentation showing that a 

construction contractor has been hired, that preliminary site work has 
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begun, that the project financing has closed, or similar indicators of the 

status of the project;[.] 

(C) capacity represented by planned generation projects that are located in one 

or more of the counties that lie in whole or in part within the CREZ and that 

have a signed IA with a TSP that has been defined in subsection (a)(2)(E) 

of this section designated to build and own transmission facilities for that 

CREZ; and 

(D) capacity represented by collateral posted by generators for the CREZ that 

complies with paragraph (7) of this subsection. 

(4) Financial commitment for a CREZ is sufficient under PURA §39.904(g)(3) to grant 

CCNs for transmission facilities for the CREZ if the sum of the renewable 

generating capacity under any combination of paragraph (3)(A), (B), (C), and (D) 

of this subsection is at least 50% of the designated generating capacity for the 

CREZ.  Fifty percent of the designated generating capacity for the Panhandle A 

CREZ approved by the commission in Docket Number 33672 shall be considered 

to be 1,595.5 MW.  Fifty percent of the designated generating capacity for the 

Panhandle B CREZ approved by the commission in Docket Number 33672 shall 

be considered to be 1,196.5 MW. 

(5) Installed renewable generation, renewable generation projects under construction, 

and planned renewable generation projects with signed IAs in the McCamey, 

Central, and Central West CREZs approved by the commission in Docket Number 

33672 satisfy the financial commitment test set forth in paragraph (4) of this 

subsection for those CREZs and therefore financial commitment by renewable 
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generators for those CREZs is sufficient under PURA §39.904(g)(3) to grant CCNs 

for transmission facilities for those CREZs.  This finding of sufficient financial 

commitment shall be recognized in the CCN proceedings for transmission facilities 

for those CREZs and shall not be addressed further in those proceedings. 

(6) Commission staff shall initiate a single proceeding for the commission to determine 

whether there is sufficient financial commitment under PURA §39.904(g)(3) by 

renewable generators for the Panhandle A and Panhandle B CREZs approved by 

the commission in Docket Number 33672 to grant CCNs for transmission facilities 

for those CREZs.  If the commission determines that there is sufficient financial 

commitment for one of those CREZs, that finding shall be recognized in the CCN 

proceedings for transmission facilities for that CREZ, as identified in the 

commission’s order in the proceeding initiated pursuant to this paragraph, and shall 

not be addressed further in the CCN proceedings.  If the commission determines 

that the Panhandle A or Panhandle B CREZ does not satisfy the financial 

commitment test in paragraph (4) of this subsection, the commission may: 

(A) consider other evidence of financial commitment that the commission 

finds relevant under PURA §39.904(g)(3); 

(B) find that the financial commitment requirement for that CREZ has been 

met if the commission determines that significant financial commitment 

exists in that CREZ and that the CREZ is sufficiently interrelated with a 

CREZ that has satisfied the financial commitment test; 

(C) delay the filing of CREZ CCN applications for that CREZ until the 

commission conducts a subsequent proceeding in which it finds sufficient 
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financial commitment for that CREZ in accordance with the financial 

commitment provisions of this subsection; or  

(D) take other appropriate action. 

(7) A renewable generator that elects to post collateral pursuant to paragraph (3)(D) of 

this subsection shall comply with the following requirements: 

(A) The renewable generator shall provide a letter of intent to post collateral in 

a proceeding conducted pursuant to paragraph (6) of this subsection.  The 

renewable generator shall then post the collateral no later than 30 days after 

the commission issues an interim order finding sufficient financial 

commitment by renewable generators for the CREZ.  If the renewable 

generators post sufficient collateral, the commission may enter a final order 

with findings that reflect the adequacy of the financial commitment for the 

CREZ.  If the renewable generators do not post sufficient collateral, the 

commission may enter a final order with findings that reflect the inadequacy 

of the financial commitments for the CREZ. 

(B) A renewable generator shall post collateral equal to $15,350 per MW of its 

planned project capacity, or $10,000 per MW if the capacity is supported 

by leasing agreements with landowners that convey a right or option for a 

period of at least 20 years to develop and operate a renewable energy project 

based on a conversion factor of 60 acres per MW for a wind energy project. 

(C) A renewable generator planning to build a project in a CREZ shall post 

collateral with the TSP with which it will interconnect in the CREZ or, if 

the TSP with which it will interconnect has not been determined, with any 
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TSP that has been designated to build and own transmission facilities for 

that CREZ. 

(D) A renewable generator may post collateral by providing a cash deposit, 

letter of credit, or guaranty agreement from an entity with an investment-

grade credit rating.  A TSP shall require a renewable generator that posts a 

guaranty agreement to provide another form of collateral if the guarantor 

loses its investment-grade credit rating or declares bankruptcy.  If the 

renewable generator does not provide another form of collateral, the 

commission may take appropriate action including seeking administrative 

penalties. 

(8) A TSP that receives collateral from a renewable generator pursuant to paragraph 

(7) of this subsection shall handle that collateral in accordance with the following 

provisions. 

(A) If a renewable generator signs an IA with the TSP and posts any collateral 

required by the TSP to secure the construction of collection facilities, the 

TSP shall return to the generator all collateral received from that generator. 

(B) If a renewable generator does not sign an IA with the TSP and post any 

collateral required by the TSP to secure the construction of collection 

facilities within 90 days after the TSP notifies it that the transmission system 

is capable of accommodating the renewable generator’s renewable energy 

facility, the TSP shall retain the collateral received from the generator as an 

offset to the cost of the transmission facilities the TSP constructs for the 
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CREZ and shall take all reasonable measures to execute any non-cash 

collateral. 

(9) In a CREZ CCN application, a TSP may propose modifications to the transmission 

facilities described in a CREZ order if such improvements would reduce the cost 

of transmission or increase the amount of generating capacity that transmission 

improvements for the CREZ can accommodate.  The commission may direct 

ERCOT to review modifications proposed by the TSP. 

(10) Findings in Docket Numbers 33672, 35665, and 36146 and the commission’s 

finding in paragraph (5) of this subsection establish that the level of financial 

commitment is sufficient under PURA §39.904(g)(3) to grant CCNs for 

transmission facilities designated as a Default Project in ordering paragraph 1 of 

the Order in Docket Number 36146 and for transmission facilities designated as a 

Priority Project in finding of fact 136 in the Order on Rehearing in Docket Number 

33672.  This finding of sufficient financial commitment shall be recognized in all 

pending and future CCN proceedings for Default and Priority Projects and shall not 

be addressed further in those proceedings. 

 

(f)(e) Excess development in a CREZ.  If the aggregate level of renewable energy capacity for 

which transmission service is requested for a CREZ exceeds the maximum level of 

renewable capacity specified in the CREZ order, and if the commission determines that the 

security constrained economic dispatch mechanism used in the power region to establish a 

priority in the dispatch of CREZ resources is insufficient to resolve the congestion caused 

by excess development, the commission may initiate a proceeding and may consider 
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limiting interconnection to and/or establishing dispatch priorities regarding the 

transmission system in the CREZ, and identifying the developers whose projects may 

interconnect to the transmission system in the CREZ under special protection schemes. 
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§25.192. Transmission Service Rates. 

 

(a)-(b)  (No change.)  

 

(c) Transmission cost of service.  The transmission cost of service for each TSP shall be 

based on the expenses in Federal Energy Regulatory Commission (FERC) expense 

accounts 560-573 (or accounts with similar contents or amounts functionalized to the 

transmission function) plus the depreciation, federal income tax, and other associated taxes, 

and the commission-allowed rate of return based on FERC plant accounts 350-359 (or 

accounts with similar contents or amounts functionalized to the transmission function), less 

accumulated depreciation and accumulated deferred federal income taxes, as applicable. 

(1) (No change.) 

(2) For municipally owned utilitiesmunicipal utilities, river authorities, and electric 

cooperatives, the commission may permit the use of the cash flow method or other 

reasonable alternative methods of determining the annual transmission revenue 

requirement, including the return element of the revenue requirement, consistent 

with the rate actions of the rate-setting authority for a municipally owned utility 

municipal utility. 

(3) For municipally owned utilitiesmunicipal utilities, river authorities, and electric 

cooperatives, the return may be determined based on the TSP’s actual debt service 

and a reasonable coverage ratio.  In determining a reasonable coverage ratio, the 

commission will consider the coverage ratios required in the TSP’s bond indentures 
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or ordinances and the most recent rate action of the rate-setting authority for the 

TSP. 

(4) A municipally owned utility that is required to apply for a certificate of public 

convenience and necessity to construct, install, or extend a transmission facility 

within ERCOT pursuant to §25.101 of this title (relating to Certification Criteria) 

is entitled to recover, through the utility’s wholesale transmission rate, reasonable 

payments made to a taxing entity in lieu of ad valorem taxes on that transmission 

facility, provided that: 

(A)  The utility enters into a written agreement with the governing body of the 

taxing entity related to the payments; 

(B) The amount paid is the same as the amount the utility would have to pay to 

the taxing entity on that transmission facility if the facility were subject to 

ad valorem taxation; 

(C) The governing body of the taxing entity is not the governing body of the 

utility; and 

(D) The utility provides the commission with a copy of the written agreement 

and any other information that the commission considers necessary in 

relation to the agreement.  

(5)(4) The commission may adopt rate-filing requirements that provide additional details 

concerning the costs that may be included in the transmission costs and how such 

costs should be reported in a proceeding to establish transmission rates. 

 

(d)-(h)  (No change.) 
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 This agency hereby certifies that the proposal has been reviewed by legal counsel and 

found to be within the agency’s legal authority to adopt. 

 
ISSUED IN AUSTIN, TEXAS ON THE 11th DAY OF FEBRUARY 2016 BY THE 

PUBLIC UTILITY COMMISSION OF TEXAS 
ADRIANA A. GONZALES 
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