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WASHINGTON, D.C. 20426

November 20, 2012

In Reply Refer To:

Midwest Independent Transmission
System Operator, Inc.

Docket No. ER11-4185-000

Midwest Independent Transmission System Operator, Inc.
720 City Center Drive
Carmel, IN 46032

Attention:  Michael Kessler, Senior Corporate Counsel
Reference:  Third Annual Recalculation of Cost of New Entry Value
Dear Mr. ller:

1. On August 1, 2011, as amended August 3, 2011, Midwest Independent
Transmission System Operator, Inc. (MISO) submitted a section 205 filing to recalculate
the cost of new entry (CONE) value, to be effective June 1, 2012 through May 31, 2013.
The filing is made in compliance with the Commission requirement to calculate the
CONE annually beginning on August 1, 2009," to become effective the following
Planning Year, as specified in section 69.3.8.b of Module E (Resource Adequacy) of
MISO’s Open Access Transmission, Energy and Operating Reserve Markets Tariff
(Tariff).? As discussed below, we will accept MISO’s proposed CONE value, but require
an additional compliance filing.

! Midwest Indep. Transmission Sys. Operator, Inc., 125 FERC { 61,060, at P 75
(2008); reh’g denied, Midwest Indep. Transmission Sys. Operator, Inc., 127 FERC
161,054, at P 37 (2009).

2 MISO, FERC Electric Tariff, Fourth Revised Volume No. 1.
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2. This filing represents the third recalculation of the CONE value. The CONE value
IS used as the basis for a Financial Settlements Charge that is assessed on Load Serving
Entities (LSESs) that are deficient in meeting their Resource Adequacy Requirement
obligations.

3. The Commission accepted the initial MISO estimated CONE value, as well as its
monthly assessment proposal, on April 16, 2009, to be effective June 1, 2009.% In that
order, the Commission found that MISO’s estimated annual CONE value of
$80,000/MW was just and reasonable. The Commission further found that MISO’s
methodology and its assumptions were consistent with industry practice and were just
and reasonable.” On rehearing of that determination, the Commission affirmed that the
assumptions and methods used by MISO and the Market Monitor for developing the
estimate of CONE value were reasonable.” The Commission also accepted the annual
update of the estimated CONE value filed by MISO on July 31, 2009, to be effective
June 1, 2010,° and the subsequent update filed by MI1SO on August 2, 2010 to be
effective June 1, 2011."

4. In the instant filing, MISO proposes that the annual CONE value for the 2012 —
2013 Planning Year commencing June 1, 2012 be set at $95,000 per MW. This CONE
value is based on analysis by the Market Monitor in the 2010 State of the Market Report
and analysis by MISO of the costs associated with a conventional combustion gas turbine
generation unit. MISO used a net present value analysis to determine the appropriate
CONE value that incorporates capital and operating and maintenance cost data supplied
by the Energy Information Agency and financial factors and assumptions comparable to
those used by other RTOs in the development of CONE estimates. MISQO’s analysis
concurred with that of the Market Monitor and MISO concluded that the estimated
CONE for a new combustion turbine generation resource in the MISO region is
approximately $95,570/MW-year. For administrative convenience, MISO is proposing
that the annual CONE value be rounded down from $95,570 to $95,000/MW-year.

3 Midwest Indep. Transmission Sys. Operator, Inc., 127 FERC { 61,054, at
PP 140-148 (2009).

*1d. PP 140-141.

> Midwest Indep. Transmission Sys. Operator, Inc., 137 FERC { 61,213, at P 34
(2011).

® Midwest Indep. Transmission Sys. Operator, Inc., 135 FERC { 61,082 (2011).
" Midwest Indep. Transmission Sys. Operator, Inc., 137 FERC { 61,152 (2011).
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5. MISO considers using a CONE value of $95,000 per MW-year to establish the
Financial Settlement Charge for each month that an LSE is deficient be just and
reasonable, in part, because MISO’s market for capacity requires that capacity costs be
recovered during a relatively short time period, often only one month during the Summer.
Also, unlike other RTOs where the CONE value is charged to parties to represent the
actual cost of capacity, in MISO the CONE value does not set capacity prices; rather, the
CONE value establishes the level of deficiency penalties that will be charged to any LSE
that is capacity deficient. For these reasons, MISO considers it appropriate to base its
monthly deficiency charge on the annual CONE value of $95,000 per MW-year in order
to encourage compliance with Module E requirements.

6. Notice of MISO’s August 1, 2011 Filing was published in the Federal Register,
76 Fed. Reg. 154 (2011), with interventions or protests due on or before August 22, 2011.
Timely motions to intervene were filed by Exelon Corporation; Detroit Edison Company;
Ameren Services Company; American Municipal Power, Inc.; Wisconsin Electric Power
Company; and Xcel Energy Services, Inc. MidAmerican Energy Company
(MidAmerican) filed a timely motion to intervene and comment. A motion to intervene
out-of-time was filed by Consumers Energy Company. On September 2, 2011, MISO
submitted an answer.

7. Pursuant to Rule 214 of the Commission’s Rules of Practice and Procedure,
18 C.F.R. § 385.214 (2012), the timely, unopposed motions to intervene serve to make
the entities that filed them parties to this proceeding.

8. Pursuant to Rule 214(d) of the Commission’s Rules of Practice and Procedure,
18 C.F.R. § 385.214(d) (2012), the Commission will grant the late-filed motion to
intervene of Consumers Energy Company given its interest in the proceeding, the early
stage of the proceeding, and the absence of undue prejudice or delay.

9. Rule 213(a)(2) of the Commission’s Rules of Practice and Procedure, 18 C.F.R.
§ 385.213(a)(2) (2012), prohibits an answer to a protest or answers unless otherwise
ordered by the decisional authority. We will accept MISO’s answer because it has
provided information that assisted us in our decision-making process.

10.  MidAmerican asserts that MISO needs to revise its Tariff to reflect the change in
the effective period of the CONE value to the 2012 - 2013 Planning Year, commencing
onJune 1, 2012.

11.  Inits answer, MISO agrees with MidAmerican that its Tariff needs to be revised
to reflect that the CONE value is applicable to the 2012 - 2013 Planning Year,
commencing on June 1, 2012.
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12. We accept the proposed CONE value for the 2012 - 2013 Planning Year. Based
on the analysis undertaken by MISO and the Market Monitor, we consider the proposed
annual CONE value of $95,000 per MW to be reasonable. As MISO notes, the proposed
CONE value approximates the $95,570/MW-year estimated cost of a new combustion
turbine generation resource.® We agree with MidAmerican that the MISO Tariff needs to
be revised to reflect the new effective date for its proposed CONE value. We direct
MISO to submit this revision within 30 days of the date of this order.

By direction of the Commission.

Nathaniel J. Davis, Sr.,
Deputy Secretary.

® MISO August 3, 2011 Errata Filing at 4.



