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1. On November 1, 2011, as supplemented on January 30, 2012 and February 9,
2012, Midwest Independent Transmission System Operator, Inc. (MISO) submitted,
under section 205 of the Federal Power Act (FPA),* proposed revisions to the Generator
Interconnection Procedures (GIP) in Attachment X of its Open Access Transmission,

116 U.S.C. § 824d (2006).
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Energy and Operating Reserve Markets Tariff (Tariff) in order to address backlogs in its
generator interconnection queue and late-stage terminations of generator interconnection
agreements.

2. As discussed below, we will conditionally accept MISO’s proposed revisions and
make the Tariff revisions effective January 1, 2012, as requested.

l. Background

A. History of Interconnection Queue Issues

3. In Order No. 2003,% the Commission issued standardized large generator
interconnection procedures (LGIP) and a standardized large generator interconnection
agreement (LGIA). The Commission’s goal was to minimize opportunities for undue
discrimination and expedite the development of new generation, while protecting
reliability and ensuring that rates are just and reasonable.

4. In its compliance filing to Order No. 2003 and 2003-A, MISO stated that the
geographic expanse of its footprint made it inefficient to process Interconnection
Requests according to time of receipt, without regard for geography; thus, MISO
proposed revisions to the pro forma LGIP in order to use a “group study” approach to
queue processing. MISO also sought changes to the pro forma LGIP and LGIA that
would permit MISO to study individual interconnection requests out-of-queue order
based upon: (1) the electrical remoteness of the generating facility; or (2) the request of
the interconnection customer, when MISO concurs with the request and has the resources
to perform the study, and if the interconnection customer accepts the financial risk of
restudy and reassignment of upgrades when the Interconnection Request become the next
in the queue.®

2 Standardization of Generator Interconnection Agreements and Procedures,
Order No. 2003, FERC Stats. & Regs. { 31,146 (2003), order on reh’g, Order
No. 2003-A, FERC Stats. & Regs. 1 31,160, order on reh’g, Order No. 2003-B, FERC
Stats. & Regs. 31,171 (2004), order on reh’g, Order No. 2003-C, FERC Stats. & Regs.
131,190 (2005), aff’d sub nom. Nat’l Ass’n of Regulatory Util. Comm’rs v. FERC, 475
F.3d 1277 (D.C. Cir. 2007), cert. denied, 552 U.S. 1230 (2008).

* Midwest Indep. Transmission Sys. Operator, Inc., 108 FERC { 61,027, at
PP 122-123, order on reh’g, 109 FERC 61,085, at PP 25-28 (2004).
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5. The Commission accepted MISO’s proposal to process interconnection requests in
groups and out-of-queue order, as proposed, conditioned on MISO meeting timing
requirements in Order Nos. 2003 and 2003-A.*

6. In 2008, the Commission held a technical conference regarding interconnection
queuing practices and queue related issues that emerged after the issuance of Order

No. 2003 and issued an order directing Regional Transmission Organizations (RTOs) and
Independent System Operators (ISOs) to develop and propose their own solutions to
issues related to delays and backlogs in processing queues.”

7. To remedy this situation, MISO along with its stakeholders, created the
Interconnection Practices Task Force to identify and correct the parts of its queue
management procedures that were not functioning well. As a result of this stakeholder
process, MISO proposed, and the Commission largely accepted, revisions to Attachment
X of the Tariff in order to reform MISO’s interconnection queue subject to annual
informational reports.® These revisions modified MISO’s GIP to limit delays caused by
inactive projects in the queue. Among other things, MISO revised its procedure for
processing interconnection applications from a “first-come, first-served” approach to an
approach based on the progress that the generation project is making towards commercial
operation, essentially a “first-ready, first-served” approach. Under these procedures, an
interconnection customer pays the M1 study deposit to enter the Pre-Queue Phase. In
this phase, a Feasibility Study is performed to determine whether the transmission system
can accommodate the interconnection request and whether the project can move directly
to the second phase of the queue — the Definitive Planning Phase — or whether it should
proceed to the first phase of the queue — the System Planning and Analysis phase — for
additional study.” If a project is not eligible to proceed to the Definitive Planning Phase,
the customer then enters the System Planning and Analysis phase and undergoes a
System Impact Study. After receiving its study results, the customer would then have to

“1d.

® Interconnection Queuing Practices, 122 FERC 1 61,252, at PP 8-9 (2008)
(Conference Order).

® Midwest Indep. Transmission Sys. Operator, Inc., 124 FERC { 61,183 (2008)
(Queue Reform Order), order on reh’g, 127 FERC 1 61,294 (2009) (Queue Reform
Rehearing Order).

" The System Planning and Analysis phase replaced the System Impact Study
Phase in MISO’s first queue reform proceeding.
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decide whether to fulfill the M2 milestone® in order to enter the Definitive Planning
Phase. In the Definitive Planning Phase, the customer would receive a System Impact
Study Review that would give them an approximation of the type and cost of upgrades
that would have to be funded in order to facilitate their interconnection request. After
receiving this information, the customer would then have to decide whether to fulfill the
M3 milestones® in order to undergo a Facilities Study. Upon completion of the Facilities
Study Review, the interconnection customer would then have the opportunity to negotiate
an interconnection agreement. Under MISQO’s proposal, projects that had not yet started a
Facilities Study were subject to all provisions of the new GIP; projects that had started a
Facilities Study were only subject to revisions relating to suspension.

8. In 2009, MISO proposed, and the Commission accepted, additional revisions to its
GIP that it characterized as its second phase of its interconnection queue reform.> MISO
stated that its revisions were intended to address physical constraints that were delaying
the interconnection of new generation in many areas of MISO’s footprint and streamline
the processing of interconnection requests. To address these concerns, MISO put in place
two new pro forma agreements into the GIP: a facilities construction agreement for a
single interconnection customer and a facilities construction agreement for multiple
interconnection customers.

B. MISQO’s Proposal

9. MISO notes that delays associated with the failure of projects within the Definitive
Planning Phase to move through that phase are causing backups. MISO states that it
examined the queue in August 2011 to identify interconnection requests that were active
on January 1, 2009 and are still active now. MISO states that this examination indicated
that there were 141 interconnection requests, or just under half the queue, that met this
criteria. MISO explains that 128 of these projects are located in Minnesota, lowa,

North Dakota, and South Dakota.'* MISO believes that the primary factor causing this
backup is the lack of renewable energy purchasers in the market. MISO asserts that

® The M2 milestone refers to a set of requirements that an interconnection
customer must meet before entering the Definitive Planning Phase. These requirements
are discussed in further detail below.

% The M3 milestone refers to the requirements that an interconnection customer
must meet in order to obtain a Facilities Study.

19 Midwest Indep. Transmission Sys. Operator, Inc., 129 FERC { 61,301 (2009)
(Queue Reform I1).

1 Mr. Eric Laverty Test. at 9 (Laverty Testimony).
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transmission uncertainty, particularly around Multi Value Projects (MVP),*? creates a
cost uncertainty for generators and makes it more difficult for generators to compete for
the limited amount of demand in the market.** MISO claims that this lack of demand has
made interconnection customers reluctant to meet the milestone between the System
Impact Study and the Facilities Study in the Definitive Planning Phase or to complete a
GIA. MISO states that it has also seen an increase in interconnection customers
questioning study methods, challenging results, and using dispute resolution.*

10.  MISO states that there has been a recent increase in the uncertainty surrounding
whether an interconnection customer will have to be restudied due to the occurrence of an
event identified as a contingency in its GIA.™® MISO asserts that this uncertainty results
from a recent increase in the number of projects with GIAs either terminating, breaching,
or defaulting under their agreements. MISO explains that contingencies were less of an
issue in 2008 when a low percentage of projects that executed a GIA withdrew their
projects; in 2011, however, MISO states it has had between 10 and 20 projects with GIAs
terminated, breached, or defaulted on their agreements.16

11.  Also, MISO concedes that interconnection customers’ concerns regarding study
methods could be a result of mistakes made by MISO staff and that MISO takes these
concerns seriously. MISO states that it was only after MISO saw the totality of the
circumstances (i.e., similarities among the concerns, the reluctance of projects to move
forward, and the lack of requests for proposals for new projects) that MISO determined
that further queue reform was necessary.*’

12.  MISO explains that the reforms in this proceeding are intended to extend the idea
of “first-ready, first-served” in the queuing process by removing timelines for

12 Midwest Independent Transmission System Operator, Inc. 133 FERC { 61,221
(2010).

3 L averty Testimony at 9.
" 1d. at 9-10.

> 1d. at 9. See also MISO, FERC Electric Tariff, Attachment X (0.0.0), app. 6,
art. 11.3 (providing for the restudy of a project if certain contingencies arise, including
the withdrawal of a higher-queued customer, which may affect a project’s responsibility
for network upgrades).

18| averty Testimony at 8-9.

7d. at 11.
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interconnection customers in order to allow them to proceed at their own pace.’® MISO
explains that, under its proposal, an interconnection customer will be permitted to remain
in the System Planning and Analysis phase indefinitely, so long as the interconnection
customer refreshes its study once every 18 months. MISO also explains that an
Interconnection customer may request to be studied using a variety of assumptions during
the System Planning and Analysis phase. Under MISQO’s proposal an interconnection
customer will have 30 days to complete and execute an interconnection study review
form, which allows the interconnection customer to recommend changes to the model
used to study its interconnection request. MISO further explains, however, that the result
of studies performed in the System Planning and Analysis phase will not form the basis
for interconnection studies performed in the Definitive Planning Phase.'® Additionally,
MISO explains that an interconnection customer may make changes to its interconnection
request in the System Planning and Analysis phase.

13.  Atatime of its choosing, the customer may move to the Definitive Planning Phase
by providing a study deposit, providing necessary information, and making a new M2
“cash-at-risk” payment.?’ Like in the System Planning and Analysis phase, under
MISO’s proposal, an interconnection customer will be required to complete and execute
an interconnection study review form. Once in the Definitive Planning Phase, most
modifications by the interconnection customer would be deemed to be Material
Modifications.

14.  Under MISO’s proposal, an interconnection customer would be required to make
an “initial payment” toward its network upgrade costs within a prescribed time period
following the execution of its GIA or the filing of an unexecuted GIA with the
Commission. In particular, the interconnection customer would be required to either pay
a certain percentage of the total cost of its network upgrades or to provide security equal
to 100 percent of the cost of network upgrades.?* MISO states that this revision prevents

®1d. at 8.
9 Proposed revised section 7.3.

20 The cash-at-risk payment entirely replaces all other means by which an
interconnection customer can presently demonstrate readiness (e.g., ordering turbines).
The cash-at-risk payment is generally based upon a formula that considers the $/MW
year long-term firm point-to-point transmission service rate for the interconnecting zone
in schedule 7, the MW size of the facility, and the number and cost of constraints.

2 Under the currently effective pro forma GIA, an interconnection customer is
required to provide security for the cost of its network upgrades 30 days prior to the
commencement, design, procurement, installation, or construction of a discrete portion of

(continued...)
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the customer from establishing a long lead time for a project without having to expend
capital.

15.  MISO proposes to apply its queue reform to certain existing interconnection
requests. In particular, the revised GIP, including the M2 milestone payment, will apply
to an interconnection customer that has an executed GIA but must be restudied due to, for
example, a higher-queued interconnection customer withdrawing. The revised GIP will
also apply where the interconnection customer is being studied for the first time and does
not have an interconnection agreement. Such customers will be required by the end of a
90 day period following the effective date to transition to the new GIP.? Those projects
that are unable to make the new M2 milestone payment would be placed in the System
Planning and Analysis phase.?® Only interconnection requests for projects that are in
commercial operation and have an executed GIA as of the effective date of the revised
GIP will be exempt from the revised GIP. However, MISO clarifies in its answer that it
intends not to apply the M2 milestone payment to a customer with a signed GIA, that has
not reached commercial operation (and is being restudied), where such customer has
satisfied the milestones in its GIA.

16.  Finally, MISO proposes a new sub-class of Energy Resource Interconnection
Service called Net Zero Interconnection Service. This new service, states MISO, would
allow an existing interconnection customer to increase the gross generating capability at
the point of interconnection of an existing generating facility without increasing the net
generation output at the point of interconnection above the existing generating facility’s
capacity, thereby permitting a new generating facility to interconnect at that point.?*
MISO states that the existing generator and a new generator would work out a means of
controlling the output of the combined units. According to MISO, with the output

certain network upgrades. MISO, FERC Electric Tariff, Attachment X (0.0.0), app. 6,
art. 11.5.

22 proposed revised sections 5.1.1.2, 5.1.2 and 8.2.
23 Proposed revised section 5.1.1.

24 According to MISO, the terms and conditions of Net Zero Interconnection
Service will be governed by an Energy Displacement Agreement and a Monitoring and
Consent Agreement. Under MISO’s proposal, an interconnection customer seeking Net
Zero Interconnection Service will be required to enter into an Energy Displacement
Agreement with the owner of the existing generating facility prior to submitting a request
for net zero service if the customer is not the owner or subsidiary of the existing
generator.



Docket No. ER12-309-000 -9-

controlled, the net effect on output seen by the system is unchanged, thus the name “net
zero.”

1. Notice and Responsive Pleadings

17.  Notice of the November 1 Filing was published in the Federal Register, 76 Fed.
Reg. %?,716 (2011), with interventions or protests due on or before November 30,
2011.

18.  On December 30, 2011, staff issued a letter informing MISO that the November 1
Filing was deficient and requesting additional information. MISO submitted a response
to this letter on January 30, 2012 (Supplemental Filing).

19. Notice of MISO’s January 30 Response was published in the Federal Register, 77
Fed. Reg. 6103 (2012), with interventions or protests due on or before February 21, 2012.

20.  The entities listed in Appendix A filed motions to intervene, including EDP,
Prairie Rose, and Akuo, who filed motions to intervene out of time.

21.  Intervenors who also submitted comments supporting MISQO’s proposed revisions
include MISO Transmission Owners, Xcel, Alliant, and Midwest TDUSs.

22.  Intervenors who protested or commented adversely on aspects of MISO’s
proposed revisions include EcoEnergy, NextEra, Geronimo, National Renewable
Solutions, AMP, Iberdrola, the Midwest Developers, AWEA and WOW, E.ON, Flat Hill,
EPSA, Detroit Edison, Joint Protestors, Juhl, and Calpine. American Renewable Energy
Solutions, LLC (ARES) filed comments but did not move to intervene.

23.  Answers were filed by Prairie Rose, the Joint Protestors, Xcel, MISO, the Midwest
Developers, and the MISO Transmission Owners.

24.  OnJanuary 31, 2012, Prairie Rose filed a motion asking the Commission to
separate its consideration of Net Zero Interconnection Service from the other issues in

% On November 3, 2011, the AWEA and WOW filed a motion asking the
Commission to extend the time to file comments to December 6, 2011. On November 8,
2011, the Commission issued a notice extending the time to file comments, protests, and
interventions to November 29, 2011. On November 15, 2011, WOW filed an additional
motion asking the Commission to extend the time for submitting comments, protests, and
interventions to December 2, 2011, and E.ON Climate & Renewables North America
LLC (E.ON) subsequently filed a motion supporting WOW’s motion. On November 18,
2011, the Commission issued a notice extending the date for filing comments, protests,
and interventions to November 30, 2011.
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this docket and to expeditiously approve Net Zero Interconnection Service within 30 days
of its motion. Joint Protestors filed an answer opposing Prairie Rose’s motion.

I11. Discussion

A. Procedural Matters

25.  Pursuant to Rule 214 of the Commission’s Rules of Practice and Procedure,
18 C.F.R. § 385.214 (2011), the timely, unopposed motions to intervene serve to make
the entities that filed them parties to this proceeding.

26.  Pursuant to Rule 214(d) of the Commission’s Rules of Practice and Procedure,

18 C.F.R. § 385.214(d) (2011), the Commission will grant EDP’s, Prairie Rose’s, and
Akuo’s late-filed motions to intervene given their interest in the proceeding, the early
stage of the proceeding, and the absence of undue prejudice or delay. We will also accept
the late protests of Juhl and ARES given their interest in the proceeding, the early stage
of the proceeding, and the absence of undue prejudice or delay.

27.  Rule 213(a)(2) of the Commission's Rules of Practice and Procedure, 18 C.F.R.
8§ 385.213(a)(2) (2011), prohibits an answer to a protest or answer unless otherwise
ordered by the decisional authority. We will accept the answers that have been filed in
this proceeding because they have provided information that assisted us in our decision-
making process.

B. Standard of Review

28.  The Commission applies an independent entity standard to evaluate RTOs and
ISOs proposals for revisions to the procedures outlined in Order No. 2003.° Under that
standard, independent entities, such as RTOs and 1SOs, are entitled to more flexibility in
proposing variations than are non-independent entities, primarily because they do not
have affiliated generation and thus are less likely than non-independent entities to favor
one generator over another. Under the independent entity standard, MISO must
demonstrate that its proposed variations are just and reasonable and not unduly
discriminatory, and that they would accomplish the purposes of Order No. 2003.?’

26 Order No. 2003, FERC Stats. & Regs. ] 31,146 at PP 822-827; Order
No. 2003-A, FERC Stats. & Regs. 131,160 at P 759. See also Queue Reform Order,
124 FERC 61,183 at P 31; Conference Order, 122 FERC 61,252 at P 13.

2T Conference Order, 122 FERC { 61,252 at P 13, n.10.
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C. Substantive Matters

29.  We believe that, as modified below, the proposed revisions to the GIP are just and
reasonable and build upon previous queue reform efforts in an attempt to further the goals
of Order No. 2003: to minimize opportunities for undue discrimination and expedite the
development of new generation, while protecting reliability and ensuring that rates are
just and reasonable.

30.  In previous phases of queue reform, MISO has implemented reforms designed to
expedite the processing of the queue, such as embracing a “first-ready, first-served”
approach, modifying milestones that an interconnection customer must meet in order to
proceed through the interconnection queue, and adopting limitations on the ability of
projects to suspend. As discussed further below, the evidence provided in this
proceeding indicates that, while progress has been made, further reform is necessary due
to the fact that MISO continues to experience a backlog in the queue and has seen an
increase in the number of projects withdrawing in the later stages of the interconnection
process. We believe that, as modified below, MISO’s proposed revisions to the GIP,
including the adoption of enhanced financial milestones, removing timelines for
customers to proceed to the Definitive Planning Phase, and requiring interconnection
customers to sign-off on study models will help achieve the overall goals of
interconnection queue reform — discouraging speculative or unviable projects from
entering the queue, getting projects that are not making progress toward commercial
operation out of the queue, and helping viable projects achieve commercial operation as
soon as possible.?® We also find that MISO’s proposal to implement Net Zero
Interconnection Service, as modified below, has the potential to foster the efficient use of
the transmission system. Therefore, as discussed below, we conditionally accept MISO’s
proposal under the independent entity standard, subject to MISO making a compliance
filing.

1. Need for Reform

a. Comments

31.  Several commenters argue that MISO’s proposal is premature and that the backlog
identified by MISO results from the ongoing study of the so-called Group 5 projects® as

28 Queue Reform Order, 124 FERC { 61,183 at P 44.

% The Group 5 projects consist of interconnection requests in Southwest
Minnesota, Northwest lowa, and Eastern South Dakota. MISO’s GIP in Attachment X
provides that generator interconnection projects may be studied as a group for the
purpose of conducting interconnection studies. MISO conducted the generator
interconnection system impact studies as a group for the Group 5 projects. The initial

(continued...)
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well as the fact that the MVP projects have not yet gone into effect.** The Midwest
Developers, AWEA, and WOW argue that the delay in studying the Group 5 projects,
due to errors on the part of MISO and changes within Group 5, has resulted in a backlog
of interconnection customers and has stalled other study groups within the western
portion of MISO’s footprint.®* The Midwest Developers state that they expect that the
restudies of the Group 5 projects should be completed in the first quarter of 2012, with
the negotiation and execution of interconnection agreements to occur in the second and
third quarters of 2012.3 The Midwest Developers, AWEA, and WOW state that they
expect that MISO’s approval of its first set of MVPs, hopefully including upgrades that
will allow the Group 5 projects to proceed, will reduce uncertainty and alleviate
congestion in the queue.®® The Midwest Developers add that the fact that the vast
majority of the congestion is located in the western part of its footprint demonstrates that
congestion in the queue is not the result of any flaws in the existing interconnection
procedures as much as it is the result of unique factors in that region.** They further state
that the existing queue procedures should be given time to work and that further reforms
should only be considered after the issues driving the backlog in the queue are resolved.®
Iberdrola argues that “[w]hile MISO’s contentions regarding the supply and demand
balance may be true, timely completing studies, and moving forward on transmission

studies were performed in 2006 and 2007 and the study reports were posted during the
summer and fall of 2007. In late 2009, MISO indicated that restudy of the Group 5
projects was necessary due to the withdrawal of higher-queued generators, including
some members of Group 5. Midwest Indep. Transmission Sys. Operator, Inc., 131 FERC
161,165, at P 28 (2010).

% Midwest Developers Protest at 2-4; AWEA and WOW Protest at 6-7; NextEra
Protest at 2; Iberdrola Protest at 16-17.

31 Midwest Developers Protest at 2-3, 8-10; AWEA and WOW Protest at 6.
%2 Midwest Developers Protest at 11.

%1d. at 10-11; see also AWEA and WOW Protest at 6-7.

% Midwest Developers Protest at 9.

% Midwest Developers Protest at 8; AWEA and WOW Protest at 7. See also
NextEra Protest at 2-3.
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projects that affect network upgrade costs and access to the market is the more
appropriate path to increase certainty.”*

32. AWEA and WOW state that, while MISO’s proposed revisions may make the
interconnection process more efficient for MISO, they will result in an ineffective
process for interconnection customers and will result in a burdensome and unnecessary
queue clearing exercise that will create significant new barriers to entry for new
generators.>” The Midwest Developers similarly contend that MISO’s proposed revisions
will lead to further uncertainty and unfairness for interconnection customers.®

33.  The Midwest Developers contend that MISO’s proposal is not entitled to the
deference that is typically given to proposals that are vetted through the stakeholder
process. They state that MISO’s proposal is largely barren of stakeholder input; MISO
did not even hold a vote on its final proposal and instead chose to revise the generation
procedures over the objections of affected stakeholders.* Iberdrola notes that very few
substantive changes were made to MISQO’s original proposal based on feedback it
received through the stakeholder process, and that while stakeholder recommendations
are advisory, it is an important opportunity for MISO to explain its rationale and address
issues raised by stakeholders to avoid unintended consequences. Iberdrola states that the
Commission should not afford deference to MISO’s proposal.*

34.  Accordingly, the Midwest Developers, AWEA and WOW, and Iberdrola ask that
the Commission reject MISQO’s proposal in its entirety with the exception of MISQO’s
proposal to implement Net Zero Interconnection Service. The Midwest Developers argue
that, if the Commission decides that the scheduled completion of the Group 5 study
process and the implementation of the MVP process, together with its existing queue
procedures, might warrant additional scrutiny, the Commission should direct MISO to
submit quarterly reports thereby apprising the Commission and stakeholders of its
progress in implementing the MVP procedures and clearing out the Group 5 projects.*

% |berdrola Protest at 4.

3" AWEA and WOW Protest at 8.

%8 Midwest Developers Protest at 4-5.
¥1d. at 13-14.

“0 |berdrola Protest at 18.

I Midwest Developers Protest at 14.
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Likewise, AWEA and WOW state that, if the Commission determines that changes might
be needed to the queue in the future, it could direct MISO to submit quarterly
informational filings for the next calendar year.*?

35. A number of parties express support for MISO’s proposals.”® Alliant notes that
MISO’s latest effort to reform its queue has been ongoing for a year and that MISO
actively engaged with stakeholders prior to proposing revisions, which resulted in several
changes to MISO’s proposals. Alliant states that it believes that MISO’s proposal will
substantially improve the queue and strikes a fair balance with all parties that need to use
the queue. While acknowledging that MISO’s proposals may result in projects
withdrawing from the queue and deter other projects from entering the queue, it
maintains that these consequences are necessary in order to address the current backlog
issues and to prevent these issues from reoccurring. Alliant adds that the urgency of
making improvements has been heightened due to the Environmental Protection
Agency’s Cross State Air Pollution Rule and other regulations, which will result in the
retirement of a substantial amount of existing generation.*

b. ANsSwers

36. Inits answer, MISO argues that the testimony of Mr. Eric Laverty, which it
submitted in the November 1 Filing, demonstrates that there is an excessive buildup of
projects in the Definitive Planning Phase, which is the result of inefficiencies caused by
the use of timelines for customers to proceed through the interconnection process.*
According to MISO, Mr. Laverty’s testimony indicated that its previous phases of queue
reform have not been as successful in eliminating the backlog in the queue to the extent
that MISO hoped in those areas with a high density of interconnection as it has in areas
with fewer interconnection requests. MISO explains that, as of December 1, 2011, out of
the approximately 32 gigawatts (GW) of projects in the interconnection queue, there were
approximately 25 GW of projects in the queue that were at or beyond the Definitive
Planning Phase but that had not executed a GIA. MISO maintains that this pattern
indicates that a number of projects that enter the Definitive Planning Phase are not ready
to proceed and simply wait there while they attempt to resolve uncertainties or obtain

42 AWEA and WOW Protest at 5.

3 Midwest TDUs Comments at 3; MISO Transmission Owners Comments at 2-3;
Alliant Comments at 3.

# Alliant Comments at 3-4.

45 MISO December 15 Answer at 4.
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financing. MISO adds that approximately 15 percent of the total projects that met the M2
milestone*® between 2009 and today have subsequently dropped out of the Definitive
Planning Phase.*” MISO explains that 28 projects that met the M2 Milestone
subsequently dropped out of the queue in 2011. MISO further explains that these

28 projects are in addition to 12 projects that dropped out in 2009 and 2010.** MISO
further maintains that even execution of a GIA has not been a sufficient indicator of
readiness, as at least 12 projects with executed GIAs in place terminated their agreements
in 2011 and several other projects breached their agreements.*® MISO, therefore, argues
that its proposed revisions are necessary to enhance certainty by ensuring that those
customers that enter the Definitive Planning Phase are ready to proceed towards
commercial operation.*

37.  Additionally, MISO rejects the notion that the root cause of the queue delay is
ongoing commercial uncertainty about the cost responsibility of the Group 5 projects.
MISO states that, even after MISO evaluates its first round of MVP projects, the Group 5
projects will still be responsible for approximately $300 million in upgrades before these
projects can interconnect. Accordingly, MISO states that it is unlikely that these projects
will do so quickly; in fact, MISO states that it is likely that some of these projects will
drop out and that these withdrawals will spur further withdrawals from the Definitive
Planning Phase.”

38. Inits answer to MISO’s answer, the Midwest Developers argue that MISO has
failed to establish any causal link between decisions made by interconnection customers
and the queue backlog that would justify its sweeping proposal. The Midwest
Developers argue that the 15 percent drop out rate identified by MISO actually appears

*® The currently effective M2 milestone consists of three different elements. The
first element is a study deposit based upon the size of the proposed interconnection. The
second element requires the customer to provide detailed technical data (e.g., point of
interconnection, one-line diagrams, etc.) to MISO. The third element requires the
customer to meet two out of six indicia of readiness.

4" MISO December 15 Answer at 4-5.

8.
*1d. at 5-6.

01d. at 7-10.

1 d. at 6 n.12.
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quite reasonable and does not support the proposal to fundamentally overhaul its queue
procedures.® They claim that the fact that the drop-out rate is fairly low is illustrative of
developers’ commitment to their projects in the queue, especially in light of the fact that
many of these developers have been stuck in the queue for years without any material
progress. In this regard, they note that MISO recently announced that some Group 5
Facilities Studies and the Definitive Planning Phase Cycle 1> System Impact Study
would be further delayed. They state that MISO’s assertions regarding the cost
responsibility for the Group 5 projects actually demonstrates that MISO’s proposed
revisions will not address the actual problem. They claim that MISO’s proposals will
simply force the Group 5 projects to either pay large amounts of likely nonrefundable
deposits to learn what portion of the $300 million would be allocated to them or get out
of the queue, which will cause costs to shift to other generators if projects drop out. They
state that the resulting process would undermine the ability of customers to determine
whether their project is ready to proceed and imposes greater risk on customers.>

C. Supplemental Filing

39.  MISO explains that it came to the conclusion that the primary factor driving the
back-up in the queue is a mismatch between supply and demand based upon two forward
looking forecasts and one backward looking assessment of wind data. First, MISO
reviewed the Department of Energy’s list of current requests for proposals for renewable
energy, which show that not more than 250 MW of wind has been requested in MISO’s
footprint at any one time over the last year. Second, MISO points to its findings in its
monthly Informational Forum presentations which include a comparison of the wind
output over the last 12 months to the wind output necessary to meet the state renewable
portfolio standards (RPS). MISO asserts that with the RPS requirements to purchase
renewable energy already met, the market for such energy is more limited.>

40.  Third, MISO reviewed the work performed under the Regional Generator Outlet
Study and looked at the nameplate installations required to meet those same state RPS

> Midwest Developers December 20 Answer at 3 (noting that the drop-out rate in
the footprints of other ISOs and RTOs can be significantly higher).

>3 See generally Supplemental Filing at 5. Group 5 is the first of 10 queued group
studies in the west region of MISO. The subsequent west region group studies are
referred to as Definitive Planning Phase Cycles 1 through 9.

>* Midwest Developers December 20 Answer at 3-5.

> Supplemental Filing at 2-3.



Docket No. ER12-309-000 -17 -

requirements. MISO notes that this review involved a 2009-vintage load forecast and
maintains that the lingering effects of the recession are ignored in that work. Based on
this review, MISO determined that the currently installed wind capacity, plus the amount
that was then scheduled to be installed through 2011 was already sufficient to meet the
2014-2015 level of wind capacity necessary to meet the RPS requirements in the MISO
footprint.*®

41.  MISO followed up on its third approach at the March 2011 meeting of its
Interconnection Process Task Force. At that time, the review demonstrated a slight
narrowing of the gap between the amount of renewable energy needed to meet RPS
requirement and the renewable energy capacity in MISO (sufficient to meet 2013-2014
standards, rather than 2014-2015, still using 2009 load forecasts). However, this analysis
still showed that renewable energy capacity in MISO was ahead of the amount needed to
meet state RPS requirements based on a comparison of that graph of RPS needs with the
wind projects in various stages of the queue at that time.

42.  With respect to the Group 5 projects, MISO states that the System Impact Study
has been completed and that facilities studies are due to be completed by the first week in
February 2012 with the negotiation of GIAs, facilities construction agreements, and
multi-party facilities construction agreements following those studies. MISO asserts that
the delay in the commencement of facilities studies was caused by the disagreement
between MISO and several interconnection customers with respect to the M3 milestones
in the current process and the logistical step of obtaining proposals from multiple
consultants to perform the facilities studies and then collecting the study deposits from
the interconnection customers.®”  Interconnection customers now have initial estimates
of their costs to interconnect, and are merely waiting on those cost estimates to be further
refined in the Facilities Study phase. MISO states that as described above and in the
Midwest Developers answer to MISO’s answer, what interconnection customers do not
know is what their anticipated revenue from a power purchase agreement will be.*®
Accordingly, states MISO, it is difficult for them to determine whether it is economical
for them to fund the upgrades needed to interconnect their projects.

43.  MISO further notes that Group 5 is the first of 10 study groups currently in the
western region of MISO. MISO observes that two projects within Group 5 have
withdrawn from the MISO queue and that while the withdrawal of these two projects
alone will not cause a restudy, additional projects dropping out would likely trigger the

*1d. at 3.
>’ |d. at 4 (footnote omitted).

*8 |d. at 3 (citing Midwest Developers December 20 Answer at 6-7).
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need for yet another restudy for Group 5 and cause cascading restudies in all subsequent
West region group studies in Definitive Planning Phase Cycles 1-9.

44.  MISO states that, while the Group 5 projects are currently garnering attention, the
issues identified by MISO go beyond the group. MISO cites to the Definitive Planning
Phase Cycle 5 group study in North Dakota with seven projects. MISO states that before
GIA negotiations had even started, one project dropped out, which led MISO to start
negotiations with six projects that involved six GIAs and three multi-party facilities
construction agreements. The process of withdrawals continued such that only two
projects remain, requiring a GIA and only one facilities construction agreement. MISO
further explains that Project G622 recently withdrew during negotiations, which has
triggered a restudy of Definitive Planning Phase Cycle 5 in North Dakota to determine if
the remaining facilities construction agreement and network upgrades are needed. MISO
also explains that this restudy will very likely cause a second restudy of the Definitive
Planning Phase Cycle 6 study in North Dakota. MISO states that the number of iterations
due to projects dropping out of the queue because they are not ready to proceed has
prolonged the study process and such “queue churn” is preventing the “ready” projects
from moving forward in an expeditious manner.>®

45.  MISO notes that it considered alternatives to its proposed revisions to the GIP to
address the current backlog in the queue. MISO explains, for instance, that it considered
a “non-queue” approach, which would have led to a complete separation of an
interconnection queue position from the cost of interconnection. MISO states that, after
considering feedback from stakeholders, it determined that this approach would not be
achievable for a number of years and that the higher priority was to revise the queue to
more quickly resolve the glut of capacity at the front of the queue.®

46.  Finally, in response to a staff deficiency letter asking questions concerning the
status of projects in the queue, MISO provided a table containing the total number of
interconnection requests in the following five categories: (1) those in the queue; (2) those
in the System Planning and Analysis phase; (3) those with executed GIAs that have not
commenced commercial operation that are expected to be restudied; (4) those that are
currently in suspension; (5) those in the Group 5 study group; and (6) those that are
contingent on the Group 5 projects.”

> Supplemental Filing at 4 (footnote omitted).

% 1d. at 5.

1 1d. at 6.
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d. Comments on the Supplemental Filing

47.  lberdrola maintains that the Commission should reject MISO’s filing in its
entirety, with the exception of the Net Zero Interconnection Service proposal, without
prejudice. lIberdrola acknowledges that MISO continues to experience issues in its
interconnection queue. However, according to Iberdrola, MISO has neither provided
evidence supporting the urgency of its proposal nor justified its draconian queue clearing
proposal. Iberdrola notes that nearly half of the interconnection requests that MISO
identified in its Supplemental Filing are either contingent upon or included in the Group 5
projects. lIberdrola further notes that these interconnection requests will, by necessity, be
provisional because they are dependent on construction of a subset of MVP transmission
lines. As a result, according to Iberdrola, MISO has time to develop a reasoned solution
with stakeholder consensus that addresses the complex issues that are actually hindering
the processing of the queue.®

48.  Iberdrola states that MISO must develop long-term solutions that are consistent
with its role as an independent entity. Iberdrola notes that the “non-queue” option would
have provided an opportunity to discuss the causes of MISO’s current GIP problems, if
not an actual solution, and that it would have preferred that option over the current queue-
clearing exercise.

49.  lberdrola states that MISO’s justification for the proposed reforms is based on
inherently discriminatory assumptions. Iberdrola argues that MISO makes little attempt
to hide the fact that its proposed modifications to the GIP were targeted at wind
generators. Iberdrola argues that MISQO’s proffered justification is based on an incorrect
assumption about the link between RPS requirements and energy demand, as nothing
limits a market participant from purchasing energy from renewable resources beyond its
RPS requirements. Iberdrola maintains that MISO is attempting to predetermine market
outcomes by assuming a fundamental market bifurcation between renewable energy and
non-renewable energy, which is contrary to the purpose of an 1SO.%

%2 |berdrola February 21 Protest at 1-2.

% 1d. at 6 (citing Promoting Wholesale Competition Through Open Access Non-
Discriminatory Transmission Services by Public Utilities; Recovery of Stranded Costs by
Public Utilities and Transmitting Utilities, Order No. 888-A, 62 FR 12274 (Mar. 14,
1997), FERC Stats. & Regs. 31,048, order on reh’g, Order No. 888-B, 81 FERC
61,248 (1997), order on reh’g, Order No. 888-C, 82 FERC { 61,046 (1998), aff’d in
relevant part sub nom. Transmission Access Policy Study Group v. FERC, 225 F.3d 667
(D.C. Cir. 2000), aff’d sub nom. New York v. FERC, 535 U.S. 1 (2002) (stating that “[t]he
fundamental purpose of an ISO is to operate the transmission systems of public utilities in

(continued...)
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50.  Moreover, Iberdrola argues that MISO’s Supplemental Filing makes it clear that
MISO is unwilling to address the more complex problems of queue processing in a
competitive market. Iberdrola states that, despite MISQO’s assertions to the contrary,
MISO’s proposal lacked broad based support and that real solutions need to address the
complexity of transmission planning and acknowledge MISO’s responsibility. According
to Iberdrola, MISO has made no attempt to dispel the conclusion that its proposed
revisions are intended to clear the queue to ease pressure on MISO by shifting the
majority of risks and responsibility to interconnection customers through higher barriers
to entry and limiting the ability to challenge the process. While Iberdrola concedes that it
may be the case that interconnection customers are delaying the process because they
don’t have revenue risk, it is part of the process as MISO cannot provide clear cost
estimates until it completes its studies.®

51.  Accordingly, Iberdrola maintains that the Commission should reject MISO’s
proposed reforms and direct it to propose a more comprehensive set of reforms developed
through a robust stakeholder process.®® Iberdrola further claims that the Commission
should reiterate to MISO that any reforms must share responsibilities between the
interconnection customer and M1SO.%

52.  E.ON states that the data provided by MISO in response to the staff deficiency
letter demonstrates that there is no systemic queue backlog resulting from interconnection
customers’ decisions and actions. E.ON states that this data shows that an overwhelming
majority of interconnection requests in the Definitive Planning Phase — 92 out of the

123 requests in the Definitive Planning Phase (75 percent) — are contingent upon the
Group 5 projects. This, E.ON concludes, demonstrates that a vast majority of the projects
have been languishing in the queue as a result of the ongoing study of the Group 5
projects, not customer inaction. While E.ON acknowledges that the data provided by
MISO shows that one-third of all interconnection requests in the queue have progressed
to the last stage before a GIA is executed, E.ON states that no further conclusions can be
drawn from this data and that it certainly does not demonstrate that customers are
impeding the progress of projects through the queue. Moreover, E.ON identifies several
questions that it believes that MISO’s response does not address, including how many of

a manner that is independent of any business interest in sales or purchases of electric
power by those utilities”™)).

% 1d. at 7-8.
% 1d. at 3-4.
% 1d. at 9-10.
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the projects in the Definitive Planning Phase have been subjected to restudy due to the
occurrence of an event identified as a contingency or due to errors in an earlier study.®’

53.  E.ON also notes that MISO’s data shows that 81 out of the 364 requests in the
MISO queue have moved out of the Definitive Planning Phase and have an executed
GIA. E.ON states that this is significant, as these projects represent over 12,000 MW,
and shows that interconnection customers are executing GI1As as required by the current
GIP process. E.ON further states that the fact that only three of the 81 requests are in
Group 5 is telling, as it shows that, even with the delays of the Group 5 restudy, the
gueue in other sub-regions of MISO has been moving forward nicely and as expected.
Moreover, E.ON explains that the fact that these projects have not achieved commercial
operation is not significant because commercial operation is driven by, among other
things, when the interconnecting transmission owner can complete the required network
upgrades.®®

54.  Additionally, E.ON observes that there are only 6 interconnection requests with an
executed GIA (only 7.4 percent of those projects with an executed GIA) that are expected
to be restudied prior to commercial operation. E.ON argues that seven percent is not
illustrative of a systemic MISO-wide problem and certainly does not demonstrate a
significant “queue churn” problem as MISO alleges. On the contrary, E.ON claims that
this data shows that 93 percent of the projects with an executed GIA will not be subjected
to restudy or “queue churn,” which means that the vast majority of projects that are lower
in the queue will not be subject to queue churn. E.ON maintains that these data show that
the GIP process is working as designed to move projects toward interconnection and
commercial operation.®®

55.  With respect to suspension, E.ON notes that Mr. Laverty’s testimony in the
November 1 Filing suggests that a significant number of projects have moved into
suspension and that, on this basis, MISO is proposing to impose higher financial
milestones earlier in the interconnection process. E.ON argues that the data contained in
the Supplemental Filing belie Mr. Laverty’s assertion because they show that only 9 out
of the 364 projects in the queue (2.4 percent) have initiated suspension — hardly
demonstrating that there is a queue-wide problem requiring sweeping revision of the
queue. E.ON further argues that, given the fact that suspension is only available for force

%" E.ON February 21 Protest at 2-3.
%d. at 3-4.

% 1d. at 4.
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majeure, even if suspension were causing “queue churn,” it would be due to forces
beyond the control of interconnection customers.

56.  E.ON states that the only thing missing in the assessment of the factors causing the
backlog is an examination of MISO itself. E.ON asks the Commission to exercise its
authority under the FPA to require fast and accurate study results, partial refunds for late
results, and greater finality of results, thereby minimizing restudies and delays.

Similarly, E.ON argues that the Commission should order MISO to amend its tariff to
provide that MISO will provide all costs that must be in an interconnection agreement
according to the timing requirements listed in the particular and applicable phase (i.e.,
System Planning and Analysis phase or Definitive Planning Phase).”* Additionally,
Additionally, E.ON recommends the Commission institute monetary penalties if MISO
misses study deadlines.

57.  The Joint Protestors reject the idea that the problems in the queue result from a
supply-demand imbalance and instead claim that the problem is MISO’s administration
of the queue. They note that while the current economic situation exists throughout the
United States, MISO is the only transmission provider that alleges the need to eliminate
the queue and implement drastic reforms. The Joint Protestors state that while MISO is
correct in stating that it is difficult to determine whether it is economical for them to fund
the upgrades needed to interconnect a project without a power purchase agreement,
MISO’s proposed changes will not solve that problem.”

58.  The Joint Protestors state that the first step in promoting certainty, speed, and
predictability is to have a study process based upon a consistent model instead of the
discriminatory practice of allowing study assumptions to vary for incumbent utility
projects. According to the Joint Protestors, until there is a benchmark model created by
an independent set of engineers and that model is applied uniformly, it would be
reasonable to assume that disputes will continue to arise.”

59.  AWEA and WOW argue that the Commission should reject MISQO’s proposal
because MISO failed to respond to all of the questions posed in the deficiency letter. In
particular, AWEA and WOW argue that MISO failed to explain how MISO had come to
the conclusion that the primary factor driving the backlog in the queue is the lack of

01d. at 5.

"1d. at 7-8.
"2 Joint Protestors February 21 Protest at 4-5.
1d. at 5-6.
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renewable energy purchasers in the market because MISO fails to demonstrate how this
supposed lack of demand is causing the backlog in the queue. Additionally, AWEA and
WOW state that MISO failed to respond to the question about whether it believes that the
Group 5 restudies are impacting the backlog and failed to discuss the degree to which the
queue issues would be resolved if the Group 5 studies were complete, merely providing
an update about the status of those studies.”

60. AWEA and WOW also argue that MISO misunderstands the market for wind
power and the development process for new generators and, as a result, has unrealistic
expectations of the interconnection process. They state that MISO’s Supplemental Filing
suggests that MISO believes that it understands how many MWs of wind projects will
make it through the interconnection process and that it can predict or influence the
amount of generation that should be developed in the region. They claim that MISO
incorrectly assumes that the driver for wind development is state RPS requirements and
that utilities’ requests for proposals are the only way to participate in that market. They
explain that developers are building projects based on a variety of commercial strategies
and that there are buyers that purchase wind power even if not compelled to do so.
AWEA and WOW further assert that, while MISO mistakenly assumes that withdrawals
will not occur in a well-functioning queue, this is unrealistic and does not take into
account the fact that the interconnection queue is intended to provide information to
developers that is necessary to make informed decisions about whether to continue.”

e. ANnswers

61. Inits answer, MISO emphasizes that it believes that its proposal will provide more
certainty of upgrade costs by permitting projects to obtain additional information while
remaining in the queue.”® MISO rejects the contention that the proposal
disproportionately impacts wind projects. MISO explains that proposed wind accounts
for approximately 85 to 90 percent of the capacity in the MISO queue. Thus, according
to MISO, it is not surprising that the queue reforms impact many wind projects.”’

™ AWEA and WOW February 21 Protest at 3-5.

®1d. at 5-7.
6 MISO March 7 Answer at 9-11.

1d. at 11-12.
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f. Commission Determination

62. Based on the evidence provided by MISO, it appears that MISO is experiencing
several challenges in administering its queue. We believe that such evidence justifies
MISQO’s proposed tariff changes, subject to certain conditions established further below.

63.  First, the evidence supports a finding that MISO continues to experience a
substantial backlog in the Definitive Planning Phase of its queue. According to MISO, as
of December 1, 2011, there were approximately 32 GW worth of projects in the queue.
Out of these 32 GW, MISO explains that there were 25 GW of projects that were at or
beyond entry into the Definitive Planning Phase but had not executed a GIA.”™ The data
provided by MISO in the Supplemental Filing further supports MISO’s assertion that it is
currently experiencing a backlog in the queue, with many interconnection requests in the
Definitive Planning Phase.” In addition, it appears that 141 interconnection requests
have been in the queue for over three years — 128 of which lie in Minnesota, lowa,

North Dakota and South Dakota.®

64.  Second, we agree with MISO that the existing M2 milestones are not sufficient for
distinguishing between projects that are likely to achieve commercial operation and those
that are not. The evidence demonstrates that “queue churn” continues to be a significant
problem in MI1SO.# According to MISO, it has seen a recent increase in the number of
projects withdrawing from the queue: 28 projects that met the M2 Milestone
subsequently dropped out of the queue in 2011. These projects are in addition to 12
projects that dropped out in 2009 and 2010. MISO states that these terminations amount
to a drop-out rate of 15 percent of the total projects that met the M2 Milestone between
2009 and present day.®? Further, MISO states that terminations have resulted in multiple
and iterative restudies and a corresponding increase in uncertainty for lower-queued
customers.® We believe that requiring interconnection customers to put more money at

8 MISO December 15 Answer at 4.

" See, e.g., Supplemental Filing at 6 (showing 123 interconnection requests
currently in the Definitive Planning Phase).

8 | averty Testimony at 9.

8 The Commission has previously recognized the importance of eliminating
“queue churn.” See, e.g., Queue Reform Order, 124 FERC 1 61,183 at P 59.

8 MISO December 15 Answer at 5.

8 Laverty Testimony at 8-9; Supplemental Filing at 3-4.
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risk, earlier in the interconnection process, will help ensure that projects that do advance
through the DPP will be more likely to reach commercial operation.

65. These commenters identify alternative explanations for why the issues identified
by MISO exist, such as the ongoing restudy of the Group 5 projects, or identify
developments that they believe will alleviate this backlog, such as the construction of the
first set of MVP projects, and urge us to reject MISO’s proposed reforms on this basis.
They also argue that the “queue churn” problem identified by MISO does not exist or is
not as severe as MISO alleges, as the drop-out rates in the footprints of other 1SOs and
RTOs are higher than the dropout rate in MISO and, based on data provided by MISO,
the number of projects subject to restudy is low.

66.  Nonetheless, we find that MISO has provided sufficient evidence to support its
justification for its proposed tariff changes discussed herein. We have evaluated the
potential cause(s) of the backlog in the Definitive Planning Phase described by MISO and
interconnection customers, and find that it is likely that all of these causes contribute in
some way to the backlog. At present there is a significant mismatch in power projects
competing for purchase power agreements that are available through RPS mandates. For
example, materials referenced by MISO in its Supplemental Filing®* indicate that in
December 2011, MISQO’s regional RPS energy target was just over 1,000 GWh, while
commercially operational generators in MISO produced 2,771 GWh of renewable energy.
While purchase power agreements arising from RPS mandates are not the only
opportunity for power developers, we understand from MISQO’s testimony that
Interconnection customers are increasingly questioning study outcomes, which in turns
contributes to the backlog in the Definitive Planning Phase. Finally, while these reforms
will not solve the problem of a general lack of power purchase agreements or that there is
more renewable energy available then MISO-wide RPS energy targets require, we note
that MISQO’s proposal is consistent with the overall goals of interconnection queue reform
— discouraging speculative or unviable projects from entering the queue, getting projects
that are not making progress towards commercial operation out of the queue, and helping
viable projects achieve commercial operation as soon as possible.®.

67. Clearly, there is also uncertainty for lower-queued interconnection customers due
to cost responsibility not being resolved for Group 5. We understand from MISO that the
facility study report on Group 5 will be issued this year. We also understand that while
MVPs recently approved by the MISO Board of Directors will benefit Group 5,
additional cost responsibility remains to be allocated among Group 5 members.®® In
addition, Group 5 is not the only group study creating uncertainty.

8 Supplemental Filing at 2 n.3.
% Queue Reform Order, 124 FERC 1 61,183 at P 44.

8 MISO asserts that the amount is $300 million.
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68.  There is another problem to which commenters give short shrift: late-stage
terminations. Commenters suggest that a 15 percent attrition rate (i.e., 15 percent of the
projects that met the M2 milestone between 2009 and today have dropped out of the
Definitive Planning Phase) does not warrant this queue reform proposal. MISQO’s
Supplemental Filing notes situations where multiple customers have withdrawn from
group studies (Group 5 and Definitive Planning Phase Cycle 5). In the case of Definitive
Planning Phase Cycle 5, attritions required iterative restudy. MISO states that the same
situation could occur for Group 5 if there is an additional termination, and that such
restudy would “cause cascading restudies in all subsequent West region group studies in
Definitive Planning Phase Cycles 1-9.”%” Commenters do not suggest that this problem
will lessen or disappear any time soon. More broadly, we believe that the number of
projects that have withdrawn from the interconnection queue at the later stages of the
interconnection process is indicative of it being too easy for projects that are not ready to
proceed or that are not commercially viable from being able to enter the interconnection
queue.

69. In addition, we disagree with those protesters who allege that MISO’s proposed
justifications for its reforms are inherently discriminatory or that MISO fails to
understand the market for wind power and the development of new generation. It is well
documented that the influx of generation into MISO’s region, driven in part by RPS
standards, has posed a challenge to MISO’s processing of the queue.®® In this context,
we believe that MISO’s statements regarding the imbalance between supply and demand
and the relationship between this imbalance and RPS standards do not evince a
discriminatory intent on the part of MISO and do not indicate that MISO is attempting to
pre-determine market outcomes. Instead, they reflect some of the challenges that have
confronted MISO in the past and continue to challenge MISO today.

70.  While some protesters argue that MISO’s proposal was crafted without
stakeholder input, MISO has provided evidence that it considered stakeholder input when
it developed its proposal.*® MISO in fact held stakeholder discussions at ten regularly
scheduled Interconnection Practices Task Force meetings and at least two Planning
Advisory Committee meetings over approximately the last year.*® We recognize that the
queue reform, as proposed here, is controversial among developers. Nonetheless, we

8 Supplemental Filing at 4.
% Queue Reform Order, 124 FERC 1 61,183 at PP 9-13.

% See Supplemental Filing at 5, 11 (discussing MISO’s consideration of a “non-
queue” approach and the formula for calculating the M2 milestone payment).

% November 1 Filing at 20.
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agree that queue reform at this time is appropriate to improve the existing situation and
indeed to prevent the existing situation from getting worse.

71.  However, as explained elsewhere in this order, we believe that some elements of
this proposal have not been adequately supported, are contrary to Commission precedent,
or are unfair to interconnection customers. We will require that MISO modify the
proposal accordingly.™

72.  Further, while we agree with MISO that further reform of the queue is necessary at
this time, we direct MISO to submit informational filings detailing the effectiveness of
the reforms approved in this order and on compliance. Accordingly, we direct MISO to
make informational filings in April 2013, April 2014, and April 2015, detailing the
progress in the queue and suggesting any tariff revisions it deems necessary to address
identified inefficiencies in its GIP. In these filings, MISO should also detail its ability to
meet the timing requirements in its GIP. This report will promote transparency and
consistency in processing the current backlog of interconnection requests and future
requests.

73.  Finally, we will not require MISO to adopt additional timelines and requirements
for itself in processing the queue at this time. We emphasize, however, that we expect
MISO to make every reasonable effort, consistent with good utility practice, to process its
queue in a fair and expeditious manner.

2. Implementation
a. Proposal

74.  MISO’s revisions to the GIP will apply to nearly all of the projects in the queue.
According to MISO, only interconnection requests for projects that are in commercial
operation and have an executed GIA as of the effective date of the revised GIP are
exempt from the proposed GIP.** MISO explains that projects with executed GIAs that
are not yet in commercial operation and are subject to restudy will become subject to the

91 \We address the proposed Net Zero Interconnection Service separately, below.

%2 \We note that these filings will be for informational purposes only. The
Commission will not notice the filings, nor accept comment on them, and the filings do
not require Commission action. The first filing should be submitted by April 1, 2013 in
Docket No. ER12-309.

% Proposed section 5.1.1.1 of the GIP; November 1 Filing at 10.
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GIP in effect at the time of restudy, including the revised M2 Milestone payment in the
revised GIP.%

75. MISO also notes that a project with an executed “provisional” GIA will not be
exempt from the revised GIP, because it is subject to further study.® Projects that are
currently in suspension under executed GIAs will be automatically subject to restudy
under the proposed GIP at the end of their suspension period.*® Finally, outstanding
interconnection requests will have 90 days from the proposed effective date to transition
to the new GIP.’

76.  MISO claims that these transition provisions will result in a more efficient and
reliable Definitive Planning Phase by ensuring that those projects that are not yet in
commercial operation are ready to proceed through the queue.®® MISO argues that its
transition provisions are consistent with transition mechanisms that have been accepted
by the Commission previously.*

b. Comments

77.  Several parties object to MISO’s proposal to apply the revised GIP to existing
interconnection customers on the basis that MISO’s proposal fails to properly distinguish
between early- and late-stage interconnection requests. These parties argue that the
Commission requires transmission providers to include transition provisions
distinguishing between early- and late-stage interconnection requests in order to
accommodate the reasonable reliance of late-stage customers.'® EPSA and Midwest

% Proposed sections 5.1.1.1 and 8.7 of the GIP; November 1 Filing at 10. As
discussed below, MISO further clarified the application of its proposal to existing
interconnection requests in subsequent pleadings. See infra text accompanying notes
123, 126-130.

% November 1 Filing at 10. Under the Tariff, an interconnection customer may
request a provisional GIA for limited operation of its generating facility prior to
completion of the requisite network upgrades. MISO, FERC Electric Tariff, Attachment
X (0.0.0), § 11.5.

% proposed section 8.7 of the GIP.
%7 Proposed section 5.1.2 of the GIP.

% November 1 Filing at 11.

91d. at 11.

100 EpSA Protest at 15 (citing Conference Order, 122 FERC § 61,252 at P 19;
(continued...)
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Developers argue that the Commission should require MISO to grandfather all existing
interconnection agreements and all pending interconnection requests that have entered the
Definitive Planning Phase or that have executed a Facilities Study Agreement. The
Midwest Developers add that the Commission should direct MISO to exempt any project
that has satisfied the comparable M3 milestone under the current procedures or any
project that was in the queue prior to August 25, 2008 (i.e., the effective date of MISO’s
2008 queue reform).*® The Midwest Developers state that the Commission has
previously recognized that, at least by the time the GIA is executed, the project’s
exposure for Network Upgrade and related costs should be capped.'®

78.  Flat Hill states that if the Commission determines that the proposed M2 milestone
payment is reasonable it should, at a minimum, reject the proposal to impose the new
milestone on virtually all interconnection customers because MISO’s proposal would
violate Commission precedent requiring MISO to distinguish between early- and late-
stage interconnection requests and unlawfully permit MISO to impose tariff changes
retroactively. Flat Hill argues that if the Commission does not reject MISO’s proposed
new milestones outright, the Commission should specifically exempt interconnection
customers already in the Definitive Planning Phase from satisfying the proposed
milestone requirement.'%®

79.  Iberdrola argues that MISO has failed to provide sufficient justification for
applying the revised GIP to late-stage interconnection requests. While MISO asserts that
it proposes to apply the revised GIP to late-stage projects in order to determine whether a
project is ready to proceed or not, Iberdrola states that whether a project can proceed
depends on factors beyond the control of the interconnection customer. Iberdrola states
that many of the claimed issues leading to the current filing are related to uncertainties
over factors that are outside an interconnection customer’s control and that

Queue Reform Order, 124 FERC 1 61,183 at P 90; Sw. Power Pool, Inc., 128 FERC
161,114, at P 98 (2009) (SPP)); Flat Hill Comments at 5-6; Midwest Developers Protest
at 15-16; AWEA and WOW Protest at 18, 21-23 (citing Calif. Indep. Sys. Operator, Inc.,
124 FERC 1 61,031, at P 78 (2008); Calif. Indep. Sys. Operator, Inc., 124 FERC
61,292, at P 61 (2008), order on reh’g, 127 FERC {61,117 (2009) (CAISO Queue
Order)).

101 Midwest Developers Protest at 20.

10214, at 17-18.

193 Flat Hill Protest at 5-7 (citing Consolidated Edison Co. of N.Y., Inc. v. FERC,
347 F.3d 964, 967-969 (D.C. Cir. 2003)).
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interconnection customers should not be held responsible for delays due to MISO’s
actions in processing the queue.***

80. EPSA, AWEA and WOW also claim that MISO’s proposal to generically revise
existing agreements is contrary to section 205 of the FPA and prior Commission
precedent. They state that the Commission has previously determined that MISO may
not make a blanket determination that applies new procedures to already executed GIAs
and that MISO must demonstrate that its proposed changes to each agreement are just and
reasonable.’® EPSA and AWEA and WOW also state that MISO’s proposal would upset
settled investment expectations and would send a dangerous signal to the market that
project economics are never settled.’® EPSA maintains that the instant proceeding is
simply not an appropriate forum for considering the individual facts and circumstances
necessary to determine whether MISO’s proposed revisions are just and reasonable with
respect to each affected customer and agreement.’® Moreover, EPSA contends that
MISO could not demonstrate that its proposed changes are just and reasonable, either on
a generic or an individualized basis, because its proposed changes are inconsistent with
the purposes of Order No. 2003, such as promoting efficient siting, because generators
with executed interconnection agreements have already made their siting decision,
selected their point of interconnection, and committed to fund necessary upgrades.'®®

81.  Additionally, EPSA notes that MISO is proposing revisions that would give MISO
broad, if not unfettered discretion, to determine whether a restudy of an individual project
or group of projects is necessary, in which case it could unilaterally abrogate the existing
agreements of the affected customers and the final, binding cost allocations therein.*®

194 |berdrola Protest at 13-15.

105 EPSA Protest at 3, 9-12 (citing Midwest Indep. Transmission Sys. Operator,
Inc., 117 FERC 1 61,128, at PP 25, 27 (2006) (Order Rejecting Proposed Tariff
Revisions), order on reh’g, 119 FERC { 61,097, at PP 13-14 (2007) (Order Denying
Rehearing); FPL Energy Marcus Hook, L.P. v. PJM Interconnection, L.L.C., 118 FERC
161,169 (2007) (Marcus Hook I11), order on reh’g, 123 FERC 61,289, at P 13 (2008)
(Marcus Hook 1V)); AWEA and WOW Protest at 18.

196 EpSA Protest at 3; AWEA and WOW Protest at 19.
197 EPSA Protest at 13.
108 |d.at 11.

19914, at 13 (citing proposed sections 5.1.1.2, 8.7).
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EPSA argues that the Commission has previously found that this result is fundamentally
at odds with Order No. 2003’s goals of providing stability and predictability in the
interconnection process. ™

82.  Inthe event that the Commission accepts the proposed transition provisions, EPSA
argues that the Commission should clarify that the new rules will not apply to a customer
with an existing interconnection agreement if any part of its proposed generation facility
has commenced commercial operation. EPSA states that this issue is important to
interconnection customers, such as Mankato Energy Center, LLC (Mankato), which was
studied at the full capacity of two phases with an aggregate capacity of 720 MW and
whose executed interconnection agreement requires Mankato to fund Network Upgrades
necessary to accommodate the full capacity. However, to date Mankato has not secured a
power purchase agreement for the output of the second phase of the project and therefore
has not constructed the second phase. EPSA states that while it believes that Mankato
should be exempt from the revised GIP, MISO might claim that Mankato is subject to the
revised GIP because the second phase of the project has not entered service. EPSA
requests that the Commission clarify that Mankato, and any other similarly situated
customer, will be exempt from the revised GIP.**

83.  NextEra notes that the proposed tariff language implies that MISO intends to
require projects with provisional GIAs to pay the Definitive Planning Phase entry
milestone, even if the project is already under construction. Under provisional GIAs,
states NextEra, interconnection customers can build and interconnect their projects even
If interconnection studies have not yet been completed. NextEra states that the generator
can thereby be operating before the interconnection customer enters the Definitive
Planning Phase. NextEra further explains that interconnection customers can do this in
order to start producing power at an earlier time, but the tradeoff is uncertainty about the
network upgrade costs, which have yet to be determined. NextEra argues that the
prospect of withdrawing from the queue has long since been eliminated, and the
intercq?znection customer’s eventual entry into the Definitive Planning Phase process is a
given.

84.  E.ON argues that projects that are currently in the Definitive Planning Phase that
have met all Definitive Planning Phase milestones, or that have moved to an executed
GIA should not be subjected to the “cash-at-risk” milestone. E.ON maintains that such

1914, at 13-14 (citing Marcus Hook 111, 118 FERC ] 61,169 at P 17;
Marcus Hook 1V, 123 FERC 61,289 at P 37).

11d. at 16-17.

112 NextEra Protest at 9-10.
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projects have already demonstrated that they are ready to move forward and are
progressing through the system, and there is no reasonable basis to penalize these
projects. E.ON further asserts that projects that have not completed all the remaining
milestones in the Definitive Planning Phase should be given 90 days from the date of the
order accepting the “cash-at-risk” milestone to satisfy the remaining Definitive Planning
Phase milestones or otherwise be subject to the new milestone.* Moreover, E.ON states
that a project should not be required to comply with the “cash-at-risk” milestone if the
project has an effective GIA regardless of whether the facility is wholly or partially in
commercial operation, as there may be a variety of reasons that are beyond the
interconnection customer’s control that have precluded full or partial commercial
operation.**

85.  AMP asks the Commission to reject the proposal to apply the M2 Milestone under
section 8.2, as revised,'™ retroactively to all interconnection requests except for those
that are in commercial operation and have an executed GIA. AMP states that
retroactively applying section 8.2 to interconnection customers essentially requires
projects that have already entered the Definitive Planning Phase to pay MISO to keep
their queue position. AMP argues that MISO’s proposal should only apply to entities that
have not entered the Definitive Planning Phase and thus have not shown that they are
eligible under either the currently-effective requirements of section 8.2 or those suggested
by MISO in this docket. AMP adds that retroactively applying MISO’s proposed
revisions to section 8.2 could have the effect of abrogating certain existing GIAs that
contain contrary provisions and that MISO should not be permitted to make this type of
modification to its GIAs without obtaining its counterparties’ assent or satisfying the
applicable legal burden for unilateral modification of contracts.*®

86.  Geronimo claims that MISO’s proposal would be unfair to existing
interconnection customers, who have spent considerable time and resources in securing
agreements under the existing tariff. Geronimo notes that the Commission refused to
upset settled contracts in the name of greater queue efficiency and grandfathered existing

113 E ON Protest at 33.

114 Id.

115 See infra text accompanying notes 156-166.

116 AMP Protest at 12-13.
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interconnection agreements in Order No. 2003. Geronimo states that the Commission
should make the same finding in this case.'"’

87.  Detroit Edison asks the Commission to reject MISO’s proposal to revise section
5.1.1.2 of the GIP requiring all interconnection requests subject to study or restudy,
including those for which a GIA has been executed but the facility has not commenced
commercial operation, to comply with the new Definitive Planning Phase milestone
requirements.™*® Detroit Edison explains that it is concerned about the impact of MISO’s
proposal on a project that it is developing which has completed the Definitive Planning
Phase and has executed a GIA.**® Detroit Edison asserts that its project has already met
the Definitive Planning Phase milestone requirements that were in effect for its project at
the time that the GIA was executed and that no new or additional requirements should be
imposed on it. Detroit Edison maintains that these requirements should only apply to
new projects and to existing projects without an executed GIA. Detroit Edison states that
while MISO argues that its proposed revisions are necessary to accelerate the pace at
which generation projects are interconnected to the grid, this concern does not outweigh
the importance that the Commission has previously placed on the sanctity of contracts.

In this regard, Detroit Edison notes that in Order No. 2003 the Commission expressly
chose not to require parties to make any retroactive changes to interconnection
agreements in effect at that time.*?°

88.  Xcel believes that the new queue reform provisions should apply to all queued
projects, including those with a GIA, that are subject to a restudy, unless those projects
are in commercial operation. Xcel asserts that there are projects in the queue that are
needed to serve the Northern States Companies’ native load customers that are being
delayed by projects ahead of them in the queue, many of which, Xcel alleges, have no
interest or chance of actually moving forward to commercial operation.**

89.  National Renewable Solutions argues that MISQO’s proposed revisions should be
rejected because they effectively undermine or eliminate an ongoing backfill study.
National Renewable Solutions states that two projects that are in the process of

17 Geronimo Protest at 2 (citing Order No. 2003, FERC Stats. & Regs. ] 31,146 at
PP 187, 911; Order No. 2003-A, FERC Stats. & Regs. 1 31,160 at PP 136-140).

118 Detroit Edison Protest at 2.
119 Id

120 |d. at 3-4 (Order No. 2003, FERC Stats. & Regs. 1 31,146 at P 4).

121 % cel Comments at 4-5.
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developing paid Definitive Planning Phase fees to be included in the Big Stone Il backfill
study. They state that backfilling studies is one of the welcome reforms from MISO’s
2008 queue reform proceeding. However, in this proposal, the M2 milestone payment
requirement effectively changes the rules for those projects in the study. This, contends
National Renewable Solutions, will result in a re-shuffling of the benefactors, which will
have very little regard to original queue positions that initiated the study in the first place.
National Renewable Services states that the time and effort of the two project companies
will have been disregarded and that the new requirements will subject them to increased
competition from better financed, late comers.**?

C. ANswers

90. Inits answer, MISO clarifies that, to the extent a project with an executed GIA in
place is not subject to restudy, there is no requirement to meet the revised M2 milestone.
MISO further clarifies that, for projects that are not in commercial operation but are
involved in a restudy, those projects that have met all applicable milestones in an
executed GIA have shown sufficient commitment to achieving commercial operation in a
timely manner and should not be required to meet the M2 milestone despite having not
yet reached commercial operation. MISO states that it will revise section 5.1.1. of
Attachment X such that the trigger for exemption from the new GIP, if applicable, would
include successful payment of all applicable milestones under an executed GIA.*#

91. Intheir response, the Midwest Developers argue that MISO’s attempt to address
their concerns is unsatisfactory given MISQO’s past practice of broadly interpreting its
authority to restudy projects which have existing GIAs. The Midwest Developers
observe that MISO has already attempted to subject numerous developers with GIAs to
revised study models and new system upgrade costs after restudy.** The Midwest
Developers argue that these projects would be subject to the additional risk of both the
milestone payment and the new procedures if MISO’s proposal is accepted and urge the
Commlizsssion to reject MISQO’s proposal to apply its proposal to projects with executed
GlAs.

122 National Renewable Solutions Protest at 3-4.
123 MISO December 15 Answer at 11.
124 Midwest Developers December 20 Answer at 7.

125 4.
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d. Supplemental Filing

92. Inthe supplemental filing, MISO clarifies its assertion that a project that is subject
to restudy will be subject to the GIP in effect at the time that it receives notice of restudy.
Specifically, such project will be subject to milestone payments and will need to execute
a new GIA. According to MISO, absent such a requirement, a restudy would effectively
provide a suspension period at nominal cost which would provide an inappropriate
incentive for interconnection customers to seek out rationales to justify restudy as a
means of delay.’® MISO states that the only exception to this rule is that if the
interconnection customer had reached the point under its GIA that the M2 milestone
payment would have been refunded,™®’ then its readiness will have been determined and
MISO would not require payment of the study milestone.

93.  MISO asserts that if a restudy indicates that an amended GIA is required, the
restudied project would be required to update to the new GIA, and the pro forma portion
of the GIA would be updated to the then-effective language. MISO clarifies that this
would usually require the interconnection customer to meet the Initial Payment that
MISO has proposed*?® unless the interconnection customer’s pre-amendment filing
milestones have resulted in the interconnection customer already meeting this
requirement.®® MISO acknowledges that proposing to update agreements departs from
MISO’s past practice of amending only the appendices of GIAs after a restudy; however,

126 Supplemental Filing at 7.

127 The M2 Milestone will be fully refundable upon satisfaction of the initial
payment milestone pursuant to Article 11.5 of a non-provisional GIA, upon
commencement of commercial operation under a provisional GIA under Section 11.5 of
this GIP, or in the event the total Network Upgrade cost estimates in the Interconnection
Facilities Study increased by more than 25 percent over the Network Upgrade cost
estimates in the Interconnection System Impact Study in the Definitive Planning Phase
and the interconnection customer withdraws its Interconnection Request.

128 Article 11.5 of the GIA would require an interconnection customer to make a
payment in cash or security towards the total cost of network upgrades. As proposed, the
Transmission Owner would elect between requiring the customer to provide either cash
equal to 10 or 20 percent of the cost of required upgrades (depending on the time between
the initial payment and the In-Service Date) or security equal to 100 percent of the cost of
the upgrades.

129 Supplemental Filing at 8.
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MISO maintains that it is doing so in order to increase certainty rather than to prolong
uncertainty.

94.  MISO cautions the Commission against limiting the application of the new GIP to
any pre-determined point in the queue. According to MISO, doing so would bifurcate
Interconnection requests into two separate queues and would not address the core issue
here: the disincentive for projects to move forward without knowing what their revenues
will be. MISO states that applying these procedures to all projects will require a
business-plan review of each project, with each project determining whether it wishes to
proceed through the Definitive Planning Phase or return to the System Planning and
Analysis phase until the revenue outlook improves. Additionally, MISO contends that
limiting the application of the new GIP to projects that are not yet in the Facilities Study
would do nothing to eliminate the situation surrounding the North Dakota Definitive
Planning Phase Cycle 5 study, which, MISO notes, has seen three rounds of projects
withdrawing and subsequent restudies. MISO states that only by applying its proposed
revisions to the GIP broadly and raising the question of project readiness will MISO be
able to attain its goal of stopping the constant restudy cycle caused by the churning of
projects in and out of the queue.*®

e. Comments on the Supplemental Filing

95.  Iberdrola argues that MISO’s assertions in the Supplemental Filing provide
additional evidence that its proposal is unduly discriminatory in that it fails to consider
the project life cycle for independent power producers (IPPs). Iberdrola argues that
MISQO’s statements, including its assertion that the revised GIP must be applied to all
projects in the queue in order to get them to review their business case, evince a complete
lack of understanding of how projects are developed, financed, and built. Iberdrola
maintains that IPPs cannot determine their revenue outlook until they have an estimate of
the actual costs associated with a specific project. lIberdrola states that the GIP provides a
process whereby the costs of interconnection are determined, allowing the
interconnection customer to evaluate the viability of a project in the market, and that the
projects will not know their revenue outlook prior to entering the Definitive Planning
Phase without this information.**

96. E.ON argues that it is unjust and unreasonable to require a customer to update the
pro forma portion of an executed GIA if the customer is restudied because the sole

130 Id
18114, at 9.

132 |berdrola February 21 Protest at 4-5.



Docket No. ER12-309-000 -37 -

purpose of a restudy is to identify any further network upgrades that are needed to
accommodate the project. Thus, according to E.ON, the only item that must be updated
in an existing GIA to accommodate a restudy is the milestone table in the appendix to the
GIA to list any new facilities, new costs for these facilities, new deposits, and any new
changes in timing for completion. Moreover, E.ON states that while an interconnection
customer knows that the cost and timing of required network upgrades may change if a
restudy occurs, the terms and conditions of service are otherwise established upon
execution of the GIA and it is unjust and unreasonable to subject customers to potentially
moving targets as would occur if the entire GIA were updated when a restudy occurs.™*

97. AWEA and WOW state that MISO has not provided any justification for departing
from the practice of limiting the reform to those projects that have not yet executed a
Facilities Study Agreement. They maintain that, at a minimum, MISO should limit the
application of its proposed amendments to those projects that have not yet signed a GIA,
as applying these reforms to projects that have signed a GIA would violate the certainty
that the GIA is intended to provide to both the Transmission Provider and the
interconnection customer. AWEA and WOW state that, to the extent that MISO seeks to
modify the actual terms and conditions of the GIA, it has failed to provide any legal
justifilgiltion for its ability to make such unilateral modifications under section 205 of the
FPA.

98.  Calpine states that, based on the Supplemental Filing, it appears that MISO is
planning to not only modify, but effectively terminate, existing GIAs and that this
requirement will apply to projects that are currently in suspension under executed GIAs
and to projects — like its subsidiary (Mankato) — where only half of its anticipated
Generating Facility capacity has been installed by the Commercial Operation Date.
Calpine argues that the Commission should make it clear that MISO may not modify or
terminate any existing GIA without the Commission’s specific authorization. Calpine
states that MISO has conceded, and the Commission has reiterated, that MISO cannot
unilaterally terminate a GIA of its own accord. Calpine urges the Commission to decline
to prejudge the validity of any GIA modification or termination proceedings. Moreover,
Calpine states that while it is unclear whether MISO plans to attempt to terminate
Mankato’s GIA, any attempt to do so would be inequitable and unreasonable.*®* Calpine

133 E ON February 21 Protest at 10-11.
134 AWEA and WOW February 21 Protest at 11-12.

135 Calpine Protest at 6-9.
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states that the Commission should require MISO to explain in more detail how it would
implement its proposal.™*

f. ANswers

99.  MISO claims that timely application of the proposed revisions to existing projects
IS necessary to avoid the immediate need for numerous unexecuted filings that will be
triggered for projects in Group 5 under the existing process. MISO explains that
applying the revised GIP would permit many existing projects to return to the System
Planning and Analysis phase if they are not ready to proceed, rather than forcing them to
proceed with withdrawals or unexecuted filings at the Commission.**’

g. Commission Determination

100. We find that MISQO’s proposed transition provisions are just and reasonable.
While MISO is proposing to apply the revised GIP to projects in the later stages of the
interconnection process, as discussed further below, we find that doing so is reasonable in
light of the issues that MISO is experiencing in administering its queue. However, we
will require MISO to revise its Tariff such that existing interconnection customers have
90 days after the issuance of this order — instead of 90 days after the effective date of
MISQO’s revisions (January 1, 2012) — to transition to the revised GIP. Moreover, we will
reject MISO’s proposed transition provisions to the extent that MISO interprets these
provisions as granting it the authority to require interconnection customers with existing
GIlAs to modify the body of these agreements to reflect the revisions to the pro forma
GIA accepted in this proceeding if the customer is subject to restudy. We find that if
MISO wants to revise the body of an existing GIA to reflect the revisions to the pro
forma GIA accepted in this proceeding, it must file each agreement that it proposes to
modify with the Commission and demonstrate that its proposed revisions are just and
reasonable.

101. In order to avoid potential confusion, we will clarify our understanding of MISO’s
proposed transition provisions. Under MISO’s proposal, interconnection customers with
“outstanding requests” are required to transition to the revised GIP within a reasonable
amount of time not to exceed 90 days. MISO defines “outstanding requests” to include
any interconnection request that, on the effective date of the GIP, has been submitted but
not yet accepted by MISO, any interconnection request that has an interconnection
agreement that has not yet been submitted to the Commission for approval, any
interconnection request that has an interconnection study agreement that has not yet been

13614, at 9.

137 MISO March 7 Answer at 5-9.
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executed, or any interconnection request that is in the process of being studied (including
restudies).™® Additionally, under MISO’s proposal, interconnection customers that are
subject to restudy will be restudied under the revised GIP, as modified on compliance.

102.  While all interconnection requests with outstanding requests will be required to
transition to the revised GIP, MISO proposes to exempt certain interconnection
customers from the requirement to meet the revised M2 milestone, including the new M2
milestone payment. First, projects that have an executed GIA and that have commenced
commercial operation as of the effective date of the revised GIP will not be required to
meet the revised M2 milestone. Second, those projects that have a GIA prior to the
effective date of the revised GIP and that are not subject to restudy will not be required to
meet the revised M2 milestone. Third, as MISO acknowledges in its answer and the
Supplemental Filing, the following projects also will not be required to meet the revised
M2 milestone: (1) a project that is subject to restudy and has been meeting milestones
under an existing GIA; and (2) a project that is subject to restudy but has reached the
point under its GIA where the M2 milestone payment would have been refunded.**

103. We note that MISO’s proposed transition provisions do not currently indicate that
those projects that fall within (1) and (2) will not be required to meet the revised M2
milestone, as clarified in MISQO’s pleadings in this proceeding. Therefore, we will direct
MISO to submit a compliance filing revising its transition provisions to clarify that these
projects will not be required to meet the M2 milestone.

104. We further note that, under MISO’s proposal, projects with outstanding
interconnection requests are required to transition to the revised GIP, including, where
applicable, the revised M2 milestone, within 90 days of the proposed effective date of the
revised GIP (i.e., 90 days after January 1, 2012). In effect, this would require projects to
meet these requirements one day after the issuance of this order (March 31, 2012). Under
the circumstances, we find that doing so would be unjust and unreasonable. Accordingly,
we direct MISO to submit, within 30 days of the issuance of this order, a compliance
filing revising section 5.1 of its tariff so that the transition period begins upon the
issuance of an order approving the revised GIP, giving interconnection customers 90 days
from the latter date to comply.

105. While we agree that MISO’s proposal is reasonable under the circumstances, we
are concerned by MISQ’s statement that it plans to require a project with an existing GIA
that is subject to restudy to revise the body of its GIA to conform to the revised pro forma
GIA which in turn would subject the interconnection customer with a previously

138 proposed section 5.1.2.

139 M1SO December 15 Answer at 11; Supplemental Filing at 7-8.
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executed GIA to MISO’s proposed Initial Payment requirement. In essence, it appears
that MISO is interpreting its proposed transition provisions as granting it the authority to
require an interconnection customer to modify the body of its interconnection agreement.
As an initial matter, we note that MISQO’s interpretation may be inconsistent with Article
11.3.2 of the pro forma GIA, which states that, in the case of restudy, the parties “agree
to amend Appendix A to [the agreement] . . . to reflect the results of any restudy required
under Article 11.3.2.” While the text of Article 11.3.2 does not prohibit the body of the
GIA from being modified in the case of restudy, such modification can not be
compulsory. Further, we agree with those commenters who assert that, consistent with
Commission precedent, MISO should be required to file each agreement that it proposes
to modify with the Commission and demonstrate that its proposed revisions are just and
reasonable.'*® Accordingly, we reject MISO’s proposal to require, on a generic basis,
interconnection customers with existing GIAs that are subject to restudy to revise their
GIlAs, without prejudice to MISO filing with the Commission each agreement that it
proposes to modify and demonstrating that its proposed revisions are just and reasonable.

106. We disagree with those commenters that argue that MISQO’s proposal should be
rejected because it will affect late-stage interconnection requests. While we acknowledge
that MISO is proposing to apply its revisions to the GIP to a broader array of projects
than it has in the past, we find that MISO’s proposed transition provisions are reasonable
under the circumstances. In the Conference Order, the Commission recognized that
reforms that affect interconnection requests in the later stages of the interconnection
process create special circumstances that require careful considerations because such
reforms can significantly disrupt the activities of customers who may have relied upon
the existing process. However, the Commission recognized that it may be necessary in
some circumstances to apply reforms to late-stage interconnection requests to resolve
current backlogs.*** Here, MISO has submitted evidence indicating that there is a
backlog in its queue and that a substantial number of terminations in the queue are at or
beyond the point of entering the Definitive Planning Phase. In light of these facts, we
agree with MISO that limiting MISQO’s proposed revisions to projects that are before or
after some pre-determined point in the queue (e.g., exempting projects that have a
Facilities Study underway or that have entered the Definitive Planning Phase) would
create bifurcation in the queue and would not address the problems identified by MISO.
Accordingly, we find that MISO’s proposal to apply the revised GIP to outstanding
requests while exempting those projects that have demonstrated readiness from meeting
the revised M2 milestone, including the M2 milestone payment, to be a reasonable

190 gee, e.g., Order Rejecting Proposed Tariff Revisions, 117 FERC § 61,128 at
PP 25-27; Order Denying Rehearing, 119 FERC { 61,097 at PP 13-14.

141 Conference Order, 122 FERC 61,252 at P 19.
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approach. Further, we note that, as mentioned above, MISO must file with the
Commission each agreement that it proposes to modify and demonstrate that its proposed
revisions are just and reasonable..

107. Finally, we disagree with Flat Hill’s argument that, in accepting MISO’s proposal,
we are unlawfully permitting MISO to impose tariff changes retroactively. On the
contrary, MISO is proposing to require projects to comply with the revised GIP on a
going forward basis following a prescribed transition period. And as required herein, we
are modifying the dates for meeting the new milestones, to permit a reasonable transition
period. In response to EPSA and NextEra, we will direct MISO to make a compliance
filing clarifying the extent to which it is proposing to apply the revised GIP to projects
that have reached partial commercial operation or that are operating under a provisional
GIA. While MISO states that projects with provisional GIAs will be subject to the
revised GIP, it is unclear whether MISO intends to require such customers that have
commenced commercial operation under provisional GIA to meet the M2 milestone in
order to remain in the DPP.

3. Two Queues
a. Proposal

108. MISO proposes to revise the structure of the interconnection queue. As under the
existing Tariff, MISO will perform a Feasibility Study when an interconnection customer
enters the queue, which will provide a preliminary evaluation of the impact of the
proposed interconnection request on the transmission system.*** While MI1SO’s proposal
retains the System Planning and Analysis phase and Definitive Planning Phase, MISO
explains that it is modifying the System Planning and Analysis phase by removing
required timelines to proceed to the Definitive Planning Phase.

109. Under MISO’s proposal, a System Impact Study is required to be performed in the
System Planning and Analysis phase.*** MISO states that the interconnection customer
will determine the scope of the System Impact Study.*** According to MISO, this

12 proposed revised section 6.

%3 proposed Revised section 7.

% November 1 Filing at 13. As explained in section 7.3 of the GIP, the System
Impact Study will be performed pursuant to the assumptions specified by the
interconnection customer in the System Planning and Analysis Study Scope Form.
Failure to submit the System Planning and Analysis Study Scope Form within 30 days
will result in withdrawal of the interconnection request.
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requirement allows the interconnection customer to select the parameters that it wants to
have studied, receive those results from MISO, and work to analyze and market its
projects. MISO states that this analysis may lead the interconnection customer to request
further analysis in the System Planning and Analysis phase, decide to enter the Definitive
Planning Phase, or withdraw. MISO claims that its proposal has the benefit of allowing
interconnection customers with different business plans to get studies tailored towards
their business plan and that its proposal represents an improvement over larger group
studies with a “one-size-fits-all” approach.**> MISO explains that a customer may
remain in the System Planning and Analysis phase indefinitely, so long as the
interconnection customer “refreshes” its System Planning and Analysis System Impact
Study once every 18 months.*® MISO further explains that an interconnection customer
that fails to refresh its System Planning and Analysis System Impact Study will be
withdrawn from the queue.*"’

110. To reflect MISQO’s revisions to the System Planning and Analysis phase and the
Definitive Planning Phase, MISO is proposing to replace the defined term “Queue
Position” with two new defined terms: “Initial Queue Position” and “Definitive Planning
Phase Queue Position.” MISO states that it added these definitions to clarify that a
project that enters the Definitive Planning Phase will now be assigned a Definitive
Planning Phase Queue Position while other projects will retain their Initial Queue
Position. According to MISO, projects that have moved into the Definitive Planning
Phase will be studied based on this Definitive Planning Phase Queue Position.**

b. Comments

111. Several commenters argue that MISQO’s proposed revisions will limit the amount
of information available to an interconnection customer prior to entering the Definitive
Planning Phase. In this regard, NextEra argues that, while MISO suggests that it is

> Laverty Testimony at 16-18.

8 proposed revised section 7.2 of the GIP requires that the interconnection
customer must submit a completed System Planning and Analysis Study Scope form no
later than 18 months after the completion of an interconnection study. See November 1
Filing at 12 (stating that initially this requirement will be triggered by the completion of a
Feasibility Study and that, after that, an updated scope form must be completed every 18
months).

Y7 Laverty Testimony at 18.

%% November 1 Filing at 5.
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revising the GIP to improve customer service, MISQO’s proposal will require
interconnection customers to make significant commitments without having superior
information on which to act."*® Iberdrola states that MISO’s proposal provides limited
access to the information necessary to make critical business decisions until after a
project meets the M2 milestone and enters the Definitive Planning Phase because the
interconnection customer determines the scope of the study in the System Planning and
Analysis phase — despite the fact that the interconnection customer is at a significant
informational disadvantage in identifying assumptions.™®

112. Xcel expresses support for MISO’s proposed revisions to the System Planning and
Analysis phase. Xcel maintains that these revisions should result in a product consistent
with the interconnection customer’s business model. Xcel states that this is a paradigm
shift in queue administration and, by affording the interconnection customer flexibility,
will help the customer understand project risks and costs by providing meaningful
analysis of its individual project. Xcel maintains that this flexibility represents a
significant improvement over the existing process and should allow MISO to meet its
queue objective of facilitating a “first-ready, first served” approach.™

113. MISO Transmission Owners note that several sections of the GIP include
references to “applicable Queue Position” or “Queue Position.” They state that, because
“Queue Position” is no longer a defined term, it should not be capitalized in the GIP or
the GIA. MISO Transmission Owners argue that the Commission should direct MISO to
revise references to “Queue Positions” or “applicable Queue Position” in sections 3.6
(Withdrawal), 4.3 (Transferability of Queue Position), and 5.5.1 of the GIP to reflect that
Queue Position is no longer a defined term and should not be capitalized. Additionally,
MISO Transmission Owners state that for the purpose of consistency with the changes in
section 5.5.1, the reference to “GIP” in section 5.1.2 of the GIP should be changed to
“revised GIP.”

C. ANSWers

114. Inits answer, MISO argues that its proposed revisions, including its revisions to
the System Planning and Analysis phase, will reduce uncertainty in the queue. MISO
states that its proposed revisions to the System Planning and Analysis phase will
encourage interconnection customers that are not ready to proceed into the Definitive

149 NextEra Protest at 3.
150
Iberdrola Protest at 9-10.

151 % cel Comments at 7-8.
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Planning Phase to remain in the System Planning and Analysis phase. MISO notes that
an interconnection customer may determine the level of detail that it would like in the
study and that refreshing a customer’s study may cost as little as $5,000 if the project
requests a minimal restudy of the System Impact Study. MISO states that this is a
relatively small price to pay for any potentially viable project to remain in the System
Planning and Analysis phase without the risk of facing a deadline to proceed.**

115. The Midwest Developers argue that MISO’s proposal will eliminate any
meaningful opportunity for projects that are not yet in the Definitive Planning Phase to
obtain the studies necessary to evaluate their likelihood of success. They maintain that
MISO’s proposal will create a “negative feedback loop” because the Definitive Planning
Phase will only be for projects that are ready to proceed, but those same projects will be
unable to evaluate their readiness to proceed prior to entering the Definitive Planning
Phase. They state that while the interconnection customer will receive some preliminary
cost information during the System Planning and Analysis phase, these cost estimates are
nonbinding and cannot be relied upon since the study assumptions used in the Definitive
Planning Phase may be different than those used in the System Planning and Analysis
phase. They state that the resulting process would undermine the ability of customers to
determine whether a project is ready to proceed and imposes greater risk on customers.**?

d. Commission Determination

116. We will accept MISO’s proposed changes to the System Planning and Analysis
phase. We disagree with those parties that argue that MISO’s proposal will limit the
amount of information available to an interconnection customer prior to entering the
Definitive Planning Phase and find that an interconnection customer should be able to get
necessary information through the interconnection customer’s judicious use of the
System Planning and Analysis Study Scope Form. The System Planning and Analysis
Study Scope Form provides the interconnection customer with several study options. For
example, an interconnection customer may customize its study by selecting from a range
of assumptions regarding the timeframe for study, the transmission and generation
facilities included in the model, and outages, to name just a few.">* We agree with MISO
that this flexibility will allow the interconnection customer to obtain sufficient
information to make an informed decision about whether its project should proceed to the
Definitive Planning Phase. We also note that the Tariff affords an interconnection

152 MISO December 15 Answer at 7-8.
153 Midwest Developers December 20 Answer at 2-3, n.5.

>4 proposed revised Appendix 2, Attachment A.
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customer that believes it needs assistance in identifying the potential costs and risks of its
project the option of consulting with the Transmission Provider even before it enters the
System Planning and Analysis phase.'*®

117. Although we will accept MISO’s revisions to the System Planning and Analysis
phase, we will direct MISO to revise its Tariff to remedy certain ambiguities and
inconsistencies. First, we note that while the System Planning and Analysis Scope form
provided by MISO refers to a “[r]Jegular Generator Interconnection System Impact
Study,” a “[p]lanning horizon study,” and an “[o]perating horizon study,” these terms are
not defined. Accordingly, we will direct MISO to submit revisions clarifying the
meaning of these terms. Second, we agree with MISO Transmission Owners that
references throughout the GIP should be consistent with defined terms. Therefore, we
will direct MISO to make the revisions identified by MISO Transmission Owners above.

4. Cash-at-Risk Milestones

118. MISO proposes several revisions that will increase the financial contributions that
interconnection customers will be required to make in order to proceed through the queue
and will require the interconnection customer to meet these financial requirements earlier
in the interconnection process.

a. M2 Milestone Payment

I Proposal

119. MISO proposes revisions to section 8.2 of the GIP to clarify that a project is
eligible to enter the Definitive Planning Phase after having provided: (1) a new capital
contribution (M2 milestone payment); (2) technical data requirements; and (3) Definitive
Planning Phase study deposit.™>® MISO explains that only the capital contribution is
“new.” MISO states that it is proposing to replace previously accepted indicia of
readiness that the Commission approved in phase one of MISO’s queue reform with a
requirement that the interconnection customer make a capital contribution in the form of

155 MISO, FERC Electric Tariff, Attachment X (0.0.0), § 6.1.

158 Together, these requirements are commonly referred to as the M2 milestone.
Under the currently-effective tariff, entry into the Definitive Planning Phase requires a
project to meet the M2 milestone. Queue Reform Order, 124 FERC {61,183 at P 65.
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cash or an irrevocable letter of credit because it has determined that a capital contribution
provides a better indicator of a project’s readiness to proceed."’

120. MISO explains that the amount of the required capital contribution will be based
upon a formula that considers the interconnecting zone’s schedule 7 $/MW year long-
term firm point-to-point transmission service rate, the MW size of the facility, and the
number and cost of constraints.’*® MISO states that it initially considered a deposit equal

7 Currently, interconnection customers are required to demonstrate readiness to
proceed to the Definitive Planning Phase by providing two of six possible demonstrations
of readiness, only one of which involves a capital contribution. An interconnection
customer also has the option of providing additional security reasonably acceptable to
MISO equal to the requested gross nameplate capacity times the rate for one month of
drive-out point-to-point transmission service in lieu of certain other non-cash options
including, e.g., that turbines have been ordered.

158 Specifically, as proposed, section 8.2 provides that the M2 milestone payment
will be calculated based on the following formula:

Ten percent (10%) of the sum of the following calculation, with a minimum
charge of $2,000 per gross MW addition and a maximum charge of $10,000 per
gross MW addition:

(Schedule 7 $/MW yearly rate for interconnecting Zone multiplied by the gross
MW capacity increase to the Generating Facility) + (Constant $ amount per table
below for each voltage level multiplied by the number of constraints shown in
Feasibility Study, for that voltage level)

Feasibility Study Constraint Constant $ amount
Voltage level
345 kV $350,000
230 kv $200,000
161 kV $130,000
138 kV $130,000
115 kv $130,000
69 kV $125,000
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to approximately 10 percent of the expected transmission costs of a project, which would
historically result in about 1 percent of the overall project cost. MISO states that it
considered two different algorithms for determining the amount of the required capital
contribution: (1) analyzing the transmission costs of projects with interconnection
agreements and developing a “best-fit” line formula to compute 10 percent of the
expected costs; and (2) taking into account the location of the interconnection and the
results of the Feasibility Study. MISO explains that it decided to use the latter because it
was more forward-looking and keeps the emphasis on the Feasibility Study. MISO states
that its chosen method closely matches 10 percent of expected transmission costs if a 10
percent multiplier is used. MISO notes that its formula also includes floors and caps in
order to ensure both that every project has some milestone payment charge and that the
charge does not exceed a reasonable range.**®

121. MISO states that it is proposing an “off-ramp,” which provides that the M2
milestone payment will be refunded in certain circumstances: (1) upon satisfaction of the
Initial Payment milestone in Article 11.5 of a non-provisional GIA;*® (2) upon
commencement of commercial operation under a provisional GIA; or (3) if the total
network upgrade cost estimates contained in the Interconnection Facilities Study
performed in the Definitive Planning Phase increase by more than 25 percent over the
network upgrade cost estimates in the System Impact Study performed in the Definitive
Planning Phase and the interconnection customer withdraws its interconnection
request.’®™ MISO explains that the M2 milestone payment will be forfeited if the project
otherwise withdraws.*

122.  MISO explains that it determined that the amount of capital available to a project
is the best indicator of whether a project will proceed after reviewing key requirements to
interconnect a generator. MISO notes that, in contrast to 2008, it is now relatively easy
to get a turbine order. MISO further states that non-monetary milestones such as a
turbine order come in many forms, and, as a result, MISO is required to expend time and
resources to judge whether or not a particular milestone submittal is sufficient evidence
of a turbine order. MISO states that while turbine orders, environmental permits, and
other requirements are important, what distinguishes projects that will go forward from
ones that will not is how well a project is financed and whether investors believe in the

159 L averty Testimony at 22-23.

190 The Initial Payment milestone is discussed further below. See infra text
accompanying notes 230-231.

181 November 1 Filing at 15; Proposed section 8.2; Laverty Testimony at 23.

162 |_averty Testimony at 20.
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project’s business plan. MISO notes that there is less ambiguity when it comes to cash
and that, irrespective of the project’s business structure, the risk falls on the investor.*®?

123. MISO argues that its proposal aims to expedite the queue process and meet the
goals of Order No. 2003 by requiring an additional payment as projects progress while
also allowing projects to control how long they remain in the System Planning and
Analysis phase of the queue indefinitely and obtain tailored study results.’** MISO
contends that its proposal is consistent with the guidance provided in the Conference
Order because it balances the needs of different generator interconnection projects and
prioritizes the processing of requests on a fair basis to ensure that the flexibility for
individual generators does not undermine the certainty and speed needed for the queue as
a whole. Moreover, according to MISO, its methodology appropriately addresses the
impact on small interconnection customers by basing the required milestone on the size
of the project and the number of constraints.’® MISO notes that it rejects the contention
by some stakeholders that the new M2 milestone payment favors regulated utilities.
MISO maintains that this assertion is based on the flawed assumption that utilities will be
able to easily obtain approval from their regulatory authority to simply recover any lost
capital as part of its rate base. MISO states that the risk will be the same for both
regulated utilities and independent developers: any forfeited deposits are charged to the

company.®

i, Comments

124. Several commenters argue that MISO has failed to demonstrate that the M2
milestone payment will demonstrate project readiness. AWEA and WOW state that
MISO has failed to explain why past financial deposit increases have been insufficient to
ensure readiness or why its proposed non-refundable capital contribution will be effective
or just and reasonable. AMP, Flat Hill, and the Midwest Developers argue that, unlike
existing milestones, which are based on actual achievement of project-related progress,
the proposed M2 milestone payment merely shows which entities have the most
money.'®” The Midwest Developers and AMP argue that it is not necessarily the case

183 1d. at 19-20.

1%4 November 1 Filing at 15 (citing Queue Reform Order, 124 FERC { 61,183 at
PP 17, 79; Conference Order, 122 FERC 1 61,252 at P 17).

185 1d. at 16.

166 | averty Testimony at 20.

17 AMP Protest at 9-10; Flat Hill Protest at 5; Midwest Developers Protest at 21.
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that parties with the ability to put significant dollars at risk early in the study process are
more likely to succeed in developing a power plant or to do so more efficiently.’®® AMP
states that it would support replacing the options available under the currently-effective
GIP requirements with MISQO’s new proposed capital contribution as an alternative for
those customers that are unable or unwilling to enter the Definitive Planning Phase under
the existing system.'®®

125. Commenters also claim that MISO’s proposal is contrary to Commission
precedent. AWEA and WOW state that while the Commission has afforded regions the
flexibility to propose solutions to backlogs in the queue, the Commission has directed
RTOs and ISOs to first consider whether they have used all of the effective steps
provided for by their current tariffs or as explicitly authorized in Order No. 2003.*"
AWEA and WOW further state that while the Commission has indicated that increasing
deposit amounts may be one suitable way of addressing queue backlogs, the Commission
has recognized that proposals to do so should not result in undue discrimination between
types of developers and that there must be a balance between flexibility to demonstrate
readiness and having a functioning queue process. AWEA and WOW claim that MISO’s
proposal is contrary to this guidance because MISO is proposing to replace the options
available to demonstrate readiness under the current tariff with a single demonstration of
financial resources. According to AWEA and WOW, MISO’s proposal is geared more
towards alleviating its own administrative burdens than providing a service that works
well for its diverse customer base."

126. A number of commenters argue that the proposal unduly discriminates against
IPPs and is unduly preferential to generators affiliated with vertically-integrated
Transmission Owners.'” The Midwest Developers, Iberdrola, and AWEA and WOW
argue that MISO has failed to demonstrate that the proposal will not discriminate
between load serving entities (LSE) that have the capability of recovering expenses by

168 Midwest Developers Protest at 21; AMP Protest at 9-10.
169 AMP Protest at 10.

0 AWEA and WOW Protest at 10 (citing Conference Order, 122 FERC { 61,252
atP 8).

1d. at 12-13.

172 |d. at 14; EPSA Protest at 20-21; Midwest Developers Protest at 22-23;
Iberdrola Protest at 11-13; Juhl Protest at 3-4.
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including these costs in rate base and IPPs who have no such option.'”® AWEA and
WOW add that while there is no certainty that an LSE developer would be able to recover
a forfeited milestone as a prudently incurred investment in a rate proceeding, rate-making
principles in some states suggest that this is a real possibility. AWEA and WOW further
add that an LSE developer should have access to more reliable information in the System
Planning and Analysis phase, and thus be in a better position than an IPP to evaluate
expected costs and the decision on whether to pay the M2 milestone payment.'™
Similarly, Iberdrola argues that MISO has failed to provide any discussion regarding the
impact of its proposal on different classes of customers, despite the fact that the risk to
IPPs varies significantly from that of LSEs.'™ Iberdrola and EPSA state that, unlike an
IPP, utility-affiliated generators can finance projects based on the balance sheets of their
regulated parents.'”®

127. A number of commenters argue that the M2 milestone payment creates a chicken-
and-egg problem for developers. AWEA and WOW note that MISO acknowledges that
before committing funds to satisfy the M2 milestone payment, a customer would need
MISO to provide information about the transmission upgrades needed, or, more likely, a
reasonable set of bounds around these costs; yet, at the same time, MISO acknowledges
that the results of studies in the System Planning and Analysis phase cannot be relied
upon specifically because, under MISO’s proposal, the scope of studies in the System
Planning and Analysis phase will be determined by the interconnection customer.*”’
Likewise, EPSA states that, without an interconnection agreement, lenders will typically
not provide financing for projects and purchasers will often decline to enter into PPAS
with developers. At the same time, without financing or a PPA, asserts EPSA, an

interconnection customer will not be in a position to satisfy the M2 milestone payment.'™

128. Juhl argues that MISQO’s proposed revision would create an unfair economic
burden upon small wind projects, including “community wind” projects whereby a larger

178 AWEA and WOW Protest at 13-14; Midwest Developers Protest at 22-23;
Iberdrola Protest at 12-13.

1% AWEA and WOW Protest at 13-14.

17 1berdrola Protest at 11.

176 EPSA Protest at 21; Iberdrola Protest at 12.

7 AWEA and WOW Protest at 15-16.

178 EPSA Protest at 21. See also Iberdrola Protest at 12.
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percentage of wind farm proceeds are shared with local interests. According to Juhl, the
imposition of these costs would result in a complete shift in competition and the
possibility of eliminating small wind altogether and ensuring that only a small group of
larger, well funded energy/electric utility conglomerates would be the only market
players able to survive. This, Juhl asserts, would completely undermine the
Commission’s goal of lowering wholesale prices for customers by increasing the number
and variety of new generation that will compete in the wholesale market and, due to
general trends of consolidation, will result in increased wholesale prices.*"

129. ARES also contends that the proposal discriminates against smaller projects
because the cost of the milestone is significantly higher per MW of nameplate capacity
for a 20 MW project as opposed to a much larger project. Specifically, ARES states that
the cost is significantly higher per MW of nameplate capacity for a 20 MW project as
opposed to much larger projects (up to ten times as high). ARES suggests that a straight-
line deposit framework would be more appropriate.’®® Further, ARES asserts that past
milestones already demonstrated financial commitment and asks the Commission to
direct MISO to revise its Tariff to eliminate further Definitive Planning Phase entry
milestone deposit requirements for projects that are less than 25 MW in nameplate
capacity and entered the MISO queue prior to September 1, 2008.'%

130. Several commenters also argue that, if the M2 milestone payment is accepted, the
Commission should require MISO to modify the formula for calculating the required
capital contribution.’® For instance, the Midwest Developers, Iberdrola and AWEA and
WOW criticize MISO’s use of zonal rates to determine milestone payment costs. The
Midwest Developers assert this would result in disparate treatment of similarly sized
projects in different zones based solely on location.'®® Iberdrola states that zonal rates
have little to do with interconnection costs and argues that the Commission should direct
MISO to modify its calculation of the M2 milestone payment so that it relates to the
estimated study costs and the risk of restudy upon withdrawal.’** AWEA and WOW

179 juhl Protest at 3-4.

180 ARES Protest at 1, figure 1, figure 2.
1d. at 1.

182 Midwest Developers Protest at 23; AWEA and WOW Protest at 15; Iberdrola
Protest at 19.

183 Midwest Developers Protest at 23-24 (noting that a hypothetical presented in
the stakeholder process demonstrated that similarly-sized projects located in two different
areas within MISO could face a 4:1 difference in the size of their milestone payments).

18 Iperdrola Protest at 19-20.
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suggest using an average of schedule 7 rates or something similar to ensure equal
treatment across zones.'®

131. Commenters also object to the circumstances under which the M2 milestone
payment will be refunded. EPSA argues that MISO’s proposal to require forfeiture of the
M2 milestone payment, except under limited circumstances, should be rejected because
MISO has failed to justify the need for such punitive measures. EPSA states penalties are
only justified where a participant has violated some rule, regulation, or tariff provision,
and withdrawal or termination of an interconnection agreement does not violate any such
rule. EPSA maintains that MISO has failed to show that the preconditions for imposing
punitive measures have been satisfied because MISO has failed to demonstrate that the
measures are narrowly tailored to deter the alleged abuses and will not deter legitimate
projects from progressing through the queue.'® EPSA further contends that the M2
milestone payment is a deposit and that Commission precedent requires transmission
providers to refund deposits in excess of actual costs.'®” Iberdrola raises a similar
argument and argues that the Commission should order MISO to refund all amounts
above the costs associated with any restudies, with interest, following withdrawal.'®

132. If the Commission accepts the M2 milestone payment, EPSA states that, at a
minimum, the Commission should eliminate the forfeiture requirement or require MISO
to refund the M2 milestone payment under a wider range of circumstance, as it has done
in other circumstances. Additionally, EPSA states that the Commission should adopt a
maximum cap on the amount that can be forfeited, such as the lesser of half the amount
posted or $2 million. EPSA maintains that the risk of forfeiting up to $2 million should
be more than adequate to deter speculative projects while not penalizing projects that are
forced to withdraw due to forces beyond their control.*®

185 AWEA and WOW Protest at 15.

186 EPSA Protest at 22 (citing Sierra Pac. Power Co. and Nevada Power Co.,
92 FERC {61,179, at 61,627 (2000); Entergy Servs., Inc., 88 FERC 61,098, at 61,233-
34 (1999); Mirant Kendall, LLC and Mirant Americas Energy Mktg., L.P., 110 FERC
161,272, at P 17 (2005)).

187 EPSA Protest at 23 (citing Queue Reform Rehearing Order, 127 FERC
61,294 at P 13; SPP, 128 FERC {61,114 at P 67).

18 perdrola Protest at 9, 20.

189 EPSA Protest at 24 (citing CAISO Queue Order, 124 FERC 61,292 at P 135).
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133. The Midwest Developers argue that the Commission should make the M2
milestone payment fully refundable upon the interconnection customer’s withdrawal
from the Definitive Planning Phase, as the act of posting an expensive deposit is itself a
strong sign of commitment by the interconnection customer.*®® The Midwest
Developers, along with AWEA and WOW, maintain that, even if the Commission does
not make the deposit fully refundable, it should require MISO to refund the milestone
payment where the customer withdraws and the estimate in either the Feasibility Study or
the System Planning and Analysis System Impact Study exceeds that in the Definitive
Planning Phase System Impact Study.***

134. AMP argues that the Commission should direct MISO to use a cost differential of
20 percent instead of 25 percent for the purpose of determining whether a refund should
be provided to the interconnection customer upon its withdrawal. AMP argues that its
proposals would create an incentive for MISO to adopt more accurate cost estimates. %

135. EPSA, Iberdrola, AWEA, and WOW note that MISO does not clearly disclose
what happens to forfeited deposits and that the retention of these funds is unjust and
unreasonable.’® Among other things, these parties argue that MISO must disclose how it
will treat forfeited funds and justify its proposal to the Commission.'®* AWEA and
WOW argue that any forfeited Definitive Planning Phase milestones should be credited
back to the benefit of interconnection customers and not used as a way to transfer funds
to transmission customers. AWEA and WOW ask the Commission to direct MISO to
clarify how these funds are credited and to require MISO to credit forfeited funds in such
a way that the parties most affected by the withdrawal benefit from the forfeited funds.*®

136. Xcel notes that the Interconnection Practices Task Force struggled to develop a
fair and equitable solution that would be applicable to all projects regardless of size or
generation type. Xcel states that it is optimistic that the M2 milestone payment, along
with other changes proposed by MISO, will be enough for the process to operate

190 Midwest Developers Protest at 25-26.

191 1d. at 26-27: AWEA and WOW Protest at 17.
192 AMP Protest at 11.

193 EPSA Protest at 22-23; Iberdrola Protest at 20; AWEA and WOW Protest
at 39.

194 See, e.g., Iberdrola Protest at 20.

195 AWEA and WOW Protest at 38, 39.
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efficiently and meet the first-ready, first-served objective of Attachment X. However,
Xcel states that it further believes that the size of the M2 milestone payment is the
minimum necessary to provide the proper indication of readiness and, therefore, requests
that these amounts not be reduced. Xcel would support a more rigorous financial
milestone in order to ensure the success of the proposed reforms. Xcel also feels that
MISO’s proposed “off-ramp” is reasonable.'*

ii. ANswers

137. MISO states that it inadvertently omitted a formula for the application of forfeited
milestone funds. MISO explains that it plans to use the forfeited funds to offset MISO
administration costs by, for example, crediting such funds to schedule 10. MISO states
that it has reviewed AWEA and WOW?’s suggestions and will continue to examine its
schedules to find a way to offset study costs with forfeited funds. MISO states that, in
the event that it develops a workable method to do so, MISO can move the forfeited
funds to offset engineering study costs at that time.*¥’

138. Noting that they support the use of forfeited funds to offset engineering study
costs, the Midwest Developers argue in response that the vague assurances provided by
MISO in its answer do not go far enough because MISO is still seeking to use such funds
to offset its administrative costs. The Midwest Developers maintain that it is essential
that such funds be used to reduce the cost of affected interconnection customers because
funds committed to the interconnection study process should remain in that process and
not be swallowed up into MISO’s broader budget. Therefore, they state that the
Commission should direct MISO to revise its tariff to apply any forfeited milestone funds
to offset affected customers’ study costs.*®

Iv. Supplemental Filing

139. In the supplemental filing, MISO provides further details about the formula for
calculating the new M2 milestone payment. MISO states that it originally intended the
formula to approximate the expected costs of network upgrades required for service.™®

140. MISO explains that it proposed a preliminary methodology for calculating the
payment using factors such as the location of the transmission upgrade, the size of the

19 % cel Comments at 5-6.

Y7 MISO December 15 Answer at 14.
1% Midwest Developers December 20 Answer at 8.

%9 Supplemental Filing at 9.
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project, the cost of upgrades, turbine type, and interconnection kilovolt level. MISO ran
regression analyses on historical data in order to determine the relationship between these
variables and upgrade costs. MISO states that after it ran several models, it chose the
model that included two factors — the size of the unit and the service type of the request --
as the best indicators of upgrade costs. MISO explains that after applying this formula,
the total payment appeared to be too high and, in order to reduce the cash exposure of all
customers, MISO updated the formula by using only 10 percent of the updated costs.
Additionally, MISO states that it proposed caps and floors that would serve as reasonable
bounds to ensure that the amount of the capital contribution is between 0.25-0.65 percent
of the total installed costs of the project. MISO notes that historically the total cost of
transmission for a project has been 10-15 percent of the cost of generation.’®”

141. MISO notes that it selected 10 percent of the transmission costs because it was
half of the 20 percent down payment encouraged in the housing market and appeared to
be a reasonable starting point for the analysis. MISO claims that stakeholders did not
object to the regression formula and the use of a 10 percent factor; however, a few
stakeholders expressed concern that the use of a linear regression model could inflate the
required capital contribution for projects that were located in areas with no significant
congestion and could interconnect with fewer upgrades. MISO explains that while it
initially considered the location of the transmission upgrade as one of the factors that
should be included, its regression models were unable to identify any reasonable
relationship between the network upgrade costs and the geographical location of the
upgrades. In order to address these concerns, MISO states that it decided to use the
Schedule 7 point-to-point transmission delivery rate to approximate the relationship
between the cost and location of the upgrade.”®

142. MISO states that the cap and floor values incorporated within its formula were
crafted with stakeholder input. MISO explains that it initially proposed caps and floors
with the goal of keeping the dollar cap within a .25-.65 range of the total installed cost of
a wind project, assuming $2 million per MW installed. According to MISO, a number of
stakeholders expressed concerns that MISO’s approach was biased because it appeared
that it was more punitive to small wind projects because the dollar cap, based on MW
size, appeared to be much higher for small projects in comparison to larger projects.
MISO explains why several of the alternatives it explored were less satisfactory. In order
to address stakeholders’ concerns, MISO explains that it proposed a $10,000/MW cap
and $2,000/MW floor for all types of requests. MISO states that this methodology

200 |d. at 10-11.

20114, at 11.
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ensured that the smaller wind units would not be given a higher dollar cap per MW value
and was not based on any specific fuel type.?*

143. MISO claims that these values produce a just and reasonable result when
compared to cash commitments required for other transactions in markets where some
kind of monetary commitment is required to hold territorial rights to obtain something.
For instance, MISO notes that prospective homeowners are typically required to make a
down payment before acquiring a loan and that the amount that interconnection
customers will be required to provide is far less than the amount typically required as a
down payment towards a house. MISO also claims that the amount that each
interconnection customer will be required to pay is reasonable when compared with the
amount that other business owners are required to provide before starting a new venture,
such as franchises. MISO states that its proposed M2 milestone payment will provide
just and reasonable results for projects of various sizes by establishing a minimum floor
to show readiness to proceed while linking the size of the cap to the size of an underlying
project. MISO asserts that, under its proposal, small generators will pay commensurately
smaller deposits than larger generators.’®?

V. Comments on Supplemental Filing

144. lberdrola maintains that MISO’s attempt to analogize the process for
interconnection to the real estate market and franchise agreements is inappropriate.
Iberdrola asserts that an interconnection customer is not buying a commodity or
purchasing rights to a product; the customer is trying to get a cost estimate so that it can
determine whether its project can compete in the power market.?** Iberdrola contends
that the GIP must be based solely on the costs incurred by MISO to allow non-
discriminatory access to power markets by new entrants and that MISO has failed to
address this issue. Instead, according to Iberdrola, MISO proposes to erect a barrier to
entry by IPPs and, in the process, eliminate the relatively unencumbered entry that is
necessary for competitive markets and that Order No. 2003 sought to promote.”®®

145. AWEA and WOW also argue that MISO’s analogy to the real estate market is
inappropriate, especially considering the point at which the M2 milestone payment is
required, as the certainty and risk in each of these settings is very distinct. AWEA and

202 1d. at 14-15.
203 1d. at 15-16.
204 |berdrola February 21 Protest at 5-6.

205 |d. at 5-6 (citing Order No. 2003, FERC Stats. & Regs. { 31,146 at P 11).
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WOW note that a more appropriate analogy would be to the earnest money payment that
homeowners make, which tends to be around one percent of the price of a home and is
refundable once the consumer receives more information about the home during a home
inspection. AWEA and WOW state that what is really needed, in addition to a fully
refundable deposit, is Feasibility Study results that provide more reliable information on
upgratzj()%s and cost estimates that are expected to be within 10 to 15 percent of final
costs.

Vi. Commission Determination

146.  We will conditionally accept MISO’s proposal to revise the M2 milestone. As
discussed above, MISO continues to experience significant challenges in administering
its queue. In light of these challenges, we believe MISQO’s proposal to require projects to
demonstrate project readiness by making a capital contribution is just and reasonable.

147. We find that MISQO’s proposal is consistent with previous Commission guidance
regarding methods to streamline and speed the processing of interconnection requests
while remaining faithful to the goals of Order No. 2003. In the Conference Order, the
Commission acknowledged that it may be appropriate to increase the requirements for
getting a queue position and that such a change would increase the likelihood that only
projects that are likely to be commercially viable are in the queue. Here, consistent with
this guidance, MISO has determined that existing milestones are no longer sufficient to
distinguish those projects that are ready to proceed to commercial operation from those
that are not. Specifically, MISO has reported significant numbers of terminations of late-
stage projects whose developers had met the existing M2 milestone. And, as stated
previously, the consequence of late-stage terminations can be multiple and iterative
restudies for lower-queued customers. Thus, if the proposed M2 milestone succeeds in
significantly reducing such late-stage terminations, we anticipate that projects with viable
business plans will more easily and quickly reach commercial operation. MISO asserts
that the amount of capital available to the project is the best indicator of whether the
project will proceed to commercial operation.””’

148. We disagree with those commenters who argue that MISO has failed to show that
the M2 milestone payment will demonstrate project readiness. By placing the risk of
losing the capital contribution on the customer, each interconnection customer must
consider its project and the accompanying risks before making the commitment to enter
the Definitive Planning Phase and proceed to commercial operation. In so doing, we
believe that the M2 milestone payment will help to ensure that projects that enter the

206 AWEA and WOW February 21 Protest at 9-10.

207 |_averty Testimony at 19.
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Definitive Planning Phase are commercially viable and likely to proceed to commercial
operation.

149. Additionally, we disagree with those commenters that assert that the proposed M2
milestone payment will merely distinguish projects that have financial resources from
those that do not and is contrary to Commission guidance because it does not allow
enough customer flexibility in demonstrating project readiness. While we recognize the
importance of affording interconnection customers flexibility, the Commission has
emphasized that there must be a balance between flexibility to demonstrate readiness and
having a functioning queue process.?®® We agree with MISO that its proposal, taken as a
whole, strikes an appropriate balance by allowing projects that are not ready to meet the
M2 milestone payment with the option to remain in the System Planning and Analysis
phase until they are ready to proceed.?*

150. We also find that the arguments that the M2 milestone payment merely
distinguishes projects with financial resources from projects that do not, unduly
discriminates against independent developers and creates a chicken-and-egg problem for
such entities are without merit. The Commission addressed nearly identical arguments in
a case involving revisions to CAISO’s generator interconnection procedures.?'? In that
case, CAISO had proposed to revise its generator interconnection procedures, which only
required an interconnection customer to provide financing for network upgrades after
construction commenced, to require an interconnection customer to post security for the
cost of network upgrades and interconnection facilities during the study process.?"*
Several protesters argued that CAISO’s proposal unduly discriminated against
independent developers because an interconnection agreement is a precondition to
entering into a power purchase agreement, which in turn is a precondition to an
independent developer obtaining the financing necessary to post the required the security.
The protesters also argued that the requirements were unduly preferential towards utility-
affiliated generators because, unlike independent developers, utility-affiliated generators

208 see Queue Reform Order, 124 FERC 61,183 at P 79; see also Conference
Order, 122 FERC 1 61,252 at P 14.

209 November 1 Filing at 16.
#19 CAISO Queue Order 124 FERC 1 61,292.

211 gpecifically, CAISO proposed to require an interconnection customer to post
financial security in the amount of 20 percent of its total cost responsibility for network
upgrades and 20 percent of the total cost responsibility for the relevant Transmission
Owner’s interconnection facilities within 90 days of the publication of the final Phase |
Interconnection Study Report. Id. P 33.
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could finance projects based on the balance sheets of their regulated parents.”*? The
Commission rejected these arguments, stating:

We find the enhanced financial security provisions to be
reasonable. Increasing the financial commitments may make
it more difficult for underfunded projects to enter the
interconnection process. A portion of underfunded projects
may not be utility-affiliated. This does not lead to the
conclusion that the heightened requirements are unduly
discriminatory. Irrespective of financial security provisions,
it is not unreasonable to conclude that under-funded projects
are less likely to be completed than fully-funded projects and,
thus, are more likely to ultimately drop out of the queue and
disrupt queue processing for others. Nonutility projects that
are appropriately capitalized should benefit along with all
other appropriately capitalized projects from the increased
efficiencies of the [revised interconnection] process in having
earlier assurances as to their cost responsibilities as well as
greater certainty as to their commercial operation date.[*®]

151.  We find that this reasoning is equally applicable here. MISO has proposed to
adopt the M2 milestone payment in an attempt to deter speculative projects from entering
the queue. All interconnection customers — whether independent or utility-affiliated —
will be required to meet the M2 milestone payment in order to enter the Definitive
Planning Phase. While underfunded projects may decide to remain in the System
Planning and Analysis phase or withdraw from the queue,developers who have
sufficiently funded their projects should benefit. Additionally, with respect to the
argument that utility-affiliated interconnection customers will have more access to more
reliable information in the System Planning and Analysis phase, we find that this concern
Is unsubstantiated, as all interconnection customers will have access to the same
information in the System Planning and Analysis phase and will have the same ability to
request tailored study results.

152. Likewise, we disagree with the argument that MISO’s proposal discriminates
against small projects. We agree with MISO that its proposed methodology for
calculating the M2 milestone payment appropriately addresses the impact on small
interconnection customers by basing the milestones on the size of the project and the

212 | s power Associates, L.P. and Tenaska, Inc. Protest, Docket No. ER08-1317-
000, at 23-24 (filed Aug. 18, 2008).

213 CAISO Queue Order, 124 FERC 1 61,292 at P 151.
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number of constraints. We also disagree with ARES’s argument that the proposal
discriminates against smaller projects because the cost of the M2 milestone payment is
higher per MW for smaller entities and that a straight-line deposit framework would be
more appropriate. The fact that the M2 milestone payment is higher on a per MW basis
for smaller entities does not render the M2 milestone payment unduly discriminatory.
The costs that a project faces depend, in part, on its size. For example, larger projects
may have lower production or transmission costs because of economies of scale.
Likewise, the size of the M2 milestone payment depends on the size of the project at
issue. While smaller projects may pay more on a per MW basis, the size of their M2
milestone payment will be smaller than the payments for larger projects. Although
ARES may prefer a straight-line framework, we believe MISO’s proposal appropriately
addresses the effect on smaller projects by taking project size into account in a manner
that ensures that the size of M2 milestone payments will be smaller for smaller projects.
The fact that ARES has identified some alternative formulation that might be better does
not render M1SO’s proposal unduly discriminatory.?*

153.  We will, however, require MISO to submit a compliance filing to address a
deficiency in MISQO’s proposed formula for calculating the M2 milestone payment.
Specifically, we reject MISO’s inclusion of a pricing zone specific schedule 7 rate.
According to MISO, it included this rate because it believed that it was imperative to
address stakeholder concerns by including a “location” factor and that, at the time, the
best indicator of costs that had some relationship between the cost and location was the
schedule 7 rate. We share the concern expressed by some commenters that the use of the
pricing zone specific schedule 7 rate may result in disparate treatment of similarly sized
projects without justification. Accordingly, we will require MISO to submit a
compliance filing, within 30 days of the date of this order, revising the formula for
calculating the M2 milestone payment in a manner that addresses these concerns and
proposes a justifiable alternative.

154. We find MISO’s “off-ramp” and its proposal to fully refund the M2 milestone
payment under a narrow set of circumstances is just and reasonable. As noted above,
MISO proposes to fully refund the M2 milestone payment upon satisfaction of the Initial
Payment milestone in a non-provisional GIA, upon commencement of commercial
operation under a provisional GIA, and if the network upgrade cost estimates contained
in the Facilities Study performed in the Definitive Planning Phase are 25 percent higher
than the estimates contained in the System Impact Study performed in the Definitive
Planning Phase. We find that MISO’s proposal is reasonable in light of its goal in
adopting the M2 milestone payment: to deter speculative projects from entering the
Definitive Planning Phase. By limiting the circumstances under which the M2 milestone

214 See, e.g., Calif. Indep. Sys. Operator. Corp., 138 FERC { 61,060, at P 25
(2012) (citations omitted).
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payment will be fully refunded, it places the risk on the interconnection customer. We
find that requiring MISO to make the M2 milestone payment fully refundable would
undermine MISQO’s effort to increase the certainty that projects that enter the Definitive
Planning Phase will complete the interconnection process and commence commercial
operation.

155.  While we find MISO’s proposal to fully refund the M2 milestone payment in a
narrow set of circumstances is just and reasonable, we have two concerns relating to the
forfeiture of the M2 milestone payment in those instances where the M2 milestone
payment is not fully refundable. First, we agree with protesters that forfeited funds
should be used to offset the costs to interconnection customers that are affected by
another interconnection customer’s withdrawal. Although MISO has stated that it will
continue to examine its Tariff to find a way to use forfeited funds to offset costs and will
apply forfeited funds to schedule 10 in the meantime, we will require MISO to revise its
Tariff to do so immediately in order to ensure that forfeited funds are used in a manner
consistent with our cost causation policy — that costs are borne by those who cause
them.?™> Accordingly, we direct MISO to revise its Tariff, within 30 days of the date of
this order, such that forfeited funds are used to offset costs to those interconnection
customers that are affected by another interconnection customer’s withdrawal.

156. Second, in those situations where the M2 milestone payment is not fully
refundable, we agree with protesters that it is not just and reasonable for MISO to retain
M2 milestone payments beyond that which are necessary to offset the costs resulting
from an interconnection customer’s withdrawal. We have previously rejected proposals
by MISO and other transmission providers to retain deposits in excess of costs and found
that refunding these amounts is consistent with cost causation.”*® Although we
acknowledge that the M2 milestone payment is not a deposit, cost causation principles
continue to apply. Therefore, we direct MISO to revise its Tariff such that any portion of
the M2 milestone payment above the costs resulting from an interconnection customer’s
withdrawal will be refunded to the withdrawing customer.

215 Queue Reform Rehearing Order, 127 FERC { 61,294 at P 13.

216 4.
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b. Elimination of Interest on Refunded Study Deposits

I Proposal

157.  MISO proposes to revise section 3.6 of the GIP to delete the reference to
refunding interest earned on the interconnection customer’s study deposit.”’ MISO
maintains that this is no longer needed due to the shift away from the “first-in, first-out”
paradigm, under which the transmission provider’s speed in processing the queue ahead
of a given request was the main driver for the amount of time an interconnection
customer’s deposit was retained by the transmission provider. MISO claims that this is
no longer the case due to the revisions that MISO is proposing in this filing, as the
interconnection customer now has more control over how long it remains in the queue
because it can elect to move into the Definitive Planning Phase faster.?®

i. Comments

158. Several commenters argue that MISQO’s proposal is inconsistent with Commission
precedent, including Order No. 2003.?*° They argue that the Commission has required
transmission providers to pay interest in order to compensate interconnection customers
for the lost time value of money.?®® EPSA notes that the Commission has rejected
analogous proposals by MISO and others to retain unused study deposits.?* Iberdrola

217 MISO’s Tariff requires interconnection customers to make deposits towards the
cost of interconnection studies at certain times in the study process. For example, an
interconnection customer must pay a study deposit when submitting their interconnection
requests. MISO, FERC Electric Tariff, Attachment X (0.0.0), § 3.3.1. Additionally,
when entering the Definitive Planning Phase, an interconnection customer is required to
make a deposit towards the cost of the interconnection studies in that phase. Id. § 8.2.
Currently, the Tariff provides that MISO will refund any portion of the deposit, including
interest, that exceeds the costs that MISO has incurred or will incur as a result of the
withdrawal. Id. 8 3.6.

218 November 1 Filing at 8; Laverty Testimony at 35.

219 EPSA Protest at 28-29: Iberdrola Protest at 16, 24; AWEA and WOW Protest
at 23; Midwest Developers Protest at 43.

220 EPSA Protest at 29 (citing Order No. 2003, FERC Stats. & Regs. 31,146 at
P 723; Order No. 2003-A, FERC Stats. & Regs. ] 31,160 at P 618); Iberdrola Protest at
16, 24; AWEA and WOW Protest at 23-24; Midwest Developers Protest at 43.

221 EPSA Protest at 30 (citing Queue Reform Rehearing Order, 127 FERC
161,294 at P 13).
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adds that MISO has a fiduciary responsibility to use funds that it collects for the purpose
for which they are collected and that allowing MISO to retain interest creates an incentive
for MISO to slow the queue to collect additional interest.??

159. Commenters also reject the notion that interconnection customers are in control of
the study process given that the Tariff does not provide a timeframe in which MISO must
provide complete and accurate study results and that the timing of studies and restudies
are largely beyond the customer’s control.?”® AMP argues that, regardless of which
entity is in control of the time that a project remains in the queue, an interconnection
customer is entitled to any interest that accrues on the deposit.”** E.ON states that there
IS no reason why interest should not be provided when the M2 milestone payment is
refunded.

ii. Supplemental Filing

160. MISO notes that it is proposing to eliminate the repayment of interest on study
deposits for only those projects that withdraw. MISO states that it is important to note
that projects that proceed through the GIP and execute a GIA do not receive any interest
on their study deposit under the currently-effective Tariff. MISO maintains that paying
interest to those projects that withdraw provides the wrong incentive by rewarding those
projects who withdraw and penalizing those that proceed through the GIP.?

161. MISO argues that its proposal was based on the philosophy that interest earned is
usually tied to the investment intent. MISO states that it believes that the real intent of
interconnection customers, during the study process, is not to earn interest on their study
deposit, but rather to have their projects evaluated for their business justification. MISO
states that the real investment decision is made at the time of the GIA where the
interconnection customer is making an investment to earn a return over the life of the
project. According to MISO, if a project withdraws and the interconnection customer is
unwilling to make the investment to earn a return, then the customer should not expect
any interest on its study deposit.?*°

222 | berdrola Protest at 15 (citing Order No. 2003, FERC Stats. & Regs. 31,146 at
P 123; El Paso, 137 FERC {61,101 at P 18).

223 £ ON Protest at 29-30; Iberdrola Protest at 15-16.
224 AMP Protest at 8.

22> Supplemental Filing at 25.

226 1d, at 25-26.
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162. Additionally, MISO states that interconnection customers have chosen to enter the
queue themselves and, therefore, from MISO’s perspective, the study costs should be
treated as sunk costs and the customers should not be refunded either the deposit or the
interest back after withdrawal of the project. However, MISO states that taking this step
would be a drastic change for a few customers. Accordingly, MISO proposes to permit
the interztz:gnnection customer to be refunded the deposit amount after withdrawal of the
project.

iv. Comments on Supplemental Filing

163. E.ON argues that MISQO’s assertions regarding the purported investment intent of
interconnection customers neither justifies MISO’s proposal nor represents an apt
analogy. First, E.ON states that it does not make sense that it is just and reasonable for
the customer to receive a refund of study deposits if its project is withdrawn but is not
just and reasonable for the customer also to be refunded interest accrued on those
deposits. E.ON states that both should be returned to the interconnection customer.
Second, E.ON contends that it is inappropriate to compare the decision to invest in the
market and the submission of study deposits, as the interconnection customer has no
choice but to submit study deposits if it wants to obtain interconnection service or its
request will be withdrawn. Thus, E.ON maintains that it is unjust and unreasonable to
penalize the customer if it later decides to withdraw its project because information
shows its project will not be economically feasible. Third, E.ON states that the rate of
interest is small compared to what the interconnection customer could earn in the
marketplace and, presumably, smaller than what MISO earns in the marketplace on the
study deposits it holds.??

164. AWEA and WOW argue that MISO incorrectly assumes that providing interest
creates incentives for parties to drop out of the queue. They note that the interest paid on
study deposits is not significant enough to provide an incentive to withdraw from the
queue, as the interest is only paid on any remaining amount of the study deposit and the
rate of interest is lower than the developer’s cost of capital. AWEA and WOW claim that
MISQO’s statement that the elimination of interest on study deposits will discourage
speculative projects from entering the queue shows that MISO does not appreciate the
role of the interconnection queue. AWEA and WOW assert that all developers entering
the queue are speculative in that they need to gather information about what it will cost to
interconnect their project to the grid. With respect to investment intent, AWEA and

227 1d. at 26.

228 E ON February 21 Protest at 8-10.



Docket No. ER12-309-000 -65 -

WOW observe that the fact that a developer eventually withdraws does not mean that the
developer did not intend on developing the project initially.?*

V. Commission Determination

165. We will reject MISQO’s proposal in section 3.6 to eliminate interest on study
deposits and direct MISO, within 30 days of the date of this order, to restore the Tariff to
the language in effect at the time of this filing.

166. As an initial matter, we note that several parties conflated the actual study deposit
with the M2 milestone payment. To be clear, the study deposits required at different
points in the GIP are separate and distinct from the M2 milestone payment, which is an
indicator of readiness and not a study deposit. MISQO’s proposal does not alter the
approach for determining the size of the study deposit that the Commission accepted in
the 2008 queue reform proceeding. Here, we are directing MISO to restore the language
of section 3.6 of the GIP, which concerns interest on study deposits upon withdrawal.

167. We find that MISO’s proposal to eliminate interest paid on study deposits is
inconsistent, as pointed out by numerous protestors, with the Commission’s previous
precedent. As these protesters point out, the Commission requires payment of interest on
collected study deposits to compensate interconnection customers for the time-value of
money. We agree with protesters that MISQO’s assertions that interconnection customers
are now in control of the study process and about the purported investment intent of
interconnection customers do not provide a reason for departing from Commission
policy. Additionally, we agree with protesters’ argument that paying interest on study
deposits is not significant enough to provide an incentive to withdraw from the queue.

168. However, in light of the reasoning behind requiring the payment of interest on
study deposits, we find that it would also be appropriate to require MISO to pay interest
on the M2 milestone payment when that payment is refundable. While the M2 milestone
payment is an indicator of readiness to proceed and is not a deposit, we believe that it is
just and reasonable to require MISO to compensate an interconnection customer for the
time-value of money when the M2 milestone payment is refundable to the customer.
Therefore, we will also direct MISO to revise its Tariff, within 30 days, to provide for the
refund of interest on the M2 milestone payment to an interconnection customer where
that payment is refunded to the customer.

229 AWEA and WOW February 21 Protest at 7-9.
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C. Initial Payment

I Proposal

169. MISO proposes to revise Article 11, “Performance Obligation,” of the GIA to
include a new Article 11.5, “Initial Payment,” that requires an interconnection customer
to make an initial payment in cash or security for the cost of certain network upgrades.
Specifically, Article 11.5 states that the Transmission Owner shall elect and require the
interconnection customer to provide: (1) an initial payment of twenty percent of the total
cost of the project upgrades if the In-Service Date is five or fewer years from the initial
payment date; (2) an initial payment of ten percent of the total cost of the project
upgrades if the In-Service Date is more than five years from the initial payment date; or
(3) the total cost of the project upgrades in the form of security. Article 11.5 also states
that the Initial Payment shall be provided within the later of: (a) thirty days of the
execution of the GIA by all parties; or (b) thirty days after the Commission accepts the
unexecuted GIA if the interconnection customer is disputing the initial payment; or (c)
thirty days after the GIA is filed unexecuted with the Commission if the initial payment is
not being contested.?*

170. MISO explains that its proposed Article 11.5 tracks the methodology of the M2
milestone payment by requiring an interconnection customer to make a capital
contribution to demonstrate that the interconnection project is viable. MISO maintains
that its proposal prevents the interconnection customer from establishing a long lead time
for a project and then waiting for the lead time to expire before deciding to withdraw
from the interconnection queue without having to expend any capital. MISO states that it
expects that projects that are ready to proceed will be able to meet this milestone at this
stage and this revision will reduce the concerns with uncertainty about whether a project
will proceed.?**

il. Comments

171. Numerous parties argue that MISO’s proposal discriminates against small
developers, and is anticompetitive and inconsistent with Order No. 2003. EPSA states
that the Initial Payment requirement is excessive and unduly discriminatory because it
gives the Transmission Owner the right to require the interconnection customer to either
provide a payment of 10 percent or 20 percent of the total cost of network upgrades or to
post security equal to 100 percent of the network upgrade costs. According to EPSA, the
Commission rejected requests to require interconnection customers to provide security

20 November 1 Filing at 19-20.

231 1d. at 19-20.
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equal to the total amount of network upgrades in Order No. 2003 because doing so would
have a chilling effect and seriously discourage new generation.”*> Further, EPSA argues
that MISO’s proposal discriminates against independent developers who would have to
first obtain financing for the project in order to post the required amount of security.
Specifically, EPSA argues that for independent developers, an interconnection agreement
Is a precondition to entering into a power purchase agreement, which in turn is a
precondition to obtaining the financing necessary to post this security. According to
EPSA, thirty days is not a sufficient period of time for an independent developer to raise
this amount of capital. >

172. AWEA and WOW, and NextEra argue that the addition of Article 11.5 will result
in a payment schedule for project upgrades that is not aligned with the need to fund the
actual construction of the upgrades.”®* AWEA and WOW allege that MISO is changing
the purpose of providing financial security for procurement and construction to serving as
another test of project readiness. They maintain that this conflicts with the Commission’s
holding in Order No. 2003 that the purpose of the security provided is to “fund
procurement and construction” and “since it is uncertain when procurement and
construction will begin, it is reasonable to make such activity the trigger for tendering
Network Upgrades.”?*> Additionally, AWEA and WOW argue that MISO must be
required to explain why the deposit amounts were selected and how it reached the
conclusion that such deposit amounts will not be unduly discriminatory.?®® NextEra
argues that there is no legitimate purpose for this requirement, as the payment schedule
for network upgrades is already timed towards requiring an interconnection customer to
pay the Transmission Owner’s costs for building interconnection facilities and network
upgrades.®’

173. AWEA and WOW note that, in Order No. 2003-A, the Commission rejected
requests that an interconnection customer be required to maintain full security during the

232 EPSA Protest at 25 (citing Order No. 2003, FERC Stats. & Regs. 31,146 at
P 596; Order No. 2003-A, FERC Stats. & Regs. { 31,160 at P 431).

283 1d. at 25-26.
234 AWEA and WOW Protest at 25; NextEra Protest at 5.

2% AWEA and WOW Protest at 25 (citing Order No. 2003, FERC Stats. & Regs.
1 31,146 at P 593).

236 1d. at 26.

237 NextEra Protest at 5.
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length of the interconnection process because such a requirement would seriously
discourage new generation. AWEA and WOW state that MISO is now actively trying to
achieve just such a chilling effect. AWEA and WOW state that MISO has a
responsibility to balance the need for adequate financial security to demonstrate project
viability with its burden to avoid excessive financial commitments that may discourage
development.”®® AWEA and WOW argue that MISO has failed to demonstrate that the
amounts required are reasonable and will not overly discourage development, and has
failed to provide an adequate explanation for excluding other indicia of project
readiness.?*

174. The Midwest Developers state that the financial impact of proposed Article 11.5 is
unjust and unreasonable because it vests Transmission Owners with the authority to
exercise control over the payments required by unaffiliated generators and that this
represents the kind of impermissible, anti-competitive authority the Commission rejected
in E.ON Climate & Renewables North America, LLC v. Midwest Independent
Transmission System Operator, Inc.**® Midwest Developers argue that proposed Avrticle
11.5 is no different from Option 1 because each non-independent Transmission Owner
will have the sole discretion to determine what financial burden to impose upon
interconnection customers.?*

175. Furthermore, Midwest Developers argue that, for projects with sizable upgrade
costs, requiring cash payments of ten or twenty percent of those costs to be made years in
advance of the actual construction of the upgrades could effectively sabotage the
projects’ development if their developers have not yet secured financing for those
upgrades. Midwest Developers aver that a more prudent and helpful approach to funding
project upgrades would be to require that Transmission Owners develop cash-flow
schedules that explain when funds will be required to support design, engineering,

238 AWEA and WOW Protest at 26 (citing Calif. Indep. Sys. Operator, Corp., 132
FERC { 61,005, at P 33 (2010)).

239 Id.

240 Midwest Developers Protest at 33 (citing E.ON Climate & Renewables
North America, LLC v. Midwest Independent Transmission System Operator, Inc., 137
FERC 161,076 (2011) (finding that a provision of MISO’s tariff allowing a Transmission
Owner to return the costs of constructing network upgrades to an interconnection
customer, at the Transmission Owner’s election, and to recover these costs over time
(Option 1) was unjust, unreasonable, and contrary to Order No. 2003)).

1 Midwest Developers Protest at 35.
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procurement, and construction of project upgrades and that such a schedule could then be
the basis for establishing payment milestones.?*

176. Like other parties, Iberdrola argues that MISO’s proposed Article 11.5 only erects
another barrier to entry for independent developers and that the payments for project
upgrades should be timed to coincide with the construction of those upgrades.
Additionally, Iberdrola notes that the filed proposal retains the non-monetary milestone
contained in section 11.3 of the GIP.?* Iberdrola states that that milestone is no longer
needed given the changes proposed by MISO and that the Commission should direct
MISO to ensure that these types of milestones are consistent throughout the tariff.?*

177. Finally, in their comments, the MISO Transmission Owners state that the
reference to the “initial payment” in Article 11.5 is unclear because three items are listed
in the section, two of which are clearly identified as initial payments and a third option
which is identified as the total cost provided as security. To clarify that the reference to
“an initial payment” is intended to include all three options, MISO Transmission Owners
propose that the second sentence of Article 11.5 be revised to read: “The initial payment
or security required pursuant to the preceding sentence shall be provided to Transmission
Owner by Interconnection Customer....” MISO Transmission Owners state that this
change should also be reflected in Appendix B of the GIA.?*

242 1d, at 33-34.

243 Section 11.3 of the GIP requires an interconnection customer to provide, within
180 days after the customer receives the final GIA, reasonable evidence that one or more
of the following milestones have been achieved: (i) the execution of a contract for the
supply or transportation of fuel to the generating facility; (ii) the execution of a contract
for the supply of cooling water to the generating facility; (iii) execution of a contract for
the engineering for, procurement of major equipment for, or construction of, the
generating facility; (iv) execution of a contract for the sale of electric energy or capacity
from the generating facility or a statement by an authorized officer or agent of the
interconnection customer attesting that the interconnection customer owns the generating
facility and that it is required to serve load; or (v) documentation of application for state
and local air, water, land or federal nuclear permits and that the application is proceeding
per regulations. MISO, FERC Electric Tariff, Attachment X (0.0.0), § 11.3.

24 |berdrola Protest at 21.

245 MISO Transmission Owners Comments at 12.



Docket No. ER12-309-000 -70 -

. Commission Determination

178.  We conditionally accept MISO’s proposed Article 11.5 of the GIA regarding the
size and timing of the Initial Payment after the execution of a GIA.?*® We agree with
MISO that the customer’s ability to build long lead times into its milestones while taking
no action towards achieving commercial operation coupled with the lack of a financial
commitment to reach commercial operation has significantly contributed to the problem
of late-stage terminations and the potential for cascading and iterative restudies.

179. We disagree with those parties that argue that MISO’s proposed Initial Payment is
anticompetitive or unduly discriminates against independent developers for the same
reasons that we reject similar arguments against the M2 milestone payment above®’ and
rejected similar arguments in the CAISO Queue Order.?* All interconnection customers
— whether independent or utility affiliated — will be required to make the initial payment.
While underfunded projects may decide to withdraw from the queue, independent
developers that have properly funded their projects should benefit from the increased
efficiency of the interconnection process. We do not dispute that developers face
challenges in order to proceed through the interconnection process and to achieve
commercial operation. However, we believe that viable projects would have been laying
the groundwork and marketing their projects well ahead of executing a GIA. That is, for
projects that are truly viable, the negotiations necessary to finalize business arrangements
should be nearly finalized well prior to the actual execution of the GIA such that once the
GIA is executed, the other arrangements necessary to obtain funding should be able to be
finalized and executed soon after the GIA is executed.

180. With respect to the argument that 30 days is not a sufficient amount of time for an
independent developer to raise capital, we note that the interconnection customer will
have approximately 105 days from when it learns the size and scope of necessary
upgrades to when it will be required to make the Initial Payment. Section 11.2
(Negotiations) of the GIP gives the customer up to 60 days after it receives its draft
Facilities Study and/or completed draft GIA to negotiate the final GIA. It also gives the
customer an additional 15 days to execute the final negotiated GIA, at which point the
time period for submitting the Initial Payment would begin to run. Thus, a customer will
have 75 days after initially learning the size and scope of its necessary upgrades plus the

248 \We note that, as discussed above, we decline to grant MISO authority to
modify existing GIAs on a generic basis.

247 See supra section IV.A above.

248 124 FERC 161,292 at P 151.
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30-day period in Article 11.5 to raise the necessary capital (105 days total). We find this
to be just and reasonable and not unduly discriminatory.

181. We disagree with those parties that argue that the Initial Payment is contrary to
Order No. 2003 because it is not tied to the schedule to plan, procure, or construct
upgrades. While the Commission declined to require the provision of security at some
specified period after the execution of an interconnection agreement in Order No.
2003,%* the Commission found that independent entities, such as MISO, should have
flexibility to customize their interconnection procedures to fit regional needs.?® Order
No. 2003, among other things, was intended to expedite the development of new
generation. Based on the evidence provided, we find that the proposed addition of
Article 11.5 is consistent with that intention. MISO has provided compelling evidence
that, in the current climate, the ability of customers to wait for long lead times to almost
expire before terminating their GIA has caused a significant number of restudies to be
necessary and that these restudies adversely impact other customers that are trying to
reach commercial operation. MISO has demonstrated that the scope of this problem is
causing queue churn and is adversely impacting MISQO’s interconnection process.
Therefore, we find that MISO’s proposed Article 11.5 has met the independent entity
standard.

182. However, we find that MISO has failed to demonstrate that it is just, reasonable,
and consistent with Order No. 2003 to permit the Transmission Owner to elect the type of
security that an interconnection customer must provide under Article 11.5. MISO has
failed to show why the Transmission Owner should be afforded this discretion under
proposed Article 11.5, and we are concerned that this language may create opportunities
for undue discrimination. Thus, we will require MISO to revise the language of Article
11.5 so that the interconnection customer has the option of meeting the Initial Payment
requirement by providing either: (1) a payment equal to 20 percent of the total cost of
Network Upgrades, Transmission Owner Interconnection Facilities, Transmission
Owner’s System Protection Facilities, Distribution Upgrades and/or Generation Upgrades
if the In-Service Date is less than or equal to five years from the date of the Initial
Payment or 10 percent of the aforementioned cost if the In-Service Date exceeds the date
of the Initial Payment by more than five years; or (2) security equal to 100 percent of the
cost of the aforementioned upgrades. Accordingly, we direct MISO to revise, within

30 days of the date of this order, Article 11.5 as discussed here. Again, we reiterate that
this provision shall only apply to new GIAs or those in effect, which MISO seeks to
amend through a filing with the Commission.

29 Order No. 2003, FERC Stats. & Regs. 1 31,146 at P 593.
20 1d. PP 26, 827.
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183. Finally, we decline to order MISO to remove the non-monetary milestone in
section 11.3 of the GIP as requested by Iberdrola. There does not appear to be an
inconsistency between this provision and Article 11.5. The mere fact that MISO is
proposing an additional financial milestone in the form of the Initial Payment does not
render section 11.3 unnecessary. On the contrary, it appears that MISO intends to require
interconnection customers to make the Initial Payment in addition to meeting these non-
financial milestones. We find that doing so is just and reasonable.

5. Studies

a. Section 8.7 “Interconnection Study Restudy”

i Proposal

184. MISO proposes to revise section 8.7 of the GIP to clarify that a restudy will be
needed if a project recommences following a suspension.?®* Additionally, MISO
proposes to revise section 8.7 to clarify that a restudy will be performed subject to the
GIP in effect at the time notice of such restudy is provided by MISO.?*?

il. Comments

185. E.ON argues that section 8.7 should be revised to make clear that, unless an
interconnection customer that suspends work is a higher-queued generator that is
specifically identified in studies provided to lower-queued generators or specifically
listed in the executed GIA of a lower-queued generator, then such higher-queued
generator shall not be subject to restudy. E.ON maintains that this revision would

be consistent with sections 11.3.1 and 11.3.2 of the pro forma GIA which provide for
restudy when certain actions by higher-queued generators occur and with Order

No. 2003, which requires the Transmission Provider to list any contingencies in the GIA.
At most, according to E.ON, the restudy provision should apply to the interconnection
customer once it comes out of suspension.®

186. E.ON also points out that MISO is proposing to revise section 8.7 to provide that
if a restudy is required, the “Transmission Provider may provide notice of restudy” and
that “[t]he Transmission Provider’s notice may include an explanation of why an
Interconnection Study restudy is required and a good faith estimate of the cost to perform

2! November 1 Filing at 17 n.52.
®21d. at 17-18.

253 E.ON Protest at 31.
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the Interconnection Study restudy.”?* E.ON argues that the use of “may,” instead of
“shall,” is unjust and unreasonable. E.ON states that the interconnection customer must
be provided with notice whenever MISO deems that a restudy is required.”> Moreover,
E.ON notes that MISO is proposing to delete the requirement that the notice include a
summary of a preliminary analysis supporting the need for a restudy. E.ON argues that
this requirement should be reinstated, as MISO has not provided any testimony
supporting why it is no longer just and reasonable for the customer to receive this
analysis.?®

187. The Midwest Developers state that MISO’s proposal to expand its authority to
restudy a project following suspension is troubling because such restudies previously
were intended only to ensure proper scheduling of the interconnection customer’s
construction efforts coming out of project suspension, rather than to subject the
interconnection customer to new procedures. Moreover, they note that the tariff currently
provides that an interconnection customer that exercises its suspension rights shall only
be responsible for costs specified in Article 5.16.3 of the GIA®’ and that nothing in that
Article provides for the assignment of new costs to customers that have already entered
into a GIA under the revised GIP.*®

ii. Supplemental Filing

188. MISO argues that its proposal to revise section 8.7 to clarify that restudy may
occur if a project desires to recommence after suspension using the GIP is consistent with
Commission precedent, which supports the idea that a restudy may be needed after a

%4 1d. (emphasis added).

2% Id. at 31.
2% 1d. at 32.

%7 Article 5.16 states that if an interconnection customer suspends, the customer
shall be responsible for all reasonable and necessary costs which Transmission Provider
and Transmission Owner have incurred pursuant to the GIA prior to suspension and incur
in suspending such work, including the costs incurred to perform such work as may be
necessary to ensure the safety of persons and property and the integrity of the
transmission or distribution system during suspension as well as costs incurred in
connection with the cancellation or suspension of material, equipment and labor contracts
which the Transmission Provider and Transmission Owner cannot reasonably avoid.

28 Midwest Developers Protest at 17 n.37.
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project ends its suspension to account for any changes in the transmission system.**
MISO maintains that its proposed revisions are consistent with Article 11.3.1 of the GIA
addressing contingencies because it clarifies that if a project’s own suspension delays its
Commercial Operation date, it may trigger the need to restudy that project in the same
way that the change to the Commercial Operation Date of a higher queued project may
do so. MISO notes that Article 11.3.1 of the GIA allows restudy for eight reasons, with
the third item stating that “the Commercial Operation Date for a higher queued
interconnection request is delayed such that facilities required to accommodate lower
gueued projects may be altered.” MISO argues that it will revise Article 11.3.1 so that it
is clear that these provisions are not in conflict.

iv. Commission Determination

189. We conditionally accept MISO’s proposal to revise section 8.7 of the GIP such
that a project will be subject to restudy, under the GIP in effect at the time of the restudy,
when it comes out of suspension if the Transmission Provider determines that such a
restudy is necessary. We disagree with E.ON that MISO should be required to further
revise section 8.7 to limit the ability to restudy unless an interconnection customer is a
higher-queued generator that is specifically identified in studies provided to lower-
queued generators or listed as a contingency in an executed GIA. We also disagree with
Midwest Developers that MISO’s proposed changes lead to more uncertainty for
interconnection customers by potentially requiring new costs to be incurred.

190. MISO has an obligation to ensure that the transmission system is operated in a safe
and reliable manner. If MISO determines that a project coming out of suspension needs
to be restudied and the result of that restudy causes the interconnection customer to incur
more cost in order to safely integrate onto the transmission system, then the
interconnection customer is going to have to decide whether to fund the additional costs
or to withdraw its interconnection request. Because the decision to suspend is made by
the interconnection customer, the interconnection customer assumes a certain amount of
risk, and uncertainty, regarding its decision. It is disingenuous to claim otherwise.

191. We agree with MISO, as it explained in its Supplemental Filing, that the proposed
revisions are consistent with Article 11.3.1 of the GIA addressing contingencies.
However, we will direct MISO to further revise the language in Article 11.3 so that it
reads “the Commercial Operation Date for a higher queued interconnection request is
delayed, or the project itself is delayed (including due to suspension) such that facilities
required to accommodate lower queued projects or the project itself may be altered.”

9 Supplemental Filing at 23.
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192. However, we do agree with E.ON that if a restudy is required, MISO should be
required to provide a notice of restudy to the interconnection customer rather than just
having the option to do so. Thus, we direct MISO to revise the language in section 8.7 to
restore this language to its previous form. We find that this outcome is more consistent
with the overall goal of ensuring that all parties are receiving timely and pertinent
information about their interconnection projects.

193.  We will not direct MISO to provide additional revisions to its proposal regarding

the “reach” of the restudy provisions as requested by E.ON. We find that MISQO’s intent
IS very clear — projects that require a restudy will be restudied under the terms of the GIP
in effect at the time of the restudy.

b. Changes to Point of Interconnection

i Proposal

194. MISO proposes to move language from section 7.4, which concerns the
procedures for conducting the System Impact Study in the System Planning and Analysis
phase, into sections 8.3 and 8.5 of the revised GIP, which concern the scope of the
System Impact Study and the procedures for conducting the Facilities Study in the
Definitive Planning Phase, respectively. This language grants MISO the right to change
an interconnection customer’s proposed Point of Interconnection if the Interconnection
System Impact Study or the Interconnection Facility Study indicate that changing the
Point of Interconnection can lower the cost of Network Upgrades without raising the total
cost for the Transmission Owner and will not result in a Material Modification. The
proposed language in sections 8.3 and 8.5, like the existing language in section 7.4, states
that if the interconnection customer chooses to revert back to the original Point of
Interconnection, the additional cost of the Network Upgrades will be treated as
Transmission Owner’s Interconnection Facilities for the purpose of cost allocation and
refunds. %

il. Comments

195. A number of parties contend that the proposal gives MISO unilateral authority to
modify the interconnection customer’s point of interconnection and that it subjects the
interconnection customer to unreasonable uncertainty since it may not easily be able to
modify its point of interconnection. The Midwest Developers assert that requiring the
interconnection customer to make a written request to retain the original point of
interconnection and agree that network upgrades will be treated as the Transmission
Owner’s interconnection facilities allows MISO to eliminate the right of an

2% proposed revised sections 8.3 and 8.5.
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interconnection customer to be reimbursed for Network Upgrade costs by reclassifying
these facilities. They state that MISO has failed to explain why eliminating these
reimbursement rights is just and reasonable.?"

196. EcoEnergy states that MISO’s proposal stands in stark contrast to the current
tariff, which only allows MISO to make changes to the point of interconnection at the
System Impact Study in the System Planning and Analysis phase. EcoEnergy notes that
while MISO’s proposal will allow it to change the point of interconnection as late as the
Facilities Study in the Definitive Planning Phase, interconnection customers must have
land control and permits substantially complete by the time the project gets to the
Facilities Study under the M3 milestone. EcoEnergy states that while MISO attempts to
justify its proposal by stating that it simply intended to allow a point of interconnection
change at the Definitive Planning Phase stage and by providing pertinent examples,
EcoEnergy argues that it is not unreasonable for MISO to determine the lowest cost point
of interconnection during the Feasibility Study or the System Impact Study and that there
is no reason why the lowest cost point of interconnection could not be identified earlier in
the examples provided.?®?

197. Several parties highlight that changing a point of interconnection is not a minor
matter. The Midwest Developers and AWEA and WOW note that changing the point of
interconnection can impact various aspects of project development.?®® The Midwest
Developers maintain that only interconnection customers should be able to change their
point of interconnection since it is the customer that will bear the cost of interconnection
facilities. AWEA and WOW add that the Commission should require MISO to
encourage cooperation among the relevant parties — instead of unilaterally allowing
MISO to change the point of interconnection — and that interconnection customers should
have a reasonable veto power over any change to the point of interconnection.?*
NextEra observes that MISO’s proposal overlooks the fact that an interconnection
customer’s chosen point of interconnection may reflect the land acquisition constraints
faced by the project developer. NextEra argues that the interconnection customer should
be given the right and opportunity to show that it has engaged in reasonable commercial
efforts to obtain the rights to access the new point of interconnection and, if it has, then it
should be able to remain at the original point of interconnection without incurring

261 Midwest Developers Protest at 28-29.
262 EcoEnergy Protest at 3-5.
253 Midwest Developers Protest at 29; AWEA and WOW Protest at 37-38.

264 AWEA and WOW Protest at 38.
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additional costs.?® Iberdrola argues that allowing changes so late in the interconnection
process could significantly increase costs and disadvantage the interconnection customer.
Iberdrola maintains that the Commission should direct MISO to revise these sections to
referze(zsgce the “existing requirement for Interconnection Customer consent in section

6.3”

198.  Alliant expresses support for MISO’s revisions to section 8.5. It states that
MISO’s proposal will allow it to change the point of interconnection where doing so
would result in reduced network upgrade costs. According to Alliant, this will protect
load in the zones of ITC Midwest and American Transmission Company, where load
bears the majority of generator interconnection costs.?®’

ii. Commission Determination

199. Here, MISO proposes to revise the Tariff to grant itself authority to modify the
point of interconnection following both the System Impact Study and the Facilities Study
in the Definitive Planning Phase. As EcoEnergy correctly points out, currently the Tariff
only permits MISO to make changes to the point of interconnection if the System Impact
Study in the System Planning and Analysis phase indicates that changing the point of
interconnection can lower the cost of network upgrades.?® While we believe that
MISQO’s proposal to make such a change at the System Impact Study stage is consistent
with MISQO’s proposal to revise the nature of the System Planning and Analysis phase,
we find that MISO has failed to justify its proposal to make changes at the Facilities
Study stage. The System Impact Study will be the first study conducted after the
interconnection customer enters the Definitive Planning Phase. With respect to the
Facilities Study, we agree with protesters that allowing MISO to change the point of
interconnection at such a late stage could significantly increase costs by impacting

265 NextEra Protest at 6-7.

2% |perdrola Protest at 22-23. Currently, section 6.3 provides that “[i]f the results
of the Interconnection Feasibility Study indicate that an Interconnection Request for a
smaller capacity amount could proceed to the [Definitive Planning Phase],
Interconnection Customer will have the option to reduce the size of the Interconnection
Request to a size equal to or less than Transmission Provider determined amount and
proceed to the Definitive Planning Phase.” MISO, FERC Electric Tariff, Attachment X
(0.0.0), §6.3.

257 Alliant Comments at 5.

268 M1S0O, FERC Electric Tariff, Attachment X (0.0.0), § 7.4.
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aspects of project development other than the point of interconnection and unreasonably
disadvantage that interconnection customer. Accordingly, we accept MISO’s proposed
revisions to section 8.3 concerning the ability to change the point of interconnection at
the System Impact Study stage; however, we reject, without prejudice, MISO revisions to
section 8.5. regarding MISO’s authority to change the requested point of interconnection
at the Facilities Study stage. Therefore, we direct MISO to submit a compliance filing,
within 30 days of the issuance of this order, deleting this language from section 8.5 of the
GIP.

C. Model Sign-Off

I Proposal

200. MISO states that, as proposed, sections 7.3 and 8.3 of the GIP require the
interconnection customer to provide a completed Interconnection Study Model Review
Form that is provided as a new Appendix 10 to the GIP. MISO explains that these
revisions require each interconnection customer to review and sign off on the model for
its study prior to the SIS in both the System Planning and Analysis phase and the
Definitive Planning Phase.?®® MISO explains that the failure to provide a form within
30 days is grounds for withdrawal under section 3.6 of the GIP. MISO maintains that
requiring the interconnection customer to sign off on the underlying model will help
provide additional certainty to the interconnection process. MISO explains that, while it
distributes load flow models to Transmission Owners and interconnection customers for
review early in the study process under the current GIP, interconnection customers, in
practice, rarely raise issues with the model unless the interconnection studies reveal that
costly upgrades are necessary to interconnect or when PPAs are scarce.?’”® MISO states
that interconnection customers will then allege that the study contains modeling errors,
which can impact the interconnection process. MISO states that requiring
interconnection customers to sign off at the beginning of the process will make the
process more efficient by avoiding the need for arguments and to repeat work.?"

259 November 1 Filing at 13, 16; Laverty Testimony at 28.
270 |_averty Testimony at 28-29.
" 1d. at 31.



Docket No. ER12-309-000 -79 -

i. Comments

201. Xcel supports the model sign-off requirement. It states that the sign-off
requirement on the model will help provide certainty and efficiency to the process and
remove delays that currently exist.??

202. Several commenters object to the requirement that the interconnection customer
submit the Interconnection Study Model Review Form within 30 days and argue that a
longer time period is necessary.””> AWEA and WOW state that while they do not dispute
the fact that requiring interconnection customers to sign off on a model might help to
reduce model changes and restudies in the future, they believe that 30 days is insufficient
because interconnection customers will likely need to hire consultants to assist with this
review. AWEA and WOW further state that they believe that the consequences for not
returning the sign-off form within 30 days are overly punitive and unnecessary and that
other consequences, such as not allowing studies to move forward, would likely be just as
effective without the extreme measure of removing an interconnection customer from the
gueue. The Midwest Developers and AWEA and WOW ask the Commission to direct
MISO to change the deadline for reviewing the study model to 90 days and to remove the
punitive consequences of withdrawal from the queue if the study model review is not
returned in the prescribed time period.””* Geronimo argues that at least 60 to 90 days
would be appropriate.?”

203. Additionally, the Midwest Developers and Iberdola state that signing off on a
study model should not preclude challenges to interconnection studies.””® The Midwest
Developers note that, while interconnection customers will have the opportunity to
review the models, they will not have full access to system data available to MISO and
Transmission Owners. Thus, the Midwest Developers maintain, that it is not reasonable
to equate signing off on a form with signing away one’s right to later challenge study
results or underlying assumptions. Accordingly, the Midwest Developers ask the
Commission to direct MISO to include language in its proposal to the effect that neither
an interconnection customer’s opportunity to comment on the model nor its execution of

212 % cel Comments at 8.

213 AWEA and WOW Protest at 28-29, Midwest Developers Protest at 30-31;
Geronimo Protest at 3.

274 AWEA and WOW Protest at 28-29, 31; Midwest Developers Protest at 28.

215 Geronimo Protest at 3.

276 Midwest Developers Protest at 28; Iberdola Comments at 23.
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the Interconnection Study Model Review Form constitutes a waiver of its rights to
challenge the study results.?”’

204.  AMP requests clarification that the provision does not require that the
interconnection customer and the Transmission Owner agree on the recommended
changes to the model that will be included on the Interconnection Study Model Review
Form. It believes the Transmission Owner would have the opportunity to take advantage
of the interconnection customer and delay the process in order to ensure that an
interconnection customer's project will be withdrawn from the queue®”® E.ON claims
that MISO has not demonstrated that there is a systemic problem. It states it is not aware
of any lack of necessary information from the interconnection customer in order for
MISO to provide accurate study results.?”

205. AWEA and WOW argue that MISQO’s proposals to increase the risks and
requirements for interconnection customers should be balanced with new accountability
for MISO and the MISO Transmission Owners. AWEA and WOW state that there
continue to be errors in study models, which delay the progress of interconnection
customers; yet, there are no penalties for such errors. They state that, when the model
sign-off requirement was discussed early in the stakeholder process, there were
consequences if the Transmission Owner did not return the sign-off form. AWEA and
WOW argue that Transmission Owners have an important role in ensuring an efficient
and accurate interconnection process, as, in many cases, interconnection customers do not
have detailed information about the transmission system, other interconnection
customer’s requirements, or new generators or transmission facilities being added to the
system. Accordingly, AWEA and WOW argue that the Commission should require
MISO to include balanced consequences for both MISO and the Transmission Owners
regarding meeting timelines included in the tariff, inclusion of errors in study models,
etc.”® Similarly, Geronimo argues that MISO’s proposal lacks proportionality because,
while failure to submit the model-sign off form within 30 days will result in complete
withdrawal from the queue, there are no revisions that would hold MISO or the
Transmission Owners accountable for any mistakes that they may make.?*"

2T Midwest Developers Protest at 28.

218 AMP Protest at 14.
2’9 E.ON Protest at 9-10.
280 AWEA and WOW Protest at 30-31.

281 Geronimo Protest at 3.
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. ANswers

206. Inresponse, MISO repeats its arguments in support of the proposed revision.
MISO adds that the requirement does not strip interconnection customers of the ability to
protest the ultimate results of the Interconnection Study, but rather it merely seeks to
engage interconnection customers in the Interconnection Study Process up front so as to
ensure that any disagreements over the study results are genuine. MISO also disagrees
with the argument that interconnection customers do not have the necessary expertise or
resources to be able to review the Interconnection Study Model because it has not seen
any lack of resources or expertise on the part of interconnection customers when
challenging Interconnection Study results. MISO finally notes that it cannot allow
interconnection customers to have additional time to complete the Interconnection Study
Model Review Form without a commensurate delay in the Definitive Planning Phase
because it only has 90 days to complete the Interconnection Study.?*

\2 Commission Determination

207. We conditionally accept MISO’s proposed revisions to sections 7.3 and 8.3 of the
GIP.

208. We disagree with NextEra’s contention that 30 days is insufficient time for the
customer to review and execute a study review form when it is being studied in the
Definitive Planning Phase. Before reaching the Definitive Planning Phase, a customer
would have had to perform its own due diligence in order to build a business case that
would justify its request for interconnection and would have committed to move forward.
Part of this due diligence would be to understand the impact of the proposed
interconnection on the existing transmission system with the interconnection request.
Another part would be lining up appropriate technical experts or consultants. This would
be done through its own efforts and by the customer availing itself of MISO’s Pre-Queue
Phase and Interconnection Feasibility Study (section 6 of the GIP). Thus, we expect that
the interconnection customer would be sufficiently knowledgeable regarding the state of
its interconnection request such that 30 days is sufficient for the customer to seek out and
understand any differences between its knowledge and the model provided by MISO.

209. We also disagree that deeming the interconnection request to be withdrawn for
failing to fulfill the obligation to execute an Interconnection Study Model Review Form
within 30 days in the Definitive Planning Phase is not just and reasonable or is unduly
harsh. As the Commission has stated previously, the overall goal of interconnection
queue reform is to discourage speculative or unviable projects from entering the queue,
getting projects not making progress towards commercial operation out of the queue, and

282 MISO December 15 Answer at 12-13.
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helping viable projects achieve commercial operation as soon as possible.?®* Customers
that are insufficiently prepared to meet this obligation within the given timeframe are not
making sufficient progress towards reaching commercial operation and therefore, should
not remain in the interconnection queue.

210. Finally, with respect to AMP’s concern regarding the potential for a Transmission
Owner to delay the process in order to ensure that an interconnection customer’s project
will be withdrawn, we note that the language of proposed sections 7.3 and 8.3 does not
appear to require the interconnection customer and Transmission Owner to agree on a
model within 30 days. On the contrary, these sections require the interconnection
customer to submit a completed and executed Interconnection Study Model Review Form
within 30 days of receiving the models.

211. However, we find that MISO has not adequately explained why the
interconnection customer should be required to return the Interconnection Study Model
Review Form within 30 days in the System Planning and Analysis phase. Given MISO’s
proposal that an interconnection customer may remain in the System Planning and
Analysis phase until it is ready and that the interconnection customer can set assumptions
under which it is studied in the System Planning and Analysis phase, we believe the that
same rigorous 30 day period has not been supported as just and reasonable. We will
require MISO to submit a compliance filing revising this section to propose a timeframe
that is in line with the fact that the interconnection customer may remain in the System
Planning and Analysis phase indefinitely.

6. Modifications

a. MISQO’s Proposal

212. MISO proposes to revise section 4.4 of the GIP to limit the number of permissible
modifications once a project enters the Definitive Planning Phase. More specifically,
MISO states that it proposes to limit the types of permissible modifications to those listed
in sections 4.4.1, 4.4.2, and 4.4.4. MISO states that an interconnection customer would
still be required to provide an analysis demonstrating why the proposed change is not a
material modification.?*

213. MISO explains that the only changes that would be permitted during the Definitive
Planning Phase under section 4.4.1 would be changes to the technical parameters
associated with the Generating Facility technology (i.e., wind turbines) and changes to

283 Queue Reform Order, 124 FERC 1 61,183 at P 44.

284 November 1 Filing at 9.
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the Point of Interconnection permitted under section 4.4.* In new section 4.4.2, MISO
proposes language that prohibits modifications to the type of interconnection service
selected by the interconnection customer after the project enters the Definitive Planning
Phase other than a change from Network Resource Interconnection Service to Energy
Resource Interconnection Service pursuant to section 3.2 of the GIP.?*® Section 3.2 of
the GIP states that an interconnection customer requesting Network Resource
Interconnection Service may request that it be concurrently studied for Energy Resource
Interconnection Service up to the point when the Facilities Study for network upgrades
commences. At that point, an interconnection customer may elect to proceed with
Network Resource Interconnection Service or to proceed under a lower level of
interconnection service to the extent that only certain upgrades will be completed.

214. Additionally, MISO states that it is adding language to section 4.4.4 providing that
extensions to the In-Service Date or Commercial Operation Date of the Generating
Facility shall be deemed a Material Modification.?’

b. Comments

215. E.ON notes that while MISO indicates that “changes to technical parameters”
includes changes in turbines, section 4.4.1 does not mention turbines. E.ON requests that
the Commission require MISO to clarify this language to reflect that a change in turbines
is a permissible modification. Additionally, E.ON states that the requirement that the
interconnection customer provide a “detailed analysis” demonstrating that the change in
turbines is not a Material Modification should be revised, as MISO itself recognizes that
it has never denied a request to change turbines and MISO has tremendous experience
and familiarity of the system impact that a change in turbines has. E.ON suggests that the
section be revised to read that “no such detailed analysis shall be required so long as a
change in turbines involves the type or manufacturer of turbines Transmission Provider

285 proposed revised section 4.4 states that, prior to the completion of the
interconnection studies, the interconnection customer, Transmission Owner, or
Transmission Provider may identify changes to the planned interconnection that may
improve the costs and benefits of the interconnection. To the extent the changes are
acceptable to all parties, such acceptance not to be unreasonably withheld, MISO shall
modify the point of interconnection and/or configuration

286 November 1 Filing at 9.

287 d.
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maintained on its approved list.” E.ON argues that this revision would be consistent with
MISO’s goals of improving operating efficiency and customer service.?®

216. Iberdrola argues that the Commission should reject MISO’s attempt to shift
Transmission Provider responsibilities to interconnection customers. It states that MISO
has failed to support the proposed limitation on modifications once a project is in the
Definitive Planning Phase and that MISO should be required to evaluate project
modifications on a case-by-case basis to determine their impact on lower-queued
projects. Iberdrola maintains that the interconnection customer should have the
opportunity to demonstrate that a modification does not have any material impact on a
later queued project.?®®

217. Similarly, EPSA argues that the Commission must reject MISO’s proposal to
restrict the scope of permissible modifications in the Definitive Planning Phase, as MISO
has failed to justify the need for these restrictions and MISO’s proposal would upset the
balance struck by Order No. 2003 between providing customers with flexibility and
ensuring the Transmission Providers can efficiently and accurately process
interconnection requests. EPSA states that MISO has failed to justify its determination
that the only plant equipment that may be changed in the Definitive Planning Phase is the
generator turbine or its decision to eliminate other changes that the Commission
determined to be permissible and non-material in Order No. 2003, such as reductions in
the size of the proposed facility. Additionally, EPSA argues that MISO has no basis for
its blanket presumption that, apart from changes to generation turbines, any such changes
will necessarily materially affect lower-queued generators. EPSA states that the
Commission should require MISO to continue to examine whether a proposed change has
a material impact on lower-queued generators on a case-by-case basis. >

218. Midwest Developers argue that an interconnection customer should have the right
to change from Network Resource Interconnection Service to Energy Resource
Interconnection Service after the Facilities Study if a restudy indicates that Network
Resoggfe Interconnection Service would require additional Network Upgrades to be
built.

288 E.ON Protest at 25-27.
289 |berdola Protest at 21-22.
2% EPSA Protest at 18-20.

21 Midwest Developers Protest at 37.
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219. Several parties argue that the Commission should reject MISO’s proposal
regarding changes to the commercial operation and In-Service Dates. A number of
parties argue that MISO’s proposal is contrary to Commission precedent stating that
extensions of more than three years do not constitute Material Modifications unless it can
be demonstrated that the proposed extension would harm lower-queued interconnection
customers or otherwise harm reliability.”> AWEA and WOW maintain that MISO is
treating all extensions to commercial operation and In-Service Dates as suspensions in
order to justify the implication that any extension is a per se Material Modification.
AWEA and WOW state that the Commission has rejected such attempts in the past.”®*
They urge the Commission to clarify that MISO may not summarily deny extensions to
an interconnection customer’s Commercial Operation Date, In-Service Date, or other
milestones.

220. E.ON argues that MISO has failed to provide any support for its proposal
regarding extensions of the commercial operation and In-Service Dates and that this
revision is not necessary to advance queue reform or to address any backup. With respect
to extensions of the In-Service Date, this date, by definition, is the date that the
interconnection customer expects to use the Transmission Owner’s interconnection
facilities to obtain back feed power. E.ON states that, as a result, extending this date will
not impact other projects in the queue and will not contribute to any backlog in the queue.
Likewise, E.ON claims that an extension of the Commercial Operation Date will not
impact the generation queue because the Transmission Owner will construct the network
upgrades agreed upon and, with the network upgrades in place, any lower-queued
generator will not be impacted. Moreover, E.ON states that lower-queued generators will
not be harmed if a higher-queued facility achieves commercial operation at a later date
because the studies of lower-queued generators are required to model higher-queued
generating facilities.”**

221. Further AMP protests that an interconnection customer should not be penalized
for circumstances beyond its control that may change the In-Service or commercial
operation date. AMP states that MISQO's elimination of the ability to change the In-
Service and commercial operation date would force the interconnection customer to

292 EPSA Protest at 18 (citing Midwest Indep. Transmission Sys. Operator, Inc.,
130 FERC {61,172, at P 13 (2010); Judith Gap Energy LLC, 125 FERC { 61,169, at
PP 17-20 (2008); Ill. Power Co., 120 FERC { 61,237, at PP 20-22 (2007)); AWEA and
WOW Protest at 32; Midwest Developers Protest at 30-32.

2% AWEA and WOW Protest at 32-35 (citing Quilt Block Wind Farm, 130 FERC
161,172 (2010)).

2% E ON Protest at 27-28.
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incorporate extra time into projected In-Service and commercial operation dates as a
cushion against the inability to alter these dates in the future.?®® Iberdrola also raised the
concern that the proposed revisions prevent the interconnection customer from modifying
its commercial operating date even in the event that circumstances dictate that network
upgrades or interconnection facilities will take significantly longer than anticipated.*®

C. ANsSwers

222. MISO explains that the purpose of these changes is to provide all queued projects
with certainty that only projects that are ready to proceed to commercial operation enter
the Definitive Planning Phase. MISO argues that EPSA’s argument that an
interconnection customer should not be required to forfeit its place in the queue for
extending its Commercial Operation Date fails to consider that there are already
provisions in place in the GIA to accommodate minor construction delays over which the
interconnection customer has no control.*” Finally, MISO notes that a delay of three
years would negate the Facilities Study for the project and would require a restudy in the
System Planning and Analysis phase.”®

d. Commission Determination

223.  We conditionally accept MISO’s proposed revisions to section 4.4. We believe
that MISO’s proposal to limit the types of change permissible in the Definitive Planning
Phase is consistent with the need to ensure that a project that enters the Definitive
Planning Phase is “definitive.” We understand Iberdrola’s concern that MISO may seek
to remove projects from the queue because of minor modifications, although we note that
parties have a right to contest such actions through the dispute resolution procedures in
the GIP and as a backstop, at the Commission. However, we will require further
modifications below.

2% AMP Protest at 4-5.
2% |berdola Protest at 22.

27 MISO December 15 Answer at 9-10 (citing Midwest Indep. Transmission Sys.
Operator, Inc., 135 FERC 1 61,222, at P 26 (2011) (explaining that Article 5.1.1 of the
GIA contemplates that circumstances may arise where construction milestones will not
be met and provides for the possibility that construction timelines may need to be
modified)).

2% 1d. at 10.
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224. We decline to require MISO to revise the language of section 4.4.1 to clarify that a
change in turbine is a permissible modification. While MISO acknowledges that it has
not found an instance where it has not granted a request for a turbine change, we are not
persuaded that we should require MISO to revise this section to permit turbine changes
on a generic basis. Instead, we believe that MISO should continue to have the ability to
evaluate each proposal to change the technical parameters associated with a Generating
Facility’s technology, including a turbine change, to ensure that the proposed
modification is not a Material Modification.**°

225. However, with regard to MISQO’s proposed revisions regarding the Commercial
Operation Date and In-Service Date, we find that further modification is required.
Specifically, we find that where a party to the GIA other than the interconnection
customer changes its milestones thereby resulting in the interconnection customer
needing to revise its own Commercial Operation Date and In-Service Date, we believe
that MISO’s approval of such revision should not be unreasonably withheld. Similarly,
MISO’s approval of an interconnection customer’s need to change a date due to changes
in a higher-queued interconnection request should not be able unreasonably withheld. In
either case, these changes should not exceed three years beyond the original Commercial
Operation Date or In-Service Date. We direct MISO to include in its compliance filing
revisions to section 4.4, within 30 days of the date of this order, consistent with this
discussion.

226. With respect to the Midwest Developers’ argument that an interconnection
customer should be permitted to downgrade its level of interconnection service after the
Facilities Study if a restudy indicates that Network Resource Interconnection Service
would require additional upgrades to be built, we disagree. We believe that MISO’s
proposal is just and reasonable and consistent with the purpose of the Definitive Planning
Phase. While the Midwest Developers identify an alternative that they prefer, this alone
does not render MISO’s proposed revisions unjust and unreasonable.

7. Miscellaneous

a. Article 5.9

I Proposal

227. MISO proposes to revise Article 5.9, “Limited Operation,” of the pro forma GIA
to require the maximum permissible output of a generating facility to be updated on a
quarterly basis in the event that the network upgrades necessary for the interconnection of
the generating facility are not in service within six months following the Commercial

2% proposed revised section 4.4.1.
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Operation Date of the facility. MISO explains that this process is currently used for
provisional GIAs executed pursuant to section 11.5 of the GIP. MISO states that its
proposal will extend this practice to all GIAs that may have limited operation until all
upgrades are in place.*®

i, Comments

228. Inits protest, NextEra argues that MISO is proposing to establish stricter operating
limits on projects that are already operating but whose Network Upgrades are not yet
completed. NextEra explains that under the current version of Article 5.9, MISO
performs operating studies to determine to what extent a project without all of the
required upgrades in place may operate and develop operating guides based on this
information. Here, according to NextEra, MISO’s proposed language is designed to
produce a single limit which will be applied across all hours in a given quarter, regardless
of the dynamic nature of the system or the output of a wind energy generator. NextEra
alleges that this provision will severely limit generators with executed GIAs to an
inflexible operating cap that unnecessarily restricts operations.**

229. EcoEnergy argues that if this section is adopted, the manual curtailment that has
been conducted in real time will be replaced with a quarterly curtailment study that may
restrict sales that could have been conducted under previous procedures. EcoEnergy
states that there has long been a lack of transparency in the wind curtailment process and
this language will only make the situation worse.>*

ii. Commission Determination

230. Inthe Queue Reform Order, the Commission agreed with MISO that as the
number of temporary (now known as provisional) interconnections increase that it would
become impractical for MISO to calculate operating limits based on real-time
conditions.*® Here, MISO is proposing to apply the same type of operating limits on
projects that are not yet capable of obtaining their maximum output because the upgrades
necessary to facilitate that maximum output are not yet completed. We find that the
burden that would be imposed on MISO in order to provide real-time operating limits in
these two situations is analogous. Thus, we will allow MISO to provide quarterly

%90 November 1 Filing at 19.

%01 NextEra Protest at 8-9.

%02 EcoEnergy Protest at 3-4.

%9 Queue Reform Order, 124 FERC { 61,183 at P 131.
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operating limits to generators that are operating, but are unable to operate at their full
capacity, because they are still waiting for network upgrades to be constructed.

b. Appendix H

i Proposal

231. MISO proposes to add new Appendix H to the GIA to incorporate pro forma
language to be used for provisional GIAs. MISO states that the language has been
developed based on MISO’s experience in implementing provisional GIAs and that it
intends to include Appendix H as part of all provisional GIAs on a prospective basis.

i, Comments

232. MISO Transmission Owners state that in the third line of the second paragraph,
the language “and to require then to be in place” should read “and to require them to be in
place.”

ii. Supplemental Filing

233. Inthe Supplemental Filing, MISO notes that the reference to “Interconnection
Customer facilities” in paragraph 3 of its revisions to Appendix H is meant to encompass
Network Upgrades, Interconnection Facilities, Distribution Upgrades, System Protection
Upgrades, and/or Generator Upgrades. MISO states that it will clarify this language if so
directed by the Commission.***

Iv. Commission Determination

234. We direct MISO to revise, within 30 days of the date of this order, the third line of
the second paragraph of Appendix H to the GIA as described by MISO Transmission
Owners above. Additionally, we direct MISO to clarify the language in Appendix H
regarding the usage of “Interconnection Customer facilities” as proposed in its
Supplemental Filing. In particular, we direct MISO to clarify that the reference to
“Interconnection Customer facilities” in paragraph three of its revisions to Appendix H is
meant to encompass Network Upgrades, Interconnection Facilities, Distribution
Upgrades, System Protection Upgrades, and/or Generator Upgrades.

%% Supplemental Filing at 27.
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C. Dispute Resolution

i Proposal

235. MISO proposes to delete the reference to dispute resolution as an alternative to the
execution or unexecuted filing of a GIA. MISO states that because projects may now
remain in the System Planning and Analysis phase until they are ready to proceed and
that they will have to make a financial commitment to meet the M2 milestone payment,
MISO anticipates that projects that reach this stage will not need to seek dispute
resolution. Further, MISO states that providing dispute resolution as an alternative to
proceeding with a GIA or multi-party facilities construction agreement in executed or
unexecuted form at that late stage injects uncertainty into the interconnection process.
Finally, MISO states that it has seen an increase in requests for dispute resolution and
critiques of its process as projects near the deadline to execute an agreement or to file it
unexecuted. And in any case, MISO notes that dispute resolution is still available to
parties but that seeking dispute resolution does not delay the deadline to execute the
agreement or file it unexecuted.

i, Comments

236. Midwest Developers argue that MISO’s proposal effectively eliminates dispute
resolution as a meaningful option for interconnection customers by eliminating the
“tolling” of the sixty day deadline while such dispute resolution is pending.®® While
MISO states that dispute resolution would still be available to customers, Midwest
Developers aver that dispute resolution regarding the draft GIA is of little value if
interconnection customers nonetheless have to choose, prior to completion of the dispute
resolution process, whether to execute the GIA or request that it be filed unexecuted. As
a result, Midwest Developers posit that the only effect of MISO’s proposal would be to
decrease the likelihood of resolving the underlying problems that trigger dispute
resolution and to increase the number of unexecuted GlAs filed at the Commission. %

. Commission Determination

237.  We will accept MISO’s proposal to eliminate the reference to dispute resolution as
an alternative to the execution or unexecuted filing of a GIA. While we do not disagree
with Midwest Developers that the result of this change is to eliminate the “tolling” of the
sixty day deadline, we find MISQO’s general argument regarding the timeliness of this
queue reform filing compelling. That is, we agree with MISO that there are numerous

%05 Midwest Developers Protest at 35.

3% 1d. at 36.



Docket No. ER12-309-000 -91-

projects entering the Definitive Planning Phase without moving forward while the
developers attempt to resolve uncertainties or to obtain financing®’ and that this outcome
Is inconsistent with the Commission’s goal of improving the efficiency of the
interconnection process.

d. GIP, Appendix 1

I Proposal

238. MISO proposes to revise Attachment A to Appendix 1 of the GIP to request
additional detail related to reactive capability for wind turbines and other details,
including specific MVAR data for the turbines and the MVAR data provided by the
collector cables between the generator turbines and the point of interconnection, to assist
in the evaluation of interconnection requests. Under MISQO’s proposal, an
interconnection customer is required to provide this information prior to entering the
Definitive Planning Phase.*® MISO states that, consistent with Order No. 661,%%
interconnection requests for wind resources need not supply the reactive power
information at the time that they submit their application but do need to supply this
information before entering the Definitive Planning Phase.*'°

il. Comments

239. The Midwest Developers argue that the Commission should direct MISO to revise
the requirement to provide MVVAR data prior to entry into the Definitive Planning Phase
because MISO has failed to explain why it needs this information prior to entering the
Definitive Planning Phase and because accurate MVVAR data cannot be provided this
early in the development stage. Moreover, they state that MISO’s proposal is
inconsistent with Order No. 661, which does not impose a power factor requirement on
wind facilities unless and until the Transmission Provider shows, through the System
Impact Study, that it is required to ensure the safety or reliability of the Transmission
Provider’s transmission system. They note that the System Impact Study occurs during
the Definitive Planning Phase and that, by requiring this information from wind projects
in order to enter the Definitive Planning Phase, MISO proposes to compel wind projects

%7 M1SO December 15 Answer at 5.
%% proposed revised section 8.2.

%99 |nterconnection for Wind Energy, Order No. 661, FERC Stats. & Regs.
31,186, order on reh’g, Order No. 661-A, FERC Stats. & Regs. 131,198 (2005).

319 November 1 Filing at 18; Proposed revised Appendix 1, Attachment A.
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to demonstrate their ability to provide this capability even before MISO has demonstrated
that it will be required.®*

240. Similarly, AWEA and WOW argue that an interconnection customer cannot
provide all of the data called for on pages 4 and 5 of Attachment A to Appendix 1 of the
GIP with 100 percent accuracy at the outset of the GIP. For example, AWEA and WOW
state that the MVAR provided by the collector cables between the generator turbines and
the Point of Interconnection depends on the design and construction-specific details that
will be available later in the process. AWEA and WOW state that, while an estimate can
be provided at the time the form is submitted, this will likely need to be adjusted later.
Additionally, AWEA and WOW state that the Operational Tap Setting, on the other hand,
Is impossible to determine at the outset of the Definitive Planning Phase, and should be
removed from the form. AWEA and WOW believe that interconnection customers can
provide reasonable estimates to most of the information requested on the form at that
time, but are concerned that the stringent limitations on modifications under the tariff
could result in an interconnection customer being withdrawn from the queue in the later
stages of the Definitive Planning Phase.??

iil. ANswers

241. Inits answer, MISO explains that its proposal is intended to ensure that any need
for reactive power can be determined in the System Impact Study is consistent with Order
No. 661. MISO asserts that information from interconnection customers is necessary to
make this determination. Finally, MISO states that to the extent this information is truly
unavaeugble early in the process, MISO would consider that issue on a case-by-case

basis.

Iv. Commission Determination

242. We reject MISO’s revisions to require detail related to reactive power capability
for wind turbines prior to entering the Definitive Planning Phase. We agree with
Midwest Developers that MISO’s proposal is inconsistent with Order Nos. 661 and

311 Midwest Developers Protest at 38-39.
312 AWEA and WOW Protest at 35-36.

313 MISO December 15 Answer at 12 n.21.
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661-A.%* The Commission’s policy requires that if a System Impact Study demonstrates
that a wind plant must possess reactive power capability that wind plant must be capable
of meeting the standard power factor range of 0.95 leading to 0.95 lagging or any
different power factor range that has been established for the relevant control area.’
MISO’s proposed revisions regarding reactive power capability — by requiring this
information before any need has been established by a System Impact Study - puts the
cart before the horse. Otherwise, we accept the informational requirements to
Attachment A to Appendix 1 of the GIP and require that MISO submit a compliance
filing within 30 days of the date of this order removing the requirement to provide
reactive power information prior to entering the Definitive Planning Phase.

15

243. Inresponse to AWEA and WOW'’s argument that an interconnection customer
cannot provide all of the data needed, we recognize the concern of only being able to
provide an estimate of data and potentially being withdrawn from the queue if
modifications are needed. Therefore, we will require MISO, in a compliance filing to be
submitted within 30 days from the date of this order, to revise its Tariff to accommodate
the fact that the customer may only be able to provide estimates of the details described
on pages 4 and 5 of Attachment A to Appendix 1 and ensuring that an interconnection
customer will not be removed from the queue if adjustments are needed.

e. Site Control

I Proposal

244. Inits revisions to the GIP and the GIA, MISO proposes to expand the definition of
Site Control by requiring interconnection customers to demonstrate a right to develop a
site for the construction of interconnection facilities in addition to the same
demonstration for generating facilities.

il. Comments

245. Inits protest, Iberdrola argues that MISO’s proposed definition of Site Control is
overly vague because the phrase “when applicable” when applied to interconnection

314 The Commission will hold a Technical Conference to examine whether the
Commission should reconsider or modify the reactive power provisions of Order
No. 661-A. See Notice of Technical Conference, Docket No. AD12-10-000 (Feb. 17,
2012).

%1% Midwest Indep. Transmission Sys. Operator, Inc., 114 FERC { 61,270 (2006),
order on reh’g, 135 FERC { 61,065 (2011).
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facilities is insufficiently specific as to when site control will be applicable and that, as
proposed, leaves too much discretion to MISO.

iii.  Commission Determination

246. We agree with Iberdrola that MISQO’s proposed definition is unclear. Therefore,
we will accept MISO’s proposed revisions to the definition of Site Control on the
condition that MISO include in its compliance filing revisions to clarify those instances
where the documentation required to demonstrate site control includes Interconnection
Facilities.

f. Section 7.5

i. Proposal

247. MISO proposes to change the meeting between the interconnection customer,
Transmission Owner, and MISO following the receipt of the Interconnection System
Impact Study report from a mandatory meeting to an optional meeting that will be held if
needed. '

i, Comments

248. AMP states that in the event the Commission does not reject this change, the
Commission should direct MISO to further modify the language in section 7.5 to state
that whether to hold a meeting is within the interconnection customer’s discretion and
that the Transmission Owner and MISO must participate in good faith if an
interconnection customer determines that a meeting is necessary.>"’

iil. Commission Determination

249. We conditionally accept MISO’s proposed revision to section 7.5 of the GIP
regarding the meeting to discuss the outcome of the Interconnection System Impact
Study. We recognize that a meeting may not be necessary in all cases. However, we find
that all parties should have an opportunity to discuss the outcome of the Interconnection
System Impact Study to raise issues with the outcome of the study and that other parties
should participate in good faith. Therefore, we direct MISO to revise section 7.5 to state
that the interconnection customer, Transmission Owner and/or the Transmission Provider
may request such a meeting and that all parties must participate in such meetings in good
faith. .

316 November 1 Filing at 14.

817 AMP Protest at 15.
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g. Study Backfill

I Proposal

250. Insection 4.2 of the GIP, MISO proposes to delete the last paragraph of the
section that related to “backfilling” interconnection customers in group studies.*!® Based
on its experience, MISO states that few interconnection customers want to have their
projects moved forward in the process to “backfill” a study when a higher-queued project
withdraws.®*

il. Comments

251. The Midwest Developers argue that eliminating MISQO’s authority to “backfill” a
study is neither necessary nor prudent. They contend that MISO has missed opportunities
to solicit backfill projects by not providing timely and useful information to potential
backfill projects. They state that the fact that MISO has ineffectively implemented the
backfill provisions should not be interpreted to mean that the provisions are not desirable
or useful.®® Additionally, Midwest Developers believe that backfilling projects could
become more useful as the Group 5 restudy process is completed. Similarly, ARES
argues that MISO has discouraged and disregarded requests for backfill provisions and
suggests that the backfill provision should remain in the Tariff.*%

ii. Commission Determination

252. We deny, without prejudice, MISO’s unsupported proposal to eliminate the study
backfill provisions of section 4.2 and direct MISO, within 30 days of the date of this
order, to restore this language to section 4.2. While MISO maintains that few
interconnection customers have wanted to be considered for being backfilled into a group
study, we still agree with MISO’s original argument in the Queue Reform Order that
“*pbackfilling’ of group studies should reduce the restudy time and increase cost certainty

318 Backfilling occurs when a project withdraws from a group study and MISO
substitutes the next highest queued, similarly situated interconnection request into the
study group.

319 November 1 Filing at 9.

320 Midwest Developers Protest at 40.

%21 ARES Protest at 1.
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for all members of the group.”* MISO has not provided any evidence that these
provisions need to be removed or that retaining these provisions causes any harm.

8. Net Zero Interconnection Service
a. Proposal

253. Insection 3.2.3 of the GIP, MISO proposes a new class of Energy Resource
Interconnection Service called Net Zero Interconnection Service. MISO defines Net Zero
Interconnection Service as “a form of Energy Resource Interconnection Service that
allows an Interconnection Customer to alter the characteristics of a Generating Facility in
Commercial Operation, with the consent of Interconnection Customer for that existing
Generating Facility, at the same [point of interconnection] such that the new MW
capability remains the same.”**® MISO explains that the existing generator and new
generator work out a control scheme to regulate the output of the combined unit and, as a
result, the net effect on output seen by the system is unchanged.**

254. According to MISO, Net Zero Interconnection Service is consistent with Order
No. 2003 because it enables existing generators to better use their existing rights to
capacity on the transmission system. In support of its proposal, MISO states that the
Commission previously approved the creation of conditional Energy Resource
Interconnection Service and Network Resource Interconnection Service as a means to
enhance the use of existing system capacity.**

255. MISO explains that, under its proposal, an interconnection customer that is not the
owner or a subsidiary of the owner of the existing Generating Facility will be required to
execute an Energy Displacement Agreement with the owner of the existing Generating
Facility before submitting a request for Net Zero Interconnection Service. Additionally,
the interconnection must also include a memorandum of understanding with the
Transmission Owner to enter into a Monitoring and Consent Agreement upon execution
of a GIA in its request for Net Zero Interconnection Service.**

%22 Queue Reform Order, 124 FERC 1 61,183 at P 112.
323 proposed revised section 1.

324 November 1 Filing at 6; Laverty Testimony at 37.

325 November 1 Filing at 6 (citing Midwest Indep. Transmission Sys. Operator,
Inc., 116 FERC § 61,306, at PP 2-3, 29-32 (2006)).

%28 proposed revised section 3.3.1; Laverty Testimony at 37-38.
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256. MISO states that in order to obtain Net Zero Interconnection Service, the Net Zero
Interconnection Service customer must be studied for issues relating to reactive power,
short circuit/fault duty, and stability. These studies will identify the interconnection
upgrades, if any, that are necessary to address reliability issues associated with the
request for Net Zero Interconnection Service.

257. MISO explains that while it believes that the ability to process a request for Net
Zero Interconnection Service already exists in the tariff, it is proposing revisions because
a critical mass of stakeholders convinced it that it would be beneficial to enumerate and
clarify the services in the tariff.**’

b. Comments

258. Numerous parties filed comments supporting Net Zero Interconnection Service. A
number of parties express support for Net Zero Interconnection Service because they
believe that it promotes the more efficient use of existing interconnection capacity and
will allow interconnection customers to avoid costly upgrades.®® Xcel asserts that Net
Zero Interconnection Service is consistent with the Commission’s practice of permitting
several generators to use the same point of interconnection even though the generators
are separately owned and that Net Zero Interconnection Service will expand opportunities
for renewable generation development in MISO.**® AWEA and WOW add that, given
that MISO’s transmission system is close to capacity, Net Zero Interconnection Service
will act as a bridge strategy for increased development of wind and other types of
generation until such time as more local and regional transmission upgrades (e.g., MVPs)
can be built.**

259. Other parties argue that the Commission should reject Net Zero Interconnection
Service because MISO’s proposal is unduly discriminatory and not transparent. EPSA
claims that MISO’s proposal would permit a generation owner to favor itself or an
affiliate in obtaining interconnection service because it is the incumbent generation
owner, not MISO, which gets to reassign existing interconnection capacity. Nothing in
MISQO’s proposal, EPSA avers, compels the existing generator to reassign its capacity in

%27 averty Testimony at 36-37.

328 X cel Comments at 7; Midwest Developers Protest at 43-44; AWEA and WOW
Protest at 40.

329 % cel Comments at 6-7.

330 AWEA and WOW Protest at 40.
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a transparent or non-discriminatory manner.®** Similarly, EcoEnergy argues that MISO’s
proposal allows an incumbent generator to “transfer” interconnection capacity to a
generator of its choice, thereby allowing the favored generator to jump over other
projects in the queue and avoid funding network upgrades.®*? EcoEnergy asserts that the
arrangements for the provision of Net Zero Interconnection Service are neither
transparent nor open to competition.**® EcoEnergy further maintains that MISO’s
proposal is unduly discriminatory in that it will allow net zero customers to rely upon
Special Protection Systems in lieu of paying for network upgrades.®**

260. The Joint Protestors raise similar concerns and argue that the net zero
interconnection at issue in Docket No. ER12-188-000 provides an example of how
MISO’s proposed Net Zero Interconnection Service is discriminatory and inconsistent
with open access.®* They state that, in order to vary the pro forma OATT, MISO must
show that its variations are “consistent with or superior to” their pro forma OATT and
that MISO has failed to provide evidence that its proposal meets this standard — other
than bald assertions about the supposed benefits of Net Zero Interconnection Service. In
fact, they claim that MISO’s proposal cannot meet this burden because it invites
discriminatory treatment and eliminates open access by allowing entities with an interest
in market outcomes the ability to unilaterally select, in a non-transparent manner, favored
new generators in a manner that bypasses the traditional interconnection queue and
avoids responsibility for network upgrades.®*® Joint Protestors also argue that, under the
Net Zero construct, it would be possible for an uneconomic existing generator to

331 EPSA Protest at 27.

332 EcoEnergy Protest at 10-11.
333 Id

#41d. at 12,

%% Joint Protestors Protest at 25-27, 28-31. In that proceeding, MISO filed a
provisional non-conforming GIA among itself, Northern States Power Company and
Prairie Rose including a request for Net Zero Interconnection Service. The Commission
conditionally accepted the GIA in an order issued December 23, 2011, subject to a further
order. Midwest Indep. Transmission Sys. Operator, Inc., 137 FERC { 61,234 (2011). In
an order issued concurrently with this order, the Commission directs that that GIA be
subject to the outcome of certain compliance requirements detailed herein. Shetek Wind
Inc., Jeffers South, LLC and Allco Renewable Energy Limited v. The Midwest
Independent System Operator, Inc., 138 FERC { 61,250 (2012).

33 J0int Protestors Protest at 16-20.
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essentially shutter its operation and transfer its interconnection capacity to a new
generator that it owns or controls, allowing that new generator to interconnect without
having to follow the requirements of the GIP applicable to other generators seeking
interconnection. Furthermore, Joint Protestors argue that vertically integrated utilities
can use Net Zero Interconnection Service to avoid having their baseload generators
exposed to market competition, thus creating a disincentive for incumbent public utilities
to build more transmission capacity.**

261. The Joint Protestors also claim that MISO’s net zero policy is inconsistent with
open access because it provides an existing public utility with the ability to circumvent
the Commission’s requirement that each public utility that owns, controls, or operates
facilities used for the transmission of electric energy must have on file with the
Commission a tariff of general applicability for transmission services over such
facilities.*®

262. The Joint Protestors argue that Net Zero Interconnection Service will harm the
development of renewables because independent renewable developers will not be able to
compete on an equal footing with generators that are affiliated with existing generators
and able to access Net Zero Interconnection Service. Joint Protestors argue that, despite
MISO’s claims to the contrary, Net Zero Interconnection Service will come with
deliverability. They note, for example, that Northern States Power has stated to the
Minnesota Public Utilities Commission that it will not see curtailment of its net zero
interconnection at issue in Docket No. ER12-188-000 because the existing generating
facility is deliverable as a network resource and that status is extended to the Net Zero
interconnection generator. Joint Protestors argue that this is a huge advantage because
other wind projects will be forced to manage the remaining Energy Resource
Interconnection Service as a Dispatchable Intermittent Resource. Finally, Joint Protestors
aver that the new Dispatchable Intermittent Resource rules that the Commission recently
approved will ensure that non-Net Zero projects will be non-competitive versus Net Zero
projects.®*

263. Joint Protestors argue that MISQO’s proposal is inconsistent with section 205 in that
the tariff filing fails to include the pro forma Energy Displacement Agreement and fails
to address other agreements that may affect the GIA for a generator receiving Net Zero

337 1d. at 34-35.
338 |d. at 27-28.

339 1d. at 35.
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Interconnection Service.>*® Joint Protestors contend that because the proposed Energy
Displacement Agreement establishes specific services, rules, terms, and conditions for
Net Zero Interconnection Service, MISO must file a pro forma Energy Displacement
Agreement with the Commission. Additionally, Joint Protestors argue that MISO’s filing
does not include a transparent method to determine what the “study limit” of the existing
generator is and argues that evidence of the study limit should be required to be included
in the pro forma GIA. Moreover, Joint Protestors argue that MISO’s filing fails to
address material issues that could arise that would be unique to Net Zero Interconnection
Service, such as, for example, what would happen to the Energy Displacement
Agreement in the event of bankruptcy.*** Additionally, Joint Protestors posit that the
GIA for a new generator constitutes an amendment to the terms of the existing
generator’s GIA and therefore, should require an amendment to the existing generator’s
GIA.

264. Commenters also raise operational concerns. EPSA states that in its responses to
the Commission’s data request in the Net Zero Complaint proceeding,** MI1SO implicitly
concedes that it does not have the ability to automatically curtail or otherwise prevent the
combined output of the new and existing interconnection customers from exceeding the
maximum injection limits specified in the existing generator’s GIA. Additionally, EPSA
contends that MISO will not actively monitor generators operating under Net Zero
Interconnection Service in order to identify and sanction net output violations. Finally,
EPSA argues that as a consequence of MISO’s inability or unwillingness to monitor these
arrangements, it is possible that MISO may need to curtail or redispatch other generators
to address any overloads caused by generators with Net Zero Interconnection Service.**?

265. EcoEnergy argues that, despite MISO’s contentions that its currently effective
tariff allows Net Zero Interconnection Service and that the new provisions proffered here
are merely a clarification of the existing tariff, Net Zero Interconnection Service does not
currently exist in MISO’s Tariff. To the contrary, ECOEnergy states that Section 3.2 of
the GIP clearly identifies Energy Resource Interconnection Service and Network
Resource Interconnection Service as the only two types of interconnection service
available for new interconnection requests. Additionally, EcoEnergy argues that the
proposed study requirements for Net Zero interconnection requests and non-Net Zero

340 1d. at 12-13.
31 d. at 13-14.

%42 Midwest Indep. Transmission Sys. Operator, Inc., Response to Data Request,
Docket No. EL11-53-000 (filed Nov. 7, 2011).

343 EPSA Protest at 26-27.
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interconnection requests are substantially different and that the requirements for net zero
requests are inconsistent with the currently effective provisions of GIP sections 3.2.1.2
and 4.1 as well as MISQO’s Generator Interconnection Business Practices Manual section
4.2.5.%

266. According to Joint Protestors, MISO’s Net Zero Interconnection Service is
premised on the fact that the combined output of the existing generator and the new
generator would be limited to the study limit of the existing generator. However, Joint
Protestors allege that this premise pre-supposes that the existing generator was properly
studied in the first instance and that the study included a review of the interconnection
capacity that the existing generator wishes to assign.**®> Joint Protestors argue that the
proposed GIA currently before the Commission in Docket No. ER12-188-000 shows that
this is not the case. Specifically, they allege that the existing generator in that proceeding
was, at best, only partially studied for off-peak conditions but that the filed GIA allows
the new generator to utilize these off-peak times under the same parameters of the
existing generator during peak times. Joint Protestors contend that in those
circumstances, it is not clear that there is off-peak transmission capacity available to be
assigned to the new generator.

267. Joint Protestors also contest MISO’s assertions that Net Zero Interconnection
Service will lead to the more efficient utilization of the transmission system. Essentially,
Joint Protestors argue that because no new transmission capacity is being added to the
overall transmission system to accommodate Net Zero projects, competing
interconnection projects will be faced with higher pricing pressure at the node in the form
of congestion charges or curtailments that they would otherwise not see.>* As a result of
this increased pricing pressure it will become more difficult for new renewable energy
projects to become financeable.

268. Joint Protestors argue that Net Zero Interconnection Service violates the Public
Utility Regulatory Policies Act (PURPA). They argue that if Net Zero Interconnection
Service becomes an option under MISQO’s GIP, section 292.306 of the Commission’s
regulations prohibits MISO and any transmission owner within MISO from charging any
Qualifying Facility (QF) that seeks interconnection any costs in excess of what it would
be charged if it were a net zero interconnection. Likewise, they argue that the same rule

344 EcoEnergy Protest at 5-7.
35 Joint Protestors Protest at 22.

348 1d. at 36.
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should equally apply to QFs with respect to special protection schemes, which have been
used for net zero interconnections.®*’

269. Finally, Joint Protestors suggest that the Commission should exercise its authority
under section 380.4(B) of its regulations to order an environmental assessment of Net
Zero Interconnection Service. While the Joint Protestors acknowledge that section 380.4
categorically exempts actions under sections 205 and 206 of the FPA, they argue that the
Commission should exercise its discretion to require an assessment where the
environmental effects are uncertain. They claim that Net Zero Interconnection Service
will result in less transmission being built and less renewable energy being developed.®*®

270. While generally supporting Net Zero Interconnection Service, Iberdrola states that
the Commission should direct MISO to remove the requirement that the interconnection
customer provide an executed Energy Displacement Agreement with its interconnection
application and require a Memorandum of Understanding instead, as it believes the latter
is sufficient to establish agreement between the existing generator and the
interconnection customer.*° Additionally, several parties propose revisions to different
provisions of MISQO’s tariff concerning Net Zero, which they claim are necessary to
ensure consistency throughout MISQO’s tariff and to clarify certain aspects of Net Zero
Interconnection Service.**°

C. ANSwWers

271. Inresponse to the protests, MISO states that existing generators seeking to take
advantage of Net Zero Interconnection Service must retain business discretion in
choosing which interconnection customers to pair with at a shared Point of
Interconnection. MISO states that forcing an existing generator to pair with another
interconnection customer based on queue order could result in the existing generator
having to contribute to the cost of more expensive assets than another interconnection
customer plans to use.***

37 1d. at 38.
38 1d. at 39.
39 |berdrola Protest at 19.

30 E ON Protest at 7-8; MISO Transmission Owners Comments at 5-9.

%1 MISO December 15 Answer at 14.
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272. MISO Transmission Owners state that Net Zero Interconnection Service applies in
the same manner to all new interconnection customers that wish to interconnect
generation at the same location as an existing generator. Additionally, MISO
Transmission Owners state that Transmission Owners have no more ability than any
other generation owner to use Net Zero Interconnection Service to favor one generator
over another because it is MISO that implements and administers the interconnection
queue and the associated study processes.

273. Xcel states that a Net Zero Interconnection Service generator will connect
additional generation capacity at an existing Point of Interconnection without increasing
the net output at that Point of Interconnection beyond levels that have already been
studied. Net Zero Interconnection Service will allow a new generator to utilize existing
transmission capacity when that existing capacity is not being utilized by the existing
generator.®>® Thus, Net Zero Interconnection Service increases efficiency by enhancing
competition among resources and by reducing the number of hours that existing system
capacity is being underutilized.

274. Additionally, Xcel reiterates that the language in proposed Section 3.3.1 of the
GIP requires the new generator to enter into an Energy Displacement Agreement with the
existing generator to ensure that both generators have contractually agreed to the terms
and conditions of the use of the interconnection capacity so that the net injections of
energy do not exceed the existing interconnection capacity.**

275. Contrary to the protest of Joint Protestors, Xcel argues that Net Zero
Interconnection Service allows generators that otherwise meet the criteria of the MISO
Tariff to achieve commercial operation more quickly, thus expanding — not reducing —
the opportunities for renewable generation in the MISO market. Also, Xcel states that it
is MISO’s transmission planning process that is intended to identify and require
construction of transmission upgrades that will reduce congestion in order to provide
transmission service.** That is, network upgrades for interconnection service do not
relieve transmission system congestion as suggested by EPSA and Joint Protestors.

276. In response to EcoEnergy’s comments that MISO’s Tariff does not allow for Net
Zero Interconnection Service, Xcel answers that several provisions within MISO’s

%52 MISO Transmission Owners Answer at 5-6.
%53 X cel Answer at 4-5.

%41d. at 5-6.

%1d. at 6-7.
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pro forma GIA are broad enough to allow for the safe and reliable interconnection of a
generator under the Net Zero construct. For example, Sections 9.3 and 9.4 of the

pro forma GIA obligate all parties to operate in a safe and reliable manner consistent with
operating protocols and operating limits. Xcel posits that from an interconnection
perspective, it is the net impact of the proposed interconnection on the transmission
system, not the precise size or configuration of the generator itself, that matters. So long
as measures are taken to ensure that the net output does not exceed the interconnection
capacity, the system itself is indifferent.**®

277. Regarding arguments that Net Zero Interconnection Service is unduly
discriminatory, Xcel reiterates that the proposal does not limit who can request Net Zero
Interconnection Service. That is, it is available to all new generators, non-utility and
utility-owned alike. It is also available to all existing generators, including those of
incumbent utilities and independent power producers. Additionally, the provisions do not
impose any different non-operational requirements on any generator seeking to utilize
Net Zero than would be required of a generator seeking to interconnect to the
transmission system on its own.>’

278. Xcel also states that Net Zero Interconnection Service does not facilitate queue
jumping as alleged by Joint Protestors. Xcel explains that a Net Zero generator will
affect the transmission system differently than other generators proposing to interconnect
at the same point. Therefore, it is not unreasonable that the two types of projects progress
through the interconnection process at different speeds based on their different system
impacts.*®

279. Rebutting Joint Protestors’ assertions that an existing generator only has
interconnection rights under the exact conditions it was studied and that the way in which
it was modeled dictates the terms of the existing generator’s interconnection rights, Xcel
asserts that interconnection service is indisputably an around-the-clock product, meaning
that generation is authorized to operate during all hours, whether or not a particular
generator has been economically dispatched during any particular hour.***

280. Prairie Rose argues that Joint Protestors misstate the applicable standard and that
MISO must show that its proposal meets the “independent entity” standard and not the

%6 1d. at 9.
%71d. at 10.
%8 1d. at 13.

%9 1d. at 14.
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“consistent with or superior to” standard. Prairie Rose maintains that MISO’s proposed
revisions to clarify Net Zero Interconnection Service under the tariff are just and
reasonable because they will provide all parties with a uniform approach to the process of
obtaining service. Prairie Rose argues that net zero interconnection should not be
expected to provide every answer to the region’s transmission capacity deficit and that
significant new transmission will still need to be built over time. Nevertheless, Prairie
Rose maintains that net zero interconnections are a significant step towards a more
efficient utilization of the existing transmission grid.**® Additionally, Prairie Rose argues
that the Joint Protestors’ claims of discrimination are without merit because the
difference between their projects and the projects of those that will be able to take
advantage of Net Zero Interconnection Service is factual in nature. In particular, Prairie
Rose states that simply because Joint Protestors are not similarly situated to all other
interconnection customers does not mean that MISO’s proposed revisions equate to
undue discrimination.*®

d. Supplemental Filing

281. Inresponse to questions posed in the December 30, 2011 deficiency letter, MISO
states that it does not anticipate creating either a pro forma Energy Displacement
Agreement or a pro forma Consent and Monitoring Agreement at this time but that it
would consider doing so if such agreements become more widely used. However, MISO
explains that at a minimum, any Energy Displacement Agreement would have to
memorialize (1) that the term of the agreement is the same as the term of the GIA for the
host generator; (2) that the existing generator will remain in commercial operation over
that term; and (3) that the existing generator and the new generator are electrically
located at the same Point of Interconnection. MISO explains that as a condition of
service, the total combined output of both generators is limited to that of the existing
generator (both real and reactive power) at the Point of Interconnection. As part of these
conditions of service, MISO states that either the existing generator, the new generator, or
the agent for both generators is solely responsible to maintain the coordinated output
level within the proper rating and that if the new generator fails to perform as required, it
will be curtailed to zero (0) MW until an operating plan is implemented by the two
generators, the Transmission Owner, and MI1SO. 3

282. MISO states that, as a condition of service, the Monitoring and Consent
Agreement will require an annual self-certification by the net zero generator, that the

30 prairie Rose December 15 Answer at 3-4.
%1 1d. at 5.

%2 Supplemental Filing at 17.
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Energy Displacement Agreement and the Monitoring and Consent Agreement are both in
place and that no party is in breach or default of either agreement.>*

283. Regarding what information would be included in the appendices to a net zero
GIA in order for MISO to ensure that the customer is operating under the appropriate
output and under appropriate conditions, MISO states that a net zero facility is required to
meet Attachment X Appendix | requirements that a net zero generator, in coordination
with the existing generator, is required to maintain a total combined output limit within
the rating of the existing generator at the Point of Interconnection.®**

284. In describing the process of obtaining net zero service, MISO states that it
anticipates two ways an interconnection customer could identify an opportunity for a net
zero interconnection. First, the interconnection customer can examine the vicinity of its
proposed location and seek out, if one exists, an existing generator to work out an
arrangement. Second, an owner of an existing unit could advertise that it is willing to
partner with a prospective interconnection customer. In either case, it would be
incumbent on the interconnection customer to develop the opportunity.®

285. Regarding the costs involved with consummating a net zero arrangement, MISO
states that from a tariff perspective the existing customer is not subject to any additional
upgrade costs. However, MISO states that it would consider an existing generator
deciding to fund some of the required connection equipment to facilitate the net zero
interconnection as a bilateral agreement between the two interconnection customers.
Similarly, any compensation by the new generator to the existing generator would also be
agreed to through a bilateral arrangement.

286. In response to a question regarding the studies performed for an existing natural
gas peaking plant and the studies performed for a generator seeking Net Zero
Interconnection Service, MISO explains that regardless of the fact whether an existing
peaker plant was studied under off-peak conditions or not, MISO’s Business Practices
Manual requires MISO to perform reliability analysis for a new interconnection under
summer peak load conditions and shoulder load conditions. Further, MISO states that
whether an existing generator was studied “off peak,” MISO states that it depends on the
rules that were in place at the time the generator was studied and that there will not be a
hard and fast rule because some projects were studied under MAPP rules. Finally, MISO
explains that it will ensure that a net zero customer only receives Energy Resource

%3 1d. at 17-18.
%4 1d. at 18.

%5 1d. at 18-19.
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Interconnection Service by indicating in its interconnection database the new generator is
a net zero generator and therefore only allowed Energy Resource Interconnection
Service. Additionally, MISO states that when it is preparing the draft GIA for the
customer, the parties to the GIA would select Energy Resource Interconnection Service
rather than Network Resource Interconnection Service in section 4.1 of the GIA.*®

e. Comments on Supplemental Filing

287. Joint Protestors allege that two recent developments demonstrate that Net Zero
Interconnection Service grants privileged access to existing capacity and potentially
requires the redispatch of existing customers to address resulting overloads. First, the
Joint Protestors allege that a review of the Definitive Planning Phase Cyclel Re-Restudy
by Power System Engineering, Inc. shows that MISO has changed its study assumptions
in order to lock-in the perceived net zero rights of incumbent utilities and lay the
groundwork for a massive implementation of Net Zero Interconnection Service.*®’

288. Second, the Joint Protestors allege that MISO is planning to displace existing
projects with the Prairie Rose project, which demonstrates that MISO’s proposal allows
projects that receive Net Zero Interconnection Service to displace other projects. In this
regard, they note that the updated quarterly curtailment spreadsheet for the fourth quarter
of this year indicates that existing projects are being curtailed to accommodate the
interconnection of Prairie Rose.**®

289. The Joint Protestors state that while MISO has provided an “Energy Needs” graph
showing the projects in the queue and the projected renewable energy needs of its
members, MISO should be required to produce an analysis that shows how much wind
generation would be eligible for net zero interconnection, as such an analysis would shed
some light on the Joint Protestors assertions that net zero will allow the existing
incumbent utilities to essentially control access for the foreseeable future. The Joint
Protestors note that MISO’s “Energy Needs” graph indicates that 5,000 MW of additional
wind will be needed to meet RPS standards in 2020 and that the nameplate capacity for
gas peaker plants within MISO appears to be 24,646 MW, which would allow for Net
Zero projects that are a multiple of that difference. They maintain that these peaking-
plants coupled with net zero interconnections would allow incumbent generators to
corner the market for decades. The Joint Protestors also argue that there will be little
incentive to build transmission in furtherance of the policy of Order No. 1000 because

366 1d. at 19-20.

%7 Joint Protestors February 21 Protest at 7.
%%1d. at 8-11.
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Net Zero Interconnection Service could be used to cover all foreseeable renewable energy
mandates of the MISO utilities.**®

290. With respect to MISO’s assertion that it is required to perform reliability analyses
under summer peak load conditions and shoulder load conditions for all new generator
interconnections, the Joint Protestors argue that net zero projects are not being studied
properly. They maintain that MISO’s assertion is intended to create the impression that
complete studies are being done for net zero interconnection, which is not the case and
is demonstrated by the lack of network upgrades necessary to provide service to

Prairie Rose and the millions of dollars of upgrades proposed for projects at the same
point of interconnection.®”

291. The Joint Protestors contend that, at its core, Net Zero Interconnection Service is
unfair. In particular, they note that this construct has allowed Prairie Rose’s project to
cut in front of their projects and, as a result, has rendered their years of effort and
investment worthless.*”* Moreover, the Joint Protestors state that MISO failed to employ
an open stakeholder process in developing its net zero proposal and that such notification
is the minimum constitutional requirement that would need to be observed.®’? For these
reasons, the Joint Protestors request that the Commission reject MISQO’s proposed tariff
changes in their entirety or suspend them for the full statutory period and set them for
evidentiary hearing.

292. E.ON states that there are three specific problems with MISQO’s responses
regarding Net Zero Interconnection Service. First, E.ON avers that MISO has not
explained why the net zero generator must be curtailed to zero (0) MW when the
violation of coordinated output limits is due to the actions of the existing generating
customer and not the net zero generator. Second, MISO has not explained how long any
curtailment will be imposed and the basis for that duration. Finally, MISO must explain
the basis for allowing a Transmission Owner to initiate curtailment rather than MISO as
the Transmission Provider.®"

%9 1d. at 11-12.

37914, at 12.

1 1d. at 13-14.

372 |d. at 18-19.

373 E.ON February 21 Protest at 7.
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f. Commission Determination

293. We accept MISO’s proposal to implement Net Zero Interconnection Service on
the condition that it modify its proposal as further discussed below.*™

294. We agree with MISO and commenters that Net Zero Interconnection Service will
promote the more efficient utilization of existing interconnection capacity. In this regard,
we find that MISO’s proposal is consistent with prior Commission precedent. For
instance, the Commission has permitted the voluntary reassignment of all or part of a
holder’s firm point-to-point capacity rights to any eligible customer because it believed
that such reassignment will foster efficient capacity allocation.®”> The Commission
previously accepted MISO’s proposal to permit the provision of conditional Energy
Resource Interconnection Service and Network Resource Interconnection Service
because the proposal provided benefits by making use of available capacity and
promoting the more efficient use of the transmission system.*”® We believe that Net Zero
Interconnection Service will provide similar benefits by allowing an interconnection
customer receiving this service to use interconnection capacity at an existing point of
interconnection when that capacity is not being fully utilized by an existing generator. In
this regard, we believe that Net Zero Interconnection Service will promote one of the
goals of Order No. 2003; it will “increase energy supply and lower wholesale prices for
customers by increasing the number and variety of new generation that will compete in
the wholesale electricity market.”*"”

295. We disagree with those protesters that argue that Net Zero Interconnection Service
does not make more efficient use of the transmission system. These protestors argue that

3" MISO and several protesters have raised the issue of whether MISO’s tariff
currently permits the provision of Net Zero Interconnection Service. This issue is
addressed in an order that is being issued concurrently with this order. Shetek Wind Inc.,
Jeffers South, LLC and Allco Renewable Energy Limited v. The Midwest Independent
System Operator, Inc., 138 FERC { 61,250 (2012).

37 Promoting Wholesale Competition Through Open Access Non-Discriminatory
Transmission Services by Public Utilities; Recovery of Stranded Costs by Public Utilities
and Transmitting Utilities, Order No. 888, 61 FR 21540 (May 10, 1996), FERC Stats. &
Regs. 1 31,036, at 31,696 (1996).

376 See Midwest Indep. Transmission Sys. Operator, Inc., 116 FERC { 61,306, at
PP 3-4 (2006).

7" Order No. 2003, FERC Stats. & Regs. 131,146 at P 1.
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the transmission system is already being fully used and that Net Zero Interconnection
Service will increase congestion costs and curtailment. Although we acknowledge that
Net Zero Interconnection Service will not obviate the need to further expand the
transmission grid, we believe that allowing a new generator to use interconnection
capacity when an existing generator is not using that capacity allows for more efficient
use of interconnection capacity.

296. Additionally, we disagree with the assertion that we should require an
environmental assessment of Net Zero Interconnection Service. The Commission is
required to prepare an Environmental Assessment or an Environmental Impact Statement
for any action that may have a significant adverse effect on the human environment.*®
However, as Joint Protestors acknowledge, section 380.4(a)(15) of the Commission’s
regulations provides a categorical exemption for approval of actions under sections 205
and 206 of the FPA relating to rates and charges for the transmission or sale of electric
energy subject to the Commission’s jurisdiction, plus the classification, practices,
contracts, and regulations that affect rates, charges, classifications, and services.?”®
Section 380.4 does provide for an exception to this exclusion where circumstances
indicate that the proposal may be a major federal action significantly affecting the quality
of the human environment, including situations where the environmental effects are
uncertain.*®® In this case, however, there is no evidence in the record of identifiable
environmental harm that would likely result from the implementation of Net Zero
Interconnection Service. Accordingly, we will decline to require the preparation of an
Environmental Assessment or an Environmental Impact Statement.

297. We also disagree with the argument that Net Zero Interconnection Service violates
PURPA. In support of their argument, Joint Protestors cite section 292.306(a) of the
Commission’s regulations. This section, however, only applies to non-jurisdictional
interconnections. The interconnection of a QF is jurisdictional where the QF is permitted
to make sales to a third-party purchaser (i.e., a party other than the directly
interconnected utility).**" Any QFs that were to take service under MISO’s Tariff would
be transmitting power in interstate commerce and, therefore, this rule is inapplicable here.

378 Regulations Implementing the National Environmental Policy Act, Order
No. 486, 52 FR 47,897 (Dec. 17, 1987), FERC Stats. & Regs. 1 30,783 (1987).

%79 18 C.F.R. § 380.4(a)(15) (2011).
%0 18 C.F.R. § 380.4(b).

%81 Western Massachusetts Electric Co., 61 FERC 1 61,182, at 61,662 (1992), aff'd
sub nom. 165 F.3d 922, 926 (D.C. Cir. 1999); see also Midwest Indep. Transmission Sys.
(continued...)
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298. While we recognize the benefits of Net Zero Interconnection Service, we also
share some of the concerns raised by the protesters regarding studies for resources during
off-peak conditions. For instance, we are concerned that a net zero resource would be
able to share interconnection rights with an existing generator that was not evaluated
under the conditions that the net zero resource would utilize. This is a concern because
resources such as wind typically operate in off-peak hours and if they wish to
interconnect using Net Zero Interconnection Service, they could potentially interconnect
to a resource such as a peaker unit that may not have had an off-peak study performed for
its interconnection capacity. In the Supplemental Filing, MISO states that its Business
Practices Manual requires it to perform reliability analysis for a new interconnection
under summer peak load conditions and shoulder load conditions.**? Therefore, we
require MISO to include in its compliance filing tariff language that details how it will
address net zero projects that wish to interconnect to existing generators that were not
studied under off-peak conditions.

299. Additionally, we also share concerns with protesters on potential competitive
implications of the manner in which MISO proposes to implement this service. In
particular, we are concerned that MISO’s proposal creates opportunities for undue
discrimination and preferential treatment. Under MISQO’s proposal, prior to submitting a
request for Net Zero Interconnection Service to MISQO, the interconnection customer must
have entered into a memorandum of understanding with the relevant Transmission Owner
to enter into a Monitoring and Consent Agreement upon execution of a GIA and, if the
interconnection customer seeking Net Zero Interconnection Service is not the owner or a
subsidiary of the owner of the existing generating facility at the point of interconnection,
enter into an Energy Displacement Agreement with the owner of the existing
generator.®® Thus, in effect, MISO’s proposal provide an existing generator and
Transmission Owner the ability to grant access to this service to some customers and not
to others.

300. MISO argues that an existing generator must have business discretion to choose
which interconnection customer to pair with at a shared point of interconnection.®**
Regardless of whether an existing generator should be compelled to permit the provision

Operator, Inc., 132 FERC 1 61,241 (2010); see also Florida Power & Light Co., 133
FERC 161,121 (2010).

%82 Supplemental Filing at 19.

%83 See proposed revised section 3.3.1; See also Supplemental Filing at 18-19.

384 MISO December 15 Answer at 13-14.
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of Net Zero Interconnection Service at an existing point of interconnection, once an
existing generator decides to do so, that service must be provided in a manner that is just
and reasonable and not unduly discriminatory or preferential. The manner in which
MISO proposes to implement Net Zero Interconnection Service does not meet this
standard.

301. Moreover, we are concerned by the lack of transparency in MISO’s proposal. As
an initial matter, MISO’s proposal does not provide a clear and consistent way in which
generators seeking Net Zero Interconnection Service may identify opportunities for Net
Zero Interconnection Service or how such a generator would be chosen for such
service.®® Additionally, MISO proposes to leave many of the rates, terms, and
conditions of obtaining Net Zero Interconnection Service to the agreement of the parties
and does not propose to require the filing of these agreements with the Commission. For
example, MISO takes the view that any compensation that an existing generator receives
from the provision of Net Zero Interconnection Service should simply be left to the
parties and does not propose to require disclosure of the compensation paid for this
service. Further, based on the information provided, it appears that MISO does not
expect Energy Displacement Agreements and Monitoring and Consent Agreements to be
filed with the Commission. MISO’s position, however, overlooks the fact that the
Commission has identified interconnection as an element of transmission service and, as
a result, rates, terms and conditions of such service must be filed with the Commission
under section 205 of the FPA. %

302. Given these concerns, we direct MISO to submit a compliance filing, within 180
days of the date of this order, revising its Tariff to implement additional procedures that
ensure that Net Zero Interconnection Service is offered on a fair, transparent, and non-
discriminatory basis and that comply with the filing requirements of FPA section 205.
We will leave it to MISO to develop an approach that is workable from its perspective
and ensures that non-discriminatory open access principles are preserved; however, we
expect that the revisions proposed in MISO’s compliance filing will be informed by prior
Commission efforts to promote open access and eliminate undue discrimination in other
contexts. For instance, in the context of interconnection service, the Commission has
required Transmission Providers to file pro forma interconnection documents. In Order
No. 2003, the Commission required the use of pro forma documents in order to ensure
that interconnection customers receive non-discriminatory service and that all
interconnection customers are treated on a fair and consistent basis.**” The Commission

% Supplemental Filing at 18-19.
%8¢ Order No. 2003, FERC Stats. & Regs. 1 31,146; 16 U.S.C. § 824d.

%87 Order No. 2003, FERC Stats. & Regs. 1 31,146 at P 12.
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also rejected arguments by some commenters that there was no need to require
independent Transmission Providers to be signatories to the interconnection agreement
because the responsibilities of the Transmission Provider can be fully addressed in the
tariff and the main purpose of the agreement was to establish a property-based
relationship between the interconnection customer and the Transmission Owner. The
Commission found that requiring the Transmission Provider to be a party to the
interconnection agreement would better define the relationship among the parties, protect
the interconnection customer, and facilitate the development of new generation

resources. 8

303. Additionally, while the Commission has permitted the reassignment of firm point-
to-point capacity rights, the Commission has imposed certain posting and reporting
requirements in order to increase transparency, to facilitate the monitoring of the
secondary market for transmission capacity, and to ensure that rates for reassigned
transmission capacity remain just and reasonable and are not unduly discriminatory or
preferential. First, the Commission has required that all sales or assignment of capacity
be conducted through or otherwise posted on the Transmission Provider’s OASIS on or
before the date the reassigned service commences. Second, the Commission has required
that assignees of transmission capacity execute a service agreement with the
Transmission Provider prior to the date on which the reassignment of service
commences. Third, the Commission has required Transmission Providers to aggregate
and summarize the data contained in these service agreements and report this data in an
electric quarterly report.®

304. Similarly, the Commission has imposed requirements to enhance transparency and
protect against undue discrimination in the release of firm capacity by shippers on
interstate natural gas pipelines. In Order No. 636, the Commission required gas pipelines
to unbundle their transportation and storage services from their sales service, so that gas
purchasers could obtain high quality firm transportation service whether they purchased
from the pipeline or another gas seller. In order to create a transparent program for the
reallocation of interstate pipeline capacity, the Commission adopted a comprehensive
capacity release program by permitting firm shippers to release their capacity to others
when they were not using it. In order to ensure that firm shippers could not reallocate
their capacity in a discriminatory manner, the Commission placed several conditions on

388 |d. PP 908-909.

389 Preventing Undue Discrimination and Preference in Transmission Service,
Order No. 890, FERC Stats. & Regs. 1 31,241, at PP 815-818, order on reh’g, Order
No. 890-A, FERC Stats. & Regs. 1 31,261 (2007), order on reh’g, Order No. 890-B, 123
FERC 1 61,299 (2008), order on reh’g, Order No. 890-C, 126 FERC { 61,228 (2009),
order on clarification, Order No. 890-D, 129 FERC { 61,126 (2009).
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the transfer of capacity: (1) the Commission prohibited private transfers between
shippers and required that all release transactions be conducted through the pipeline;

(2) the Commission imposed a ceiling on the rate the releasing shipper could charge for
the released capacity; (3) the Commission required that the capacity offered for release at
less than the maximum rate must be posted for bidding and allocated to the entity
offering the highest rate; and (4) the Commission prohibited tying the release of capacity
to any extraneous conditions so that the releasing shippers could not attempt to add
additional terms or conditions to the release of capacity.®

305. Inthe market-based rate context, the Commission has enacted regulations to
protect against concerns regarding the potential for affiliate abuse and has stated that, in
cases where affiliates are entering into market-based rate sales agreements, it is essential
that ratepayers be protected and that transactions be above suspicion in order to ensure
that the market is not distorted.*** Under Edgar, the Commission has approved affiliate
sales resulting from competitive bidding processes after the Commission has determined
that, based on the evidence, the proposed sale was not the result of affiliate preference
and was instead the result of direct head-to-head competition between affiliated and
competing unaffiliated suppliers.

306. Insum, while we find that MISQO’s proposal to permit the sharing of
interconnection capacity will promote the efficient use of the transmission system, we
have serious concerns about the manner in which MISO proposes to implement this
service and find that MISO’s proposal requires modification in order to meet the
Commission’s standards respecting transparency and to eliminate the potential for undue
discrimination. We expect that, on compliance, MISO will propose a MISO-administered

%% pipeline Service Obligations and Revisions to Regulations Governing Self-
Implementing Transportation; and Regulation of Natural Gas Pipelines After Partial
Wellhead Decontrol, Order No. 636, FERC Stats. & Regs. § 30,939, order on reh’g,
Order No. 636-A, FERC Stats. & Regs. 1 30,950, order on reh’g, Order No. 636-B,

61 FERC 1 61,272 (1992), order on reh’g, 62 FERC { 61,007 (1993), aff’d in part and
remanded in part sub nom. United Distribution Cos. v. FERC, 88 F.3d 1105 (D.C. Cir.
1996), order on remand, Order No. 636-C, 78 FERC 1 61,186 (1997). The Commission
modified these requirements in subsequent orders to accommodate market changes. See,
e.g., Promotion of a More Efficient Capacity Release Market, Order No. 712, FERC
Stats. & Regs. 31,271, at PP 24-29 (2008), order on reh’g, Order No. 712-A, FERC
Stats. & Regs. § 31,284 (2008), order on reh’g, Order No. 712-B, 127 FERC { 61,051
(2009).

%91 Boston Edison Co. Re: Edgar Elec. Energy Co., 55 FERC 61,382, at 62,167-
69 (1991) (Edgar).
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process that ensures that Net Zero Interconnection Service is offered in a manner that is
consistent with section 205 of the FPA, generators operate in a manner that respects the
rights of all market participants, and service is available on a fair, transparent and non-
discriminatory basis.

The Commission orders:

(A)  MISQO’s tariff sheets are hereby conditionally accepted, effective January 1,
2012, as discussed in the body of this order.

(B)  MISO is hereby directed to make a compliance filing within 30 days of the
date of issuance of this order modifying its proposed tariff revisions as discussed in the
body of order, other than the section discussing Net Zero Interconnection Service.

(C) MISO is hereby directed to make a compliance filing within 180 days of
the date of issuance of this order modifying its proposed tariff revisions as discussed in
the body of the section of this order addressing Net Zero Interconnection Service.

(D) MISO is directed to file in April 2013, April 2014, and April 2015,
informational reports detailing the effectiveness of the reforms approved in this order and
on compliance.

By the Commission.

(SEAL)

Nathaniel J. Davis, Sr.,
Deputy Secretary.
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The listed parties have filed motions to intervene in Docket No. ER12-309-000. A short-
name reference to a party, shown in parentheses after the full name, indicates that the
party also filed comments or a protest or is otherwise mentioned in the order.

Akuo Energy USA Inc. (Akuo)

Alliant Energy Corporate Services, Inc. (Alliant)

American Municipal Power, Inc. (AMP)

American Wind Energy Association and Wind on the Wires (AWEA and WOW)

Calpine Corporation (Calpine)

Clipper Windpower Development Co., LLC (Clipper)

Constellation Energy Commodities Group, Inc. and Constellation NewEnergy, Inc.
Consumers Energy Company

CPV Renewable Energy Company, LLC

Detroit Edison Company (Detroit Edison)
Duke Energy Corporation

EcoEnergy LLC (EcoEnergy)

Edison Mission Energy (Edison)

EDP Renewables North America LLC (EDP)

Electric Power Supply Association (EPSA)

Element Power US, LLC (Element)

E.ON Climate & Renewables North America LLC (E.ON)
Exelon Corporation

Flat Hill Windpark I, LLC (Flat Hill)

Gamesa Energy USA, LLC
Geronimo Wind Energy (Geronimo)

Iberdrola Renewables, Inc. (Iberdrola)

Integrys Energy Group, Inc.

Invenergy Wind Development LLC and Invenergy Thermal Development, LLC
(Invenergy Companies)

Juhl Wind, Inc. (Juhl)

LS Power GenCo, LLC
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Midwest Developers *
Midwest TDUs 2
MISO Transmission Owners 3

National Renewable Solutions, LLC (National Renewable Solutions)
NextEra Energy Resources, LLC (NextEra)

PNE WIND USA, Inc.

Prairie Rose Wind, LLC (Prairie Rose)

Project Resources Corporation

Public Service Electric and Gas Company, PSEG Power LLC, and PSEG Energy
Resources & Trade LLC

Renewable Energy Systems Americas, Inc.

! The Midwest Developers are the Invenergy Companies, Clipper, Edison, E.ON,
PNE Wind USA, Inc., St. Joseph Energy Center, LLC, and Element. It should be noted,
however, that E.ON was not a party to the answer.

2 Midwest TDUs consists of Madison Gas and Electric Company, Missouri Joint
Municipal Electric Utility Commission, Missouri River Energy System, and WPPI
Energy.

* The MISO Transmission Owners for this filing consist of: Ameren Services
Company, as agent for Union Electric Company, Ameren Illinois Company, and Ameren
Transmission Company of Illinois; American Transmission Company LLC; Big Rivers
Electric Corporation; Central Minnesota Municipal Power Agency; City Water, Light &
Power (Springfield, IL); Dairyland Power Cooperative; Great River Energy; Hoosier
Energy Rural Electric Cooperative, Inc.; Indiana Municipal Power Agency; Indianapolis
Power & Light Company; International Transmission Company; ITC Midwest LLC;
Michigan Electric Transmission Company, LLC; Michigan Public Power Agency;
MidAmerican Energy Company; Minnesota Power (and its subsidiary Superior Water,
L&P); Missouri River Energy Services; Montana-Dakota Utilities Co.; Northern Indiana
Public Service Company; Northern States Power Company, a Minnesota corporation, and
Northern States Power Company, a Wisconsin corporation, subsidiaries of Xcel Energy
Inc.; Northwestern Wisconsin Electric Company; Otter Tail Power Company; Southern
Illinois Power Cooperative; Southern Indiana Gas & Electric Company; Southern
Minnesota Municipal Power Agency; Wabash Valley Power Association, Inc.; and
Wolverine Power Supply Cooperative, Inc.
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Shetek Wind, Inc., Jeffers South LLC, and Allco Renewable Energy Limited (Joint

Protestors)
St. Joseph Energy Center, LLC

Wisconsin Electric Power Company
Wisconsin Public Service Corporation

Xcel Energy Services, Inc. (Xcel)
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