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Purpose

 Load Serving Entities (LSEs) will receive an allocation of the carbon charge residual 

that results from charging suppliers for their carbon emissions.

• The NYISO intends to allocate these residuals to load serving entities (LSEs) 

as an offset to their energy charges in weekly settlements.

• How NYISO allocates these residuals will affect the net costs customers pay 

throughout the state; the key question is how to allocate in relation to the 

different LBMP Carbon Impact (LBMPC) in each zone.

• Allocation would not affect revenues to generators, who would receive the 

LBMP, inclusive of the carbon impact.
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Background
 At the June 4, 2018 IPPTF meeting, the NYISO provided an 

overview of the carbon residual allocation options.*

• The NYISO recommended the Cost Levelizing Approach 
at this meeting.

 At the September 24, 2018 IPPTF, the Brattle Group provided 
a comparison of the carbon residual allocation options as 
part of the carbon pricing consumer impact analysis.^
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*For further information, please see the presentation at the following link: 

http://www.nyiso.com/public/webdocs/markets_operations/committees/bic_miwg_ipptf/meeting_materials/2018-06-04/2018-06-04_IPPTF%20residual%20allocation-

repost.pdf

^For further information, please see the presentation at the following link: 

http://www.nyiso.com/public/webdocs/markets_operations/committees/bic_miwg_ipptf/meeting_materials/2018-09-

24/2018_09_20%20Zonal%20and%20Seams%20Issues.pdf

http://www.nyiso.com/public/webdocs/markets_operations/committees/bic_miwg_ipptf/meeting_materials/2018-06-04/2018-06-04_IPPTF residual allocation-repost.pdf
http://www.nyiso.com/public/webdocs/markets_operations/committees/bic_miwg_ipptf/meeting_materials/2018-09-24/2018_09_20 Zonal and Seams Issues.pdf
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Background – Review of Allocation Options*
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*This slide was retrieved from Brattle’s September 24, 2018 IPPTF presentation, located at the following link: 

http://www.nyiso.com/public/webdocs/markets_operations/committees/bic_miwg_ipptf/meeting_materials/2018-09-

24/2018_09_20%20Zonal%20and%20Seams%20Issues.pdf

http://www.nyiso.com/public/webdocs/markets_operations/committees/bic_miwg_ipptf/meeting_materials/2018-09-24/2018_09_20 Zonal and Seams Issues.pdf


©COPYRIGHT NYISO 2018. ALL RIGHTS RESERVED

DRAFT – FOR DISCUSSION PURPOSES ONLY

Allocation Design Objectives

 Allocation mechanisms can be evaluated against at least two 

design objectives:

• Aligning LBMPs with the marginal cost of serving load

• Incentivize customers to reduce emissions when 

economic to do so (accounting for externalities).

• Avoiding major cost shifts among customers

• Carbon charges will impact customer costs, and 

the allocation of carbon residuals/ funds may 

moderate that impact.
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NYISO Proposal Update
 The NYISO recommends the proportional allocation approach.

 The NYISO straw proposal originally proposed the levelizing approach; the NYISO has revised its 

recommendation due to recent analysis.

• When considering dynamic effects, as demonstrated by Brattle at the September 24, 

2018 IPPTF meeting, the proportional allocation methodology minimizes cost shifts 

among consumers (see scenario C in the chart at Appendix I). 

• The proportional percentage levelization and the proportional allocation options may 

each provide an equitable allocation of the carbon charge residual to load.

• The fact that there is a higher percentage impact to upstate load relative to 

downstate load under this methodology compared with the proportional percentage 

allocation was considered.

• However, the proportional allocation option provides an equitable impact to 

consumers that is consistent with the current REC contract cost allocation to load.
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Appendix I: Analysis of Carbon Charge 

Residual Allocation Methodologies*

*All charts and tables in this presentation were retrieved from Brattle’s September 24, 2018 IPPTF presentation, located at the 

following link: http://www.nyiso.com/public/webdocs/markets_operations/committees/bic_miwg_ipptf/meeting_materials/2018-09-

24/2018_09_20%20Zonal%20and%20Seams%20Issues.pdf

http://www.nyiso.com/public/webdocs/markets_operations/committees/bic_miwg_ipptf/meeting_materials/2018-09-24/2018_09_20 Zonal and Seams Issues.pdf
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Analysis of Carbon Charge Residual Allocation 

Methodologies

 The chart at right shows the 

results of allocating the carbon 

residual to load using consumer 

impact analysis data.

• However, this data does 

not include the dynamic 

effects of carbon pricing 

on LBMP.
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Analysis of Carbon Charge Residual Allocation 

Methodologies
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 The chart at right shows the results 

of allocating the carbon residual to 

load using consumer impact 

analysis data, after considering the 

impact to the LBMP from dynamic 

effects brought about  by carbon 

pricing.

• Considering dynamic 

effects, the proportional 

allocation methodology 

provides the most levelized

allocation.
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Allocation: Zonal Details, 2020
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Allocation: Zonal Details, 2025
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Allocation: Zonal Details, 2030
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The Mission of the New York Independent System Operator, in 

collaboration with its stakeholders, is to serve the public interest and 

provide benefits to consumers by:

• Maintaining and enhancing regional reliability

• Operating open, fair and competitive 

wholesale electricity markets

• Planning the power system for the future

• Providing factual information to policy makers, 

stakeholders and investors in the power 

system

www.nyiso.com


