How Transmission Project Costs Are Allocated
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Who Pays for New Transmission Projects?

Allocating costs for transmission projects is a complex task with responsibilities at the federal
and state levels. In general, costs associated with regional projects — those planned by PJM —
are allocated to the beneficiaries of the project, with their share roughly commensurate with their
benefit. Costs associated with local projects are allocated solely to the Transmission Owner zone

where the project is located.
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Transmission Owners
inthe PJM region form a
committee and
collectively develop a
wholesale cost
allocation formula.
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History: In 2011, FERC assigns the
responsibility of creating cost allocation
methodology to Transmission Owners.
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PJM applies the
FERC-approved
wholesale formula to

transmission upgrades Y

to allocate costs to the
transmission zones
that will benefit from
the improvements.

FERC reviews individual
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Transmission Owners
individually develop
their own retail rate
structures to allocate
their wholesale costs
to their customers.
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The local electric
utility or other Load
Serving Entity applies
the retail formula to
their allocated portion
and assigns it to their
retail customers.

FERC approves the cost allocations only State commissions Y
methodology, and PJM foraccuracy. review and approve
incorporates the rules these retail rate e
into its Tariff. structures. « »
This cost is what a
consumer sees in
a N their electricity bill.

If you have questions

on the cost allocation methodology for
transmission projects, you may contact
the facilitation team of the Transmission
Owner Agreement-Administrative
Committee (TOA-AC).
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In general, cost allocation methodology discussions are outside
the scope of the Transmission Expansion Advisory Committee
(TEAC). The charter (PDF) of the TEAC limits discussion to
comments and recommendations regarding the scope and
assumptions for the studies and the project recommendations.

Visit the
learning center.



https://learn.pjm.com/
https://www.pjm.com/-/media/DotCom/committees-groups/committees/teac/postings/teac-charter.pdf
https://www.pjm.com/committees-and-groups/committees/toa-ac
https://www.pjm.com/committees-and-groups/committees/toa-ac
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