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Cautionary Statement BTU Analytics

AFACTSET Company

DISCLAIMER. THIS REPORT IS FURNISHED ON AN “AS IS”BASIS. BTU Analytics, LLC DOES NOT WARRANT THE ACCURACY OR CORRECTNESS
OF THE REPORT OR THE INFORMATION CONTAINED THEREIN. BTU Analytics, LLC MAKES NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE
USE OF ANY INFORMATION CONTAINED IN THIS REPORT IN CONNECTION WITH TRADING OF COMMODITIES, EQUITIES, FUTURES, OPTIONS
OR ANY OTHER USE. BTU Analytics, LLC MAKES NO EXPRESS OR IMPLIED WARRANTIES AND EXPRESSLY DISCLAIMS ALL WARRANTIES OF
MERCHANT- ABILITY OR FITNESS FOR A PARTICULAR PURPOSE.

RELEASE AND LIMITATION OF LIABILITY: IN NO EVENT SHALL BTU Analytics, LLC BE LIABLE FOR ANY DIRECT, INDIRECT, SPECIAL,
INCIDENTAL, OR CONSEQUENTIAL DAMAGES (INCLUDING LOST PROFIT) ARISING OUT OF OR RELATED TO THE ACCURACY OR CORRECTNESS
OF THIS REPORT OR THE INFORMATION CONTAINED THEREIN,WHETHER BASED ON WARRANTY, CONTRACT, TORT OR ANY OTHER LEGAL
THEORY.
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* Unlike the rest of Texas, electricity demand (load) in
West Texas has been closely tied to Permian oil and gas
production. Load has tripled over the last 10 years as
Permian production has grown.

* Over the next 5 years, the Permian is expected to
increase oil production by 2 MMb/d and gas production
by 8 Bcf/d. These increases in production will continue
to cause concentrated pockets of electricity demand in
West Texas.

* In response to concentrated load, quality renewable
resource, and transmission buildout, developers have
targeted West Texas and developed about 11 GW of
wind and solar capacity. That accounts for a third of
ERCOT’s renewable buildout.

* The concentration of renewable generation has
changed pricing dynamics in ERCOT, leading to lower,
more volatile pricing, which will affect how industry
players execute on their ESG goals.

Source: BTU Analytics



The Permian Basin sits mostly on top of ERCOT’s Far West weather zone BTU Ana[ytics
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ERCOT Modeled Load in the Permian
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Source: BTU Analytics, ERCOT



As Permian oil and natural gas production has boomed, demand for electricity
has gone along with it. Load in the Far West zone has more than tripled in the BT Ana[yﬂcs
last 10 years. AFACTSET Company

Texas Permian Production vs ERCOT Far West Electric Load
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Source: BTU Analytics’ Power View, BTU Analytics” Upstream Outlook, ERCOT



While most areas of ERCOT’s electricity demand is tied to population, the .
Far West has grown with the growth of hydrocarbon production BTU Analytlcs
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Load per Capita in ERCOT Weather Zones
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Source: BTU Analytics’ Power View, ERCOT, US Census



The Permian shows similar concentrated pockets of electric demand that .
g BTU Analytics

are seen in populous cities such Houston, Dallas, Austin, and San Antonio
AFACTSET Company

ERCOT Modeled Load

Modeled Load (MW) 150

Note: Modeled load for 9/15/2020, 5PM 7
Source: BTU Analytics’ Power View, ERCOT



Load in the Permian has been centered around drilling activity and .
related infrastructure, such as processing plants BTU AnalyUCS
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ERCOT Modeled Load in the Permian
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Source: BTU Analytics’ Power View, BTU Analytics’ Oil & Gas Economics View, ERCOT



With 20 years of runway left in the Permian, expect load to grow in core .
areas and expand outside of core areas as drilling and infrastructure shift BTU Analytlcs
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ERCOT Modeled Load in the Permian
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Quality solar resource sits near the core of the Permian, so development has been

very active in the area. So much so that today the Far West accounts for about BT Ana[ytics

80% of total ERCOT solar capacity. AFACTSET Company

Operational and Proposed ERCOT Solar Capacity
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Source: BTU Analytics’ Power View
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Operational and Proposed ERCOT Solar Capacity
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Operational and Proposed ERCOT Solar Capacity
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Operational and Proposed ERCOT Solar Capacity
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Operational and Proposed ERCOT Solar Capacity
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Wind development in ERCOT has been focused further to the east and north than .
the Permian. However the Far West still accounts for a quarter of total ERCOT wind BT J Ana[yhcs

capacity. AFACTSET Company

Operational and Proposed ERCOT Wind Capacity
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Source: BTU Analytics’ Power View



Renewable penetration in western ERCOT has driven down pricing regionally,
while also contributing to congestion and higher prices in eastern load BTUAna[ytiCS

pockets AFACTSET Company
ERCOT Real Time Power Prices
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Real Time Pricing ($/MW) 5 000

Note: Real time prices for 8/10/2020, 1PM 16
Source: BTU Analytics’ Power View, ERCOT



Renewable penetration in western ERCOT has driven down pricing regionally,
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ERCOT Real Time Power Prices
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Source: BTU Analytics’ Power View, ERCOT



As the industry makes strides towards decarbonization and electrification,
understanding the interplay between commodities markets will be paramount to BT Ana[y'UCS
making investment decisions AFACTSET Company

Natural Gas ERCOT Real Time Power Prices
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* Unlike most of the rest of ERCOT, electricity demand in
West Texas has been closely tied to Permian oil and gas
production. Load has tripled over the last 10 years as
the Permian has grown.

* Over the next 5 years, the Permian is expected to
increase oil production by 2 MMb/d and gas production
by 8 Bcf/d. These increases in production will continue
to cause concentrated pockets of electricity demand in
West Texas.

* In response to concentrated load, quality renewable
resource, and transmission buildout, developers have
targeted West Texas and developed about 11 GW of
wind and solar capacity. That accounts for a third of
ERCOT’s renewable buildout.

* The concentration of renewable generation has
changed pricing dynamics in ERCOT, leading to lower,
more volatile pricing, which will affect how industry
players execute on their ESG goals.
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Contact Us:
720.552.8040
info@btuanalytics.com
165 S. Union Blvd., Suite 410
Lakewood, CO 80228

BTU Analytics provides data-driven, market-risk assessments and due diligence analysis for acquisitions and
divestitures of oil, NGL, and natural gas assets in North America. We utilize our in-depth understanding of
North American energy data to help clients determine the future value of upstream, midstream, and
downstream assets in the face of ever-evolving market conditions.

DISCLAIMER. THIS REPORT IS FURNISHED ON AN “AS IS”BASIS. BTU Analytics, LLC DOES NOT WARRANT THE ACCURACY OR CORRECTNESS OF THE REPORT OR THE INFORMATION CONTAINED THEREIN. BTU Analytics,
LLC MAKES NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE USE OF ANY INFORMATION CONTAINED IN THIS REPORT IN CONNECTION WITH TRADING OF COMMODITIES, EQUITIES, FUTURES, OPTIONS OR ANY OTHER
USE. BTU Analytics, LLC MAKES NO EXPRESS OR IMPLIED WARRANTIES AND EXPRESSLY DISCLAIMS ALL WARRANTIES OF MERCHANT- ABILITY OR FITNESS FOR A PARTICULAR PURPOSE.

RELEASE AND LIMITATION OF LIABILITY: IN NO EVENT SHALL BTU Analytics, LLC BE LIABLE FOR ANY DIRECT, INDIRECT, SPECIAL, INCIDENTAL, OR CONSEQUENTIAL DAMAGES (INCLUDING LOST PROFIT) ARISING OUT OF
OR RELATED TO THE ACCURACY OR CORRECTNESS OF THIS REPORT OR THE INFORMATION CONTAINED THEREIN,WHETHER BASED ON WARRANTY, CONTRACT, TORT OR ANY OTHER LEGAL THEORY.
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