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Order No. 1920:

Questions & Facts

On May 13, 2024, the Federal Energy Regulatory Commission voted to finalize Order No. 1920
— its regional planning and cost allocation rule. The rule, which aims to increase grid reliability
and increase cost-effectiveness for customers, requires:
e Transmission planners to undertake a long-term, forward-looking assessment of the
changing circumstances.
e Consideration of a robust, comprehensive, and specific set of transmission benefits, to
ensure that all customers who receive economic and reliability benefits pay for them.
e Adoption of a corresponding backstop method for cost allocation that is “roughly
commensurate” with benefits.
e That customers’ interests and costs are kept in mind throughout the development of a
transmission project.

Does FERC even have the legal authority to act?
The Federal Power Act gives the commission authority over “the transmission of electric energy
in interstate commerce.” The transmission planning rule does not seek to encroach on matters
regulated by the states. As made clear by FERC, Order No. 1920 is fuel-neutral and sets just
and reasonable rates for the benefit of ratepayers, as outlined in the commission’s operating
mandate directed by Congress.

Federally-Approved Transmission Planning Regions
How will costs be allocated?
Simply put, if you don't benefit, you don'’t
pay. FERC set out seven robust and specific :
benefits for evaluation when selecting ﬂ
transmission lines. These benefits will be T
calculated to make sure that a transmission
line's economic and reliability benefits exceed its
costs before it is selected to move forward. This will ensure just and reasonable customer
rates for those who benefit from a proposed transmission project.

Order No. 1000
egions

Why don’t utilities just build more transmission infrastructure?

Building new transmission lines is a lengthy process, and obtaining payment requires complex
regulatory proceedings. Like other major infrastructure, permitting for transmission lines can
face delays that are measured in years as developers seek approvals from a myriad of federal,
state, and local governments and agencies, in addition to years of lawsuits.
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Will Order No. 1920 only help renewable resources? \V
As technology evolves and energy markets develop, the generation resource mix continues to
change. Order No. 1920 requires accurate forecasts of the generation mix but does not include
any preferences for renewable energy - in fact, it's fuel-neutral. All forms of generation still
need transmission infrastructure to move energy to load.

Will this rule force some states to pay for the public policy choices of other states,
such as clean energy initiatives?

The most cost-effective transmission planning evaluates multiple factors at once, but selection
is measured by economic and reliability benefits. Where a transmission line provides for a
variety of benefits, nothing about the rule causes customers in one state to pay for a
transmission line that does not provide economic and reliability benefits to them. FERC will be
required to approve any cost allocation proposal, subject to court review, on the basis that
costs are assigned roughly commensurate with identified benefits.

What was the role of states prior to Order No. 1920?

Prior to the final rule, states did not have a ( \
formal role and only engaged in transmission 5-year Nationwide Growth
planning on a voluntary basis. While some dabiia
states did engage in aspects of transmission £
planning, Order No. 1920 formalizes and g 30
requires engagement with states in a way :
that has not been done in the past. g i o e
Does this rule abridge the existing £ = e
authority of states? Did FERC promise S T —
and not deliver a state veto on cost
. Source: Grid Strategies

allocation?
The rule gives state utility regulators an Demand is expected to nearly double over the next
unprecedented role in transmission planning | five years, thanks to recent investments in U.S.
and cost allocation. It puts states in the manufacturing, as well as increased electrification
driver's seat for deciding key issues, and and data center operation.
encourages the active participation of state , ,
entities in a region regarding the cost Aeiaveo unique opp i un/ocl.(.record

, . levels of economic development, but failing to plan
allocation methods. After evaluating the for changes to the grid, including changes in load
record submitted in response to its Notice of and the generation mix that are foreseeable many
Proposed Rulemaking, FERC greatly years in advance, poses economic and reliability
expanded the role of states beyond that \risks to ratepayers. )
previously established in Order No. 1000.
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