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is currently only about 39 MW of energy
storage capacity in the New York electrical
system, the report stated the total deployed
or awarded/contracted projects at the end
of 2019 resulted in 706 MW in capacity,
or about 47% of the 2025 target and 24%
of the 2030 target. The number of energy
storage projects in various interconnection
queues, which reflects some of these re-
ported projects as well as potential projects
in the pipeline, also indicates robust activ-
ity in the industry. These results suggest the
PSC’s portfolio of programs coupled with
the declining costs of storage technology,
as well as the ability to pair energy storage
with solar photovoltaic to capture addi-
tional revenue streams, have been effective
in building a market for the development
and installation of qualified energy storage
systems in New York.

Moreover, the combination of energy
storage with utility-scale wind or solar
projects has become increasingly popular
among the state legislature, regulators,
and developers as a way to enhance the
ability of renewable energy resources to
provide power to the electric grid, even
when the wind is not blowing and the sun
is not shining.

FUTURE OUTLOOK FOR ENERGY
STORAGE IN NEW YORK

For New York to meet the ambitious
renewable and greenhouse gas require-
ments of the REV and the CLCPA, a dras-
tic increase in New York’s energy storage
capacity is essential. To meet the CLCPA
target of 3 GW of installed energy storage
capacity by 2030, and create a self-sustain-
ing energy storage market in New York, the
state needs to continue to provide financial
incentives for energy storage development,
increase investor owned utilities’ (IOUs)
energy storage requirements, and set in
place a framework for valuation of energy
storage that makes it competitive with tra-
ditional energy resources. While a market
for energy storage development exists, the
amount of storage capacity in the system is
far from the target.

Both standalone storage and storage
directly connected to renewables is neces-
sary to allow for more renewable generation
capacity on the electric system. To increase
energy storage to 3 GW by 2030, New York
will need to continue to increase incentives
for energy storage systems paired with both
large and small existing renewable gener-
ation, such as wind and solar projects that
are generally located in upstate New York,
which in return creates valuable opportuni-
ties for investment in energy storage in New
York.

The current state of energy storage
technology, and the associated costs of in-
stalling such technology, means the largest
near-term opportunities for energy storage
deployment are from stand-alone battery
systems and battery systems paired with
existing traditional electric generation re-
sources in the most congested parts of the
state, mainly in the downstate area, where
peak energy use and energy prices are the
highest, and the impact of these resources
on meeting New York’s goals will be the
largest.

In order to make energy storage sys-
tems competitive with more traditional
energy generation resources to meet base-
load and peak electric demand, especially
in the upstate area, direct state funding
and a system of valuing energy storage re-
sources that compensates them for more
than just the energy they provide, will be
necessary. The PSC is currently grappling
with the appropriate method of compensat-
ing smaller distributed resources, including
energy storage battery systems, in its VDER
docket (PSC Case No. 15-E-0751). The PSC
system being developed for valuing energy
storage resources seeks to compensate for
the ability to export their stored energy to
the grid, shave peak electric demand and
provide relief in certain congested areas,
support renewable generation additions
to the electrical grid, and provide environ-
mental benefits. By sending these dynamic
price signals to the marketplace, the PSC
hopes to increase energy storage penetra-
tion in the electric grid.

CHALLENGES FOR ENERGY STORAGE

Despite the momentum for energy
storage development seen in New York,
there are challenges ahead. One such chal-
lenge is increasing energy storage capacity
in the upstate New York region. Without
significant incentives or direct IOU re-
quirements, the current cost of installing
battery systems, or other energy storage sys-
tems, makes them largely uneconomical in
upstate New York, where the cost of energy
during peak demand is much lower than in
the downstate area.

Another challenge is having enough
energy storage resources to meet most or all
of the peak electrical demand in New York
City. The downstate region cannot obtain
the power it needs from upstate generating
facilities due to transmission constraints.
So, the capacity needed, including during
periods of peak demand, must be gener-
ated and stored in the downstate area. As
noted in a May 2020 draft report issued
by NYISO, titled “Reliability and Market
Considerations for a Grid in Transition,”

as more storage and renewables are added
to the New York City electrical system, the
amount (and duration) of storage needed
to meet the reliability needs of the elec-
trical system increases. Therefore, a sig-
nificant increase in the amount of energy
storage would be needed to meet the ca-
pacity needs of New York City currently pro-
vided by fossil-fueled peaking units during
periods of high demand.

COVID-19 has also posed a huge chal-
lenge for the development of energy stor-
age projects. Although it is too early to
determine the full effects of the pandemic,
the energy sector as a whole has taken a hit.
There are many project delays due to New
York’s “PAUSE” order, which caused all
non-essential businesses to close. The de-
velopment of new energy storage projects
is not considered essential, so construction
has stalled, and for some projects financing
is now uncertain. Itis not clear whether the
pre-PAUSE level of momentum in energy
storage development will return once the
order is lifted. Only time will tell.
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