UPPER MIDWEST TRANSMISSION DEVELOPMENT INITIATIVE

Staff Request for Stakeholder Information
August 6, 2009

STAKEHOLDER RESPONSESMUST BE EMAILED BY CLOSE OF
BUSINESS ON AUGUST 28, 2009

Please make all repliesto:
randel.pilo@psc.state.wi.us, marya.white@state.mn.us, jeff. kaman@iowa.qgov,
greg.rislov@state.sd.us, jlein@nd.gov

UMTDI Staff has prepared a series of questionsa¢atd) to solicit Stakeholder input
and suggestions that would be gathered and usatbton and assist the Staff with
providing information to the UMTDI Executive Team.

In order to receive a fairly consistent “body” ekponses overall, the Staff requests that:
* In addition to giving your opinion, it is importatd go further to provide your

productive suggestiorfer changes that, in your view, would benefit thgic of
the question.

» Please respond to all questionghe survey. (Unanswered questions or
guestions using a different format may negate #ieevof your response or make
it less useable in comparing to the remainder ®fdsponses.)

» Please use the electronic file (Word document) fana email it back to the
senders of this email.

= Please provide your Company/Organization namentacbname, and the
stakeholder group to which you would belong (ughmeglist below). Staff
intends to use this information to ensure thapattinent stakeholder groups are
represented in the responses received.

Transmission Owner Cooperative Wholesale G&T

Public Consumer Advocate Retail Cooperative Asdam

State Regulatory Authority Municipal Wholesale G&T
Environmental-Other Advocate Municipal Utility

Marketer Other Transmission Dependent Utility
Independent Power Producer Eligible End-use Custom

Exempt Wholesale Generator Other (please specify)

» Again, please remember that Staff must receive all emailed responses BY
CLOSE OF BUSINESS ON AUGUST 28, 2009.




UPPER MIDWEST TRANSMISSION DEVELOPMENT INITIATIVE

Staff Request for Stakeholder Information
August 6, 2009
Company/Or ganization Name: Alliant Energy Corporate Services, Inc. as

agent for and on behalf of Interstate Power anthit@pmpany (IPL) and
Wisconsin Power and Light Company (WPL)

Contact Email Address: neilmichek@alliantenergy.com

Stakeholder Group: Other Transmission Dependent Utilities

(1) Do the present RECB and generator intercoroecbst allocation
mechanisms adequately and equitably allocate thiis o new transmission
facilities constructed to collect and deliver thiene wind-energy resource
areas of the five UMTDI States? YES NO

Please provide reasons and examples to supporayswer (use as many
lines as needed):

While existing cost allocation methods under REE8uit in a relatively
equitable allocation of costs for “reliability” gexts, the cost benefit
requirements for “economic” projects (i.e. 3x bantf-cost ratio) are too
high for beneficial projects to qualify for costasimg. AECS recognizes
that cost benefit analyses are contingent uponfgignt numbers of
assumptions and judgments, but by effectively apgla risk premium to
the cost-benefit analysis history has shown thatdmjects have qualified
for cost sharing.

In the absence of more progressive cost shariegaiomic projects, costs
for beneficial projects that would allow for thdiglery of prime wind-
energy resources continue to be borne by the tomagmission pricing
zone.

AECS'’ filed comments at FERC regarding the receappsal by MISO to
change the generator interconnection cost allatatiethod generally
supported the proposal because it causes theafd'siisplanned”




transmission development to be borne by the gamresigta component of its
siting decision. It then becomes the generatesponsibility to reflect that
increased cost in the cost of energy from theifgcilAECS also
commented that the generator interconnection dlostaéion method should
be consistent throughout the MISO footprint so timtegion is advantaged
or disadvantaged as a result of differing costcaliion methods within the
MISO footprint. While AECS did not specificallygqaest a formal sunset
date, AECS believes that a more permanent fixéaynerator
interconnection cost allocation issue is necesshryarticular, AECS
believes that the “first mover” must have an opmoity to recoup some of
the costs of generation interconnection from ottiess benefit from the
iIncremental transmission.

(2) Should UMTDI investigate a cost allocation huat to fund
transmission construction adequate to fulfill tHeSARPS requirements of
just the five UMTDI States?

YES NO

Please provide reasons and examples to supporayswer (use as many
lines as needed):

Transmission cost allocation is an issue that eldevell beyond the
footprint of the five UMTDI states. While AECS Imles that the five
UMTDI states may have the authority to implemenbst allocation method
within the five-state region, AECS is concerned guch a mechanism
could burden the five-state region with transmigsiosts that should be
borne by beneficiaries outside of that region. stsged above, in order to
best ensure that generation and transmission asoped in an economic
and fair manner, after all costs are consideredC 3Believes that
transmission cost allocation methods should beistamd throughout the
entire MISO footprint.

(3) If your answer to No. 2 was NO, what justifioas and methods would
you provide to States outside of the UMTDI footptim convince them to
pay for a portion of any new transmission costsiiregl to deliver energy to
those States outside of the five-State footprint?

Please provide reasons and examples to supporayswer (use as many
lines as needed):

In the absence of uniform RPS requirements oniamatbasis, this is the
difficult guestion. To convince those states aldésf the five-state footprint

3



to share in the costs of a transmission projeetgtimust be a showing that
those states benefit from the additional transimmssBased on a recent
court ruling involving PJM, the allocation of transsion costs must be
consistent with a showing of benefits.

States outside of the five-state footprint willuge an opportunity to
participate in the analysis and debate of transamsxpansion projects and
cost allocation proposals through the MISO stakddroand MTEP

processes.

(4) When allocating costs, should Generators pag fportion of any new
transmission construction required to collect,icw@nect, or upgrade
transmission facilities to deliver renewable endrgyn the Generator’s
facilities to load? YES NO

Please provide reasons and examples to supporayswer (use as many
lines as needed):

Costs for transmission upgrades to interconneatdididual generator
should be borne by that generator, but the gerreshtiuld have an
opportunity to recoup a portion of those costs famditional generators that
are able to connect because of the upgrades.

Each generation siting decision involves the carsition of the availability
and cost of land, proximity/deliverability of fugburces (i.e. wind, coal,
natural gas, biomass), additional infrastructum@ supply chain needs, and
the availability and capability of transmissionaltow that generation to
access the market. These considerations are wot Bach generation siting
decision must consider the trade-off between tlaive economic benefits
of each of these considerations.

The transmission cost allocation processes shautmbbsistent for all types
of generation and should not provide preferentedtment to renewable
enerqgy resources, unless clearly established asanal policy by
legislative action

(5) When allocating costs, should Transmission Qwpay for a portion of
any new transmission construction required to cgli@terconnect, or
upgrade transmission facilities to deliver renewaiergy from a
Generator’s facilities to load? YES NO



Please provide reasons and examples to supporayswer (use as many
lines as needed):

Generally speaking, transmission owners shouldaatquired to pay for
transmission upgrades associated with generaencorinection projects.

However, to the extent that the transmission planpirocesses of MISO,
UMTDI, or others can show that transmission upgsddet specific to
proposed generation projects) in a general regibmpmyvide reliability
benefits, economic market benefits, and additigealerator interconnection
opportunities, it would be appropriate for a partaf upgrade costs to be
borne by the transmission owners, with recoverho$e costs through
postage stamp rates. The cost allocation mechadsmshould include
either a connection fee for the generator(s) oeahanism similar to an
“injection and withdrawal” method that requires theerconnection
customer to share in the costs of the upgrade.

(6) When allocating costs, should Load-Serving tiggti(Retail Utilities) in
the wind collection area, LODF footprint, or RP&ddootprint pay for a
portion of any new transmission construction regglito collect,
interconnect, or upgrade transmission facilitiedatver renewable energy
from a Generator’s facilities to load? If so, ihat proportion?

YES NO

Please provide reasons and examples to supporayswer (use as many
lines as needed):

Costs of transmission upgrades for renewable ersdrgyld be borne by the
cost causers and beneficiaries. An LSE in the wolikkction area should
not be allocated costs for transmission upgradé®ifenewable energy will
not be consumed by that LSE’s customers. Generdtwelopers should be
required to fund those transmission upgrades thesseand embed those
costs in their PPAs.

AECS does not believe that it is necessary to fipally allocate costs LSEs
because the PPAs should take care of those athosati

(7) When allocating costs, should the stockholdersérs of a Load-
Serving Entity (Retail Utility) pay, or a transmiss owner forgo incentives
in some fashion, for a portion of any new transmisgonstruction required



to collect, interconnect, or upgrade transmissamnlifies to deliver
renewable energy from a Generator’s facilitiesowd? YES NO

Please provide reasons and examples to supporayswer (use as many
lines as needed):

The regulatory compact provides that LSEs havebdigation to provide
service, in return for the opportunity, throughestto earn a just and
reasonable return on the investments necessargvalp that service. If
LSE stockholders pay for transmission upgradesoitld imply that the
regulatory agency has disallowed the recovery adeirosts in rates, which
would violate the requlatory compact and ultimatalyt consumers.

Similarly, asking a transmission owner to forgoantves that previously
were granted would be a violation of the requlatmgnpact.

(8) When allocating costs, should energy consumeitse wind collection
area, LODF footprint, or RPS load footprint pay &gportion of any new
transmission construction required to collect,ncw@nect, or upgrade
transmission facilities to deliver renewable endrgyn a Generator’s
facilities to load? Should this be above and bdyamy renewable energy
credit (REC) payment they might pay to the genePatéES NO

Please provide reasons and examples to supporayswer (use as many
lines as needed):

Ultimately load will pay for the costs of transm@supgrades, whether

through transmission rates or through LSE ratesiticlude the costs of

PPAs (which themselves would include embedded ¢ostsansmission

interconnections) and the costs of transmissiaraennections for LSE-
owned generation.

(9) When allocating costs, should any other PdEi#ies pay for a portion
of any new transmission construction required itect interconnect, or
upgrade transmission facilities to deliver renewadergy from a
Generator’s facilities to load?

YES NO

Please provide reasons and examples to supporayswer (use as many
lines as needed):



AECS is unsure what “Other Parties/Entities” encagges within the
context of this question. However in general AH§egeves that cost
causers and beneficiaries should pay for transomssistem upgrades.

(10) From an end-use customer’s perspective, whgbd believe is a
reasonable incremental cost for transmission feslresulting from the
UMTDI effort? Please attempt to quantify your aeswn a per MWH,
percentage, or other basis.

(use as many lines as needed):

AECS has not attempted to quantify a reasonablemmental cost for
transmission facilities resulting from the UMTDFait. However,
consistent with its response to other questionsiheAECS believes that
transmission upgrade costs should be allocateddegtwost causers
(generators) and beneficiaries (transmission owraerg that no LSE or
group of LSEs should pay a disproportionate shhteansmission upgrade
costs for the delivery of renewable energy resautgether areas of the
country. LSE cost allocations do not need to Ipassely identified
because load ultimately will pay for the costsrahsmission upgrades,
whether through transmission rates or through L&8€&srthat include the
costs of PPAs (which themselves would include embddosts for
transmission interconnections) and the costs abtrassion
interconnections for LSE-owned generation.

(11) Should the initial set of interconnecting geners to a newly
constructed transmission line be the only genesatbarged a portion of the
costs of the new transmission line that is requioedJMTDI projects?

YES NO

Please provide reasons and examples to supporayswer (use as many
lines as needed):

As stated above, the cost allocation methods shinaldde a provision that
allows the “first mover” to recoup a portion of itderconnection costs from
those generators that are subsequently allowaddaconnect as a result of
the initial transmission upgrades. It would besogwble to set a sunset
period of perhaps 10 vears after the initial upgrid recouping those costs.

END



