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Intervention: Less Reliability, Higher Costs

Texas’ energy-only market was the most competitive & efficient electricity
market in the world

Competitive markets supply reliable & affordable electricity

Intervention distorts price formation and the demand curve; Texans are paying
higher prices and have lower reserves despite lower fuel costs

Renewable industry has taken advantage and profits through subsidies
* Federal Production Tax Credit
e Socialized Transmission, including CREZ lines
* Chapter 312/313 tax abatements
* Renewable energy credits and interconnections

ERCOT is being transformed into a capacity market

 PUC Market Power Rules & ERCOT Ancillary Market Operations
* QOperating Reserve Demand Curve
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Lower Gas Prices # Lower Electric Prices

I Larger adders contribute to higher 2019 prices

TX Electricity Prices v. Natural Gas Prices
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Higher Prices Not Leading to Investment

* Higher peak demand not leading to higher locational marginal prices (LMP)
* Much of the benefit from higher prices goes to renewables & transmission

* ORDC doesn’t appear to incentivize investment in dispatchable generation
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Planned Wind, Peak Average Capacity Contribution (63%, 29%, 16% of installed [ [ ¥i F: 30 T8 s R 10 % e 311 - e o1 215
capacity)

Planned Solar Utility-Scale, Peak Average Capacity Contribution (76% of 1,192 6,035 7,197 7,197 7,197
installed capacity)

 Lower LMPs do not mean lower energy costs
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he High S Cost of Renewables

Texas Renewable Costs 2019
MWh - 2016

Consumers Taxpayers Solar $43.75
Wind $5.75

CREZ Lines $718 million PTC (Wind) $1.18 billion coal e
Other $84 m||||0n ITC (Solar) S190 m||||on Natural Gas -S0.54

ORDC $3.9 billion Chap. 312/3 $315 million FEdGEIEEESEESE

Solar S21.2 b
Subtotal S4.7 billion Subtotal S1.7 billion Wind $19.3 b

Total S6.4 billion w/o ORDC: S2.5b N

Coal S1.4b
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he Path to a Reliable and Affordable Grid

Eliminate Chapter 313 Abatements for Wind and Solar

Eliminate the ORDC and ...

Directly address the price distortions caused by renewable
resources receiving out-of-market support

* Renewable energy minimum offer price (MOPR: FERC 12/19)
* Firmness of dispatch w/ ancillary energy through renewables

Less expensive & more efficient/effective than the ORDC
e Dollars go from those imposing costs to those that are harmed
* Price formation and the demand curve are restored
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