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= Fewer costs recovered through this mechanism

= More costs recovered through this mechanism

Key points / assumptions:

Standard Market Design (congestion and CRRs)

As appropriate, cost allocation should change over time:

» Today’s Congestion Relief upgrade (allocated to License Plate Zones) may be tomorrow’s
Regional Reliability upgrade

» License Plate Zone configuration could change over time

> Cost allocated to one ITP region from another would flow the Regional Zone cost buckets

Each load pays exactly one (1) License Plate Zone rate and one (1) Regional Zone rate:
License Plate Zone rate reflects transmission supporting local market needs

Regional Zone rate reflects transmission support regional market needs

No charges for Through or Out service for individual transactions between ITP Regions
Hence, no pancaking of access charges for any load
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Only LSEs pay for ITP-Planned Upgrades;

‘License Plate Zones’ are small enough that allocation among different License Plate Zones is

approximately equivalent to a ‘Beneficiaries Pay’ approach:

» We suggest License Plate Zones (and ITP boundaries) based on topology (transmission,
generation and demand) — not based on political or historic franchise boundaries

» Each License Plate Zone may contain multiple transmission asset owners

» Each transmission asset owner may have assets in multiple License Plate Zones

One-time exercise to allocate the cost (and benefits) of existing transmission assets to each License
Plate Zone cost ‘bucket’ vs. Regional Zone cost bucket.

See Figure 1 for “flow of funds” from load to transmission asset owners via ITP
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Figure 1

Flow of Funds for ITP Transmission Costs

New EntrantTC3 | ©
ITC 1 D B
Utility X S
ITC 2 e

Utility Y

Costs of ITP to be paid by
other ITP/RTO(s)

Costs of other ITP/RTO(S)
to be paid by ITP

TP

(Regional
Planner)

Blue = Recovery of existing assets (Embedded Costs)

Red = New project #1 (local reliability in License Plate Zone B)
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Green = New Project #2 (congestion relief — no cost allocated to License Plate Zone A)

<4— Black = New Inter-regional ITP/RTO upgrade for region-wide reliability
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