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Proceeding on Motion of the Commission to Establish Policies and Procedures Regarding
Generation Unit Retirements

CASE 05-E-0889
New York Public Service Commission
2005 N.Y. PUC LEXIS 502
December 20, 2005, Issued and Effective

DISPOSITION: [*1] ORDER ADOPTING NOTICE REQUIREMENTS FOR GENERATION UNIT
RETIREMENTS

PANEL: COMMISSIONERS PRESENT: William M. Flynn, Chairman; Thomas J. Dunleavy; Leonard A. Weiss; Neal
N. Galvin; Patricia L. Acampora

OPINION: At a Session of the Public Service Commission held in the City of New Y ork on December 14, 2005

BY THE COMMISSION:
BACKGROUND

In an Order Instituting Proceeding and Notice Soliciting Comments (Instituting Order) issued July 27, 2005 in this
proceeding, it was noted that policies and procedures for obtaining adequate notice of generator retirements might be
needed in order to prevent or mitigate any adverse impacts, such as degradation of electric system reliability, which
might attend such aretirement. n n1 The Instituting Order established a process for devel oping appropriate policies and
procedures, by soliciting comments on questions regarding generation unit retirements and other related matters.

nl The Instituting Order defined "retirements" to collectively include shut-downs, abandonments, mothballing,
and other circumstances where a generating unit is taken out of service for a substantial period of time, exclud-
ing scheduled maintenance and forced outages.

[*2]

Parties were invited to submit their views by filing initial comments by September 9, 2005, and reply comments by
September 26, 2005. Moreover, notice of the Instituting Order was published in the State Register on August 10, 2005,
in conformance with State Administrative Procedure Act (SAPA) § 202(1). The SAPA § 202(1)(a)(ii) comment period
expired on September 26, 2005. The parties that filed comments in response to the Instituting Order and the SAPA No-
tice are identified below.

POSITIONS OF THE PARTIES

Initial Comments
A. Wholesale Generators
1. IPPNY

While acknowledging that requiring reasonabl e notice of planned generation unit retirementsis appropriate, the In-
dependent Power Producers of New Y ork, Inc. (IPPNY) ask the Commission to refrain from taking action and defer to
the New Y ork Independent System Operator, Inc. (NY1S0), to develop any necessary generator retirement policies and
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procedures through a stakeholder process. According to IPPNY, the NY SO iswell suited to managing the process of
establishing retirement notice requirements and creating the procedures necessary to address [*3] any reliability i m-
pacts attending a retirement.

Rather than asserting Public Service Law (PSL) jurisdiction over generation reliability by imposing requirements
on wholesale generators, IPPNY believes transmission and distribution (T& D) utilities n2 should be directed to propose
solutions that address reliability needs on local distribution systems, such as contracting with existing generators for any
services needed to support reliability. IPPNY also suggests T& D utilities could be directed to perform periodic assess-
ments at the local distribution level to identify areas that need generation support to maintain local reliability.

n2 The T&D utilities also refer to the Transmission Owners (TO).

2. AES

According to AES Eastern Energy, L.P. (AES), the NY1SO should be designated as the entity responsible for im-
plementing generator retirement notice procedures, given that the NY SO is charged with maintaining transmission sys-
tem reliability. AES notes that the NY I SO has devel oped a Comprehensive Reliability Planning [*4] Process (CRPP) to
identify and evaluate New Y ork's short and long-term reliability needs, and suggests concerns regarding potential reme-
diesfor ensuring the preservation of reliability should be considered in the CRPP structure.

A merchant generator's decision to continue operations or to retire afacility, AES observes, largely turns on the
past and expected profitability of that facility. Costs of environmental initiatives, AES continues, such as cooling water
intake requirements, mercury emission requirements, and regional greenhouse gas initiatives, must be evaluated along
with the existing wholesale market design to determineif the revenue stream supporting the costs of those initiativesis
adeguate.

AES recommends that T&D ultilities be directed to conduct annual reliability analyses of their local distribution
systems over aten-year horizon. Where reliability needs are identified, AES would require T&D utilities to address
those needs by entering into temporary or longer-term contracts with generating units or, by performing the transmis-
sion upgrades necessary to ensure reliability.

3. KeySpan

KeySpan-Ravenswood, LL C (KeySpan) expressesits support of IPPNY and urges [*5] that no action be taken un-
til the NY1SO can develop and implement generator retirement policies and procedures. KeySpan claims asingle set of
rules establishing consistent compensation and service requirements for generators is needed and suggeststhe NYISO is
best suited to accomplish that task. While not addressing the merits of the PSL jurisdictional analysisin the Instituting
Order, KeySpan reservesits right to challenge the jurisdictional basis for any relief adopted in this proceeding and indi-
catesthat it does not believe the Commission has jurisdiction to require awholesale supplier to provide services.

4, Mirant

Agreeing with IPPNY, Mirant Lovett, LLC and Mirant Bowline, LLC (collectively, Mirant) state generator retire-
ment policies and procedures should be developed through the NY 1SO stakehol der process. Mirant maintains the
NY SO isthe proper venue to develop requirements for obtaining notice of planned retirements to ensure an eval uation
of thereliability impactsis performed.

5. NRG

Indicating that a reasonable notification requirement is necessary, NRG asserts that giving 90 days notice prior to a
proposed deactivation of any generation resource isreasonable. [*6] n3 To simplify the notification requirement, NRG
proposes that all generation resources be subject to the samerules.

n3 Ninety daysisthe period PIM, LLC (PIM) requiresin its notice procedures for generation unit retirements.
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Citing the NY1SO's CRPP as the process that should be used to analyze the reliability implications associated with
proposed retirements, NRG suggests the CRPP be expanded and refined to incorporate generator retirement notice pro-
visions. NRG proposes the use of the criteria underpinning the NY 1SO's Reliability Needs Assessment (RNA), which
assess the adequacy of generation and transmission, to determine adverse impacts on reliability.

According to NRG, the NY SO's Transmission Planning Advisory Subcommittee (TPAS) should be designated as
the entity responsible for receiving reports of unit retirements. NRG suggests that TPAS maintain a queue of proposed
retirements and post results of reliability impact studies. In addition, NRG proposes that TPAS coordinate its review
with T&D utilitiesto [*7] ensure that impacts on lower voltage lines are identified.

NRG proposes that the NY I SO notify the Commission and the appropriate T& D utility of a planned retirement, and
the T&D utility analyze the effect of NY 1SO-identified transmission system impacts at levels below 115kV. ASNRG
notes, the CRPP already charges T&D utilities with developing regulatory solutions as a backstop to prevent reliability
failures, where market-based solutions are not forthcoming, or "gap solutions,” in situations where an immediate threat
to system reliability exists. Contracts between T&D utilities and generators proposing to retire, according to NRG,
could act as gap solutions, forestalling retirements until such time asreliability solutions can be devel oped.

6. Fulton

Opposing adoption of policies and procedures for obtaining adequate notice of generation retirements, Fulton Co-
generation Associates (Fulton) states that imposing any additional filing requirements upon lightly-regulated generating
facilities will consume significant financial resources, ultimately leading to higher electric prices. n4 Fulton observes
that adecision to retire a generating facility is the outcome of along process[*8] requiring careful planning. Regula-
tory intervention, it claims, could unnecessarily disrupt that process. If notification is required, Fulton would effectuate
notice through a modern technology such as e-mail.

n4 Although Fulton's comments were filed after the SAPA comment period ended, they are being considered
because they assist in developing a complete record and will not unduly prejudice other parties or delay this pro-
ceeding.

B. T&D Utilities
1. New York Utilities

Central Hudson Gas & Electric Corporation, Consolidated Edison Company of New Y ork, Inc., New York State
Electric & Gas Corporation, Niagara Mohawk Power Corporation, Long Island Power Authority (LIPA), New Y ork
Power Authority (NY PA), Orange and Rockland Utilities, Inc., and Rochester Gas and Electric Corporation (collec-
tively, New Y ork Ultilities) support development of procedures governing the retirement of generation resources. How-
ever, the New Y ork Utilities claim that the NY I SO stakeholder process should be used to devel op those procedures[* 9]
because that is the process used to identify short and long-term reliability needs and devel op solutions to those needs.
They also notethe NY1SO's Market Monitoring Unit is adequately equipped to review anticipated retirements and to
assess any associated market power issues. NY SO administration of retirement procedures, they argue, would allow for
consistent application of reliability criteria, analyses, and methodologies, and avoid potential jurisdictional conflicts
with the Federal Energy Regulatory Commission (FERC).

New Y ork Utilities suggests the NY SO determine impacts on reliability using the criteria and rules of the North
American Electric Reliability Council (NERC), the Northeast Power Coordinating Council (NPCC), the New Y ork
State Reliability Council (NY SRC), and the affected T&D utilities. They also assert that T& D utilities should be ac-
tively involved in evaluating potential retirements.

According to New Y ork Utilities, the issue of paying additional compensation to generators to forestall aretirement
should be deferred for consideration in the NY1SO stakeholder process. Unnecessarily over-compensating a retiring
generator to retain its capacity in operation, the [*10] New Y ork utilities caution, could undermine the competitive
market.
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2. NYSEG and RGE

New York State Electric & Gas Corporation (NY SEG) and Rochester Gas and Electric Corporation (RGE) recom-
mended that all units counted by the NY SO towards in-state capacity should be required to provide prior notice of a
changein operating status or retirement to the NY1SO, the Commission and the affected T& D utility. NY SEG and RGE
state that the notification period should be shorter for generation units less than 10 MW, because they are expected to
have smaller impacts on reliability. Besides evaluating the effect of changes in the operational status of generating units
through CRPP, the New Y ork Utilities claim that the T& D utilities should be involved in determining whether there are
any adverse reliability impacts on the el ectric system, as well as determining the best solutionsto resolve any such im-
pacts. The two utilities also recommend that NY PA and LIPA should participate in reporting generator retirements.

C. Other Parties
1. NYISO

The NY1SO encourages the coordination of any generator retirement notification procedures through the CRPP,
where resource adequacy and transmission [*11] reliability are analyzed using reliability criteriafrom NERC, NPCC,
NY SRC, and FERC. After cautioning that the "notification period should not be so long as to unduly burden generation
unit ownersthat may be forced to cease operations temporarily or permanently for financial reasons within one account-
ing or tax year," n5 NY SO suggests a minimum six-month notice period be adopted. A period of at |east that length, it
asserts, is needed to analyze even a short-term reliability impact and to identify and implement a solution.

n5 NY1SO Comment, p. 5.

The NY SO also warns against adopting burdensome policies or procedures that may discourage generation devel-
opers and financiers from investing in the New Y ork market. The NY SO asks the Commission to clarify that it is not
adopting rules or policiesthat would require generation owners to continue operations indefinitely, even if those opera-
tions are unprofitable. Furthermore, the NY 1SO requests that policies favoring existing generation owners over new
investmentsin[*12] generation or transmission facilities be rejected.

The ultimate responsibility for ensuring reliability on the non-bulk electric system, according to the NY SO, rests
with the T&D utilities. Therefore, the NY1SO recommends that T&D utilities be directed to conduct analyses of key
generation facilities, under several scenarios, to determineif retiring such facilitieswill affect reliability on non-bulk
electric systems, and to report the results. Finally, the NY I SO requests that market-based solutions, such asincentive-
based ratemaking, are considered in thefirst instance, as solutionsto reliability problems, with T&D utilities effectuat-
ing regulatory backstop solutions in the absence of market-based responses.

2. Multiple Intervenors

Multiple Intervenors (MI) encourages the Commission to work in consultation with the NY SO to adopt a notice
provision adequate to allow for evaluation of generator retirement impacts. M1 proposes a one-year notice period, be-
cause a shorter period would arguably be inadequate to evaluate the reliability impacts and to implement a solution. A
one year period, M| notes, would be consistent with the timeframe for the NYISO's RNA, which is conducted [*13] on
an annual basis under the CRPP.

After aretirement noticeisreceived, M| believes that the Commission and NY | SO should evaluate the impact of
the retirement using applicable reliability criteria. If an adverse impact isfound, M| recommends that T&D utilities en-
ter into negotiations with the retiring generator so that a solution is crafted until there is a market-based response. A c-
cording to M1, the Commission should review proposed solutions.

3. Local Unions

International Brotherhood of Electrical Workers, Locals 83, 97, and 503, and Utility Works Union of America,
AFL-CIO, Loca 1-2 (collectively, Local Unions) would require all lightly-regulated independently-owned generation
ownersto provide notice of any proposed retirements to the Commission, the NY1SO, the customers of the generator
making the proposal, affected T&D utilities, any suppliers of last resort, and all partiesto this proceeding. The Local
Unions advocate initiation of a collaborative process to establish retirement notice policies and procedures, and ask for
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an assurance that the local economy is seriously considered when evaluating any proposed retirement. The Local Un-
ions also identify varioustypes [*14] of information that should be collected from generatorsin order to monitor and
ensure reliable operation of the electric system, and assert that penalties should be imposed on generators that shut down
without authorization.

4. PULP

The Public Utility Law Project of New Y ork, Inc. (PULP) maintains that generators should be required to file long-
range plans addressing future operations, and identifying the known reliability and environmental implications of an
unanticipated retirement. The generator plans, PULP indicates, should be provided to the T&D utility, NYPA, NY SRC,
NY SO and Department of Public Service Staff (Staff) for review. According to PULP, Commission approval of are-
tirement should be required. T&D utilities, PULP continues, should be required to file plans demonstrating means for
preserving saf e and adeguate service upon aretirement, including upgrades of transmission facilities, the building of
replacement power plants, or continuing operation of otherwise-retiring power plants through purchase or exercise of
eminent domain. The effect of aretirement on retail rates, PULP posits, may also be considered in evaluating aretire-
ment.

Reply Comments
A.IPPNY [*15]

Inreply, IPPNY opposes proposalsto adopt specific retirement notice periods or other related requirements. The
NY SO stakeholder process, IPPNY argues, iswhere the retirement notice and review process should be determined. In
support of its position, IPPNY argues that the NY SO, as the administrator of the wholesale energy and capacity market,
subject to FERC supervision, isin the best position to develop, review and adopt rules on the adegquacy of capacity gen-
eration and the availability of other servicesin the wholesale market. Asaresult, IPPNY also believesthe NYISO is
best-equipped to ensure that any rules that are adopted are consistent with the operation of competitive markets.

B. New York Utilities

The New York Utilities reject, as beyond the scope of this proceeding, other parties' suggestions to impose specific
obligations on T&D utilitiesif areliability concern arises. The New Y ork Utilities also argue that the proper forum for
adopting generator retirement notification requirements and for considering potential reliability impactsis through the
NYISO's CRPP. The New Y ork Utilities encourage Staff to participate in devel oping these requirements within the
CRPP, [*16] and to supplement any procedures that are adopted, to the extent appropriate, in subsequent State pro-
ceedings.

C. Ml

Responding to proposal s to set the retirement notice requirement at 90 days, M1 reiteratesitsinitial position that a
one-year period is appropriate. That period, it claims, would ensure that a proposed retirement is analyzed in confor-
mance with the NY1SO's RNA, which is conducted on an annual basis.

D. Loca Unions

In response to the NY ISO's comments, the Local Unions revise their proposed 90-day notice period to a minimum
of six months notice, and note they now believe a period as long as one year might be justifiable. The Local Unions
continue to believe that investigation of all underlying causes of adecision to retire, including environmental restric-
tions, would be appropriate after notice of aretirement is given.

E. New York City

The City of New York (NY C) requests broadening the scope of this proceeding to include regulatory measures that
will promote the maintenance and repair of generation facilities. According to NY C, such measures would serve as a
regulatory backstop to the existing market-based system. NY C envisions an approach similar to [*17] that in Califor-
nia, which mandates that generation facilities meet performance standards, comply with data collection requirements,
and conduct inspection programs.

According to NY C, depending on T&D utilities to ensure reliability, as some parties recommend, would not ade-
quately prepare for precipitant actions, such as sudden plant de-activations that merchant generators might take. NYC
also contends that relying exclusively on the NY SO to preservereliability issimilarly prone to risk, because delays the
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NYI1SO might face in implementing reliability measures as parties debate the application of NY SO tariffs, could poten-
tially cause reliability problemsto go unresolved. NY C pointsto a current dispute among PIM market participants over
generator retirements as supporting its argument.

Advocating the imposition of retirement notice requirements on generators, NY C details a schedul e of notice peri-
ods up to one year, scaled to the type of proposed action and its effect on the electric system. NY C maintains that the
time of year and the impact on peak load (including the impact if afacility iswithin aload pocket) are other relevant
considerations affecting the notice period. NY C [*18] recommends the Co mmission coordinate itsinitiatives with the
NY SO, but not substitute the NY 1SO processes for the Commission's regulatory oversight. In addition, NY C suggests
identifying potential remediesin advance of receipt of retirement notices, so that aremedy can beimplemented more
quickly if a sudden retirement occurs.

DISCUSSION

Asdiscussed in the Instituting Order, there are currently no regulatory mechanismsin place that address the retire-
ment of lightly-regulated generating units. The absence of regulatory oversight raised the possibility that "the level of
generation supply might declineto a point that would threaten the reliability of electric service." n6é Thus, an appropriate
regulatory mechanism is needed to address the possibility that generation unit retirements might undermine electric sys-
tem reliability and render service unsafe or inadequate.

n6 Instituting Order, p. 3.

Several parties suggest that devising an appropriate regulatory mechanism should be the responsibility of the
NYISO, [*19] throughits CRPP process. The NY SO, however, has not yet commenced the development of a mecha-
nism to ensure notification of generation unit retirements, nor set out a timetable to implement such a mechanism. Even
if the NY1SO were to institute a process promptly, the outcome would remain uncertain for some time. Therefore, we
are taking action now, so that aprocessisin place to address proposal s to retire generation units. n7

n7 Requests to conduct further proceedings through collaborative effortsor through formal hearings are rejected
because the record is adequate to support the adoption of the notice requirements set forth below, and delaying
their adoption to conduct further proceedings could harm the public interest if aretirement that threatened sys-
tem reliability went unnoticed as a result.

As other parties point out, however, such a process should not unduly interfere with the operations of the competi-
tive markets. Excessive regulation could unnecessarily drive prices in these markets higher. The process [*20] should
also be designed to accommodate future developments, such as NY 1SO efforts to addressretirementsin its CRPP proc-
€ess.

A requirement that generators subject to our jurisdiction provide notice of a proposed retirement should sufficiently
protect the public interest, without unduly interfering with market operations or future developments. Once notice of a
retirement is received, the effect of the retirement may be analyzed and solutions devised if it appears system reliability
would be adversely affected.

We may adopt reasonable notice requirements and require lightly-regul ated generators, along with other generators
subject to our jurisdiction, to comply with them. The Instituting Order sets forth the basis for asserting that jurisdiction
over lightly-regulated generators, and no party presents adetailed argument contradicting those legal principles. Al-
though several parties questioned the extent of that jurisdiction, our action in adopting notice requirements, rather than
broader forms of relief, rendersit unnecessary to address here questions regarding jurisdiction over lightly-regulated
generators beyond the jurisdiction necessary to establish such notice requirements. [*21] The requisite notice require-
ments and timeframes set out below, in the context of answering the questions that were posed in the Instituting Order.

Question 1
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Should notice be required of proposed generation retirements by independently owned generation suppli-
ersthat have been afforded lightened regulatory status? If so, what period of notice is adequate (i.e., how
much time is needed to assess and address reliability implications)? Should a notice requirement only
apply to some generators based on amount of real power capacity (in MW), megavolt ampere reactive
(MVAR) capacity, location within load pockets, or other factors?

In response to the inquiry whether notice should be required of generators proposing to retire a unit, most parties
acknowledge that imposing a notice requirement is appropriate. Parties diverge, however, in whether the devel opment
of notice procedures should be conducted through a NY | SO process or independent of the NY1SO. Parties also differ on
the length of the notice period that is appropriate.

An appropriate notice requirement should balance the interests of the parties. It should protect against a precipitous
generator retirement that could [*22] harm the public interest. A retirement notice requirement should also be suffi-
ciently straightforward to avoid adverse interference with competitive market operations and generator financial deci-
sions.

Balancing these factors, we determine that generators subject to PSL regulation that are sized equal to or greater
than 80 MW shall provide written notice of a proposed retirement at |east 180 days prior to the time the requirement is
effectuated. This approximately six-month period equates with the minimum period that NY | SO indicates as adequate
to identify and resolve reliability concerns. Therefore, a shorter notice period would leave insufficient time to study
reliability implications of a proposed retirement and to implement a solution.

For generators subject to PSL jurisdiction sized under 80 MW, a minimum of 90 days written notice is required.
The impact on system reliability of retiring asmaller unit is necessarily less than that of alarge-sized unit. Selecting
some dividing point between large and small sized unitsistherefore appropriate. Using a80 MW threshold is proper,
because that size limitation is already embodied in several provisions of the PSL. For example, under [*23] former PSL
8 160, the definition of a"major electric generating facility" included generators sized at 80 MW or more. A similar
distinction isrecognized in PSL § § 2(2-a), 2(2-c), and 66-c, where aregulatory regime is established for exempting
qualifying facilities from most forms of PSL regulation.

There isa point on the scale of generator size where afacility may be retired without likely impacts on system reli-
ability. Adopting athreshold for facilitiestwo MW or less, to be retired without providing notice, is appropriate. That
limit has been relied upon in prior proceedings as an appropriate definition of a small-sized unit. n8

n8 Case 02-E-1282, Standard Interconnection Requirements, Order Modifying Standardized Interconnection
Requirements (issued November 17, 2004); Case 91-E-0237, Long-Run Avoided Cost Estimates, Order With-
drawing 1990 Long-Run Avoided Cost Estimates on a Permanent Basis (issued February 10, 1992).

[*24]

Generators proposing to retire are required to serve their notice on our Secretary, the NY 1SO, and any affected
T&D utility. These entities will be involved in conducting an analysis of the impact of aretirement and in devising a
solution in the event the retirement adversely affectsreliability. Imposing a broader notification requirement could un-
necessarily impose unneeded costs on generators, and overly intrude in competitive market operations. To the extent
that devising a solution to areliability detriment becomes necessary, however, other parties may be allowed to offer
solutions.

Moreover, we request that the NY I SO notify its market participants of any retirement notices it receives, in order to
apprise those potentially-affected parties. NY PA and L1PA are encouraged to report retirements they propose in con-
formance with this regulatory mechanism.

Other proposal's the parties present on the development of notice procedures are rejected. NY SEG and RG& E sug-
gest that the notice requirement be imposed on all generators the NY SO includesin its count of in-state capacity. A
requirement imposed on generators geographically situated within New Y ork is sufficient to satisfy the concerns [*25]



Page 8
2005 N.Y. PUC LEXIS 502, *

the two utilities raised and appropriately effectuates our jurisdiction under the PSL. It also prevents exemption of a gen-
erator that, although not counted towards in-State capacity by the NY1SO, might have an impact on reliability if retired.

NY C proposes detail ed notice requirements scaled to deadlines dependent on awide variety of factors. NY C's ap-
proach is overly complicated and could result in confusion and delays, causing ineffective reporting. The more simple
approach set forth above, based on three size categories of generators, is sufficient to ensure consistency and fairnessin
application of the notice requirements, while also affording sufficient time to analyze and address the impact of are-
tirement.

Failureto give notice will be addressed on a case-by-case basis. We will not at this time adopt proposalsto impose
penalties or other remedies for failing to comply with the notice requirements.

Question 2

What process should be used to analyze the reliability implications associated with proposed retirements
(e.g., preparation of independent reliability assessments, coordination with the NY1SO and affected
Transmission Owner assessments or studies, coordination [*26] with the NY1SO's Electric System Plan-
ning process)? What process should be used if adequate notice is not practicable (e.g., emergency condi-
tions)?

In response to the inquiry into the processes for analyzing the reliability implications of retirements, several parties
note that retirement impacts are already addressed in the NY 1SO's CRPP. The notice requirement adopted above comt
plements the CRPP process by providing useful information that may be reflected in the NY1SO's RNA, and may be
considered in devising what the NY SO describes as backstop or gap solutions.

Under the CRPP, the NY1SO isresponsible for developing the RNA on an annual basis. The RNA is designed to
evaluate the reliability needs of the bulk power system over aten year planning horizon and to identify system needsin
order to comply with reliability criteria. The base case used in devel oping the RNA includes projected capacity addi-
tions and planned retirements over the planning horizon. If areliability need isidentified in the RNA, thereis a prefer-
ence for market-based solutions to address that need in the first instance. Where market-based sol utions are not forth-
coming, the CRPP calls for the development [*27] of aregulated back-stop solution by T&D utilitiesto resolve the
identified need. n9

n9 See, NY 1SO Open Access Transmission Tariff, Attachment Y.

Time permitting, any proposed retirement should be included in the RNA base case devel oped through the CRPP.
Where there isinsufficient time, such that bulk system reliability needs cannot be addressed through the ordinary RNA
planning cycle, we expect that, when aretirement noticeisreceived, the NY SO and responsible T& D utility will work
together, in consultation with Staff, to determine if the retirement will result in abulk and/or local system reliability
need.

If abulk-system need isidentified, the NY SO should request that the responsible T& D utility develop a gap solu-
tion, similar to the one envisioned in the CRPP, for consideration by the NY SO and Staff. If alocal reliability concern
isidentified, the appropriate T& D utility is expected to coordinate a solution with the NY 1SO and us.

Lastly, several parties suggested that T& D utilities be required to conduct [*28] specified analyses. The NY SO
and T&D utilities, however, already perform studies for the bulk system, while the T& D utilities would study local im-
pacts when aretirement noticeis received, in order to maintain safe and adequate service. Moreover, imposing require-
ments on the T& D utilitiesis beyond the scope of this proceeding. Therefore, we are not adopting study requirementsin
this proceeding.

Question 3
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What criteria should be used in determining when aretirement adversely impactsreliability or con-
stitutes an abandonment of service (e.g., amount of capacity being retired, impact on compliance with re-
liability criteria, or other criteria)?

The NY SO indicates that when aretirement is analyzed in the CRPP, resource adequacy and transmission reliabil-
ity are evaluated using the reliability criteria established by NERC, NPCC, NY SRC, FERC, and promulgated by us. The
New Y ork Utilities also point out that they use their own criteriain analyzing system reliability.

All applicablereliability criteria developed by the entities above should be deployed in analyzing aretirement. n10
When analyzing the effects on local distribution systems, T&D utilities should use appropriate [*29] criteria, which
may not reflect all of the criteria applicable to reliability on the bulk transmission system. Thus, more detailed require-
ments establishing the specific criteriaand their specific deployment are not needed. To the extent an analysis might be
lacking, we could take steps to ensure that deficiencies are corrected.

n10 The Local Union's proposal to consider the effect on the local economy in evaluating a proposed retirement
isrejected as beyond the scope of this proceeding, which pertainsto the reliability of electric systems needed to
ensure safe and adequate service.

Question 4

Should potential remedies be identified that could be implemented if aretirement poses potential adverse
impacts to system reliability (e.g., continuing operation of the generation unit temporarily; requiring

mai ntenance or upgrades to a generation unit if the costs can be recovered; alternative transmission solu-
tions, or other remedies)? What costs and priorities should be considered in selecting remedies [*30]
(e.g., cost to the generator, solution requiring the least-cost investment, cost impacts on customers, or
other cost impacts)? What roles will generators, Transmission Owners, the NY SO, and other entities
play in implementing remedies?

Notwithstanding the inquiry launched into potential remedies for addressing adverse impacts attending a retirement,
specific remedies will not be adopted at this time. While we are prepared to take any action within our jurisdiction nec-
essary for the preservation of safe and adequate service, remedies are better considered on a case-by-case basis, given
the potential variety of circumstances that could be encountered. Designing aremedy will depend upon the exact nature
of those circumstances, which cannot be adequately forecast at thistime. It is expected, however, that if aT&D utility
proposes a solution to a harm raised by a particular retirement, a cost-benefit analysis would be presented for each op-
tion proposed.

Question 5

What other types of information or data should be collected from generators to adequately monitor and
plan for the reliable operation of the electric system?

Several parties made proposals for the gathering [*31] of information from generators and monitoring their reli-
ability or performance. These proposals heed not be addressed at this time. Requiring generators to provide notice of
retirements is an adequate solution to the problems that might arise if aretirement were made precipitously or went un-
reported. More detailed regulatory requirements that would intrude upon the operations of generators have not been
shown to be necessary to preserve system reliability or to ensure safe and adequate service.

CONCLUSION

The notice requirements described above shall take effect as of the date of this Order. Therefore, all generators
greater than two MW subject to PSL jurisdiction shall provide notice, asindicated above, of any retirement that is
planned to take effect after the date of the issuance of this Order.
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The Commission orders:

1. All generators subject to Public Service Law jurisdiction shall comply with the requirements for giving notice of
generation unit retirements established in the body of this Order.

2. This proceeding is continued.

By the Commission
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