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UNITED STATES OF AMERICA 
BEFORE THE 

FEDERAL ENERGY REGULATORY COMMISSION 
 

 

Competitive Transmission Development                   )                          Docket No. AD16-18-000 
Technical Conference     ) 

 

 
POST-TECHNICAL CONFERENCE COMMENTS OF 

THE ORGANIZATION OF MISO STATES 
 

Pursuant to the Federal Energy Regulatory Commission's ("Commission") Notice 
Inviting Post-Technical Conference Comments dated August 3, 2016, the Organization of MISO 
States ("OMS") provides these comments on issues related to competitive transmission 
development.  The OMS participated in a panel focused on interregional transmission 
development at the technical conference held June 27 and 28, 2016 at the Commission offices.  
The OMS appreciates the opportunity to address broader evolving issues related to Order 1000 
through the questions posed by the Commission.   

It is important to note that the competitive transmission development process in MISO is 
still new, with the first eligible project identified in December of 2015 and the developer still in 
the process of being selected.  As such, the OMS members’ experience with competitive 
transmission is somewhat limited.  Therefore, the OMS has not provided answers to all of the 
questions posed, nor has it addressed all subparts of the questions presented, and in one instance 
addressed a concept holistically to capture broad viewpoints.  The OMS looks forward to 
continued dialog on this topic to ensure that transmission development is done in the most 
efficient and cost effective manner possible. 

Panel One:  Cost Containment Provisions in Competitive Transmission Development Processes 

Question 2. What can public utility transmission providers in regions do to ensure there is 
sufficient transparency for transmission developers to understand: a) how a proposal will 
be evaluated in advance of the proposal submission; b) developments, if any, that occur 
during the evaluation process; and c) the reasons the selection decision was made?  Should 
cost containment provisions in all proposals, and not just winning proposals, be made 
known?  What, if any, guidance or requirements should the Commission provide with 
respect to this issue? 

The OMS concurs that transparency is imperative. This requires that the entire process be 
clearly defined, enumerated and posted for access by developers and evaluators alike. However, 
the OMS does not find it necessary to show cost containment provisions for those proposals that 
were not selected.  
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Question 3. Should there be standardization of cost containment provisions or exclusions of 
certain costs to facilitate comparison of proposals with differing cost containment 
provisions?  If so, what role should the Commission and/or public utility transmission 
providers in regions play in pursuing standardization? 

No, the OMS believes proposals should be judged on a case by case basis.  Once tight 
standards are implemented, they often become the status quo and become difficult, if not 
impossible, to change.  Given that it is early in the cost-containment policy-making process, the 
Commission should not preclude any potential good options or stifle creativity by implementing 
cost-containment standards too early in the process.  Rather, the Commission should allow 
transmission providers sufficient opportunity and flexibility to explore potential cost containment 
solutions that work for their particular footprint and file their own proposed standards with the 
Commission for review. 

Panel Two:  Commission Consideration of Rates that Contain Cost Containment Provisions and 
Result from Competitive Transmission Development Processes 

Question 3. The Commission has accepted proposals to allow incumbent and non-
incumbent transmission developers to recover, under certain circumstances, costs 
associated with developing transmission projects that are proposed but not selected in a 
regional transmission plan for purposes of cost allocation.   Should the Commission 
reexamine, in general, whether such costs may be recovered? 

Generally, no; the Commission’s practice of denying such proposals is well-founded. In 
most cases, transmission developers should bear the costs associated with developing 
transmission projects that are proposed but not selected in a regional transmission plan for 
purposes of cost allocation, except where: (a) a developer is requested/directed to submit a 
transmission proposal by a state, regulatory agency, or a group of states/agencies; (b) a developer 
is required by a particular market rule to submit a transmission proposal; or (c) in other similar 
cases where the decision to submit a transmission proposal is forced by some governmental 
policy or mandate. 

Question 4. Which entities should monitor, verify, and/or enforce compliance with cost 
containment provisions of selected transmission facilities?  What are effective ways for 
them to do so and what are the advantages and disadvantages of different approaches? 

Currently, the RTO is in the best position to monitor, verify, and/or enforce compliance 
with cost containment provisions of the bidder(s) selected by the RTO through a competitive 
selection process.  The RTO has several advantages, including having all necessary data, 
application materials, and the ability to commit long-term resources to the process.  However, 
some thought should be given to the establishment of an independent auditor process that would 
at least periodically assess such cost containment compliance matters.  Further, rules should be 
put in place for enforcement of such compliance with unrecoverable penalties and possibly other 
consequences for violations.  These provisions should ensure that the cost containment 
provisions are achieving their intended goals and protect consumer interests.  
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Since some states have a role in oversight of some aspect of transmission development, 
the Commission should also consider a co-monitoring process between the RTOs and local 
regulatory authority that would include reports based on local siting, construction, and other 
information from commission processes. This detail would be better than high level reports from 
the RTO to the commissions; essentially the states would have feet on the ground for inspection 
of progress, helping to facilitate a prudence review if needed. 

Panel Three: Transmission Incentive and Competitive Transmission Development Processes 

The Commission should not pre-approve any across-the-board incentives for 
transmission facilities selected in a regional transmission plan for purposes of cost allocation 
through competitive transmission development processes.1 Rather, such incentives should be 
considered and granted on a company-by-company and case-by-case basis. This approach will 
ensure that the Commission’s incentive regulations and policies encourage the development of 
transmission infrastructure in a manner that is both consistent with the relevant sections of the 
Federal Power Act, and ultimately, produce demonstrable benefits to transmission customers. 

 Rather than simply pre-approving incentives for all which some transmission developers 
might otherwise request later on, the Commission should require each individual transmission 
developer requesting a transmission incentive(s) for a particular project to demonstrate that the 
incentive(s) they seek are necessary to overcome a particular financial or regulatory barrier to 
attracting the necessary capital. Pre-approving incentives, by definition, reduces the level of 
scrutiny each individual incentive request would receive. In some cases, reduced scrutiny could 
lead to an unjust and/or unreasonable result (e.g., pre-approval of 100% of abandoned facilities 
known to the developer from the earliest stages of project development). 

When considering a particular transmission incentive request, the Commission should 
continue to focus on the risks and challenges surrounding a particular transmission project, and 
not, for instance, on the risks associated with participating in the transmission planning 
processes.2 The costs and risks associated with involvement in the transmission planning process 
are no different from those associated with most other markets and industries.  

 The OMS questions the purpose of any incentive designed to account for the risks 
associated with involvement in the transmission planning processes when initial evidence 
suggests further incentives are not necessary to induce developer participation in those processes. 
In its March 17, 2016 report entitled “Transmission Metrics: Initial Results,” FERC staff, among 
other things, sought to measure non-incumbent participation in the various regional transmission 
planning processes by calculating the percentage of bids or proposals for new projects in Order 
No. 1000 regional planning processes that are submitted by non-incumbent developers.3 
Although available data was limited,4 Commission staff found that non-incumbent proposals 
accounted for 48% of the competitive transmission proposals submitted from 2013 to 2015.5  
                                                           
1 Notice Inviting Post-Technical Conference Comments, FERC Docket No. AD16-18 (August 3, 2016) (August 
2016 Notice), at 2 (Panel Three, Question 1). 
2 August 2016 Notice, at 3 (Panel Three, Question 3). 
3 2016 Transmission Metrics: Initial Results, FERC Staff Report (March 17, 2016) (“2016 Staff Report”), at 6-11. 
4 At the time of FERC’s report, only two transmission planning regions had held competitive requests for proposals - 
CAISO and PJM. 2016 Staff report, at 5-6. 
5 2016 Staff Report, at 8-10.  
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Further, in MISO alone, 48 developers have gone through the process of becoming a qualified 
developer to be eligible to participate in the competitive development process in that region.6  If 
non-incumbents’ participation levels in the other regional transmission planning process turn out 
to be similar, it would seem non-incumbent transmission developers would need no further 
incentive to participate as they are already participating in the various regional transmission 
planning processes at a high level. 

 Reviewing transmission incentives on a case-by-case basis might require changes to the 
Commission’s existing evaluative framework for return on equity adders and other transmission 
incentives at least with respect to transmission projects that use cost containment provisions.7 If 
a prospective developer agrees to cap its costs, then it ought to be able to set the cap to include 
any and all equity adders and other transmission incentives that are approved for it by the 
Commission. Under a case-by-case approach, the Commission would need to issue its 
decision(s) with regard to transmission incentives for that developer and project prior to the 
Planning Region’s conclusion of its competitive selection process.  

Panel Four:  Interregional Transmission Coordination Issues 

Question 1. What factors have contributed to the lack of development of interregional 
transmission facilities (i.e., a transmission facility that is located in two or more 
transmission planning regions)?  Are there actions the Commission could take to facilitate 
such development? 
 

Many factors have contributed to the lack of development of interregional transmission 
facilities, several of which are tied to overarching market-driven industry changes undercutting 
the business case for long-haul transmission generally. For instance, new abundant and 
geographically diverse natural gas supplies and rising coal costs have dramatically shifted the 
generation mix and undercut the business case associated with connecting remote coal to 
population centers. 
  

Other factors that have led to a lack of interregional transmission facilities include 
different market mechanisms among the RTOs, such as cost recovery, settlements, flow hedges, 
joint operating agreements, and others. 
 
Question 3. Should the Commission revisit Order No. 1000’s requirement that an 
interregional transmission facility be selected in the regional transmission plan of all 
transmission planning regions where the facility will be located before it is eligible for 
interregional cost allocation?  Why or why not? 
 

No, the Commission should retain its existing policy; the requirement that an 
interregional transmission facility be selected in the regional transmission plan of all 
transmission planning regions where the facility will be located is essential to avoid functional 

                                                           
6 June 2016 MISO Qualified Transmission Developer List, available at: 
https://www.misoenergy.org/Planning/Pages/QualifiedTransmissionDevelopers.aspx.   
7 August 2016 Notice, at 3 (Panel Three, Question 4). 

https://www.misoenergy.org/Planning/Pages/QualifiedTransmissionDevelopers.aspx
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duplication with other projects identified through the regional planning process. The 
interregional project should be shown to be efficient and cost-effective and rank above others in 
addressing certain specific needs identified in the regional planning process.  
 
Question 4. What reforms, if any, could the Commission adopt to facilitate the 
identification of shared interregional transmission needs?   
 

The RTOs should be required to submit periodic filings to the Commission of progress 
and status of the shared interregional projects, their associated cost allocation method, and future 
planning objectives. 

In addition, the Commission should continue to allow cost allocation methods to differ 
across RTOs, Planning Regions, and even sub-regional entities.  Sharing costs across a seam 
with an entity without a Real Time market could be different than an RTO with a Real Time 
market. These dynamics must be considered in adopting cost allocation methodologies for 
interregional transmission. 
 
Panel Five:  Regional Transmission Planning and Other Transmission Development Issues 

Question 1.  To maximize the benefits of competition, should the Commission broaden or 
narrow the type of transmission facilities that must be selected through competitive 
transmission development processes?  If so, how? 

 
As a guiding principle, a transmission project should proceed through the Order 1000 

competitive selection process if there is a reasonable expectation that the savings (i.e., benefits of 
competition) flowing from improved project efficiency and cost effectiveness as a result of 
applying the competitive selection process. However, for practical reasons and administrative 
efficiency, it may be acceptable for the RTO to specify, on an ex ante basis, categories of project 
or facility types which would be either required to proceed through the competitive selection 
process or be exempt from the competitive selection process.  For example, under the MISO 
tariff, all baseline reliability projects are exempt from the competitive selection process8 and 
under the PJM tariff, projects defined as “immediate need” are exempt from the competitive 
process.9     

 
The OMS supports the principle described in a recent Commission Order in a PJM case 

that transmission project costs may not be “allocated to more than one transmission owner zone 
unless the project or underlying need is subject to a proposal window.”10  As the Commission 
stated in Order 1000-A, “The concept is that there should not be a federally established 
monopoly over the development of an entirely new transmission facility that is selected in a 
regional transmission plan for purposes of cost allocation to others. While the Commission 
recognized exceptions to the general principle for applicability of the competitive selection 
                                                           
8 MISO Tariff, Module B, Section 2.3.2.2 of Business Practice Manual 020. 
9 Typically, a transmission upgrade project that is required to both address a reliability violation and be in service 
within three years.  See, Section 1.5.8 of Schedule 6 of the PJM Operating Agreement.   
10 PJM Interconnection, L.L.C., 156 FERC ¶ 61,132 at P 34 (August 26, 2016).  In PJM, the term “proposal 
window” refers to the competitive selection process.  
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process in the context of regional cost sharing,11 those exceptions must be properly limited.  
When a cost-shared project also qualifies for one of the authorized exceptions from application 
of the competitive transmission process, the Commission should ensure that the efficient and cost 
effective project is developed.  Specifically, the OMS suggests that, in the event that there is a 
cost-shared project that gets allocated to multiple transmission zones, but does not go through 
MISO’s competitive selection process, there should be a special forum for the regulators of the 
locations to which costs will be allocated to weigh in on the issues of benefit and cost. 

  
Question 4. What types of information (please be specific) could be used to measure the 
impact of the Order No. 1000 reforms on transmission development?  For example, what 
information could be used to evaluate whether the more efficient or cost-effective 
transmission facilities are being selected within and between transmission planning 
regions?  How should that information be tracked and reported or posted?  Should 
common metrics be developed for evaluation of the information?   

 
The OMS recognizes the difficulty in determining the type of information that could be 

used to evaluate whether the more efficient or cost-effective transmission facilities are being 
selected within and between transmission planning regions.  The OMS notes the metrics 
developed by the Commission’s Office of Energy Policy and Innovation to assess transmission 
investment patterns in the Transmission Metrics staff report are likely candidates for further 
discussion and refinement.  The Commission could also examine the percentage of overall 
transmission projects proposed and/or awarded to non-incumbents.  Presumably, if the RTO 
selects a non-incumbent over the incumbent which would otherwise have been assigned the 
project absent the Order 1000 reforms, that, in and of itself, represents an indication of some 
benefit.  Furthermore, the Commission would be on solid ground to assume that the Order 1000 
competitive selection process may produce benefits even if the incumbent is selected by the 
RTO.   

 
Because of the difficulty in quantifying the benefits of the Order 1000 reforms, the 

Commission may do better, at least initially, to focus on the costs of implementing Order 1000.  
These costs would be in the form of the RTO’s administrative costs, costs for market participants 
and governmental and non-governmental entity participation in the regional planning process, 
the costs for developers’ bids and proposals, etc.  Data on these costs would be more concrete 
than data on Order 1000 benefits. 
   
 
 

                                                           
11 PJM Interconnection, L.L.C., 156 FERC ¶ 61,132 at P 40 (August 26, 2016).   


