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315 Cost Allocation and Cost Recovery
3151 The Scope of Attachment Y Cost Allocation
31.5.1.1 Regulated Responses

The cost allocation principles and methodologies in this Attachment Y cover only
regulated transmission solutions to Reliability Needs, regulated transmission responses to
congestion identified in the CARIS, and regulated Public Policy Transmission Projects whether
proposed by a Responsible Transmission Owner or a Transmission Owner or Other Developer.
The cost allocation principles and methodology for: (i) regulated transmission solutions to

Reliability Needs identified in the Reliability Planning Process are contained in Sections 31.5.3.1

and 31.5.3.2 of this Attachment Y, (ii) regulated transmission responses to congestion identified
in the CARIS are contained in Sections 31.5.4.1 and 31.5.4.2 of this Attachment Y, and (iii)
regulated Public Policy Transmission Projects are contained in Sections 31.5.5 and 31.5.6 of this

Attachment Y.

31.5.1.2 Market-Based Responses

The cost allocation principles and methodologies in this Attachment Y do not apply to
market-based solutions to Reliability Needs, to market-based responses to congestion identified
in the CARIS, or to Other Public Policy Projects. The cost of a market-based project shall be the

responsibility of the developer of that project.

31.5.1.3 Interconnection Cost Allocation

The cost allocation principles and methodologies in this Attachment Y do not apply to the
interconnection costs of generation projects and Merchant Transmission Facilities.
Interconnection costs are determined and allocated in accordance with Attachment P, Attachment

S, Attachment X and Attachment Z of the ISO OATT. Cost related to the deliverability of a
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confidentiality requirements set forth in this Attachment Y and the ISO Code of
Conduct in Attachment F of the OATT.

Interregional Cost Allocation Principle 6: Though Order No. 1000 allows the
ISO to provide a different cost allocation methodology for different types of
interregional transmission facilities, such as facilities needed for reliability,
congestion relief, or to achieve Public Policy Requirements, the 1ISO has chosen to
adopt one interregional cost allocation methodology for all Interregional
Transmission Planning Projects. The interregional cost allocation methodology is
set out clearly and explained in detail in Section 31.5.7 of this Attachment Y. The
share of the cost related to any Interregional Transmission Project assigned to the

ISO shall be allocated as described in Section 31.5.7.1.

31.5.3 Regulated Responses to Reliability Needs
31.5.3.1 Cost Allocation Principles

The ISO shall implement the specific cost allocation methodology in Section 31.5.3.2 of this
Attachment Y in accordance with the Order No. 1000 Regional Cost Allocation Principles as set
forth in Section 31.5.2.1. This methodology shall apply to cost allocation for a regulated

transmission solution to an-tdentified Reliability Need identified in the Reliability Planning

Process, including the ISO’s share of the costs of an Interregional Transmission Project proposed

as a regulated transmission solution to an-identified Reliability Need identified in the Reliability

Planning Process allocated in accordance with Section 31.5.7 of this Attachment Y.

The specific cost allocation methodology in Section 31.5.3.2 incorporates the following

elements:
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315311 The focus of the cost allocation methodology shall be on solutions to
Reliability Needs.

31.5.3.1.2 Potential impacts unrelated to addressing the Reliability Needs shall not be
considered for the purpose of cost allocation for regulated solutions.

31.5.3.1.3 Primary beneficiaries shall initially be those Load Zones or Subzones
identified as contributing to the reliability violation.

31.5.3.14 The cost allocation among primary beneficiaries shall be based upon their
relative contribution to the need for the regulated solution.

31.5.3.15 The ISO will examine the development of specific cost allocation rules
based on the nature of the reliability violation (e.g., thermal overload, voltage,
stability, resource adequacy and short circuit).

31.5.3.1.6 Cost allocation shall recognize the terms of prior agreements among the
Transmission Owners, if applicable.

31.5.3.1.7 Consideration should be given to the use of a materiality threshold for cost
allocation purposes.

31.5.3.1.8 The methodology shall provide for ease of implementation and
administration to minimize debate and delays to the extent possible.

31.5.3.1.9 Consideration should be given to the “free rider” issue as appropriate.
The methodology shall be fair and equitable.

31.5.3.1.10  The methodology shall provide cost recovery certainty to investors to the
extent possible.

31.5.3.1.11  The methodology shall apply, to the extent possible, to Gap Solutions.
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31.5.3.1.12  Cost allocation is independent of the actual triggered project(s), except
when allocating cost responsibilities associated with meeting a Locational
Minimum Installed Capacity Requirement (“LCR”), and is based on a separate
process that results in NYCA meeting its LOLE requirement.

31.5.3.1.13  Cost allocation for a solution that meets the needs of a Target Year
assumes that backstop solutions of prior years have been implemented.

31.5.3.1.14  Cost allocation will consider the most recent values for LCRs. LCRs must

be met for the Target Year.

31.5.3.2 Cost Allocation Methodology

The cost allocation mechanism under this Section 31.5.3.2 sets forth the basis for
allocating costs associated with a Responsible Transmission Owner’s regulated backstop solution
or an Other Developer’s or Transmission Owner’s alternative regulated transmission solution
selected by the ISO as the more efficient or cost-effective transmission solution to an-identified

Reliability Need_ identified in the Reliability Planning Process.

The formula is not applicable to that portion of a project beyond the size of the solution
needed to provide the more efficient or cost effective solution appropriate to the Reliability Need
identified in the RNA. Nor is the formula applicable to that portion of the cost of a regulated
transmission reliability project that is, pursuant to Section 25.7.12 of Attachment S to the ISO
OATT, paid for with funds previously committed by or collected from Developers for the
installation of System Deliverability Upgrades required for the interconnection of generation
projects or Class Year Transmission Projects.

This Section 31.5.3.2 establishes the allocation of the costs related to resolving

Reliability Needs resulting from resource adequacy, BPTF thermal transmission security, BPTF
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voltage security, dynamic stability, and short circuit issues. Costs will be allocated in
accordance with the following hierarchy: (i) resource adequacy pursuant to Section 31.5.3.2.1,
(if) BPTF thermal transmission security pursuant to Section 31.5.3.2.2, (iii) BPTF voltage
security pursuant to Section 31.5.3.2.3, (iv) dynamic stability pursuant to Section 31.5.3.2.4, and

(v) short circuit pursuant to Section 31.5.3.2.5.

315321 Resource Adequacy Reliability Solution Cost Allocation Formula

For purposes of solutions eligible for cost allocation under this Section 31.5.3.2, this
section sets forth the cost allocation methodology applicable to that portion of the costs of the
solution attributable to resolving resource adequacy. The same cost allocation formula is applied
regardless of the project or sets of projects being triggered; however, the nature of the solution
set may lead to some terms equaling zero, thereby dropping out of the equation. To ensure that
appropriate allocation to the LCR and non-LCR zones occurs, the zonal allocation percentages
are developed through a series of steps that first identify responsibility for LCR deficiencies,
followed by responsibility for remaining need. The following formula shall apply to the

allocation of the costs of the solution attributable to resource adequacy:
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Where i is for each applicable zone, n represent the total zones in NYCA, m represents
the zones isolated by the binding interfaces, IRM is the statewide reserve margin, and where

LCR is defined as the locational capacity requirement in terms of percentage and is equal to zero
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31.5.5 Regulated Transmission Solutions to Public Policy Transmission Needs
31.5.5.1 The Scope of Section 31.5.5

As discussed in Section 31.5.1 of this Attachment Y, the cost allocation principles and
methodologies of this Section 31.5.5 apply only to regulated Public Policy Transmission
Projects. This Section 31.5.5 does not apply to Other Public Policy Projects, including
generation or demand side management projects, or any market-based projects. This Section
31.5.5 does not apply to regulated reliability solutions implemented pursuant to the rReliability
pPlanning pProcess, nor does it apply to RETPs proposed in response to congestion identified in
the CARIS.

A regulated solution shall only utilize the cost allocation methodology set forth in Section
31.5.3 where it is: (1) a Responsible Transmission Owner’s regulated backstop solution, (2) an
alternative regulated transmission solution selected by the ISO as the more efficient or cost
effective regulated transmission solution to satisfy a Reliability Need, or (3) seeking cost
recovery where it has been halted or cancelled pursuant to the provisions of Section 31.2.8.2. A
regulated economic transmission solution proposed in response to congestion identified in the
CARIS, and approved pursuant to Section 31.5.4.6, shall only be eligible to utilize the cost

allocation principles and methodologies set forth in Section 31.5.4.

31.5.5.2 Cost Allocation Principles

The 1SO shall implement the specific cost allocation methodology in Section 31.5.5.4 of
this Attachment Y in accordance with the Order No. 1000 Regional Cost Allocation Principles as
set forth in Section 31.5.2.1. The specific cost allocation methodology in Section 31.5.5.4

incorporates the following elements:
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31.5.5.4.5.4 Billing of LIPA Charges Outside of the Long Island Transmission District.
For Transmission Districts other than the Long Island Transmission District, the
ISO shall bill for LIPA, as a separate charge, the costs incurred by LIPA for a
solution to a Public Policy Transmission Need allocated using the cost allocation
methodology and rates established pursuant to Section 31.5.5.4.5.2 and accepted
for filing by the Commission and shall remit the revenues collected to LIPA each
Billing Period in accordance with the ISO’s billing and settlement procedures.

31.5.5.4.6 The inclusion in the ISO OATT or in a filing with the Commission of the
cost allocation and charges for recovery of costs incurred by NYPA or LIPA
related to a solution to a transmission need driven by a Public Policy Requirement
or Interregional Transmission Project as provided for in Sections 31.5.5.4.4 and
31.5.5.4.5 shall not be deemed to modify the treatment of such rates as non-

jurisdictional pursuant to Section 201(f) of the FPA.

31.5.6 Cost Recovery for Regulated Projects

31.5.6.1 Cost Recovery for Regulated Transmission Project to Address a
Reliability Need_Identified in the Reliability Planning Process

31.5.6.11 A Responsible Transmission Owner, a Transmission Owner, or an Other
Developer may recover in accordance with Rate Schedule 10 of the ISO OATT
the costs incurred with respect to the implementation of: (i) a regulated backstop
transmission solution proposed by a Responsible Transmission Owner pursuant to
Section 31.2.4.3.1 of this Attachment Y and the ISO/TO Reliability Agreement or
an Operating Agreement; (ii) an alternative regulated transmission solution that
the ISO has selected pursuant to Section 31.2.6.5.2 of this Attachment Y as the

more efficient or cost-effective solution to a Reliability Need; (iii) a regulated
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transmission Gap Solution proposed by a Responsible Transmission Owner
pursuant to Section 31.2.11.4 of this Attachment Y; or (iv) an alternative
regulated transmission Gap Solution that has been determined by the appropriate
state regulatory agency(ies) as the preferred solution(s) to a Reliability Need
pursuant to Section 31.2.11.5 of Attachment Y of the ISO OATT.

31.5.6.1.2 If a regulated solution: (i) is eligible for cost recovery as described in
Section 31.5.6.1.1 and (ii) is not triggered or is halted pursuant to Sections 31.2.8
or 31.2.10.1.2 of this Attachment Y, the Responsible Transmission Owner,
Transmission Owner or Other Developer of that solution may recover the costs
that it eligible to recover pursuant to Sections 31.2.8 or 31.2.10.1.2 in accordance
with Rate Schedule 10 of the ISO OATT.

31.5.6.1.3 Costs related to non-transmission regulated solutions to Reliability Needs
will be recovered by a Responsible Transmission Owner, Transmission Owner, or
Other Developer in accordance with the provisions of New York Public Service
Law, New York Public Authorities Law, or other applicable state law. A
Responsible Transmission Owner, a Transmission Owner, or Other Developer
may propose and undertake a regulated non-transmission solution, provided that
the appropriate state agency(ies) has established cost recovery procedures
comparable to those provided in this tariff for regulated transmission solutions to
ensure the full and prompt recovery of all reasonably-incurred costs related to
such non-transmission solutions. Nothing in this section shall affect the
Commission’s jurisdiction over the sale and transmission of electric energy

subject to the jurisdiction of the Commission.



