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Jt. Board June 15, 2020 Topic Discussion Summaries

Summary of Main Points | Emilie Nelson

Topic 1: Navigating Uncharted Territory

Pandemic - The pandemic has taken a terrible toll on human life, as well as the economy.

m Thereis deep concernregardingthe costs of electricity and the going forward impact on
consumers. Overwhelmingly,stakeholders urged continued focus on working toward our
long-term strategic priorities to evolve the markets, consider the changes on the grid driven
by the CLCPA and keep an unwavering eye on reliability. The state and governor have
communicated thatinvestments in transmission and renewable energy to supportthe green
economy is an important platform to revive the overall state economy.

m Several stakeholders additionallyadvised thatNYISO consider the possibility oflong term
shiftsin load forecasts that may result - for example due to changesin commercial priorities
or due to factors such as work practices that include more work from home than in-office.

m  Anothersuggestionistoleveragelong-termload forecasting work from the Climate Study that
considers electrification, among other things, and updatemodels and forecasts periodically.

Considering the future role of capacitymarkets and EAS markets given clean energy policies

m Many stakeholders expressed the value of markets in supporting reliability and minimizing
costs to consumers. Another emphasis was the importance of sheltering consumers from
investmentrisk. Many cited California as a case study to understand in order toavoid
repeating the challenges experienced therein supporting reliability, and not shifting intoa
reactive posture.

m Concernwas expressed by some market participants that in the pursuit of a different
construct, new problems would be introduced that challenge the reliability and overall
benefits to consumers thathave been provided by the admittedly contentious capacity
market. Concern was also expressed thatabsent further changes, BSM could lead to extra
consumer cost without effectively discouraging out-of-market incentives... Reinforcing the
importance ofthe Comprehensive Mitigation Reform and other market changes that
strengthen signals in the Energy and Ancillary Services (EAS) markets.

m Therewasgeneral agreementthat continued enhancements tothe market are importantand
necessary. Many believe the EAS markets should be the focus of our work. The interplay
between the EAS and capacity markets isimportantand necessary to ensure resource
adequacy.

Continuing with the theme of... Enhancements to the EAS & Capacity Market

m Althoughall agree, continued evolution is needed, thereis a diversity of opinion regarding the
scope and scale and what exactly those changes should be.

m Thereis general support for continuing to pursue EAS changes, hybridresource market
efforts and the Comprehensive Mitigation Review effort, albeit with some additional
understanding of how the respective efforts fit together.

DRAFT PURPOSES ONLY Jt. Board Meeting | Breakout Table notes | 1



g

New York ISO

m Some stakeholders are concerned that additional products shouldnot be procured until the
reliability need is manifested, whereas others advocated that the leading marketsignal is
critical to drive investment.

m Many view the evolution through the lens of what types of resources need tobe incented -
how does Canadian hydrofitin? How do the incentives support fossil needed for reliability,
while still allowing turnover of an aging generator fleet? How dowe recognize that certain
renewable resources needadditional compensation toachieve the CLCPA? Where should
additional compensation come from—the markets, or from outside the markets?

m Overall, the NYISO was encouraged to consider bold ideas across the markets, but to
implement those ideas following careful deliberation with stakeholders.

Topic 2: A Grid In Transition

Reliability - Absolute expectation that the NYISO will continue to do what is needed to maintain reliability.

m Prioritize market enhancements thatbestincentivize the attributes that contributethe most
to reliability. Many agree that the marketdesign will need torecognize the changing nature of
requirementsintothe future.

m Make sure NYISO doesnot lose sight of consumer costs as it implements new market
products. Balance price signals by not overpaying for resources that donot contribute much
to reliability.

m  Encouraged NYISO toworkwith the state to consider key issues impacting the Grid in
Transition; particularly in the context ofaddressing congestion and the need tobuild-outthe
underlying and bulk power systems. The NYISO working quickly with thestate toidentify and
approve Public Policy Transmission Needs is important.

m Therewasemphasis onthe NYISO’srole as an authoritative source ofinformation as beinga
critical part of its mission.

Value of Studies - Many cite the studies NYISO performs as a core part of the value NYISO is bringing to the
GridinTransition effort.

m TheNYISOwasurged to continue performing study worktobe a purveyor of information
identifying whatis needed from areliability and marketdesign perspective. Although the
NYISO must move quickly, study workis needed toinform longer-term needs. Continueto
think outside of the confines of the Tariff regarding what studies need tobe pursued.

m  Encourage the NYISO tobe mindful of how difficult it can be to follow all of the studiesin
flight, consider how to communicate results and findings in layman terms.

m Identify challengesin achievingthe transformation envisioned on the grid - gather
information on what the transformation will require, including the need for flexibility and
responsiveness, anticipatinga future where the system may become winter peaking.

Carbon Pricing

m Broadsentimentthat NYISO’s workand communication on carbon pricing is industry-leading
and an effective means to align the markets with environmental policy.
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m Thiseffort is also seen asan important mechanism toaddress the BSM concerns, and attract
new technologies and innovative solutions necessary toachieve a carbon-free electric system.

m Although, there wasalso concern expressed about how carbon pricing will work with
mechanisms that exist outside of the market and the possible impact to consumers.

m Some frustration that future movement regarding carbon pricing is largely seen as a political
decision to garner state support.

Overall

m Market Signalsidentified as critical to support the resource transition. Keep working through
EAS and Capacity market changes - facilitate discussion on bold ideas, remain engaged, work
with all stakeholders, provide expertise regarding what is needed for reliability.
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Summary of Main Points | Jane Quin (Management Committee Chair)

TOPIC 1: Navigating Uncharted Territory

The overarching theme ofthe Topic 1 discussion is that there is substantial agreement on the issues
facing the NYISO markets moving forward, but at this stage, notalot of agreement on how to address
those issues. This will be the focus of my review of the comments. [ broke thisintotopics and Aaron did

the same - you will note that many of the same topics came up in both discussions.

New York’'s wholesale electricity markets are impacted by many external factors, such as evolving
energy policies, COVID-19 and changing financialmarket conditions. The goal of this session is to elicit
feedback from stakeholders on the impactthese factors are having on the wholesale electricity marketsto

help assess the types of adjustments the NYISO may need to consider for its priorities.

COVID 19 Impacts

Overall, most stakeholders viewed COVID 19 impacts as a short term concern, with NYISO’s market
reform issues beinglonger term and not necessarily impacted by COVID. In fact, stakeholders cautioned
that we should make sure that COVID does not negatively impact our long-term focus on public policy

because the CLCPA goals are not going away. However, specificareas of COVID concern included:

m Most comments focused on the pandemichaving potentially a short-termimpact on
investment, marketriskand required returns.

m Most commentsdid not anticipate long term delays in construction, or significant impacts on
NYISO’s efforts to reform the market, which are viewed as longer term efforts, evenif the
economicimpacts of COVID manifest themselves over time, for example through changesin
load shapes.

m Stakeholderswere concerned aboutimpacts tothe capacity market caused by lower loads and
shiftin loads from commercial toresidential this summer, i.e., will limit capacity available
next summer due tobaseline calculations. Also, will impact customer allocations and LSE
procurementrequirements. One group asked ifthe capacity market should include a metric
for pandemicor crisis needs, or if payments should be made outside of the market asneeded,
similar towhat was done during the 2013 outage.

m Stakeholdersrecognize that NYISO will incur increased costs due to COVID, such as employee
testing, enhanced cleaning, sequestration, etc., and think NYISO should adopt a more
formalized process for ensuring that these costs can be recouped.

m Stakeholdersnote that there will be a continuing impacton customers’ ability to pay utility
bills.

m Thispressure onresidential bills, rate pressure on utilities, utilities suspendingterminations
and deferring recovery of costs will hamper utilities ability toinvest in their system.
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Resource Adequacy and Capacity Market Reform

Some stakeholders opined that the capacity market is not perfect, but that it has worked to maintain

reliability and attractinvestment. These stakeholders concluded thatthereisriskinleavingitand trying

an unknown construct. Others however, advocated for reform, including: moving more revenue tothe

energy and ancillary services markets; co-optimizing the energy and capacity markets intoa single

productto save customers money; implementing carbon pricing and relying less on the capacity market;

and developing a multi-dimensional capacity market that values attributes on a technology neutral basis

and pays accordingly. Stakeholdersnoted the double paymentproblem associated with renewable

capacity being mitigated.

Stakeholdersalso questioned how we could completely rework the capacity marketwithout
engendering major litigation.

Some stakeholders are concerned with alot of new generation entering the marketthat does
not have areliability benefit but thatpushes generatorsthat are needed for reliability out of
the market resulting in RMRs which will be much more expensive for consumers. These
stakeholdersalso support pushing more revenue into the energy and ancillary services
markets and away from the capacity market, but are concerned with the impactthis has on
the Demand Curve Reset. On movingrevenue tothe ancillary services market, which some
stakeholders noted would provide flexibility needed in the market, but other stakeholders
urged caution in designing boutiqueancillaryservices, noting the difficulty and extreme risk
in getting it right. The MISO ramp product was offered as an example of not getting it right.

A stakeholder commented that BSMis an old concept, but there may be a place for some level
of mitigation. Assuch, NYISO Comprehensive Mitigation Review projectis veryimportant.

Consumersare concerned with being placedin alose-lose situation where thereare lots of
resourcesreceiving subsidies thatare alsomitigated. Concerns were raisedthateven under
the status quothereisa divergence between capacity on the system and capacity recognized
in the market; thereby sending incorrectprice signals.

On reforming the capacity market stakeholders provided that:

a. Developmentofa multi-dimensional Capacity Market that values attributeson a
technology neutral basis and pays accordingly.

b. NYISO’seffortsare applauded butabolder push for capacity market reform is needed.
c. PublicPolicy payments should not take capacity out of the market.
Several stakeholders noted that a central procurement model is not the answer.

Commenters noted that the NYISO and stakeholders should be actively engaged in the PSC’s
Resource Adequacy proceedingand should contribute toa resolution that works for all.

Commenters cautionedthat NYISO needs tobe proactive in addressing resource adequacy
issues and not reactive like California, which ended up with increased customer costs.

On that note, anumber of stakeholders pointed to the importance of keeping abreast of what
is happening around the country. While the Californiamarket was referenced most
frequently, stakeholders also pointed to examples in almost every other RTO/ISO in the
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country with reference to market design or reforms that are working or not working.

m Some stakeholders concluded that what makes the markets valuable is that the marketscan

respond without bias or politics.
Other Market Concepts:

m Some stakeholders see greatvalue in carbon pricing; others are less clear on its value.

m [tis appropriate for the NYISO tofocus efforts on improvements within the energy and
ancillary services markets; over time, though, itis unclear whethereither the energy or
capacity market will be sustainable - zero fuel costs and low operating costs could cause
energy prices tofall to near zero; because renewables have less reliability value, the value of
their capacity alsocould decline. Even carbon pricing would have less value over time.

® A number of stakeholders agreed thatadditional reserves (operating and installed) will be
needed going forward, along with more granular operating reserves.

m Demand Response/SCR need market supportand the NYISO shouldre-focus some effort on

restoring this program. These services provide value inlight ofincreased intermittency and
aging infrastructure.

Transmission

New transmission will alleviate some of the issues associated with the increase of renewables
and new transmission and renewable siting needs to be thought of together.

Some stakeholders concluded that for transmission and transmission planning, the NYISO
process is preferable tothe process contemplatedin the Accelerated Energy Growth Act
(which established a new PSC-led planningprocess with alarge role for NYPA to construct
new transmission).

Stakeholders believe the NYISO should be facilitating State policy by continuing to find
efficienciesin the Public Policy Transmission Process.

Others opined thatthe NYISO’s processis at odds with the new law and that transmission
planningissues could gethungup between the PSC and the FERC. The growing divide
between the PSCand the FERC was noted in other contexts as well.

Some stakeholdersbelieve that the Accelerated Energy Growth Actlaw, along with the
recently released PSC Order, could help alleviate transmission congestion and facilitate
renewable interconnections by encouraginglocal transmission build, but that cost allocation
issues could be the sticking point.

Reliability

Not surprising, all stakeholders are in favor of maintaininga reliable system. The need to
continue tomeet NERC, NPCC and NYSRC standards was noted. Also, the need toeducate
policy makers on whatis necessary for a reliable grid.

Some stakeholders stated that we cannot discount reliability services that on-call generators
can and will continue to provide. People need tobe honest about what this is going to cost.

Others questioned whether we need toreevaluate theidea ofthe 1in 10 planning criteria. It
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was designed tobe reconsidered and updated butthat has never occurred.

m [twasnoted thatreliability requirements, especially in the City just make meeting clean
energy goals all the more difficult and expensive.

m Shiftingtoa winter peaking system will bring a whole host of new issues.

The Role of Technology

m Significant changesin other markets, such as telecom, have been driven by technology
changes. These changes are driven by public policy and not by technology. We do not know
how technology will ultimately adapt toit.

The Role of Studies

m A fewstakeholdersreferenced the importanceof studies to planning for the grid of the future
and informing policy makers, including the Climate Change study, which shouldbe
periodically updated.

How Fast Should NYISO Move?

m  NYISOshould move forward incrementally rather than try to tackle all issues and market
changes simultaneously. NYISO shouldbe cautious not to make market changes before they
are needed, butdon’t wait until reliability is jeopardized either. Moving incrementally would
allow for new ideas to emerge as we move forward.

m  Some thought that NYISO should move full speed ahead on its Comprehensive Mitigation
project, while others though it should pump the breaks on this effort.

m Othersbelieve change isneeded sooner, notlater and that there needs tobe more revenue in
the marketplace.

m A stakeholderinquired on whether our governance process was not agile enough to keep up
with the necessary changes moving forward. Other stakeholders noted thatour shared
governance is a positive distinguishing aspect ofthe NYISO and that stakeholder’s can and
have moved quickly when needed.
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Summary of Main Points | Aaron Breidenbaugh (Management
Committee Vice Chair)

Topic 2: A Grid In Transition

Reliability/Capacity/Resource Adequacy

Everyone appearstoagree thatreliabilityisNYISO’s “Job #1” and it was noted that consumers have
significant concerns about the future reliability of the grid in the face of pending requirements of the
CLCPA and other publicpolicy initiatives. Ifbusinesses cannot be assured of reliable, high quality power
and gas they will leave the state and take the jobs with them. NYISO needs to continue working quickly

addressing the reliability gap analysis from the Grid in Transition whitepaper.

Some stakeholders believe that the reliability impactof different technologies should become a focus
of how technologies are compensated for their services and more specifically for their capacity. Some
believe that renewables are certainly valuable for their energy but not valuable for reliability. Others ask,
“what is theriskto reliability? What does NYISO have to examine?” Asked what more can the NYISO look

at, some suggested along-term product for reserves or localized reserve markets.

NYISO should work on market solutions to incentivize technologies that may help to firm-up supply.
While there are no currentincentives under CLCPA tobuild a new (renewable) dispatchable resources like
renewable natural gas (RNG), the studies like Grid in Transition and Evolution toa Zero Emission Power
System demonstratedthat “firm” generation is a mustin order to meetload during periods oflow or no

wind and/or low or no sunlight that may last hours to days to weeks.

[twas noted that it isimportant tolearn for other ISO/RTO experiences like California (with roughly
35% of renewable penetration) that recently has been retaining existing and procuring new fossil fuel
resources. We are making massive investments with intermittents adding, but we need, above all else, to
keep the lights on. Some suggested that we may need toretain flexible fossil units - they can become like

peakers, notadding much energy but providing critical flexibility (ramping, load following).

There was a lot of focus on the RAM proceeding and the recent Brattle Report NYISOis interestedin
whatitcan do to be more helpful there. Suggestions included opining on the merits and desire/ability to
implement the various alternatives. In atleast a couple of groups, the question was asked should NYISO
move to an ERCOT-like energy-only marketand a more robust ancillary services market. There did not

appear tobe much confidence that such an approach would pass muster with policy makers.

There was a suggestion that consideration shouldbe given to changing the minimum interconnection
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standard which was better suited for fossil resources with a marginal cost but not good for resourceslike

renewables and storage.

Carbon Pricing
Carbon pricing enjoys broad support with most sectors, and no one appears opposed in principal, but

the state remains uncommitted and itisnot a panacea. It mayalsobe lessrelevant or redundant

depending on what other courses the state may decide to pursue. It was observed that Carbon Pricing:

m Hastheadvantage of beingable tobe (relatively) quickly implemented.

m Could head off thorny BSM issues.

m Isanimportant market-based approach.
Questions/open issues for some include

m Notproperlyaccounting for the value of imports and exports.

m  Whatwill the social cost of carbon be and how will it be setand by whom?

m Howwillrevenuesbeallocated (despite NYISO’s proposal)?

m Someexpressed asense that NYISO has done all it can on carbon, and venue may be FERC.
Energy
Energy and ancillary services should be a priority and should provide most ofthe marketrevenues,

but proposed changes tothe market rulesmustbe implementedahead oftime tosend a signal to the

marketplace. Rightincentives and right compensation for the right set of products will produce the right

competitive market outcomes.

Ancillary Services

The Market Monitor and othersagree that A/S markets will be key to incorporating more renewables
and that NYISO needs tobe working to address these issues. However, therewas also some sentiment that
the NYISOis pursuing a “throw it all at the wall and see what sticks” approach to A/Sand are concerned
thatreformsand associated costs are being pushed faster than needed. Atleast one table asked whether

we should allocate a share of the ancillary service costs torenewable projects that are drivingthe need.

Transmission

Transmission is seen asimportant tointegrating renewables, both local and bulk transmission. Local
transmission upgrades will face cost allocation issues. Changes tostreamlinethe PPTN process should
help, but more streamlining could be done at the state. It was suggested that a transmission buildout

schedule needstobe developed in order toalign with the renewable buildout.
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End-Use Engagement
There were suggestions that customers needtobecome more engaged, possibly by being more
exposed to prices. Concerns were noted that NYISO’s approachtoengaging the end users through DER,

especially storage, were resulting in complex and unfriendly mechanisms.

Planning

There was a general theme regarding consistency and coordination between the NYISO and TOs. Not
resolving disconnects between the NYISO’s planning processes on the BPTF and local upgrades necessary
to make renewables deliverable will be an impedimentto transmission development, tothe detriment of
the consumers and the state mandates. NYISO needs to work more closely with TOs on planning for

climate impacts and developments that impact both transmission and distribution systems.

It was noted that studies are informative, but often difficult for stakeholders to trackhow each are
inter-related and how the assumptions and study results are caveated. It was also recommended to distill
down key findingsinto more digestible formats (short blogs, videos, etc.) to facilitate disseminating
information tolay-persons and policy makers. “Power Trends” is a great example, but still a very lengthy
document. There was arequest for the NYISO to create a monthly summary of the on-going studies that
provides information such as whatis the purpose of the study, how it compares and contrasts to other on-
going studies, and inclusion of base case metrics. There was also a suggestion to create a central
repository of studies and assumptions, and interrelations.

m Basecaseassumptionsneed tobe reasonably consistent across all NYISO studies,and clear

earlyon. Itis important tohave an operational focus in planning. Notjustresourcesbut
reserves, ramping, other things neededtointegrate intermittent resources.

m  NYISOshould continue to expand its analysis asit did for CARIS, expand thattothe RNA, and
possibly implications for the peaker rule. NYISO needs to be mindful of focusing reader’s
attention on the key points - bullets.

m Transparency at T&D system planning - infoneed by gens planning for investment.

m Transmission Planning - continues process improvementsto streamline planning processes
(focus PPTN), re-evaluate minimum interconnection criteria - is this the appropriate metric
going forward; expand interconnection studies tolookat the interaction of resources and
creation of congestion on the system that may limit the resources ability to participate in the
NYISO markets; improved coordination oflocal and bulk transmission development.

m NYISOneedstostudy renewable natural gas. NYISO shouldbring in some experts to first
reporthow manyresourcesin NY run on gas - e.g. what is the market opportunity? Then,
NYISO could bring in experts from other countries further along toadvise NYISO and the state
on concrete steps.
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Studies, Information and Education

There is an appreciation for the number and quality of studies that the NYISO does, going beyond the
four corners of whatis required by the tariffs (e.g., CARIS, 70x30.) However, more studies may be required
for CLCPA and itsimplementation. NYISO’s role as an unbiased source of information for policymakers
and othersis greatly valued. NYISO has said that CLCPA is doable so far, but it needs to not be afraid tosay
otherwise ifthat’'s whatit believes. Thereisalot of uncertainty regarding how much this will all cost.
When NYISO puts out reports that address how reliability will be maintained they should alsoincludethe

cost. Anumber of parties made this point.

There was broad agreement that the NYISO needs toremain relevant with respect to providing input
to policy makers and ensuring the markets are serving the needs of its stakeholders. There is a tension
between fully developing information and analyzingissues and making expeditiousdecisions. Past
experience demonstrates that projects can move through the stakeholder process relatively quickly but it
is important torecognize that the stakeholder processis only part of the total project timeline. Sometimes,
the NYISO’sinternal process (software development, testing, etc.) can take much longer than the

stakeholder process.

[twas suggested that NYISO and DPS should work together to educate consumers and the Climate
Action Council to ensure that we have an accurate picture of the taskat hand and that NYISO should be
more proactive in educating general publicand policy makers. An examplegiven was that reliability is not
the same as energy and that intermittent resources donot provide that same level of reliability and that
total reliability of the grid would diminish as penetration of renewablesincrease ifnothingis done to “firm

up” supply.

Finally, it was suggested that NYISO needs tobetter help new participants get up tospeed.

Inter-Regional /Seams Issues

Some stakeholders feel that the NYISO needs tobe more aware of how market changes impact cross-
border transactions and coordination with external markets, and that it should coordinate, or continue to
coordinate, its efforts with those of neighboring regions as broader approaches regarding future market
structures and products will be needed. It may also be that some problems may be easier to solve if we can

look beyond NY’s borders for help (e.g., Canadian resources can help NY with ramping needs).

Prioritization of Effort

Some stakeholders evidenced some dissatisfaction with the existing project prioritization process.
Theybelieve that NYISO should seekand solicit more input from stakeholders on the projects and market

changestheyview as priorities and that the planning studies now underway (e.g., Brattle and Analysis
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Group studies) should inform the prioritization. Part of the concern stems from the fact that many projects

now take two to four years from inception to deployment, while the BPWGprocess isannual in nature.

There was a sense (fair or not) thatthe NYISO seems tosetits own priorities, or atleast that projects it

believesare important alwaysseem toend up getting prioritized.

Miscellaneous/Resource-Specific Issues

Removingbarriers tostorage should be a focus at NYISO.

Developers need more certainty that the future deliverability of their project won’t be
reduced as the result ofinterconnection of future resourcesin the region.

Regulatory uncertainty is of strong concern - having certainty around market products and
how they are valued will help provide developers certainty.

a. Howfar in the future should NYISObe planning products (5, 10, 15, 20 years?).

b. Political pressure tomeet targets, while competing market designs create additional
uncertainty.

External resources (hydro) capable of providing the desired services (fast ramp rates, etc.)
currently notable to provide those services to NYISO (Ontario market model as an example).

NYISO needstobetter consider "hybrid sites" - renewables plusbattery.

It was noted that run of river hydro does not qualify for tier 1 recs and it will not qualify for
the A/S projects that NYISOis proposing. If carbon is not approved, they see themselves asa
resource without a country. Nothing presented benefits this resource type.

Miscellaneous

Committee Meetings therewas a suggestion that the NYISO providethe recordings it makes of the

committee meetings to stakeholders, but therewas agreement thatthese recordings should be at the

committee level only and not at the working group level.
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