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UNITED STATES OF AMERICA  
BEFORE THE  

FEDERAL ENERGY REGULATORY COMMISSION  
         
  

)  
Reliability Technical Conference   )  Docket No. AD21-11-000 

      )  
  

COMMENTS OF THE ELECTRIC POWER SUPPLY ASSOCIATION  

Pursuant to the Commission’s January 7, 2022 Notice Inviting Post Technical 

Conference Comments (“the Notice”),1 the Electric Power Supply Association 

(“EPSA”)2 hereby submits these comments on the Commission’s September 30, 2021 

Annual Reliability Technical Conference (“Technical Conference”). As the Notice 

highlights, the Bulk-Power System is undergoing tremendous changes and challenges, 

including a rapid integration of variable energy resources.3 These changes are 

happening so fast that, as NERC President and CEO Jim Robb noted in his opening 

remarks, NERC has seen a number of major risks manifest themselves just the past 12 

to 18 months.4 As EPSA recently noted in its comments in the Commission’s inquiry into 

Energy and Ancillary Services, the Commission should take measures to direct and 

approve the development of market designs that align market participants’ incentives 

 
1  Notice Inviting Post-Technical Conference Comments, Reliability Technical Conference, Docket 
AD21-11-000, (issued January 7, 2022). 
2  EPSA is the national trade association representing competitive power suppliers in the U.S. 
EPSA members provide reliable and competitively priced electricity from environmentally responsible 
facilities using a diverse mix of fuels and technologies. EPSA seeks to bring the benefits of competition to 
all power customers. This pleading represents the position of EPSA as an organization, but not 
necessarily the views of any particular member with respect to any issue.  
3  Notice Inviting Post-Technical Conference Comments, Reliability Technical Conference, Docket 
AD21-11-000, (issued January 7, 2022)., p. 3. 
4  Reliability Technical Conference, Docket AD21-11-000, (September 30, 2021), Technical 
Conference Transcript, p. 17, (“Transcript”). 
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with the optimal and lowest cost reliability outcomes, which is best achieved through 

competition and accurate price signals.5  

I. COMMENTS 

A. Market Design Needs to Properly Value Flexible Resources  

With the electric system rapidly evolving, it is critical that the Commission ensure 

that reliability is preserved during this dynamic period. As NERC states in its most 

recent Long-Term Reliability Assessment, sufficient flexible resources are and will be 

needed to support increasing levels of variable generation uncertainty.6 NERC further 

warns that, until storage technology is fully developed and deployed at scale, natural 

gas-fired generation will remain a necessary balancing resource to provide increasing 

flexibility needs required for reliable operations.7 In PJM alone it has been estimated 

that between 50-90 GW of firm, flexible natural gas generation will be needed to 

maintain system reliability in the region through 2045 – even under deep 

decarbonization scenarios.8 

As the country continues to electrify across sectors, the need for flexible 

balancing resources becomes even more pronounced.9 These system needs come as a 

growing share of resources enter the markets as price takers in capacity markets and 

 
5  Modernizing Electricity Market Design, Technical Conferences on Energy and Ancillary Services 
in the Evolving Electricity Sector, Docket AD21-10-000, Post Technical Conference Comments of the 
Electric Power Supply Association, (Filed on February 4, 2022), p. 1. 
6  North American Electric Reliability Corporation, 2021 Long-Term Reliability Assessment, 
(December 2021), p. 6. Available at: 
https://www.nerc.com/pa/RAPA/ra/Reliability%20Assessments%20DL/NERC_LTRA_2021.pdf. 
7  Id.  
8  Arne Olson, et al., Scalable Markets for the Energy Transition: A Blueprint for Wholesale 
Electricity Market Reform, Energy and Environmental Economics, Inc. (“E3”), (May 2021), (“E3 Energy 
Transition Report”). 
9  Transcript, p. 82, Former FERC Chair Cheryl LaFleur noted that these resources become “ever 
more important and If cars are…electric and…home heating is also electric, we better make sure the grid 
holds, and that means making sure we have the balancing resources that we need now until we get the 
new ones when they're ready.” 
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zero or negative price bidders in the energy markets. As these issues will impact the 

three markets operated by ISOs/RTOs – energy, capacity, and ancillary services – a 

holistic approach will be needed when modernizing market mechanisms. As has been 

demonstrated by recent analysis by Energy and Environmental Economics, Inc. (“E3”), 

the general structure of organized electricity markets, which provides revenue 

opportunities from these three markets, should be preserved.10  Within that construct, 

the evolving resource mix will very likely require that reforms be made to each market to 

ensure just and adequate price formation exists in all three.  

The best way to achieve this would be for wholesale market design to address 

and incentivize clearly identified and measurable system needs, not the development or 

retention of specific resources. As flexibility benefits the currently transitioning system, 

the Commission should encourage ISOs/RTOs to design technology-neutral products 

that would compensate for the provision of this product/service. Additionally, in order to 

ensure the optimal and lowest cost set of resources is procured to meet the identified 

flexibility need(s), grid operators must be able to determine how much of the identified 

service will be needed – and possibly where – to avoid reliability challenges. 

In addition, in an evolving grid, the planning criteria and associated timelines may 

need to change; planning processes and market design may need to adapt to those 

revisions. For example, resources that are currently providing significant quantities of 

natural gas-fired generation capacity will need to be retained for reliability, even though 

the utilization of these remaining gas resources will change substantially over time. 

Analysis of California’s energy transition provides useful data to look ahead at 

 
10  See generally E3 Energy Transition Report.  
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hypothetical expected scenarios. Analysis performed by E3 observed that in the 2020 

California electric system, gas generation was utilized on a daily basis throughout the 

year to provide energy and essential grid services for reliability.11 That same analysis 

found that in 2050 there will be many days in which no natural gas generation operates, 

and thus the fleetwide capacity factor is reduced to 11% in the High Electrification 

scenario – this represents a capacity factor decline from 21% in 2020 to 12% in 2050.12 

While California has its own unique characteristics and policy goals, it’s not 

difficult to imagine a similar set of dynamics playing out across the rest of the country 

over the next few decades. To get ahead of the reliability issues that could arise from 

such a drastic shift, NERC, the ISOs/RTOs, or other designated reliability entities may 

need to reconsider reliability and planning criteria upon which current market design is 

based. In response, appropriate market designs and procurement mechanisms may 

need to be adjusted and implemented to ensure adequate compensation for the 

resources required to meet the revised criteria.  

B. Reliability Needs and Products must be Clearly Defined 

As potential market revisions are being considered, the Commission should 

ensure that reliability concerns are identified and addressed as steps are taken to 

accommodate an evolving electric system. For example, as intermittent renewable 

resources continue to come online, it is critical that market design accounts for this 

change. This could include identifying what reliability needs these changes will spur and 

the timeframe in which we can expect those needs to arise. 

 
11  Arne Olsen, et al., Long-Run Resource Adequacy under Deep Decarbonization Pathways for 
California, E3, (June 2019), p. 34 
12  Id. 
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As different regions of the country have different reliability profiles – and are in 

different phases of their respective energy transitions – the timeline to address related 

reliability needs could also greatly differ. As such, the Commission should ensure that 

each ISO/RTO be granted the ability to determine the amount of each product or 

service needed to keep the lights on in their respective regions.  

One area that would greatly benefit from a more standardized approach would be 

the national implementation of a marginal approach to capacity accreditation, which is 

or will be implemented as Effective Load Carrying Capability (“ELCC”) in several 

regions. While other reforms will be needed to support the system of the future, 

marginal ELCC represents a critical element that will provide ISOs and RTOs with 

additional capacity performance data that offers a more accurate account of what 

energy is available during critical or emergency periods. As NERC CEO Jim Robb 

noted, “a new planning construct paradigm [is needed] that focuses attention on energy 

adequacy, and not just capacity”13 – a sentiment with which ISO-NE “unequivocally 

agrees.”14  As different types of resources are increasingly added across the grid, ELCC 

reflects the impacts of those changes to system operations and capabilities. In order to 

preserve reliability, particularly in light of increasing concerns regarding a changing 

resource mix and extreme weather events, it is imperative that grid operators have an 

accurate valuation of the deliverable energy that each capacity resource – and its 

 
13  Transcript, p. 20. 
14  Reliability Technical Conference, Docket AD21-11-000, Post-Technical Conference Comments of 
ISO-NE, Inc., (February 22, 2022),; See also: Presentation of Gordon van Welie before the NERC Energy 
Reliability Assessment Task Force, Energy Assessments Are Essential for all Regions to Successfully 
Navigate the Clean Energy Transition, (February 16, 2022), p.14, “To navigate this energy transition 
successfully, we need to understand our energy adequacy situation in different timeframes (operations 
and planning).” 
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overall system – can provide. In particular, a marginal-based ELCC is a critical market 

tool which offers a more granular window into the capacity value of each resource. 

ISO-NE CEO Gordon van Welie recently highlighted the critical role that accurate 

capacity accreditation can play. In an electric system where storage technology has not 

reached a threshold scale, not all nameplate megawatts are created equally. To 

highlight this point, Mr. van Welie pointed out that while the ISO-NE typically clears 

about 34,000 megawatts in its capacity auction, in the winter of 2017-2018 the ISO 

struggled to serve a 22,000 megawatt load.15 Mr. van Welie explained that this indicates 

that the ISO “may not have a surplus in reality” but rather “might have a surplus in paper 

terms, in terms of the way we are counting the capacity.”16 ISO-NE External Market 

Monitor Dr. David Patton further outlined this issue – and a possible solution – by 

stating:   

[O]ne thing though that's very important is that for all technology types we 
have to accredit them based on their marginal value, their marginal 
contribution to reliability even though like for a lot of resources that we're 
talking about here their value goes down as the penetration increases, but 
the market can't perform efficiently unless we recognize what the next 
megawatt is going to give you in terms of reliability.17 
 
Accordingly, FERC should continue to encourage the development of ELCC 

paradigms across all ISOs and RTOs. While ELCC is only one piece of a larger puzzle, 

its broad adoption would represent a good down payment on future reliability during 

times of stress. 

 

 
15  Modernizing Electricity Market Design, Technical Conference on Resource Adequacy in the 
Evolving Electricity Sector: ISO New England, Inc., Docket AD21-10-000, (May 25, 2021), Technical 
Conference Transcript, p. 57-58. 
16  Id., p. 58. 
17  Id., p. 170. 
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C. Capacity Markets Remain a Critical Tool in Ensuring Reliability 

In the Eastern ISOs/RTOs, capacity markets have been a critical tool in the cost-

effective preservation of system reliability. While these markets currently maintain 

robust reserve margins, these reserve margins are likely lower than would be necessary 

across smaller systems. This is because each ISO/RTO has access to the extensive 

array of resources located across the region. Access to that broad portfolio is 

particularly beneficial when assessing reliability needs based on peak demands or 

emergencies, which impact parts of the region differently – no one or two types of 

resources can address every type of emergency or unexpected weather condition. 

Without these economies of scale and variety of technologies, maintaining a truly 

reliable and cost-effective portfolio would become considerably more expensive and 

challenging. 

In addition, capacity markets provide the transparency and flexibility to reflect 

and adapt to shifting resource mixes, changing economics of resource options, and 

evolving technologies and demand levels. This ability to respond to emerging trends or 

changes is critical today as the resource mix is rapidly changing, extreme weather is 

routinely challenging system performance, and demand for electricity is likely to 

escalate as electrification continues apace. Quite simply, consumers are better served 

when they have access to multiple potential suppliers competing to be available to 

provide essential electricity supply and the capacity markets remain the best vehicle to 

achieve this outcome. The Commission should ensure that capacity markets are 

preserved in the Eastern ISOs/RTOs and enhanced as necessary to serve the needs of 

the future grid.  
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While EPSA believes that capacity markets are a critical vehicle to continue to 

preserve reliability, there may be a tipping point at which certain mandated costs require 

an expanded or new cost recovery paradigm. Specifically, there may be cost 

requirements for certain heightened threat categories (e.g., increased cyber security 

protection) that continue to escalate for all electric sector stakeholders. Generators that 

recover their costs through competitive markets often have to absorb these costs via 

their market revenues without being able to fully adjust their bids into the capacity 

auction to reflect these increases. As such, competitive generators need to be able to 

adjust capacity bids to fully reflect the cost of compliance. In the event that these costs 

are not fully reflected in capacity market offers, or adversely impact the ability to obtain 

capacity supply obligations, there may be a need to recover certain mandated costs 

through different recovery mechanisms. As such, the Commission should take steps to 

ensure that competitive generators have the opportunity to fully recover the costs that 

they incur due to certain mandates. 
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II. CONCLUSION  

EPSA urges the Commission to take a holistic look at the energy, capacity, and 

ancillary services markets to best equip them to address both current and future 

reliability needs. The Commission should also ensure evolving reliability needs are 

clearly articulated and addressed through market design and the development of new 

products or services that may be procured on a technology-neutral basis. 

Respectfully submitted,  

    /s/ Nancy Bagot 
_____________________________  

Nancy Bagot, Senior Vice President  
Bill Zuretti, Director, Regulatory Affairs & Counsel  
Electric Power Supply Association  
1401 New York Avenue, NW, Suite 950  
Washington, DC  20005  
(202) 628-8200  
nancyb@epsa.org  
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