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April 11, 2011 

ELECTRONICALLY SUBMITTED 

Kimberly D. Bose 
Secretary 
Federal Energy Regulatory Commission 
888 First Street, N.E. 
Washington, D.C. 20426 

Re: New York Independent System Operator, Inc.’s Informational Report on Efforts 
to Develop Rules Addressing Compensation to Generators that Are Determined to 
be Needed for Reliability; Docket No. ER10-2220-___. 

 
Dear Secretary Bose: 

In accordance with paragraph 54 and ordering paragraph “(C)” of the Federal Energy 
Regulatory Commission’s (“Commission’s”) October 12, 2010 Order On Proposed Mitigation 
Measures in Docket No. ER10-2220-000 (“Order”),1 the New York Independent System 
Operator, Inc. (“NYISO”), hereby submits this First Informational Report on Efforts to Develop 
Rules Addressing Compensation to Generators that Are Determined to be Needed for Reliability 
(“Informational Report”).  In footnote 44 of its Order the Commission stated that it does not 
intend to issue public notices, accept comments, or issue orders on this Informational 
Report. 

Paragraph 54 of the Order stated, in part, as follows: 

Because fixed cost recovery issues do not go to whether NYISO’s mitigation 
proposal is in itself just and reasonable, this proceeding is not the appropriate 
forum in which to raise such issues.  Further, commenters do not present factual 
evidence that demonstrates that market participants generally will be unable to 
recover their costs due to application of the proposed mitigation provisions.  We 
note, however, that the NYISO Board of Directors, in its July 29, 2010 decision 
on the appeal of the NYISO Management Committee’s adoption of the instant 
mitigation proposal, directed NYISO management to work with stakeholders to 
examine the generation owners’ claims that existing cost recovery mechanisms 
are inadequate and to review the process that evaluates permanent solutions to 
reliability problems.  Accordingly, we believe the better course is to await the 
outcome of the stakeholder process as directed by the NYISO Board of Directors.  
In this regard, we direct NYISO to file status reports every 180 days beginning 
180 days from the date of this order for informational purposes only.44 

                                                 
1 New York Independent System Operator, Inc., 133 FERC ¶ 61,030. 
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44 The Commission does not intend to issue public notices, accept comments, or 
issue orders on such informational filings. 

In compliance with the cited sections of the Order, the NYISO submits this Informational 
Report. 

 

I. Documents Submitted 
 

1. This Informational Report; 
 
2. A February 10, 2011 presentation by Shaun Johnson, Manager Energy Market 

Products, to the NYISO’s Market Issues Working Group titled Reliability 
Resource Presentation (“Attachment A”);  

 
3. Three sets of comments on the NYISO proposal included in Attachment A that 

were submitted by the New York State Department of Public Service Staff, the 
New York Transmission Owners and Multiple Intervenors; also, an alternative 
proposal submitted by the Independent Power Producers of New York (“IPPNY”) 
(“Attachment B”); and 

 
4. A March 31, 2011 presentation by Shaun Johnson, Manager Energy Market 

Products, to the NYISO’s Market Issues Working Group, also titled Reliability 
Resource Presentation (“Attachment C”). 

 

II. Informational Report 

A. NYISO’s Initial Proposal 

The NYISO carefully reviewed the issues raised in the comments, protests and rehearing 
requests submitted in this Docket and in Docket No. ER09-1682, along with the feedback it 
received from its stakeholders, and used that information to develop an initial proposal for 
temporarily compensating generators that are planning to retire, but are needed for reliability to 
ensure they are able to recover their going-forward fixed costs.  Only Generators that are 
determined to be needed for reliability would be eligible for compensation under the NYISO’s 
proposal.  Generators that are eligible for compensation would only receive compensation under 
the NYISO’s interim measure until such time as (1) an alternative solution is developed and 
implemented, or (2) the resource is formally adopted as a Gap Solution under Attachment Y to 
the NYISO’s Open Access Transmission Tariff (at which time a rate would be determined 
consistent with the Attachment Y rules).  The NYISO shared this initial proposal with its 
stakeholders at a Market Issues Working Group (“MIWG”) meeting that was held on 
February 10, 2011.   
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Following the MIWG discussions, the NYISO encouraged stakeholders to provide 
comments on its initial proposal.  The comments that the NYISO received (from both load and 
suppler representatives) were critical of the NYISO’s proposal for several reasons.  The written 
comments that the NYISO received are included in Attachment B to this Informational Filing.  In 
lieu of submitting comments, IPPNY presented an alternative draft proposal to the NYISO that it 
believed addressed many of the concerns expressed, both in oral comments at the February 10 
MIWG, and in the attached written comments.  As explained below, IPPNY’s draft proposal was 
presented to the NYISO’s stakeholders at the MIWG meeting that was held on March 31, 2011. 

B. March 31, 2011 MIWG Meeting/IPPNY Draft Proposal 

While the NYISO prepared the presentation included as Attachment C for presentation at 
the March 31, 2011 MIWG meeting, most of the discussion at the meeting occurred between 
stakeholder representatives.  Representatives of the supplier sector asked load-side 
representatives about the reasons for their criticism of various aspects of the NYISO’s draft 
proposal.  Representatives of New York loads provided detailed responses to the suppliers’ 
questions.  When the presenter got to the summary of IPPNY’s proposal (which was being 
shared with the load-side interests for the first time), IPPNY and other supplier-side 
representatives explained their reasoning and concerns to the load-side representatives.  The New 
York State Department of Public Service Staff also participated actively in the MIWG 
discussion. 

The discussion that occurred at the March 31, 2011 MIWG meeting was a constructive 
effort by divergent interests (suppliers and loads) to arrive at a common ground.  While load-side 
interests expressed concerns with IPPNY’s proposal, and there are areas where agreement has 
not been reached, the NYISO Staff believes further progress may be possible.  NYISO Staff was 
encouraged by the tone of the discussions, which was clearly focused on better understanding the 
opposing positions; not restating past arguments. 

C. Next Steps 

This issue will next be discussed at a joint MIWG/Electric System Planning Working 
Group (“ESPWG”) meeting that will be held in May.  Load-side representatives have 
encouraged IPPNY to pull together a more concrete and fleshed-out proposal for the upcoming 
joint meeting.  IPPNY’s efforts to develop a universally acceptable proposal will, almost 
certainly, be assisted by information provided at the March 31, 2011 MIWG meeting.  In 
addition, the NYISO Staff will make itself available to review and provide comments on 
IPPNY’s proposal in advance of the joint meeting.  

 



Federal Energy Regulatory Commission 
Hon. Kimberly D. Bose 
April 11, 2011 
Page 4 
 

 
III. Communications 

 
 Communications and correspondence regarding this Informational Report and future 
informational reports in this Docket should be directed to: 
 

Rana Mukerji, Senior Vice President of Market Structures 
Robert E. Fernandez, General Counsel 
Raymond Stalter, Director—Regulatory Affairs 
*Shaun Johnson, Manager—Energy Market Products 
*Alex M. Schnell 
New York Independent System Operator, Inc. 
10 Krey Boulevard 
Rensselaer, N.Y.  12144 
Tel:  (518) 356-8707 
Fax:  (518) 356-7678 
sjohnson@nyiso.com 
aschnell@nyiso.com 

*Persons designated for receipt of service.  As explained above, the Commission has instructed 
that this Informational Report should not be noticed for comment. 

 

IV. Service 
 

This Informational Report will be posted on the NYISO’s website at www.nyiso.com.  In 
addition, the NYISO will e-mail an electronic link to this Informational Report to the official 
representative of each party to this proceeding, to each of its customers, to each participant on its 
stakeholder committees, to the New York Public Service Commission, and to the New Jersey 
Board of Public Utilities. 
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V. Conclusion 

The NYISO respectfully submits this Informational Report in compliance with the 
Commission’s Order.  For the reasons explained above, the NYISO is hopeful that it will be able 
to develop and submit for the Commission’s consideration tariff revisions that have been 
approved in the NYISO’s stakeholder governance process.  The NYISO’s next informational 
report is due on or about October 11, 2011.   

 

Respectfully submitted, 

 
/s/  Alex M. Schnell    
Rana Mukerji, Senior Vice President of Market Structures 
Robert E. Fernandez, General Counsel 
Shaun Johnson, Manager of Energy Market Products 
Alex M. Schnell 
New York Independent System Operator, Inc. 
 

April 11, 2011 

 



 

CERTIFICATE OF SERVICE 

 

 I hereby certify that I have this day served the foregoing document upon each person 

designated on the official service lists compiled by the Secretary in this proceeding in accordance 

with the requirements of Rule 2010 of the Rules of Practice and Procedure, 18 C.F.R. 

§ 385.2010. 

 Dated at Rensselaer, New York this 11th day of April, 2011. 

 
 
 /s/  Alex M. Schnell   

Alex M. Schnell 
New York Independent System Operator, Inc. 
10 Krey Boulevard 
Rensselaer, New York 12144 
518-356-8707 

 
 

 



 

 
 
 
 
 
 
 

Attachment A 
 
 

NYISO February 10, 2011 Presentation to the  
Market Issues Working Group  

Titled Reliability Resource Compensation 
 
 
 

 



Reliability Resource 
Compensation

Shaun Johnson
Manager, Energy Markets Products 
New York Independent System Operator

Market Issues Working Group
Krey Corporate Center
February 10, 2011



2© 2000-2009 New York Independent System Operator, Inc. All Rights Reserved.

Agenda
Background
Purpose
Details of Proposal

Qualification
Compensation

Transparency
Next Steps
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Background
July 07, 2010 NYISO presentation
NYISO rest of state reliability mitigation filing
BOD comments for NYISO to investigate fixed 
costs
FERC response to ROS filing
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Purpose of Proposal

This proposal is intended to address a 
potential bridge payment to units needed for 
reliability, by creating an interim payment for 
services provided.
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Qualifications for Consideration

In order for a resource to be eligible for this 
payment it must meet three sets of criteria.

Needed for reliability
Financial certification by resources
Agree to compliance obligations
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Qualifications for Consideration: Needed for reliability

NYISO will determine if a unit is needed for 
reliability by conducting a NYCA study and 
coordinating the study with the local 
Transmission Owner if the need is for local 
reliability issues.

Resource must request this evaluation via a new 
procedure.
New procedure is a confidential retirement notice to 
the NYISO; prior to any official notice to the PSC.
Study costs would follow the current procedures in 
place today; the requesting resource pays for the 
study. 
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Qualifications for Consideration: 
Certification by resources

The confidential retirement notification and 
request for study must include a certification 
by an officer of the company for the resource 
that:

The unit is not forecasted to recover its going 
forward costs over the next twelve months, nor has 
the unit recovered those costs over the last twelve 
months
The amount needed to recover those costs
Officer must recertify every six months 
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Qualifications for Consideration: Agree 
to compliance obligations

In addition the unit would agree to:
Bid into the DAM, respond to all SRE requests, and 
all other requests from NYISO for reliability

• This would include a penalty for non-compliance

Unit must justify costs requested to the NYSIO’s
Market Monitor

• MMU will validate costs and projections.
• If the NYISO study determines that the Generator is not 

needed for reliability and the resource does not proceed 
with its retirement, the MMU will consider a referral to 
FERC enforcement
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Compensation Details

If the resource is determined to be needed for 
reliability and unable to recover its going-forward fixed 
costs, the NYISO will create a supplemental payment 
for services rendered to the resource via capacity 
payments

Payment will be the difference between the capacity period 
award to the resource and the amount validated by the MMU

• Going forward cost calculations will be similar to the process 
used for buyer side mitigation

• Going forward costs do not include a rate of return, or financing 
costs

Payment will start no more than 60 days after all necessary 
data needed for the reliability study and cost data was 
submitted.  
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Compensation Details - continued

Payment continues until:
Certification period ends
MMU directs the NYISO to modify the payment
The reliability need no longer exists

Payment costs will be allocated in accordance 
with the current reliability payment structures.

Statewide reliability would be charged to statewide 
loads.
Local reliability needs would be charged to the local 
subzone.
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Transparency
NYISO will notice the marketplace when a 
resource is determined to qualify and begins 
receiving payments
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Next Steps
Compile and incorporate feedback from 
today’s MIWG
Seek additional feedback from market 
participants by March 15, 2011.
Return for further discussions to the April 15, 
MIWG.
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The New York Independent 
System Operator (NYISO) is a 
not-for-profit corporation that 

began operations in 1999. The 
NYISO operates New York’s bulk 

electricity grid, administers the 
state’s wholesale electricity 

markets, and conducts 
comprehensive planning for the 
state’s bulk electricity system.

www.nyiso.com
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Presentation Submitted by the New York Department 

of Public Service Staff, the New York Transmission 
Owners and  

Multiple Intervenors 
 
 
 

 



STATE OF NEW YORK DEPARTMENT OF PUBLIC SERVICE 
THREE EMPIRE STATE PLAZA, ALBANY, NY 12223-1350 

www.dps.statc.ny.us 

PUBLIC SERVICE COMMISSION 

GARKY A. BROWN 
Chairinan 

PATRICIA L. ACAMPORA 
MAUREEN F. HARRIS 
ROBERT E. CURRY JR. 
.JAMES L. LAKOCCA 

Cominissioners 

March 17, 2011 

Shaun Johnson 
c/o Leigh Bullock 
New York Independent System Operator, Inc. 
10 Krey Boulevard, Rensselaer, NY 12144 
Sent via E-Mail: lbullock@nyiso.com 

Re: Reliability Resource Compensation 

PETER McGOWAN 
General Counsel 

JACLYN A. BRlLLlNG 
Secre laq~ 

Dear Mr. Johnson: 

The Staff of the New York State Department of 

Public Service (DPS Staff) hereby provides its comments on 

the NYISO1s proposal to establish a "Reliability Resource 

Compensation" mechanism, as detailed in the NYISO's February 

10, 2011 presentation to the Market Issues Working Group 

(MIWG). DPS Staff opposes the NYISO's proposal for the 

following reasons. 

As an initial matter, the NYISO has not established 

any basis for providing additional compensation for generators 

that may be needed for reliability. The NYISO's stated purpose 

for the proposal is to respond to the NYISO Board of Director's 

(NYISO Board) and the Federal Energy Regulatory Commission's 

(FERC) decisions. However, these decisions recognized that 

significant threshold issues existed and that the NYISO needs to 

first work with stakeholders to "examine generation owners1 

claims that existing cost recovery mechanisms are inadequate and 



to review the process that evaluates permanent solutions to 

reliability problems."' It appears that the NYISO has not 

addressed either of these threshold issues, and thus failed to 

provide a basis for its proposal. 

In its decision, the FERC was particularly mindful of 

the lack of support for generators' claims that the existing 

tariff fails to allow for adequate recovery of costs. As the . 

FERC noted, no factual evidence was presented that "demonstrates 

that market participants generally will be unable to recover 

their costs due to application of the proposed mitigation 

 provision^."^ Despite FERC's recognition of the need for 

evidentiary support and the NYISO Board's direction to examine 

generation owners' claims, the NYISO has not presented any 

information or evidence to indicate that generator's claims are 

valid. Because this information is a critical step in 

determining whether a "Reliability Resource Compensation" 

mechanism is even justified, it would be entirely inappropriate 

for the NYISO to accept the generators1 claims without 

conducting an independent and comprehensive inquiry to reach 

findings that are then provided to market participants. 

The NYISO also appears to have inappropriately 

dispensed with the need to review the process that evaluates 

permanent solutions to reliability problems. It is importank to 

recognize that the Comprehensive Reliability Planning Process 

(CRPP) already provides a mechanism to identify any reliability 

needs, while the allocation and recovery of the costs for any 

needed resources is provided for by the FERC or the New York 

1 ER10-2220-000, NYISO, Order on Proposed Mitigation Measures 
(issued October 12, 2010), 1 5 4  (directing the NYISO to file 
progress reports on the stakeholder process for informational 
purposes only) . 

2 '  Id. 



Public Service Commission (NYPSC), depending upon which resource 

is selected. 

The CRPP includes a widely-supported all-resource 

(i.e., generation, transmission, and demand-response) approach 

to ensure an efficient and optimal solution is identified to 

addressing a reliability need. Under the CRPP, the NYISO does 

not determine the particular solutions to such needs. Instead, 

if a need is identified, the responsible Transmission Owner(s) 

(TOs) are required to develop a Reliability Backstop Solution. 

Other developers may also propose Alternate Reliability 

Solutions. The NYPSC then evaluates the competing options and 

selects the solution that best promotes the public interest, 

taking into account various factors such as the timeliness of 

the proposals, their costs, and other public policy 

considerations. 3 

The CRPP also provides for a "Gap Solution" to be 

implemented if a reliability need arises between planning 

cycles. In that case, the responsible TO is expected to propose 

a solution to the identified need until a permanent Reliability 

Backstop Solution can be implemented. Any other party may also 

submit an alternative Gap Solution to the NYISO and DPS Staff 

for consideration, which may include transmission, generation, 

and/or demand response solutions. 

These planning processes dovetail with the NYPSCrs 

requirement that generators planning to retire provide 

sufficient notice to the NYPSC to allow the NYISO and 

appropriate TOs to evaluate whether the proposed retirement 

3 See Case 07-E-1507, Policy Statement on Backstop Project 
Approval Process, February 18, 2009. The Policy statement 
envisions an informal consultation with the responsible TOs 
and the NYDPS Staff, followed by an Article VII process for 
formal selection of an RBS. If there is insufficient time for 
an Article VII process,. the responsible TOs would still be 
expected to take action to ensure reliability, and the NYPSC 
would provide for appropriate cost recovery. 



would give rise to a reliability need. If the retirement 

creates a reliability need, then DPS Staff works with the NYISO, 

the appropriate TOs, and the owner(s) of any resources capable 

of meeting the need to ensure the adequacy of resources. 

Similar to the CRPP, the resources that can satisfy the 

reliability need may include generation, transmission and/or 

distribution, or demand-response. 

The NYISOrs proposal, however, will interfere with and 

undermine the existing CRPP and NYPSC generator retirement 

notification procedures that have worked well to identify and 

address any reliability needs. In addition, by determining 

"need" and deciding which resource(s) will be entitled to 

receive guaranteed rate recovery, the NYISO would be undertaking 

actions akin to a regulatory function that is currently 

performed by the NYPSC. This could create a conflict with the 

NYPSCrs regulatory responsibilities. 

Moreover, because the NYISO1s proposal would make a 

determination regarding a reliability need based on a 

"confidential retirement notification," resources other than 

generation capable of meeting the need would not be identified. 

This would inappropriately discriminate against 

transmission/distribution and demand-response resources, and 

could unnecessarily increase costs for consumers. 

Inexplicably, the NYISO has bypassed stakeholders in 

the Electric System Planning Work Group (ESPWG) that have worked 

extremely hard to develop the existing CRPP, by going directly 

to the MIWG with a proposal that presumes the CRPP is 

inadequate. If the NYISO believes the CRPP is deficient, then 

it should present its findings to the ESPWG for review and 

consideration by stakeholders. 

In addition, there are several issues with the 

mechanics of the NYISOrs proposal that should be properly vetted 

with stakeholders. In particular, stakeholders should address 



the timing of any additional form of compensation. DPS Staff 

maintains that any compensation deemed appropriate e .  the 

generator is determined to be needed for reliability and a 

preferable alternative has not been identified) should not be 

provided until after the generator has filed a notice of 

retirement with the NYPSC and the 90 or 180 day notice period 

has expired. The NYPSC1s notice requirements have been well 

established and generation unit owners are responsible for 

factoring them into any retirement or other operational 

decisions. 

Further, the NYISO should not establish the need for 

additional cost recovery merely because a generating unit has 

not recovered its going forward costs and is not forecasted to. 

Generators often enter into complex financial arrangements, such 

as sale-leaseback arrangements, where a generator may still 

receive financial benefits from keeping a unit operational 

despite the fact that the unit is not recovering its going 

forward costs in the markets. The NYISO should not be placed in 

the position of having to undertake the arduous task of 

examining such complex transactions. 

We urge the NYISO to work with appropriate 

stakeholders to address the threshold issues identified by the 

NYISO Board, and to carefully consider these comments in its 

deliberations. Should you have any questions or would like to 

discuss these matters further, please feel free to contact me at 

(518) 473-8178, or via e-mail at: david - drexler@dps.state.ny.us. 

Very truly yours, 

David G. ~ r e x ~ d r  
Assistant Counsel 



 

March 15, 2011 

 NYISO Proposal For Reliability Resource Compensation 

Comments Submitted on Behalf of the New York Transmission Owners, 
LIPA, and NYPA (the NYTOs)  

 

1.   The NYISO staff proposal states that “it is intended to address a potential bridge 

payment to units needed for reliability by creating an interim payment for services provided.”  

The staff proposal is fatally defective in that it fails to define the problem it purports to address, 

and because it is presented without any reference to the Comprehensive Reliability Planning 

Process (CRPP), which provides a comprehensive structure to address reliability needs. 

2. Neither the NYISO Board nor FERC requested the NYISO staff to develop an 

interim payment procedure for generators contemplating retirement.  Instead, the NYISO Board 

and FERC both indicated, in response to complaints by certain suppliers, that the NYISO 

stakeholder process should examine claims that existing cost recovery mechanisms are 

inadequate and review the adequacy of the existing Attachment Y Gap Solution process.1  That 

should be the initial focus of the stakeholder process. 

3. Any proposal to permit a supplier to recover an out-of-market payment in order to 

maintain reliability must be considered in the context of the NYISO’s CRPP.  The CRPP 

currently provides a comprehensive process for the development and consideration of solutions 

to meet reliability needs.  For example, §31.2.5.9 of Attachment Y, Gap Solutions, includes the 

following provisions: 

                                                 
1  NYISO Board of Directors’ Decision on the Appeal regarding Rest of State Mitigation, Issued on July 29, 
2010.  FERC Order in Docket  No. ER10-2220-000, Issued October 12, 2010. 
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 If the NYISO determines that neither market-based proposals nor regulated 
proposals can satisfy a reliability need in a timely manner, the NYISO will set 
forth its determination that a Gap Solution is necessary in the CRPP.   The 
NYISO will also request the appropriate Transmission Owner or Transmission 
Owners to seek a Gap Solution.  Gap Solutions may include a generation, 
transmission or demand-side resource.  ***  If there is an imminent threat to the 
reliability of the New York power system, the NYISO Board, after consultation 
with the NYDPS, may request the appropriate Transmission Owner or 
Transmission Owners to propose a Gap Solution outside the normal planning 
process.  ***  The Responsible Transmission Owner will propose such a solution 
as soon as reasonably possible, for consideration by the NYISO and the NYDPS.  
***  Any party may submit an alternative Gap Solution proposal to the NYISO 
and NYDPS for their consideration.  The NYISO shall evaluate all Gap Solution 
proposals and determine whether they will meet the Reliability Need or imminent 
threat.  The NYISO will report the results of its evaluation to the party making the 
proposal as well as to the NYDPS and/or other appropriate governmental 
agency(ies) or authority(ies) for consideration in their review of the proposals.  
The appropriate governmental agency(ies) and/or authority(ies) with jurisdiction 
over the implementation or siting of Gap Solutions will determine whether the 
Gap Solution or an alternative Gap Solution will be implemented to address the 
identified Reliability Need. 

4. The NYISO tariff currently provides for the consideration of all potential 

solutions to address an identified reliability need, including generation, transmission and demand 

response.  Under the CRPP, a retiring generator is not entitled to out-of-market compensation, 

unless it has been demonstrated that its retirement will create a reliability need and its continued 

operation is found to be the best solution to the reliability need.  The PSC conducted an extensive 

proceeding specifically designed to establish procedures that would be used to implement a 

regulated reliability solution, and to determine which proposal should go forward if there are 

competing proposals (PSC Policy Statement on Project Cost Recovery and Allocation, April 24, 

2008).  It is clear that under the procedures adopted by the PSC proposals for a regulated 

generation reliability solution may be proposed by the Responsible TO or any other party, and 

will be considered. 
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5. No party has thus far explained why the current reliability planning process would 

not adequately address a reliability need that may be created by the retirement of a generator.  

The staff proposal appears to assume that the continued operation of the retiring generator is the 

only or the best solution to address the presumed reliability need, without any discussion of the 

existing process in which alternative solutions are considered and a determination is made by the 

appropriate jurisdictional entities as to which solution should be implemented. 

6. The proposal for a confidential retirement notice by a generator is both infeasible 

and fundamentally inconsistent with the CRPP.  Once it is determined that regulated reliability 

solution is required, there must be an open process to determine which of the available reliability 

solutions is in the public interest.  Trying to conduct a process to provide out-of-market 

compensation for a generator in secret is not workable or appropriate. 

7. Any proposal for a generator to be paid out-of-market revenues in order to 

maintain reliability must clearly provide that the generator would not be able to also gain 

revenues from participation in the competitive market in addition to the out-of-market revenues 

determined necessary for its continued operation (i.e., the generator should be paid a cost-of-

service rate). 

8. It also should be noted that NYISO and TO consideration of the retirement of 

pivotal generators is not limited to gap solutions.  It is not reasonable to assume, therefore, that 

the retirement of a generator, even one that on occasion has been called upon to run for reliability 

purposes, will create a reliability problem that cannot otherwise be addressed by the appropriate 

TO. 
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9. Any further consideration of the NYISO staff proposal should be at joint 

ESPWG/MIWG meetings as was agreed to when similar issues were considered in the past. 

103533 
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NYISO March 31, 2011 Presentation to the  
Market Issues Working Group  

Titled Reliability Resource Compensation 
 
 
 
 



Reliability Resource 
Compensation

Shaun Johnson
Manager, Energy Markets Products 
New York Independent System Operator

Market Issues Working Group
Krey Corporate Center
March 31, 2011
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Agenda
Review History
Review Comments 
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Next Steps
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Previously
NYISO presented a concept for consideration 
at the 02/10/2011 MIWG and solicited 
feedback by 03/15/2011
This proposal focused on a new process prior 
to the Attachment Y retirement process:

Qualifications
• Needed for reliability
• Financial certification by resources
• Agree to compliance obligations

Compensation
• Going forward costs

Transparency
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History continued
Written comments on the proposal were 
submitted from three entities

Multiple Interveners (MI)
NY Department of Public Service
New York Transmission Owners, LIPA, and NYPA 
(NYTOs)

An alternative proposal was submitted from 
IPPNY
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MI Comments
1. No demonstration that bridge payments are needed.
2. Could create a strain on NYISO and TO resources 

for unnecessary studies.
3. The NYISO’s purpose is not to protect existing 

generation facilities or support the continued 
operation of uneconomic facilities.

4. The NYISO should be transparent and avoid 
payments on confidential notices.

5. The NYISO should not play the role of a financial 
auditor of a generation facility.

6. This process could lead to the NYISO favoring 
existing generation facilities over alternatives.

7. The NYISO should terminate consideration of this 
proposal.
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NY PSC Comments
1. The NYISO has failed to provide a basis that the need exists for its 

proposal.
2. The NYISO has not presented any information or evidence to indicate 

the generator’s claims are valid.
3. The NYISO dispensed with the need to review the process that 

evaluates permanent solutions to reliability problems.
4. Proposal would undermine the existing CRPP and NYPSC generator 

retirement notification procedures, which have worked well.
5. This could create a conflict with the NYPSC’s regulatory 

responsibilities.
6. Could inappropriately discriminate against other solutions and 

unnecessarily increase costs for consumers.
7. NYISO bypassed ESPWG, which developed the existing CRPP. This 

discussion should be presented to the ESPWG for review and 
consideration.

8. Compensation should not be awarded until after the generator has filed 
a notice of retirement with the NYPSC and the appropriate notice
period has expired.

9. The NYISO should not be placed in the position of examining complex 
financial arrangements.
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NYTO Comments
1. The NYISO failed to define the problem it is attempting to address and 

has no reference to the CRPP.
2. The NYISO’s proposal is beyond the scope of what the NYISO Board 

and FERC indicated, which was a review of the adequacy of the 
existing Att. Y Gap Solution process.

3. Any proposal must be considered in context of the CRPP.
4. Proposal must consider all potential solutions to address an identified 

reliability need.
5. No party has yet to explain why the current reliability planning process 

is not adequate.
6. The proposal for confidential retirement is both infeasible and 

inconsistent with the CRPP.
7. Out-of-market payments to generators must be accompanied by 

proposals to ensure that generator does not gain revenues in the
competitive market in addition.

8. It should not be assumed that the retirement of a generator will create 
a reliability problem that could not otherwise be addressed by the 
appropriate TO. 

9. Any further consideration of this proposal should be at joint 
ESPWG/MIWG meetings.
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IPPNY Proposal
A resource can request a confidential reliability study from the
NYISO (and TO as necessary).

NYISO should conduct the study in 30 or 60 days
Regardless of study findings a resource may stay in the market if 
it so chooses.
If the generator decides to retire:

If it’s needed for reliability, the resource may seek a RMR type 
contract from FERC as soon as the resource submits its retirement 
notice to the PSC. This needs to be explicitly stated in the tariff to 
avoid procedural arguments.
Att. Y would proceed as currently defined. The FERC contract would 
be in place until the Gap solution or Reliability Backstop solution is 
put in place.
If the resource is not needed for reliability (as determined above), it 
should be allowed to retire immediately.

The unit should be removed from the Capacity market as soon as 
it files to retire
The unit must bid in economically into the Energy markets
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NYISO Response
The NYISO is still reviewing the responses to its 
previous proposal and determining how best to 
incorporate the feedback it received into a proposal. 
However:

Any future proposals will be fully incorporated into and 
consistent with the NYISO planning process.
NYISO will include ESPWG on any future proposals dealing 
with the planning process.
NYISO’s focus continues to be ensuring that resources that 
are needed for reliability are fairly compensated.

• The NYISO has not identified a specific deficiency in the current 
process that requires a remedy.

• Future proposals need to satisfy this threshold first.
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Next Steps
Evaluate and incorporate feedback from 
today’s MIWG
Evaluate the necessity for a revised or 
additional proposal
If necessary, return for future discussion to a 
joint ESPWG/MIWG.
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The New York Independent 
System Operator (NYISO) is a 
not-for-profit corporation that 

began operations in 1999. The 
NYISO operates New York’s bulk 

electricity grid, administers the 
state’s wholesale electricity 

markets, and conducts 
comprehensive planning for the 
state’s bulk electricity system.

www.nyiso.com




