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Overview

« As ERCOT prepares the 2026 Reliability Standard Roadmap, it is worthwhile to look back at
where the ERCOT has been since the Zonal market went live.

« This presentation shows and discusses:
« the actual loads and load forecasts,
» the generation additions and retirements, and

« the relationship between natural gas prices to ERCOT market caps, peaker net margin, and coal
and natural gas retirements.

« Finally, it ponders if we should consider other market design options.

Invenergy



Generation

 Actual « Annual Capacity * Annual Henry Hub

« Forecasts without Changes (with Natural Gas Prices
Large Loads Annual Henry Hub and ERCOT System

. Forecasts with Natural Gas Prices) Market Cap Price
Large Loads « ERCOT Peaker Net

Margin and Annual
Henry Hub Natural
Gas Prices

« ERCOT Peaker Net
Margin and
Coal/Gas
Retirements

Invenergy



Actual ERCOT Loads

« ERCOT load growth has been substantial system wide since COVID-19
« Additional growth is expected from oil and gas continued expansion and

Data Centers

« Oil and gas and Crypto loads are curtailing which results in higher Non-

Coincident Peaks (NCP)
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ERCOT Forecast without Large Loads

ERCOT Load Forecasts and Actuals (prior to Large Loads being included)
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ERCOT Forecast with Large Loads

The inclusion of large
loads has resulted in

projections that seem
impossible to achieve.

As PUCT Project 58481
is finalized with financial
security requirements, it
is possible that these
forecasts will temper
down.
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Annual Capacity Changes (with Annual Henry Hub

Natural Gas Prices)

New New New New Retired Retired (MW) change (MW) change
] Gas Wind Storage Solar Coal Gas (from 2002) (from 2002)
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With high natural gas prices from 2005 to
2007, hedge funds created Energy Futures

ERCOT Annual Capacity Changes
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Annual Henry Hub Natural Gas Prices and ERCOT
System Market Cap Price

_ Henry Hub and ERCOT System Market Cap Price
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ERCOT Peaker Net Margin and Annual Henry Hub
Natural Gas Prices

Even with the higher scarcity
pricing starting in 2012, lack of
significant weather events
resulted in the Peaker Net
Margin remaining low from
2012 to 2018.

With the retirement of the coal
fleet, Winter Storm Uri, and
the natural gas prices spike in
2022 tied to the Russia-
Ukraine war, the Peaker Net
Margin increased.
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ERCOT Peaker Net Margin and Coal/Gas

Retirements

Low Peaker Net Margins
were strong signals to retire
both older natural gas
plants in 2009 and coal
plants starting in 2018.

With the desire to not have
a capacity market and with
expanded environmental
rules - other coal plants will
probably retire over the
next decade.
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Discussion: Should we consider other market design
options?

 Energy Only Market

«  Currently, we have the Energy Only Market in place with a VOLL of $5,000/MWh ($35,000/MWh for studies only
found here).

« The IMM suggested with their filing at the PUCT (found here) that if we stay with this market, the VOLL should
move to up $300,000/MWh to achieve a 1 in 10 reliability standard.

 DRRS Plus (NPRR 1310)

« SPP Resource Adequacy Requirements

« Load Responsible Entities (LREs) must maintain sufficient capacity to meet their Resource Adequacy
Requirement (RAR)

 PJM Capacity Market

 PJM has a capacity market that operates through forward-looking competitive auctions. The main auction,
called the Base Residual Auction (BRA), is held three years in advance of the delivery year.
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https://ftp.puc.texas.gov/public/puct-info/agency/resources/pubs/news/2024/PUCT_Adopts_Reliability_Standard_for_the_ERCOT_Market.pdf
https://interchange.puc.texas.gov/Documents/58777_32_1595305.PDF
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