
Ameren 

1) What problems (if any) have you identified with MISO’s existing cost allocation methodology, including 
any barriers the methodology poses to the development of needed electric infrastructure?  What changes 
to MISO’s existing cost allocation methodology would address these problems and eliminate these 
barriers?   

Ameren does not think that MISO's existing cost allocation methodology creates unreasonable barriers 
to the development of needed electric infrastructure.  Ameren believes the focus needs to remain on 
reviewing benefits and identifying benefits while advocating for the benefits to outweigh costs.  MISO 
is currently looking at the inclusion of additional benefits and Ameren supports these efforts. 
 
Ameren believes any changes to existing cost allocation should have to satisfy two conditions: 1) 
it materially improves the alignment between beneficiaries and payers, and 2) does not materially slow 
the identification and approval of necessary projects.   
 
Ameren supports that the current methodology distributes costs roughly commensurate with benefits.  
Ameren believes that exploring additional changes to recognize the multiple beneficiaries of 
transmission (such as lower interconnection cost for generators) is warranted. However, discussions on 
these elements should not delay technical efforts to identify and approve regional transmission needs. 
The rapid pace of fleet change and the influx of renewable generation, evidenced by the MISO 
generation queue and announced utility plans reinforce the need for new transmission infrastructure. 
 
 
 
 
  
 



AMERICAN WIND ENERGY ASSOCIATION AND CLEAN GRID ALLIANCE 
RESPONSE TO COST ALLOCATION PRINCIPLES COMMITTEE QUESTION # 1 

  
 

The American Wind Energy Association (AWEA) and the Clean Grid Alliance (CGA) appreciate the 
opportunity to respond to the questions regarding problems, barriers and potential changes to MISO’s 
existing cost allocation (CA) methodologies, posed by the Organization of MISO States (OMS) Cost 
Allocation Principles Committee.  Below, please find a response to Questions 1(a) and (b).  A response to 
question (c) may be more fully addressed at the requested time in response to Question 4. 
  
One of the key problems with MISO’s current CA approaches is that they do not consider the multiple 
benefits and beneficiaries that result from expansion of the transmission grid.  MISO’s Multi-Value 
Project (MVP) CA methodology considers the widest range of benefits and is MISO’s only CA approach 
that considers public policy benefits. While the MISO’s MVP approach is still in the tariff, and certainly 
could be employed again, there does not appear to be sufficient stakeholder appetite for another postage 
stamp allocated portfolio of projects.  The portfolio of 17 MVPs, approved by MISO in 2011, were cost 
allocated system-wide based on a load share ratio.  It is widely accepted, based on MISO’s triennial 
reviews and updates, that these projects were an unmitigated success bringing benefits well beyond the 
costs to ratepayers throughout the MISO footprint.  It is also widely accepted that this capacity is 
essentially fully subscribed, making another significant transmission buildout necessary if ratepayers are 
to benefit from the abundant low-cost wind, solar and battery resources which utilities in the region 
seek.  The lack of CA methodologies that consider multiple benefits and multiple types of beneficiaries 
creates a barrier to the approval and construction of both Market Efficiency Projects and Generator 
Interconnection (GI) Network Upgrades. 
  
We acknowledge that MISO has recently initiated a Long-Range Transmission Planning effort which 
appears to take a comprehensive approach to transmission planning and generation interconnection that 
considers a broad range of transmission needs and beneficiaries. AWEA and CGA believe this can 
provide the best opportunity for efficient grid expansion to support states’, utilities’, and corporate carbon 
reduction and renewable energy goals across the MISO footprint.  It is now incumbent upon MISO, OMS, 
and stakeholders to develop a comprehensive CA approach that can value a range of transmission drivers 
and consider a range of beneficiaries. 
  
Under MISO’s existing cost-allocation methodologies, load pays the cost for regional transmission 
expansion projects and GI customers pay either 90% or 100% of the cost for network upgrades necessary 
to interconnect.  Certain stakeholders, some of whom do indeed understand the need for substantial 
additional transmission, are advocating that generators should be allocated a portion of the costs for new 
regional transmission additions commensurate with the benefits they receive.  Whether load or generators 
are allocated the costs for new transmission at the front end, load does ultimately pay those costs.  The 
goal of a beneficiary pays model is to ensure that the right load, the load that receives the transmission 
project benefits, is the load that pays.  Yet the challenge with ensuring that the right load pays exists not 
only with regional transmission expansion, but with regard to GI network upgrades. GI network upgrades 
often yield substantial economic and reliability benefits to loads beyond the load associated with the 
generators that are assigned the upgrade costs.  Generators have long been funding network upgrades to 
the MISO transmission grid and continue to be willing to pay a reasonable portion of transmission costs. 
They are prepared to participate in discussions of how to fairly allocate the costs of backbone 
transmission that offers a range of benefits to load and also enables the integration of new lower cost 
resources to support specific policies and goals of states, utilities, and corporations.  However, these 
discussions must also include appropriate allocation of costs to all beneficiaries of GI network upgrades 
as well. 



OMS Cost Allocation Principles Committee: Stakeholder Feedback Request 
 

Big Rivers Electric Corporation 
City Water, Light & Power (City of Springfield, IL) 

Hoosier Energy 
Southern Illinois Power Cooperative 

 
October 23, 2020 

 
Question 1 

 
 
As Transmission Owners in MISO, we appreciate the opportunity to provide feedback on the 
questions provided to the RECBWG mailing list on October 13, 2020. 
 
1) What problems (if any) have you identified with MISO’s existing cost allocation methodology, 

including any barriers the methodology poses to the development of needed electric 
infrastructure? What changes to MISO’s existing cost allocation methodology would address 
these problems and eliminate these barriers? 

 
Response: 
 
MISO’s existing cost-allocation methods include the use of the “postage stamp” approach (in which 
the cost is spread across all load at an equivalent per-unit rate).  MISO has several cost allocation 
methods in place which vary for different project types.  The Multi-Value Project is allocated 100% 
postage stamp to load (on an energy or MWH basis).  Generation Interconnection projects at 345kV 
and above are paid 90% by the requestor and 10% postage stamp to load. 
 
The cost of transmission facilities should be allocated to those within the transmission planning 
region that benefit from those facilities, in a manner that is at least roughly commensurate with 
estimated benefits. Also, those that receive no benefit from transmission facilities, either at present 
or in a likely future scenario, should not be involuntarily allocated any of the costs of those 
transmission facilities.  But the postage stamp approach does not attempt to analytically allocate 
costs roughly commensurate with estimated benefits, and as a result, is likely to allocate costs to 
those that receive no benefit.  The postage stamp is not superior to model-based methods that aim 
to allocate costs to beneficiaries.  Finally, the postage stamp is not a remedy for modeling 
uncertainty.  For these reasons, the postage stamp method is a barrier to stakeholder support for 
certain potential transmission projects in MISO.  To resolve this problem, MISO should eliminate 
and forego the use of the postage stamp approach from all transmission project cost allocation 
methods. 
 
Thank you for considering this feedback. 
 
 
 
 



Entergy Response to OMS Cost Allocation Principles Committee Question 1: 
 
What problems (if any) have you identified with MISO’s existing cost allocation methodology, including 

any barriers the methodology poses to the development of needed electric infrastructure? What changes 

to MISO’s existing cost allocation methodology would address these problems and eliminate these 

barriers? 

Entergy believes that it is premature to delve into a new round of cost allocation discussions at this 
juncture. Such an effort would amount to pursuing solutions to issues that have not been clearly defined. 
Moreover, there is an unresolved question as whether the recently approved cost allocation changes that 
resulted from extensive investigation and discussion of these matters over the past 3-4 years will address 
the concerns that are driving the current efforts. The recent changes to cost allocation and addition of 
benefit metrics have yet to be applied in any planning cycle, and with no MCPS being performed in MTEP21, 
we have not yet had the opportunity to see what projects will have come from applying the new MEP 
benefit metrics and voltage threshold or to evaluate the extent to which those projects may address the 
issues identified in the RIIA, RAN, and other studies cited by MISO and others.  It is imperative that the 
current effort to evaluate cost allocation not be permitted to devolve into mere re-litigation and revisiting 
of the issues resolved in the recent FERC orders – issues that in some cases, are still on appeal – by parties 
who were unhappy with the outcome of those proceedings.   
 
The drivers behind the need for a new cost allocation method or new project type need to be defined 
(reliability, economic, policy), as the gap between system needs and the ability of the current project types 
and planning processes to meet them has not been articulated. 
 

Entergy believes the outcomes achieved with the FERC orders earlier this year were very reasonable and 
reflected a significant effort and compromise by numerous stakeholders. We therefore see little value in 
reopening the topic so soon, nor do we see any reasonable basis for the apparent presumption by MISO and 
some stakeholders that yet to be determined changes are needed.   Some period of time under the recently 
adopted changes – indeed, at least a single planning cycle and regional planning study with those changes in 
effect – is needed before considering a decision to embark down a long, resource-intensive, and difficult 
path toward further changes. 
 
Notwithstanding these concerns, we do think there is room for improvement in terms of establishing rules 
regarding the allocation of costs associated with Network Upgrades driven by generator interconnection. 
There has been discussion about assignment of transmission project costs to generators both recently and 
historically; whether this is on the table needs to be clear from the beginning. In the MVP process, this 
discussion didn't begin early enough to resolve complex issues such as how payments by ICs would be 
guaranteed over time. 
 

Moreover, when the MVP was developed, there was strong alignment among the states and stakeholders 
on the goals of the transmission planning and distribution of wind energy, with some member states having 
renewable energy targets and other states having resources they were seeking to develop. That alignment 
does not exist throughout the footprint today, and it is unclear whether the strategies utilities may pursue 
to achieve its goals will drive any meaningful alignment of policies or projects. In addition, it is clear that 
there is not policy alignment among the member states. Discussion on cost allocation changes need to 
begin with a clear understanding of the goals of the member states participating in these discussions. 
 
Given the very vague description of how MTEP21 would proceed, Entergy believes that MISO must offer a 
clearer description, in the MTEP21 Scope, of how MISO intends to approach MTEP21, and how efforts that 
will begin in MTEP21 will fold into the LRTP. This Scope document should be developed and vetted through 
the stakeholder process. In the meantime, Entergy is concerned that there is no limit to the projects that 
MISO can recommend as an “Other” project type and potentially seek to assign the cost to the TPZ in which 
the project is located. 



 
ENVIRONMENTAL SECTOR’S RESPONSE TO COST ALLOCATION QUESTION # 1   

 
A. What, if any, problems have you identified with MISO’s existing cost-allocation (CA) methodology?   
B. Please identify any barriers the methodology creates in developing needed electric infrastructure.   

 
1. Most transmission projects bring “multiple values” (address multiple drivers/create multiple benefits), but the 

current CA and planning methodologies fail to identify individual projects with multiple benefits or to provide CA 
for them.   

2. Currently, only multi-value projects (MVPs) evaluate public policy benefits; however, MVPs are only recognized 
as part of a portfolio of projects. Between the portfolio requirement and other barriers to MVPs, there is 
effectively no CA method that recognizes public policy benefits. 

3. The benefit metrics used for evaluating potential Market Efficiency Projects (MEPs) and MVPs are insufficient to 
capture all quantifiable benefits. For example, benefits are calculated for the first 20 years of a project, yet 
transmission lines typically have a 40-60 year expected life. (The Brattle Group has also done a significant amount 
of work identifying additional benefit metrics.) As it stands now, beneficial projects are not approved, and 
beneficiaries are free-riding under both project types. Transmission upgrades bring real value to consumers and 
should not be discounted to this degree.   

4. Problems with Cost Allocation for Generation Interconnection Projects (GIPs):  
a. The infrastructure needed to accommodate states’, utilities’, and corporate carbon and renewable goals is 

not being built, in part, because of MISO’s CA for GIPs.   
b. While the CA methodology must send price signals to interconnection customers (ICs) and utilities to ensure 

cost-effective siting of new generation and battery storage, the price signals cannot be so onerous as to force 
well-placed projects to leave the queue. Otherwise, beneficial grid-modernizing infrastructure will not get 
built.   

c. ICs should not be required to pay 90-100% for regionally beneficial upgrades as is the current practice. 
d. The tariff provides two CA options for GI projects: ICs pay 100% (90% for lines >=345 kV) or, if a project passes 

the MEP test, then all of the network upgrade costs are passed to customers (the IC still pays the costs of 
interconnection facilities). Confining the CA calculation to only these two calculations prevents taking a 
broader look at all potential benefits and beneficiaries. Adding low operating cost, zero carbon energy to the 
system benefits customers by reducing energy costs and decreasing health risks, among other things. MISO 
needs a cost sharing methodology that recognizes both the benefits for ICs as well as other reliability and 
economic benefits that will accrue to customers, and allocates costs accordingly.  

e. Generators pass the cost of interconnection to their off-takers, typically load serving entities. The cost of 
capital for generation developers is higher than for utilities, which can result in higher costs for consumers.   

5. In recent years, “Other” projects have swamped the costs of other transmission categories in MTEP.  It is 
inappropriate that the vast majority of costs incurred by TOs (and passed on to customers) do not have CA that 
considers wider beneficiaries.  

 
C. What changes are needed to MISO’s existing cost-allocation methodology to address those problems and 

eliminate those barriers?   
 

1 &2:  MVPs: Because LRTP will recommend projects that address public policy benefits, MISO must either create a 
new category of projects, or a subcategory of MVPs without a portfolio requirement.  CA must recognize multiple 
types of benefits and beneficiaries so the most efficient transmission projects may be identified and approved. 

3. Benefit Metrics: New benefit metrics must be added to existing CA methodologies, and existing metrics may need 
to be redesigned to ensure that beneficial projects get built and there are no free riders.   

4. GI Upgrades: Changes should be made to the GI Upgrade and MEP CA methodologies.  Comprehensive CA that 
covers transmission expansion and GI network upgrades based on a “beneficiary pays” model is needed. 

5. Other Projects: Given the sheer magnitude of their expense, stakeholders deserve more transparency into and 
evaluation of “Other” Projects to determine if the current CA for them is appropriate, and whether they are the 
most efficient solutions.   

 
 



 
 
 
 

 
 

   
 

Great River Energy Feedback to the Organization of MISO States Cost Allocation Principles Committee  

Great River Energy appreciates the opportunity to comment on the following question posed by the OMS 
Cost Allocation Principles Committee:  

(1) What problems (if any) have you identified with MISO’s existing cost allocation methodology, 
including any barriers the methodology poses to the development of needed electric 
infrastructure?  What changes to MISO’s existing cost allocation methodology would address 
these problems and eliminate these barriers?    

Great River Energy does not think that MISO’s existing Market Efficiency Project (MEP) cost allocation 
methodology creates unreasonable barriers to the development of electric infrastructure. The larger size 
of the MISO footprint since the first Multi-Value Project (MVP) portfolio makes MVP cost allocation 
difficult across the entire footprint, but if regions of the MISO footprint support the MVP cost allocation 
methodology, it should not necessarily be discarded. Furthermore, any change to existing cost allocation 
should have to satisfy two conditions: 1) it materially improves the alignment between beneficiaries and 
payers, and 2) does not materially slow the identification and approval of necessary projects.  

Given the five-plus years that it took for stakeholder discussions and approval of MISO’s recent MEP cost 
allocation changes, Great River Energy thinks that it would be wise for OMS to consider it as 
a satisfactory starting point since it enjoys substantial stakeholder approval. There is no methodology that 
will achieve unanimous stakeholder support, so discussions must focus on a cost allocation that most 
closely matches the allocation of projects costs with projected beneficiaries under a wide range of 
futures. We understand from the October Planning Advisory Committee meeting that any projects 
approved in MTEP21 will likely use current tariff language, but it is uncertain whether any large-scale cost 
allocation changes could be finalized before regional projects are approved in future MTEP cycles (post-
MTEP21) given how long it took to make somewhat minor revisions to MEP cost allocation language. Any  
creation of a new project type is likely to take a substantial amount of time, though the addition of new 
metrics and/or expansion of existing may be possible. Any alternative cost allocation 
methodology approved should be superior to the existing methodology.  

Great River Energy urges stakeholders to resist the urge to conflate high interconnection costs with 
a “broken” cost allocation methodology. High transmission network upgrade costs simply reflect that the 
location of an interconnection is suboptimal from an available transmission margin and cost perspective; 
developers are free to locate projects at other sites with lower interconnection costs. The presence of high 
interconnection costs is not proof that load needs to bear more of the costs of interconnection. For 
example, load already pays the network upgrade costs for any reliability issues created with the 
retirement of generation that creates available margin on the system.  



 
 
 
 

 
 

   
 

All transmission projects benefit both generation and load. Over the past 3 MTEP cycles, over $11B in 
transmission upgrades have been approved and load has paid over 90% of those upgrades. Any 
discussion that includes sharing additional generator interconnection costs with load must also include 
sharing costs currently paid by load with generation. While GRE believes current cost allocation distributes 
costs roughly commensurate with benefits, we acknowledge that exploring additional changes to 
recognize the multiple beneficiaries of transmission is warranted. However, given the expected length 
and magnitude of these conversations, they should not delay technical efforts to identify and approve 
regional transmission needs. 

 

Mike Saer 
Great River Energy 
(763) 445-5303 
msaer@grenergy.com 
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ITC Companies Feedback to OMS Cost Allocation Principles Committee  Q1 due Oct 23, 2020 

1. What problems (if any) have you identified with MISO’s existing cost allocation 
methodology, including any barriers the methodology poses to the development of 
needed electric infrastructure? What changes to MISO’s existing cost allocation 
methodology would address these problems and eliminate these barriers? 

 
MISO’s current cost allocation methodology is based on strictly defined project categories, some 
with cost or voltage thresholds, portfolio requirements, and limited benefit metrics that are defined 
in the tariff.  There is also a project hierarchy that could apply in the situation where a project 
meets the criteria for more than one project category, although it has never been necessary to 
utilize those provisions for an MTEP project.   
 
These strictly defined provisions limit identification of projects with regional cost allocation, by 
limiting the types of projects (cost or voltage) that can be considered to address an issue and 
restricting the benefits that can be considered to justify the project.  While the MVP category 
considers multiple benefits with reasonable voltage and cost thresholds, it also includes a portfolio 
requirement which dramatically limits its usefulness, especially across the current expanded MISO 
footprint. 
 
Some MISO project assessments only consider the impacts over a portion of a new facility’s useful 
lifetime; for example, the analysis of MEPs only considers the first 20 years of benefits and costs. 
MISO also uses a 1.25 B/C ratio, which is the maximum B/C ratio (i.e., the most conservative) 
allowed by FERC Order 1000. 
 
MISO’s current cost allocation methodology identifies the Network Upgrades needed to 
interconnect new generators and provides that 90% (345 kV and above) or 100% (<345 kV) of the 
project cost be paid by the Interconnection Customer, without considering whether there are 
additional beneficiaries of those projects. FERC has long recognized that these Network Upgrades 
can have broader benefits, stating in Order 2003 seventeen years ago, “Most improvements to the 
Transmission System, including Network Upgrades, benefit all transmission customers.”  While FERC 
has approved the current provisions in MISO that assign the majority of these costs to connecting 
generators, it has also approved alternative methodologies in some zones that roll these costs into 
base transmission rates.  There are no comprehensive provisions today in MISO to allocate project 
costs between benefitting generators and loads, even in situations where these broader benefits 
can be identified with the benefit metrics currently in use for other project categories.  
 
Fewer limitations on the types of projects that can be identified to address an issue, combined with 
consideration of all potential quantifiable benefits over the lifetime of a project would address 
these problems and barriers.  The current list of project types in MISO presumes that there are 
always distinct types of projects with limited potential benefits, which is inconsistent with the 
reality of how the networked transmission system actually functions today. 
 
ITC thanks the OMS for taking a leadership role to revisit MISO Cost Allocation issues and 
appreciates this opportunity to comment.   We look forward to the additional opportunities to 
provide more detail on potential solutions to the problems and barriers identified above as this 
Committee’s efforts continue. 



Louisiana Public Service Commission Feedback to CapCom Request No. 1 

(10/23/20) 

Q. What problems (if any) have you identified with MISO’s existing cost allocation methodology, 
including any barriers the methodology poses to the development of needed electric infrastructure? 
What changes to MISO’s existing cost allocation methodology would address these problems and 
eliminate these barriers? 

A. The Louisiana Commission has identified no problems and barriers that MISO's current 
cost allocation methodologies pose to the development of needed electric infrastructure.  
Transmission traditionally is built to serve reliability, economic, interconnection, transmission 
service request, or public policy needs.  MISO has project type categories and cost allocations that 
accommodate all of these needs. It also has an "other" category that allows the construction of 
projects that don’t qualify for the specifically identified categories.  If a project is needed, it can 
be built, and the costs are allocated to the beneficiaries of the projects under a FERC approved 
tariff. MISO has expressed that it does not intend to initiate another MVP process, a conclusion 
that many parties, including the Louisiana Commission, agree with.  That leaves a potential gap 
for state public policy driven projects.  There have also been concerns expressed regarding 
generator interconnection cost allocations.  If generator interconnection is being addressed in this 
process, an appropriate mechanism to allocate costs to generators needs to be included in the 
discussions.  

There is no reason, however, to abandon the remaining project categories and allocations. 
New benefit metrics and new allocations for MEP projects were discussed for years, and the ink 
has not dried on the FERC orders approving them.  Planning efforts utilizing these new standards 
have not occurred. These processes should be allowed to proceed before determining additional 
cost allocation changes are needed.  

 The only potential cost allocation barriers to public policy projects would be a reluctance 
of those who want remote located generation projects built to benefit their direct public policy and 
economic interests to pay the price to accomplish those interests.  Some states have economic 
development or environmental goals both in need of billions of dollars in transmission investment 
to achieve the goals. Under MISO's own calculations the costs of transmission needed for 50% 
renewable penetration could exceed $37 billion.  Ratepayers from states who do not maintain those 
goals should not be forced through socialized cost allocation to pay for the public policy and 
economic development decisions of other states.  This is especially true where the 
renewable/carbon goals cannot be achieved without those states relying on the reliability and 
flexibility provided by non-intermittent generation located in other states that is funded fully by 
ratepayers in those other states.   Any new state public policy project category should allocate costs 
to the states causing the projects to be built and should not be socialized absent a demonstration 
that other parties substantially or clearly benefit by actually comparing the costs assessed to the 
burdens imposed or benefits received.    

  



10/22/2020 (DUE 10/23/2020) 

DRAFT MPSC RESPONSE TO CAPCOM FEEDBACK REQUEST 

What problems (if any) have you identified with MISO’s existing cost allocation methodology, including any barriers 

the methodology poses to the development of needed electric infrastructure? What changes to MISO’s existing cost 

allocation methodology would address these problems and eliminate these barriers?  

 The Mississippi Public Service Commission (MPSC) appreciates the opportunity to provide comments on this 

subject. The MPSC supports MISO's existing cost allocation methodologies as applied to MISO's existing transmission 

planning processes - the bottom-up Sub-Regional Planning Meetings, the top-down Market Congestion Planning Study, 

and the Generation Interconnection Planning process. 

Launching into major revisions to MISO’s MEP cost allocation process, particularly upon the heel of FERC orders 

approving recent improvements developed over several years and with significant stakeholder participation and 

concessions, is premature.  Until the new provisions are used in a Market Congestion Planning Study to evaluate 

potential MEPs, MISO and stakeholders will not know whether these changes have addressed the targeted problems 

with cost allocation and transmission construction.  MISO recommended, OMS supported, and FERC agreed that it was 

appropriate to revisit transmission project cost allocation after three years (the Triennial Review referenced in MISO’s 

filing and FERC’s order).  

        However, MISO's existing cost allocation methodologies may not address limited types of projects that may result 

from the incipient Long-Range Transmission Planning (LRTP) process. MISO recently stated that the LRTP process is not 

bound to an existing MISO planning process (e.g., MCPS, GI). 

        For example, MISO's existing cost allocation methodologies do not specifically contemplate individual transmission 

projects that are premised, either in part or in whole, on achieving state, local and/or utility policy goals. The only MISO 

cost allocation methodology that directly addresses public policy is the Multi-Value Project (MVPs) methodology, but 

MVPs must be evaluated as part of a Portfolio of projects whose benefits are spread broadly across the footprint, as 

compared to individual projects whose benefits accrue to a specific, defined geographic area(s).   MISO’s existing 

Participant Funded and Others project types are available to facilitate and cost allocate policy projects  but have not 

recently been used for that purpose.  No one has demonstrated why those project types are not viable.  Importantly, 

MISO has repeatedly made it clear that the LRTP process will not result in another MVP portfolio.  

        The current Generator Interconnection Project (GIP) methodology addresses cost allocation for upgrades required 

to interconnect new generation, regardless of fuel type. With the exception of upgrades on transmission facilities at or 

above 345 kV, MISO's Tariff allocates all of these costs to the interconnecting generator; not load. MISO suggests that 

the LRTP process will examine transmission planning issues associated with integrating renewables into the MISO 

system. And, MISO proposes to identify transmission projects that are forecasted to provide quantifiable economic 

benefits to load and reduce generator interconnection costs. Allocating these costs to load and generation would 

require a Tariff revision.  Again, MISO has not demonstrated why this change may be warranted or why subsidizing 

generation development is appropriate.   

        Finally, at the October 15th PAC meeting, MISO stated the LRTP will result in the creation of a Transmission Road 

Map (TRM). MISO envisions the TRM will be adaptive to future changes (e.g., policy, generation build-out, market shifts) 

and will guide the optimization of near-term needs. MISO stated it will periodically re-evaluate the TRM and change it as 

transmission need may change over time.     

MISO has projected potential infrastructure investment of over $150 billion, including transmission.  Investment 

of this magnitude requires that (i) stakeholders  have a clear understanding of any process designed to identify the 

specific issues to be resolved by this investment that goes beyond power point presentations, and (ii) retail regulators 

and utilities that will pay these costs approve of the investment.  



MN Power 

OMS Cost Allocation Principles Committee Questions: 

1. What problems (if any) have you identified with MISO’s existing cost allocation methodology, 
including any barriers the methodology poses to the development of needed electric 
infrastructure? What changes to MISO’s existing methodology would address these problems 
and eliminate these barriers? DUE October 23 
 
MP Response: Minnesota Power (MP) appreciates the opportunity to provide feedback to the 
OMS Cost Allocation Principles Committee and appreciates the leadership of the OMS as we 
tackle this complex issue. MISO’s existing cost allocation methodology was just updated and 
accepted by FERC this summer. We have not yet had a chance to see the full impact of these 
changes and evaluate if the updated methodology poses any barriers to the development of 
needed electric infrastructure, including regional backbone type projects. However, if changes 
are made in the future, MISO must demonstrate the cost/benefit analysis of proposed projects at 
the local pricing zone level and if a Transmission Pricing Zone does not receive a demonstrable 
benefit from a project it should not be allocated any costs.  
 
Also, given the rapid rate of transformation in the upper Midwest, MISO (with input from 
stakeholders) will need to move quickly and nimbly. We encourage MISO to get creative, think 
outside of the box, and consider potentially allocating costs in ways that may not have been 
considered before. There also may be things that were previously considered that MISO’s 
systems were not sophisticated enough to implement. MISO should explore what’s been 
successful (and what hasn’t been) in other RTOs and regions as part of this effort.  
 
As stated before, given that we have not yet seen how the new cost allocation methodology will 
work in broad applications, MP has not identified any specific barriers that it poses to the 
development of electric infrastructure. However, we believe that it’s likely that the current cost 
allocation methodology will need to be expanded and that additional benefit metrics could be 
needed as we continue to explore Long Range Transmission Planning within the footprint.  Some 
of the questions that should be considered as we continue to discuss this important topic include: 

• How are the costs for regional backbone projects going to be allocated? Should 
Transmission Owners bear the cost or should it be spread amongst Transmission Owners, 
Generator Owners, load, etc.? 

• How are upgrades of existing lines cost allocated?  
• How does the North/South transfer limit factor into the methodology?  
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Northern Indiana Public Service Company, serving 468,000 electric customers in Northwest Indiana, 
appreciates the opportunity to provide feedback to the OMS regarding cost allocation principles.  The 
question that was posed by the OMS is:   
 

(1)What problems (if any) have you identified with MISO’s existing cost allocation 
methodology, including any barriers the methodology poses to the development of needed 
electric infrastructure? What changes to MISO’s existing cost allocation methodology would 
address these problems and eliminate these barriers? 
DUE: OCTOBER 23 
 

As NIPSCO has consistently pointed out, from stakeholder meetings to its complaint filed in 2013 at 
FERC on interregional planning – yes, there are problems with MISO’s existing cost allocation 
methodology.  Unfortunately for customers in transmission zones with congested facilities, those 
congested facilities will likely evolve into reliability problems.  Projects needed for reliability purposes 
are only paid for by those local customers within the transmission zone, instead of a beneficiaries pay 
model like the one used for Market Efficiency Projects (MEP).  This can also manifest into increased 
interconnection costs for needed new generating resources.  Costs for these reliability based upgrades 
are shifted to customers based on geography, and not by who benefits.   
 
There has been progress in the right direction within parts of MISO’s MEP process.  Interregional 
projects between MISO and PJM have costs allocated first between the RTOs and then inside MISO 
based on who benefits from an Interregional MEP.  This would be a good solution to use to model other 
cost allocation methods within MISO, not only from a customer equity standpoint, but also ensuring 
consistency on how these same types of projects are handled. 
 
The problems with the existing cost allocation methodology mainly revolve around the mismatch 
between the opportunities to reduce customer costs from reductions in system congestion and the 
Market Efficiency Project criteria itself.  First from a fundamental process standpoint, it is essential for 
transparency that top economic congestion drivers are routinely identified by MISO using their 
economic models and addressed through a solicitation for project solutions to identify the more cost 
effective and efficient solution.  Often times MISO will obscure persistent existing congested facilities in 
their models through siting of future generation in their models.  Much of this generation is hypothetical 
and located at the discretion of MISO’s model builders.  This hypothetical generation is often placed on 
the good side of existing congested facilities, solving the system congestion issue and killing any chance 
of properly evaluating cost saving projects.  Without addressing fundamental issues like ensuring 
accurate models, cost allocation can be a moot point.     
 
The MEP voltage cutoff from 230 kV is problematic and should be lowered 
As evidenced in MISO’s published market data and in reports like the Independent Market Monitor’s 
State of the Market Report, much of the historic congestion is located at lower voltage levels.  In 
addition, lower voltage projects (100kV to 230kV) are typically lower in cost than higher voltage projects 
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(230kV and above).  This is in equipment cost and cost of land as higher voltage projects have a larger 
land footprint due to required increased clearances.  To optimally address system congestion, having the 
option within MISO’s MEP studies of lower voltage projects is needed to ensure optimal congestion 
relieving solutions are developed.  The only thing worse than not having the option for lower voltage 
projects, is forcing customers to pay for congestion relieving projects only based on geography, rather 
than the benefits calculated by MISO.  Expansion of the cost allocation criteria to projects 100kV to 
230kV is essential to ensure needed transmission is built and is paid for by who benefits. 
 
Inclusion of a more realistic assumption of unhedged congestion costs 
By definition, Adjusted Production Cost (APC) mainly measures the variable costs associated the 
generation dispatched in a given solution and not congestion costs.  This is a fairly accurate measure for 
MISO as the majority of the load within MISO is located within vertically integrated utilities.  This holds 
true for most of the cost to customers except for unhedged congestion costs, which customers do pay.  
In MISO’s MEP planning, unhedged congestion for the APC metric is only applied to purchases and sales, 
which only accounts for about 20% of the total congestion.  The other 80% is assumed to be hedged.  
When applying the unhedged filter on the starting point of only 20% of total congestion, the result is 
MISO only including about 4% of congestion costs in the APC metric. On a net basis the MISO 
Transmission Customer Metric indicates mid 2019—20 at least 25% of actual congestion from purchase, 
sales and self-supply is unhedged and does not go back to load.   MISO should adjust their unhedged 
congestion assumption in their APC metric to align with actual market outcomes as measured by the 
MISO Transmission Customer Metric, which is 25% of congestion is unhedged and paid by customers.    
 
A Winners Only Metric would be more practical 
MISO’s current methodology for calculating MEP benefits nets out positive zonal benefits (winners) and 
negative zonal benefits (losers), which is not realistic.  MISO does not clear their market footprint wide 
and charge all customers the same average cost of energy.  There is price separation between zones 
based on resources and transmission system capability.  MISO’s benefit calculation should mirror reality. 
 
Due to netting MISO’s current APC metric can have trouble distinguishing from a beneficial project and 
one that does nothing.  This grouping of all MISO customers perpetuates the status-quo.  A completely 
uncongested system will require the least amount of production cost to operate, however may be too 
costly of an investment for the costumer. The ultimate goal is to test if it’s worth it for those that would 
benefit and pay to alleviate the congestion; not keep it around for those that happen to be on the good 
side at the moment.  A “winners” only model ensures only beneficiaries of the project pay, and potential 
offsets in some zones are not included in the benefits calculation, ensuring customers can realize energy 
savings through transmission investment. 
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(1) What problems (if any) have you identified with MISO’s existing cost allocation methodology, 
including any barriers the methodology poses to the development of needed electric 
infrastructure?  What changes to MISO’s existing cost allocation methodology would address 
these problems and eliminate these barriers? DUE:  OCTOBER 23 

 
Northern States Power (NSP) appreciates the opportunity to provide feedback to the OMS Cost 
Allocation Principles Committee on identified barriers with MISO’s existing cost allocation 
methodologies and possible changes to eliminate the barriers in order to support the development of 
needed electric infrastructure.   
 
NSP supports MISO’s current cost allocation approach that allocates the cost of transmission projects 
based on the purpose of transmission projects.  MISO’s Multi-Value Projects (MVPs) and Market 
Efficiency Projects (MEPs) are regionally cost allocated across Cost Allocation Zones while projects 
designed to meet a specific local reliability needs or other local needs are allocated to the zone where 
the projects are located.  NSP also continues to support the OMS long range planning principles 
approved in June 2019.  
 
MISO’s MVP project category has many elements that will be useful for the OMS to consider when 
discussing cost allocation for electric infrastructure needed for the future, including potential Long-
Range Transmission Plan projects.  The MVP category is flexible and defines multiple benefits metrics 
however, has barriers that will make it difficult to use again for a new portfolio of electric infrastructure 
projects.  The most challenging issue with the MVP project type is that it includes footprint wide regional 
postage stamp cost allocation.  It will be difficult for stakeholders to support a regionwide postage 
stamp because (1) the MISO footprint has grown significantly with the addition of MISO South, (2) it is 
difficult to develop a portfolio that provides equal benefits to all parties across the region and (3) model 
inputs such as generator siting and futures do not have universal buy-in. NSP encourages the OMS to 
explore the elements of the MVP category which continue to make sense and consider revisions to this 
category which could be widely supported by the states, Transmission Owners, generators, and 
stakeholders.  As an example, OMS should consider sub-regional portfolios that are mostly allocated to 
that sub-region.  The sub-regions could be flexible (potentially even defined by state boundaries).  
Another example the OMS should consider is adding a new benefit metrics to this category which could 
help fairly allocate the costs of backbone transmission projects and/or network upgrades between 
generators and load.  NSP encourages a robust dialog that considers a variety of options but achieves 
near consensus as quickly as possible. 
 
Another challenge that has sidetracked the discussion is a focus on individual lower voltage and less 
regionally impactful projects.  Attempting to regionally cost allocate these individual projects is difficult 
because lower voltage projects do not spread benefits far and there is uncertainty in the beneficiaries.  
NSP encourages the OMS to not focus on individual lower voltage projects, but instead put efforts on 
transmission cost allocation for larger transmission projects and electric infrastructure that will provide 
more value to the region.  
 
NSP notes that MISO’s current cost allocation methodology for Market Efficiency Projects was just 
approved by FERC.  It is premature to identify concerns with the new rules since they have not yet been 
tested.  We believe the new cost allocation rules for Market Efficiency Projects should stay in place for 
several Market Congestion Planning Study cycles to determine if the cost allocation methodology needs 
any further revisions.   
 



OMS Cost Allocation Principles Committee Feedback Request #1 
Otter Tail Power Company Response 
 
(1) What problems (if any) have you identified with MISO’s existing cost allocation methodology, 
including any barriers the methodology poses to the development of needed electric 
infrastructure?  What changes to MISO’s existing cost allocation methodology would address these 
problems and eliminate these barriers?   
 
Otter Tail Power Company believes the current cost allocation methodologies are appropriate and 
achieve the principle of distributing costs roughly commensurate with benefits and we are not 
advocating for any changes at this time.  While Otter Tail Power Company supports the Multi-Value 
Project (MVP) cost allocation methodology, in consideration of the unprecedented change our industry 
is experiencing, there may be merit to review either the existing MVP cost allocation methodology or 
consider a new regional or sub-regional cost allocation methodology for MVPs (or a new project type) to 
equitably support future resource and transmission needs while considering cost-causation and 
consumer benefits.   
 
In the MISO West region, for example, Network Upgrades in the form of high voltage “backbone” 
projects are being identified as part of the generation interconnection process.  Although the MVPs have 
provided significant increases in transmission capacity, new generation projects seeking to locate in the 
MISO West region are finding that there is no excess transmission capacity because the MVPs are now 
fully utilized – even after the significant increases in transmission capacity that had been provided by 
area MVPs.  These “backbone” Network Upgrades are resulting in prohibitively high interconnection 
costs in the West region and warrant a review as they are having a chilling effect on new generation 
development in the MISO West area.   
 
The MVPs were a proactive approach to shaping the generation interconnection queue.  In contrast, 
these “backbone” projects today are driven by generation that is already in the queue.  While the 
sequencing of these two situations was different, the resulting projects are remarkably similar, but the 
project types and resulting cost allocation is not.  Per the tariff, these Network Upgrades driven solely by 
an Interconnection Request will not be considered MVPs.  We are not presupposing an outcome or 
advocating a position at this time as to what the benefits are from these projects or who should pay, but 
a key to making that determination and addressing the project type and cost allocation issue is to fully 
assess the drivers and beneficiaries of these future transmission projects.   

As a Transmission Owner located in a region that largely exports energy to other areas, an important 
consideration in a review will include ensuring that any modeling sufficiently identifies the actual 
beneficiaries resulting from future transmission projects.  Although the new transmission may result in 
increased delivery of energy from our region, it does not necessarily correlate to benefits for our 
customers.  Critical to any cost allocation change is assurance that customers are not disproportionately 
assigned costs if they are not receiving actual benefits.  

A “no harm” test should also be considered in a review of cost allocation methodologies.  Some large 
Cost Allocation Zones (CAZs) have several Transmission Pricing Zones (TPZs).  To the extent that costs 
are being allocated to a CAZ, it may not be just and reasonable to allocate costs to each TPZ in that CAZ 
if a specific TPZ is showing negative benefits.  In these situations, consideration should be given to 
reallocating any such costs to the benefiting TPZs.  



OMS Cost Allocation Principles Committee: Stakeholder Feedback Request 
Prairie Power, Inc.  
 
Question 1: What problems (if any) have you identified with MISO’s existing cost 
allocation methodology, including any barriers the methodology poses to the 
development of needed electric infrastructure?  What changes to MISO’s existing cost 
allocation methodology would address these problems and eliminate these barriers?   
 
Response: None.  The high cost of network upgrades for generators in the west is the 
proper price signal as this area is highly congested and cannot accommodate additional 
generator interconnections without major upgrades. 
 



OMS Cost Allocation Principles Committee: Stakeholder Feedback Request 

1) What problems (if any) have you identified with MISO’s existing cost allocation 
methodology, including any barriers the methodology poses to the development of needed 
electric infrastructure? What changes to MISO’s existing cost allocation methodology would 
address these problems and eliminate these barriers?    DUE: OCTOBER 23, 2020 

 

The Public Service Commission of Wisconsin appreciates the opportunity to respond to both of the 
questions raised.  
 The main problem with MISO’s cost allocation methodology to date is that it is not based on the 

value added associated with each transmission project, which hinders the correct allocation of 
scarce resources.  

 The main solution is to apply the beneficiaries-pay principle rigorously, striving to improve its 
accuracy over time, avoiding generalized cost allocation methodologies such as postage stamping.  

 

The appropriate objective function in making transmission investments is to maximize value added. 
That requires the correct identification and quantification of both marginal costs and marginal benefits 
associated with any proposed investment. It requires the use of expected values to reflect the 
uncertainty of future outcomes. It is not easy, but it is necessary, and it is a process that improves 
over time if undertaken seriously and with discipline.  
 

Discussions among MISO and its stakeholders often fail to properly identify and quantify value added 
for each proposed transmission project with the required rigor and detachment. As a result, many 
assertions and decisions are insufficiently analyzed and justified to allow the proper evaluation of the 
alternatives being addressed. The degree of difficulty associated with analyzing the marginal benefits 
and costs of economic externalities should not exempt them from being identified and quantified. We 
observe that the result is a tendency to mismanage cost allocation, based on vague assertions that are 
not clearly demonstrated to control the associated benefits, such as voltage thresholds and initial 
transmission drivers. Fairness and economic logic require that beneficiaries should pay for transmission 
projects, a principle that has been clearly supported by FERC. There should be no cost allocation 
assigned to any party that does not benefit from a project. Violating the beneficiaries-pay principle 
invites disincentives to selecting the optimal solutions. Cost allocation should be addressed concurrently 
with transmission planning, and in so doing, both should be consistent with preserving state 
jurisdictional authority and objectives as well as with the provisions of FERC Order No.1000. Cost 
allocation principles ideally must strive to be universal, adapted only as strictly required. In designing 
the cost allocation provisions that apply to any new transmission project category, these provisions 
should avoid reliance on arbitrary characteristics that would impede the application of this universality 
principle. Single and multiple drivers should not affect the cost allocation principles. Reliability and 
public policy considerations, among others, may be the initial drivers of particular transmission 
projects. However, the economic benefits associated with these, and potentially other, considerations 
should be identified and quantified, ultimately in financial terms, in order to determine the appropriate 
cost allocation to be applied. Benefit and cost metrics should be real, quantifiable, verifiable and 
forward-looking. Being forward-looking, the metrics should reflect uncertainty. Cost allocation 
mechanisms should avoid cross-subsidization. Cost allocation should also strive to be and to remain as 
accurate as possible, with as much granularity as is technically feasible and practical. Since the 
marginal value and use of any transmission project will vary over time, its cost allocation must be 
reviewed and, if necessary and to the extent practicable, be updated, provided the benefits associated 
with any such proposed update are material and offset the costs associated with any such proposed 
update. To avoid doubt: any such cost allocation update would not be retrospective, would not trigger a 
benefit/cost recalculation, and would not alter the amount of the cost recovery, just redistribute that 
amount. All projects should be evaluated individually, on a project-by-project basis. Projects should not 
be considered as a portfolio of projects, unless acceptable projects can be combined to resolve a 
common need and demonstrably mitigate risk as a portfolio. Broad, indirect, or generalized cost 
allocation methodologies, such as postage stamp and load ratio share, should only 
be considered when they can be rigorously justified and do not undermine the 
economic incentives required to identify and promote optimal transmission 
solutions. 

 
 



October 22, 2020 
 

OMS Cost Allocation Principles Committee: Stakeholder Feedback Request 
WEC Energy Group Response 
 
Q(1):  What problems (if any) have you identified with MISO’s existing cost allocation methodology, 
including any barriers the methodology poses to the development of needed electric infrastructure?  
What changes to MISO’s existing cost allocation methodology would address these problems and 
eliminate these barriers? 
 
A(1):  Generally speaking, the existing regional cost allocation methodologies do not pose a barrier when 
a need for transmission is identified.  This is especially true for transmission projects needed for 
reliability.  Transmission projects whose business case is based on economics have sufficient cost 
allocation mechanisms, including participant funding, that do not pose barriers.  Under the current cost 
allocation methodology for economic-other projects, we do believe that a Transmission Owner (TO) and 
its Network Customers should have the option, rather than the obligation, to pursue a less than 230 kV 
(lower voltage) market efficiency transmission project.  If a TO decides to not pursue a lower voltage 
market efficiency project and there are benefits to others, those other beneficiaries have the ability to 
pursue that project through participant funding. 
 
MISO stakeholders have recently undertaken discussions about a Coordinated Planning Process (CPP) 
and its corollary, the Long-Range Transmission Planning (LRTP) initiative.  Both are the direct result of 
large generation interconnection costs in MISO’s West region.  Although the cost of network upgrades 
needed to interconnect generation in western MISO is above an implied cost threshold, we believe the 
process is working as designed by sending a clear and appropriate price signal that additional generation 
in western MISO requires substantial transmission infrastructure.  Interconnection Customers and the 
LSEs who intend to purchase the capacity and energy from those resources can make an economic 
decision to move forward with those projects or look for other, less transmission intensive areas to site 
resources.  We do not believe the cost allocation mechanism within the Generation Interconnection 
Procedure is a barrier. 
 
Inter-regional transmission cost allocation methodologies with PJM and SPP have created barriers to the 
development of inter-regional transmission projects.  FERC docket EL13-88 and its subsequent dockets 
contain information on how those cost allocation methodologies created barriers and how some of the 
barriers have been removed.  However, voltage thresholds and multiple B/C hurdle barriers still exist.  
Our understanding is that the focus of the OMS CAPCom is on regional transmission cost allocation and 
we will not elaborate further on inter-regional barriers.  
 
 



Montana-Dakota Utilities Co. (MDU) 
Stakeholder Feedback 
Cost Allocation Principles Committee – Question 1  
 
 
(1)          What problems (if any) have you identified with MISO’s existing cost allocation methodology, 
including any barriers the methodology poses to the development of needed electric infrastructure? 
What changes to MISO’s existing cost allocation methodology would address these problems and 
eliminate these barriers?  
 
Cost allocation doesn’t fit the current MISO environment where load growth is flat and there is a 
significant amount of new speculative generation (renewables) in the queue wanting to be added to 
the system as compared to generation forecasted to be retired. The transmission system in the 
Dakotas is full and there are questions around who is the off-taker for all the new renewable 
generation planning to be built. Cost allocation needs to recognize who is causing the impacts and 
who is the beneficiary. It shouldn’t create winners and losers. 
 



October 29, 2019  
Submitted by Kimberly Dunning, Manager MISO Affairs on behalf of 
Steve Rawlinson, Director of Electric Engineering  

(1) What problems (if any) have you identified with MISO’s existing cost allocation methodology, 
including any barriers the methodology poses to the development of needed electric infrastructure?
What changes to MISO’s existing cost allocation methodology would address these problems and 
eliminate these barriers?
DUE: OCTOBER 23
MISO’s cost allocation methodology has been debated extensively in the stakeholder community for 
many years.  The cost allocation methodology may never satisfy everyone, however, recent 
improvements such as removal of the 20% postage stamp provisions moves the allocation methodology 
to a point where it is seems equitable to most.  As far as barriers to the development of needed 
infrastructure, there still seems to be a lack of cost shared projects being identified.  Potential issues:

• Process MISO uses to identify congested transmission, value placed on the congestion and the 
process used to identify potential projects to address congestion.

• MISO and the stakeholder community could evaluate how neighbor RTOs identify cost shared 
projects.  For instance, in PJM the RTO identifies the congested areas and then solutions are 
identified by potential project developers, and projects are awarded based on cost benefits.

• It has been difficult for MISO and its stakeholders to agree upon a comprehensive strategy to 
address transmission needs vs. future generation siting.  The current piecemeal approach for 
identifying transmission upgrades associated with generation projects makes many of the 
generation projects in MISO’s queue not economically viable (for the generation developer), 
especially with respect to Affected System Studies. 




