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Two Challenges for the U.S. Energy Transition
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The uncoordinated policy reality in the U.S.
Electricity Markets

Do not determine  RTOs and Individual « States are not NERC-
type, size, location, BAs in an EIM are defined reliability-

timing of resource NERC-defined | ceeribraiam
entry reliability-coordinators _

,,,,,



NERC Reliability Risk Assessment

2023

ERO Reliability Risk
Priorities Report

Reliability Impacts of Energy Policy

Policy as a Reliability Risk Factor
Energy Policy can drive changes in the planning and operation of the BPS.
Accordingly, policy can affect BPS reliability and resilience and could present risks
to its reliable operation. Ensuring reliability during and after policy driven
transitions should be a key consideration in setting Energy Policy. The
implementation of policy decisions can significantly affect the reliability and
resilience of the BPS. Decarbonization, decentralization, and electrification have
been active policy areas. Implementation of policies in these areas is accelerating,
and, with changes in the resource mix, extreme weather events, and physical and
cyber security challenges, reliability implications are emerging. Demonstrated
risks, such as enersu crffimi--—- - - =~*tural g3s and electrlc
interd~ _., aie becoming increasingly critical. Emergig ... Feleg,
<11 as aggregate DERs, are increasingly concerning. Due to the interdependency
of critical infrastructures (i.e., electricity, natural gas, water, transportation, and
communications), potential reliability risks are magnified when cross industry
~ments and agencies act independently to create or implement policv
Devei., " ~f »aliahility standards and processes recognizes ar~ - _aie
jurisdictional authoriues scuang —.co . ... peney uecisions. |t will take
strong collaboration and partnershlps acrossa multltude of boundaries to mitigate
the emerging risks we face today — state, federal, provincial and private — ensuring
reliability of the grid is a prioritized tenet of critical infrastructure.







Bulk Electric System Reliability (NERC definition)







Challenges as the Resource Mix Changes
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Reliable Grid Operations (“Grid Attributes”)

System Attributes

S RO ap: Al

near-term risk factor focus areas
///// / \perative Repo
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The reality...

Price Caps/Market Power Insufficient markets for risk

Operator Actions Insufficient incentives for hedging |
carcity pricing has never

Inelastic Demand and “can’t Always have default/bankruptcy .
target deficient LSEs” (Also raises option been a sufficient
serious equity concerns) nvestment signal to meet
Non-Convexity Hard to forecast scarcity/discount reliabi lity targets.

these hours
Reliability Standards > CBA Theory assumes full markets for risk

conomicC Investmen 7

@

necessary for efficient ST operations
T //,’ ,

cient investment in the resources that

as always been a challenge.
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A Moonshot Mission to Decarbonize the

Electricity Sector
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Acceptable policy in electricity is too limiting:

States have a critical role to play
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Policy should focus on two timelines
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Reliability-Informed State Policy Planning

e State- e For BOTH e Inform Resource
determined RA and / Selection
assumptions Operating .« Targeted IRA

Reliability Incentives

A
e
e



Entity Role | Activities
States Provide study assumptions Study assumptions based on integrated Resource

Plans (IRPs), state policy targets, and/or federal
policy requirements and state plans (e.g., the EPA.)

Reliability Coordinator Consensus Building Regional system planning study (with agreed-upon
scenarios) based on state and federal policy (e.g.,
types of generation, timing, locations,
In some regions this is the electrification targets, EPA regulations, etc.)
Regional Transmission
Organization (RTO) or Independent
System Operator (1S0O)

Reliability Coordinator Provide regional reliability assessments. These Timelines:
studies would identify reliability needs Short-term (1-5 years)
(resource adequacy and operating reliability) Medium-term (5-10 years)
In some regions this is the over a defined period. Longer-term (10-20 years)

Regional Transmission
Organization (RTO) or Independent
System Operator (1S0O)

States Consider studies and scenarios for reliability- Targeted incentives for technology types that meet
informed policy planning. policy and system reliability needs.
States Coordinated regional planning for generation Could include mechanisms to consider regional
and infrastructure that meet identified planning and coordinated procurement of needed
reliability needs. resources and infrastructure.







Gas Generation and Gas-Electric Coordination

+ Natural Gas = 40% today

:grr;:z:asgléa;?tg;‘alll.s. electricity generation, power sector only (2018-2024) é—\ //{//////////////

e Increasingly used to provide
balancing energy (NERC 2023)

30%

_ :
~ * Challenge in the U.S.:
Bl I— } e \ | » Bring on clean, flexible resources
0%2018 2020 2022 2024 2018 2020 2022 2024 2018 2020 2022 2024 While enSU ring the natu ral gaS
20% system is capable of supporting

10% __ — electric system needs throughout
0%2018 2020 2022 2024 2018 2020 2022 2024 2018 2020 2022 2024 the tranS]tlon (See FERC 2023; NAESB
2023; RTO Blueprint 2024)

» May require strategic gas storage
| reserves/pipelines (NAESB 2023)

50%



What will it take to replace natural gas?

Focused Policy
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Bulk Electric System Reliability is a Public Good




Electricity is key to reaching any

decarbonization targets.
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