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Objectives

= This presentation will:
1. Describe the NYISO’s proposal for fast start pricing compliance.

2. Describe supporting tariff language updates.
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Background
m Discussion points and links to materials

05-30-19 Market Issues Working Group (MIWG) Background information about existing fast-start pricing.

09-26-19 Market Issues Working Group (MIWG) Updated Proposal
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https://www.nyiso.com/documents/20142/6785167/053019%20MIWG%20-%20Enhanced%20Fast%20Start%20Pricing.pdf/dab2227c-e7ef-f7bf-194c-fdc8180809cd
https://www.nyiso.com/documents/20142/8414685/Fast-Start%20Pricing%20Proposal.pdf/ee8fa72a-f6cd-1ca9-9e61-418da1c1fc4e
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Background

= OnDecember 21,2017, FERC found that two elements of the NYISO’s existing fast-
start pricing may be unjustand unreasonableina 206 proceeding.?
On April 18, 2019, FERC issued an Order concerning fast-start pricing in the NYISO’s

energy markets. FERC is requiring the NYISO to:
1. Modify pricing logic to allow fast-start resources’ commitment costs (i.e., start-up
costs and minimum generation (no-load) costs) to be reflected in prices; and

2. Allow the relaxation of all dispatchable fast-start resources’ economic minimum
operating limits by up to 100 percent for the purpose of setting prices.

= The NYISO must submitits compliancefiling by December 31, 2019.

* |Implementation must be completed by December 31, 2020.
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1. See FERC Docket No. EL18-33-000.
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Overview of Fast-Start Pricing Changes

Existing fast-start pricing logic relaxes minimum *  Revised fast-start pricing will extend the existing logic to
generation constraints of these resource typesin the dispatchable units.
ideal (pricing) dispatch: e Afterimplementation, fast-start pricing will apply to:

1. Fixed Block Units that can start up and synchronize 1. All resources that can start up and synchronize to
to the grid in 30 minutes or less, that have a the grid in 30 minutes or less, that have a minimum
minimum run time or one hour or less, and that run time of one hour or less, and that submit
submit economic offers for evaluation. economic offers for evaluation.

* Intheideal dispatch, RTD adds the start-up costs of * Revised fast-start pricinglogic will include the start-up
eligible offline 10-minute Fixed Block Units to their and minimum generation costs of all fast-start resources
incremental offers, which impacts the LBMP calculation. in the LBMP calculation in the ideal dispatch.

. 10—mingte Fixed Block Units cannot offer minimum » Revised fast-start pricing logic will also applyin the
generation costs withdrawal state, for fast-start resources that are eligible

to submitcommitment costs.
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Overview of Fast-Start Prlcmg Changes in
SCUC and RTS

— [

Commitment Costs

Start-up : Eligible |Eligible After| Included in Pricing

Time leechint Today? Changes? when Injecting or

Withdrawing?
Continuously
N/A dispatchable N/A N/A N/A
| Fixed Block Unit Y Y

30 min Today: No
orless | pispatchable N Y Future: Yes
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Incremental Offer Curve Adjustment

= Atlantic Economics proposed an alternative methodology that would require one

additional step:
1. A fast-start resource would submit an offer with minimum generation costs and MWs, start-up
costs, and incremental cost components

a) The NYISO would then calculate the average production cost in $/MWh for each step of the incremental
offer curve, and determine which step in the curve has the minimum average cost.

2. The NYISO would determine how the minimum generation costs and start-up costs should be
adjusted priortoaddingthese coststo the incremental energy cost curve.

3. For points on the offer curve that are lessthan the minimum average cost, in $/MWh, the NYISO
would adjust the offer curve to be equal tothe minimum average cost.

e For points on the offer curve that are greater than the point with the minimum average cost, the NYISO would
not make any adjustments.

= Anillustration is provided on the next slide

= A write up of the Atlantic Economics proposed alternative method is provided with
the meeting materials NEW YORK
6 ISO

INDEPENDENT
SYSTEM OPERATOR

=- !EIE—; ~__ ©COPYRIGHT NYISO 2019. ALL RIGHTS RESERVED 10



Revised Incremental Offer Curve Adjustment

= [llustration of revised incremental offer curve adjustment:
e Assumption: the lowest average production costis $52.4/MWh

* Since the lowest average production cost is greater than the production cost at all segments
of the curve, all of them are adjusted.
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Adjusted Offer Curve - Original Proposal

= Adjusted Offer Curve - New Proposal
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Revised Incremental Offer Curve Adjustment

= The NYISO proposes to adopt the alternative method, because it
should:

1. Reduce gaming opportunities resulting from manipulation of the minimum generation
and startup cost blocks

2. Promote better convergence between ideal and physical dispatch
3. More accurately reflect commitment costs in pricing.

= This approachis not expected to impact solve times or add significant complexity to
implementation

NEW YORK
’ INDEPENDENT
SYSTEM OPERATOR

=- !EIE—; ~__ ©COPYRIGHT NYISO 2019. ALL RIGHTS RESERVED 12



Startup Cost Amortization

= Initsinitial brief, the NYISO stated thatit would adjust the incremental energy offer curves
of fast-start units to:
* |Incorporate start-up costs during each fast-start unit’s minimumrun time.
* |Incorporate minimum generation costs for the duration of the run time.

= |nits April 2019 order, FERC allowed the NYISO to seek stakeholderfeedback on a cost
amortization methodology.

 Thepresentation will discuss approachestoamortizing commitment costs for both Fixed Block
and dispatchable fast-start units.

= Basedondiscussions atthe September26,2019 MIWG, the NYISO is proposingto
amortize start-up costs overthe first fifteen minutes of its real-time schedule orfirst hour of
its day-ahead schedule
 Thiswillimprove ability for fast start resources to recover operating costs through LBMPs
* Thismethodology is also more consistent with offline GT pricing impacts on LBMPs

e Historically, startup costs have generally accounted for less than 10% of all as-Bid costs

1. For more information on offline GT pricing, please refer to the presentation below: W YORK
https://www.nyiso.com/documents/20142/1404014/agenda 06 pres re rtd gt treatment.pdf/3€2dO MDENT
b1a46e803d88 SYSTEM OPERATOR
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https://www.nyiso.com/documents/20142/1404014/agenda_06_pres_re_rtd_gt_treatment.pdf/3c2d9156-64ca-6af8-df30-b1a46e803d88

Tariff Updates
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Tariff Amendments
= Draft Tariff Sections are posted with the materials for this meeting

= The NYISO proposes to add a definition of Fast-Start Resources to
MST Section 2.6

= The NYISO also proposes to make several modifications to MST
Section 17.1 LBMP Calculation

 These changesinclude describing the adjusted cost curvesfor
the purposes of pricing and updatesto the RTD and SCUC
processesfor pricing Fixed Block Units and Fast Start
Resources
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Next Steps
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Next Steps

= November2019

* Receive feedback on proposed tariff language

e If necessary, return to a working group to review any
modificationsto the proposed tariff language

= December2019:
e Submitcompliancefilingby 12/31/19
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Feedback/Questions?

= Email additional feedback or questions to:
= Debbie Eckels, deckels@nyiso.com
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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:

 Maintainingand enhancing regional reliability

* Operating open, fairand competitive
wholesale electricity markets

 Planningthe power system for the future

* Providingfactual informationto policy makers,
stakeholders and investors in the power
system
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