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ON 

APPEAL OF THE FEBRUARY 28, 2006 MANAGEMENT COMMITTEE VOTE 
NOT TO PASS A MOTION TO CHANGE THE NY CONTROL AREA 

INSTALLED RESERVE MARGIN AND LOCATIONAL CAPACITY REQUIREMENTS 
 

Parties and Decision Being Appealed 

Parties.  Niagara Mohawk Power Corporation, d/b/a National Grid (“National 
Grid”), appeals a February 28, 2006 vote by the Management Committee (“MC”) not to 
reverse a February 9, 2006 decision by the Operating Committee (“OC”).  The OC voted 
against National Grid’s motion to establish a New York Control Area Installed Reserve 
Margin (“IRM”) and Locational Installed Capacity Requirements (“LCRs”) for the 2006-
2007 Capability Period Year by using a “Free-Flowing Equivalent” methodology, rather 
than the methodology used by the New York State Reliability Council (“NYSRC”) to 
establish the IRM.  National Grid’s motion in the MC to reverse the decision of the OC 
received an affirmative vote of only 25.58%, and thus did not pass.  National Grid 
appeals that refusal to the Board.  Oral argument was heard on the appeal on March 20, 
2006. 

A number of parties have intervened in this proceeding in support of or opposition 
to National Grid’s appeal. 1   

Decision appealed.  National Grid asks that the Board reverse the decision of the 
MC on a motion introduced at the February 28 MC meeting that stated:   

In accordance with the Notice of Appeal submitted by National Grid on 
February 16, 2006, the Management Committee hereby reverses the 
decision of the Operating Committee and approves:  

 (1) the revision of the Locational Installed Capacity Requirements 
(“LCRs”) for Zone J and K that satisfy reliability criteria and are 
consistent with the LCRs associated with the Free Flowing Equivalent 
Installed Reserve Margin (“IRM”), and  

 (2) the establishment of a Statewide Installed Capacity 
Requirement for the 2006 -2007 Capability Year that corresponds to the 
Free Flowing Equivalent. 

                                                 
1 Multiple Intervenors (large industrial, commercial and institutional energy consumers), 
and New York State Electric & Gas Corporation together with Rochester Gas and 
Electric Corp. and Central Hudson Gas & Electric Corp., filed motions in support of 
National Grid’s appeal.  The Independent Power Producers of New York, Inc., and 
Consolidated Edison Company of New York, Inc. together with Orange & Rockland 
Utilities, Inc., the Long Island Power Authority, the City of New York, Consumer Power 
Advocates, and the New York Energy Consumers Council filed motions in opposition to 
National Grid’s appeal. 
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Analysis 

National Grid’s appeal requests that the Board overturn the Management 
Committee’s decision not to pass the motion set forth above.  National Grid thus asks that 
the Board (i) revise the LCR requirements for the 2006 – 2007 Capability Year to be 
consistent with those that would have been produced under a Free Flowing Equivalent 
methodology, and (ii) establish an IRM for the 2006-2007 Capability Year that 
corresponds to the Free Flowing Equivalent methodology.       

National Grid believes that a different methodology should have been used to set 
the IRM.  National Grid asserts that the IRM as currently established improperly accounts 
for intra-regional transmission limitations and therefore transfers part of the capacity 
obligation of constrained areas in the downstate region to entities in unconstrained 
upstate zones, thereby undermining the objectives of locational markets by diminishing 
locational price signals. 

National Grid acknowledges,2 however, that the NYSRC is responsible for setting 
the IRM, not the NYISO.3  This appeal reflects the tension that exists in an arrangement 
whereby the ISO lacks authority over the IRM, even though the IRM and the LCRs that 
are inextricably related to it send crucial price signals that are important to the efficiency 
of the market.  Nevertheless, the Board concludes that the NYISO’s organic agreements 
deny it the authority to grant National Grid’s request that the NYISO establish an IRM 
for the 2006-2007 Capability Year that corresponds to the Free Flowing Equivalent 
methodology. 

The NYISO is responsible for the establishment of the LCRs.  National Grid’s 
appeal recognizes, however, that the IRM and LCR determinations are “inextricably 
linked,” and that LCRs should “correspond to a specified IRM . . . .”4  The Board 
concludes that adopting “free flowing” LCRs while the IRM remains based on the 
NYSRC’s “current methodology” would introduce a conflict between the LCRs and the 
IRM.  National Grid’s appeal does not explain the consequences of this conflict or how it 
should be resolved.  Indeed, at oral argument National Grid conceded that this outcome 
would not be optimal, and would not be a long term solution.     

The Board notes that on February 2, 2006, the Federal Energy Regulatory 
Commission (“FERC”) issued a decision dismissing a National Grid complaint raising 
substantially similar issues to those raised here.5  The FERC decision instructed National 

                                                 
2 National Grid appeal at 3. 
3 Services Tariff, §5.10; See also New York State Reliability Council (“NYSRC”) 
Agreement § 3.03 and the New York Independent System Operator, Inc. and the New 
York State Reliability Council (“NYISO / NYSRC”) Agreement § 4.5: “The NYSRC 
shall determine the state-wide annual Installed Capacity requirement.” 
4 National Grid appeal at 2 - 3. 
5 Niagara Mohawk Power Corporation v. New York State Reliability Council and New 
York Independent System Operator, Inc., 114 FERC ¶ 61,098 (2006). 
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Grid to pursue further stakeholder processes before bringing its issues to the FERC.6  
Shortly after the issuance of this decision, the NYSRC and the NYISO established a new 
joint task force open to all Market Participants for the purpose of considering the issues 
raised by National Grid.  This Resource Adequacy Issues Task Force ("RAITF") is 
jointly led by the Chairs of the NYSRC Installed Capacity Subcommittee and the NYISO 
Installed Capacity Working Group.    

The Board concludes that, given the complexity of the issues and the range of 
interests involved, completion of the foregoing stakeholder process is necessary for 
adequate consideration by the stakeholders or the Board of National Grid’s proposal for 
the IRM and LCR determinations.  At present, the complex issues raised by this appeal 
have not been fully aired in the stakeholder process, and the Board does not have an 
adequate basis on which to take the actions requested.  

Decision 

1)  The National Grid appeal is denied, for the reasons discussed above. 

2)  In issuing this decision, the Board does not have the basis for a decision on the 
merits of National Grid’s positions.  The Board wishes to note its on-going concern with 
several issues raised by this appeal.  The Board is concerned that, in the current market 
environment in New York, reliability determinations cannot be examined in isolation 
from the pricing and other economic consequences of those determinations.  Similarly, 
the Board is concerned that IRM and LCR determinations are inherently linked, and 
should be evaluated on a unified and consistent basis.   

3)  The Board cannot help but question whether it continues to be productive to 
separate institutionally the reliability aspects of determining the appropriate IRM from 
the economic consequences of the same determination.  

4)  The NYISO staff is directed:  (i) to participate in and otherwise facilitate, 
through the completion of any necessary studies or other actions, and stay fully informed 
of, the activities and deliberations of the RAITF; (ii) to the extent feasible, ensure full, 
fair and timely consideration of the issues relevant to the adoption of appropriate IRM 
and LCR methodologies; and (iii) to the fullest extent practicable, ensure that 
consideration of appropriate changes in the IRM and LCR methodologies is completed in 
time for application to the 2007-2008 Capability Year 

 

March 28, 2006                                                                                                                
NYISO Board of Directors 

 

                                                 
6 Id, at P24 


