


[Cover Memo for Transmittal of NEPOOL 2016 Economic Study Proposal]
[DRAFT – 3/11/16]
	Attached is a NEPOOL proposal for a 2016 Economic Study (the “Proposal”) to be done by the ISO under Attachment K of Section II of the ISO New England Transmission, Markets and Services Tariff.  This Proposal results from the following NEPOOL business priority for 2016/17 that was approved by NEPOOL in 2015:
Analyses of Markets and Planning. As the only regional entity with detailed, confidential market information, ISO-NE is counted on to provide and disseminate meaningful markets and planning information.  NEPOOL places a priority on ISO-NE (or its consultant) performing analysis in 2016 that reviews more completely the potential impacts of policy implications and risks on the future functioning of the existing and planned markets, following an opportunity for meaningful input from Market Participants on such a study. (footnote omitted)  

 The ISO included this study in its 2016 Work Plan and has committed to prioritizing it in determining its Economic Studies for 2016.

Consistent with this NEPOOL business priority, the Proposal presents a series of scenarios identified by NEPOOL members in the NEPOOL process that are intended to provide the region information, analyses and observations on: (i) the potential effects on the ISO-New England markets of implementing public policies in the New England states; (ii) projected energy market revenues, and the contribution of those revenues to the  fixed costs of generic new generation; and (iii) the total cost of supplying load, emissions in New England, and system operability under alternative scenarios.   
The analysis intended by the Proposal would examine a broad range of hypothetical futures based on a series of assumptions.  The purpose of hypothesizing about futures is to produce a broad range of data that is directional and indicative only, and not to predict any particular future.  Importantly, none of the hypothetical futures represent a resource plan and none should be considered a plan.  Nor is the purpose of the study sought by the Proposal intended to advocate or suggest support for or against any particular outcome or for or against any state laws or policies.  Rather, the analysis is a study only-- intended to provide information that all stakeholders in the New England wholesale power markets can use to better understand the interaction of public policies and markets and the ability to achieve common goals.    
The Proposal was developed over the course of several months, with three drafts circulated widely, commencing in November 2015, two open stakeholder meetings in February and March 2016, and with ongoing discussions among the elected NEPOOL officers for all the sectors.  During that time, disagreement was voiced over whether particular scenarios should be run and the usefulness of the results of particular scenarios.  Those disagreements stemmed in part from the fact that a study of the wholesale power market necessarily does not provide full information about the other impacts of particular public policies on, for example, ultimate costs to consumers on the public, or health or the environment.  In the end, rather than exclude any scenarios that were desired by some but not by others, the Proposal limits the scenarios to those that had a general support by a material number of NEPOOL members and reflects the  deliberate and expressed desire to include scenarios and sensitivities around those scenarios that are responsive to stakeholders’ expressed interests.  In order to identify a Proposal for which ISO-NE could produce results in the 2016 calendar year, NEPOOL members worked to define scenarios that would accommodate as many requests within their parameters as possible.  The Proposal is not complete in all details and NEPOOL expects that those details will be filled in through discussions with the ISO and stakeholders as ISO-NE proceeds with the analysis.
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