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Vistra Energy Finds Federal Energy Regulatory
Commission's Order on the PJM Capacity
Auction to Be Just, Reasonable, and Protective
of Competitive Markets
Company supports the order, which ensures fair and equitable
treatment of all market participants
IRVING, Texas, Dec. 30, 2019 /PRNewswire/ — Vistra Energy (NYSE: VST) After thorough review of the Federal
Energy Regulatory Commission's order on the PJM capacity auction rules, Vistra Energy (NYSE: VST) supports the
reasoned action that directs PJM to reform its capacity auction to address the anti-competitive effects statesubsidized resources have on the ability of the capacity market to function properly. While the order allows certain
exemptions, it strikes the right balance by specifically directing PJM to establish a minimum capacity offer price for all
state-subsidized resources equal to the net cost of entry for new resources and the net avoidable cost rate for
existing resources. FERC initiated the proceeding to reform PJM's capacity market in a June 2018 order that rejected
two PJM proposals for capacity market reform, finding PJM's existing capacity auction rules unjust and unreasonable
as a result of the price-suppressive impact of state subsidies.
"We are pleased FERC has resolved the regulatory uncertainty hanging over the PJM markets. We applaud the
Commission for directing reforms that preserve the integrity of competitive markets and will provide the confidence
in the PJM capacity auction process necessary to support investment in a balanced set of resources to maintain
electric reliability," said Curt Morgan, president and chief executive officer of Vistra. "We recognize that some will
initially react negatively to the FERC order; however, as they evaluate options, we hope they take into account the
tremendous savings their constituents have realized over the years from the competitive PJM markets and recognize
that FERC must ensure fair and equitable treatment for all market participants. Vistra supports states developing
energy policies, but the company does not support exercising those policy decisions in a way that distorts competitive
pricing."
Morgan continued, "It seems most of the energy policy objectives relate to climate change and we believe there is a
better path forward to achieve these objectives – one that is market-based, does not disrupt competitive market
dynamics, and provides a level playing field. As we recently announced, Vistra supports an economy-wide, national or
regional carbon abatement program with a dividend as the most effective and equitable mechanism to promote the
reduction of greenhouse gas emissions. This kind of approach would allow companies to make strategic choices about
their assets based on a uniform set of rules and transparent pricing and would eliminate the need for subsidies that
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are the focus of FERC's reforms. We encourage states to work expeditiously to adopt and enhance market-based
carbon abatement programs, and we look forward to participating in that process."
Vistra believes the FERC order is appropriate for the following reasons:
•

•

•

•

•

•

The order is technology agnostic and is not directed to bolster fossil fuels. The order is about fair and
equitable competitive outcomes and a capacity market free of price distortions prompted by state subsidies.
In the first instance, FERC's statutory mandate is to ensure that its markets are producing prices that are just
and reasonable, and not unduly discriminatory. The order acknowledges that states and companies have
already made certain investment decisions under previous Commission guidance by grandfathering the
treatment of those resources, while putting new rules in place to ensure that state subsidies will not
undermine competitive market outcomes. Notably, new natural-gas fired resources, even if not subsidized,
continue to be subject to the minimum offer price rule.
The order preserves states' rights to direct energy policies. Existing state-subsidized resources can continue
to participate in power markets, but must offer into the capacity markets at their "go-forward" costs without
the effect of subsidies – just like any other competitive market. It is also notable that the order does not have
any impact on how state-subsidized resources may participate in PJM's energy and ancillary services markets.
Approximately half of the states in the PJM market have competitive, not regulated, power generation
sectors and the governance, oversight, and enforcement of the market should be directed accordingly.
There is an alternative mechanism to participate in the PJM market, but market participants will still need
to show that load will be reliably served. There has been considerable discussion about states exiting PJM or
electing to implement some form of an alternative participation in PJM through the existing Fixed Resource
Requirement (FRR) rules. Vistra's understanding of the FRR rules is that PJM will require entities exercising
the FRR option to show that their FRR plan will ensure load can continue to be served reliably, that
competitive retail suppliers will retain the right to provide capacity for their own customers within an FRR
area, and that competitive generators cannot be compelled to participate in an FRR plan. Further, FERC's
affiliate abuse rules will continue to govern sales by generators to affiliated load-serving entities serving
captive customers. States should carefully consider the full implications of any decision to exit from the PJM
market, since such a response, including through FRR, will result in considerable costs, the potential loss of a
state's proportional share of an estimated $3–$4 billion per year of cost savings for consumers created by the
PJM wholesale markets, and require a five-year election period. Vistra believes that clarifications of the
existing FRR rules by PJM, and possibly FERC, are likely warranted.
The order preserves the ability for cost-competitive generation resources to participate in the capacity
market. Another important facet of the FERC order concerns the directive to set the price floor for existing
generation resources with state subsidies using the net avoidable cost rate, which effectively represents the
"go-forward" costs of those resources. If a resource is economic without a subsidy, it will be able to bid into
and clear the capacity market auction. The unit-specific review process and having PJM and the Independent
Market Monitor's opinion on a subsidized resource's costs, will provide discipline for resource owners who
represent to the state that they are uneconomic in order to secure a subsidy.
The order is fair and restores a level playing field for all resources. Allowing a subsidized resource to
participate in the capacity market at prices lower than its actual costs creates an unfair preference over
resources that compete without subsidies. Given current technology, dispatchable resources are critical to
maintaining reliability in PJM and they will be needed even more as the proportion of intermittent
renewables increases as evidenced recently in the renewable-heavy markets of California Independent
System Operator (CAISO) and Electric Reliability Council of Texas (ERCOT). By addressing price suppression in
the capacity market, the order allows the market to compensate these dispatchable resources appropriately
and ensures that the market, rather than specific state policies, provides the incentives for meeting system
needs.
The order will drive appropriate capacity prices, not drastic cost increases. The analyses claiming that the
order will result in billions of dollars of increased costs is based on the assumption that subsidized market
outcomes are appropriate even though FERC has found those market outcomes unjust and unreasonable.
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These analyses support the very market abuse that the FERC order is trying to alleviate and to use their
results as support against the order is flawed and misleading.
The order leaves open the door for a market-based carbon abatement solution. While many states have
enacted policies directed toward climate change and the power sector, FERC is under no such directive.
However, FERC must attempt to balance state energy policies with the charge to ensure just and reasonable
wholesale electric markets. Vistra continues to believe that the most effective and equitable manner to
create that balance is an economy-wide, market-based pricing system that places an adequate cost on
carbon, coupled with a dividend. Such a system can work in tandem with the PJM wholesale markets and
ease the cost to certain consumers while preserving the strengths of the U.S. economy. Vistra is prepared to
engage with federal and state policymakers and regulators on this approach.

The PJM capacity market order is a balanced approach to a very complex and hyper-politicized matter that will
preserve the competitive markets, which have protected electric consumers and provided billions of dollars of
savings, and ensure that rates are just and reasonable for all market participants, regardless of their fuel source.
The order and an effective carbon abatement program can be a powerful combination bridging power markets to
a new future. We look forward to working with PJM and stakeholders as this order is implemented.
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About Vistra Energy
Vistra Energy (NYSE: VST) is a premier, integrated, Fortune 350 energy company based in Irving, Texas, providing essential resources for
customers, commerce, and communities. Vistra combines an innovative, customer-centric approach to retail with safe, reliable, diverse,
and efficient power generation. The company brings its products and services to market in 20 states and the District of Columbia, including
six of the seven competitive retail markets in the U.S. and markets in Canada and Japan, as well. Serving nearly 5 million residential,
commercial, and industrial retail customers with electricity and gas, Vistra is the largest competitive residential electricity provider in the
country and offers over 40 renewable energy plans. The company is also the largest competitive power generator in the U.S. with a
capacity of approximately 39,000 megawatts powered by a diverse portfolio of natural gas, nuclear, coal, solar, and battery energy storage
facilities. In addition, the company is a large purchaser of wind power. The company is currently developing the largest battery storage
system of its kind in the world – a 300-MW/1,200-MWh system in Moss Landing, California. Vistra is guided by four core principles: we do
business the right way, we work as a team, we compete to win, and we care about our people, our neighbors, and our stakeholders. Learn
more about Vistra’s environmental, social, and governance efforts and read the company’s sustainability report at
https://www.vistraenergy.com/sustainability/.

Cautionary Note Regarding Forward-Looking Statements
The information presented herein includes forward-looking statements within the meaning of the Private Securities Litigation Reform Act
of 1995. These forward-looking statements, which are based on current expectations, estimates and projections about the industry and
markets in which Vistra Energy Corp. (“Vistra Energy”) operates and beliefs of and assumptions made by Vistra Energy’s management,
involve risks and uncertainties, which are difficult to predict and are not guarantees of future performance, that could significantly affect
the financial results of Vistra Energy. All statements, other than statements of historical facts, that are presented herein, or in response to
questions or otherwise, that address activities, events or developments that may occur in the future, including such matters as activities
related to our financial or operational projections, projected synergy, value lever and net debt targets, capital allocation, capital
expenditures, liquidity, projected Adjusted EBITDA to free cash flow conversion rate, dividend policy, business strategy, competitive
strengths, goals, future acquisitions or dispositions, development or operation of power generation assets, market and industry
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developments and the growth of our businesses and operations (often, but not always, through the use of words or phrases, or the
negative variations of those words or other comparable words of a future or forward-looking nature, including, but not limited to,
"intends," "plans," "will likely," "unlikely," “believe,” "expect," “seek,” "anticipate," "estimate," “continue,” “will,” “shall,” "should," “could,”
"may," “might,” “predict,” "project," “forecast,” "target," “potential,” “forecast,” "goal," "objective," “guidance” and "outlook"),are
forward-looking statements. Readers are cautioned not to place undue reliance on forward-looking statements. Although Vistra Energy
believes that in making any such forward-looking statement, Vistra Energy’s expectations are based on reasonable assumptions, any such
forward-looking statement involves uncertainties and risks that could cause results to differ materially from those projected in or implied
by any such forward-looking statement, including but not limited to (i) adverse changes in general economic or market conditions
(including changes in interest rates) or changes in political conditions or federal or state laws and regulations; (ii) the ability of Vistra Energy
to execute upon the contemplated strategic and performance initiatives (including the risk that Vistra Energy’s and Dynegy’s respective
businesses will not be integrated successfully or that the cost savings, synergies and growth from the merger will not be fully realized or
may take longer than expected to realize); (iii) actions by credit ratings agencies, (iv) with respect to the Crius acquisition, the ability for
Vistra to successfully integrate the Crius business as currently projected, and (v) those additional risks and factors discussed in reports filed
with the Securities and Exchange Commission (“SEC”) by Vistra Energy from time to time, including the uncertainties and risks discussed in
the sections entitled “Risk Factors” and “Forward-Looking Statements” in Vistra Energy’s annual report on Form 10-K for the year ended
December 31, 2018 and any subsequently filed quarterly reports on Form 10-Q.
Any forward-looking statement speaks only at the date on which it is made, and except as may be required by law, Vistra Energy will not
undertake any obligation to update any forward-looking statement to reflect events or circumstances after the date on which it is made or
to reflect the occurrence of unanticipated events. New factors emerge from time to time, and it is not possible to predict all of them; nor
can Vistra Energy assess the impact of each such factor or the extent to which any factor, or combination of factors, may cause results to
differ materially from those contained in any forward-looking statement.

