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1. Scope of the report

At the request of American Transmission Company (“ATC” or “the Company”), | was engaged to prepare
an expert report on the development of revenue requirements, cost allocation approaches, and
procedures under MISO (Midcontinent Independent System Operator) rules for ATC and competitors
under the conditions applicable to the construction of a new transmission line (“The Report”) using
assumptions provided by ATC for the hypothetical new transmission line. The resulting revenue
requirement impacts to construct and operate the hypothetical new transmission line will affect both
ATC’s existing Wisconsin network customers as well as non-ATC network transmission customers within
the region of the hypothetical new transmission line. This report provides an illustration of the methods
used to develop revenue requirements using various assumptions and applicable MISO rules for cost
allocations. The results provide a comparison of the revenues, costs and regional cost-sharing benefits
for the construction and operation of the new hypothetical transmission line for incumbent entities (in this

case, ATC) as opposed to new entrants.

This report includes:

Qualifications of Expert (Section 2),

* An executive summary (Section 3),

e Background on the current competitive transmission process (Section 4),

e Using existing MISO/ATC procedures, a description of the methodology used to develop and analyze
the revenues, costs and benefits that will apply to existing ATC Wisconsin network customers and
customers of the hypothetical new transmission line using assumptions provided by ATC (Section 5),

e Outcomes of the scenarios (revenue requirements) based on ATC-provided assumptions and MISO
regional cost allocation methods (Section 6),

e A summary of results and findings from the Study (Section 7), and

o Details of the MISO procedures for revenue requirements (Appendix A), Cost allocations (Appendix

B) and Revenue Requirement Calculations under three scenarios (Appendix C).
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Limitations & assumptions of the Study

Our work was limited to the specific procedures and analysis applied to ATC as described in this Expert
Report. Our engagement cannot be relied upon to disclose errors, irregularities, or illegal acts including
fraud or falsifications that may exist. We are not providing an audit, accounting, tax or attest opinion or

other form of assurance.
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2. Alan Felsenthal Qualifications &
CARS Practice Overview

Alan Felsenthal’s Qualifications:

[, Alan Felsenthal, am currently a Managing Director with PricewaterhouseCoopers LLP (“PwC”) and work
exclusively in our Complex Accounting & Regulatory Solutions (CARS) practice within PwC’s Trust
practice. PwC is an international public accounting firm and a leading provider of services to the electric
and gas industry. | received a Bachelor of Science degree in Accounting from the University of lllinois and
joined the Regulated Industries Division of Arthur Andersen LLP in 1971 and became a Principal at that
Firm in 1985. | remained at Arthur Andersen until 2002 when | joined PwC as a Managing Director.
Throughout my 50 plus year career, | have focused on the unique accounting, tax and financial reporting

issues at regulated entities.

Among various duties, | have provided rate case assistance for a number of utilities on various issues
including, but not limited to, the reasonableness of projections in connection with service company cost
allocations, forecast test periods, application of regulatory accounting in specific situations, appropriate
regulatory treatment of asset retirement obligations and cost of removal, lead-lag studies, various income
tax issues and inclusion of the prepaid pension asset in rate base. | have prepared and submitted expert
testimony on a number of issues before the Regulatory Commission of Alaska, the Arizona Corporation
Commission, the Florida Public Service Commission, the Hawaii Public Utilities Commission, the lllinois
Commerce Commission, the Indiana Utility Regulatory Commission, the Maine Public Utilities
Commission, the Missouri Public Service Commission, the Public Utility Commission of Ohio, the South
Carolina Public Service Commission, the Public Utility Commission of Texas, the Public Service
Commission of Utah, the Washington Utilities and Transportation Commission, the Public Service

Commission of West Virginia, and the Federal Energy Regulatory Commission (FERC).
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In addition to my regulatory consulting experience, | have been a financial statement auditor and
supported companies from a financial audit and consulting perspective including review and reporting on
financial statements filed with the NYSE and SEC, reporting on FERC Form 1's, consulting on matters

involving cost allocations, and compliance with applicable guidelines.

| developed and instructed a Rate Case Experience Seminar which is a week-long seminar conducted
each year on an open enrollment basis for utility professionals. | also developed and instructed PwC'’s
Utility Industry Basic Accounting and Ratemaking Seminar and PwC’s Utility Income Taxes — Accounting
and Ratemaking Issues training, both of which are 2-day seminars provided to utility professionals. |
have presented at Edison Electric Institute and American Gas Association seminars. | have conducted
numerous special purpose training courses for over 30 utility companies and regulators including the
FERC. | am a member of the American Institute of Certified Public Accountants as well as the lllinois CPA

Society.

I, as well as other PwC personnel working under my supervision and direction, have read and analyzed
supporting documentation and information relevant to the issues on this engagement. | have been
assisted by several other PwC professionals, each with applicable experience on utility accounting

processes.

Complex Accounting and Regulatory Support Practice:

Within the Power and Utilities industry team, there is a smaller, highly specialized group, the Complex
Accounting and Regulatory Solutions (“CARS”) practice, of which | am a member. The CARS practice is
dedicated to helping regulated companies in the energy and utilities industries manage their regulatory
risk and solve complex accounting problems. This team of seasoned professionals has deep experience
working with regulated entities. The individuals in the CARS practice have many years of experience

serving rate regulated entities (regulated electric, gas, and water utilities).
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3. Executive summary

Mr. Felsenthal was engaged by ATC to prepare an expert report for the Company supporting the
calculation of revenue requirements for ATC’s existing Wisconsin network customers necessary to
recover construction costs and operating costs over the life of a hypothetical new transmission line under
several scenarios using ATC-provided assumptions. The revenue requirements were determined using
existing ATC data from their Attachment O filing (the annual formula rate filing described in more detalil
later in this Report), certain assumptions with respect to the costs to construct a hypothetical new
transmission line, cost escalations and procedures to allocate costs between ATC’s existing Wisconsin
network customers and customers of the new transmission line using MISO (Midcontinent Independent
System Operator) regulations and criteria applicable to ATC and its competitors. All of the underlying
assumptions related to this hypothetical new transmission line were proposed by ATC and Mr. Felsenthal
is not opining on the reasonableness of these assumptions. The guidance included in the MISO Rules,
Manuals and Agreements were used to establish a scope and comprehensive understanding to form the

conclusion.

Transmission infrastructure is constructed to provide a dependable and reliable flow of electricity
to customers. Most rate-regulated utilities, including ATC, determine the price they charge their customers
for regulated service using a traditional rate base/rate of return methodology. Under such an approach,
revenue requirements (or cost of service) are calculated by determining the regulated entities’ allowable
operating costs (those costs necessary to provide the regulated service including operation and
maintenance expenses, depreciation expense, taxes other than income and income taxes) and adding
such expenses to a calculated return (cost of debt and a fair return on rate base, primarily the net
investment in property, plant and equipment). This is the regulatory compact that exists between
regulators and regulated utilities—in exchange for being granted an exclusive service territory, the
regulator permits the regulated entity to recover the costs of providing regulated service plus a fair return
to its investors. The revenue requirement formula is reviewed and approved by regulatory bodies such as

the Federal Energy Regulatory Commission (“FERC”) and administered by MISO. The Public Service
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Commission of Wisconsin is responsible for the approval of routing and siting for certain transmission
projects in the state of Wisconsin. The revenue requirement is allocated to ratepayers through a rate
structure that distributes costs based on factors like usage, demand, and specific service areas, thereby

ensuring that each customer pays a fair share of the overall costs.

ATC computes its annual revenue requirement on Attachment O which is submitted to MISO for
review and approval. From the Attachment O, transmission rates will be developed based on, among
other things, expected system peak. See Appendix A for a more detailed discussion of Attachment O and
regulation under MISO as well as MISO’s rules and regulations for transmission Multi-Value Projects
(“MVP’s”), large-scale projects which among other criteria provides various benefits across multiple

jurisdictions.

MISO is an independent, not-for-profit, member-based organization that plays a crucial role in
managing and coordinating the transmission of electricity across multiple states in the United States.
When it comes to allocating the revenues and costs associated with new transmission facilities, MISO
follows a structured process to distribute such costs among the various jurisdictions it serves. Costs are
divided based on whether the transmission facility provides regional benefits (affecting multiple
jurisdictions) or local benefits (affecting a single jurisdiction or a limited area) using different allocation
methodologies depending on the type of project. By categorizing projects and using the specific cost

allocation mechanisms, MISO strives to increase the equitable allocation of such costs.

To illustrate these principles and the rate effects to ATC’s customers, an example scenario was
developed by ATC under which a new hypothetical 200-mile transmission line was assumed to be
constructed and operated entirely in the state of Wisconsin. In accordance with MISO guidelines, this
hypothetical transmission line would qualify as an MVP under MISO's MVP framework and regional cost
sharing policies. As a result of being an MVP, the entire annual revenue requirement associated with this
transmission project is allocated across all Midwest MISO member companies and their respective

customers (including an allocation to ATC customers).

The cost burden of the hypothetical new transmission line on the Company’s existing Wisconsin

network customers were calculated under three different scenarios:

6
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e Scenario One: ATC as the entity that constructs and operates the new line,

e Scenario Two: A “New” competitive entity constructs and operates the new line whose
construction and operating costs for the project are the same as ATC’s, and

e Scenario Three: A “New” competitive entity constructs and operates the new line whose

construction and operating costs for the project are 20% less than ATC's.

The results of this scenario analysis demonstrate that ATC’s existing Wisconsin network
customers will benefit significantly if ATC constructs and operates the hypothetical transmission line
compared to what their customers would pay under the scenarios where the project is constructed and
operated by new developers. This is true even if the new competitor could construct and operate the

hypothetical new transmission line for 20% lower total project construction and operating costs.

(Cost)/Benefit Impact of Hypothetical New MVP Transmission Line on ATC's Existing Wisconsin
Network Customers By Year
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As we detail in this report, the basis for ATC’s existing Wisconsin network customers achieving this

significant benefit is because of the following cost allocation methodology that exists under MISO rules.

Under MISO rules, the Company is required to compute a share of existing operations and
maintenance (“O&M”) and other expenses to allocate to the new transmission line. By doing so, the
existing O&M and other expenses are reduced from existing revenue requirements reflected on
Attachment O and the revenue requirement of the new transmission line increased by this allocation.
However, because it is assumed the new transmission project qualifies as an MVP according to MISO

rules, the costs for this project will be recovered from a much wider base of regional customers. The
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allocation of existing O&M and Other Expenses to the new project which are then recovered from a wider

base of customers, leads to an overall reduction in costs for ATC’s existing Wisconsin network customers.

This contrasts to the scenarios for a new developer with a single project where all expenses must
be included in the revenue requirements of that one transmission line and not allocated from an existing
Attachment O applicable to existing Wisconsin network customers. As this is still an MVP project, the non-
incumbent's revenue requirement to construct and operate that hypothetical new line is also allocated
across the MISO region, but the new developer will not have existing O&M and Other Expenses (serving
existing Wisconsin network customers) that will be reduced for the calculated O&M and other expenses

(and allocated to the new transmission project).

In summary, the Company’s calculations of a hypothetical transmission line under various
scenarios support the assertion that a right of first refusal (“ROFR”) translates into reduced costs for
existing customers. State-level ROFR provisions grant incumbent utilities the right to construct new
transmission projects within the state even if those projects are part of a regional transmission plan
subject to FERC's competitive bidding requirements. As detailed within this report, using ATC’s
Attachment O data, certain construction costs and operating cost growth assumptions and MISO’s
existing revenue requirement and cost allocation rules, the cost implications for existing ATC customers
under the MISO framework suggests that an incumbent transmission developer offers a solution with
lower total costs for existing customers as compared to a new developer. Among other reasons, this is
due to existing costs allocated to ATC’s network customers being allocated among a larger portfolio of
projects and under MISO’s cost allocation methods for projects that qualify as MVPs, these costs are
shared among a larger group of customers for which existing ATC customers only pay a calculated
percentage. A new developer does not have an existing network overhead base that a new project will

have an effect of diluting (allocating to others).
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4. Current Competitive Transmission
Process

4.1 Background

The current competitive transmission process in the United States represents a shift in how
transmission infrastructure is planned, developed, and managed. Before the introduction of Order 1000
by the FERC in 2011, the ROFR was a common provision that allowed incumbent utilities the priority or
exclusive right to construct new transmission projects within their service areas. This meant that when a
new transmission line or infrastructure upgrade was needed, the incumbent utility had the first opportunity
to propose, design, and construct the project. FERC's Order 1000 altered the transmission planning and
development landscape by eliminating the federal ROFR provisions for new transmission projects
selected in regional transmission plans for cost allocation. Under this competitive framework, regional
transmission organizations (RTOs) and independent system operators (ISOs), such as MISO, have

implemented processes that allow for open bidding on certain types of transmission projects.

ATC is a member of MISO, an organization that oversees the operation of the regional electric
transmission grid across 15 states in the Midwest and Southern regions of the United States, operating
under its framework and oversight in ensuring that necessary transmission infrastructure is developed
and maintained efficiently, while meeting the needs of the region. In the wake of Order 1000, several

states within MISQO's operational footprint enacted ROFR laws.
4.2 Recent Regulatory Developments

In May 2024, FERC issued Order 1920, which among other items impacting transmission
planning policy, did not establish a conditional federal ROFR as FERC had originally proposed in its
Notice of Proposed Rulemaking (“NOPR”). In the final rulemaking order, FERC explained further that the
NOPR proposal and federal ROFR reforms might be more appropriately addressed in other future

proceedings and that it would be a policy that it would consider monitoring.



Attachment PSCW-DG-1.15

4.3 Process for New Transmission Projects under MISO

Under the current regulatory landscape, regionally cost-shared projects in states without ROFR
laws within MISO’s footprint are subject to a competitive bidding process. The competitive transmission
process under MISO is a process that involves the planning, development, and operation of transmission
projects, which are essential for maintaining the stability of the power grid. MISO's competitive
transmission process is a component of the annual Transmission Expansion Plan (“MTEP”) and the
Long-Range Transmission Plan (“LRTP”). The MTEP and LRTP processes are highly collaborative,
involving stakeholders such as utility companies, state regulators, and consumer advocates. Through a
series of meetings and consultations, MISO gathers input and feedback to refine project proposals and
ensure that they meet the region's energy needs effectively. When a transmission project is identified that
meets the requirements of a competitive solicitation, MISO issues a request for proposals to solicit bids
from qualified transmission developers. Proposals are evaluated based on a range of criteria including
cost, project timeline, technical expertise, and the developer's financial stability. MISO has established

monitoring and reporting mechanisms to track the progress of transmission projects.

10
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5. New, Hypothetical MVP
Transmission Line Scenario

5.1 Preliminary Overview

To illustrate MISO revenue requirement and cost allocation principles, example scenarios were
developed by ATC under which a hypothetical new MVP transmission line would be constructed and
operated in Wisconsin. The annual and total costs and revenues were calculated by ATC and shown in
Appendix C. These scenarios demonstrate the potential costs and benefits to existing customers who
would be using a new transmission line when developed by either ATC as the Wisconsin incumbent state
developer (Scenario One) or a nonincumbent developer under the conditions defined in Section 5.2
(Scenarios Two and Three). Both in the context of the new developer constructing the project for costs
equal to those of ATC and constructing for costs 20% less than ATC’s, the Wisconsin customer costs and
benefits in both situations were estimated annually over the course of the project’s 40-year lifetime. The
annual costs of the new MVP transmission line being charged to existing ATC customers were projected
in the context of this framework (refer to section 5.3). Scenarios Two and Three show the impacts to
existing ATC customers compared to if ATC were to develop the new transmission line and the annual

and overall net customer benefit/expense of the new MVP transmission line was then forecast.

5.2 Underlying Assumptions of the Project

11
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Project Assumptions Scenario 1 Scenario 2 Scenario 3
Developer of New Transmission Line ATC New Developer New Developer
Miles of New Transmission Line 200 200 200
Construction cost per mile S3M S3M $2.4M
Overall Construction Costs S600M $S600M $480M
Annual transmission O&M per mile S3k S3k $2.4k
Multi-Value Project (MVP) Yes Yes Yes
Eligble for Regional Cost Sharing Yes Yes Yes
Existing Network Customers Yes No No
Allocated CEustom‘er Share of Costs 13.1% 13.1% 13.1%
Due to Project being a MVP

Depreciation Rate 2.5% 2.5% 2.5%
Cost Escalation Rate 3.0% 3.0% 3.0%

Under this hypothetical example created by ATC, a new MVP transmission line 200 miles in
length would be constructed in Wisconsin with a construction cost of $3 million per mile. The annual
transmission operations & maintenance expense is estimated to be $3 thousand per mile annually with an
annual cost escalation rate of 3% (to factor for inflation). The new transmission line is assumed to have a
40-year life (2.5% annual rate—is approximately consistent with the depreciation rates listed under ATC’s
“Electric Utility Plant Depreciation Rate Study”, which was released in December 2020). MISO’s
Attachment MM sets forth the method for collecting the charges associated with MVP’s and for
distributing the revenues associated with such charges in accordance with the tariff. In accordance with
ATC’s 2024 Attachment MM filing, the starting Annual Allocation Factor for Return utilized in the first year
of the project was 8.0%. The Annual Allocation Factor for Return under MISO is used to determine each
stakeholder's share of the financial returns or revenue requirements associated with MVP’s. This is
calculated by adding the Annual Allocation Factor for Income Taxes of 1.4% with the Annual Allocation
Factor for Return on Rate Base of 6.6%. This 8.0% Annual Allocation Factor for Return was utilized in the
first year of all three scenarios with the rate rising uniformly to the same rate under each year of the

scenario.
5.3 Calculation of Annual Portion of New Transmission Line Charged to Customers

This project is assumed to be an MVP under MISO rules and eligible for cost sharing across the
Midwest subregion of the MISO footprint through the developer’s annual Attachment MM filing (refer to

appendix section B.4 for further detail on the criteria to qualify as a Multi-Value Project). Within the MISO
12
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Tariff, Attachment MM specifies how the costs associated with such MVPs are distributed through a
regional cost-sharing mechanism. Following MISO Schedule 26-A guidelines, costs are allocated
according to annual customer MVP usage rate for each Local Balancing Authority utilizing data on the
customers' share of MVP energy withdrawals in that area (methodology discussed further in appendix
section B.4). Essentially, MVP charges are allocated across the MISO region by distributing the total
annual revenue requirement for all MVPs among load-serving entities based on their proportional energy

consumption.

Based on MISO’s 2024 indicative data, the Local Balancing Authorities in ATC’s jurisdiction made
up 13.1% of the annual charges of the approved MVPs portfolio within the MISO Midwest footprint. As
such, 13.1% of the costs related to the new transmission line will be allocated to customers in ATC’s

jurisdiction with the rest spread across the other Local Balancing Authorities of the Midwest subregion.

The Local Balancing Authorities of the Midwest MISO footprint within ATC Customer Zones are:

Local Balancing Authority Allocated Portion of MVP Usage Charges in MISO Midwest Region

ALTE (Alliant East) 2.9%
MGE (Madison Gas and Electric) 0.7%
MIUP (Michigan Upper Peninsula) 0.6%
UPPC (Upper Peninsula Power Company) 0.2%
WEC (Wisconsin Electric Power Company) 6.0%
WPS (Wisconsin Public Service Company) 2.7%
Total 13.1%

Source: MISO Schedule 26-A Data

The calculation of the annual adjusted revenue requirement for an MVP through Attachment MM
of the MISO tariff involves several key financial components. The project gross plant refers to the total
capital investment in infrastructure, equipment, and software necessary for the project's development and
operation. This gross plant value forms the basis for calculating depreciation and the return on
investment. Project accumulated depreciation represents the total amount of depreciation that has been
expensed over the life of the assets up to a specific point in time; thereby, reducing the net book value of
the project gross plant and is calculated based on the new transmission line’s useful life. The annual
expense charge includes all operational costs, such as labor and materials, necessary for the project's

ongoing maintenance and functioning. Another component is the annual return charge, which represents

13
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the required rate of return on the invested capital. This charge is calculated by multiplying the rate base
by the allowed rate of return. The annual return charge ensures that the project meets the financial
expectations of its investors and stakeholders. Through a comprehensive evaluation of these factors, the
annual revenue requirement ensures that the MVP is financially sustainable and compliant with regulatory
standards; thus, securing the necessary funding and support for its successful implementation and

operation.

14
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6. Outcomes of Hypothetical Example
Scenarios

Using ATC’s Attachment O data and assumed costs to construct the hypothetical new
transmission line, MISO guidelines for cost allocation between existing Attachment O revenue
requirements and revenue requirements applicable to the hypothetical new MVP transmission line over
the 40-year life of the new transmission line, the net cost/benefit of this project for the Company’s network
customers was projected annually by the Company.

Taking into consideration the annual revenue requirement associated with the hypothetical new
transmission line, the costs for this MVP project were then allocated across the MISO Midwest subregion
to arrive at the Portion Charged to ATC Customers. The costs were allocated to ATC’s customers at the
13.1% share ATC’s local balancing authorities utilized and withdrew energy from the Midwest subregion’s
MVP projects, with the remaining 86.9% allocated to customers across the MISO Midwest footprint. This
portion being charged to ATC'’s existing Wisconsin network customers was calculated each year of the

scenario:
Annual Revenue Requirement x ATC Customer Share % = Portion Charged to ATC Customers

Such a charge would be applicable for each of the of the conditions tested under this scenario,
with the resulting cost to customers factored into the Net ATC Customer (Cost)/Benefit each year.
Customers benefit from this regional cost-sharing mechanism, as it reduces the total share of costs

associated with the new project paid by the transmission owner's customers.

Under Scenario One, ATC'’s existing network customers will significantly benefit from the new
transmission line if ATC is the developer and operator of that new transmission line, and that line qualifies
as an MVP project. Under this scenario, ATC’s existing transmission O&M and Other Expenses
(supporting the provision of service to customers) do not noticeably increase because of the new
transmission line, but under MISO’s cost allocation guidelines the new level of such costs (existing plus

the estimated incremental) are allocated to the new transmission line (and deducted from the existing

15
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network revenue requirement) using allocation factors derived from ATC’s plant and accumulated
depreciation balances. Under this scenario, a significant reduction of O&M and Other Expenses currently

included in ATC’s existing Wisconsin network customers revenue requirements occurs.

The associated revenue requirement calculation with the hypothetical project would not have
these existing Wisconsin network customers or established infrastructure for the Second and Third
Scenarios with the non-incumbent developer constructing and operating the new transmission line. Since
the new developer does not have any Wisconsin network customers or existing assets in Wisconsin, they
lack an established revenue requirement where existing customers would benefit from an existing base
over which to spread their expense credits in their Attachment O since this new transmission line would
be their only assets in Wisconsin. In other words, there are no existing expenses related to an existing
Wisconsin asset base that can be allocated to the new project, as they can be with ATC. Therefore, the
revenue requirement calculation for the new developer will not benefit from the cost efficiencies that ATC
benefits from under MISO’s current rate structures. Consequently, in Scenarios Two and Three, existing
Wisconsin customers will not see the same reduction in allocated costs from the new developer building

the transmission line as they would in Scenario One with ATC’s established infrastructure.

While the revenue requirement for the proposed new transmission line itself is higher under
Scenario One compared to Scenario’s Two and Three (primarily as a result of the allocation of O&M and
Other Expenses to the MVP project), the allocation of such costs reduces these costs to existing network
customers from Attachment O and, further, the existing network customers are charged only 13.1% of the
MVP revenue requirement as the remaining 86.9% are allocated to other MISO customers in the Midwest
region. The net overall customer (cost)/benefit values under the scenario with ATC as the developer
produces a significant benefit for existing Wisconsin customers. The net cost under Scenarios Two and
Three suggests that even with a lower annual revenue requirement associated with the new transmission
line, and subsequently a lower portion of the new line’s revenue requirement being charged to ATC'’s
existing Wisconsin network customers, the new developer would still ultimately result in a considerable

net cost to the existing customers.

16
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Furthermore, Scenario Three underscores that incumbent developers offer existing customers
more cost-effective solutions compared to solutions proposed by new developers even when the new
developers have lower initial construction and operating costs such as under Scenario Three in which the
construction and operating costs are 20% lower. The ability of the incumbent developer under Scenario
One to spread costs across a broader portfolio contributes to significant customer benefits. This occurs
because the expense credit that existing ATC customers receive on Attachment O exceeds the

incremental cost that they pay for the new project.

When calculating Attachment O for a transmission provider, each individual transmission project,
including new and existing ones, contributes to the overall revenue requirement. The individual project's
revenue requirement is added to the revenue requirements of all other transmission projects and facilities
owned by the provider to form a cumulative revenue requirement with this cumulative total representing
the amount the transmission provider needs to recover to cover the costs of all its transmission facilities.
In arriving at the net ATC Customer (Cost)/Benefit each year under Scenario One, in which ATC is the
developer for the new transmission line, the portion of the annual revenue requirement associated with
this MVP project would be reduced by the savings customers would receive via Attachment O through
these existing customers being allocated a smaller portion of the O&M costs and such costs being

allocated to customers in the rest of the region.

17
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7. Summary and Conclusion

In assessing the cost implications for existing ATC Wisconsin network customers under the MISO
framework, the Company developed scenarios demonstrating that when the incumbent transmission
developer of a hypothetical MVP qualifying project (such as ATC for their Wisconsin network customers)
is selected as the developer and operator of the hypothetical MVP project, ATC’s Wisconsin network
customers will pay less compared to scenarios where that hypothetical MVP project is developed and
operated by a new developer all other things being equal. This is because under MISO rules, ATC’s sum
portion of O&M and Other expenses currently included on Attachment O and recovered from ATC’s
existing Wisconsin network customers are allocated to the hypothetical MVP project and recovered from
not only ATC’s existing Wisconsin customers but from other transmission customers in the region. ATC’s
existing Wisconsin network customers benefit from the ability, under MISO rules, to allocate costs across
a larger, regional portfolio, thus benefitting from regional cost-sharing mechanisms for MVPs and
leveraging established operational efficiencies and providing a cost-effective option for ATC’s existing

Wisconsin network customers.

The Company calculations under the various scenarios show that under MISO’s cost allocation
methods for projects that qualify as MVPs, the financial benefits for ATC’s existing network customers are
significant. In a scenario where ATC is the developer and operator of the hypothetical MVP project, ATC’s
Attachment O revenue requirement, which includes the combined costs of ATC’s current Attachment O
costs and the costs of the hypothetical MVP project, is allocated to the hypothetical MVP project using an
allocation factor. Based on MISO guidance, this allocation factor is calculated based on the hypothetical
project's percentage of net plant, or the value of the project's assets, relative to ATC’s total net plant or
total accumulated depreciation. This creates a beneficial effect for ATC’s existing network customers
because the O&M costs and Other Expenses are deducted from ATC’s existing Wisconsin network
customers and allocated to the hypothetical MVP project, being spread to and recovered from a larger
regional customer base. These findings support the assertion that, under the existing MISO framework,

ATC’s existing Wisconsin network customers benefit when ATC is selected as the developer and operator

18
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of a hypothetical MVP project compared to the amount such customers would pay if a developer and

operator who is not currently serving Wisconsin network customers is selected.

Respectfully,

@W%W

Alan D. Felsenthal
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Index to the Appendices

These appendices detail the cost allocation and revenue requirement policies and procedures under
MISO (Appendix A and Appendix B) as well as the Company’s calculation of the revenue requirement
impacts for a hypothetical new MVP transmission line (impacts on ATC’s existing Wisconsin network
customers) under various scenarios as to whether construction and operation of the hypothetical new

MVP transmission line is constructed and operated by ATC or by non-incumbent entities (Appendix C).

Appendix A: MISO Revenue Requirements

Appendix B: MISO Cost Allocation

Appendix C: Year by Year Cost/Benefit to ATC’s Existing Wisconsin Network Customers Based on ATC’s

Calculated Revenue Requirements for Hypothetical New MVP Transmission Line

20
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Appendix A

MISO Revenue Requirements

A.1 Background

Determining revenue requirements for MISO customers involves an established process that
ensures fair cost recovery and transparency. Under MISO’s existing rate formulas, the cost ultimately
allocated to customers arises from the annual revenue requirement, calculated through a detailed process of
identifying and justifying various costs to meet regulatory and market standards. MISQO's rate policies and
formulas are subject to approval by the FERC, utilizing rate formulas that automatically adjust to reflect
changes in costs and financial metrics, allowing for timely cost recovery. Once approved, the revenue
requirement is recovered through transmission rates set within the MISO tariff structure, ensuring that

costs are fairly allocated among customers based on their usage and demand.

A.2 Development of ATC’s Annual Revenue Requirement

ATC calculates its annual revenue requirement utilizing Attachment O of the MISO Tariff, which
provides the rate formula template to be used by transmission owners within the region. Attachment O
provides a standardized formula rate protocol that transmission owners must follow to calculate their
ATRR (annual transmission revenue requirements) including several key components designed to ensure
that transmission owners can recover the costs associated with operating, maintaining, and developing
transmission facilities. The process begins with the calculation of the rate base, which includes the gross
plant investment, reduction for accumulated depreciation, and necessary adjustments for working capital
and effects of income taxes. This establishes the net value of the owner's investment, commonly referred
to as rate base. A critical part of the process is calculating the return on investment, which involves
determining the required return on equity (ROE) and the cost of debt, then blending these into a Weighted
Average Cost of Capital (WACC) to ensure that owners establish appropriate capital structures and earn

a fair return on the investment. Next, O&M expenses are determined, encompassing the prudently
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incurred costs related to the operation and maintenance of the transmission system, such as labor,

materials, administrative and general expenses, and applicable taxes.

The final step in the Attachment O calculation involves summing the return and yearly expenses
to derive the total cost of service. This sum includes the return on rate base, O&M expenses, depreciation

expense, and taxes, both taxes other than income and income taxes.

The overall revenue requirement is then calculated by summing the return on the rate base,
operating expenses, and other allowable costs and reduced for any credits. This calculation outlined in
Attachment O inputs are based on financial statement amounts reported to the FERC on Form 1. This
enables transmission owners to recover their investments and costs for operating and maintaining the
assets and ensures that the determination of revenue requirements is compliant with regulatory standards

within the MISO region.

The costs included in the revenue requirement are then allocated to ATC’s Wisconsin customers
based on their usage, demand, and ultimately each month, their proportionate share of the total monthly
load for the MISO pricing zone. The tariff structure established by MISO and approved by the FERC is
central to determining transmission charges. Along with most other transmission owners within MISO,
ATC uses formula rates, which are adjusted annually to reflect actual incurred and projected costs. Unlike
fixed rates that remain static until formally revised, formula rates adjust annually based on the actual

costs incurred and projected by the transmission owners.

Network customers are entities under the MISO framework that use the transmission system to
serve their end-use load. They are crucial to the effective operation of the electrical grid as they provide a
stable and predictable demand for electricity, ultimately aiding in grid planning and load forecasting for the
transmission providers. Schedule 9 under the MISO tariff outlines the rates, terms, and conditions under
which ATC’s network customers are billed for using the transmission system to meet their load
requirements. The charges under Schedule 9 are based on the Annual Transmission Revenue
Requirement (ATRR), calculated using the formula rates specified in Attachment O of the MISO tariff.
ATC collects monthly load data from its Transmission Customers based on the monthly coincident peaks

beginning September 1 of the prior calendar year through August 31 of the current year, including actual
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load data provided by its customers and expected transfers of load between customers expected by the
end of the following year. Charges to be collected from the network customers are then allocated based
on their load ratio share. In essence, Attachment O provides the financial rules and regulatory framework
for determining the revenue needs of transmission owners, while Schedule 9 applies these calculations to

create a structured billing system for network customers.

A.3 Revenue Requirements for New Transmission Facilities

Determining the revenue requirements for proposed new transmission facilities to be approved by
MISO is an established process that integrates various financial aspects. It starts with estimating all
potential costs including capital, operational, maintenance, and financing expenses. These costs are
detailed and submitted to MISO as part of the MTEP process for approval to ensure they are reasonable
and necessary. Once included in MTEP, certain projects may require approval by state regulatory bodies
such as the Public Service Commission of Wisconsin. After such approval, the expenditures for the
project are included in the transmission company’s rate base, where they are depreciated over the
expected useful life of the assets and collected in customer rates. This process includes calculating a
return on investment to cover the cost of capital and provide a fair return to investors. To calculate the
total revenue requirement, the transmission company adds the annual depreciation expense, the return
on investment from rate base, and the allowed operational and maintenance costs. This total is then
divided by the projected usage of the transmission system to establish the rates charged to users. The
total revenue requirement is then incorporated into transmission rates, which are charged to the users of

the transmission system.

With the introduction of a new project, the transmission provider's Attachment O incorporates the
costs associated with the new infrastructure or improvements. This ensures that the financial implications
of the new project including capital investments, operational expenses, and potential benefits are
incorporated into the transmission rates. For an example scenario under the MISO framework, illustrating
how a new transmission line would impact existing Wisconsin customers refer to Sections 5 and 6 and
Appendix C. These sections detail the comparative effects of the incumbent developer ATC with its

established infrastructure to serve Wisconsin network customers developing the hypothetical new
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transmission line versus a new developer without existing assets. This process facilitated through
Attachment O allows for transmission rates to be based on the actual costs of providing reliable
transmission services. By adhering to the standardized methodology outlined in Attachment O,
transmission owners within the MISO region can consistently and accurately determine their revenue

requirements, thereby supporting the operation and maintenance of the transmission network.

MISO oversees a diverse range of transmission projects to ensure the durability and
effectiveness of the electrical grid across its service area as part of its Transmission Expansion Plan
(“MTEP”) and Long-Range Transmission Plan (“LRTP”). These projects are categorized based on their
specific goals and benefits. Among these are the Multi-Value Projects (“MVP”), Market Efficiency Projects
(“MEP”), and Baseline reliability projects (“BRPs”), which each have distinct objectives and impacts. The
revenue requirements for each of these transmission projects vary based on the type of project due to
differences in cost allocation and capital intensity. MVPs are designed to address broad regional needs
and provide multiple benefits, including improving grid reliability, supporting public policy requirements,
and facilitating the integration of renewable energy. To qualify as an MVP, a project must demonstrate
that it provides significant value across the MISO region. The distribution of revenue requirements for new
transmission projects is a systematic process designed to ensure fair cost-sharing among users of the

transmission system.

A unique aspect of MVPs is that 100% of their costs can be regionally allocated and applied to
different regions within the MISO footprint such as the MISO Midwest Subregion, the MISO South
Subregion, or the entire MISO system-wide footprint. This broad allocation is based on the premise that
MVPs provide regional benefits such as improved reliability and reduced congestion that extend beyond
individual transmission zones. The regional cost-sharing mechanism for MVPs is facilitated through
Schedule 26-A of the MISO tariff. Schedule 26-A outlines how the costs of MVPs are distributed among
transmission owners and customers proportional to the benefits received by each transmission zone. The
MVP costs are allocated based on the MVP Usage Rate, which reflects the usage of the MVPs by the

transmission customers (refer to appendix section B.4 for further detail on this calculation).
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For Multi-Value Projects, they typically have higher revenue requirements because they involve
significant capital investments in constructing new transmission lines and substantial infrastructure
upgrades. MISQ's approach to allocating MVP costs is characterized by the "postage stamp”
methodology, wherein costs are allocated uniformly across all load-serving entities (LSEs) within the
subregions of the MISO footprint, generally being split into the Midwest and Southern subregions (refer

below to the cost allocation subregions per Attachment XX of the MISO tariff).

Map of MVP Cost Allocation Subregion Boundaries

MISO Midwest

Source: MISO Tariff Attachment XX

This regional cost allocation reflects the principle that the benefits of MVPs are shared by all
users of the grid. Attachments O and MM support this regional cost allocation by ensuring that the
revenue requirements for new MVP projects are calculated in a manner that reflects the true costs of
providing transmission services. The revenue requirement calculated in Attachment MM for MVP projects
is subtracted from the revenue requirement calculated in Attachment O. This subtraction prevents double-
counting of costs and ensures that the costs associated with MVPs are properly allocated. By subtracting
the share of MVP costs that have been allocated across the region, the revenue requirement reflects the

net amount the transmission owner needs to recover through network transmission rates. The resulting
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annual transmission revenue requirement from Attachments O and MM ensure that transmission owners

can recover their costs in a transparent and predictable manner.
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Appendix B
MISO Cost Allocation

B.1 Background

In MISO markets, cost allocation is a critical process for distributing costs associated with
electricity generation, transmission, and related services among market participants. MISO employs
various methodologies for cost allocation in ensuring that the costs of maintaining a dependable power
grid are equitably shared. The process of allocating transmission costs involves distributing the expenses
associated with building, maintaining, and upgrading the transmission infrastructure among the various

market participants, such as utilities, generators, and consumers.
B.2 MISO Cost Allocation Procedures for New Transmission Projects

Once transmission projects are identified, MISO employs various Attachments within its tariff to
determine how costs are allocated. Cost allocation for these projects is guided by specific methodologies
outlined in MISQO's tariff which distribute costs based on the benefits received by different regions and
stakeholders. For instance, Attachment FF outlines the general principles for cost allocation, categorizing
projects into types, with each category having its own set of criteria and benefits influencing how costs
are allocated. Primarily, MISO employs a combination of cost causation and beneficiary-pays principles to
distribute costs. This means those who need new transmission investments or benefit from the grid's
enhanced reliability and efficiency are allocated a proportionate share of the costs. The principles of cost
allocation used by MISO are overseen and approved by the FERC ensuring that all cost allocation

methods and recovery mechanisms are just, reasonable, and non-discriminatory.

MISO allocates the costs and revenues associated with new transmission facilities under both the
Long-Range Transmission Planning (LRTP) and the MISO Transmission Expansion Plan (MTEP) through
structured methodologies designed to ensure equitable distribution among the various jurisdictions it

oversees. Current infrastructure, future energy demand forecasts, and the identification of projects
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needed to maintain and strengthen the grid are evaluated in identifying necessary transmission projects
under such planning procedures. Cost allocation for these projects follows a methodology that considers
factors such as regional and interregional benefits. The benefits of this cost allocation approach,
facilitated by Attachment O of the MISO tariff, are significant for consumers. The role of existing assets in
allocating regional transmission project costs under MISO is crucial for ensuring that cost distribution is
fair and reflective of the current infrastructure landscape. Existing assets refer to the already established
transmission facilities and infrastructure that are in place within the MISO region. These assets play a
significant role in determining how new project costs are allocated among stakeholders. If a new project
leverages or enhances the capabilities of existing infrastructure, the cost allocation can be adjusted to
reflect the degree of improvement or reinforcement provided by the new project. This means that areas
with substantial existing infrastructure that benefit from incremental upgrades may bear a different portion
of the costs compared to regions where entirely new infrastructure is required. This existing infrastructure
allows for a streamlined implementation process, often reducing the overall costs and improving the

effectiveness of the transmission projects.

When a new developer enters a state within MISO’s region to initiate a transmission project, the
new developer works within MISO’s structured framework. New developers may find more difficulties in
integrating their projects seamlessly into the current grid, potentially causing delays and driving up costs,
leading to higher initial costs and longer implementation timelines. This can result in less optimal solutions
that do not fully capitalize on the existing infrastructure's capabilities, ultimately providing fewer immediate

benefits to the state and its stakeholders.

B.3 Differences Between Incremental/Marginal and Full Cost Allocation in MISO Markets

In the context of the MISO markets, cost allocation methodologies are critical for determining how
the financial responsibilities of new transmission facilities are distributed among stakeholders. The two

primary approaches to cost allocation are incremental/marginal cost allocation and full cost allocation.

Incremental or marginal cost allocation focuses on additional costs being assigned to the entities
or activities that directly cause the need for additional investments or system upgrades. In the context of

MISO markets, incremental cost allocation is used for various types of projects, such as Generator
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Interconnections and Market Efficiency Projects (MEPs). For such projects, the financial impact of
decisions is directly linked to those driving the need for new investments, thereby aligning costs with the
underlying economic activities. For Generator Interconnections, incremental cost allocation assigns the
costs of necessary network upgrades to the generators requesting the interconnection. For MEPs, which
aim to reduce congestion and improve market operations, incremental cost allocation assigns costs
based on the economic benefits provided. This approach is different from full cost allocation in that it

focuses on the additional costs required to accommodate specific changes or developments in the grid.

Full cost allocation is generally used for large-scale projects that provide broad regional benefits,
where the advantages extend beyond the immediate area of implementation. This approach shares the
costs of large-scale transmission projects, which often provide widespread regional benefits, across all
beneficiaries irrespective of their direct involvement in causing the need for the investment. One of the
primary applications of full cost allocation in MISO markets is for Multi-Value Projects (MVPs), with BRPs
(Baseline Reliability Projects) also utilizing full cost allocation when the benefits of the project extend
beyond a localized area. As MVPs provide many benefits that enhance the efficiency and sustainability of
the electric grid, the full cost allocation method for MVPs ensures that the costs are distributed among all
load-serving entities within the MISO region. By spreading the financial burden across all beneficiaries,
this approach supports the development of essential infrastructure that enhances grid reliability, reduces

congestion, and facilitates the integration of renewable energy sources.

Under MISO cost allocation methodologies, incumbent transmission providers—those with
established networks and multiple transmission projects—can use a full cost allocation approach for MVP
projects. These providers include their fixed and A&G costs within their total O&M costs, which are then
allocated across all projects based on each project's percentage of net plant value. The existing
personnel, technology, and infrastructure can support additional projects without a proportional rise in
administrative overhead, leading to a decreased cost allocation rate per project. Consequently, customers

benefit from a lower share of fixed and A&G costs as they are spread over a larger asset base.

Nonincumbent transmission providers, which often do not benefit from the same level of

established infrastructure and multiple projects, adopt an incremental/marginal cost allocation approach.

29



Attachment PSCW-DG-1.15

For these providers, each new project must bear its own costs, including a higher proportion of fixed and
A&G expenses. Therefore, the incremental cost approach allocates costs based directly on the additional
expenditures incurred by introducing a new project and could lead to the Attachment O of the
nonincumbent mirroring the Attachment MM as both would include the full extent of the incurred costs

without spreading them over a larger asset base.

While the cost allocation for non-O&M costs remains consistent across both incumbents and
nonincumbents, the treatment of O&M costs, particularly the inclusion and allocation of A&G expenses,
diverges significantly. Incumbent providers with multiple projects can distribute costs more efficiently,
benefiting their customers, whereas nonincumbents must rely on incremental cost allocation to ensure

financial transparency and viability for each new project.

B.4 Regional Cost Sharing

As outlined in Attachment FF of the MISO tariff, MISO employs a portfolio-based approach to the
cost-sharing of Multi-Value Projects, with the portfolio being made up of the MVPs that provide
transmission upgrades across the MISO footprint and allocates those costs regionally. By considering
projects as part of a portfolio, MISO implements cost-sharing mechanisms that aim to equitably distribute
the financial burden across the region and promote the prioritization of projects that provide the greatest
overall benefits. Multi-Value Projects under MISO allocate costs on either a sub-regional or system-wide
basis. The MISO footprint includes both its Midwest and Southern regions, with the costs of MVPs either
allocated among the Midwest or Southern region, or across both on a system-wide basis depending on

the degree of benefits a particular project provides.

Long Range Transmission Projects (LRTPs) must meet one of three criteria defined in
Attachment FF of the MISO Tariff to be considered an MVP. In addition to the three criteria defined below,
the project must have a cost greater than or equal to $20 million, must include construction or
improvement of transmission facilities operating at voltages above 100kV, and must be evaluated as part

of a portfolio of projects whose benefits are spread broadly across the footprint.
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Criterion 1
A Multi-Value Project must be developed through the transmission expansion planning process for the purpose of
enabling the Transmission System to reliably and economically deliver energy in support of documented energy policy
mandates or laws that have been enacted or adopted through state or federal legislation or regulatory requirement that
directly or indirectly govern the minimum or maximum amount of energy that can be generated by specific types of
generation. The MVP must be shown to enable the transmission system to deliver such energy in a manner that is more
reliable and/or more economic than it otherwise would be without the transmission upgrade Criterion 1

Criterion 2

Criterion 2. A Multi-Value Project must provide multiple types of economic value across multiple pricing zones with a
Total MVP Benefit-to-Cost ratio of 1.0 or higher where the Total MVP Benefit -to-Cost ratio is described in Section II.C.7
of this Attachment FF. The reduction of production costs and the associated reduction of LMPs resulting from a
transmission congestion relief project are not additive and are considered a single type of economic value

Criterion 3

Criterion 3. A Multi-Value Project must address at least one Transmission Issue associated with a projected violation of a
NERC or Regional Entity standard and at least one economic-based Transmission Issue that provides economic value
across multiple pricing zones. The project must generate total financially quantifiable benefits, including quantifiable
reliability benefits, in excess of the total project costs based on the definition of financial benefits and Project Costs
provided in Section I1.C.7 of Attachment FF.

MISO Tariff - Attachment FF, 11.C.2... -2 MISO

Schedule 26-A under the MISO tariff pertains to the cost allocation for Multi-Value Projects
(MVPs). Schedule 26-A outlines the methodology for distributing the costs associated with these MVPs
among the various entities that benefit from them. The MISO region is split into Local Balancing
Authorities (LBAs), with each LBA being responsible for maintaining the electricity balance within their
specific geographic areas by managing the supply and demand of electricity in real time. Under Schedule
26-A, the costs of large-scale transmission projects, the MVPs, are allocated in a way that reflects the
benefits received by the various LBAs. Each LBA’'s MVP Usage Rate is then ultimately calculated in

accordance with Schedule 26-A.

The MVP Usage Rate (MUR) ensures that 100% of MVP costs are allocated across the MISO
footprint, primarily either for the Midwest or Southern subregions. This is facilitated through Schedule 26-
A, where the MVP Usage Rate for the MISO Midwest and MISO South regions, as well as the system-
wide footprint, is calculated by dividing the total MVP Annual Revenue Requirements by the sum of
Monthly Net Actual Energy Withdrawals, Real-Time Export Schedules, Real-Time Through Schedules,
among other factors. The applicable Monthly MVP Revenue Requirements are calculated by multiplying
the Total MVP Annual Revenue Requirements by a weighting factor. This factor is based on the
applicable withdrawals, with withdrawals being the amount of electricity consumed or taken off the grid by
an entity within the MISO footprint, for the month in the prior year divided by the total monthly withdrawals
in the prior year. The weighting factors for each month are derived from prior year withdrawals and are

calculated to ensure the costs are proportionally distributed based on actual usage. The MUR is
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ultimately then calculated by multiplying the Total MVP Annual Revenue Requirements by the weighting

factor.

B.5 ATC Customers’ Share of MVP Usage

In accordance with MISO Schedule 26-A, ATC’s annual customer MVP usage rate is based off
their customer’s share of the MVP energy withdrawals. Of the thirty-two Local Balancing Authorities within
MISO’s Midwest region, six are considered within ATC’s jurisdiction. As such, the portion of MVP costs
allocated to ATC’s region each year would be based on the percentage of total MVP usage the local
balancing authorities within ATC’s jurisdiction account for across the Midwest MISO footprint. The
calculation begins with the total annual revenue requirement for all MVPs, with this then being allocated
to each load-serving entity in proportion to their share of the total energy consumption within the MISO
subregion. The allocated costs are then incorporated into the transmission rates paid by customers in
each region, with the entities that consume more energy contributing a larger share to the cost recovery
of MVPs. These charges are reviewed and adjusted annually to reflect changes in project costs and
energy consumption patterns. Refer to section 5.3 of the report for further detail regarding ATC’s cost
share within the framework of constructing a new transmission line in Wisconsin based off data from

MISO’s Schedule 26-A.

B.6 Transmission O&M and Other Expense Cost Allocation to Network Customers and MVP

projects

Under MISO cost allocation methodologies network service providers apply an allocation factor to
transmission O&M costs (from Attachment O) to determine the amount of such costs to allocate to the
hypothetical MVP project. The O&M allocation factor is based on the project's percentage of accumulated
depreciation, as a percentage of the total accumulated depreciation for the transmission provider. In
addition, certain other costs (non-transmission O&M, common and general plant depreciation expense
and taxes other than income) are allocated to the new project based on its proportion of gross

transmission plant to the transmission provider’s total gross transmission plant.
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Under the cost allocation practices within MISO, customers of a network service provider will
benefit from additional projects being built by their network operator that qualify as MVP projects as the
overall O&M and Other costs (which do not noticeably increase for the hypothetical new MVP project) are
allocated to the MVP project over a larger asset base (the network service provider’s transmission plant
and accumulated depreciation), producing an overall reduction in Attachment O O&M and Other costs to
existing customers. As discussed in the previous sections of this Appendix, the costs allocated to the
MVP revenue requirement are paid by all MISO Midwest region customers, reducing the total share of the

costs paid by the network customers for the transmission operator.
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Appendix C

Year by Year Cost/Benefit to ATC’s
Existing Wisconsin Network
Customers Based on ATC’s
Calculated Revenue Requirements for
Hypothetical New MVP Transmission
Line

The Company'’s calculations of the revenue requirements using MISO cost allocation guidelines
for a hypothetical new MVP Transmission line under various scenarios are included in this Appendix.
Each scenario walks through, column by column, the determination of revenue requirements to be
included in Attachment MM (to recover the costs of the hypothetical new MVP transmission line) and,
under Scenario One, the impacts of the hypothetical new transmission line costs on Attachment O

revenues for ATC’s existing Wisconsin network customers. The assumptions used to determine these

amounts are included below. The scenarios are:
Scenario One: ATC constructs and operates the hypothetical new MVP transmission line.

Scenario Two: A non-incumbent competitor constructs and operates the hypothetical new MVP

transmission line with the same construction and operating costs as in Scenario One.

Scenario Three: A non-incumbent competitor constructs and operates the hypothetical new MVP

transmission line but is able to construct and operate at 20% less cost than in Scenarios One and Two.

The calculations show the revenue requirement impacts necessary to recover the construction
and operating costs of the hypothetical new transmission line as well as the revenue requirement impact

on ATC’s existing Wisconsin network customers whose current costs of service (as shown in Attachment

34



Attachment PSCW-DG-1.15

O) are reduced for O&M and Other Expenses allocated from Attachment O recovery to the hypothetical

new MVP transmission line.

In Scenario One, ATC’s existing plant, accumulated depreciation, O&M, Other Expenses are
shown as these amounts are used to determine amounts of O&M and Other Expenses to allocate to the
hypothetical new transmission line. In Scenarios Two and Three it is assumed the competitor does not
serve existing Wisconsin network customers so there are no Wisconsin Attachment O plant, accumulated
depreciation, O&M and Other Expenses to reduce for allocations to the hypothetical new MVP

transmission line.

The underlying assumptions developed by ATC used for the hypothetical new MVP transmission line are

below and further detailed in section 5.2:

Depreciation rate 2.5%|(Assum. 1)
Cost escalation rate 3.0%|(Assum. 2)
ATC customer share of Schedule 26A 13.13%|(Assum. 3)
Miles of new transmission line 200|(Assum. 4)
Construction cost per mile 3,000,000 [(Assum. 5)
Annual transmission O&M per mile 3,000 [(Assum. 6)
Annual depreciation rate 2.5%|(Assum. 7)
Cost escalation rate 3.0%|(Assum. 8)
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Scenario One - ATC as the Entity Constructing and Operating the Hypothetical New MVP Transmission Line

(PYE+ (PYIx(i+
(Assum.4x  (Assum.7x Assum. 8)) =

(4) (8) (A-8=C) Assum.5=D) (D))=}  (0+E=F) (A+D=G6) (B+E=H) (G+H=1) Yl

Base ATC Values Regional Project Values Combined Values

Transmission Net Gross  Transmission Net Gross Transmission Net Base

Gross issic issi issis issis A I issi

Plant Depreciation Plant Plant Depreciation Plant Plant Depreciation Plant 0&M
7902246091 (2326,504,681) 5,575,741,410 . 7902246091 (2,326504681) 5575741410 104727413
8492917141 (2512025078) 5,980,832,062 600,000,000  (15,000,000) 585,000,000 9092917041 (2,527,025,078) 6565,892,062 107,869,235
9,196,670972  (2,716,567,796) 6,480,103,176 600,000,000 (30,000,000) 570,000,000 9,796,670,972  (2,746,567,796) 7,050,103,176 111,105,312
10048582287 (2,933552,925) 7,115029,362 600,000,000  (45,000,000) 555,000,000  10,648,582,287 (2978,552,925) 7670029362 114438472
11,231,008398  (3,165595,390) 8065413007 600,000,000  (60,000,000) 540,000,000  11,831,0083%8 (3,225595,390) 8605413007 117,871,626
12507613020 (3440,117,655) 9,067495,366 600,000,000  (75,000,000) 525,000,000 1307613021 (3,515147,655) 9592495366 121,407,774
13,179470650  (3,763,945,691) 9415524959 600,000,000  (90,000,000) 510,000,000  13779,470,650  (3,853,945,691) 8,925,524,959 125,050,008
13,509,952,267 (4,106,881,848) 9,403,070,420 600,000,000 ' (105,000,000) 495,000,000 14,109,952,267  (4,211,881,848) 9,898,070,420 128,801,508
13822778458 (4453,010,613) §363767,845 600,000,000 (120,000000) 480,000,000 14422778458 (4579,000613) 9843767845 132,665,553
14,003,606,225 (4,823,081,952) 9,180,524,273 600,000,000 ' (135,000,000) 465,000,000 14,603,606,225  (4,958,081,952) 9,645,524,273 136,645,520
14353696380 (5,173,172,108) 5,180524273 600,000,000 (150,000,000) 450,000,000 14953696381 (5323172,08) 9630524273 140,744,885
14,712,538,790 (5,532,014,518) ,180,524,273 600,000,000 ' (165,000,000) 435,000,000 15,312,538,790  (5,697,014,518) 9615524273 144,967,232
15080352260 (5,893,827,987) 9,180524273 600,000,000 (180,000,000 420,000,000 15680352260 (6,079,827,387) 8600524273 149316243
15457361067 (6,276,836,794) ,180,524.273 600,000,000 (195,000000) 405,000,000  16057,361,067 (6,471836,794) 9585524273 153795736
15843795093 (6663.270821) 9,180524273 600,000,000 (260,000000) 330,000,000 16443795083 (6873270821 9570524273 158,409,608
16,239,889,971 (7,059,365,698) 9,180,524,273 600,000,000 ' (225,000,000 375,000,000 16,839,889,971  (7,284,365,698) 9,555,524,273 163,161,897
16645887200 (7,465.362947) 9,180524273 600,000,000 (240,000,000 360,000,000  17,245,887220  (7,705362,947) 9540524273 168,056,754
17062034400 (7,881510,128) 5,180524273 600,000,000 (255,000,000) 345000000 17662034401 (3,136510,128) 9525524213 173,098,456
17488385260 (8,208,060988) 9,180524273 600,000,000 (270,000,000) 330,000,000  16,088,585261 (575,060,988) 9510524273 178,291,410
17,925,799,892 (8,745,275,619) 9,180,524,273 600,000,000 (285,000,000) 315,000,000 18,525,799,892  (9,030,275,619) 9,495,524273 183,640,152
18373944889 (5,193420,616) 6,180,524.273 600,000,000 (300,000,000} 300,000,000 18973944889 (9,493 420,616) 9480,524.273 189,149,357
18833293512 (3,652769,239) 5,180524273 600,000,000 (315,000,000) 285000000 19433293512 (9.967,769,239) 9465524273 194823837
15,304,125,849  (10,123,601,577) $,180,524,273 600,000,000 ' (330,000,000) 270,000,000 19,904,125,849 (10,453,601,577) 9450524273 200,668,553
19,786,728,996  (10,606,204723) 9,180,524,273 600,000,000 (345,000,000) 255,000,000 20,386,728,996 (10,951,204,723) 9435524273 206,688,609
20281,397,220  (11,100872,948) 9180524273 600,000,000 (360,000,000) 240,000,000  20,881,397220 (11,460,872,348) 9420524273 212,889,267
20788432,151  (11,6072907,878) §,180524.273 600,000,000 (375,000000) 225,000,000 21388432151 (11,382,507,878) 9405524273 219,275,945
21308142955  (12,127,618,682) 9180524273 600,000,000 (330,000,000) 210,000,000  21,308,142955 (12517,618,682) 9390524273 225854224
21,840,846,529  (12,660322,256) 9,180524,273 600,000,000 (405,000,000) 135000000  22,440,846529 (13,065322,256) 9375524273 232,629,851
22,386,867,692  (13,206,343,419) 9,180,524,273 600,000,000 (420,000,000} 180,000,000 22,986,867,692 (13,626,343,419) 9,360,524273 239,608,746
2,946539,384  (13,766,015,111) 9,180524273 600,000,000 (435,000,000) 165000000 23546539384 (14201,015,111) 9345524273 246,797,008
23520202869 (14,339,678,596) 9,180,524,273 600,000,000 ' (450,000,000) 150,000,000 24,120,202,869 (14,789,678 596) 9,330,524273 254,200,919
24108207540 (14927,683,668) 9180524273 600,000,000 (465,000,000) 135,000,000  24,708,207940 (15,392,683,668) 9315524273 261,826,946
24710913,139  (15,530,388,866) 9,180,524,273 600,000,000 ' (480,000,000} 120,000,000 25,310,913,139 (16,010,388,866) 9,300,524273 269,681,755
2538695967  (16,148,161,695) 5180524273 600,000,000 (435,000,000) 105,000,000 2528685967 (16,643,161,695) 9285524273 277,772,207
2591903117 (16,781,378844) 9,180524273 600,000,000 (510,000,000) 90000000  26,561,903,117 (17,291,378,844) 9270524273 286,105,374
26610950695  (17,430426422) 9180524273 600,000,000 (525000000) 75000000  27,210950695 (17.955426422) 9255524273 294,688,535
27,276,224,462  (18,095,700,189) 9,180,524,273 600,000,000 ' (540,000,000) 60,000,000 27,876,224,462 (18,635,700,189) 9,240,524273 303,529,191
27958130073 (18,777,605,801) 9,180,524,273 600,000,000 ' (555,000,000) 45,000,000 28,558,130,073 (19,332,605,801) 9,225,524,273 312,635,066
28,657,083,325  (19,476559,052) 9,180524273 600,000,000 (570,000,000 30000000  29,257,083325 (20,46,559,052) 9210524273 322014118
29,373510,408  (20,192,986,136) 9,180,524,273 600,000,000 (585,000,000) 15,000,000 29973510408 (20,777,986,136) 9,195,524273 331,674,542
30,107,848,169  (20,927,323,896) 9,180,524,273 600,000,000 ' (600,000,000 - 30,707,848,169 (21,527,323,896) 9,180,524273 341,624,778

¥r. 1: [Assum. 4 x Assum. 6
; Yr. 2 and beyond: {(PY
Kx(1+Assum. 8} =CYK)

Project Transmission O&M

600,000
618,000
626340
635,636
675305
635,564
716431
737,824
760,062
782364
506,350
820340
855,457
881,120
307,554
334750
%2824
981,708

1,021,460

1,052,104

1,083,667

1416177

1143882

1,184,152

121867

1,256,267

1263358

132,71

137,757

141333

1,436,357

1,500,048

1,545,050

1591401

1633142

158837

1738967

1791136

1844870

1300226

(1+K=L)

Combined
Transmission
0&M

104727413
108,463,235
11723312
115075012
118,527,262
122,083,080
125,745,572
129517939
133403478
137,405,362
141,527,749
145,773,382
150,146,789
154,851,133
153,290,729
164,063,451
165391534
174,061,280
179,283,118
184561612
190,201,460
195,307,504
201,784,729
207838271
24073419
20455622
2710481
233323805
240341519
248,163,765
285614858
263,283,204
271,181,803
7931787
267,696,775
26327678
05,217,508
314374033
223,805,254
183519412
243524334

(PYMx(2+

Assum. 2))=
M)

Other
Expense

106,852,997
110,089,487
339,172
116,793,837
120287755
123,306 688
127,623,888
131452605
135,296 183
133,458,089
143,641,811
147,951,065
152,389,597
156,361,285
161,670,123
166520227
171515834
176,661,308
181,961,148
167,419,983
193,042,582
195,833,860
204,736,875
210942842
w727,
203,789,261
22050938
237418027
244,540,567
251,876,784
259,433,088
267,216,081
275,232,363
283,489,540
231,934,226
300,754,053
303,776,675
315,068,375
328,642,074
338501336
248,636,375

L/H=N)

Transmission
O&M Annual
Allocation
Factor

4.50%
4.29%
4.07%
3.86%
367%
347%
3.26%
3.08%
291%
277%
266%
256%
247%
23%
2.32%
2.25%
219%
2.14%
209%
204%
2.00%
197%
193%
190%
187%
184%
181%
179%
177%
175%
173%
171%
169%
168%

165%
164%
163%
162%
161%
160%

(ExN=0)

Annual
Allocation for
Transmission

0&M

643,855
1220323
1,738,554
2,204,751
2604815
236,487
3228814
3,436,043
3741316
3,988,066
4221973

582803
60103525
6,131,042
6,369,354
6547608
6,724,307
6900317
7075874
7,251,191
7426456
7,601,840
7,777,497
7,953,367
8130175
8307438
5,435,463
5,664,345
8,844,178
9,025,042
9,207,016
933072
9574576

M/G=P)

Other
Expense
Annual

Allocation

Factor

(0xP=Q)

Annual
Allocation for
Other
Expense

7,264,302
634,737
6380516
£,100,803
5671519
5557122
5,589,782
5622538
5,728,738
5,763,464
5,787,252

6,035,665
6070024
§,104.453
6,138,965
6,173,360
6,208,240
6,243,005
627,859
6312502
6347536
6,382,364
5418,185
6,453,505
6485923
6524440
6,350,080
6535782
6631610
6,667,545
§703,530
6,739,744
6776010
6612330

(0+Q=R)

Annual
Expense
Charge

8319370
5,305,554
8276634
8433828
5518337
5128641
9,471,088
9751530

10019224

10276363

10524747

10,765,840

11,000852

1123079

11456510

11678719

11,888033

12114877

12330008

1254354

12,755,849

12967313

13178175

13,388,676

13539007

13809420

14020026

1423002

14442489

14654615

14,867,438

15,081,245

15,285,357

15,511,724

15728632

15,946,760

16,166,151

16,386,366

(8]

Annual
Allocation
Factor for

Return

8.00%

8.44%

(Fx$=T)

Annual Return
Charge

47027518
46714630
46,512,481
46,025,741
4558372
4332340
2013149
40,541,211
38.204.203
37,358,306
36,693,609
34820
34,163,018
32,897,749
31632422
30,367,128
23101828
2786531
26,571,234
25,305,837
24040640
2,775,344
2510047
20,244,750
18973453
17,714,156
16,448,859
15,183,362
13918265
12652963
11387672
10122375

8,857,078

7,591,781

£,326,484

5,061,187

3,795,831

252053

1,265,297

U]

Project
Depreciation
Expense

15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000

15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000

R+T+U=Y)

Annual
Revenue
Requirement

83835675
53,275,750
63931852
63,231,265
57,235,007
86226570
65,837,746
64769852
53,695,256
62710436
61,712,834
50704577
53667,763
58,663,558
57633274
56597318
55,558,338
54515250
53463267
52420315
51370546
50,218,856
43265895
48,212,063
47157628
4102832
45,047,886
43892382
293829
41383971
40,830,261
38,7763%0
38724576
77300
36622441
355712902
24524523
3477354
2431478
31,386,366

(Assum. 3= W)

ATC Customer
Share %

13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%
13.13%

Totals

(VxW=X)

Portion
Charged to
ATC
Customers

9182534
9175211
9182052
9,103,189
8905736
8774329
8,644,436
8,504,282
8363187
8,233,880
8,102,885
7870524
7837003
7,702,525
7567249
7431307
7,294,810
7,157,852
7020515
6882,866

520,719
5084537
4346468
4808527
4670723
4533070
4395577
4258253
4,121,109

271,663,470

(R=Y)

Reduction For
Existing
Network

Customers
Through
Attachment 0

7,808,157
8,165,050
8319370
5,305,554
827663
8433629
5,618,597
9,128,641
9471085
9,751,520

10,018,224

10,276,363

10,524,747

10,765,840

11,000852
11220793

11456510

1,678,719
11838033

12114977

12,330,008

12543514

1,755,848
12967313

13178175

13,388,676

13,593,007

13,803,420

14020026

14,231,002

14,442,489

14654615

14,867,438

15,081,245

15,295,357

15,511,724

15728632

15,946,760

16,166,181

16,286 366

484,509,364

(¥-X=2)

Net ATC
Customer
(Cost}/
Benefit

(3,274,397)
(1,010,5:)
(862,687)
(77,64%)
(630,10%)
(280,65¢)
174,101
624,353
1,107,867
1517650
131632
2,205,840
2,687,748
3,063,31
3433603
3,799,487
4,161,700
4520867
4877516
5232111
5,585,040
5,536,646
6,287,237
£637,06¢
638627
733537
7,684,23¢
£,033,141
6,282,206
873163
9,081,48¢
943189
9,782,361
10134770
10487430
10,841,00:
1118556
11,551,183
11907328
12,265,857

212,845,893



Year

W B W e

Gross

Attachment PSCW-DG-1.15

Scenario Two - Competitive Entity Constructs and Operates a Hypothetical New MVP Transmission Line. Same Costs
as ATC

Yr. 1: (Assum. 4 x
((PYIx[1+  Assum.6=K);¥r.2

(Assum.4x  (Assum.7x Assum. 8)) = and beyond: ((PY K x (L
(#) (8) (A-8=() Assum.5=0)  (-D)=E)  (D+E=F) (A+D=6) (B+E=H) (G+H=1) o)) +Assum. 8))=CVK)  (1+K=L)
Base Values Regional Project Values Combined Values
Transmission Net Gross  Transmission Net Gross Transmission Net Base Combined
" i Sy s G s Project o
Plant Depraciation Plant Plant Depreciation Plant Plant Depreciation Plant 0&m 0&M oM
600,000,000 (15,000,000) 585,000,000 600,000,000 {15,000,000) 585,000,000 600,000 £00,000
600,000,000 (30,000,000) 570,000,000 600,000,000 (30,000,000) 570,000,000 618000 618000
600,000,000 (45,000,000) 555,000,000 600,000,000 {45,000,000) 555,000,000 636540 636540
600,000,000 (60,000,000) 540,000,000 600,000,000 (60,000,000) 540,000,000 655,636 655,636
600,000,000 (75,000,000) 525,000,000 600,000,000 (75,000,000) 525,000,000 675305 675305
600,000,000 (90,000,000) 510,000,000 600,000,000 {90,000,000) 510,000,000 695,564 695,564
600,000,000 (05,000,000 495,000,000 600,000,000  (105,000000) 495,000,000 716431 716431
600,000,000 (120,000,000) 480,000,000 600,000,000  (120,000000) 480,000,000 7394 TN
600,000,000 (135,000,000) 465,000,000 600,000,000  (135,000,000) 465,000,000 760,062 760,062
600,000,000 (150,000,000 450,000,000 600,000,000  (150,000000) 450,000,000 782864 782864
600,000,000 (165,000,000 435,000,000 600,000,000  (165,000000) 435,000,000 806350 806,350
600,000,000 (180,000,000) 420,000,000 600,000,000  (180,000,000) 420,000,000 830,540 820,540
600,000,000 (195,000,000) 405,000,000 600,000,000  (195,000000) 405,000,000 855457 855457
600,000,000 (210,000,000 330,000,000 600,000,000  (210,000000) 330,000,000 881120 881120
600,000,000 (225,000,000) 375,000,000 600000000 (225,000000) 375,000,000 907554 907554
600,000,000 (240,000,000) 360,000,000 600,000,000  (240,000000) 360,000,000 934780 94780
600,000,000 (255,000,000) 345,000,000 600,000,000  (255,000000) 345,000,000 962824 96282
00,000,000 (270,000,000) 330,000,000 500000000 (270,000,000) 330,000,000 91709 %3708
600,000,000 (285,000,000 315,000,000 600,000,000  (285,000000) 315,000,000 1021460 1,021,460
600,000,000 (300,000,000) 300,000,000 600,000,000  (200,000,000) 200,000,000 1052104 1052104
00,000,000 (315,000,000) 285,000,000 500000000 (315,000000) 285,000,000 1083667 1,083,667
600,000,000 (330,000,000) 270,000,000 600,000,000  (330,000000) 270,000,000 116177 116177
600,000,000 (345,000,000) 255,000,000 600,000,000  (345,000000) 255,000,000 1149662 1,149,662
600,000,000 (360,000,000) 240,000,000 600,000,000 (360,000,000) 240,000,000 1184152 1184152
600,000,000 (375,000,000) 225,000,000 600,000,000  (375,000000) 225,000,000 1219676 1219676
600,000,000 (390,000,000) 210,000,000 £00000000  (330,000,000) 210,000,000 1286267 1236267
600,000,000 (405,000,000) 195,000,000 600,000,000 (405,000,000 195,000,000 1293955 1293955
600,000,000 (420,000,000) 180,000,000 600,000,000  (420,000000) 180,000,000 13273 13278
600,000,000 (435,000,000) 165,000,000 600000000  (435,000000) 165,000,000 13N 130
600,000,000 (450,000,000) 150,000,000 600,000,000 (450,000,000) 150,000,000 1413939 1413939
600,000,000 (465,000,000 135,000,000 600,000,000  (465,000000) 135,000,000 1456357 1456357
600,000,000 (480,000,000) 120,000,000 600000000 (480,000,000) 120,000,000 1500048 1,500,048
600,000,000 (495,000,000) 105,000,000 600,000,000  (495,000000) 105,000,000 1545050 1545050
600,000,000 (510,000,000) 50,000,000 600,000,000  (510,000,000) 90,000,000 1591401 1591401
600,000,000 {525,000,000) 75,000,000 600,000,000  (525,000,000) 75,000,000 1639143 1639143
600,000,000 (540,000,000) 60,000,000 600,000,000  (540,000,000)  €0,000,000 1688317 1688317
600,000,000 (555,000,000) 45,000,000 600,000,000  (555,000000) 45,000,000 1738967 1738967
600,000,000 (570,000,000) 20,000,000 600,000000  (570,000000) 30,000,000 1ML136 179,136
600,000,000 (585,000,000) 15,000,000 600,000,000  (585,000000) 15,000,000 1844870 1844870
600,000,000 ~ (600,000,000) - 600,000,000 (600,000,000) - 1900216 1,900,216

(IPYMx(t+
Assum. 2))=CY
M

Other Expense

37

(L/H=N)

Transmission
O&M Annual
Allocation
Factor

(ExN=0)

Annual
Allocation for
Transmission

oM

600,000
618,000
626540
£35,636
675,305
635,564
716431
7792
760,062
782,884
806,350
820540
835,457
881,120
907,554
524,780
962624
91,708

1,021,480

1,052,104

1,083,667

L6177

145682

1,184,152

1213676

1,256,267

1,293,858

1337

13757

1413839

1456257

1,500,048

1,545,050

1,591,401

1639142

1888307

1738567

1,791,136

184870

1,300216

(M/G=P)

Other
Expense
Annual

Allocation

Factor

(0xP=Q)

Annual
Allocation for
Other
Expense

(0+Q=R)

Annual
Expense
Charge

500000
515,000
636540
£55636
675,208
635,564
716431
775
760062
782,864
506,250
520540
855,457
881,120
907,554
534750
82824
931,709

1,021,460

1052104

1083667

116177

1143582

1184152

121367

1,256,267

1283955

13077

131757

141393

1436357

1500048

1,545,050

1591401

1639143

1668317

1728367

1761136

184870

130216

]

Annual
Allocation

(Fx3=T|

Factorfor ~ Annual Retum

Return

Charge

4700758
4671430
4612481
46,025,741
455827
43,332,840
42,018,149
40841,211
38,224202
27,358,506
36593603
3842830
2463015
2,897,713
31632422
20,367,125
23,101,328
2783531
26571234
25305837
24,040,640
277534
21510047
2024750
18973453
17,714,156
16448853

1,265,297

v

Project
Depreciation
Expense

15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000
15,000,000

15,000,000

15,000,000
15,000,000

R#T+U=V)

Annual
Revenue
Requirement

82627518
232269
62243021
61681377
0223678
53,028,505
57,735,581
56379138
54984,265
53,741,770
5439,959
51258852
50018472
48778838
47,539,976
46301905
45064552
43828240
459265

3883520
27,639,709
36428502
35,183,128
397042
274250
3151633
30281022
2066308
27844029
662242
25402128
2418318
236562
21743505
20534858
1832720
18110167
16300216

(Assum.3=W|

ATC Customer
Share %

1.13%
1.13%
B
1.13%
13.13%
1%
13.13%
13.13%
1.13%
1.13%
13.13%
1B.13%
1.13%
13.13%
13.13%
LB13%
13.13%
13.13%
L.13%
LB.13%
13.13%
L.13%
L13%
1.13%
L.13%
1.13%
1.13%
LB.13%
BB%
13.13%
LB13%
L.13%
1.13%
B1%
L.13%
1.13%
B
B1B%
13.13%
LB

Totals

(VxW=X)

Portion
Charged to
ATC
Customers

522,993
§,184282
8,173,297
8,038,765
7508682
7750443
7550682
7402580
721943
7,056,254
6893245
6730287
£567425
6404562
6241999
£073,440
5516383
5754548
55942
5430311
526832
5106457
494720
4783115
4621646
4460317
423,131
4135085
39m21
3816485
365920
3455524
3235299
3175282
3015387
2,855,710
2696207
253543
2277865
228558

213,987,502

(R=Y)

Reduction For
Existing
Network

Customers
Through
Attachment O

[V-X=2)

Net ATC
Customer
(Cost)/
Bensfit

(82229
(8.184,282)
(8.173297)
(8,038,765
(7908682
(7,750443)
(7580482
(7,402,580)
(7,219434)
(7,056,234)
(6,883,245
(6,720287)
(6567423)
(6,404,682
(6,241,999)
6,079,440)
(5,916,388
(5,754,648)
(5592421
(5420311
(5,268,322)
(5,106,457
(4.94,720)
(4783,115)
(462464
(4460317)
(4289,131)
(4128035
(39ma)
(3,816,483
(3655921
(3.485,524)
(3325,299)
(3.175252)
(3015,387)
(285,710)
2656227)
(2526343
(2377885
(2218838

(213,987,502}

Difference from
ATC Scenario

(6,948,556)
(7,474,131
(7310615)
(730,220)
(7,278,580)
(7,469,743)
(7,754,782)
(8,026,940)
(8,227,301
(3573944)
(3809574
(3,036,25)
(5,25,163)
(5,467,876
(9,675,602)
(3878827
(1007853)
10,.275,515)
10,469,939)
(10662422)
10853,362)
11,043,105)
(12,231,956)
13,420,184)
11,608,024)
14,785,6%0)
12,983371)
(12,171,236)
12,359,440)
(12548,122)
(12,737,410)
(12927,421)
(13,118261)
13310,029)
13502807)
(13,636,711)
13,891,789)
14,088,127)
14,285,733)
14,484,855)

426,833,395)



Year

Gross

Attachment PSCW-DG-1.15

Scenario Three - Competitive Entity Constructs and Operates a Hypothetical New MVP Transmission Line. 20% Lower

Costs Than ATC
Y. 1: (Assum, 4 x
((PYJx {1+ Assum.6=K);Yr.2and ((PYMx(1+
(Assum.4x  (Assum.7x Assum. 8)) = beyond: ((PYKx(1+ Assum. 2)) =CY
(A (8) (A-8=C) Assum.5=0)  (-D)=E]  (0+E=F) (A+D=6) (B+E=H) (G+H=1) o)) Assum.8))=CYK) | (J+K=L) M) (L/H=N) = (ExN=0) (M/G=P)
Base Values Regional Project Values Combined Values

Other

Transmission  Annual Expense

Transmission Net Gross  Transmission Nt Gross Transmission Net Base Combined O&M Annual Allocation for Annual
issi ission A issi A issi Project issi Alocation  Transmission Allocation

Plant Depraciation Plant Plant  Depreciation  Plant Plant Depreciation Plant 0&M oM 0&Mm Other Expense Factor 0&M Factor
480,000,000 (12,000,000 468,000,000 480000000 (12,000000) 468,000,000 480,000 480,000 400% 480,000 0.00%
480,000,000 (24,000,000) 456,000,000 480000000  (24,000,000) 456,000,000 434400 454400 206% 494,400 0.00%
480,000,000 (36,000,000 444,000,000 480000000  (36,000,000) 444,000,000 505232 509232 141% 509232 0.00%
480,000,000 (48,000,000 432,000,000 480,000000  (48,000,000) 432,000,000 524503 524509 109% 524509 0.00%
480,000,000 (60,000,000) 420,000,000 480000000 (60,000000) 420,000,000 40244 540244 050% 540244 0.00%
480,000,000 (72,000,000) 408,000,000 480000000 (72,000000) 408,000,000 556452 556452 077% 556452 0.00%
480,000,000 (84,000,000) 296,000,000 480000000 (84,000,000) 336,000,000 S35 5735 068% 573145 0.00%
480,000,000 (96,000,000) 384,000,000 480000000 (96,000000) 384,000,000 590339 590339 061% 590,339 0.00%
480,000,000 (208,000,000 372,000,000 480,000,000 (108,000000) 372,000,000 608050 608050 056% 608,050 0.00%
480,000,000 (120,000,000 260,000,000 480,000,000 (120,000000) 360,000,000 626291 626291 052% 626291 0.00%
480,000,000 (32,000,000) 248,000,000 480,000,000 (132,000000) 348,000,000 645,080 645080 049% 645080 0.00%
480,000,000 (44,000,000 336,000,000 480,000000  (144,000,000) 336,000,000 664432 664432 046% 664432 0.00%
480,000,000 (156,000,000) 324,000,000 480000000 (156,000000) 324,000,000 684365 684365 044% 684365 0.00%
480,000,000 (168,000,000) 312,000,000 480,000,000 (68,000000) 312,000,000 048% 704836 042%  7048% 0.00%
480,000,000 (180,000,000) 200,000,000 480,000000  (180,000,000) 300,000,000 6043 726043 040% 726043 0.00%
480,000,000 (192,000,000) 288,000,000 480,000,000 (192,000000) 288,000,000 478N 47824 039%  7478%4 0.00%
480,000,000  (204,000,000) 276,000,000 480,000,000 (204,000000) 276,000,000 70259 770259 038% 770259 0.00%
480,000,000 (216,000,000) 264,000,000 480000000 (216,000000) 264,000,000 793367 793367 037% 793367 0.00%
480,000,000 (228,000,000 252,000,000 480,000,000 (228,000000) 252,000,000 817,168 817168 036% 817,168 0.00%
480,000,000 (240,000,000 240,000,000 480,000,000 (240,000000) 240,000,000 841683 841683 035% 841683 0.00%
480,000,000 (252,000,000 228,000,000 480000000 (252,000000) 228,000,000 866933 866933 034% 866933 0.00%
480,000,000 (264,000,000 216,000,000 480,000,000 (264,000000) 216,000,000 892941 8924l 034% 892941 0.00%
480,000,000 (276,000,000) 204,000,000 480,000000  (276,000,000) 204,000,000 91970 91970 033% 919730 0.00%
480,000,000 (288,000,000) 132,000,000 480,000,000 (288,000000) 192,000,000 %32 W3 033% 94732 0.00%
480,000,000 (300,000,000) 180,000,000 480,000,000 (300,000,000) 180,000,000 5741 915741 033% 975741 0.00%
480,000,000 (312,000,000) 168,000,000 480,000000 (312,000,000 168,000,000 1005013 1,005,013 032% 1,005,013 0.00%
480,000,000 (324,000,000) 156,000,000 480,000,000 (324,000000) 156,000,000 1035164 1035164 032% 1,035,164 0.00%
480,000,000 (336,000,000 144,000,000 480,000,000 (336,000000) 144,000,000 1066219 1066219 032% 1066219 0.00%
480,000,000 (34,000,000) 132,000,000 480,000,000 (346,000000) 132,000,000 1098205 1,098,205 032% 1,098,205 0.00%
480,000,000 (360,000,000 120,000,000 480,000,000 (360,000000) 120,000,000 1131151 131150 031% 1,131,151 0.00%
480,000,000 (372,000,000) 108,000,000 480,000,000 (372,000000) 108,000,000 1165086 1,165,086 031% 1,165,086 0.00%
480,000,000 (384,000,000) 96,000,000 480,000000  (384,000,000) 96,000,000 1200039 1,200,039 031% 1200039 0.00%
480,000,000 (396,000,000) 84,000,000 480000000 (336,000000) 84,000,000 1236040 1236040 031% 1236040 0.00%
480,000,000 (408,000,000) 72,000,000 480,000000  (408,000,000) 72,000,000 LpBR B 031% 1273121 0.00%
480,000,000 (420,000,000) 60,000,000 480,000000  (420,000,000) 60,000,000 1311315 1311315 031% 1311315 0.00%
480,000,000 (432,000,000) 48,000,000 480000000 (432,000,000) 48,000,000 1350654 1350654 031% 1350654 0.00%
480,000,000 (444,000,000) 26,000,000 480,000000  (444,000,000) 36,000,000 1391174 1391174 031% 1391174 0.00%
480,000,000 (456,000,000) 24,000,000 480,000000  (456,000000) 24,000,000 1432909 1432909 031% 1432909 0.00%
480,000,000 (468,000,000) 12,000,000 480,000,000 (468,000000) 12,000,000 147589  147589% 032% 147589 0.00%
480,000,000 (480,000,000) - 480,000,000 (480,000,000) - 1520173 1520473 032% 1520173 0.00%
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(0xP=Q)

Annual
Allocation for
Other
Expense

(0+Q=R)

Annual
Expense
Charge

480000
43440
503232
524503
540244
556,452
573,145
5033
608,050
626291
845,080
864432
634,365
70485
726043
747824
025
733,367
817,168
841683
9653
832841
919720
#72
975,741

1,005,013

1035164

1066219

1,088,205

1131151

165,085

120003

1,236,040

123121

1311315

1350854

1390174

1432909

14755%

1520173

]

Annual
Allocation
Factor for

Return

8.00%
8.04%
8.20%
840%
852%
8.49%
8.50%
84%
847%
8.44%
8.44%
844%
8.44%
8.44%
844%
844%
8.44%
8.44%
8.44%
844%
844%
8.44%
8.44%
8.44%
8.44%
8.44%
844%
844%
844%
8.44%
844%
8.44%
8.44%
8.44%
844%
844%
8.44%
844%
844%
844%
8.44%

(FxS=T)

Annual Return
Charge

37,5220
73778
37,289,985
36520592
35,646,698
24,566,352
33615309
22512989
31379382
3036715
23354887
28342650
27330412
26318178
25,305,837
24283700
238148
226825
24,286,887
20244750
1923252
18220275
17,208037
16,195800
15,183,562
1171325
13,159.087
12146850
11,1346
10122375
5110137
807,300
7,085 662
6073425
5,061,187
4048350
306712
204478
1012237

v

Project
Depreciation
Expense

12,000,000
12000000
12,000,000
12,000,000
12000000
12,000,000
12,000,000
12,000,000
12,000,000
12,000,000
12,000,000
12,000,000
12,000,000
12000000
12,000,000
12,000,000
12,000,000
12,000,000
12,000,000
12,000,000
12,000,000
12,000,000
12,000,000
12,000,000
12000000
12000000
12,000,000
12,000,000
12,000,000
12,000,000
12,000,000
12,000,000
12,000,000
12,000,000
12,000,000
12,000,000
12,000,000
12,000,000
12,000,000
12,000,000

R+T+U=V]

Annual
Revenue
Requirament

50102015
49,866,152
49793217
49,345,100
45,1363
4722504
46,188,464
45103308
42987412
383416
41393967
41007082
40014778
33023078
38021980
704,52
305,721
35062592
074,155
33086433
32053446
31113216
30,127,767
8143121
28159304
27176338
26184251
2521308
24222818
22835%
227520
21287839
232,702
19,346,546
18372502
17393504
16,427,886
15457384
14488134
3520472

(Assum.3=W]| (VxW=X)

ATC Customer
Share %

BBK
BBK
BB%
BBK
BBK
1L13%
13.13%
13.13%
BBK
1313%
BB%
BBK
BB%
BBK
BBK
BB
13.13%
13.13%
1L13%
113%
1L13%
BB%
BBK
BBK
BBK
BB%
13.13%
1L13%
L%
1313%
BB%
BBK
BBK
BBK
BBK
BBK
BB%
BB%
1313%
13.13%

Totals

Portion
Charged to
ATC
Customers

6578395
6547426
6538637
6473012
6206346
6200354
6054545
5522064
5,775,547
5645036
55145%
526420
5253340
512378
45935
486355
473580
4803718
4am e
4344249
4214657
4,085,165
3855776
3826492
3697307
3568283
3439308
3310476
3180769
3053188
294737
2796413
2668233
2,540,201
2412310
2284568
2,186,380
2008554
1502282
1775198

171,190,002

R=Y)

Reduction For
Existing
Network

Customers
Through
Artachment O

[Y-X=2)

NetATC
Customer
(Cost)/
Bensfit

(6578,333)
(6347426)
(6528637)
(6479012)
(6:326,94)
(6,200334)
(6,084,545)
(5.922084)
(5,775,547
(5,645,038
(5,5145%)
(5,384,230
(5,253,340)
5,123728)
(4933 598)
(4883,552)
(4733581)
(4603,718)
(4473937)
(4,344.249)
(4214657)
(4,085,165)
(3935,778)
(3826432)
(3.687317)
(3,968,252)
(3433:308)
331047)
(3,181,765)
(3,053 128)
(2824737)
(27%6419)
(2,688,239)
(2540,20)
(2412310)
(2,224 368)
(2,136,381)
(2028354
(1,902,292)
1775,1%8)

(171,150002)

Difference from
ATC Scenario

(530389
(553727
(5,675,35%)
(5,684,367)
(565634
(5919,65)
(6.2286%)
(6546.422)
(6883415)
(7,16268)
(742035
(7.6500m)
(7,941,684
(8,18704)
(8.427,200)
(8663,03)
(3835,281)
(3,124583)
(,351455)
(357636
(,793597)
(10,021,8%4)
(10,24302)
(10.463361)
(10882655
(10.302627)
(11,1235
(11,34367)
(14,5629%)
(14,78485)
(12,006.226)
(12,228316)
(12:458,201)
(1267497
(12,888,740)
(13,125,368)
(13,352,344
(13.580738)
(13,810.220)
(14,041,058)

(384,035 855)



Attachment PSCW-DG-1.15

As explained throughout this report, the revenue requirement is calculated by multiplying the Company's rate base times a rate of return to

produce a "return on rate base" and then the estimated depreciation expense and operating costs (necessary to operate and maintain service) is

added to produce the overall cost of service/revenue requirement.

Columns A, B and C show the components of existing net plant, prior to the addition of a new transmission line. For ATC these represent
the projected 2024 balances of existing plant. For the new developer scenarios, as a new developer is assumed to not have any existing
plant within ATC's service area, these balances are zero. These columns are necessary to calculate O&M and Other Expense cost

allocations to the hypothetical new MVP transmission line under MISO cost allocation guidance.

Columns D, E and F show the components of net plant for the new transmission line.

Columns G, H and | add the new transmission line net plant to the existing net plant to arrive at the existing net plant transmission
investment plus the new transmission line net plant producing the combined net plant balances. As discussed above, only in Scenario
One are there existing Attachment O balances (to serve existing Wisconsin network customers) as the competitors in Scenarios Two and

Three are assumed to be new entrants in Wisconsin.

Column J shows the existing O&M costs. This amount is escalated each year based on the assumptions. As the new developer is

assumed to not have any existing projects within MISO, this balance is zero in the new developer scenarios.

Column K shows the estimated O&M costs associated with the new transmission line. This amount is escalated each year based on the

expense growth assumption.

Column L sums the O&M costs, existing plus new transmission line, to produce total O&M costs.



Attachment PSCW-DG-1.15

Column M is an estimate of other expenses to be recovered. Other Expenses include non-transmission O&M, common and general
depreciation expense and taxes other than income. As in Column J, the amount is assumed to be zero for a new developer as they are

not expected to have existing projects within MISO.

The allocation factors in the following columns were calculated in accordance with the attachment MM under MISO rules. Calculations were

performed to determine the O&M and other expenses attributable to the new transmission line which will reduce these costs for existing Wisconsin

network customers.

Column N is the calculation of the O&M Allocation factor. It is the combined O&M (Column L) divided by the combined (existing and new

transmission line) accumulated depreciation (Column H).

Column O applies the O&M factor to the accumulated depreciation on the new transmission line. This represents a portion of the credit

that existing customers will benefit from as it will offload this portion of O&M expense.

Column P is the calculation of the factor to calculate the percentage of other operating costs that can be offloaded to the new transmission
line. It is the other operating costs (Column M) divided by the combined gross transmission plant (Column G). As there are no other costs

for the new developer outside of the new transmission project, this amount is zero in the new developer scenarios.

Column Q applies the other operating expense factor (Column P) to the gross transmission plant for the new transmission line (Column

D). For the new developer scenarios, there are no other projects, this allocation factor is not applicable.

Column R is the sum of the O&M calculated in Column O and the Other operating expense calculated in Column Q. This represents the

assumed amounts of ATC's O&M and other operating costs that will be allocated to the new line.
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Column S is the assumed return percentage on investment using an estimated WACC. The Assumed WACC are the same across years

in each of the three scenarios.

Column T is the carrying charge of the net transmission plant based on the balance of net plant for the new transmission line (Column S

times Column F).

Column U is annual depreciation expense on the new transmission line based on the assumed useful life.

Column V is the revenue requirement on the new transmission line. It is sum of the Annual Expense charge (Column R), Annual return

charge (Column T), and depreciation expense (Column U) attributable to the new line.

Column W is the portion of the new transmission line that will be charged to existing ATC customers in accordance with MVP framework in

attachment FF under MISO Rules.

Column X is the amount of the new transmission line charged to existing ATC customers under the MVP cost allocation framework in

accordance with attachment FF.

Column Y is the reductions of O&M expense for existing network customers recovered through Attachment O. This amount, based on the
allocated O&M for the project (Column R) of O&M and Other Expense charges is instead recovered from all customers in the MISO
Midwest region. In the case of Scenario One with ATC as the developer, this has the effect of reducing existing customer revenue

requirements.

Column Z shows the net cost or benefit to existing ATC customers as compared to the scenario with no transmission line being built. It is

the amount charged for the new line (Column X) less the credit current customers will receive on Attachment O (Column Y).
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