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TCPA COMMENTS ON DRAFT REPORT ON EVALUATION OF TRANSMISSION COST RECOVERY

Texas Competitive Power Advocates (“TCPA”) appreciates the opportunity to provide comments to Commission Staff’s Draft Report on Evaluation of Transmission Cost Recovery and the specific topics on which Staff requested input. TCPA represents twelve companies in the ERCOT competitive market that are independent generation resource owners, independent power marketers, or both. The generation assets in our companies’ portfolios are primarily thermal dispatchable generation comprised of natural gas, nuclear, coal, and some energy storage resources. Our members own approximately 55,000 megawatts (MW) of generation capacity in ERCOT and represent approximately half of the MWs under development in the Texas Energy Fund (“TEF”). In addition, several TCPA member companies are also building new thermal generation resources in ERCOT through conventional market financing, outside of the TEF.
Section 6 of Senate Bill 6 directs the Commission to evaluate transmission cost allocation and is abundantly clear in the objective: “the Public Utility Commission of Texas shall evaluate whether the existing methodology used to charge wholesale transmission costs to distribution providers under Section 35.004(d), Utilities Code, continues to appropriately assign costs for transmission investment…”[footnoteRef:1] The directive was reaffirmed by the Senate Business & Commerce Committee during its April 1, 2026 hearing, at which the committee further emphasized their expectation that the Commission “do something to actually change the needle as to how [transmission costs] are allocated….that ratepayers – residential and small businesses – are feeling a significant burden when it comes to the growth…”[footnoteRef:2] TCPA has advocated for changes in methodology for the past decade, primarily due to the distortive impacts that it can have on wholesale electricity market price formation – which is critical in an energy-only market structure to promote efficient investment and retirement decisions. With the approval of the Permian Basin Reliability Plan and the introduction of 765 kV Strategic Transmission Expansion Plan (STEP) transmission lines to serve projected load growth across the state, it is appropriate and necessary to make meaningful changes to how transmission costs are allocated to ensure that all loads causing more than $30 billion in transmission build-out pay their fair share of the costs, and that distortive impacts to the ERCOT wholesale market be avoided.[footnoteRef:3]   [1:  89th Tex. Leg., R.S., Senate Bill 6, Section 6 (eff. Jun. 20, 2025). ]  [2:  Senate Business & Commerce Committee Interim Hearing, April 1, 2026, 3:35:10 to 3:52:28]  [3:  Reliability Plan for the Permian Basin under PURA § 39.167, Project No. 55718, ERCOT, 2024 Regional Transmission Plan 345-kV Plan and Texas 765-kV Strategic Transmission Expansion Plan Comparison, at iii (Jan. 24, 2025), available at: 55718_54_1462478.PDF; see also Project No. 55718, Order Approving the Reliability Plan for the Permian Basin (Oct. 7, 2024) (approving the PBPR but reserving a decision on the voltage level for the import paths) and Second Order Approving the Reliability Plan for the Permian Basin Region (Apr. 24, 2025).
] 

TCPA recommends the Commission strike an appropriate balance in any rule changes to minimize market impacts as much as possible while avoiding punitive cost allocations that discourage rather than encourage business development in Texas. As that applies to new large loads, the Commission should apply cost causation and beneficiary pays principles to appropriately allocate costs and should ensure that the most viable projects proceed to energization that grows in step with the placement of new transmission infrastructure into service (and in turn, wholesale transmission service rates). That balance is delicate given the connection between this rule and the ongoing Batch Zero implementation, where there is risk that an overly punitive allocation to large loads could prompt large loads to withdraw their projects from Texas after the transmission projects to serve those prospective loads are underway. Other markets across the country have experienced problems with cost allocation-driven restudy do-loops where specific transmission upgrade fees and reallocation of upgrade costs can result in shifting project economics for surviving projects and perpetual restudies. In some ways, the simplicity of the ERCOT market and the “connect and manage” approach to interconnection and transmission planning has proven to confer a timing advantage over other regions’ markets.
WHOLESALE TRANSMISSION COST RECOVERY
The draft report provides thorough and helpful historical background of the development of the current 4CP transmission cost allocation structure. Its impact over the evolution of the market has prompted certain customers to reduce energy usage not in response to competitive, market-based signals, but to avoid sunk transmission costs. The ERCOT energy-only market is designed to utilize high prices during scarcity conditions to align supply and demand over the long term, a dynamic that has historically been critically important particularly during the summer months when 4CP is measured. However, as the resource mix has evolved, scarcity conditions have increasingly shifted towards winter months when solar, wind and storage are more frequently impacted by cold weather, and into shoulder months, when thermal generators take planned outages in order to prepare for extreme hot and extreme cold of the peak load seasons. Those shoulder months can experience scarcity events, which frequently occur on cloudy, low wind days. This has resulted in some separation between the wholesale market scarcity pricing and transmission cost avoidance load behavior, and in adopting any new transmission cost allocation mechanism, the Commission should avoid reversing the course on this decoupling trend.
The draft report evaluates additional CP alternatives but does not examine higher-frequency CP options such as 52CP or even 365CP, nor does it evaluate non-coincident peak (NCP) options or multi-hour measurement intervals. TCPA recommends that these additional CP, NCP, and multi-hour interval options be modeled and considered for potential rule adoption.[footnoteRef:4] It stands to reason that evaluating a greater number of allocation intervals (whether CPs or NCPs), possibly paired with a multi-hour duration, would reduce the impact of the market-distortive effects from transmission cost avoidance and more effectively advance the Legislature’s intent to realign transmission costs with cost causation.  In summer months, if the interval is too long it may extend the response from transmission cost avoidance into net peak hours which would increase the impact on the market, which should be taken into account.  [4:  Project 58584, Evaluation of Transmission Cost Recovery, Draft Report on Evaluation of Transmission Cost Recovery, filed March 16, 2026, at 32-34. ] 

TCPA cautions against inclusion of a floating winter peak as it could create perverse incentives within the natural gas supply chain, an area where the Legislature and the Commission have made significant improvements since 2021. Under a 5CP structure with a floating winter peak, 20% of transmission costs would be driven by the winter peak demand. If the winter peak reflects load from the critical load natural gas supply chain, the resulting incentive would be to reduce electricity consumption during winter conditions, potentially reduce the gas supply available to gas generation resources when ERCOT relies on them the most for system reliability. This would increase the burden on residential consumers who lack the ability to curtail to avoid transmission cost exposure tied to a floating winter CP. In short, TCPA opposes the adoption of a floating winter CP or CPs as it could incentivize reductions in natural gas related electricity consumption when Texas needs reliable and abundant natural gas supply statewide. 
Transmission demand charges have traditionally been justified as a means of ensuring utilities recover shared system costs based on the peak demand on the system. In practice, transmission planning is primarily driven by the utility’s own non-coincident peak rather than the system-wide peak, and in some cases based on statutory objectives[footnoteRef:5] [footnoteRef:6] [footnoteRef:7].  As a result, while 4CP has been touted as being based on “cost causation,” 4CP does not actually form the basis for transmission planning among individual utilities.  Further, transitioning to a net load-based allocation would revive and exacerbate the market-distortive impacts on wholesale market price formation and abandon cost causation principles. Therefore, TCPA agrees with Staff’s observations that “transmission cost assessment is fundamentally a cost recovery and cost assignment mechanism, not a wholesale market design tool,”[footnoteRef:8] and opposes any move to a net load-based allocation but would support analysis to determine if moving to a non-coincident peak (NCP) would better align transmission cost allocation with cost-causation based on the manner in which transmission planning is conducted and be the least distortive to the wholesale market.  [5:  See ERCOT Planning Guides § 3.1.1.2(1) (“The Regional Transmission Plan addresses regional and ERCOT-wide reliability and economic transmission needs and the planned improvements to meet those needs for the upcoming six years starting with the SSWG base cases.”). The load information used to build the SSWG base case is submitted by TDSPs through the ALDR process. Id. § 6.5(1) (“Each TDSP or its Designated Agent is responsible for providing historical and forecasted Load data to ERCOT for all Loads connected to its system as outlined in the Annual Load Data Request Form Instructions.”). The load forecast information submitted by TDSPs in the ALDR process is “non-coincident load data.”  ERCOT Steady State Working Group Procedure Manual at § 4.2 (ROS Approved on June 5, 2025) (emphasis added), available at: https://www.ercot.com/files/docs/2024/07/12/SSWG_Procedure_Manual_ROS_Approved_06052025.docx.]  [6:  See generally Commission Staff’s Petition for Designation of Competitive Renewable Energy Zones, Docket No. 33672, Order on Rehearing (Oct. 7, 2008) (the designation of CREZ transmission plan was based on the statutory directive, in then-effective PURA § 39.904(g)(2), to identify the transmission plan that would deliver renewable energy from the areas designated as having the best renewable energy development potential in the state (i.e., the CREZ) to customers in the most beneficial and cost-effective manner).]  [7:  See generally Project No. 55718, ERCOT Permian Basin Reliability Plan Study (Jul. 2024) and ERCOT 2024 Regional Transmission Plan 345-kV Plan and Texas 765-kV Strategic Transmission Expansion Plan Comparison (Jan. 24, 2025). Under House Bill (HB) 5066, adopted by the 88th Texas Legislature in 2023, the PBRP must extend transmission service to areas where mineral resources have been found, address increasing available capacity to meet forecasted load, and provide available infrastructure to reduce interconnection times in areas without access to transmission service.]  [8:  Project 58584, Evaluation of Transmission Cost Recovery, Draft Report on Evaluation of Transmission Cost Recovery, filed March 16, 2026, at 35.] 


RETAIL TRANSMISSION COST RECOVERY
Some stakeholders have advocated for the implementation of a stand-by fee or minimum demand charge, while others support the creation of new large load rate classes. TCPA is agnostic to the specific mechanism the Commission adopts to achieve the legislative goal in SB 6 of ensuring changes to transmission costs are assigned to the consumers driving the costs and protecting other consumers, largely residential and small commercial, from bearing a disproportionate share of the transmission costs associated primarily with load growth from larger customers. 
With respect to allocating responsibility for the costs being recovered, 4CP gives a significant incentive to certain consumers who are both directly exposed to the 4CP cost allocation mechanism and able to reduce demand during the four summer peak intervals. By reducing demand during those limited times, these customers can materially lower their share of transmission cost responsibility for the rest of the year. However, pricing during 4CP intervals in 2025 averaged $24.56/MWh, which provided little to no pricing signal of a need for demand response or even full utilization of the ERCOT generation fleet during those peak intervals. During summer 2024, the average price during the 4CP intervals was $25.71/MWh, similarly failing to signal a need for demand response or additional supply. Conclusively, 4CP load reduction is not price responsive but has instead become a tool for avoiding transmission costs, shifting those costs to other consumers that are billed for transmission costs on a volumetric (i.e., $/kWh) basis and have no direct incentive to manage their energy usage around the 4CPs, even though their respective classes are allocated transmission costs based on their collective usage at the 4CP. TCPA does not advocate for changes to how smaller customers are billed, and only notes that the same dynamic that results in wholesale market price distortions also can incentivize transmission cost shifting between competitive and non-competitive areas and among customer classes. Adding floating seasonal CPs or extending to a marginal number of additional CPs would do little to alter these dynamics. To the contrary, the incentive to shift costs will only intensify as billions of dollars in new transmission is added to the system.[footnoteRef:9] [9:  Reliability Plan for the Permian Basin under PURA § 39.167, Project No. 55718, ERCOT, 2024 Regional Transmission Plan 345-kV Plan and Texas 765-kV Strategic Transmission Expansion Plan Comparison, at iii (Jan. 24, 2025), available at: 55718_54_1462478.PDF; see also Project No. 55718, Order Approving the Reliability Plan for the Permian Basin (Oct. 7, 2024) (approving the PBPR but reserving a decision on the voltage level for the import paths) and Second Order Approving the Reliability Plan for the Permian Basin Region (Apr. 24, 2025).] 

As Chairman Schwertner said during the April 1, 2026 Senate Business & Commerce Committee hearing, “I just advise you again that the ratepayers – the residential and small businesses – are feeling a significant burden when it comes to the growth…which is primarily data center and so…we gave the PUC the authority to change it based upon and with recognition that consumers are getting the short end – retail consumers, our seniors and families that are trying to struggle to get by and having trouble with that and we’re looking to the PUC to make some changes that are effective when it comes to at least cost allocation of electricity.”[footnoteRef:10]   [10:  Senate Business & Commerce Committee Interim Hearing, April 1, 2026, at 3:36:27 to 3:37:16] 

CONCLUSION
	Cost-shifting incentives do not only impact other transmission ratepayers – they can have a material impact on the ERCOT wholesale market’s efficient operations, reducing investment incentives for new generation resources in an energy-only market design and, in turn, yielding lower resource adequacy expectations. When non-market incentives drive material in-market behavior, that will inherently distort the resulting market prices. In the case of demand reductions to avoid transmission cost allocation, historically the 4CP intervals and peak aggregate demand on the ERCOT system has been critical for signaling when there is relative scarcity of supply through price formation. Those demand reductions led to lower wholesale market price formation historically, which resulted in lower forward market price expectations (all else equal) and therefore signaled that supply additions (and demand response) are not needed. 
The concept of assigning costs “appropriately” is mentioned in every section of the enacted bill that addresses this evaluation. Importantly, SB 6 does not identify wholesale market pricing distortions as an objective for transmission cost allocation. Therefore, TCPA urges the Commission to actively avoid any methodology for transmission cost allocation that materially impacts the wholesale energy market and to ensure the changes do no harm to price formation. The evaluation is not about resource adequacy, load, congestion, or wholesale prices but strictly about cost allocation based on an appropriate allocation of costs. That is the sole objective established by this section of the enacted legislation.[footnoteRef:11]  [11:  In discussing transmission cost allocation, TCPA is referring to the allocation of costs and not to rate design. There are effectively three steps by which transmission costs are allocated and ultimately billed to customers—first, ERCOT-wide costs are allocated to Distribution Service Providers (DSPs) via the postage stamp rate, which is calculated on the basis of the 4CP demand within each DSP territory; second, DSPs allocate their costs to customer classes, which again, is calculated on the basis of 4CP (at least for the ERCOT transmission and distribution utilities (TDUs); and third, transmission costs are billed to retail electric providers based on the billing determinants in the tariff for the applicable class, with only large customers with interval data recorder (IDR) meters being billed on a 4CP basis, while other large customers are billed based on non-coincident peak (NCP) demand, and residential and small non-residential customers are billed on a volumetric basis. TCPA’s comments are not focused on, or recommending changes to, the rate design within customer classes. ] 


Dated: April 13, 2026
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EXECUTIVE SUMMARY OF TCPA COMMENTS ON STAFF DRAFT REPORT ON EVALUATION OF TRANSMISSION COST RECOVERY

· Section 6 of SB 6 specifically charges this evaluation to determine how to appropriately assign costs for transmission investment and whether the current method is appropriate or should be replaced.
· Wholesale market price distortions are not mentioned as an objective anywhere in this section of the statute.
· The analysis to marginally increase CPs (e.g., to 5CP or to 9CP, or one or more “floating seasonal CPs”) provides negligible changes in transmission cost allocations.
· A floating winter CP may create a perverse incentive for oil and gas load to reduce usage at a time when gas production is vital in ERCOT both for gas generators, on which the grid depends for reliable power in the winter, and residential consumers who need plentiful gas for heat. 
· A greater number of allocation intervals – (whether more CPs, like 12CP or greater, or NCPs) , possibly coupled with a multi-hour interval duration is necessary to avoid wholesale market price distortions and may also provide more meaningful relief to residential and small commercial consumers, a goal reaffirmed by Senate Business & Commerce at its April 1, 2026 hearing.
· TCPA is open to a non-coincident peak NCP but is opposed to using net load peak to determine transmission cost allocation. Net load peak would further exacerbate price formation issues seen in the wholesale market - as would a single floating winter CP.
· Transmission planning is based on a utility’s non-coincident peak so using NCP may align cost allocation better with how transmission planning is conducted. 
· The Commission should take care in amending the method of transmission cost allocation to avoid negative impacts on the wholesale market. 
· A minimum demand charge may have merit as a means to ensure all large consumers pay their fair share of transmission costs. 
· TCPA is open to a minimum demand charge on large consumers as a means to “level the playing field.”
· Cost shifting incentives have a material impact on the ERCOT wholesale market’s efficient operations, reducing investment incentives for new generation resources in an energy-only market design and yielding lower resource adequacy expectations.
· 4CP has become solely a means of shifting the cost of the transmission system between customer classes, so the risks and benefits appear to be zero-sum and either very small or non-existent. 
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