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Executive Summary & Introduction

o 0 ko

The U.S. Supreme Court rejected “emergency applications” by utilities and independent power producers seeking to put a hold on EPA rules that
require coal and gas-fired power plants to install carbon capture and sequestration systems at 90% efficiency by 2032.

The U.S. Department of Commerce has levied preliminary tariffs, as high as 292.61%, on solar cell imports from four Southeast Asian countries for
circumventing tariffs on Chinese-made components.

PJM plans to delay its capacity auction for 2026/27 delivery year by six months to give it time to respond to the Sierra Club’s complaint at the FERC.

FERC approved MISO’s Direct Loss of Load capacity accreditation methodology to be implemented by the 2028/29 capacity auction.

FERC has issued a rule that bars payments to generation plants for reactive power within the standard power factor range.

AEP Ohio and other stakeholders have submitted a “settlement agreement” to the PUC of Ohio for approval that sets terms and conditions for
connecting data centers to its grid.

According to Bain & Company, data centers could account for 44% of U.S. electricity load growth from 2023 to 2028, and U.S. utilities are facing
‘overwhelming demand” as generative Al has created a boom in data centers.

With the completed sale of its 50% interest in South Fork Wind and Revolution Wind projects, Eversource Energy has exited the offshore wind
business.

1.1 Assessment Approach

Our analysis of the Regulatory risk(s) to our customers is summarized in the rating(s) categories defined below:

Potential Financial Impact to Customer(s):

Symbol Description

$+ Signifies potential increase in costs

$- Signifies potential decrease in costs
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Magnitude of Risk to Customer(s):

Symbol Description Description

Represents a regulatory or policy change that is in the process of
being enacted by Regulators (i.e., PUC, ISO, FERC, EDC) and is ex-

Major Impact < . - . .
Q ! P pected to result in a meaningful increase in cost(s) to load; likely

require immediate action.

Represents a regulatory or policy change that is in the proposal
process and being sponsored by one or more ISO stakeholders.
Medium Impact Most of these Risk’s will likely be elevated to RED. Medium Impact
issues will require involvement but we expect to have time to coor-
dinate load on these type(s) of issues.

Represents a regulatory or policy discussions or trends that may
Actively Monitor evolve to either RED or ORANGE categories. No immediate action
item for load.

Industry developments or information, while not directly impacting
the customer, may be of interest or import to the customer.

\.) For Your Information

2.0 Overall Assessment

We have identified various issues that coalesce with the ratings categories described above. Notwithstanding, these are the Regulatory or Policy
issues we consider extremely relevant to our retail customers . With respect to this Bulletin, the six categories which appear to represent the
most significant impacts to retail customers are identified below and categorized according to I1SO:

Section 2.1 — Policy

Section 2.2 — Capacity / System Reliability
Section 2.3 — Transmission

Section 2.4 — Ancillary Services

Section 2.5 — Energy

Section 2.6 — Industry Development

‘Where appropriate, we have provided links to articles and other relevant information for reference purposes.

Back to Top
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Issue#

2.1a
EPA

The U.S. Supreme Court rejected
“emergency applications” by utilities
and independent power producers
seeking to put a hold on EPA rules that
limit carbon emissions from power
plants—requiring coal and gas-fired
power plants set to operate past 2039 to
install carbon capture and sequestration
systems at 90% efficiency—with
compliance beginning 2032.

DP: Supreme Court rejects request to stay
EPA power plant GHG emissions rule

The U.S. Court of Appeals for the D.C.
Circuit is expected to make a decision in
the case before compliance work needs to
start in June 2025.

However, the outcome of the presidential
election in November is likely to affect the
litigation over the EPA rule. If Harris wins
the election and the D.C. Circuit upholds
the rule, the litigation will likely be decided
by the Supreme Court.

Action/Result

If Trump wins, the EPA Power Plant rule is
expected to be repealed, regardless of the
outcome of the proceedings before the D.C.
Circuit.

(See our May 2024 Requlatory Bulletin, Sec.
2.1a for more on the EPA rule.)

The U.S Department of Commerce has
made a preliminary affirmative
determination in a countervailing duty
investigation into solar cell imports from
four Southeast Asian countries—
Cambodia, Malaysia, Thailand and
Vietnam—and set preliminary duties on
those imports.

The preliminary tariffs established by
Commerce are as high as 292.61% for four
companies based in Vietnam.

Reuters: US sets preliminary new duties on
solar imports from Southeast Asia

Commerce determined last year that the
four Southeast Asian countries had been
used by solar panel manufacturers to
circumvent tariffs on Chinese-made
components.

The American Alliance for Solar
Manufacturing Trade Committee—which
includes First Solar, Convalt Energy,
Meyer Berger, Mission Solar, REC Silicon
and Swift Solar—filed petitions with
Commerce and the U.S. International
Trade Commission in April seeking
antidumping and countervailing duties be
imposed on crystalline silicon solar cell
imports from the four countries.

The alliance’s petition had been criticized by
renewable energy groups like the American
Council on Renewable Energy, who say that
the new tariffs could hinder American solar
deployment.

A final order will be issued in April 2025.These
four countries are also under investigation for
illegal dumping and face a preliminary anti-
dumping determination in November.

Back to Top
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https://www.davispolk.com/insights/client-update/supreme-court-rejects-request-stay-epa-power-plant-ghg-emissions-rule#:~:text=On%20October%2016%2C%202024%2C%20in,emissions%20from%20the%20power%20sector%20(
https://www.davispolk.com/insights/client-update/supreme-court-rejects-request-stay-epa-power-plant-ghg-emissions-rule#:~:text=On%20October%2016%2C%202024%2C%20in,emissions%20from%20the%20power%20sector%20(
https://www.calpinesolutions.com/pdf/regulatory/bulletin/CS%20Regulatory%20Bulletin%20May%202024.pdf
https://www.reuters.com/business/energy/us-sets-preliminary-new-duties-solar-imports-southeast-asia-2024-10-01/
https://www.reuters.com/business/energy/us-sets-preliminary-new-duties-solar-imports-southeast-asia-2024-10-01/
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Issue#

2.2a
PJM

Rating

PJM plans to delay its upcoming base
residual capacity auction (BRA) for the
2026/27 delivery year by about six
months to give it time to respond to the
Sierra Club’s complaint at the FERC,
proposing rule changes at the RTO to
allow reliability must-run power plants
in its capacity auctions which would
result in lower prices.

Concerns were also raised by the PJM
market monitor, the Organization of PJM
States, Inc. (OPSI) and the Maryland Public
Service Commission. OPSI protested that
not including Talen Energy’s power plants
designated as Reliability Must Run (RMR)
in the 2026/27 capacity auction will result in
billions in additional capacity costs.

The PJM Power Providers Group (P3),
which represents independent power
producers, also called for capacity market
changes, noting that recent changes to the
demand curve used to set capacity prices
increase the likelihood of “boom/bust”
auction results.

PJM said that the issues raised in the
Sierra Club complaint, as well as from the
other stakeholders, are complex and affect
other aspects of the capacity market
design. The RTO said that it wants to
address capacity market reform holistically
and not just the RMR issue in isolation,
and that the delay will give it time to devise
changes to the capacity construct to
improve market certainty.

Recent capacity price trends

Recall that after the 2025/26 BRA cleared
at $270/MW-day for the RTO (see our
Auqust PJM Capacity Special Report),
PJM said:

“The significantly higher prices in this
auction confirm our concerns that the
supply/demand balance is tightening
across the RTO. The market is sending
a price signal that should incent
investment in resources.”

The declining capacity auction prices over
the past decade, through 2024/25, have
correspondingly resulted in a reduction in
new generation capacity placed in service,
with less than 2 GW of mostly solar
resources in 2024.

Action/Result

How tight is PJM’s supply/demand balance
today?

According to PJM, it had 16 GW of “excess”
capacity in the 2024/25 delivery year, which
provided a degree of reliability cushion.
However, that excess capacity has declined to
just 0.5 GW for the 2025/26 delivery year for a
number of reasons.

What are the next steps?

PJM has filed its request for delay at FERC,
which upon approval, the 2026/27 BRA
(currently scheduled for December 2024) will
likely be delayed until June 2025, while the
2027/28 and 2028/29 BRAs, currently
scheduled for June and December 2025,
respectively, will be pushed back accordingly.

Calpine Energy Solutions will keep you
apprised of further developments as they
become available. Please contact your Calpine
sales representative if you have further
questions.

(See our October 16th Special Report for more
on the capacity auction delay.)

Back to Top
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https://www.calpinesolutions.com/pdf/Supplemental%20Report%20PJM%2025-26%20Capacity%20Results%20-%208.20.2024%20Update.pdf
https://www.calpinesolutions.com/pdf/PJM%2026-27%20Capacity%20Auction%20Delay%20Special%20Report.pdf
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Issue#

2.2b
MISO

Rating

¢ @

FERC approved MISO’s proposal (ER24-
1638), filed in March, to overhaul its
capacity accreditation rules to better
reflect the reliability contributions of
weather-dependent wind and solar
resources, as well as thermal
generators.

The new Direct Loss of Load (DLOL)
method applies a two-step approach, a
forward looking, probabilistic first step and
a historical, deterministic second step:

MISO filed accreditation approach with
FERC as next phase of Resource
Adequacy reform

Step 1) Measures a resource’s expected
marginal contribution to reliability using
Resource Class-level performance during
the loss of load expectation (LOLE)
analysis, including a Monte Carlo
probabilistic simulation using 30 years of
correlated load and weather data;

Step 2) Uses historical resource-level
performance during Tier 1 and Tier 2
Resource Adequacy (RA) hours currently
used under MISO’s Tariff to accredit
individual resources within their respective
Resource Classes.

Action/Result

Those periods are defined as “critical hours”
where available excess generation is less than
or equal to 3% of demand in that hour. The
total number of critical hours has been capped
at 1,950 hours per season.

The DLOL methodology will be implemented
over a three-year transition period, with full
implementation beginning the 2028/29 delivery
year.

According to Bain & Company, data
centers could account for 44% of U.S.
electricity load growth from 2023 to
2028, and some utilities may need to
increase their annual generation by
more than 25% over the next three years
in order to meet rising electricity
demand led by data centers and Al.

Bain: Utilities must reinvent themselves to
harness the Al-driven data center boom

U.S. utilities are facing potentially
“overwhelming demand” after nearly two
decades of stagnant growth, as the late
2022 breakthrough in generative Al
created a boom in data centers, occurring
at the same time electricity demand
increased from reshoring of manufacturing
and vehicle electrification.

Utilities will need to generate 10% to 19%
in additional revenue over their previous
projections, resulting in customer bill
increases by 1% annually—on top of the
7% to 9% bill growth previously forecast
through 2032, according to Bain.

According to EPRI, U.S. data center load is
expected to grow to nearly 21 GW in 2024, up
from 19 GW in 2023 and could consume more
than 9% of U.S. electricity generation by 2030,
double today’s share.

Bain believes that some hyperscale data center
developers will need to invest their own capital
to assist with the grid buildout, as well as build
their own gas-fired generation. Such
generators can then serve the grid as a virtual
power plant or as demand response, providing
secondary value.

(See our January 2022 Requlatory Bulletin, Sec.
2.1h for more on EPRI’s prior load growth forecast.)

Back to Top
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https://cdn.misoenergy.org/Fact%20Sheet%20FERC%20Resource%20Accreditation%20Filing632372.pdf
https://cdn.misoenergy.org/Fact%20Sheet%20FERC%20Resource%20Accreditation%20Filing632372.pdf
https://cdn.misoenergy.org/Fact%20Sheet%20FERC%20Resource%20Accreditation%20Filing632372.pdf
https://www.bain.com/globalassets/noindex/2024/bain_brief_utilities_must_reinvent_themselves_to_harness_the_ai_driven_data_center_boom.pdf
https://www.bain.com/globalassets/noindex/2024/bain_brief_utilities_must_reinvent_themselves_to_harness_the_ai_driven_data_center_boom.pdf
https://www.calpinesolutions.com/pdf/regulatory/bulletin/CS%20Regulatory%20Bulletin%20January%202022.pdf
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Issue#

2.2d
PJM/
OH

Rating

AEP Ohio, PUCO staff, Ohio Consumers’
Counsel (OCC), Ohio Energy Group,
Ohio Partners for Affordable Energy,
and Walmart asked the Public Utilities
Commission of Ohio (PUCO) to approve
a settlement agreement that sets terms
and conditions for connecting data
centers to the grid—and reject an earlier
proposal made by Amazon, Google,
Microsoft, Meta, and Constellation.

The OCC said the settlement protects Ohio
utility ratepayers from footing the bill for
data center expansion.

PG: AEP Onhio reaches potential settlement
on contested data center proposal

The AEP Ohio-led settlement agreement
requires data centers larger than 25 MW to
pay for at least 85% of the energy they
expect to need, even if they use less (i.e.
demand charge), to cover the cost of
infrastructure needed to deliver electricity
to the facilities. It also requires data
centers to show they are financially viable,
pay an exit fee if their project is canceled
or they can’t meet obligations of their
electric service agreement (ESA), which
can be as long as 12 years, including a 4-
year ramp-up period.

The agreement differs from the Amazon-
led proposal in that the latter agreement’s
contractual term is shorter and its exit fees
and demand charges are lower.

Action/Result

The PUCO decision comes as U.S. utilities are
facing an increasing number of data center
interconnection requests that are also growing
in size.

Indiana Michigan Power, an AEP utility,
estimates that hyperscale data centers will
use 35 million MWh annually by 2030,
compared to 32 million MWh annual load
from current residential load.

According to an EPSA survey, about 60% of
utilities said they have service requests from
data centers with demand greater than 500
MW and 48% have received requests for
facilities with demand larger than 1 GW. Almost
half of the 25 utilities surveyed have data
center requests that exceed 50% of their
system peak demand.

Back to Top
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https://www.power-grid.com/policy-regulation/aep-ohio-reaches-potential-settlement-on-contested-data-center-proposal/
https://www.power-grid.com/policy-regulation/aep-ohio-reaches-potential-settlement-on-contested-data-center-proposal/
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2.4 Ancillary Services

Issue# Rating Action/Result

FERC issued a rule that bars payments | Generating facilities must either produce or | FERC Chairman Phillips said, “This is about
to generation plants for reactive power |absorb reactive power for the transmission | affordability and we’re doing all that we can to
within the standard power factor range. |system to maintain required voltage levels. |address prices for consumers.”

As a result, generators who provide Only PJM, ISO-NE and NYISO pay

:::itrle\:’:s‘:;::i;vr\:“Ir‘:)r\:li)c;:)rea‘;ilsd::'hen generators for reactive power. The PJM
P market monitor said the 1ISO paid

ﬁ'g::;i:;gfar';'::t‘;°“ts'de the generators $388 million in 2023 for
ge. reactive capability, while NYISO and ISO-

. MB: FERC ends reactive power NE paid $75 million and $18 million,
\/ compensation respectively.

2.4a
FERC | $-
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https://www.mayerbrown.com/en/insights/publications/2024/10/ferc-ends-reactive-power-compensation
https://www.mayerbrown.com/en/insights/publications/2024/10/ferc-ends-reactive-power-compensation
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2.6 Industry Development

Issue# Rating Action/Result
In March, the 130-MW South Fork Wind

Eversource said that with the sale, it has

Eversource Energy completed the sale

of its 50% interest in South Fork Wind offshore wind project became the first divested all ownership interest in the offshore
and Revolution Wind offshore wind utility-scale offshore wind farm in the U.S. |wind business. The company sold its 50%
projects to Global Infrastructure to complete construction. The 704-MW stake in an uncommitted lease area offshore
Partners’ Skyborn Renewables for $745 | Revolution Wind project is expected to be | Massachusetts to Orsted for $625 million in
million, taking a net loss of $520 million |fully operational and deliver power to 2023.
for the third quarter of 2024. Rhode island and Connecticut by 2026. E o .

versource said it is committed to operate as a
Offshore: Eversource Energy exits offshore pure-play regulated pipes and wires utility
wind business going forward.

2.6a
Uu.S./
osw
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https://www.offshore-mag.com/renewable-energy/news/55233455/eversource-energy-eversource-energy-exits-offshore-wind-business
https://www.offshore-mag.com/renewable-energy/news/55233455/eversource-energy-eversource-energy-exits-offshore-wind-business
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3.0 Contact Information

Calpine Energy Solutions Regulatory Contacts:
Becky Merola, Regulatory Policy, East, 614-558-2581 (mobile)
Clint Sandidge, Regulatory Policy, ERCOT, Midwest, 713-361-7717 (office)

o Greg Bass, Regulatory Policy, West, 619-684-8199 (office)
e Jung Suh, ISO Analytics, 610-717-6472 (mobile)

Public/ISO Regulatory Contacts:
« PJM - http://pjm.com/about-pjm/who-we-are/contact-us.aspx
e MISO - https://www.misoenerqgy.org/AboutUs/ContactUs/Pages/ContactUs.aspx
« NEISO - http://iso-ne.com/contact/contact us.jsp
« NYISO - http://www.nyiso.com/public/markets operations/services/customer support/index.jsp
« ERCOT - http://ercot.com/about/contact/
o« CAISO - http://www.caiso.com/Pages/ContactUs.aspx
o Public Utilities Commission - http://www.naruc.org/commissions/

Disclaimer: This report is provided to the intended recipients for informational purposes only, and is provided ‘as is’, and is not guaranteed to be accurate, or free from errors or omissions. The information, opinions,
estimates, projections, and other materials contained herein are subject to change without notice. Any pricing contained herein is indicative only, and this report does not constitute an offer to buy or sell. Some of
the information, opinions, estimates, projections, and other materials contained herein have been obtained from various sources (e.g., publicly available information, internally developed data, and other third-party
sources, including, without limitation, exchanges, news providers, and market data providers), believed to be reliable, and to contain information and opinions believed to be accurate and complete, however, Cal-
pine Energy Solutions, LLC, (“Solutions”) has not independently verified such information and opinions; makes no representation or warranty, express or implied, with respect thereto (any and all of which are ex-
pressly disclaimed); takes no responsibility for any errors and omissions that may be contained herein, whether attributable to itself or others; and disclaims all liability whatsoever for any loss arising whether direct,
indirect, incidental, consequential, special, exemplary or otherwise, including any lost profits, from any use of or reliance on the information, opinions, estimates, projections, and other materials contained herein,
whether relied upon by the intended recipient or any third party. Any reliance on, and/or any and all actions and judgments made based on it are recipient’s sole responsibility, and at its sole risk. This report, the
information, opinions, estimates, projections and other materials contained herein (except for certain forecast maps obtained from the National Oceanic and Atmospheric Administration, a U.S. governmental agen-
cy, for which no copyright protections exist), shall remain the sole and exclusive property of Solutions, all rights reserved. This report may not be used, reproduced, disseminated, sold, distributed, transmitted, pub-
lished or circulated in any manner or for any purposes — all of which are expressly forbidden — without the prior express written consent of Solutions, in its sole discretion, and/or any relevant source, as may be appli-
cable. Solutions and/or its affiliates may deal as principal in the products (including, without limitation, any commodities or other financial instruments) referenced herein. Information not reflected herein may be
available to Solutions.
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http://pjm.com/about-pjm/who-we-are/contact-us.aspx
http://pjm.com/about-pjm/who-we-are/contact-us.aspx
http://pjm.com/about-pjm/who-we-are/contact-us.aspx
http://www.nyiso.com/public/markets_operations/services/customer_support/index.jsp
http://ercot.com/about/contact/
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