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The Midwest ISO is focused on value creation —
transmission IS a common enabler and value driver

Benefit by Value Driver?!

(in $ millions)

$669-$752

263-$394

Market —
Commitment
and Dispatch

» Dispatch of Energy
($210 - $264)

» Unloaded Capacity
($199 - $213)

» Regulation
($184 - $194)

» Spinning Reserves
($76 - $81)

Reliability
Enhancement
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Annual
Midwest ISO
Cost Structure

682-$896

Net Benefits

Energizing the Heartlan
e leigures shown reflect annual benefits and costs for 2009

$528-$662

_ $1,210-$1,558

Benefits Driven
By Load / Supply
Balance

» Footprint Diversity
($217 - $272)

» Gen. Availability Improvement

($249 - $311)

» Dynamic Pricing
($4-$7)

» Direct Load Control / Interruptibles
($58 - $72)

Adjusted
Net Benefits



The current transmission system was not designed for
Its current use

« Local planning and design vs. regional operation
e Congestion limits delivery of economic generation
« EXxpansion of state renewable portfolio standards

« Facilitate future generation portfolio evolution (e.g.,
Intermittent resources, carbon restrictions, PEV’S)
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The transmission grid can enable energy policy and
Increase the value of delivery to end users

e Transmission planning must
— Be both bottoms-up and top-down

— Follow a consistent objective — Enable the lowest,
reliably delivered cost of energy

— Account for multiple possible policy futures; seek the
path of “least regrets”

e Barriers to transmission construction must be addressed
— Cost allocation and recovery
— Incremental planning — no losers
— Material availability and acquisition
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Value based planning focuses on balancing the total
system costs — transmission and generation

Increased transfer capability, in conjunction with appropriately
located generation, could allow for reduced reserve margins,
and thus reduced overall cost
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The Midwest ISO’s cost allocation proposal provides
the incentives to encourage development while
recovering costs appropriately

» 100% postage stamp of revenue requirements to load and exports
(MWh) for Multi Value Projects

» Generation Interconnection Projects cost sharing methodology
remains the same

» 10% of 345kV and above facilities will be shared postage stamp
to load

» All other costs borne by the interconnecting developer
» Use inclusion criteria for qualifying projects

» Multi Value Projects (MVP)

» RECB | Baseline Reliability stays the same

» RECB Il criteria stays the same (for now)
» Filed proposal with FERC on July 15"
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The benefits of a backbone transmission expansion on
the scale contemplated far outweigh the cost

» Lower power costs to all consumers driven by:
» Congestion relief,
» Increased deliverability of wind, and
» Expansion of storage
» Decreased planning reserve margins costs driven by:
» Improved deliverability of generation
» Improved deliverability of demand response resources

» Improved abllity to economically meet Renewable
Portfolio Standards (RPS)

» Increased economic development
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Wholesale grid evolution is driven by reliability, efficiency

and emerging energy policy

Reliability
» Transmission Automation
» Wide-Area Visualization

Congestion Management

Generation Optimization
» Energy
» Regulation

» Reserves

Generation Portfolio Evolution
» Renewables (Wind / Solar)

» Storage

» Demand Response
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Initial operations focused on using
technology to improve reliability

Wholesale markets used technology to
improve congestion management and
optimize the commitment and dispatch
of existing generation

New applications will integrate retalil
load into the wholesale market’s
optimization of the generation portfolio
to moderate peak growth and integrate
renewable generation




Modernizing and greening the grid will require a
comprehensive, value based portfolio planning
approach.....

* Regionalize the transmission grid to access all resources
and reliably provide the lowest delivered energy cost to
end users

* Create planning scenarios for possible outcomes and
focus first on common “least regrets” projects

« Balance the overall portfolio; resource portfolio, demand
portfolio, transmission
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