

Summary of Cost Allocation


	Cost Allocation
	CAISO

Description of Transmission Upgrade

	Rolled-in to region-wide rate
	New High Voltage Facility additions and capital additions to Existing High Voltage Facilities are included in the ISO Grid-wide component of the High Voltage Access Charge, if the need for such facilities is determined by the ISO or as a result of the ISO ADR procedure.  The High Voltage Access Charge is set forth in the ISO Tariff.  Such an upgrade may be reliability or economically driven projects.  A High Voltage Transmission Facility operates at a voltage at or above 200 kilovolts and the costs of which are not directly assigned to one or more specific customers.



	Rolled-in to “zonal” rate
	New Low Voltage Facility additions and capital additions to Existing Low Voltage Facilities are included in utility-specific Low Voltage Access Charges which are set forth in the individual utility’s Tariff.  A Low Voltage Transmission Facility operates at a voltage below 200 kilovolts.  



	Participant funded
	A Project Sponsor is a Market Participant or group of Market Participants or a Participating Transmission Owner that proposes the construction of a transmission addition or upgrade.  Where the need for the proposed transmission addition or upgrade is not determined by the ISO or through the ISO ADR procedure, the Project Sponsor must commit to pay the full cost of a transmission addition or upgrade.



	Generator Interconnection related Network Upgrades
	Reliability Network Upgrades and Delivery Network Upgrades are solely funded by the Interconnection Customer, unless the Participating Transmission Owner elects to fund the capital for such upgrades.  Upon the Commercial Operation Date (“COD”), the Interconnection Customer is entitled to a repayment of the cost of these Network Upgrades.  The amount may be paid on a dollar-for-dollar basis either through direct payments made on a levelized basis over a 5 year period from the COD or any alternative payment schedule that is mutually agreeable to the parties, provided that the amount is paid within a 5 year period from the COD.  Instead of direct payments, the Interconnection Customer may elect to receive Firm Transmission Rights.

Reliability Network Upgrades are the transmission facilities at or beyond the Point of Interconnection necessary to interconnect a Large Generating Facility safely and reliably to the ISO Controlled Grid, which would not have been necessary but for the interconnection of the Large Generating Facility, including Network Upgrades necessary to remedy short circuit or stability problems resulting from the interconnection of the Large Generating Facility to the ISO Controlled Grid.  Reliability Network Upgrades also include, consistent with WECC practice, the facilities necessary to mitigate any adverse impact a generator’s interconnection may have on a path’s WECC rating.

Delivery Network Upgrades are the transmission facilities, other than Reliability Network Upgrades, identified in the Interconnection Studies to relieve constraints on the ISO Controlled Grid.  The Interconnection Customer may elect or may not elect to install Delivery Network Upgrades.  Any operating constraints on the Large Generating Facility arising out of the Interconnection Customer’s election not to install the Delivery Network Upgrade will be reflected in its Interconnection Agreement.




	Cost Allocation
	New England

Description of Transmission Upgrade

	Rolled-in to region-wide rate
	Regional Benefit Upgrades are upgrades, modifications or additions to the transmission system that:

1. Are rated 115kV or above; 

2. Meet all of the non-voltage criteria for Pool Transmission Facilities classification; and 

3. Are included in the Regional System Plan as either a Reliability Transmission Upgrade or a Market Efficiency Upgrade. 

The non-voltage criteria is that a line and its associated facilities must provide parallel capability to the Pool Transmission Facilities.  Lines and associated facilities that provide little or no parallel capability to the Pool Transmission Facilities and therefore do not meet the non-voltage criteria include: 

1. Lines and associated facilities which are required to serve local load only;

2. Generator leads, which are defined as radial transmission from a generation bus to the nearest point on the Pool Transmission Facilities;

3. Lines that are normally operated open; and 

4. Parallel linkages in network stations (including substation facilities such as transformers, circuit breakers and associated equipment) interconnecting the lines which constitute Pool Transmission Facilities.

Reliability Transmission Upgrades are those additions and upgrades:

1. Not required by the interconnection of a generator;

2. Needed to ensure the continued reliability of the New England Transmission System, taking into account load growth and known resource changes;

3. Needed to provide acceptable stability response, short circuit capability and system voltage levels; and

4. Required to provide adequate thermal capability and local voltage levels for certain amounts of generation unavailable (due to maintenance and forced outages) for purposes of long-term planning studies.

Market Efficiency Upgrades are those additions and upgrades:

1. Not related to the interconnection of a generator; and

2. In the ISO’s determination, are designed to reduce bulk power system costs to load system-wide.



	Rolled-in to “zonal” rate
	Local Benefit Upgrades are upgrades, modifications or additions to the transmission system that are:
1. Rated below 115kV; or

2. Rated 115kV or above and do not meet all of the non-voltage criteria for Pool Transmission Facility classification.



	Participant funded
	Localized Costs are the incremental costs resulting from a Regional Benefit Upgrade that exceeds those requirements that the ISO deems reasonable and consistent with Good Utility Practice and the current engineering design and construction practices in the area in which the Transmission Upgrade is built.  Such costs related to any Regional Benefit Upgrades are the responsibility of the entity or entities causing or subject to such Localized Costs.  Examples of projects which may have Localized Costs are:

1. A project that does not address a bulk power system need;

2. A project that includes underground transmission cable, which is selected (a) at the direction of a local or state siting board, or (b) to address other local concerns, and the cost of overhead transmission lines is less expensive, taking into account all relevant costs; and

3. A project that is a gas-insulated or covered substation when an open-air substation would be feasible and practical for lower cost. 

Elective Transmission Upgrades are transmission upgrades voluntarily funded by an entity or entities that have agreed to pay for all of the costs.

The Generator Owner is obligated to pay all the cost of Direct Assignment Facilities and Generator Interconnection Related Network Upgrades.  Generator Interconnection Related Network Upgrades include: 

1. Additions and modifications to the New England Transmission System to effect the interconnection of a new generating unit or an existing generating unit whose capacity is being increased; and

2. Upgrades required to satisfy the Minimum Interconnection Standard. 
The Minimum Interconnection Standard is the minimum criteria required in order to permit the generating unit to interconnect in a manner that avoids any significant adverse effect on system reliability, stability, and operability of the New England Transmission System, including protecting against the degradation of transfer capability for interfaces affected by the unit.  

Entities that fund Elective Transmission Upgrades and Generator Owners that pay for Generator Interconnection Related Network Upgrades are eligible to receive Qualified Upgrade Awards which are revenues associated with the additional Financial Transmission Rights (“FTRs”) made possible in an FTR Auction by such transmission upgrades, which increase transfer capability on the New England Transmission System.
Merchant Transmission Facilities are transmission facilities proposed and constructed outside of the Regional System Plan.  The cost of all Merchant Transmission Facilities, including the cost of transmission upgrades required to interconnect the Merchant Transmission Facilities to the Pool Transmission Facilities, are the responsibility of the developer of the Merchant Transmission Facilities.




	Cost Allocation
	PJM

Description of Transmission Upgrade

	Rolled-in to “zonal” rate, potential for more granular targeting 


	Required Transmission Enhancements are enhancements and expansions of the Transmission System that are identified by: 

1. A Regional Transmission Expansion Plan developed pursuant to Schedule 6, Regional Transmission Expansion Planning Protocol, of the Operating Agreement; or 

2. The Coordinated System Plan periodically developed pursuant to the Joint Operating Agreement between the Midwest ISO and PJM.

PJM designates one or more of the Transmission Owner(s) to construct and own or finance such upgrades.  The Regional Transmission Expansion Plan has both a reliability planning component and an economic planning component.  The objective of the economic planning component is to provide cost-effective transmission solutions to alleviate congestion on the Transmission System which in the judgment of PJM cannot be hedged.  

In recognition that the benefits to competition, system reliability and/or operational performance of Required Transmission Enhancements may accrue to particular market participants, PJM has written the language of Schedule 6 of the Operating Agreement and Schedule 12, Transmission Enhancement Charges, of the PJM Tariff broadly enough to accommodate allocations of cost responsibility to specific customers or groups of customers.  However, in its initial implementation, PJM has generally allocated responsibility for recovery of the costs of Required Transmission Enhancements to load in each Zone that benefits from the upgrade.  PJM will also take into consideration in its determination of cost allocation whether an entity indicates a willingness to bear cost responsibility for a Required Transmission Enhancement.



	Participant funded
	The Interconnection Customer pays for 100 percent of the costs of any Attachment Facilities; and for 100 percent of the costs of the minimum amount of Local Upgrades and Network Upgrades necessary to accommodate the requested interconnection that would not have been incurred under the Regional Transmission Expansion Plan but for the interconnection request.  

Attachment Facilities are the facilities necessary to physically connect a Customer Facility to the Transmission System or interconnected distribution facilities.  

Local Upgrades are modifications or additions of facilities to abate any local thermal loading, voltage, short circuit, stability or similar engineering problem caused by the interconnection and delivery of generation to the Transmission System.  

Network Upgrades are modifications or additions to transmission-related facilities that are integrated with and support the Transmission Provider’s overall Transmission System for the general benefit of all users of such Transmission System.
Merchant Transmission Facilities and any other enhancement or expansion of the Transmission System requested by any participant which are not required as part of the Regional Transmission Expansion Plan are participant funded.  Merchant Transmission Facilities may be A.C. or D.C. transmission facilities that are interconnected with or added to the Transmission System. 

Entities that pay for such upgrades are eligible to receive the rights to revenues that are derived from incremental Available Transfer Capability created by the addition of a Merchant Transmission Facility or a new transmission facility or upgrade resulting from the accommodation of an interconnection request.   



	Cost Allocation
	Southwest Power Pool (“SPP”)
Description of Transmission Upgrade

	Rolled-in to region-wide rate and “zonal” rate


	Base Plan Upgrades are those upgrades included in and constructed pursuant to the SPP Transmission Expansion Plan in order to ensure the reliability of the Transmission System.  Base Plan Upgrades also include those upgrades required for new or changed Designated Resources to the extent allowed for the SPP Tariff.

Network upgrades associated with new or changed Designated Resources are classified as Base Plan Upgrades if the Designated Resource or the associated upgrades (as applicable) meets each of the following conditions:

1. The Transmission Customer’s commitment to the Designated Resource has a duration of at least five years;

2. In the first year the Designated Resource is planned to be used by the Transmission Customer, the accredited capacity of the Transmission Customer’s existing Designated Resources plus the lesser of:

(a)   the planned maximum net dependable capacity applicable to the Transmission Customer or 

(b)   the requested capacity

does not exceed 125% of the Transmission Customer’s projected system peak responsibility; and

3. The cost of network upgrades associated with the new or changed Designated Resource is less than or equal to the Safe Harbor Cost Limit which equals $180,000/MW multiplied by the lesser of: 

(a)   the planned maximum net dependable capacity applicable to the Transmission Customer or 

(b)   the requested capacity.

If the Designated Resource or the associated upgrade (as applicable) does not meet one or more of the conditions, the Transmission Customer may seek a waiver from SPP in order that the costs of the network upgrade may be classified in whole or in part as Base Plan Upgrade costs.
If the cost of a Base Plan Upgrade is less than or equal to $100,000, the annual transmission revenue requirement associated with such Base Plan Upgrade is allocated to the zonal annual transmission revenue requirement of the zone in which the Base Plan Upgrade is located.

If the cost of a Base Plan Upgrade is greater than $100,000, then 

1. 33 percent of the annual transmission revenue requirement associated with the upgrade is recovered through a region-wide charge; and

2. 67 percent of the annual transmission revenue requirement associated with the upgrade is recovered through zonal charges.  This portion of the annual transmission revenue requirement for a given upgrade is allocated to specific zones based on the zones’ share of the incremental MW-mile benefits.  Each zone with a benefit of at least 10 MW-miles from a given upgrade is allocated a portion of the zonal annual transmission revenue requirement for such upgrade based on its incremental MW-mile benefit divided by the sum of the incremental MW-mile benefits for all of those zones with a benefit of at least 10 MW-miles from the upgrade.


	Participant funded


	If the costs of upgrades associated with a new or changed Designated Resource exceeds the Safe Harbor Cost Limit, and the Transmission Customer does not secure a waiver of that limit, the costs of the upgrades in excess of the limit are directly assigned to the Transmission Customer.
Economic Upgrades are elective upgrades, identified in the SPP Transmission Expansion Plan, which have potential economic benefit to the SPP Region, but are not required for reliability reasons.  In order to be constructed, one or more entities must voluntarily agree to bear the costs of such an upgrade.
Requested Upgrades are requested by a Transmission Customer or other entity and do not meet the definition of any other category of Network Upgrades.  Requested Upgrades are primarily upgrades associated with long term transmission service requests.  SPP combines all long-term point-to-point and long-term designated network resource requests received during a specified period of time into a single aggregate transmission service study.  Using this aggregate study process, SPP determines an optimal set of Requested Upgrades that provide the necessary ATC to accommodate all of the requests at the minimum total cost.  The cost of each Requested Upgrade identified in the aggregate study is allocated to each request in the aggregate study on a pro-rata basis for the positive incremental power flow impacts of the requested service on the Requested Upgrade in proportion to the total of all incremental impacts on the Requested Upgrade.  

Transmission Customers and entities that pay for Economic Upgrades, Requested Upgrades, or the portion of cost of an upgrades associated with a new or changed Designated Resource that exceeds the Safe Harbor Cost Limit are eligible to receive transmission revenue credits.
SPP has incorporated the pro forma Large Generator Interconnection Procedure and Interconnection Agreement (“LGIP/IA”) in its Tariff.  SPP and its stakeholders are currently preparing a filing of independent entity variations to the LGIP/IA that may impact cost allocation for network upgrades associated with a generator interconnection.




	Cost Allocation
	Entergy’s Cost Allocation Proposal

Description of Transmission Upgrade

	Rolled-in to region-wide rate


	Transmission upgrades will be classified as (a) Base Plan Upgrades or (b) Supplemental Upgrades.  The Independent Coordinator of Transmission (“ICT”) will determine whether an upgrade is a Base Plan Upgrade or a Supplemental Upgrade.  

Base Plan Upgrades will be those upgrades identified in the development of the Base Plan as necessary to maintain long-term firm service commitments, including maintaining reliable service for all load serving entities on the Entergy system.  To the extent that reliable service for load serving entities requires upgrades associated with load growth, such upgrades will be considered part of the Base Plan.  The costs of Base Plan Upgrades will be recovered through Entergy’s transmission revenue requirement, including the calculation of its OATT rate.  

Base Plan Upgrades will consist of the following categories of investment:

· Investments necessary to maintain long-term firm transmission service commitments under Long Term Firm Point-to-Point Service (including transactions that exit or go through the Transmission System.)

· Investments necessary to maintain Network Integration Transmission Service (“NITS”) commitments.

· Investments necessary to maintain the applicable level of integration of generators that have already been qualified at the Network Resource Integration Service (“NRIS”) or NITS level.

· Investments required to maintain standards of safety and reliability applicable to the Entergy region. This includes investments to change-out, replace or repair transmission facilities, where such investments are necessary to maintain firm transmission service commitments.

· Investments required to maintain firm transmission service commitments where the ability to honor such commitments has been degraded due to events that are beyond the control of the Entergy. Such events include, but are not limited to, a change in reliability standards or increased loop flow from neighboring regions.


	Participant funded


	The costs of Supplemental Upgrades are recovered subject to “higher-of” pricing rules:  (a) If the additional transmission revenues from the request exceed the additional costs, the costs of the upgrades will be included in Entergy’s transmission revenue requirement, including the calculation of its OATT rate; and (b) If the additional transmission revenues are less than the costs, the service will be charged on an incremental rate basis to the requesting customer.

Supplemental Upgrades will consist of the following categories of investment: 

· Investments necessary to interconnect new generators to the Transmission System at the Energy Resource Interconnection Service (“ERIS”) level, or to increase or change the operating characteristics of an existing generator.

· Investments necessary to qualify a generator at the NRIS level, upon the request of the generator or a Network Customer.
· Investments required to designate a generator as a Network Resource at the NITS level, upon the request of a Network Customer.

· Investments required to provide new or expanded Firm Point-to-Point Transmission Service.

· Investments designed to reduce congestion within the Transmission System, meaning investments that are intended to reduce the delivered price of power for particular loads.
· Investments designed to increase transfer capability across, out of or into the Transmission System.
All projects in the categories listed above will be considered Supplemental Upgrades, unless and to the extent that the ICT determines either: (a) that such project would defer or eliminate the need for a project in the Base Plan, or (b) that based on its independent review, the ICT determines that such project should have been in the Base Plan pursuant to the Planning Criteria filed as part of the pricing proposal.

Customers paying for Supplemental Upgrades will receive the following rights:
· To schedule reserved point-to-point service on a firm basis over the term of the reservation without having to pay congestion charges;

· To deliver power from a designated Network Resource to load on a firm basis without having to pay congestion charges under NITS;

· To request point-to-point service or designate a generator as a NITS resource up to the level of ERIS requested; and
· To allow a generator to be designated a Network Resource by any network customer on Entergy’s system without further study once it passes a deliverability test for NITS generators.




	Type of Service
	Entergy’s Levels of Integration Service

Description of Service

	Energy Resource Interconnection Service (“ERIS”)


	ERIS is the minimum level of integration that can be requested by an Interconnection Customer.  ERIS status allows the generator to use the transmission system on a short-term basis either subject to existing transmission capacity, or on a non- firm basis, or through submission of offers in the Weekly Procurement Process.



	Network Resource Interconnection Service (“NRIS”)
	NRIS-level integration can be requested for any generating resource interconnected on the Entergy system.  Such service can be requested by the generator or by a Network Customer.  Qualification as an NRIS resource will be subject to the deliverability test.  Any Network Customer can designate generating resources that have been qualified as NRIS resources as a Network Resource.  A Network Customer that designates an NRIS resource as a Network Resource can be served from that resource on a firm basis without further study, subject to payment of redispatch costs.  As such, NRIS is a higher form of service than that offered under ERIS.



	Network Integration Transmission Service (“NITS”)
	NITS Network Resource status is Network Customer specific and must be requested by the Network Customer.  Once a resource has been qualified as a NITS resource, the Network Customer can serve its load from the NITS Network Resource without payment of congestion or redispatch costs (except for the Network Customer’s pro-rata share of any reliability redispatch costs.)  




	Cost Allocation
	Midwest ISO

Description of Transmission Upgrade

	Rolled-in to region-wide rate and “zonal” rate


	Baseline Reliability Projects are Network Upgrades of 100 kV or above identified in the Midwest  ISO Transmission Expansion Plan (“MTEP”) which are needed to maintain reliability while accommodating the ongoing needs of existing Transmission Customers and are required to ensure that the Transmission System is in compliance with:

1. Applicable reliability requirements of NERC, regional reliability councils, or successor organizations,

2. Transmission Owners’ planning criteria filed with federal, state or local regulatory authorities, and 

3. Applicable federal, state and local system planning and operating reliability criteria.
Baseline Reliability Projects may consist of a number of individual facilities that in the judgment of MISO constitute a single project for cost allocation purposes.

Baseline Reliability Projects for which: 
1. The Project Cost is $5 million or more or 
2. The Project Cost is under $5 million and is five percent or more of the Transmission Owner’s net plant
the project costs are subject to cost sharing in accordance with Attachment FF to the Tariff as follows:
1. For projects that are 345kV and higher, the Project Cost is allocated:
a. 20 percent on a system-wide basis to all Transmission Customers and recovered through a system- wide rate; and
b. 80 percent on a sub-regional basis to all Transmission Customers in designated pricing zones.

2. For projects that are 100kV through 344 kV, the Project Cost is allocated on a sub-regional basis to all Transmission Customers in designated pricing zones.

The designated pricing zones and the sub-regional allocation of the Project Cost are determined on a case-by-case basis in accordance with a Line Outage Distribution Factor (“LODF”) Table developed by MISO.  The LODF Table is: 

1. Based on Transmission System topology and LODFs associated with the project under consideration and 

2. Used to determine the pricing zones to be included in the sub-regional allocation of the Project Cost.  

The percentage of sub-regional allocation assigned to each designated pricing zone is determined based on the relative share between pricing zones of the sum of the absolute value of the product of the LODF on each Branch Facility in a pricing zone and the length in miles of the Branch Facility.  A Branch Facility is defined as a facility located within a pricing zone having a defined Line Outage Distribution Factor.

Baseline Reliability Projects for which the Project Cost is less than the amounts specified above, the project costs are allocated to the Transmission Customers in the Transmission Owner’s pricing zone. 



	Participant funded


	One or more Market Participants may elect to assume cost responsibility for any or all costs of a Network Upgrade included in the MTEP.
New Transmission Access Projects are Network Upgrades that are needed to maintain reliability while accommodating the incremental needs associated with requests for new transmission service or interconnection service, as determined in Facilities Studies associated with such requests.  New Transmission Access Projects are either Transmission Delivery Service Projects or Generation Interconnection Projects.  

Transmission Delivery Service Projects are Network Upgrades that are needed to provide for requests for new Point-to-Point Transmission Service or requests for Network Service or a new designation of Network Resource.  The Transmission Customer requesting the service is obligated to pay the cost of such upgrades, unless the Transmission Owner on a non-discriminatory and consistent basis elects to have all of the Network Upgrades facilities it constructs on its system rolled-in to its zonal rate and any average MISO rate.
Generation Interconnection Projects are Network Upgrades that are associated with interconnection of new generation or an increase in capacity of existing generation.  The Interconnection Customer is obligated to pay all costs for such upgrades.  However, to the extent that the Interconnection Customer demonstrates at the time of Commercial Operation of the Generating Facility that: 

1. The Generating Facility has been designated as a Network Resource, or 
2. A contractual commitment, for a period of one year or longer, has been entered into with a Network Customer

a. For capacity, or

b. In the case of an Intermittent Resource, for energy 

the Interconnection Customer will be repaid up to 50% of the Generation Interconnection Project.  The repayment is pro-rated by the percentage of the Generating Facility Capacity or annual available energy output contracted for.

Regionally Beneficial Projects are Network Upgrades proposed by MISO, Transmission Owners, ITCs, Market Participants or regulatory authorities as beneficial to one or more Market Participants but are not determined to be Baseline Reliability Projects or New Transmission Access Projects.  MISO performs a case by case identification of the potential benefits associated with such projects, including reliability, economic, policy and economic development benefits in order to facilitate the potential inclusion of such projects in the MTEP.  Cost responsibility for such projects is negotiated among the project sponsor, the potential beneficiaries and the Organization of MISO States, Inc.  Regionally Beneficial Projects are included in the MTEP only after cost responsibility is determined.  
All Market Participants that fund Network Upgrades are eligible to receive Financial Transmission Rights, excluding Interconnection Customers that elect to receive transmission revenue credits.  




















































































































































































� The FERC conditionally approved Entergy’s transmission pricing proposal in its April 24, 2006 order conditionally approving the Independent Coordinator of Transmission (ICT) Filing.    The pricing proposal will become effective for an initial four year term when the FERC approves the ICT contract.
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