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Background

= NYISO hasworked with stakeholders since 2019 to develop Dynamic Reserves, culminating in a presentation to
BIC!in December2023

=  Duringthe 2023 discussions, Potomac Economics discussed five elements of the NYISO proposal and provided

alternate design options?3
. Potomac found that the “core elements of [the] Dynamic Reserves design are excellent” but expressed concern over five
elements and encouraged further evaluation and discussion

. The five items identified by Potomac are as follows:
*  Calculation of DAM Congestion Rent: “An error in the calculation of DAM Congestion Rent”
» Allocation of the Forecast Reserve Charge: “Allocation of the Forecast Reserve Charge”
* Treatment of Bid Load: “Local 30-min reserve constraints based on “Bid Load””
* Energy Imports: “Treatment of DAM imports”
» Large Generator Charges: “Settlements with largest and second largest contingencies”

=  Anadditional element that will be discussed in 2024 is the interaction with Transmission Congestion
Contracts (TCCs)

= The purpose of today’s presentation is to describe options for the first item: Calculation of Day-Ahead Market
Congestion Rent (DCR)

1: https://www.nyiso.com/documents/20142/41671891/UPDATED%20-%2020231213% 20BIC% 20-%20Dynamic%20Reserves%20REPO STE D.pdf/ Obc8d5df-6 77 3-
8db1-9f99-d91fd1fd06 76

2:https://www.nyiso.com/documents/20142/41393553/MMU% 20Comments%20re%20Dynamic% 20Reserves%20Proposal_11-27-2023.pdf/ 6b8c9fce-5e 44-23 3e-
1545-059f0747025e

3:https://www.nyiso.com/documents/20142/41570800/MMU% 20Comments%20re%20Dynamic% 20Reserves%20Proposal _12-04-202 3.pdf, 41ef7ba4g%flé%€%%
af42-95fa023659ac = rk1SO
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https://www.nyiso.com/documents/20142/41393553/MMU%20Comments%20re%20Dynamic%20Reserves%20Proposal_11-27-2023.pdf/6b8c9fce-5e44-233e-1545-059f0747025e
https://www.nyiso.com/documents/20142/41570800/MMU%20Comments%20re%20Dynamic%20Reserves%20Proposal_12-04-2023.pdf/41ef7ba4-6d04-9bae-af42-95fa023659ac
https://www.nyiso.com/documents/20142/41570800/MMU%20Comments%20re%20Dynamic%20Reserves%20Proposal_12-04-2023.pdf/41ef7ba4-6d04-9bae-af42-95fa023659ac

DAM Congestion Rent
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Operating Reserve Cost Recovery
Options

Ll Locational Operating Reserve suppliers receive compensation for their services
. Compensationincludes (1) compensation for providing NYCA-wide reserves and (2) compensation for providing locational reserves

. Forbackground, a supplierthat provides locational reserves inherently provides NYCA reserves due to the cascading structure of the
NYISO operating reserve market

. UnderDynamic Reserves, the NYISO wouldrecoverthe NYCA-wide reserve cost component through OATT Rate Schedule 5, asis done
today

. Locational reserve costs reflect the cost of scheduling reserves to meet the locational Dynamic Reserves constraints

= There are two options for the NYISO to recover the locational reserve costs
. Both options produce the same LBMPs, energy schedules, reserve prices, reserve schedules, transmission flows, and total cost to load
. These options do not change the formulationof the Dynamic Reserves constraints
" Option A: Recover locational reserve costs through OATT Rate Schedule 5
. Locational reserve costs will be recovered from load through OATT Rate Schedule 5
. Congestion rent (less congestion rent paid to energy suppliers) will be returned to load via the TCC market

. Option B: Recover locational reserve costs through DAM congestion rent
. Locational reserve costs will be recovered from load through DAM congestion rent

. Congestion rent (less congestion rent paid to energy suppliers and locational reserve payments) will be returned to load via the TCC
market

&= New York 1SO
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Current Energy & Reserve Settlements

Residual (OATT RS5)

NYCA + Locational
Reserve Costs

Load pays:

Energy Congestion

Reserve Clearing Price
Gen LBMP
(MST RS4)

Provider receives:
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Option A

Residual (OATT RS5)

NYCA + Locational
Reserve Costs

Load pays:

Energy Congestion

Gen LBMP Reserve Clearing Price

Provider receives:
(MST RS4)

» Option A maintains the existing mechanism for recovering locational reserve costs
» Appropriately compensates energy, reserve, and transmission providers for their services

&= New York 1SO
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Option B

Load pays: Residual (OATT RSDH)
Energy Congestion NYCA Reserves
Locational
Energy Reserve
Costs
Provider receives: Gen LBMP Reserve Clearing Price

&= New York 1SO
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Option B example, cont'd

= The data for the following example and graphs is based on
the Dynamic Reserves presentation by the MMU on

11/27/2023.

e Line Normal Transfer Limit: 550 MW
e LTE limit: 600 MW
e ShadowPrice: $2/MW

& New York ISO
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Option B example, cont'd

Contingency Response Provided by Transmission Contingency Response Provided by Reserves
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= Properly including the new congestion payments to local reserves in the congestion rent calculation will assign costs naturally
through prices = revenue adequate, incentive compatible and J&R.

" Simply requires adding a term to DAM Congestion Rent formula.

Source: Potomac’'s 11/27/23 MIWG presentation, slide 6. “% New York 1SO
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Discussion

= The NYISO is seeking feedback on both options described
today
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Next Steps
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Next Steps

= The NYISO will return to a subsequent MIWG for further
discussions
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Our Mission & Vision

4 Q

Mission Vision
Ensure power system reliability Working together with stakeholders
and competitive markets for New to build the cleanest, most reliable
York in a clean energy future electric system in the nation
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Questions?
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%20Dynamic%20Reserves.pdf/0blb7e63-737d-bbee-dabc-be65¢234aa3b
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