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 ITEM # __36___ 
 DATE: 04-22-14   

 

COUNCIL ACTION FORM 
 

SUBJECT:  JOINT PRICING ZONE AGREEMENT WITH MIDAMERICAN AND 
  CEDAR FALLS ELECTRIC UTILITIES 
 

BACKGROUND:  
 

On April 8, 2014, the City Council approved documents for permitting the Ames 
Municipal Electric Utility to become a Transmission Owner in the Midcontinent 
Independent System Operator (MISO). On June 1, 2014, the utility will be able to use 
Network Transmission Service to deliver energy purchases from the energy market to 
its customers. This agreement defines the method by which MISO transmission 
revenues are distributed between Ames, MidAmerican Energy and Cedar Falls 
Utilities (representing Cedar Falls, Atlantic, Montezuma, Tipton, Eldridge, Pella 
and IPPA municipal utilities).  
 
In September 2013, changes were made to the network service program which caused 
the City to re-evaluate the point-to-point service currently being used.  Qualified 69kV 
transmission facilities could now be included in a transmission “credit” calculation. This 
agreement outlines the process for determining the credits received using electric load 
information and transmission investments of the City together with those of 
MidAmerican Energy and several other municipal utilities already using network service, 
such as Cedar Falls, Pella, and Atlantic. It is done this way because Ames, along with 
several other municipal utilities, is part of the MidAmerican Energy local balancing 
authority. 
 
In FY 2012/13, the City paid $1,345,567 for point-to-point transmission service, and this 
fiscal year to date the City has paid $1,106,926. Shown on the last page of the attached 
agreement is a sample revenue sharing illustration based on actual data. After receiving 
credits for Ames current transmission investment, one month of transmission service 
will cost approximately $31,000. Over the year, this will result in a transmission cost 
savings of over $900,000. As the new 161kV transmission facilities are placed in 
service and included in the investment calculation, the City’s net transmission cost will 
continue to decrease each year. Depending on several factors, the City could reach a 
point where our investments fully offset our transmission costs, and the utility actually 
begins to receive monthly payments for these investments. 
 
It is customary for staff to bring an agreement to Council for signature after the other 
party has signed.  In this case, Cedar Falls Utilities signed on April 16, 2014, but 
MidAmerican will not be able to sign the agreement until April 23, 2014. They then must 
file the agreement with the Federal Energy Regulatory Commission (FERC). If 
successfully approved by the City Council, Ames will begin receiving transmission 
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credits as of the effective date approved by the FERC, which is currently estimated to 
be June 1st.  
 
Staff met with the Electric Utility Operations Review and Advisory Board (EUORAB) on 
March 26th and presented an overview of how the utility currently purchases 
transmission service and the changes that would take place if we were to become a 
transmission owner in MISO. The EUORAB accepted the staff recommendation to 
become a transmission owner in MISO, and to forward this recommendation to the City 
Council. 
 

ALTERNATIVES: 
 

1. Approve the attached joint pricing agreement with MidAmerican Energy and 
Cedar Falls Utilities. This alternative will allow the Ames Municipal Electric utility 
to take advantage of the transmission credits and thus lower our transmission 
costs each year. 

 
2. Do not approve these agreements. If this alternative is followed, the cost of 

transmission service to the Ames Municipal Electric utility will be approximately 
$1,500,000 per year.  

 

 

MANAGER'S RECOMMENDED ACTION: 
 
Transmission service is necessary to purchase low cost energy and wind energy from 
the electric grid. Point-to-point transmission service has served the City well when we 
first entered the MISO energy market. Today, with in the inclusion of transmission 
credits for our 69kV facilities and the addition of the new 161kV line, Ames can 
receive credits for its investment into the transmission grid. This agreement 
creates fair and equitable treatment of transmission investments and service to our 
customers. Network service becomes the low cost option for transmission service.   
 

Therefore, it is the recommendation of the City Manager that the City Council adopt 
Alternative No. 1 as stated above. 
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