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Description of Report

London Economics International LLC (LEI) provides semi-annual regional market updates and 10-year
energy price forecasts for major markets in North America and around the world. In addition to providing
price projections, the reports highlight major developments in each of the regions as well as the underlying
structural dynamics. LEI also provides more detailed regional market price forecasts tailored to a client’s
individual needs, including longer time horizons and forecasting of plant-specific revenues or the impact
of structural or market design changes.

Disclaimer

The contents of this report do not constitute investment advice. The provision of analysis by LEI does not obviate the need for an
investor to make further appropriate inquiries as to the accuracy of the information included therein, and to undertake his/her own
analysis and due diligence. This report is not intended to be a complete and exhaustive analysis of all the factors impacting the
regional market. LEL, its officers, employees, and affiliates make no representations, warranties, or recommendations.



http://www.londoneconomicspress.com/

Table of contents

1  MARKET OVERVIEW AND RECENT DEVELOPMENTS .....ccecererensnnsunsnesnssnessessessessssssssassassnenes 4
1.1 MARKET OVERVIEW ....eiitiiiiiieitenitenttenttente et et sutesteenteeteeutesstesstesbeebeenseemeesatesaeesseenseenteeatesasensaenbeenseensesnsesnee 4
1.2 RECENT DEVELOPMENTS ......ceitiititttatesuteutetetentestessesseestentensensessessesseastentansensensessesseestentansansansessesaeeseeneensensansan 6

1.2.1  Market dynamics and legislative developments..............ccccccvvvviiiiiiiiiiiiiiiiiii s 6
1.2.2  Value of Lost LOAA AECISION .........ccooiviiiiiiiiiiiiiiiiiiiiiiiisiiiicci s 6
1.2.3  Cost of New ENtrYy deCiSION ........ccccooiriiiviiiiieiiiiiiiiiiiicisicieiee ettt 7
1.2.4  Reliability Standard deCiSION. .............cocveueueueucuiiiiriieieeeee ettt 8
1.2.5  Load Forecast and Large FIexible LOAMS ...........c.ccccovrirmeiemcueieiiieiiininineeeeeeieettstseseneee e 10
1.2.6 Texas Enerqy Fund 10an appliCations............cccvviviviniiiiiiiiiiiiiiiiiiiiiiiiiiiicicicseccsss s 10
1.2.7  Permian Basin transmission ProJeCtS ...........ccviviiiiiiiiiniiiiiiiinieici e 12
1.2.8  Dispatchable Reliability Reserve Service UPAALe ............ccccoeueueuiueioinininieieeieiciiiiseeeeee e 12
1.2.9  Performance Credit MeCHANISHL .........ccccviiviniiiiiiiiiiiiiiiiiiiiccc s 13

2 MODELING ASSUMPTIONS ....ceuerieteressssesssssssssssessssessssssssssssssssssssssssssssssssssssssssssssssssssssssssseses 15
21  FUEL PRICE PROJECTIONS.....cuutteiiittteeeitteeeeaeeeesisteeesssssessassesessseesssssssssssnsssesssseeesssssssessssseesssssesesssssesssssssesns 17
2.2 IMPORT AND EXPORT FLOWS ....cuerttrueruteutetetentesteetesueestetentensestessesseestentensensestessesutestentensensensessessesseeneensensens 18
2.3 COST OF GENERIC NEW ENTRY ....eottrueruteutentententensensersenseetensensessessessesseentensensessessessesseessensensensessessesseeeensensens 19
2.4 DEMAND AND SUPPLY ...uouiiiiiiiiiitiniiiitcstiteiesc it ies st es st es sttt ss s n st n s n s eneas 20

2.4 REEIFEMENES ..ottt s 21
242 NEW EMETY oo s 22
243  Supply and demand DAIATICE ..............coweveveueuiuiiiiiiririeieeeeeettetets ettt 24

3 BASE CASE PRICE FORECAST .uceveueueesesssnssesesessssssssesssssssssssessssssssssssssssssssssssssssssssssssssssssssnens 27
3.1 ELECTRIC ENERGY PRICES TO REFLECT RISING NATURAL GAS PRICES IN THE LONGER TERM .......ccccovenune. 28
3.2 IMPLIED MARKET HEAT RATE ..ottt 29

4  APPENDIX A: OVERVIEW OF FORECASTING METHODOLOGY ...coverurreressesessssessssessssessnnnns 30

5 APPENDIX B: INTRODUCTION TO LEI AND ITS WORK IN ERCOT.........cccoeuerueveueruenennnne. 31
5.1 BACKGROUND ON THE FIRM.....ccutstteteeuteutentetentesteasesutestetensensessessesseestentensensessessesseestensensessessessessesseensensensens 31
5.2 SELECTED ERCOT RELATED ENGAGEMENTS.......cctrutrutetetententenienseemtentetensestessesseeseeeensensessessessesseeneensensens 31

List of figures

FIGURE 1. INSTALLED CAPACITY, MAY 2024; GENERATION BY FUEL TYPE, DECEMBER 2023.......ccccccoecvrinreeninennn. 5
FIGURE 2. INSTALLED CAPACITY BY OWNER.....cccuertirterteruiereritetentententessessesseessestensensessessessesseeneensensessensessessessesnsensensenne 5
FIGURE 3. SELECTED RECENT ERCOT MARKET DEVELOPMENTS ......c.cetrteieminieterenrentenenmensesessenseessessenessesseneesensenene 6
FIGURE 4. LIST OF APPROVED PROJECTS FOR TEXAS ENERGY FUND.........ccociiiiiiiiiiiiiiiciccccccs 11
FIGURE 5. REGIONAL TRANSMISSION ZONES AND PROJECTED LIMITS ........vutiieireeeeeeeeeeereeeeesreeeensneeeeeseeesensreessnsens 15
FIGURE 6. TOP 10 SIGNIFICANT IMPROVEMENTS ON THE ERCOT SYSTEM .....coccvvuirieereiinieeeiinrereienneeenesneeenennennenes 16
FIGURE 7. FOSSIL FUEL PRICE PROJECTIONS (NOMINAL $/ MMBTU) ....ccoviuiiiieiiiririiicccieiesecece s 17
FIGURE 8. GAS SEASONALITY OF ERCOT’S AGGREGATED GAS HUBS PRICE AVERAGE (2018-2023) ........ccoevvevevenenee 18
FIGURE 9. ALL-IN COSTS FOR NEW POWER PLANTS IN ERCOT FOR 2025 ........ccocuiiiiiiiiiiiiiiniccicccccee 20
FIGURE 10. PEAK DEMAND (IN MW) AND ANNUAL ENERGY CONSUMPTION (IN TWH) PROJECTIONS BY ZONE ....21
FIGURE 11. TYPICAL SUMMER AND WINTER PROFILE OF DEMAND BY ZONE (2022) (MW)......cccceoiiiiininininininiennes 21
FIGURE 12. ANNUAL RETIREMENTS INCLUDED IN LEI'S OUTLOOK .....c.cueutrtruetiirierinirieeiisiesentsiereneeieneneeseseneeeeneneenene 22
FIGURE 13. ANNUAL NEW ENTRY (NAMEPLATE CAPACITY) INCORPORATED INTO LEI'S OUTLOOK (MW) ............ 24
FIGURE 14. SUPPLY CURVE USING AVAILABLE CAPACITY (2025)...c..ccotrerirerierininrerinenieeeneererereeneseseenenesessenesseseseseenene 25
FIGURE 15. REGION-WIDE SUMMER DEMAND-SUPPLY BALANCE (MW)) ...c.coveuiiiniiiininieiinieininecniereecreeneeenneneseneenene 26
FIGURE 16. ERCOT’s ASDCS DETERMINATION BASED ON ORDC ........ccooiiiiiiiiiiiiieiiicineceeeeeee e 27
FIGURE 17. FORECAST ANNUAL AVERAGE ENERGY MARKET PRICES (INCLUDING ORDC), NOMINAL $/ MWH, 2025
THROUGH 2034 ......ouiiiiiiii bbb bbb 28
London Economics International LLC 2 contact:
717 Atlantic Ave, Unit 1A Javier A. Maquieyra/Karl Nunoo
Boston, Massachusetts 02111 +1 (617) 933-7200

www.londoneconomics.com javier@londoneconomics.com


http://www.londoneconomics.com/

FIGURE 18. FORECAST MARKET HEAT RATES, MWH/MMBTU, 2026 THROUGH 2045
FIGURE 19. POOLMOD’S TWO-STAGE PROCESS. .......vtevieutieteeieesseesseesssenssessesseesessssenssensessesssesssesssessssssssssssessessseons

London Economics International LLC 3 contact:
717 Atlantic Ave, Unit 1A Javier A. Maquieyra/Karl Nunoo
Boston, Massachusetts 02111 +1 (617) 933-7200

www.londoneconomics.com javier@londoneconomics.com



http://www.londoneconomics.com/

