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NextEra Energy Transmission West, LLC (NEET West) appreciates this opportunity to comment
on the California Independent System Operator’s (CAISO) Transmission Access Charge Options

Initiative.

Section 1: Straw Proposal

1. The proposed cost allocation approach relies on the designation of “sub-regions,” such
that the current CAISO BAA would be one sub-region and each new PTO with a load
service territory that joins the expanded BAA would be another sub-region. Please
comment on the proposal to designate sub-regions in this manner.

N/A

2. The proposal defines “existing facilities” as transmission facilities that either are already
in service or have been approved through separate planning processes and are under
development at the time a new PTO joins the 1SO, whereas “new facilities” are facilities
that are approved under a new integrated transmission planning process for the expanded
BAA that would commence when the first new PTO joins. Please comment on these

definitions.
N/A
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3. Using the above definitions, the straw proposal would allocate the transmission revenue
requirements (TRR) of each sub-region’s existing facilities entirely to that sub-region.
Please comment on this proposal.

N/A

4. 1f you believe that some portion of the TRR of existing facilities should be allocated in a
shared manner across sub-regions, please offer your suggestions for how this should be
done. For example, explain what methods or principles you would use to determine how
much of the existing facility TRRs, or which specific facilities” costs, should be shared
across sub-regions, and how you would determine each sub-region’s cost share.

N/A

5. The straw proposal would limit “regional” cost allocation — i.e., to multiple sub-regions
of the expanded BAA — to “new regional facilities,” defined as facilities that are planned
and approved under a new integrated transmission planning process for the entire
expanded BAA and meet at least one of three threshold criteria: (a) rating > 300 kV, or
(b) increases interchange capacity between sub-regions, or () increases intertie capacity
between the expanded BAA and an adjacent BAA. Please comment on these criteria for
considering regional allocation of the cost of a new facility. Please suggest alternative
criteria or approaches that would be preferable to this approach.

NEET West seeks to clarify that the current eligibility of a transmission facility for
competitive solicitation will be maintained regardless of the cost allocation of a new
facility (e.g. “regional” or within a sub-region).

6. For a new regional facility that meets the above criteria, the straw proposal would then
determine each sub-region’s benefits from the facility and allocate cost shares to align
with each sub-region’s relative benefits. Without getting into specific methodologies for
determining benefits (see Section 2 below), please comment on the proposal to base the
cost allocation on calculated benefit shares for each new regional facility, in contrast to,
for example, using a postage stamp or simple load-ratio share approach as used by some
of the other I1SOs.

N/A

7. The straw proposal says that when a subsequent new PTO joins the expanded BAA, it
may be allocated shares of the costs of any new regional facilities that were previously
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8.

approved in the integrated TPP that was established when the first new PTO joined.
Please comment on this provision of the proposal.

N/A

The straw proposal says that sub-regional benefit shares — and hence cost shares — for the
new regional facilities would be re-calculated annually to reflect changes in benefits that
could result from changes to the transmission network topology or the membership of the
expanded BAA. Please comment on this provision of the proposal.

N/A

Please offer any other comments or suggestions on the design and the specific provisions
of the straw proposal (other than the benefits assessment methodologies).

N/A

Section 2: Benefits Assessment Methodologies

10. The straw proposal would apply different benefits assessment methods to the three main

categories of transmission projects: reliability, economic, and public policy. Please
comment on this provision of the proposal.

NEET West recommends that CAISO considers all benefits when examining a particular
transmission project and to develop appropriate methodologies accordingly. Whether
assessing a regional or inter-regional transmission project, a failure to fully consider all
potential benefits of a transmission project will lead to uneconomic results.* Furthermore,
understanding the overall transmission project benefits prior to making cost allocation
decisions will enable all participants in the planning process to identify those projects that

! Table ES-1: Potential Benefits of Transmission Investments. The Benefits of Electric Transmission, Identifying
and Analyzing the Value of Investments, by The Brattle Group
(http://wiresgroup.com/docs/reports/WIRES%20Brattle%20Rpt%20Benefits%20T ransmission%20July%202013.pdf)

“...While not all proposed transmission projects can (or should) be justified economically, overlooking benefits
because the traditional tools do not automatically capture these benefits often leads to the rejection of otherwise
desirable projects. Benefits that are potentially significant but difficult to estimate should be analyzed by calculating
their likely range and magnitude. Omitting consideration of such difficult-to-estimate benefits inherently assigns a
zerovalue and thereby results in an understatement of total project benefits. Some benefits are long-term in nature
and others materialize immediately. Some are policy-driven or policy-dependent, necessitating a clear
understanding of the goals policy makers are trying to achieve. The long-term benefits of a physical asset with a
useful life of at least 40 years should be considered as well—they are tangible and attainable even if they are
difficult to estimate given the long time horizon.”
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11.

12.

13.

14.

15.

are most beneficial in the long run and that would support needed transmission
investment across the entire expanded BAA.

The straw proposal would use the benefits calculation to allocate 100 percent of the cost
of each new regional facility, rather than allocating a share of the cost using a simpler
postage stamp or load-ratio share basis as some of the other 1SOs do. Please comment on
this provision of the proposal.

N/A

Please comment on the DFAX method for determining benefit shares. In particular,
indicate whether you think it is appropriate for reliability projects or for other types of
projects. Also indicate whether the methodology described at the March 9 meeting is
good as is or should be modified, and if the latter, how you would want to modify it.

N/A

Please comment on the use of an economic production cost approach such as TEAM for
determining benefit shares. In particular, indicate whether you think it is appropriate for
economic projects or for other types of projects. Also indicate whether the methodology
described at the March 9 meeting is good as is or should be modified, and if the latter,
how you would want to modify it.

N/A

At the March 9 meeting some parties noted that the ISO’s TEAM approach allows for the
inclusion of “other” benefits that might not be revealed through a production cost study.
Please comment on whether some other benefits should be incorporated into the TEAM
for purposes of this TAC Options initiative, and if so, please indicate the specific benefits
that should be incorporated and how these benefits might be measured.

N/A

Regarding public policy projects, the straw proposal stated that the 1SO does not support
an approach that would allocate 100 percent of a project’s costs to the state whose policy
was the initial driver of the need for the project. Please indicate whether you agree with
this statement. If you do agree, please comment on how costs of public policy projects
should be allocated; for example, comment on which benefits should be included in the
assessment and how these benefits might be measured.

Straw Proposal Comments Due March 23, 2016 — page 4



California 1ISO Transmission Access Charge Options Initiative

N/A

16. At the March 9 and previous meetings some parties suggested that a single methodology
such as TEAM, possibly enhanced by incorporating other benefits, should be applied for
assessing benefits of all types of new regional facilities. Please indicate whether you
support such an approach.

N/A

17. Please offer comments on the BAMX proposal for cost allocation for public policy
projects, which was presented at the March 9 meeting. For reference the presentation is
posted at the link on page 1 of this template.

N/A

18. Please offer any other comments or suggestions regarding methodologies for assessing
the sub-regional benefits of a transmission facility.

N/A
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