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Disclaimer

PLEASE NOTE

The analyses that we provide here are necessarily
based on assumptions with respect to conditions
which may exist or events which may occur in the
future, and they are based on methodologies that
simplify and may not always accurately represent
the relationship between assumptions and
outcomes. No one can give you any assurance that
the assumptions and methodologies used will
prove to be correct or that the forecasts will
match actual results of operations.

© 2021 The Brattle Group

Our analysis, and the assumptions used, are also
dependent upon future events that are not within
our control or the control of any other person, and
do not account for certain regulatory, market, and
environmental uncertainties. Actual future results
may differ, perhaps materially, from those
indicated. The Brattle Group does not make, nor
intends to make, any representation with respect
to the likelihood of any future outcome, can not,
and does not, accept liability for losses suffered,
whether direct or consequential, arising out of any
reliance on our analysis.
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Two problems market design can help address

1. Resource Adequacy 2. Operational Responsiveness
Ensure enough supply always Manage changes in supply and demand
available to meet demand — Contingencies, expected and unexpected
— Under all reasonably plausible conditions ramping needs
— Not just enough nominal MW but available — Can manage ramping reliably if have

capacity, including dispatchable resource adequacy

— How to manage more efficiently, in-market?
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Market Design Options for Resource Adequacy

OPTION 2

OPTION 1 Targeted Fuel

LSERO+ and Backup
Reserves
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Elements of Option 1: LSERO+

OPTION 1

LSERO+

N2

N I 2 2

Basic Features

RA standard

LSE requirement
for every season

Opt-out

Supply accreditation
Credit tracking
Performance penalties

Enhancements

- “Big fish” auction
— Prompt showing

- Interim measures



Elements of Option 2: Targeted Fuel & Backup Reserves

OPTION 2

Weatherization

- Enforcement

Targeted Fuel & Backup Reserves

Fuel Firming Product

NI 20 2 2 2

Product definition
Eligibility
Quantity

Auction

Cost allocation
Testing

Offer at price cap

Backup Reserves

— Product definition
— Eligibility
— Quantity
— Forward timeframe

—> Cost allocation
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Comparison of Resource Adequacy Options

OPTION O OPTION 1 OPTION 2

Targeted Fuel &
Backup Reserves

Resource Adequacy ¢ Q Q 0
Market & Regulatory 0 Q Q
Sustainability

Cost on Bill Least +7% on generation +3% on generation

Status Quo LSERO+

Less control to secure - A : Does not control
: Administrative intensity; :
Challenges fleet against extremes; preparedness of entire

' ?
shortages every 1-2 yrs LRIt ! fleet
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Estimated Customer Costs of Resource Adequacy Options

$25
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Customers’ Annual Generation Costs (Sbillions)

energy

Status Quo

backup reserves
fuel firming product
LSERO+

energy energy

Option 1: LSERO+ Option 2:
Targeted Fuel &

Backup Reserves
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Meeting Ramping Needs In-Market

NSRS and ECRS can * Quantity
address ramping needs — Much smaller than “duck curve”
in-market * Cost allocation
* LT improvements
— RTC is key

— Suite of AS products
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