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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Before Commissioners: Laura V. Swett, Chairman;
David Rosner, Lindsay S. See,
Judy W. Chang, and David LaCerte.

ISO New England Inc. Docket No. ER26-925-000
ORDER ACCEPTING TARIFF REVISIONS
(Issued March 30, 2026)

1. On December 30, 2025, pursuant to section 205 of the Federal Power Act (FPA),!
ISO New England Inc. (ISO-NE), joined by New England Power Pool (NEPOOL)
Participants Committee (together, Filing Parties), submitted revisions to the ISO-NE
Transmission, Markets and Services Tariff (Tariff), which, primarily, replace the Forward
Capacity Market (FCM) with a prompt capacity market in which an Annual Capacity
Auction (ACA) would be held approximately one month before the relevant Capacity
Commitment Period. As discussed below, we accept the proposed Tariff revisions,
referred to herein as the Capacity Auction Reforms — Prompt Deactivation (CAR-PD)
proposal,? effective March 31, 2026, as requested.

1. Background
A. ISO-NE’s Forward Capacity Market

2. ISO-NE currently procures capacity through its FCM.? In the FCM, ISO-NE runs
Forward Capacity Auctions (FCA) every year, approximately three years and four
months in advance of the relevant Capacity Commitment Period for that FCA.* Prior to
running the FCA, ISO-NE establishes each resource’s Qualified Capacity, or how much

116 U.S.C. § 824d.

2 Capitalized terms used but not otherwise defined in this order have the meanings
ascribed to them in the Tariff. See Appendix for tariff records accepted in this order.

3 See ISO-NE, Tariff, I11.13, I11.13 Forward Capacity Market, (9.0.0), § II1.13.
4 Id. § 111.13.1.10.
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capacity a resource is expected to deliver over the Capacity Commitment Period.5 In
addition, for each FCA, ISO-NE calculates an Installed Capacity Requirement to
determine the amount of capacity the region needs to procure in the FCA to meet the one-
day-in-ten resource adequacy requirement for the Capacity Commitment Period.® ISO-
NE develops a demand curve to reflect the region’s willingness to pay for capacity that
corresponds with capacity’s marginal reliability value and specifies prices to incent
competitive new entry if the region has less capacity than is needed.” The most recent
FCA, FCA 18, was held in 2024 for the 2027-2028 Capacity Commitment Period.

3. The FCA is a descending clock auction conducted in a series of rounds.® The
FCM separates resources into Existing Capacity Resources, which have previously
cleared an FCA, and New Capacity Resources, which have never previously cleared an
FCA. New Capacity Resources do not have a must-offer requirement and may submit
capacity offers for the quantity and price they are willing to sell capacity in each round of
the auction.’ Existing Capacity Resources have a must-offer requirement to bid into the
auction as price-takers,!? unless they submit a de-list bid to temporarily or permanently
de-list their capacity from the market. There are multiple types of de-list bids that can be
submitted in the FCA,!" all of which specify the lowest price that an Existing Capacity
Resource is willing to receive to provide capacity in the Capacity Commitment Period
associated with that FCA.1? If a de-list bid clears the auction, that resource either
temporarily or permanently exits the FCM, and does not receive a Capacity Supply
Obligation for that Capacity Commitment Period.!3

S Id. §§1.2.2, TIL13.1.

6 Id. § TIL12.1.

71d. §§ 11.13.2.2, 11.13.2.3.3.
8 1d. § TI1.13.2.3.

9 Id. § 11.13.2.3.2(a).

10 74§ 111.13.2.3.2(a),(c); Transmittal, attach. A (Testimony of Christopher
Geissler), at 17 (Geissler Test.).

1 Tariff § 1.2 (Rules of Construction; Definitions); Geissler Test. at 16-17;
Transmittal, attach. B (Testimony of Andrew Copland), at 8-9 (Copland Test.).

12 Tariff §§ 1.2.2, 111.13.2.5.2 & 111.A.23-4.

13 14, §§ T1.13.2.3, 111.13.2.5.2.
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4. ISO-NE runs rounds of the FCA until the supply curve intersects with the demand
curve.!® Resources with supply offers or de-list bids below the Capacity Clearing Price!s
receive a Capacity Supply Obligation, in return for which they receive monthly Capacity
Base Payments.!¢ In addition, resources with a Capacity Supply Obligation may receive
additional payments or charges, known as Capacity Performance Payments, depending on
their performance during capacity scarcity events during the Capacity Commitment
Period when they hold a Capacity Supply Obligation.!”

5. In addition to the FCA, resources may take on or shed Capacity Supply
Obligations through annual and monthly reconfiguration auctions, or through bilateral
transactions that ISO-NE oversees on a monthly basis.!® The FCM holds three annual
reconfiguration auctions for each FCA, one for each year following the FCA and up until
the Capacity Commitment Period for that FCA, and monthly reconfiguration auctions
prior to each month within a Capacity Commitment Period.

B. ISO-NE’s Capacity Auction Reform (CAR) Stakeholder Process

6. ISO-NE began working with stakeholders in 2021 to evaluate possible changes

to the way it accredits capacity in the FCM. However, these discussions led to the
conclusion that broader reforms to ISO-NE’s capacity market construct may be
necessary, given challenges associated with the region’s constrained natural gas delivery
system. Consequently, ISO-NE and NEPOOL began a broader review of potential
capacity market reforms in November 2023 and submitted a filing to the Commission to
delay FCA 19 by one year (Initial Delay Filing) to provide ISO-NE and stakeholders with
sufficient time to explore potential broader reforms.! Following acceptance of the Initial
Delay Filing, ISO-NE conducted a broader capacity market reforms assessment, which
concluded that, alongside developing marginal reliability impact-based capacity
accreditation reforms, the region should shift to a prompt and seasonal capacity market
starting with the 2028-2029 Capacity Commitment Period, which would correlate to the
relevant Capacity Commitment Period for FCA 19. In order to give the region time to

1474 § 11.13.2.3.3.

151d. § 1.2.

16 /4. §§ 1.2.2, 111.13.2.5 & [11.13.7.1.1.
17 1d. § 111.13.7.2.

18 74 § T1.13.4, TIL.13.5.

19 The Commission accepted the Initial Delay Filing on January 2, 2024. ISO New
Eng. Inc., 186 FERC 9 61,001 (2024).
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develop these reforms, and with stakeholder support, ISO-NE then submitted a filing to
the Commission to further delay FCA 19 by two years (Further Delay Filing), which the
Commission accepted on May 20, 2024.2° In the Further Delay Filing, ISO-NE outlined
that it was planning to submit its package of capacity market reforms in a series of two
filings: the first in late 2025 or early 2026 to introduce a prompt auction with
accompanying retirement reforms, and the second in late 2026 or early 2027 to

implement a seasonal market with accompanying capacity accreditation reforms (CAR-
SA Filing).?!

I1. Filing
A. Overview of the CAR-PD Filing

7. Filing Parties explain that the CAR-PD proposal’s primary change is that it
replaces the FCM with a prompt capacity market in which Annual Capacity Auctions
(ACA) are held approximately one month before the Capacity Commitment Period (i.e.,
the annual period between June 1 and May 31).22 In addition, Filing Parties explain that,
unlike under the FCM, all resources participating in the prompt capacity market must be
in full commercial operation and have demonstrated their ability to deliver capacity to the
region prior to the ACA. Filing Parties state that this change will result in the elimination
of several rules under the FCM associated with ensuring that resources are in fact
commercial at the time of the Capacity Commitment Period for which they hold a
Capacity Supply Obligation. Further, Filing Parties state that the replacement of the
FCM with a prompt annual capacity market will eliminate the need to administer
resource-intensive annual reconfiguration auctions.??

8. Further, Filing Parties explain that the descending-clock auction under the FCM
will be replaced with a simplified sealed-bid auction.?* Finally, Filing Parties state that
the proposed revisions will replace the FCM retirement process, in which resources
submit Permanent De-List Bids or Retirement De-List Bids?® into the FCA four years in

20 See ISO New Eng. Inc., 187 FERC 9 61,083 (2024).

21 See ISO-NE, Docket No. ER24-339-000, Initial Delay Filing Transmittal, at 5-6
(filed Nov. 3, 2023).

22 Transmittal at 2.
B Id at2-3.
24 14 at 2-3.

25 Retirement De-List Bid allows a resource to permanently exit the FCM and all
other ISO-NE markets. A Permanent De-List Bid allows a resource to permanently exit
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advance of retirement, with the requirement that resources wishing to deactivate?® must
submit a Deactivation Notification one-year prior to the holding of the ACA. Filing
Parties explain that unlike the use of de-list bids in the FCA, the proposed Deactivation
Notification process is a wholly separate process from the ACA itself.

9. Filing Parties argue that the Commission has given regional transmission
organizations (RTO) significant leeway in the development of capacity markets?” and
note that the Commission accepted prompt capacity markets in other RTOs as just and
reasonable.?® Further, Filing Parties argue that this is an opportune time to implement the
proposed CAR-PD reforms because the region has sufficient capacity for the near future,
but forecasted demand growth over the next decade is less clear.?’ Filing Parties state
that reserve margins are currently predicted to decline from 15% today to 8% in 2034, in
large part due to increased demand from public policies incentivizing heating and
transportation electrification. 3’

the FCM, while allowing the resource to continue to participate in energy and ancillary
services markets. See ISO-NE, Tariff, § 1.2.

26 The process of “retirement” in the FCM is replaced with the process of
“deactivation” in the prompt capacity market. See Transmittal. at 120, 122, & n.430.

27 Id. at 32 (citing Midwest Indep. Transmission Sys. Operator, Inc., 139 FERC
961,199, at P 245 nn.346-47 (2012) (quoting Devon Power, LLC, 115 FERC q 61,340,
at P 151 (2006); PJM Interconnection, L.L.C., 115 FERC 4 61,079, at P 103 (2006)),
order on reh’g, 153 FERC 4 61,229 (2015)).

28 Transmittal at 33 (citing, e.g., Midcontinent Indep. Sys. Operator, Inc.,
162 FERC 9 61,176, at PP 70, 74 (2018) (finding the prompt auction design to be just and
reasonable and disagreeing with protestors that a multi-year forward auction construct is
necessary for Midcontinent Independent System Operator’s (MISO) resource adequacy
construct to be just and reasonable), reh’g denied, 170 FERC § 61,215, at PP 125-26
(2020); Midcontinent Independent System Operator Open Access Transmission, Energy
and Operating Reserve Markets Tariff, Module E-1; New York Independent System
Operator, Inc. MST, Market Administration and Control Area Services Tariff, § 5.13).

29 Id. at 21-22. Filing Parties note that there have been no formal requests for the
interconnection of large loads in the region and expect that the prompt market reforms
would be implemented prior to any influx of such demand, which could disrupt load
forecasting.

30 7d. at 21-22.
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B. Overview of Prompt Capacity Market Desion and Tariff Revisions

10.  Filing Parties explain that the transition to the prompt capacity market will require
significant changes to capacity market timelines, resource qualification, the conduct of
the auction, and post-auction trading activities, alongside smaller changes to market
power mitigation and accreditation processes.3!

11.  Filing Parties state that the resource qualification process will begin with the
Qualification Data Submission Deadline in February and finish with the Capacity
Demonstration Deadline in April.3* Following the resource qualification process, Filing
Parties explain that the ACA will take place in early May directly preceding the June 1
start of each Capacity Commitment Period, with resources submitting Capacity Offers to
provide capacity.?® Filing Parties further explain that the CAR-PD proposal extends the
current capacity must-offer requirement from all existing resources to all resources that
are commercial and have Capacity Network Resource Interconnection Service
(CNRIS),* as represented by their established Capacity Network Resource (CNR)
Capability.3S

12.  Filing Parties explain that eliminating the distinction between new and existing
resources results in a shorter qualification process.3® Further, Filing Parties argue that the
move to a prompt capacity market will result in more accurate Qualified Capacity values
for resource accreditation.?” Specifically, Filing Parties state that they propose to allow
for the use of actual performance data instead of engineering-based estimates to
determine Qualified Capacity values for most resources that have not previously received
a Capacity Supply Obligation. Furthermore, Filing Parties state that resources that have

3114 at 32.
32 I1d. at 33-34.
3 1d. at 32-33.

3 1d. at 34; see also Tariff, Schedule 22, § I (“{CNRIS] shall mean the
Interconnection Service selected by Interconnection Customer to interconnect its Large
Generating Facility with the Administered Transmission System.”).

35 Transmittal at 67-68. CNR is the portion of a facility that is interconnected to
the transmission system. CNR Capability is the MW quantity associated with CNRIS.
See Tariff, Schedule 2, § 1.

36 Transmittal at 33-34.

37 Id. at 29-30.
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previously received a Capacity Supply Obligation will have their Qualified Capacity
values calculated annually using more up-to-date data.

13.  In addition, Filing Parties explain that requiring resources to be commercial in
order to participate in the ACA means that ISO-NE can eliminate all processes related to
monitoring or holding financial assurance for resources that have received a Capacity
Supply Obligation but are not yet commercial (with the exception of a transition
mechanism for those non-commercial resources that have already received a Capacity
Supply Obligation under the FCM), which will reduce administrative burdens and
barriers to entry.3® Further, Filing Parties argue that the requirement that resources be
commercial to participate in the ACA will reduce supply uncertainty, as in practice, many
non-commercial resources that had received a Capacity Supply Obligation under the
FCM were not operational in time for the Capacity Commitment Period for which they
had obtained that Capacity Supply Obligation.?® Filing Parties state that this phenomena,
known as “phantom entry,” negatively impacts the region’s ability to meet its resource
adequacy requirements and can raise capacity prices if the risk of not achieving
commercial operation may be included in capacity offers.

14.  Filing Parties state that the prompt capacity market retains many of the same
market power mitigation measures, with resources that have not previously received a
Capacity Supply Obligation subject to buyer-side market power review, and all resources
(both new and existing) subject to seller-side market power review, whereby Capacity
Offers over a certain threshold price (i.e., the Capacity Offer Price Threshold) are subject
to review and potential mitigation.*® Filing Parties explain that the Capacity Offer Price
Threshold, is a direct adaptation of the FCM’s Dynamic De-List Bid Threshold, and that
the methodology for determining the Capacity Offer Price Threshold is the same as the
methodology used to determine the Dynamic De-List Bid Threshold.#! Filing Parties
explain that in order to calculate the Capacity Offer Price Threshold for the first ACA,
ISO-NE will use the FCA 18 Rest-of-Pool Capacity Zone clearing price for the
calculation, treating FCA 18 as the immediately preceding ACA.#? Given the four-year
gap between FCA 18 and the first ACA, Filing Parties commit to evaluating the Capacity
Offer Price Threshold that it will calculate in late 2027 to ensure it does not pose a risk of
improper mitigation in the ACA. Filing Parties explain that the only changes to market

38 Id. at 34-35, 27-29.
3 Id. at 23-25.
W 1d at 34,71.
N 1d. at 72-73.

2 Id. at 73-74.
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power mitigation processes in the prompt capacity market relate to timing. Specifically,
Filing Parties state, given the shorter time frame between the auction and the Capacity
Commitment Period in the prompt capacity market, resources will be able to request
buyer-side market power review as early as three and a half years prior to the ACA in
order to receive early feedback on their proposed offers.#® Filing Parties explain that, due
to the compressed auction schedule, a new cost recovery mechanism is added to allow
market participants that believe that their offer was improperly mitigated to seek relief
from the Commission.*

15.  Filing Parties explain that no substantive changes are being made to how supply
and demand are reflected in the auction.* Specifically, Filing Parties state that Qualified
Capacity will be determined in substantively the same way and that the prompt capacity
market will retain the same three core components to determine demand: (1) the Installed
Capacity Requirement; (2) the use of Marginal Reliability Impact-based sloped demand
curves; and (3) the calculation of Cost of New Entry (CONE) and Net Cost of New Entry
(Net CONE) for capacity resources.*® However, Filing Parties note that, under the
prompt capacity market, the Installed Capacity Requirement will be calculated using load
forecasts developed much closer in time to the relevant Capacity Commitment Period.4’
Filing Parties argue that this will reduce the possibility that load forecasts prove to be
inaccurate, which can result in the auction clearing more or less capacity than is actually
needed to meet the region’s reliability needs.

16.  Filing Parties also state that performance and settlement rules will not change.
Specifically, Filing Parties state that those resources that receive a Capacity Supply
Obligation will continue to be subject to the must-offer requirement to submit daily offers
into the Day-Ahead Energy Market and that resources with Capacity Supply Obligations

3 Id. at 89.
4 Id. at 83-87.
5 Id. at 34-35.

46 CONE is the estimated cost of new entry ($/kW-month) for a capacity resource
that is determined by ISO-NE for each Forward Capacity Auction and Annual Capacity
Auction. See revised Tariff section 1.2.2. Net CONE is an estimate of the CONE, net of
non-capacity market revenues, for a reference technology resource type and is intended to
equal the amount of capacity payments it would require to be economically viable given
reasonable expectations of the energy and ancillary services revenues under long-term
equilibrium conditions. See Tariff, § 1.2.2.

47 Transmittal at 25-26.
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will continue to receive monthly Capacity Base Payments, as well as Capacity
Performance Payments under the Pay for Performance Rules.*®

17.  Filing Parties argue that the move to a prompt capacity market will not in itself
drive capacity market clearing prices up or down relative to prices under the FCM. ¥
Filing Parties explain that the avoidable costs that can be included in ACA capacity offers
may be different than those that can currently be included in FCA capacity offers. For
example, the Copland and Geissler Testimonies explain that many capital expenditures
will now be considered sunk in the prompt capacity market and, therefore, may not be
included in capacity offers.® Copland and Geissler explain, however, that this change
will not necessarily result in a systematic decrease in capacity offers and clearing prices.
First, they note that only one year of amortized capital costs may be included in an FCA
capacity offer, which means that the remaining capital costs are no longer considered
avoidable costs if the resource clears the FCA, significantly limiting the amount of capital
expenditures that can be included in FCA capacity offers. Moreover, they note that
market participants may still ensure that one year of amortized capital expenditures are
included in their capacity offers in the prompt market by postponing investments until
after the ACA, thereby making those investment costs avoidable. Further, Geissler and
Copland state that certain capital expenditures, such as urgent repairs to existing
resources, may be considered avoidable costs in the ACA but would not be considered
avoidable in the FCM if there was not a need for urgent repairs at the time of the FCA.
Additionally, they explain that several other factors will impact the level of avoidable
costs in capacity offers, including Pay-for-Performance costs and revenues, as well as
risk premiums.

C. Overview of Deactivation Notification Framework

18.  Filing Parties explain that, with the move to a prompt capacity market, they also
propose to implement reforms to shift from a resource retirement framework to a
notification-based deactivation framework (Deactivation Notification framework).5!
Filing Parties state that this framework builds on the retirement-based framework under
the FCM, including the market power and reliability review processes, which are largely
retained. However, unlike under the FCM, where retirements are carried out through de-
list bids submitted as part of the pre-auction qualification process more than four years
prior to the Capacity Commitment Period of the planned retirement, Filing Parties

8 Id. at 35.
9 Id. at 30-31.
50 See Geissler Test. at 46-49; Copland Test. at 27-33.

SI Transmittal at 120.
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explain that, under the Deactivation Notification framework, deactivations will be carried
out through a separate notification process that occurs twelve months before the Capacity
Commitment Period during which the planned deactivation would take place.

19.  Filing Parties explain that it had three design objectives when moving to the
Deactivation Notification framework: (1) enabling efficient deactivation decisions; (2)
facilitating a cost-effective response to such deactivation decisions; and (3) simplicity.>?
Filing Parties argue that the twelve-month notification horizon provides market
participants that are considering retirement with better information and optionality about
when to decide on deactivation given that deactivation decisions are made much closer to
the actual deactivation date, which should result in actual deactivation dates that better
align with economically efficient deactivation dates.>* Filing Parties also argue that this
will reduce the likelihood that resources take on Capacity Supply Obligations for
Capacity Commitment Periods in which they are not physically or economically able to
perform due to inaccurately timing retirement decisions.>* Filing Parties argue that this
in turn improves signals to other market participants about the actual timing of when
deactivations are expected to occur, and that this benefit could be significant given that
historically many resources have retired prior to their planned retirement date.> Further,
Filing Parties argue that the Deactivation Notification framework will continue to ensure
that sufficient advance notice is given to prevent adverse reliability impacts from planned
deactivations through ISO-NE’s proactive transmission planning processes and
significant investment in transmission infrastructure in recent decades. Filing Parties
state that deactivation notifications are irrevocable in order to ensure accurate planning
for a reliable system and in order to not undermine market signals from the twelve-month
notification lead time.3¢ Filing Parties state that the certainty associated with irrevocable
Deactivation Notifications submitted and reviewed on a batched basis enables a
streamlined and more efficient process than the one used for the local transmission

52 Id. at 124-125.

53 Id. at 121, Transmittal, attach. C (Testimony of Alan McBride), at 9-13
(McBride Test.).

4 Transmittal at 26-27 (citing the Internal Market Monitor (IMM’s),
2023 Annual Markets Report (May 24, 2024), https://www.iso-ne.com/static-
assets/documents/100011/2023-annual-markets-report.pdf (which notes that between
FCA 9 and FCA 17, approximately 52% of retiring generation retired a year or more
before the Capacity Commitment Period of their planned retirement)).

3 Id. at 125.

6 Id. at 129.
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reliability review of retirements in the Forward Capacity Market.%” Filing Parties explain
that moving the deactivation framework outside the auction process eliminates the
sequential and prolonged review process currently under the FCM and instead employs a
single review of all resources planning to deactivate during a particular Capacity
Commitment Period within the 90-day period that also coincides with the period when
ISO-NE will conduct market power reviews.>® Filing Parties state that these reforms will
bring ISO-NE into alignment with several other RTOs, including PJM Interconnection,
L.L.C. (PIM), New York Independent System Operator, Inc. (NYISO), and MISO, that
also generally require twelve months of notice for deactivation decisions.

D. Overview of Transition Mechanisms

20.  Filing Parties explain that ISO-NE will be implementing two rules to transition
market participation from the FCM to the new prompt capacity market construct.®
Specifically, Filing Parties explain that the first rule describes the transition from the
FCM to the ACA for resources that have either sold capacity in the FCM or elected to be
on critical path schedule monitoring but will not achieve commercial operation status by
the start of the first Capacity Commitment Period under the prompt market. ISO-NE
proposes that such resources will remain on critical path schedule monitoring under the
same conditions as under the FCM, including: the same ability to remain on critical path
schedule monitoring until the resource becomes commercial, is terminated for failure to
adhere to conditions under their critical path schedule, or voluntarily withdraws; the same
termination and voluntarily withdrawal rules; the same assessment for determining
whether a resource has become commercial; and the same financial assurance
requirements. [SO-NE clarifies that such resources may not participate in the ACA until
they become commercial.

21.  Filing Parties explain that the second rule will allow resources that elected to
receive a multi-year price lock under the FCM, for up to six Capacity Commitment
Periods, to continue to receive that price lock under the prompt capacity market.®® Filing
Parties state that the Commission has previously accepted transition mechanisms that
“promote [a] long-term cost-effectiveness for the market, while promoting investor

ST1d. at 131, Transmittal, attach. D (Testimony of Kevin Coopey and Zeky Murra-
Anton), at 24 (Coopey Murra-Anton Test.).

8 Id., Coopey Murra-Anton Test. at 25.
3 Id. at 139-140.

60 74 at 147.
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confidence,”®! and that these transition mechanisms support these objectives for

resources that either need more time to become commercial or anticipated receiving a
continued price-lock that will now be administered under the prompt capacity market.
Filing Parties explain that such resources will be required to offer into the ACA at $0 in
order to ensure they are inframarginal and receive a Capacity Supply Obligation.5? As
under the FCM, ISO-NE explains that resources that terminate their multi-year price-lock
would not be able to re-elect such treatment, and that multi-year price-locks are only
available for whole Capacity Commitment Periods. In addition, ISO-NE explains that it
is proposing provisions related to resources with a multi-year price-lock that are non-
commercial for the first ACA, which would allow such resources to maintain their price-
lock through the remaining years of their price-lock election once those resources become
commercial.

E. Relationship to the Broader CAR Initiative

22.  Filing Parties explain that this CAR-PD filing represents Phase 1 of a two-phase
initiative to reform ISO-NE’s capacity market.®* Filing Parties explain that Phase 2 is
currently under development with stakeholders and is scheduled to be filed with the
Commission by the end of 2026. Filing Parties explain that Phase 2 will include two
additional reforms: (1) replacing the ACA with two seasonal (summer and winter)
auctions; and (2) the implementation of a new accreditation process that captures the
marginal reliability contributions of resources during periods of highest system risk.
Filing Parties state that they intend to implement both Phase 1 and Phase 2 reforms prior
to running the first ACA in May 2028.%¢ However, Filing Parties make clear that the
CAR-PD proposal is fully implementable on its own and that ISO-NE can use CAR-PD
to run the 2028 ACA regardless of whether Phase 2 is implemented.

III. Notice and Responsive Pleadings

23.  Notice of the filing was published in the Federal Register, 91 Fed. Reg. 368 (Jan.
6, 2026), with interventions, comments, and protests due on or before January 20, 2026.
The Maine Public Utilities Commission and Massachusetts Department of Public Utilities
filed notices of intervention. Timely motions to intervene were filed by Avangrid, Inc.;
Boston Energy Trading and Marketing LLC; Calpine, LLC; Constellation Energy
Generation, LLC; CPV Towantic, LLC; Dominion Energy Services, Inc.; Electric Power

61 1. at 140 (citing ISO New Eng. Inc., 155 FERC 9 61,319, at P 62 (2016)).
62 14 at 147-149.
63 Transmittal at 5-7.

% 1d at 7, 20.
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Supply Association; Eversource Energy Service Company; FirstLight Power Inc.; H.Q.
Energy Services (U.S.); LS Power Development, LLC; Narragansett Electric Company;
National Grid; New England Power Generators Association Inc. (NEPGA); New England
States Committee on Electricity (NESCOE); New Hampshire Office of the Consumer
Advocate; NRG Business Marketing LLC; Public Citizen, Inc.; Public Systems;% Solar
Energy Industries Association (SEIA); and The Retail Energy Supply Association.
Comments were filed by the IMM, NEPGA, NESCOE, Public Systems, and SEIA.
Supplemental Comments were filed by NEPOOL.

A. Comments

24.  The IMM and SEIA support the CAR-PD proposal.®®¢ NEPGA, NESCOE, and
Public Systems also support the CAR-PD proposal, but with the caveat that there is
further work to be done.%” In its supplemental comments, NEPOOL provided additional
detail on the stakeholder process, noting that the Participants Committee voted
overwhelmingly in favor of the proposal and including specific details on the conceptual
ideas and amendments that were discussed and/or voted on in stakeholder meetings.

25.  The IMM, NEPGA, NESCOE, Public Systems, and SEIA state that they support
the CAR-PD proposal for many of the reasons articulated by ISO-NE. For example, they
argue that the proposal will mitigate the issue of phantom entry and use more accurate
demand-side and supply-side data inputs, thereby ensuring improved market efficiency
and that the capacity secured through the auction will meet the region’s actual reliability
requirements.® Further, NESCOE, Public Systems, and SEIA support the proposal’s
simplification of the auction processes, which they argue will reduce administrative
burdens,” and NEPGA, NESCOE, and SEIA note that the deactivation process will

85 Collectively, Massachusetts Municipal Wholesale Electric Company,
Connecticut Municipal Electric Energy Cooperative, New Hampshire Electric
Cooperative, Inc., and Vermont Public Power Supply Authority.

6 ITMM Comments at 1-2; SEIA Comments at 1-2.

7 NEPGA Comments at 1-8; NESCOE Comments at 1-2; Public Systems
Comments at 1-2.

8 NEPOOL Comments at 1-9.

% IMM Comments at 2-4; NEPGA Comments at 2-3; NESCOE Comments at 3-4;
Public Systems Comments at 6-11; SEIA Comments at 4-5.

70 NESCOE Comments at 4; Public System Comments at 6; SEIA Comments at 1.
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provide better information for resources considering deactivation or reactivation.” The
IMM, SEIA, and NESCOE all state that the benefits of a prompt market will increase
over time as the grid continues to change, including from the potential emergence of
large loads.”* SEIA further notes that the Commission has accepted prompt auctions
relying on near-term capacity procurement in MISO and NYISO.”

26.  In addition, the IMM states that it supports the proposed buyer-side market power
rules and deactivation framework.” Furthermore, the IMM supports the move to a
sealed-bid auction as a more administratively efficient means of running the auction,
while mitigating market power concerns from the ability in the descending clock auction
format to use information revealed during the auction to theoretically strategize a
withdrawal that could inflate prices above competitive levels.”> The IMM also supports
the extension of the capacity must-offer requirement to all resources with CNRIS, as well
as the new cost recovery mechanism for resources that believe they have been improperly
mitigated.”®

27.  NEPGA notes its concern with the proposed methodology for calculating the
Capacity Offer Price Threshold, the price above which a Market Participant’s capacity
supply offer price is subject to supply-side mitigation review by the IMM.”7 NEPGA
states that the methodology risks over mitigation and uneconomic market prices, but
acknowledges that ISO-NE has committed to evaluate this concern during the CAR-SA
Filing NEPOOL stakeholder process.” Separately, NEPGA states that, while it does not
oppose the extension of the must-offer requirement to all resources with CNR Capability
and Qualified Capacity in excess of 0 MW, it notes its concern regarding Filing Parties’
justification for this extension, specifically, that it is necessary to ensure that “load gets

INEPGA Comments at 3; NESCOE Comments at 3; SEIA Comments at 5-6.
2 IMM Comments at 2; NESCOE Comments at 4; SEIA Comments at 6.

3 SEIA Comments at 2-3 (citing Midcontinent Indep. Sys. Operator, Inc.,
162 FERC 4 61,176; N.Y. Indep. Sys. Operator, Inc., 179 FERC 4 61,102 (2022)).

74 IMM Comments at 11-13.
S Id. at 5-8.

76 Id. at 8-10.

"7NEPGA Comments at 4-5.

8 Id. at 4 (citing Transmittal at 74).
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the full value of the [interconnection rights] they are paying to maintain.””® Specifically,

NEPGA argues that while Network Customers are responsible for funding a significant
share of transmission, interconnection customers are responsible for funding related
transmission upgrades.3 NEPGA states that the extension of the must-offer requirement
promotes market competition, which is a sufficient reason for its acceptance. NEPGA
also notes that there is a risk that Reliability Must-Run (RMR) or cost-of-service
agreements could last longer under the new deactivation framework given the shorter
amount of time to prepare for a resource deactivation, and asks the Commission to take
notice of this risk and take action if this risk materializes.?! Notwithstanding these
concerns, NEPGA states that it supports the CAR-PD proposal and asks that the
Commission accept it.

28.  NESCOE supports the filing but asks that [ISO-NE provide as much supplemental
information to stakeholders as possible during the transition to the prompt market to
mitigate the possibility of short-term price volatility.®?

29.  Finally, Public Systems argues that both Phase 1 and Phase 2 of the CAR reforms
are essential to realize the full benefits of a move to a prompt market and urges the
Commission, in approving the CAR-PD proposal, to stress that Phase 2 must also be
completed and submitted by the end of 2026.3

IV. Discussion

A. Procedural Matters

30.  Pursuant to Rule 214 of the Commission’s Rules of Practice and Procedure,
18 C.F.R. § 385.214 (2025), the notices of intervention and timely, unopposed motions
to intervene serve to make the entities that filed them parties to this proceeding.

" Id. at 5-6 (citing Transmittal at 70).
80 1d. at 5-6.

811d. at 7-8.

82 NESCOE Comments at 4-5.

83 Public Systems Comments at 7, 9, 11-13, 16-18.
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B. Substantive Matters

31.  Asdiscussed below, we find that Filing Parties” CAR-PD proposal is just and
reasonable and not unduly discriminatory or preferential, and therefore accept the filing
effective March 31, 2026, as requested.

32.  We find that Filing Parties’ proposal to implement a prompt auction design for the
ISO-NE capacity market — with ACAs held four weeks prior to each Capacity
Commitment Period — is just and reasonable. As Filing Parties state, the Commission has
previously found proposed capacity market designs that rely on prompt capacity auctions
to be just and reasonable. Specifically, the Commission approved MISO’s proposed
prompt capacity auction market design, under which MISO holds a prompt auction two
months prior to the delivery year.3 Based on the record before us, we agree with Filing
Parties that the proposal to move to a prompt capacity auction market design in ISO-NE
is just and reasonable because it will reduce supply uncertainty by requiring resources to
be fully commercial and to have demonstrated their ability to deliver capacity to the
region to participate in ACAs,% reduce demand uncertainty because the Installed
Capacity Requirement will be calculated using data that is closer in time to the Capacity
Commitment Period,3¢ simplify many processes within the auction and qualification
rules,?” and result in more accurate Qualified Capacity values for resource
accreditation.38

84 Midcontinent Indep. Sys. Operator, Inc., 162 FERC 9§ 61,176 at PP 70-74
(finding that MISO’s prompt capacity auction market design may be beneficial because
“[load-serving entities] can accurately forecast their loads by taking into consideration
changes such as those resulting from shifting economic conditions and MISO can
accurately account for transmission constraints, forced outage rates, and expected
performance of Load Modifying Resources”), reh’g denied, 170 FERC 9 61,215 at
PP 125-26.

85 Transmittal at 23-25.
86 1d. at 25-26.

87 Id. at 27-28 (noting that ISO-NE will no longer have to track the development of
non-commercial resources or hold financial assurance for such resources and that it will
no longer be necessary for ISO-NE to hold reconfiguration auctions to balance changes in
supply and demand between the time of the FCA and the beginning of the Capacity
Commitment Period).

88 Id. at 29-30.
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33.  We also find the proposed Deactivation Notification framework to be just and
reasonable. We agree with Filing Parties that the 12-month notification horizon will
allow market participants to make their retirement decisions based on better information
about market conditions, revenues, costs, and the remaining economic life of the
resource, which should result in resources’ actual deactivation dates aligning more
closely with their most economically efficient deactivation dates.?® Indeed, PJM,
NYISO, and MISO all have deactivation frameworks, which the Commission has found
to be just and reasonable, that require deactivating resources to provide 12 months’ notice
prior to deactivating, as Filing Parties propose here.?® Further, Filing Parties’ proposal
also allows ISO-NE to study Deactivation Notifications on a batched basis, enabling a
streamlined and more efficient process than under the status quo.®! While we
acknowledge NEGPA’s concern that RMR-type cost-of-service agreements could last
longer under the new deactivation framework, we note that, as relevant to the instant
filing, NEPGA only asks that the Commission take notice of this aspect of the design.

34.  We also find the proposed transition mechanisms to be just and reasonable
because, as further explained below, they provide investor confidence and certainty. The
proposed transition mechanisms allow resources that received a multi-year price lock
under the FCM to continue to receive that price lock. Additionally, the proposed
transition mechanisms provide that resources that will not achieve commercial operation
status by the start of the first Capacity Commitment Period under the prompt market will
remain on critical path schedule monitoring under the same conditions as under the FCM.
Moreover, the transition mechanisms will incentivize these market participants to
complete their investments and successfully bring the capacity for which they have
obtained a Capacity Supply Obligation online.

35. We note that NEPGA has raised concerns of over-mitigation under the proposed
methodology for calculating the Capacity Offer Price Threshold.”?> As Filing Parties note
in their Transmittal, the Capacity Offer Price Threshold methodology is the same as the
methodology used to determine the Dynamic De-List Bid Threshold under the FCM.

89 Transmittal at 139.

% See PJM Interconnection, L.L.C., Intra-PJM Tariffs, 113, OATT 113 Notices,
§ 113.1; New York Independent System Operator, Inc., NYISO Tariffs, NYISO OATT,
31.2.8-31.2.13 OATT Att Y Reliability Planning Process, § 31.2.11.2; Midcontinent
Independent System Operator, Inc. Open Access Transmission, Energy and Operating
Reserve Markets Tariff, 38.2.7, Generation Suspension, Generation Retirement, and
System Sup, § 38.2.7

91 Transmittal at 131.

92 NEGPA Comments at 4-5.
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ISO-NE is not proposing to change this methodology in the instant proceeding. We
continue to find that, as the Commission previously explained, the methodology
“produce[s] a value that reasonably balances the objectives of protecting against the
exercise of market power and minimizing interference with competitive bidding.”*3
Moreover, we note that ISO-NE has committed to further evaluate whether the calculated
Capacity Offer Price Threshold over- or under-mitigates capacity supply offers.%*

36. NEPGA requests that the Commission not rely on Filing Parties’ rationale that the
extension of the must-offer requirement to all commercial resources that hold CNRIS
ensures that “load gets the full value of the [interconnection rights] they are paying to
maintain.”® Based on the record before us, we find that Filing Parties’ proposal to
extend the must-offer requirement to all resources that hold CNRIS is just and reasonable
because, as Filing Parties state, the intended purpose of such rights is to make resources’
capacity available to the ISO-NE region and allowing a resource that holds CNRIS to
decline to offer its capacity would prevent another resource from doing so and thus
adversely affect “[ISO-NE’s] ability to cost-effectively obtain sufficient capacity
commitments through the [ACA].”%

37. Regarding NESCOE’s concerns about the possibility of short-term price
volatility,” we note ISO-NE’s expressed commitment to continue to work with
stakeholders to understand and address their concerns regarding the new prompt capacity
auction market design.®®

38.  Finally, we find that Public Systems’ comments that the full benefits of the prompt
capacity auction market design will not be realized without the reforms anticipated in the
CAR-SA Filing are outside the scope of this proceeding. As Filing Parties represent in
their Transmittal, the CAR-PD proposal represents a complete market design
implementable on a standalone basis.”

93 See ISO New Eng., Inc., 174 FERC 9 61,162 at PP 18-21 (2021).
%4 Transmittal at 74.

9% NEPGA Comments at 6 (quoting Transmittal at 70).

%6 Transmittal at 69-70.

7 NESCOE Comments at 4-5.

%8 Transmittal at 7-9.

9 Transmittal at 20.
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The Commission orders:

Filing Parties’ filing is hereby accepted effective March 31, 2026, as requested,
as discussed in the body of this order.

By the Commission.

(SEAL)

Debbie-Anne A. Reese,
Secretary.
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Appendix — Tariff Records

ISO New England Inc.
ISO New England Inc. Transmission, Markets and Services Tariff

1.2, 1.2 Rules of Construction; Definitions (177.0.0).

1.3, 1.3 Obligations of MPs & Other Customers (10.0.0).

Section II TOC, Section II Table of Contents (19.0.0).

11.22, 11.22 Operating Arrangements (2.0.0).

11.48, 11.48 Interconnection Service Capabilities (5.0.0).

ILI, II.I; Deactivation (0.0.0).

ILI, I1.52 through I1.55 (0.0.0).

Schedule 16, Schedule 16 System Restoration and Planning Service (61.0.0).
Attachment K, Attachment K Regional System Planning Process (34.0.0).
Attachment N, Attachment N Procedures for Regional System Plan Upgrades
(7.0.0).

Section III TOC, Section III - Table of Contents (56.0.0).

IIL.1, II1.1 Market Operations (76.0.0).

II1.12, I11.12 Calculation of Capacity Requirements (29.0.0).

III.13, II1.13 Forward Capacity Market (11.0.0).

III.15, II1.15 Annual Capacity Market (0.0.0).

Appendix A, Appendix A Market Monitoring, Reporting and Market Power Mit

(69.0.0).
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