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      )  
Midcontinent Independent   )  Docket No. ER17-284-000  
System Operator, Inc.   ) 
      ) 
 

COMMENTS OF THE ELECTRIC POWER SUPPLY ASSOCIATION 

 

 Pursuant to Rule 212 of the Federal Energy Regulatory Commission’s (“FERC” 

or the “Commission”) Rules of Practice and Procedure, 18 C.F.R. § 385.212 (2016), the 

Electric Power Supply Association (“EPSA”)1 respectfully submits comments regarding 

the November 1, 2016 filing by Midcontinent Independent System Operator, Inc.  

(“MISO” or the “ISO”) to propose a new Module E-3, and corresponding changes to 

Modules A, D, and E-1, to its Open Access Transmission, Energy and Operating 

Reserve Markets Tariff (“Tariff”), filed pursuant to Section 205 of the Federal Power Act 

(“FPA”).2  The proposal, the Competitive Retail Solution (“CRS”), revises the Tariff to 

establish a Forward Resource Auction (“FRA”) in order to address the resource 

adequacy needs of Competitive Retail Areas (“CRAs”) in MISO, notably Zone 4 in 

Illinois and Zone 7 in Michigan.  The filing states that the FRA is based on forward 

                                                           
1  EPSA is the national trade association representing leading competitive power suppliers, 

including generators and marketers.  Competitive suppliers, which collectively account for 40 percent of 

the installed generating capacity in the United States, provide reliable and competitively priced electricity 

from environmentally responsible facilities.  EPSA seeks to bring the benefits of competition to all power 

customers.  This pleading represents the position of EPSA as an organization, but not necessarily the 

views of any particular member with respect to any issue.  EPSA filed a doc-less Motion to Intervene in 

this proceeding on December 1, 2015. 
2  Midcontinent Independent System Operator, Inc., Proposed Competitive Retail Solution in New 

Module E-3 and Corresponding Tariff Revisions (the “Filing”), Docket No. ER17-284-000 (November 1, 
2016). 
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capacity market constructs in the organized markets with retail choice;3 however, that is 

not the case as the FRA does not include necessary elements of a good capacity 

market design.  While utilization of a downward sloping demand curve and a forward 

procurement are improvements over the existing resource adequacy procurement 

construct in MISO, the CRS proposal is still missing fundamental capacity market 

principles, including: (1) mitigation of buyer side market power, (2) participation of all 

supply and demand resources, and, (3) the commitment to participate in the FRA for a 

sustained period of time (i.e., five years, without the ability to toggle in and out of the 

FRA year over year).4  As a result, EPSA does not believe the proposed construct will 

result in new competitive investment in the CRAs, instead it will only result in 3-year 

ahead commitments being acquired from existing resources. 

 EPSA, therefore, conditionally supports the CRS because the three-year ahead 

component addresses MISO’s concern about capacity shortages as early as 20185 by 

allowing for forward procurement of competitive resources.  However, the other 

improvements identified in MISO’s filing, including use of a downward sloping demand 

curve, are undermined by a flawed design marred by the defects noted in the preceding 

paragraph and which precludes implementation of a functional capacity market that 

sends appropriate signals for new investment and retirement.  Therefore, the 

Commission should approve the CRS mechanism and direct MISO and its Independent 

Market Monitor (“IMM”), assisted by outside consultants if necessary, to conduct a post-

                                                           
3  Filing at p. 6.  
4  See Motion for Leave to Intervene and Protest of the Electric Power Supply Association (“EPSA 

2011 MISO Comments”), Docket Nos. ER08-394, et al., September 15, 2011.  
5  Tab F, OMS-MISO Resource Adequacy Survey. 
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implementation analysis of the First Interim FRA results to assess whether the CRS 

proposal performed sufficiently and to recommend improvements, such as those noted 

herein.  Pursuant to that assessment, MISO should develop and file recommended 

changes to the design to FERC which address all concerns, problems or shortcomings 

prior to running the subsequent Interim FRAs as scheduled in late summer/fall 2018.  

This is critical to allow for sound market design and efficient price formation by ensuring 

that the three “catch-up” auctions are not similarly conducted pursuant to a set of tariff 

provisions that does not produce an efficient outcome.  Additionally, it is incumbent on 

MISO to develop a viable, fully functional centralized forward capacity market for its 

competitive zones in order to attract the investment necessary to reliably serve retail 

choice customers.  Getting the design and efficacy of this mechanism correct is critical 

for the entire MISO market, as the CRS impacts, and is impacted by, the existing 

Planning Resource Auction (“PRA”) utilized in the rest of the ISO due to the parameters 

and requirements of the FRA, including lack of clarity as to how resources outside of the 

CRAs may participate in the FRA.   

Therefore, EPSA urges the Commission to approve the CRS mechanism with the 

condition that the ISO assess and report on its efficacy so that necessary design 

modifications are made and approved to allow MISO, like the eastern ISOs/RTOs, to 

rely on a true forward capacity market structure which allows generators a reasonable 

opportunity to recover their costs and a fair return on their investments.6 

  

                                                           
6  Bridgeport Energy, LLC, 113 FERC ¶ 61,311 at P 29 (2005); see also, e.g., Price Formation in 

Energy and Ancillary Servs. Mkts. Operated by Reg’l Transmission Orgs. & Indep. Sys. Operators, 153 
FERC ¶ 61,221 at P 2 (2015). 
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I. BACKGROUND   

 
Development of the proposed new Module E-3 began in early 2015,7 as MISO 

undertook an assessment of resource adequacy processes and explored areas that 

could be improved.  Working with stakeholders, MISO determined that its current 

Planning Resource Auction (“PRA”) construct is unable to produce efficient or timely 

price signals for competitive retail areas that depend on market price signals to incent 

both adequate capital investment to maintain existing merchant facilities and new 

resource investment.  Due to the fact that many of the MISO States have retained 

traditional retail regulation over their vertically integrated utilities and are not supportive 

of competitive suppliers, those States do not depend on wholesale market price signals 

for generation resource investment as they have retained authority over resource 

adequacy planning processes to meet load obligations of in-state Load-Serving Entities 

(LSEs).  MISO determined that no changes to the current PRA construct are warranted 

for States that regulate utilities on a traditional basis.  

However, for jurisdictions that have implemented retail choice and in which no 

State or local authority has jurisdiction over long-term resource planning, MISO 

identified the need for a new structure to offer forward market visibility and establishes 

on an appropriate price signal accomplished in part via a downward-sloping demand 

curve.  Hence, MISO proposes the current resource adequacy back stop mechanism, 

the Competitive Retail Solution, designed to narrowly fit the needs of the two retail 

                                                           
7  See Filing at p. 4.  
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choice jurisdictions in the ISO – Local Resource Zones 4 and 7.  According to MISO, 

key improvements provided by CRS include:8 

(1) A new, voluntary Forward Resource Auction to procure capacity three 
years in advance of the Planning Year in order to improve market 
transparency by providing forward price signals to inform investment 
decisions of existing, new and demand-side supply resources. 

(2)  A variable, downward sloping demand curve that will reduce price 
volatility and reflect the value of sustained reliability. 

(3) Bright-line participation guidelines for demand subject to the CRS, and 
“reasonable exemptions from CRS participation, if necessary, to 
prevent the possibility of uneconomic market outcomes.”9 

(4) A Prevailing State Compensation Mechanism (“PCSM”) “to provide an 
alternative method for demonstrating long-term resource adequacy 
outside of the FRA process.”10 

(5) A Forward Fixed Resource Adequacy Plan (“FFRAP”) “that will allow 
entities to continue to demonstrate capacity commitments without 
participating in MISO’s auction process.”11 

(6) A transitional auction schedule to allow the first FRA to occur for the 
2018/2019 Planning Year in order to address future capacity shortages 
that may occur in that timeframe. 

Notably, and as discussed below, certain of these “improvements” are not in fact 

improvements as they perpetuate flaws in the current rudimentary resource adequacy 

construct in MISO, particularly mechanisms like the FFRAP or PCSM which allow 

resources and demand to toggle in and out of the auctions, or participate on only a 

partial basis.  

  

                                                           
8  Id., at pp 5-6. 
9   Id., at pp 5-6. 
10  Id., at p 6. 
11  Id., at p 6.  
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II. COMMENTS 

a. Summary 

EPSA believes that MISO needs to ensure that any capacity market or resource 

adequacy construct enhances efficient price formation while procuring sufficient long-

term resource adequacy in the region.  While EPSA understands that this MISO 

proposal addresses only specific competitive retail zones, representing just a portion of 

the total MISO capacity, this type of “partial construct” poses challenges since only 

some of MISO’s load – or even the relevant Zones’ load – is participating, where in the 

other organized markets all of the load participates. This is a fundamental flaw which 

undermines the ability of the construct to result in meaningful price signals for new 

investment.  The MISO CRS proposal is in fact a partial mechanism designed to 

address a small carved-out portion of the ISO system; only 10.3 GWs of load out of 136 

GWs of total load in MISO will be participating.  And yet, the interplay between the 

newly proposed FRA for a slice of MISO, and the existing PRA in the traditionally 

regulated retail zones, creates impacts on the rest of MISO in the effort to address 

these competitive areas.    

Another grave concern is that several of the CRS elements listed above are 

designed to accommodate alternative State resource adequacy approaches, belying the 

notion that the CRS construct is a capacity market styled after those in the eastern 

ISO/RTO regions.  Additionally, certain fundamental design elements of centralized 

forward capacity markets are missing entirely from the CRS proposal, including the 

required participation of both supply and demand in the Zone, an allowance for self-

supply only for terms of five years or longer, and protection against buyer side market 
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power which can cause artificial price suppression, all of which dampen and distort the 

very forward price signals the CRS is intended to create.  With certain fundamental 

features missing entirely, and others altered to accommodate traditionally regulated 

resource adequacy constructs, the CRS will not send appropriate price signals for new 

investment or economic retirements.  Instead, the result will be limited to procuring 

resources three years ahead.   

If the Commission views the CRS is a necessary step forward from the 

rudimentary and inadequate resource adequacy mechanisms currently in place in 

MISO, in order to protect against imminent capacity shortfalls, then the CRS should be 

approved by the Commission as a backstop mechanism to better address long-term 

resource adequacy in those Zones.  However, the Commission should direct MISO to 

analyze the results of the CRS mechanism upon completion of the first FRA, submit 

such findings to the Commission, and develop design modifications that result in a 

competitive, centralized forward market design.  Such a mechanism, truly modeled after 

the markets in PJM, New England and New York, would ensure both resource 

adequacy in the long term and efficient price formation for the MISO market. 

b. Principles of Functional Centralized Forward Capacity Markets 

The regional organized wholesale electricity markets have extensive experience 

and lessons learned regarding the elements and design necessary for a well-functioning 

centralized capacity market structure.  At a minimum, the following elements are 

necessary:   

(1) A means of forecasting expected electricity consumption at a future 
period of time, plus establishment of an appropriate reserve margin;  
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(2) Establishment of an auction process whereby potential suppliers of 
capacity offer to provide the same capacity product at a given location in 
the forward period, typically three years ahead of time;  

(3) Appropriate mitigation of both buyer-side and seller-side market power;  

(4) A market clearing mechanism, such as a sloped demand curve, that 
establishes the lowest cost suite of resources necessary to reliably 
operate the transmission system; and,  

(5) Procurement of capacity sufficient to operate the transmission system, 
considering the physical constraints of the system.     

With these elements in place, the market fosters competition among potential capacity 

resources so that consumers benefit from robust competition and the lowest cost for 

long-term resource adequacy.12  EPSA asserted these principles to the Commission 

over five years ago, in 2011, regarding MISO’s initial capacity market proposal.13  At 

that time, EPSA urged the Commission to direct MISO to develop a market structure 

that would meet the principles of a well-functioning centralized capacity market.  

However, MISO’s resource adequacy plan implemented in 2012 retained three flaws 

which EPSA urged the ISO and the Commission to correct:  

(1) The auction should be three years forward at a minimum, rather than 
only two months forward;  

(2) The ability to “opt-out” based on self-scheduling allowances under the 
guise of a Fixed Resource Adequacy Plan (“FRAP”) should be 
eliminated from MISO’s proposal, or, if retained, should be much more 
restrictive; and,   

(3) The proposal’s buyer-side mitigation plan should be significantly altered, 
especially given the recent concerns with buyer-side market power in 
ISO-NE and PJM.14 

                                                           
12  See generally, Comments of the Electric Power Supply Association, Centralized Capacity 
Markets in Regional Transmission Organizations and Independent System Operators, Docket No. AD13-
7-000 (filed January 8, 2014).  For a discussion of essential market elements, see pp 24-35 responding to 
post-technical conference questions on market design elements. 
13  See generally, EPSA 2011 MISO Comments. 
14  Id., at p.2. 
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While the current CRS proposal adopts the three years forward structure, two of the 

previous flaws remain in the proposed structure.  Consequently, despite progress the 

MISO CRS proposal still lacks the full suite of design elements necessary to represent a 

well-functioning centralized capacity market.  

c. Improvements of the CRS Proposal 
 

While the CRS proposal does not represent a robust, competitive forward 

capacity market, it is a step forward which may serve as a resource adequacy backstop 

mechanism for MISO’s Competitive Retail Areas to address capacity shortfalls expected 

in 2018.  Certainly, the inclusion of a three-year forward commitment similar to that in 

PJM and ISO New England provides forward looking, more transparent price signals 

that can account for ongoing resource changes.  Additionally, a downward sloping 

demand curve provides a variable reliability target for the competitive retail demand 

subject to the Forward Resource Auctions.  Consistent with the best practices of well-

functioning capacity markets, EPSA appreciates that the CRS proposal relies on a 

downward sloping demand curve.  However, this improvement is marred by its limited 

effectiveness as it does not apply to the entirety of the MISO market, only Zones 4 and 

7.  Moreover, even the load in those two zones is subject to materiality thresholds and 

excludes non-retail choice demand such as municipals and coops, effectively 

undermining the effectiveness of the entire construct.  

Despite the limited nature of the CRS proposal as a forward capacity market for 

the ISO, the CRS proposal seeks to provide a resource adequacy backstop mechanism 

for the competitive zones in MISO.  This addresses the 2018 problem.  Therefore, while 

the CRS may be needed in the immediate term, EPSA still has major concerns about 
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the proposal, how MISO will ensure efficient price formation, and whether MISO will be 

able to procure sufficient capacity over the long-term in its market.  

d. Flaws in the CRS Proposal That Must Be Addressed by MISO 
 

EPSA appreciates that MISO has attempted to resolve previous concerns over 

allowances for PRA participation by both load and capacity resources – including 

somewhat limiting the ability to toggle in and out of the auctions on a year to year basis 

– that distort the effectiveness of that mechanism.   In order to address resource 

participation from regulated capacity outside of Zones 4 and 7, MISO has included 

provisions in the CRS which establish the following: 

(1) Offer requirements for LSEs outside of Competitive Retail Areas to 
demonstrate their own capacity sufficiency for two years before offering 
excess capacity in to the CRS FRA.  

(2) A rolling Must-Offer requirement for resources outside the CRA Zones such 
that, if that resource clears a FRA, it has an obligation to offer in the next 
FRA on an ongoing basis, subject to notification requirements to end its 
Capacity Resource participation.15 

While these two conditions may be an improvement with respect to regulated sellers, 

these limitations are not sufficient to protect the integrity of a competitive capacity 

procurement mechanism, much less a functional forward capacity market.  Therefore, 

addressing these soft opt-in and opt-out parameters which distort the prices and results 

of a competitive market is critical to the development of a new proposal to replace a 

CRS backstop mechanism for the two Zones facing shortfalls due to their retail 

regulatory structure. 

Similar to the restrictions in PJM used for those resources that elected the Fixed 

Resource Requirement (“FRR”) as an option to opt-out of PJM’s Base Residual Auction, 

                                                           
15  See Filing at pp, 35-37. 
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EPSA believes that those Planning Resources which invoke the use of the newly 

established Forward Fixed Resource Adequacy Plan (“FFRAP”) should not participate 

in any MISO FRAs for a period of five years once reliance on a FRAP or FFRAP to opt 

out of an auction is invoked.  Reliance on a FFRAP should require full self-supply for all 

capacity requirements; no partial participation should be allowed.  Additionally, LSEs 

that utilize the FFRAP should be required to demonstrate resource adequacy for a 

minimum of the next five years, and should be restricted from selling excess capacity 

into the CRS.  This is consistent with EPSA’s position on this issue when it commented 

on the 2011 proposal.16  EPSA believes that those resources used as part of a FRAP in 

the PRA, or a FFRAP in the FRA, demonstrate the LSE’s preference to stay out of 

competitive auctions. Therefore, the LSE should not have the option to toggle in and out 

of the FRAs while it has a long-term pricing opportunity available to itself.  Once an LSE 

elects to opt-out, there should not be an open opportunity to opt back in based solely on 

economic opportunity.   

The MISO CRS proposal maintains options to not participate in the FRA under 

either a Forward FRAP or Prevailing State Compensation Mechanism.  Such opt-outs 

are fatal to a competitive market and perpetuate the problems with the current resource 

adequacy construct.  Hence, if in place short term in order to transition to a full forward 

competitive market, these opt-outs must be structured to mirror FRR in PJM.   Like 

FRR, resources17 that have used the FRAP in MISO’s FRA should not have the 

                                                           
16  See EPSA 2011 MISO Comments. 
17  EPSA would also note that Planning Resources previously used in FRAP which are subsequently 

leased or sold to another unaffiliated third-party will not be subject to the FRA five-year moratorium on 

participation as required under the points specified immediately above. 
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opportunity to opt-in to, or toggle in and out of, the FRA, unless they are willing to 

remain out of the auction for five years.     

Additionally, the MISO proposal does not include a MOPR for new and existing 

resources similar to other organized markets that have adopted more sufficient capacity 

market provisions such as PJM, NYISO and ISO-NE.  As the Commission has long 

affirmed, centralized capacity markets “will not be able to produce the needed 

investment to serve load and reliability if a subset of suppliers is allowed to bid 

noncompetitively to suppress market clearing prices.”18  This is no less true for MISO’s 

resource adequacy backstop mechanism, or a forward capacity market which must be 

developed for long-term reliability.  Therefore, EPSA believes it is imperative that MISO 

establish buyer side market mitigation as has been approved for other markets.19  

MISO’s reliance on the Brattle Report as conclusory that the competitive zones do not 

have a material number of buyers is misplaced, as attested to MISO’s 

acknowledgement that both stakeholders and the MISO IMM expressed significant 

concern over Brattle’s assessment of buyer side market power during the development 

of the resources adequacy backstop mechanism.20  A MOPR is necessary in order 

guard against regulated and subsidized supply which, already being compensated via 

                                                           
18  PJM Interconnection, L.L.C., 128 FERC ¶ 61,157 at P 90 (2008). See also, e.g., New York Indep. 
Sys. Operator, Inc., 122 FERC ¶ 61,211 at P 103 (“NYISO”) (“Markets require appropriate price signals to 
alert investors when increased entry is needed. By allowing net buyers to artificially suppress prices, 
these necessary price signals may never be seen.”), on reh’g, 124 FERC ¶ 61,301 (2008), on reh’g, 131 
FERC ¶ 61,170 (2010), on reh’g, 150 FERC ¶ 61,208 (2015). 
19  See PJM Interconnection, L.L.C., 117 FERC ¶ 61,331 at PP 106-07 (2006) (“December 2006 

Order”), on reh’g, 119 FERC ¶ 61,318, on reh’g, 121 FERC ¶ 61,173 (2007). See also, e.g., ISO New 
England Inc., 135 FERC ¶ 61,029 at PP 165-66 (2011), on reh’g, 138 FERC ¶ 61,027 (2012); NYISO, 
122 FERC ¶ 61,211 at PP 100-06. 
20  Filing at p. 26. 
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bundled retail rates or an out of market payment, can participate in the FRA in a manner 

which suppresses the price, and is and has been a particular concern in MISO.  

 

 

III. CONCLUSION 
 

For the aforementioned reasons, EPSA conditionally supports the CRS proposal 

as a step forward to ensure resource adequacy in the near term.  Therefore, EPSA 

urges the Commission to approve the CRS mechanism with the condition that the ISO 

assess and report on its efficacy to ensure that necessary design modifications are 

made and approved so that MISO, like the eastern ISOs/RTOs, will develop and rely on 

a true forward capacity market structure that includes all necessary elements for such a 

market mechanism, thereby allowing generators a reasonable opportunity to recover 

their costs and a fair return on their investments and ensuring customers are reliably 

and cost-effectively served. 

       

 

____// s //___________ 
Nancy Bagot 
Senior Vice President 
Jack Cashin 
Director, Regulatory Affairs 
Electric Power Supply Association  
1401 New York Ave., NW, Suite 1230 
Washington, DC, 20005   

     

     On behalf of the Electric Power Supply Association.  

 

Date: December 14, 2016  
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CERTIFICATE OF SERVICE 

 
 

I hereby certify that I have served a copy of these comments upon each person 

designated on the official service lists compiled by the Secretary in these 

proceedings. 
 
 

Dated at Washington, D.C. this 14th Day of December, 2016. 
 
 
      _____________// s //____________ 

Nancy Bagot 
Senior Vice President 
Electric Power Supply Association  
1401 New York Ave., NW, Suite 1230 
Washington, DC, 20005   

 
 
 
 


