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Dear Chairm;\"&?\oggs:

The Independent Power Producers of New York (IPPNY) appreciates the joint effort between
Department of Public Service (DPS) staff and the New York Independent System Operator
(NYISO) to harmonize New York State public policies and wholesale electricity markets through
the ongoing collaboration to develop a method for incorporating the social cost of carbon dioxide
(carbon) into New York's wholesale energy market. However, for carbon pricing to successfully
advance through the NYISO stakeholder process, the New York Public Service Commission
(PSC) must commence a proceeding to determine how New York State intends to set the social
cost of carbon that would be incorporated into the wholesale energy market and other state
programs that place a value on carbon.

Since the 2017 announcement that the NYISO and DPS would partner to develop a carbon
pricing proposal, a commendable amount of analysis has been performed and the discussion
has moved forward. However, almost two years since talk of carbon pricing first began, there is
still a great deal of work left to accomplish if we are to align the types of resources the
wholesale markets are designed to attract with the attributes public policies value. Perhaps most
critical of the conversations is the one we have yet to have: how, and at what level, is the social-
cost-of-carbon-derived carbon price set?

Across the country, policy makers are debating how to reconcile competitive market structures,
which are designed to procure resources at lowest cost but do not value emissions attributes,
with state public policies that demand reduced emissions and zero carbon resources, without
suppressing market prices. Carbon pricing could revolutionize the wholesale markets by
internalizing a consistent value for carbon in energy prices, attracting clean resources,
encouraging efficiency investments and repowering, and allaying the need for out-of-market
contracts to build and maintain resources with attributes valued by the state but not priced by
the market. Importantly, the PSC would set the carbon price, maintaining complete control over
achievement of its public policies. Implementation of carbon pricing would make New York a
national leader on climate change and, if successful, could be replicated nationwide as a means
of building new renewables and properly valuing zero carbon resources, such as nuclear.

IPPNY supports the goals established under the Clean Energy Standard, but there are very
real, long-term impacts that need to be considered. If State policies are not integrated into
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wholesale markets and State-sponsored, technology-specific payments to existing and new
capacity continue to suppress market price signals, we are destined to end up with a market so
carved up that owners and developers of merchant generation needed to satisfy reliability needs
require regulated, long-term contracts and subsidies to stay in business, unnecessarily harming
New York ratepayers.

We appreciate that the NYISO and DPS staff have kept this process moving to the best of their
abilities, and the overwhelming, and near unanimous, NYISO stakeholder support for continued
work on carbon pricing in 2019 proves that this effort continues to have momentum. However,
the process is nearing a crossroads that requires input from the PSC before advancing further.
It will be difficult for NYISO stakeholders to vote in favor of carbon pricing without knowing that
the PSC is supportive of pricing carbon in the market and how the carbon price will be set.

All eyes are on New York as we develop what is universally considered by policy makers and
economists to be the best way to reduce carbon emissions. Active and vocal State leadership
will provide the momentum needed to bring carbon pricing into reality. No other state has
implemented a free-market based program to value emissions this way, and New York’s
success would be a blueprint for the nation. The partnership between DPS and the NYISO was
a great start, but in an effort to finish the job, IPPNY urges additional New York State
involvement through a PSC-initiated proceeding to address the important matters highlighted in
this letter. Harmonizing New York’s wholesale markets with its public policies must be the
highest priority if we are to achieve a cleaner, greener and more prosperous future.

Thank you for your consideration, and | look forward to hearing back from you.

President & CEO
IPPNY



