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1. Xcel Response to Seams Whitepaper (see Question 4) 

Specifically, there are three areas of focus related to transmission service across the seam – rate 
pancaking (use of available transmission capacity), transmission service during planned outages, 
and unreserved use penalties.  

Rate Pancaking – The SPP interpretation of the JOA treats any flows on the neighboring system 
as transmission service, including loop flows and emergency use of the system due to 
transmission outages. Customers geographically close to the seams, including those on the 
situated in the integrated northern seam are charged a pancake rate for flows related to 
generation crossing the bordering RTO to serve load while paying Network Transmission to the 
RTO where the load is located. These charges impose an unfair burden to these customers that 
are not incurred by customers inside the respective RTOs. 
 

2. AECC Response to Seams Whitepaper  
 
The most important/impactful seams issue is the pancaked transmission rate for serving 
network load in one RTO from resources located in the other RTO. AECC believes the costly 
pancaked rate results in both reduced transmission efficiency across the seam and reduced 
revenues to the RTO transmission owners. Given the magnitude and recent increases of the RTO 
transmission rates, AECC and likely others who pay the pancaked rate will be economically 
driven to find alternatives to paying the pancaked rate, reducing revenues received from 
transmission service. 
 
The total annual cost to AECC of the pancaked rate and the cost of securing additional capacity 
in the SPP is in excess of $7.0 million per year, as summarized above. As part of its ongoing 
efforts to mitigate the cost of the transmission seam and the pancaked rate, AECC unwound 
about one third of the pseudo-tie load on January 1, 2018. AECC is currently evaluating other 
SPP capacity options to potentially unwind additional pseudo-tie load. AECC’s resource plan, 
including details as provided in AECC’s Integrated Resource Plan as filed with the Arkansas Public 
Service 
 

3. CGA/ACP/APA Response to Seams Whitepaper  

Rate pancaking was a significant issue between utilities prior to the creation of RTOs. Now that 
same issue exists between many regions including between RTOs, though it has been eliminated 
along the MISO-PJM seam. Given the potential for new resource development in the MISO and 
SPP regions, eliminating the pancaked transmission rates between the two regions could assist 
load serving entities in choosing the most cost effective new resources to serve their load.  

https://www.misostates.org/images/stories/Seams_Coordination_Efforts/Xcel_Energy.pdf
https://www.misostates.org/images/stories/Seams_Coordination_Efforts/AECC_Seams_Comments_to_OMS-RSC.pdf
https://www.misostates.org/images/stories/Seams_Coordination_Efforts/CGA_APA_AWEA_OMS_RSC_Seams_WP_Response.pdf


MISO and SPP have different approaches to charging for transmission use, as SPP continues to 
focus on transmission usage on a transmission path basis, rather than transmission service to 
the market. The white paper identifies a concern around unreserved use penalties, and this 
becomes a barrier to construction of new interregional projects, as under SPP’s current 
understanding, MISO would need to both pay its share to construct an interregional line, and 
then pay transmission service on that line to use it. This needs to be addressed both to eliminate 
the barriers to interregional upgrades and to avoid double charging customers.  

Moving power across the seam requires payment for transmission service in both regions. 
Failure to make transmission service reservations for the correct amount can result in additional 
penalties. The impact is a significant impediment to both long-term and short-term transactions. 
Pancaked transmission rates for transactions across multiple utilities were eliminated within the 
RTOs as a result of their formation. The result has been the growth in markets that facilitate 
access to lower cost energy across large regions spanning multiple utilities. Negative impacts 
from the loss of transmission revenues were generally more than made up by the lower cost of 
energy. The same concept has been applied for several years between MISO and PJM. It would 
be highly informative to study the costs and benefits of reducing or even eliminating the 
pancaked transmission rates between the MISO and SPP.  

Further, long term contracts to move power between the two RTOs have been severely 
hampered by the lack of sufficient protection against congestion when transmission service is 
acquired. The problem is particularly acute in the SPP where ARR/TCRs from Point to Point 
transmission service have been of little value, exposing the parties to very large and 
unanticipated costs. The impact of this should be examined as a part of understanding the cost 
of transacting energy between the RTOs. 

4. MRES Response to Seams Whitepaper 

Issues around Transmission Service across the Seams, pancaked rates, and the potentially 
lengthy RTO planning processes to move forward with a local reliability driven transmission 
project across the seams, adds to the cost and the timeline challenges of member communities 
being able to serve point load additions which the existing transmission system cannot 
accommodate. This can make economic development in member communities more challenging 
if not impossible. 

MRES believes there should be an effort undertaken to eliminate planning and pancaked rate 
obstacles along the MISO-SPP seam. There should be timely and efficient processes to 
interconnect MISO and SPP to resolve load serving reliability needs that may be viewed as minor 
issues in a greater inter-regional context, but of great significance from a local perspective. An 
expedited process should be available. It should be feasible to allow for utilizing each other’s 
system without significant process hurdles driving one towards physically larger and costlier 
projects to not cross the RTO seam. 

5. MDU Response to Seams Whitepaper 
The difference in implementation of Section 5.2 under the JOA between MISO and SPP, as 
compared to the MISO and PJM seam, puts MISO customers at a disadvantage when it comes to 
rate pancaking along the MISO-SPP seam. 

https://www.misostates.org/images/stories/Seams_Coordination_Efforts/MRES.pdf
https://www.misostates.org/images/stories/Seams_Coordination_Efforts/MDU.pdf


 
6. Southern Company Response to Seams Whitepaper 

With the adoption of nodal markets and congestion-based transmission pricing in SPP and the 
migration of the Entergy Electric System into MISO, the cost of base/physical transmission 
service under both the SPP and MISO open-access transmission tariffs and the net cost of 
congestion (i.e., congestion costs that are not capable of a reasonable hedge under present SPP 
and MISO administration of financial transmission rights programs) has skyrocketed. This 
skyrocketing cost of transmission service through and/or out of the SPP and MISO systems is 
severely undermining the value of firm long-term transmission service and creating economic 
disincentives to the acquisition of remote generation capacity in the SPP and MISO regions and 
the export of that capacity to load centers in the Southeast region served by the Southern 
Operating Companies. 

As referenced in response to Question 1, the white paper does not appear to consider efficiency 
in support of wheeling flows through and out of the SPP and MISO systems as a primary 
concern. It is submitted that the efficiency of “capacity portability” across the seam, including 
when that capacity is destined for more remote delivery to regions beyond SPP or MISO, should 
be a primary concern to assure quality and comparability of services. Also as noted above, 
without an effective design to assure that long-term firm transmission requests granted as 
simultaneously feasible from being rendered infeasible because of assumptions built into the 
financial transmission rights regime and associated modeling practices, the value of firm point-
to-point transmission is substantially undermined. This deprives both RTOs of the benefits 
associated with a robust market for firm point-to-point transmission. 

7. SPP Response to SLC Questions 

As the Federal Energy Regulatory Commission (“FERC” or “Commission”) found in Docket No. 
EL02-111-000, regarding the issue of rate pancaking between the Midcontinent Independent 
System Operator, Inc. (“MISO”) and PJM Interconnection, L.L.C. (“PJM”),1 absent a lost revenue 
recovery mechanism such as the Seams Elimination Charge Cost/Adjustment/Assignment 
Charge (“SECA”), would result in inappropriate cost shifting between customers because 
“[t]hrough and out revenues . . . are no longer credited against cost of service, and native load 
customers assume that burden previously carried by the importing customers, in the form of an 
increase in their own rates.”2 In addition, the results of the PJM/MISO ROTR elimination and 
creation of the SECA was part of settlement in that docket. SPP anticipates a similar process if 
the RTOR were eliminated between SPP and MISO. 

While rate pancaking was eliminated, it did not remove all revenue transfers between the 
parties on each side of the MISO-PJM seam. Identification and recovery of revenues lost through 
the elimination of the regional through and out rate are difficult to determine. Additionally, it 
has taken many years and yet significant litigation is ongoing to address the revenue shifts 
between MISO and PJM that has resulted from the elimination of the RTOR. 

8. AEP Response to Market Monitor Report  

https://www.misostates.org/images/stories/Seams_Coordination_Efforts/SO.pdf
https://www.misostates.org/images/stories/Seams_Coordination_Efforts/Final_SPP_Response_03_25_19.pdf
https://www.misostates.org/images/stories/Filings/SPP_RSC_Documents/Tier_1_Feedback/AEP_Comments.pdf


We agree with the SPP MMU findings that the rate pancaking issue is not a major concern and 
that this issue could be closed out. 

9. CGA/APA/ACP Response to Market Monitor Report 

The MMU report’s focus on market transactions misses one of the major costs for utilities with 
load on one side of the seam and generation on the other. We understand that the MMU 
believed that its scope of work was to look at market transactions rather than longer term 
procurements. Our comments are not intended to be taken as a criticism of the MMU. Rather 
we want to point out that such an analysis missed the largest impact to consumers. The MMU 
acknowledges that it did not examine these costs on existing generation and load, nor the 
potential impact on the development of lower cost generation that might otherwise be utilized 
to the benefit of the utility’s customers.4 

In other words, the MMU did not attempt to determine how the pancaking of rates adds costs 
to consumers who happen to be served by a utility that has generation and load in different 
RTOs. In these situations, utilities cannot depend on non-firm service, and the Market Import 
Service and Spot-In Service do not provide the necessary firm service.5 The costs associated 
with the status quo are exactly the kind of cost that should be examined and reported to the 
liaison committee. 

the MMU does not address the impact of the cost of paying for long-term service in both RTOs. 
For instance, a utility that has generation and load separated by the seam will likely need to pay 
for transmission in both RTOs if it needs firm service. This cost can be unfair as compared to the 
transmission it is actually using. The same impediment exists when a utility has issued an RFP for 
generation under a contract. Even though the cost of the generation to meet energy, and/or 
capacity needs may be lower cost and closer to the load serving entity, the long-term nature of 
the contract will require long-term transmission service in both RTOs. This, coupled with other 
barriers to moving power across the seam, likely means that this lower cost generation will not 
be considered. The MMU did not consider this cost.  

We encourage the Liaison Committee to request a more in-depth review to analyze the negative 
impact that current pancaked transmission rates have in situations where utilities have load on 
one side of the seam and generation on the other 

10. AECC Response to Market Monitor Report  

AECC requests that the scope of an analysis of pancaked rates be widened to include long-term 
transmission service obtained by Load Responsible Entities (Load Serving Entities in the case of 
MISO) to serve and provide resource adequacy to network loads, and in particular, obtained to 
serve network loads in close proximity to the border between two RTOs. An example of this 
situation is the transmission service procured by AECC to pseudo-tie load located on SPP 
transmission to be served from resources in MISO. A specific recommendation outlined below is 
to evaluate whether a discounted transmission rate for such service may be warranted. 

11. ITC Response to Market Monitor Report  

https://www.misostates.org/images/stories/Seams_Coordination_Efforts/APA_CGA_and_AWEA_Joint_Comments.pdf
https://www.misostates.org/images/stories/Filings/SPP_RSC_Documents/Tier_1_Feedback/AECC_Comments.pdf
https://www.misostates.org/images/stories/Filings/SPP_RSC_Documents/Tier_1_Feedback/ITC_Holdings_Corp_Comments.pdf


The IMM’s analysis of rate pancaking excludes long-term firm transmission service given that it 
typically supports long-term contracts and transactions are “dictated mainly by transmission 
policy and other factors,” and with respect to the remaining transactions, finds that rate 
pancaking has a “very limited effect on import and export volumes.” Further, the IMM finds that 
most of the reasons for unreserved use charges are “not for a seams related issue.” In its study 
of joint dispatch, the MISO IMM finds annual benefits of approximately $17M for joint dispatch 
and $29M for joint dispatch and joint commitment, which the IMM categorizes as “modest”: 
only 0.1 and 0.2 percent savings in total production costs, respectively, although likely 
understated 

12. MidAmerican Response to Market Monitor Study 

The report finds that further reductions in the already-discounted charges for Spot In / Market 
Import Service would have little effect on transaction volumes – but this largely misses the 
point: pancaked through and out charges far exceed the charges for Spot In / Market Import 
Service, and through and out charges are thus a much larger financial impediment to 
transactions between MISO and SPP. 

If MidAmerican correctly understands the analysis, there is no basis for the report’s primary 
conclusion: that “rate pancaking has a very limited effect on import and export volumes with 
the removal of duplicate transmission charges.”10 This conclusion is flawed, if indeed it rests on 
an analysis of a small component of the overall pancaked charges. Similarly, the conclusion that 
“it is unclear if the net benefits would make this a priority or outweigh the implementation 
costs”11 appears unjustified, if in fact that conclusion is based only on further discounting of 
Spot In / Market Import Service charges for imports while ignoring the much larger impact of 
through and out charges for exports.  

In posing these questions, MidAmerican is not necessarily arguing for the elimination of through 
and out rates. MidAmerican is simply noting that, if its understanding is accurate, then the study 
provides an inadequate basis for considering the impact of eliminating or retaining through and 
out rates. 

13. MJMEUC Response to Market Monitor Report 

One example of duplicative charges that is not mentioned in the pancaking analysis is RTO 
administrative (admin) fees. For a resource in MISO being used to serve load in SPP, MJMEUC 
will pay the MISO admin rate on the generation and the export schedule, and, under newly 
proposed SPP admin fees, MJMEUC will be charged the SPP admin fee on the import and the 
load. So, for 1 MW of load in SPP being served by a resource in MISO, MJMEUC ends up paying 4 
times in admin fees (and technically there are admin fees on the transmission as well). When 
that generation is not owned by MJMEUC, it could end up paying 5 times in admin fees. 
Although the admin fees aren’t big on a $/MWh basis, they add up quickly when there are lots 
of MWhs flowing between the seam. 

 

14. Otter Tail Response to Market Monitor Report 

https://www.misostates.org/images/stories/Filings/SPP_RSC_Documents/Tier_1_Feedback/MJMEUC_Comments.pdf
https://www.misostates.org/images/stories/Filings/SPP_RSC_Documents/Tier_1_Feedback/Otter_Tail_Power_Co._Comments.pdf


The scope of the rate pancaking study excluded our primary concern, which is the customer 
impact from duplicative transmission charges incurred when a utility on the seam is required to 
take long-term firm transmission service from both MISO and SPP to serve its retail load. As a 
MISO Transmission Owner and Local Balancing Authority on the western edge of MISO, Otter 
Tail’s service territory encompasses a significant portion of the MISO-SPP seam in North Dakota, 
South Dakota, and Minnesota. With the integration of the Integrated System (IS) into SPP (along 
with several of Basin Electric Power Cooperative’s members), a portion of Otter Tail’s MISO 
Network Load also became SPP Network Load, which means that the load is continuing to pay 
for long-term firm transmission service in MISO, but is now also paying for long-term firm 
transmission service in SPP (i.e., pancaked). To maintain the same level of service to our retail 
loads in SPP, we are now taking Network Integration Transmission Service (NITS) from SPP, 
which is one type of long-term firm transmission service. The rate pancaking analysis in the 
study specifically excludes consideration of long-term firm transactions like Otter Tail’s NITS and 
focused instead on market efficiency opportunities related to price spreads. 

The rate pancaking analysis does not provide a complete picture of the rate pancaking impacts 
to customers because it excludes consideration of long-term firm transmission service. We are 
not saying the analysis is flawed or incomplete, but it is important to understand that this is an 
analysis of one aspect of rate pancakes from a market efficiency perspective. It does not provide 
a comprehensive look at how rate pancaking impacts costs for retail customers on or near a 
seam. 

15. SPP Response to Market Monitor Report 

Any changes to or elimination of the current rate structure would have impacts to transmission 
customers and transmission owners and would require thorough analysis and policy debate 
around the potential benefits and cost shifts that could result. As we have seen in other RTOs, 
there is a potential of ongoing legal and regulatory issues. An example is the ongoing American 
Electric Power Service Corporation v. Midcontinent Independent System Operator, Inc. (Docket 
EL18-7- 000), Midcontinent Independent System Operator, Inc., and PJM Interconnection, L.L.C. 
(ER-05-6-118, ER10-2283-001) litigation over the elimination of through and out rates, which has 
been ongoing for years.  

16. Xcel Response to Market Monitor Report  

As a general comment, we note that the rate pancaking and unreserved use discussion focuses 
entirely on market impacts and does not address the core issue of pancaked network 
transmission service to serve load and transmission service charges during planned and forced 
outages that may be small dollars in the overall RTO picture, however have significant impacts 
to the transmission customers on the seam. 

It is the individual utilities on the seam that are impacted by the rate pancaking and unreserved 
use charges. Any time power flows on the SPP system, through either a loop flow or an outage 
on the MISO system, SPP considers this transmission service. See the table below for a list of 
charges paid by NSP related to pancaked or outage transmission service. MISO and SPP interpret 
Section 5.2 of the MISO/SPP Joint Operating Agreement (JOA) differently, with SPP charging for 
these loop flows and MISO not. 

https://www.misostates.org/images/stories/Filings/SPP_RSC_Documents/Tier_1_Feedback/SPP_Comments.pdf


The rate pancaking issue is problematic for inter-regional projects on the seam. The inter-
regional planning process identified the Lawrence Sioux Falls project connecting to NSP and an 
SPP entity. A no cost alternative was found for this project, so it did not move forward. Had it 
moved forward, NSP would have paid for its share of the project through Schedule 26 of the 
tariff in addition to paying transmission service to SPP because NSP load would flow through the 
SPP facilities, thus paying twice for the same project 

17. MISO Transmission Owner Presentation to SLC on Rate Pancaking 

Recommendations to SLC:   

a. Inventory types of rate pancaking that occurs on or near the seams  
b. Evaluate the cost and savings of mitigating pancaked rates to Transmission Owners and 

Customers in both RTOs  
c. Identify inconsistencies in transmission charges by the RTOs (interpretation of Joint 

Operating Agreement)  
d. Evaluate impacts of pancaked rates resulting from interregional projects whether they 

are driven by market efficiency, NERC reliability, local TO reliability, or have particular 
drivers like point load additions or generation retirements.  

e. Recommend potential tariff modifications in lieu of pancaked rates 

 

 

https://www.misostates.org/images/stories/Seams_Coordination_Efforts/August_31_2020/Item_3_Rate_Pancaking_MISO_TOs.pdf

