2021-2025 ICAP Demand
Curve Reset: Proposed
Process Changes

Ryan Patterson
Capacity Market Design Associate

ICAPWG/MIWG/PRLWG

December 19, 2019, 10 Krey Boulevard Rk
'so MngPENDENI

©COPYRIGHT NYISO 2019. ALL RIGHTS RESERVED



Agenda

= Background

= Updated Tariff Revisions for the Proposed Changesto the Calculation of the Composite
Escalation Factor for Gross Cost of New Entry (Gross CONE)

= Proposed Process for Further Collar Mechanism Discussions
= Next Steps
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Background

= AttheAugust23,2019 ICAPWG/MIWG/PRLWG meeting, stakeholdersrequested
that identifying any proposed tariff changes occur early duringthe current ICAP
Demand Curve reset (DCR) process

 Atthe September 5, 2019 TPAS/ICAPWG meeting, the NYISO solicited written
feedback and comments from stakeholders pertaining to potential proposed tariff
revisions related to the ICAP Demand Curves and DCR

* Written feedback was requested by September 19, 2019

e The New York Transmission Owners (NYTOs) submitted comments and proposed
changes for further consideration
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Background

= The NYTOs submitted the following proposals:

e Address three specific, technical aspects of the methodology for escalating Gross
CONE and net Energy and Ancillary Services (Net EAS) revenue values

* TheNYISO discussed the Gross CONE portion of the NYTO’s concerns, along with a modified
proposal and proposed tariff revisions to incorporate the modified proposal, at the
December 5, 2019 ICAPWG/MIWG/PRLWG meeting

— The NYISO’s proposal remains unchanged

— Based on stakeholder feedback, the NYISO is proposing incremental revisions to the tariff changes
presented at the December 5, 2019 meeting

* Asareminder, proposed adjustmentstothe Net EAS revenue escalation methodology will be
discussed as part of the ongoing DCR
— Potential changes to the current methodology that would apply for the next reset period do not
require a tariff change
e Extend the collar mechanism to apply to future annual updates

* Today, the NYISO outlines a proposed process for continuing discussions regardingthe
NYTOs’ proposal to extend the collar mechanism 'so NEW YORK
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Previous Presentations & Milestones
Date  [Tope | Lmkstomaterals

09-05-19 Notice of Comment Solicitation
09-19-19 Deadline for Written Feedback
10-28-19 Initial Discussion of the NYTO’s

Proposed Tariff Changes

12-05-19 Updated Gross CONE Proposal
& Proposed Tariff Revisions
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Link to Presentation

Link to NYTO'’s Proposed Tariff Changes Affecting ICAP Demand Curves

Link to IPPNY’s Comments on TOs Proposed DCR Related Tariff Changes

Link to Presentation

Link to Presentation

Link to Proposed Tariff Changes
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https://www.nyiso.com/documents/20142/8153777/03_Potential%20DCR%20Tariff%20Changes%20090519%20ICAPWG%20Draft.pdf/8e06fa33-3662-eb67-13e9-31f4a4f8a4a1
https://www.nyiso.com/documents/20142/8107766/Transmission-Owners-Proposed-Tariff-Changes-Affecting-ICAP-Demand-Curves.pdf/f045df79-aa61-efc4-2b44-39328078d6ec
https://www.nyiso.com/documents/20142/8107766/IPPNY-Comments-on-TOs-Proposed-DCR-Related-Tariff-Changes-11-7-19.pdf/1c1bd8f5-e278-ab78-161e-b2a827678e3d
https://www.nyiso.com/documents/20142/8922912/2%20DCR%20Proposed%20Tariff%20Changes%20102819%20ICAPWG%20Final.pdf/ce760cf5-c7d4-16eb-f0a4-687d3f242126
https://www.nyiso.com/documents/20142/9622070/DCR%20Proposed%20Tariff%20Changes%20120519%20ICAPWG.pdf/a097c347-d69c-9571-cd69-6a327e60cd51
https://www.nyiso.com/documents/20142/9622070/MST%205.14%20-%20DCR%20AU%20Changes%20Draft%20v1%20(Redline).pdf/00561794-585f-9bb8-85cf-c667897e7a89

Updated Tariff Revisions to
Account for the Proposal for
Modifying the Calculation of the
Gross CONE Composite
Escalation Factor



Modified Proposal for Gross CONE Escalation Factor

= Atthe December5,2019 ICAPWG/MIWG/PRLWG meeting, the NYISO discussed its

modified proposal in response to the NYTOs’ commentsrelating to the calculation
methodology for the Gross CONE composite escalation factor

 The NYISO’s proposal is to calculate the growth rate for all indices, as of October 1, as the
percentage change betweenthe values that correspond to the applicable annual update
year and the values that correspond to the first year covered by the reset period (“baseline
period”)

* The proposal is unchanged from what was presented on December 5, 2019 (see example on the
next slide)

 Based on stakeholderfeedback at the December 5, 2019 meeting, the NYISO has updated
the proposed tariff revisions to simplify the identification of the baseline period

* Updated tariff revisions are posted with today’s meeting material; incremental changes are
highlighted within the posted document

¢ |Incremental revisions are limited to MST Section 5.14.1.2.2.1
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Gross CONE Escalatlon

Modified Data
Unused Data

/'

Escalation factor is the change
from the DCR year to the
applicable resetor annual

update year \
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Period | Cal. Year Construction Materials Turbine GDP Formula
Reset Yr 2016 2017-2018 97,529 228 232 111.2 A
AUL 2017 2018-2019 102,788 233 224 113.0 B
AUL 2017 2018-2019 5.39% 2.41% -3.49% 160% | =(B/A)-1
Weight 28% 37% 20% 15%
AUl Esc % 1.92%
Period | Cal. Year CY Construction Materials Turbine GDP Formula
Reset Yr 2016 2017-2018 97,529 228 232 105.8 C
AUl 2017 2018-2019 102,788 233 224 107.6 D
AU2 2018 2019-2020 101,108 244 219 110.3 E
AU2 2018 2019-2020 3.67% 6.92% -5.58% 4.24% =(E/C)-1
Weight 28% 37% 20% 15%
A2 Esc % 3.06%
Period | Cal. Year CY Construction Materials Turbine GDP Formula
Reset Yr 2016 2017-2018 97,529 228 232 105.7 F
AUL 2017 2018-2019 102,788 233 224 107.4 G
AU2 2018 2019-2020 101,108 244 219 110.3 H
AU3 2019 2020-2021 105,039 252 231 112.2 1
AU3 2019 2020-2021 7.70% 10.39% -0.32% 6.18% =(I/F)-1
Weight 28% 3% 20% 15%
AU3 Bsc % 6.82%

This period remains
locked as the “baseline
period” formeasuring
changes

™~

<«—_ Use bestavailable data to
calculate escalation factor

> Not used in the calculation
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Proposed Process to
Further Discuss the NYTOs’
Collar Mechanism Proposal



Proposed Process for Further Collar
Mechanism Discussions

=  The NYISO proposes to bifurcate discussions of the Gross CONE composite escalation factor from the NYTOs’
proposal to extend the collar mechanism
=  TheNYISO plans to seek stakeholder approval of the proposed changes to the Gross CONE composite escalation
factoratthe January 2020 BIC and MC meetings
 Ifapproved bystakeholders, the NYISO would planto seek approval from the NYISO Board of
Directors (Board)in February 2020
 Ifapprovedbythe Board, the NYISO would seek to submit a filing to FERC in February 2020 or early-
March 2020
= |fstakeholders supporting the collar mechanism extension desire to bring that matter to a vote, the NYISO
recommends that such stakeholders present a proposal for a “conceptual vote” at either the January 2020 or
February 2020 BIC meeting
 Ifaconceptual voteisapproved by stakeholders, the NYISO will coordinate with stakeholders to

further develop the details of an extended collar mechanism and associated tariff revisions at the
ICAPWG prior to seeking stakeholder approval of a proposal at a subsequent MC meeting

 TheNYISO would seek totarget either the February 2020 or March 2020 MC meeting for any
subsequent vote on a proposal to extendthe collar mechanism

NEW YORK
' INDEPENDENT
SYSTEM OPERATOR

©COPYRIGHT NYISO 2019. ALL RIGHTS RESERVED 11



Next Steps
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Next Steps

The NYISO intends to seek stakeholderapproval of proposed Gross CONE process
enhancements atthe BICand MCin January2020

In addition to feedback provided attoday’s meeting, please feel free to submitanyadditional
feedback to rpatterson@nyiso.com
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mailto:rpatterson@nyiso.com

Our mission, in collaboration with our stakeholders, is to
serve the public interest and provide benefit to consumers by:

 Maintainingand enhancing regional reliability

* Operating open, fairand competitive
wholesale electricity markets

 Planningthe power system for the future

* Providingfactual informationto
policymakers, stakeholders and investors
in the power system
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