
DRAFT – FOR DISCUSSION PURPOSES ONLY © 2000 - 2015 New York Independent System Operator, Inc.  All Rights Reserved. 

RMR: Numerical Example 

of Ranking of Viable and 

Sufficient Solutions 

Lorenzo Seirup 
 Supervisor – ICAP MMA Mitigation 

New York Independent System Operator 

ICAPWG 
October 2, 2015 

NYISO, Rensselaer, NY  



© 2000 - 2015 New York Independent System Operator, Inc.  All Rights Reserved. 2 DRAFT – FOR DISCUSSION PURPOSES ONLY 

Overview 

 Today the NYISO is presenting further numerical examples in relation to 

the RMR process 

 Example includes the side by side evaluation of three possible RMR 

solutions 

 The NYISO will perform the analysis to rank the potential solutions 

primarily by least cost NPV 

 The NYISO will post the ranking of each named project on its web site 

 The Public Service Commission would be responsible for the 

identification of any transmission or demand response Gap Solutions that 

were determined by the NYISO to be viable and sufficient 
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Scenario 

 Generating unit sends Generator Deactivation Notice to the NYISO 

 Reliability Need is determined 

 100 MW need for 3 year term 

 Reliability reason is not for Resource Adequacy 

 Three solutions are determined to be viable and sufficient 

 Noticing Generator (250 MW) 

 Transmission Project (100 Miles) 

 Demand Response Resource (100 MW SCR) 
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Generator Assumptions 

 Generator cost information used will be the same as in the 8/10/15 

ICAPWG Agenda Item #3 presentation, slides 5-15 (also included as an 

Appendix to this presentation)  

 50 year old 250 MW Coal plant in Load Zone in western, NY 

 Capital Expenditures have been changed to $10M/yr. for this presentation to 

align with current tariff proposal so amount does not need specific FERC 

approval 
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Transmission Project 

Assumptions 

 Transmission solution incomplete at time of NYISO request for Gap Solutions 

 Expedited construction schedule would satisfy Reliability Need 

 Solution has costs for accelerating construction schedule 

 Project Parameters and Inputs 

 100 mile 345 kV line 

 Costs to accelerate project total $10M 

 Additional Capital Expenditures, $5M 

 Construction costs on original schedule are approximately $3M/mile, with 3 miles left to be constructed 

• Costs not associated with accelerating construction of the transmission project as a Gap Solution are not 

considered 

 Total costs to complete construction and accelerate the in-service date are $24M, but only the $15M associated 

with accelerating the in-service date would be considered costs in the NYISO’s ranking 

• Difference of $9M accounts for original project costs for completing line, which is not taken into account in 

calculating additional avoidable costs 
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Demand Response 

Assumptions 

 Existing Demand Response Resource 

 100 MW 

 50 MW currently participating in the SCR Program 

 No telemetry installed; telemetry to follow basepoints is in proposal to be 

a Gap Solution in order to follow dispatch instructions 

 Resource has Capital Expense and avoidable costs 

 Installment of telemetry system 
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Demand Response 

Assumptions con’t 

 Demand Response Resource costs 

 Installment of telemetry system 

• $200K for technology 

• $25K/yr for attributable labor 

• $20K for 3 year service agreement 

 Existing 50 MW not included in basecase reliability study 
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APR Rates & NPV 

 

 

 

 

 

 

 

 

 

 

 

 

 APR Incentive rate has been adjusted from 10% to 25% for this presentation, from the 08/10/15 materials 

 Discount rate used for this example is 10% 
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APR Rates & NPV Summary 

 

 

 

 

 

 

 

 

 

 

 

 Net NPV costs to beneficiary loads span three years for the generator solution 

 Initial costs for both transmission and Demand Response solutions are front-

loaded 

 Least cost NPV evaluation provides clear and distinct ranking 
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Ranking 

 NYISO will post on its web site the ranking of each project that was determined to be a Viable and Sufficient 

Gap Solution, identifying each project, but not its cost 

1. Demand Response ($8.61M) 

 Top ranked least cost solution 

2. Generator $11.80M 

3. Transmission Project $13.64M 

 MMU will publish a report including comment on rankings 

 If alternative solution is not identified by the PSC, NYISO will present Generator with its determination of  the 

APR, and offer an opportunity for the Generator to enter into an RMR agreement 

• Assuming FERC acceptance, agreement will become effective 

• Generator will be subject to an RMR UCAP Offer Price 

• RMR UCAP Offer Price will be in effect beginning with the intended implementation date of the 

proposed lower cost alternative solution 

• i.e., in this scenario, the date the Demand Response solution from today’s presentation is 

reasonably estimated to begin participation in the NYISO Market 

• RMR Generator will not be subject to RMR UCAP Offer Price if alternative solution was identified but is 

determined to be reasonably delayed 
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Appendix 

 8/10/15 ICAPWG Agenda Item #3 presentation, slides 5-15 
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Input Assumptions 

 50 year old 250 MW Coal plant located in Western Zone that 

receives fuel via barge 
 Average Capacity Factor of 35% 

 2 week planned maintenance outages in Spring and Fall 

 24-28 hrs to fix forced outages due to tube leaks 

 Planning finds the unit is needed for reliability for 3 years until 

permanent solution can be in place 
 MMA finds that this is least cost RMR Generator 

 No other gap solutions (Transmission or DR) were identified as viable and 

sufficient 

 EIA data used to estimate emissions and Variable O&M 

 Capital expenditures required to make plant viable and compliant 

with regulations 

 Going Forward Cost (GFC) template is used for the example. The 

actual file is still under development. 
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Input Spreadsheet 

 The inputs will be shown in sections because of the size of the file 

 This is the Administrative Section 
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Input Spreadsheet (cont) 

 This is the revenue and variable costs section. 

 We are requiring 5 years of historic and 5 years of future plan. Template shows 6 years of both. 

 

•    The values the NYISO developed were based on educated estimates from personnel 

who had previously worked at plants. 

  

•     The items included in each line can be found in the GFC template that is on the MMA 

page of the website in the ICAP Market Mitigation, Data Submission section  

 

•    The information is representative of what the NYISO expects to see. 
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Input Spreadsheet (cont) 

 Fixed Cost Section 

 49 Employees is the what this plant will have for labor 

•  The key points on this slide is all the categories that are considered Fixed.  

•   The information that MPs will submit to justify these values is critical during 

this stage so that we can arrive at the formulaic rate. 
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Input Spreadsheet (cont) 

 Capital Expense Section 

 Periodicity/Life of Equipment and Comment section will be on next slide 

 The more important information is on the next slide 

 The detailed plan that is a requirement for the submittal starting the 12 month 

clock will aid in determining how and what is included in the final numbers 
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 Capital Expense Section 

 Periodicity/Life of Equipment and Comment section  

Input Spreadsheet (cont) 

•    In our example, the Traveling Water Screens is a environmental requirement.  
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 Based on the data submittal 

 Number of operating hours per year estimated 

• Expected outages and maintenances 

• EFORd 

• Number of starts 

 Variable cost estimates are the product of 

• Expected hours of operation 

• Capacity factor and UOL 

• Cost to run $/MWh 

 

 

Variable Costs Estimate 

2015 2016 2017 

Variable Cost $41.02 $41.50 $41.51 

Run hours 2,455 2,153 2,153 
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Fixed Costs Estimate 

 As submitted, Fixed Cost for each year is the top row of the table 

below. 

 Second row is the avoidable fixed costs were determined to be 

appropriate by NYISO (shown on next slide) 

 Third row is the difference between submitted fixed cost and the 

NYISO determined avoidable fixed costs. 

Fixed * 2015 2016 2017 Avg 

Total as 

Submitted 

24.5 23.9 24.7 24.4 

After 

review 

14.8 13.8 14.3 14.3 

Delta 9.7 10.1 10.4 10.1 

*Values in table are shown in Millions of Dollars 
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Fixed Cost Section after Avoided Applied 

If you compare slide 7 to the picture below, you will note that a lot of items 

went to zero (Maint, LTSA, BOP, Coal handling and Stack Testing, etc), some 

were reduced (insurance) and legal went up. 
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Capital Cost Development 

 As submitted on Slide 8 Capital Cost for the following years is the 

top row. 

 Second row is the values after the eligible Capital expenditures 

were determined by the NYISO (shown on Next Slide) 

 Third row is the delta between submitted and eligible 

Capital* 2015 2016 2017 Avg 

Total as 

Submitted 

61.3 54.0 10.5 41.9 

After 

review 

39.3 15.5 7.5 20.7 

Delta 22.0 38.5 3.0 21.2 

*Values in table are shown in Millions of Dollars 
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Capital Cost Section after Avoided Applied 

If you compare slide 8 to the picture below, you will note that a lot of items 

were decreased or changed based on discussions. 
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Capital Cost Accelerated Recovery 

•      Once we know what the Capital costs are, and we have the depreciation or life of the 

item(s), the annualized cost recovery values can be determined, as well as the annual 

depreciation value(s).  

•     The  chart below shows what the accelerated values are for each of the capital 

expenditure items we evaluated. 


