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HB 4502 REJECTS TWO DECADES OF ERCOT MARKET DESIGN; 
DISCRIMINATES AGAINST NEW GENERATION RESOURCES; 

AND INCREASES POWER COSTS FOR TEXANS 
 
 
HB 4502 goes against established ERCOT market design by assigning interconnection and 
“system upgrade” costs to new generation – a significant, discriminatory departure from 
established ERCOT policy. The result will be to slow the development of the new generation 
(renewable and thermal) while increasing its cost to the detriment of Texas consumers, who will 
ultimately bear these costs in higher power prices.  
 
HB 4502 ends fundamental principles of ERCOT market design in place for more than 20 years. 
 
One of the foundations of the ERCOT market is open and non-discriminatory access to the power grid 
for generators who put their capital entirely at risk when building a new power project. In exchange, most, 
but not all, costs to connect generators to the grid and to deliver their power to the market for the benefit 
of the entire grid and all electricity consumers are shared by all customers. HB 4502 ends this policy. 
 
HB 4502 will do nothing to address the February 2021 winter event. 
 
Like several proposals in the Legislature over the past few weeks, HB 4502 will not address any issue 
from the tragic February 2021 winter event. It’s another attempt to unnecessarily harm the Texas 
renewable energy industry, as well as the growing energy storage industry, which is poised to strengthen 
the performance of our renewable resources and Texas power grid. 
 
HB 4502 will slow the deployment of new generation.  
 
By imposing additional costs and siting delays on new generation, HB 4502 will lengthen new market 
entry and increases costs for new generation. Some generation simply won’t be built. Why would we want 
to slow new resources coming to market and increase their costs at a time when our growing state needs 
low-cost power to drive its economy?  
 
HB 4502 copies policies that have failed in other areas of the United States 
 
Other regions of the U.S. have pursued funding models similar to HB 4502. It’s known as “participant 
funding.” There is now a movement away from the approach of HB 4502 because it has led to conflict 
and failure. In a 2020 report, the Brattle Group stated that "disagreements over cost allocation have 
derailed many planning efforts and created barriers to the development of valuable transmission projects."  
In a 2013 report, the Brattle Group argued that "cost allocation debates can sometimes get in the way of 
developing innovative transmission projects that offer benefits to a wide range of market participants and 
service areas."  
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Assigning interconnection costs to new generation will result in lengthy delays in connecting new 
resources to the grid and increase prices for consumers.  
 
One of the competitive advantages of the ERCOT market has been a relatively efficient process for 
interconnecting new generation resources. By contrast, experience in other markets has shown that 
allocating transmission costs to generators has resulted in: 

• Increased interconnection costs; 
• Long delays for new interconnections; 
• Increased project withdrawals from the interconnection queue; and 
• Increased power prices. 1 

 
While neutral on its face, HB 4502 would discriminate against renewable resources in favor of 
thermal generation.  
 
While you will hear proponents talk about "siting discipline," the fact is that new thermal generation can 
locate in a relatively wide variety of locations, allowing thermal resources to locate closer to load and 
select areas that do not have transmission constraints or require system upgrades.  
 
Renewable resources will ideally locate where the resource is the best, maximizing efficiency and output 
while delivering the lowest cost to consumers. Often these sites are in rural areas where underinvestment 
has led to weak transmission infrastructure. HB 4502 would require renewable generators to pick up the 
tab for system upgrades that benefit all consumers, including industrial power consumers, many who are 
now buying renewable energy to meet corporate goals and lower operating costs.  
 
HB 4502 will harm new investment and economic development in the rural Texas. 
 
The best wind and solar resources are mainly in rural Texas (Panhandle, West Texas, and South/Coastal 
Texas). Rural communities welcome the capital investment, increased tax base for schools and local 
governments, increased economic activity, and multi-generational landowner income for Texas farmers, 
ranchers, and families. HB 4502 puts rural investments at risk. 
 
Like other infrastructure, transmission infrastructure has often been neglected in rural Texas. 
Interconnection investments and upgrades are often required to bring renewable power to market and 
serve local load, including the Permian and rapidly expanding industrial load on the coast, for example. 
These locations are where generation projects can deliver the most affordable output on an annual basis.  
 
HB 4502 harms the ability to build projects where we have the best resources. HB 4502 will create the 
perverse incentive of driving renewable generation to areas with lower resource efficiency and closer to 
urban areas with more developed infrastructure. 
 

 
HB 4502 sets Texas up for failure. Please reject HB 4502. 

 
1 See, e.g., "Disconnected: The need for a new generator interconnection policy" (Americans for a Clean Energy Grid, 
January 2021) 


