
 
ORGANIZATION OF MISO STATES, INC. 

Special Board of Directors Meeting  
at Westin Great Southern Hotel in Columbus, OH 

Minutes 
March 28, 2008 

 
Approved April 10, 2008 
 
John Norris, President of the Organization of MISO States, Inc. (OMS), called the March 28, 
2008 Meeting of the OMS Board of Directors to order at approximately 2:00 p.m. (EDT). The 
following board members or their proxies participated in the meeting: 
  

Randy Rismiller, Proxy for Bob Lieberman, Illinois 
Greg Server, Indiana 
John Norris, Iowa 
Jeff Johnson proxy for Mark David Goss, Kentucky 
Monica Martinez, Michigan 
Tom Pugh, Minnesota 
Jeff Davis, Missouri 
Greg Jergeson, Montana 
Jerry Lein, proxy for Susan Wefald, North Dakota (participated by phone) 
Valerie Lemmie, Ohio 
Shane Rooney, proxy for Kim Pizzingrilli (participated by phone) 
Gary Hanson, South Dakota (participated by phone) 
Dan Ebert, Wisconsin 

Absent 
Manitoba 
Nebraska 
 

Agency members participating by phone 
Rick Bertelson – Kentucky 
Angie Butcher - Michigan 
Dorothea Hives – Ohio 
Lauren Azar, Don Neumeyer – Wisconsin 
 
Others in attendance 
Paul Centolella, Jan Karlak - Ohio 

 Bill Smith, Julie Mitchell – OMS Staff 
 
 Others on the call: 
 Richard Doying - MISO 
  
The directors and proxies listed above established the necessary quorum for the meeting of at 
least eight directors being present. 
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BUSINESS 

 
1. Consideration of OMS draft comments on Module F –  Bill Smith 

Prior to discussion of the draft comments, Bill Smith brought to the directors’ attention the 
recent FERC Module F deadline change.  The Module F – market expansion – comments 
are now due at FERC April 7, 2008. 
• Mindful of this change, OMS directors requested that discussion and approval of the 

comments be revisited to allow further review and be scheduled for consideration at a 
Special Board meeting, Thursday, April 3 at 1:00 pm CDT. 
 

2. Discussion of Resource Adequacy settlement charge proposals, for both the 
market and administrative constructs – Jan Karlak, RAWG chair 
Jan Karlak provided board members a brief history of the work of the OMS Resource 
Adequacy work group (follows minutes.)  She then summarized the positions of the two 
RAWG task forces: 
• Market Based Task Force approach – chaired by Mike Proctor, Missouri 
• Administrative Task Force – chaired by Don Neumeyer, Wisconsin 
• A power point of the positions was distributed to board members (and follows minutes.) 
• On April 3 these issues will be discussed further at the SAWG meeting. 

 
After some discussion by members, a suggestion was made to consider a third proposal on 
the settlement charges at the April 15 OMS Special Board meeting in Indianapolis.  
Commissioner Paul Centolella of the Public Utilities Commission of Ohio agreed to draft this 
proposal, with the assistance of Randy Rismiller and the Demand Response work group.   
 
Board members felt that the task force outlines did not appear to be that much different. 
Discussion concluded with the directive to Ms. Karlak that the task forces flesh out their 
proposals by the April 15 meeting.  
 
Board members also discussed the need for a Special Board meeting June 18 after the 
MARC meeting in Oklahoma City.   

 
 
The meeting adjourned at 3:30 p.m. EDT 

 



“How did the OMS get to this point with Resource Adequacy?” 
A brief history 

 
2004  

• OMS Resource Adequacy and Capacity markets Working Group (RAWG) is 
organized. 

  
• February 9, 2004: 1st Joint MISO stakeholders’ Supply Adequacy Working 

Group (SAWG)/OMS RAWG Meeting/Conference call. 
 

• RESOURCE ADEQUACY AND CAPACITY MARKETS PRINCIPLES 
Drafted by the OMS RAWG --Approved by the OMS Board 03-12-04, 
included, for example 

 
Principle 4.  Set planning horizon and commitment periods to be sufficiently 
forward looking  to  allow consideration  of new capacity additions (of all fuel 
types and technologies) as resource options, while also providing mechanisms 
that allow the participation of demand response and load reduction 
 
Principle 5. Set planning and operating capacity reserve responsibilities in 
advance 
 

• Some OMS States (Michigan, Indiana, Ohio, Kentucky, and Western 
Pennsylvania) had no experience with “Planning Reserves.”  

 
(Planning reserves are an additional margin of generating capability beyond what is 
immediately needed for operating reserves.  Historically, Regional Reliabiliy 
Organizations such as MAPP and MAIN performed studies to set planning reserve 
requirements at a level typically resulting in a loss of load probability of one day in 
ten years.  In ECAR, however, the planning reserve criterion developed in the early 
70s was used to assess the regional reserve adequacy, but was not a requirement for 
individual members.) 
 
• August 6 2004:  FERC issues an order on the Midwest ISO’s Energy Markets 

Tariff, filed on 31 March 2004. FERC is “encouraged that the Midwest ISO 
is committed to developing and adopting a permanent resource adequacy 
plan through the stakeholder process.” ¶ 396: “We view Module E as a 
transition mechanism to bridge the gap between market startup and the 
implementation of a permanent Resource Adequacy Requirement plan.” 

 
The original Resource Adequacy Principles, adopted March 12, 2004, anticipated a 
separate capacity (ICAP) market in MISO,  
 

but changes occurred: 
 



 
2005 
 
√ The Energy Policy Act 2005 does not authorize the Energy Reliability 
Organization (ERO) nor the Federal Energy Commission (FERC) to order 
construction of additional generation or transmission capacity or to set and enforce 
compliance with standards for adequacy or safety of electric facilities or services, the 
Savings Provisions of Section 1211( i )of that law states that nothing in this section 
shall be construed to preempt any authority of any States to take action to ensure the 
safety, adequacy, and reliability of electric service within that State. 
 
√ Installed capacity market designs in ISO New England and  PJM are 
challenged by the States, 

  
√ MISO decides to develop an “energy only market” 
 
 
2006 
 

• May 2006 - The OMS Board, through a special regional technical conference 
and follow-up discussions, has reviewed the resource adequacy plans and/or 
implementation activities for separate capacity markets or energy-only 
markets (that include the cost of capacity) in PJM, the New York ISO, ISO 
New England, ERCOT, and MISO as well as the traditional regional reserve 
sharing model used in MAPP 

 
• June 2006 – The OMS Board, meeting in Columbus, Ohio, continues to 

support the use of enforceable planning reserves, as well as the prospect of 
reviewing OMS States’ implementation of demand response, smart metering, 
and local load control technologies to avoid scarcity pricing and insufficient 
long-run reserve margins. 

 
• The Midwest ISO files a Resource Adequacy Plan June 6, 2006, at FERC for 

a permanent approach to resource adequacy to consider the views of 
applicable state regulators and the OMS and stakeholders and to include a  
provision for a Phase II Long-term  Adequacy Plan to be filed in 2007. 

 
 
2007 
 

• February 8, 2007 - The OMS Board adopts a  Resource Adequacy Resolution 
initiated by Commissioners from Minnesota and North Dakota, with decisive 
input by the new OMS Board President Michigan Commissioner Laura 
Chappelle, as a first step for the OMS States to address collectively "enforceable 
planning reserve requirements “ for reliability in MISO,  particularly during the 
Summer months when peak load could approach the 1-event-in-10-year peak. 
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• Only one Commission Staff representative from Illinois, the other retail choice 

State in MISO besides Michigan, Ohio and Pennsylvania personally voiced  an 
objection to  the Resolution, expressing the opinion that the  market should be 
depended upon to produce sufficient generation to make the system reliable. 

 
• May 10, 2007 OMS Board approves “Revised Resource Adequacy Principle, 

including -  
 

o Forward planning reserve enforcement mechanism should  become 
effective no later than June 2008 to help ensure resource adequacy in 
the transition to Phase II of the MISO Long-term Resource Adequacy 
Plan (Principle #7) 

 
• Long-term capacity and demand response resources – OMS does NOT 

endorse a separate ICAP market at MISO, and is skeptical that price 
signals alone will produce the desired and timely long-term development 
of capacity and demand resources’ 

 
• Reliability – OMS endorses Regional Entities’ proposing that load 

serving entities meet planning reserve margins based on loss-of-load 
expectation of one event in 10 years (LOLE), 

   
• Enforcement of Resource Adequacy Standards –OMS believes the 

consequences of capacity deficiencies should target the parties at fault. 
 

• July 9, 2007 – The OMS RAWG began work on revisions to Module E in the 
MISO Tariff by introducing a DRAFT Long-term Resource Adequacy Plan 
Straw proposal to the SAWG stakeholders.  The OMS Commissioners and the 
RAWG took a leadership role in drafting those revisions.  The Revised 
Module E was filed by MISO at FERC December 28, 2007. 

 
2008 
 

• The OMS conducts a Survey among the stakeholders of the MISO SAWG to 
determine those stakeholders attitudes toward creating either 

  
o  (a) “administratively-set “ cost-based settlement charge for LSE that 

has insufficicnt planning reserves or a  
 

o (b)“market-based settlement charge 
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HERE ARE THE RESULTS OF THAT RECENT RAWG SURVEY: 
 
For a Cost Based Deficiency Charge using a simple Combustion Turbine- 
 
4 strongly agree ,12 agree, 0 not sure, 4 disagree, 3 strongly disagree 

 
For a capacity auction on a MISO administered bulletin board aiding in the development 
of a Market Based Deficiency Charge 
 
 3 strongly agree, 4 agree, 6 not sure, 5 disagree, 7 strongly disagree 
 

(There were 25 returns on time (1 end-use customer, 1 power marketer, 10 
vito/msat, 3 consumers, 8 tdu/muni/coop, 2 Independent Power Producer) 

 
 
 
 



Resource Adequacy Working Group
Update

Progress Reports from the
“Market-Based” Task Force

and the
“Administrative” Deficit Settlement Task Force

March 28, 2008



OMS RAWG
“Market-Based” Task Force

Update

Mike Proctor
March 28, 2008
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Report Components

Task Force Objectives

Task Force Activities

Task Force Update
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A. Task Force Objectives

Interaction with SAWG
Understanding SAWG Proposals through 
discussions with Dynegy and Duke Energy
Discussing Issues at ongoing SAWG meetings
Recommending Changes at SAWG Meetings 
subject to OMS Board Approval

Presentations to OMS Board – April 15
Summary of Alternative Proposals
TF Recommendation on Best “Market-Based” 
Proposal
Pros and Cons
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B. Task Force Activities

March 19: Set up TF at RAWG Meeting
TF Core Members:  Mike Proctor; Randy Rismiller; Bill Bokram; Rob Mork; and 
Cathy Cole; 
All RAWG members invited to join either as a core member or on and ad hoc 
basis: e.g., both KY and WI staff have joined the core members in calls 
Sent out draft 1 of summaries for Dynegy and Duke Energy

March 21: Teleconference Call With TF Members
Reviewed and redrafted summaries of Dynegy and Duke Proposals
Added questions for discussion, both clarifying questions and issues

March 24: Teleconference Call With Dynegy and Duke
Discussed proposals and questions with Dynegy and Duke
In the process of writing up responses to questions

Next Steps
Review responses to questions and formulate additional questions
Teleconference call with Dynegy and Duke for April 2
Present brief report at April 3 SAWG meeting
Continued participation in SAWG meetings
Work on Presentation for OMS Board April 15 meeting
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C. Task Force Update

The so-called “market-based” approaches require an 
administratively determined Cost of New Entrant (CONE) that is 
used as a basis for charges to deficient LSEs

The “Market-Based” and Administrative Task Forces will coordinate, 
particularly on details related to charges to deficient LSEs.
There will not be two different TF proposals for determining CONE

The “market-based” approaches differ from the administrative 
approaches in two respects:

Includes a process (called resource clearing process) for acquiring 
resource commitments needed to fill in deficient megawatts = capacity 
needed to meet reserve requirement of LSE – capacity committed by 
LSE to meet reserve requirements.
Allocates a portion of revenues from charges to deficient LSEs to give 
back to those providing the megawatts to make up the deficiency.

Final Note:  The “Market-based” TF will also work on 
The relationship between the proposed resource clearing processes 
and existing bilateral capacity markets; 
The concept that the proposed resource clearing processes send 
relevant price signals (i.e., generators vs. load); and
The concerns regarding market monitoring



OMS RAWG
“Administrative” Deficit 
Settlement Task Force

Update
Don Neumeyer
March 28, 2008
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Task Force Objectives
“Administrative” will match Market Based in 

parallel operations:
Interaction with SAWG

Understanding SAWG Proposals through 
discussions with Dynegy and Duke Energy
Discussing Issues at ongoing SAWG meetings
Recommending Changes at SAWG Meetings 
subject to OMS Board Approval

Presentations to OMS Board – April 15
Summary of Alternative Proposals
TF Recommendation on Best “Administrative-
Based” Proposal
Development of an Advantages and Disadvantages 
instrument for comparison of Administrative vs. 
Market Based
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Task Force Activities

March 19: Set up TF at RAWG Meeting
TF Core Members:  Don Neumeyer lead, Parveen Baig, Jerry Lein, Rob Mork, 
Bill Bokram, Burl Harr, Laura Cvengros, and Cathy Cole; 
All RAWG members invited to join either as a core member or on and ad hoc 
basis:  Several members may contribute information to both teams.

Some emails with detail reference material sent to Don on Cost of 
New Entry (CONE) in other RTOs and before FERC in cases

Type of unit, location, size, alternative resources
Don contacted Mike to coordinate the work

The existing SAWG proposals are a Hybrid of “administrative” and “market” 
based

March 24: Teleconference Call With Dynegy and Duke
Discussed proposals and questions with Dynegy and Duke
Members of both teams on the call

Next Steps
Summarize the administrative (CONE) information for dispersal to the team members
Prepare a document to summarize the advantages and disadvantages of each technique
Determine if a “hybrid” is a viable alternative approach



Discovery Items as of March 24 - DGN notes
Market Based

Market Power may be 
difficult to determine for one 
month over what zone

High volatility should push 
LSE’s and generators toward 
bi-laterals

Can be expensive to 
administer

Very responsive to monthly 
variations

Administrative Based
CONE

Some claim a simple gas 
peaker’s installed cost can 
be difficult to determine, 
others don’t agree.
Stable and predictable for 3 
years giving clear planning 
signals and revenue 
stream

CONE needed any way for 
any mitigation determined 
on a market based charge

Will not be responsive on a 
monthly basis 10
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