UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

Capacity Accreditation ) Docket No. AD23-10-000

COMMENTS OF THE INSTITUTE FOR POLICY INTEGRITY
AT NEW YORK UNIVERSITY SCHOOL OF LAW

Pursuant to the Federal Energy Regulatory Commission’s (FERC or the Commission)
September 17, 2023 notice,! the Institute for Policy Integrity at New York University School of
Law (Policy Integrity)? respectfully submits these comments in support of the American Clean
Power Association’s petition for a technical conference on capacity accreditation (Petition).’
Policy Integrity is a non-partisan think tank with expertise in capacity accreditation* and
dedicated to improving the quality of government decisionmaking through advocacy and
scholarship in the fields of administrative law, economics, and public policy. FERC should grant
the Petition because a technical conference would help the Commission ensure just and
reasonable rates and prevent unduly prejudicial practices.’

If accreditation undervalues the reliability contributions of some resources and

overvalues the contributions of others, it distorts relative investment/retirement incentives and
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may lead to overpaying for reliability or to a resource adequacy shortfall.> Accurate accreditation
is becoming increasingly difficult as grids accommodate rapidly changing resource mixes with
varying energy and reliability attributes, public policy constraints, and increasing/unprecedented
extreme weather events.” Moreover, accreditation has simultaneously become more
consequential, as capacity market revenues have grown to a significant share of total market
payments.® Indeed, for some generation resources, capacity payments can comprise more than
half of their revenue.’

Given the heightened complexity and significance of capacity accreditation, the moment
is ripe for a forum in which grid operators and other experts can discuss best practices and

receive guidance from FERC, the North American Electric Reliability Corporation, and other
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relevant bodies. The topics that would benefit from robust discussion during a technical
conference include:

e What are the latest technical developments for modeling the reliability benefits of
renewable and energy-limited resources?

e In light of the recent experiences with thermal outages during extreme weather,'® how
can accreditation appropriately reflect current thermal resource reliability and how can
accreditation incentivize investment decisions that would improve the reliability of the
thermal fleet?

e What is the role and optimal structure of non-performance penalties?

e How would seasonal accreditation affect the efficiency of capacity markets?

e What is the best way to capture the reliability contributions of individual capacity
resources based on their location and design, as opposed to treating them as an
undifferentiated resource class?

e How should grid operators model risk from extreme weather in light of climate change?

e What is the optimal frequency to update capacity accreditation factors to strike a balance
between increased predictability of capacity revenues and to account for a changing
generation mix which will affect these factors?

e To what extent should capacity accreditation be a “round-trip” process in which assigned
values must be reassessed based on the portfolio of capacity resources selected at

auction?

¢ Given increasing interconnection between grid regions hosting various generation mixes,
should capacity accreditation methods be better harmonized?

e To what extent are imports and exports accounted for in capacity accreditation methods?

e How are out-of-market solutions such as reliability-must-run contracts treated in models
to derive capacity accreditation values?

e How should demand side participation, e.g., peak load shaving or peak load shifting, be
included in the models to compute capacity accreditation values?
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FERC should grant the Petition to address these questions (along with others that the Petition
raises) in a technical conference that can form the basis for developing best practices and
guidelines.
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