
 
 

Southwest Power Pool 

FINANCE COMMITTEE MEETING 

April 5, 2011 

DFW Hyatt Regency – Dallas, TX 

 
• Summary of Action Items • 

 
1. Approved minutes of December 6, 2010 meeting 

2. Accepted 2010 financial audit report and management letter 

3. Approved 2011 funding of SPP Post-retirement Healthcare Plan of $445,000 

 

 
• Schedule of Follow-up Items • 

 

 
1. SPP President to review metering in SPP region and suggest opportunities for improvement 

2. Incorporate increased effectiveness/cost savings as a line item in SPP’s budgets and financial 
reports. 

3. Impact of depreciation schedules on property taxes and balance sheet. 

4. SPP Staff to provide written response to deficiencies noted in BKD management letter. 

5. SPP Staff to present written report detailing existing financial covenants in loan agreements and 
efforts to eliminate financial covenants in existing loan agreements. 

6. Assess the viability of SPP’s current accounting platform to function appropriately upon 
implementation of the SPP Integrated Marketplace.  Ensure Integrated Marketplace is able to 
integrate with other current accounting platforms. 
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Southwest Power Pool 

FINANCE COMMITTEE MEETING 

April 5, 2011 

DFW Hyatt Regency – Dallas, TX 

 
•  M I N U T E S  •  

 

Agenda Item 1 – Administrative Items 

SPP Chair Harry Skilton called the meeting to order at 8:30 a.m.  The following members were in 
attendance or represented by proxy: 

Harry Skilton      SPP Director 
Larry Altenbaumer     SPP Director 
Kelly Harrison      Westar  
Sandra Bennett      Southwestern Power Company 
Tom Dunn      SPP  
 

Others attending included: 
Bary Warren  phone    Empire District Electric 
Carol Shoemake phone    Oklahoma Gas & Electric 
Terri Wendlandt  phone    Westar 
Dianne Branch  phone    SPP 
Scott Smith  phone    SPP 
Tom Fritsche  phone    SPP 
Nick Brown  in person   SPP 
Scott Noble  phone    SPP 
Keith Conine  in person   BKD, LLC 
Steve Osborn  in person   Osborn, Carreiro & Assoc. 
 

The minutes from the December 6, 2010 were reviewed.  Kelly Harrison motioned to approve the 
minutes.  The motion was seconded by Sandra Bennett and approved via unanimous voice vote. 
 
Harry Skilton provided an overview of a meeting held earlier this year with Tom Dunn to discuss issues 
the Committee will likely be asked to address during the coming two years and how to better facilitate the 
meetings going forward.  Issues likely to be addressed by the Committee include, but are not limited to; 
 
 Budget  2 Committee reviews, documented process efficiencies, effective project reviews 
 Credit  Requirements for Integrated Marketplace, identification of anomalies 
 Capital  100% debt structure appropriateness, other funding sources 
 Rates  Manage rates downward, unbundle administrative rate 
 ERM  Use within SPP decision process, appropriate governance structure 
 
Going forward all agenda items will have a suggested time frame for discussion to help ensure the 
dialogue remains on task.  Recommendations from staff will include documentation of alternative 
solutions and identification of reasons the alternatives were not recommended. 

Agenda Item 2 – 2010 Financial Audit Report 

Keith Conine of BKD, LLC reviewed with the Committee their findings upon completing an audit of SPP’s 
2010 financial statements.  Mr. Conine first reminded the Committee of the auditor’s responsibility as 
outlined in the engagement letter.  Next, he informed the Committee that the audit of SPP did not: 
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• identify any matters requiring alternative accounting treatments, 
• identify any audit adjustments 
• identify any material weaknesses 
• identify any significant deficiencies 

 
Mr. Conine identified “other matters” discussed with management regarding general ledger sequencing, 
approved vendor lists, and reimbursement of employee expenses through A/P vs. payroll.  The 
Committee encouraged SPP management to address these issues in as practical a manner as soon as 
possible and provide a written report to the Committee at its next meeting.   
 
The Committee convened a brief executive session with Keith Conine of BKD, LLC. 
 
Upon returning from executive session, Larry Altenbaumer motioned to accept the audit report in its 
entirety.  The motion was seconded by Kelly Harrison and approved by unanimous voice vote. 

Agenda Item 3 – Benefit Plan Funding 

Steve Osborn of Osborn, Carriero & Associates reviewed with the Committee his actuary report on SPP’s 
defined benefit pension plan and post-retirement healthcare plan.  Regarding the defined benefit pension 
plan, Mr. Osborn indicated SPP’s minimum funding level for 2011 is $2,230,000, maximum funding level 
is $9,214,000 and recommended funding level is $3,132,000 which equates to the benefits expected to 
be earned by employees during 2011.  Mr. Osborn also highlighted the plan’s termination cost as January 
1, 2011 was $19,000,000 which, for the first time, was exceeded by plan assets totaling $23,500,000. 
 
Regarding the post-retirement healthcare plan, Mr. Osborn indicated the cost of the plan for 2011 would 
be $445,000.   
 
The Committee debated the benefits of funding the maximum allowable contribution of $9,214,000 into 
the plan during 2011 using SPP’s excess cash balances.  The concept focused on the assumption SPP 
would not utilize all of its excess cash during 2011 and thus the cash would be earning relatively low daily 
money market returns and a more effective utilization of that cash would be to fund the pension at as high 
a level as allowed and take advantage of the higher returns generally earned within the pension thereby 
reducing potential future pension contributions.  The Committee requested SPP staff prepare cash flow 
forecasts which model the potential impacts to SPP’s financial statements and rates.   
 
Sandra Bennett motioned to approve funding for 2011 for the post-retirement healthcare plan at 
$445,000.  The motion was seconded by Kelly Harrison and approved by unanimous voice vote.  

Agenda Item 4 – RTO Rate Structure 

SPP staff presented a written report describing SPP’s existing rate structure, changes in SPP’s services 
and relationships with its members, and issues to be addressed if the rate structure is changed in the 
future.  The Committee discussed numerous aspects of SPP’s general philosophy on rates and how the 
current philosophy may correlate with SPP’s expected future environment.  The Committee also reviewed 
and discussed the rate structure of other RTOs in the United States.  The Committee was advised this 
subject will also be discussed at the upcoming planning retreat of SPP’s Strategic Planning Committee.   
 

Agenda Item 5 – Improving Business Process Improvement and Efficiency 

Discussion deferred. 
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Agenda Item 6 – Credit Practices Working Group Report 

Terri Wendlandt, Chair of the Credit Practices Working Group, advised the Committee of changes 
required to be made to the SPP Credit Policy and SPP Tariff to comply with FERC’s Order 741 – Credit 
Reforms.  Additionally, there were other changes recommended to be made which were not required to 
comply with the FERC Order; these changes ensured all cure periods in the Credit Policy were 2 days 
which matches the cure periods required for collateral calls in FERC’s Order 741.  These changes were 
not approved within the SPP Regional Tariff Working Group and would not be submitted for approval at 
the next meeting of the SPP Markets and Operations Policy Committee meeting.  Harry Skilton indicated 
he would be attending the SPP Markets and Operations Policy meeting the following week and would 
indicate the desire of the SPP Finance Committee to have these cure period changes included.   
 
Harry Skilton indicated he would like for the Credit Practices Working Group and the Finance Committee 
to conduct a joint face-to-face meeting specifically discussing the origination and magnitude of exposures 
expected upon implementation of SPP’s Integrated Marketplace.  
 

 Agenda Item 7 – Future Meetings 

The next scheduled meeting of the SPP Finance Committee will be held on June 15, 2011 from 8:30 am 
to 3:00 pm in Dallas, TX.  Topics for this meeting will include forecast of SPP’s 2012 administrative fee, 
review of SPP’s insurance programs and mid-year review of SSAE-16 audit. 
 
Additionally, the SPP Finance Committee meeting scheduled for December 5, 2011 has been 
rescheduled to December 12, 2011 and will now be held in Little Rock, AR 
 

Agenda Item 8 – Written Reports 

The Committee reviewed written reports covering: 1) SPP’s new facility; 2) February 2011 financial 
reports; and 3) 2012 budget process 
 
There being no further business, Harry Skilton adjourned the meeting at 2:15 pm.  
 
Respectfully Submitted, 
 
 
Thomas P. Dunn 
Secretary 
 



 

Southwest Power Pool, Inc. 
FINANCE COMMITTEE MEETING 

April 5, 2011 
DFW Hyatt Regency – Dallas, TX 

 
•  A G E N D A  •  

 
8:30 a.m. – 3:30 p.m. 

 
1. Administrative Items (30 minutes) ....................................................................................... Harry Skilton 

2. 2010 Financial Audit Report (90 minutes) ........................................................ Keith Conine – BKD LLC 

3. Benefit Plan Funding (60 minutes) ................... Steve Osborn – Osborn, Carreiro & Assoc. / Tom Dunn 

4. RTO Rate Structure (120 minutes) ................................................................................... Tom Dunn / All 

5. Improving Business Process Improvement and Efficiency (60 minutes) .............................. Scott Noble 

6. Credit Practices Working Group Report (60 minutes) ............. Terri Wendlandt – Westar / Tom Fritsche 

7. Future Meetings .................................................................................................................................... All 

8. Written Reports 

a. New Facility Construction 
b. February 2011 Financial Report 
c. 2012 Budget Process 

 

 

Relationship-Based  •  Member-Driven  •  Independence Through Diversity 

Evolutionary vs. Revolutionary  •  Reliability & Economics Inseparable 
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Southwest Power Pool 

FINANCE COMMITTEE MEETING 

December 6, 2010 
 

Little Rock, Arkansas 
 

• Summary of Action Items • 
 
 

1. Approved minutes from October 14, 2010 meeting 
 

2. Approved engagement of BKD to audit SPP’s 2010 financial results 
 

• Schedule of Follow up Items • 
 

1. SPP President to review metering in SPP region and suggest opportunities for improvement 
 

2. Incorporate increased effectiveness/cost savings as a line item in SPP’s budgets and financial 
reports. 

 
3. Impact of depreciation schedules on property taxes and balance sheet. 
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FINANCE COMMITTEE MEETING 

December 6, 2010 

Little Rock, Arkansas 

 
•  M I N U T E S  •  

 
Call to Order 
 
Larry Altenbaumer called the meeting to order at 2:00 pm. The following members were in attendance:   
 Mr. Harry Skilton    Director 
 Mr. Larry Altenbaumer    Director 

Mr. Kelly Harrison    Westar Energy  
Ms. Sandra Bennett    American Electric Power  
Ms. Trudy Harper    Tenaska 
Mr. Tom Dunn     Southwest Power Pool 
 

Southwest Power Pool staff participating:  Nick Brown, Michael Desselle, Lauren Krigbaum, Tom Fritsche, 
Philip Bruich, and Scott Noble 
 
Others in attendance:  Carol Shoemake – OG&E, David Hudson - SPS, Terri Wendlandt – Westar, Jayne 
Clarke – Sunflower, Bill Olson – Xcel Energy, Sean Berry – PWC, Tim Cherry – PWC, Keith Conine - 
BKD  
 
Minutes 
 
The minutes from the October 14, 2010 meeting were reviewed and approved by consent. 
 
SAS 70 Audit Report 
 
Representatives from PWC presented their audit of SPP’s controls with an unqualified opinion on the 
design of controls and the operating effectiveness of the controls.  During the audit PWC encountered two 
situations noted as exceptions in the report which were either mitigated with other controls or extremely 
isolated and, therefore, did not result in a qualification.  This report marks the first time SPP has received 
an unqualified opinion.   PWC indicated three areas where SPP should focus attention in the future: 

• New requirements under Statement on Standards for Attestation Engagements 16 (SSAE16) 
• Enhancements and additions to SPP’s services 
• Relocation of SPP’s operations to a single campus 

 
The Committee next discussed the engagement of PWC to perform controls audits for the next three 
years, as approved earlier in 2010.  PWC has agreed to maintain pricing for the engagement at levels 
consistent with the current level through 2013 with the assumption that there isn’t a material change in 
scope of the engagement and PWC is able to depend on work from SPP’s Internal Audit department.   
 
2010 Financial Audit 
 
A representative of BKD, LLC provided a pre-audit report to the Committee highlighting potential risk 
areas they will focus on during the audit of SPP’s 2010 financial results: 

• Revenue recognition 
• Debt issuances and covenant compliance 
• Procurement processes 
• Management override of control
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BKD indicated it intended to review the audits on fixed assets and bidding/purchasing performed by 
SPP’s Internal Audit group to determine if BKD may be able to rely on this work to reduce some of the 
substantive testing in those areas. 
 
The Committee convened a brief executive session to meet with the auditor without management’s 
presence.  
 
Upon exiting the executive session, Larry Altenbaumer motioned to engage BKD to perform an audit of 
SPP’s 2010 financial results.  The motion was seconded by Sandra Bennett and approved by 
unanimously.   
 
Cost Effectiveness Action Plan 
 
SPP staff presented a report detailing SPP’s efforts towards improvement of effectiveness and efficiency.  
The report highlighted the following areas: 
 

• Business process improvement objectives 
o Empower, equip and incent creation of member value 
o Current services @ lower cost; new services @ current costs; and eliminate services 

with low value 
o Measure baseline productivity, target improvement opportunities, and track results 

• Implementation Strategy 
o Identify and communicate clear vision 
o Evolve to target environment over period of years 
o Develop processes to quantify, size and prioritize improvement initiatives 
o Track realization of benefits 
o Incorporate expected benefits into budget process 

• Issues and recommendations 
o Integrate planning processes 
o Prioritize development resources 
o Track benefits 
o Measure performance 
o Enhance accountability 
o Train staff on business process improvements methodology 

• Implementation Timeline – work started in 4Q’10 and results fully realized in 2013/2014 
 
During discussion Committee members identified that SPP’s strategic planning process did not 
incorporate resources required to achieve the strategic plan objectives.  SPP should create a loop in the 
strategic planning process whereby the Strategic Planning Committee receives information detailing 
expected resource requirements to meet strategic objectives prior to final approval of the strategic plan.  
SPP was also asked to address performance measurement issues earlier in the action plan. 
 
Credit Practices Working Group Report  
 
The chair and vice chair of the Credit Practices Working Group presented a report on the activities of the 
working group.  Recent focus has been towards evaluation of the FERC Order 741 and satisfying 
compliance with Order 741 by the June 30, 2011 deadline.  Key aspects requiring changes by SPP to 
become compliant include: 

• Establishment of minimum criteria for market participation.  SPP is working jointly with other 
ISO/RTO peers to draft uniform standards across all markets 

• Clarify when a Material Adverse Change can be invoked.   
• Establish method to address market obligation offsets, particularly in bankruptcy situations.  SPP 

is leaning towards a process establishing credit requirements by using gross market obligations 
and investigating the consequences of doing so. 
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The next meeting of the Credit Practices Working Group is scheduled for December 16, 2010. 
 
Settlement User Group Report 
 
SPP staff and the chair of the Settlement User Group presented a report describing changes to 
Settlement duties caused by implementation of SPP’s Integrated Marketplace.  The Settlement User 
Group is working to implement several enhancements versus other regional markets which are intended 
to create greater value between the customers and SPP.  Paramount among these initiatives are: 

• 5 minute settlement granularity – reduces price volatility and make whole payment requirements 
• Data store – one location for all settlement data which is accessible by market participants 
• Training – formal training implemented in early 2010 covered protocol development, “mini-market” 

simulation for settlement calculation 
 
Construction Cost Estimates – New Facility 
 
SPP staff reported that the sub-contractor bid process for construction of SPP’s new facilities was nearing 
completion and SPP expected the guaranteed maximum price contract for construction to be at or below 
$52,611,097 (versus a budget of $53,127,200) and the total project cost to be within the approved budget 
of $62,195,890.   
 
Kelly Harrison motioned to approve execution of a guaranteed maximum price contract for construction at 
or below $53,127,200.  The motion was seconded by Larry Altenbaumer and approved unanimously. 
 
2011 Insurance Renewal 
 
SPP staff reported on changes to SPP’s corporate liability insurance programs which responded to 
requests of the Finance Committee made earlier in 2010.  SPP proposes increasing the coverage limits 
on its general liability program to $2 million; increasing the self insured retention level on its excess 
liability program to $2 million; replacing $20 million in Side A DIC limits on its D&O program with $30 
million in Side AB limits; and increasing its fiduciary liability limits to $5 million (from $3 million).  The 
Committee members did not voice any concerns with these changes.  
 
Future Meetings 
 
The next scheduled meeting of the SPP Finance Committee will be held on April 5, 2011 from 8:30 am to 
3:00 pm in Dallas, TX.  The primary topics for this meeting will be review of SPP’s 2010 financial audit 
and 2011 funding levels for SPP benefit plans. 
 
Additionally, the SPP Finance Committee meeting scheduled for July 8, 2011 has been rescheduled to 
June 15, 2011 and will also be held in Dallas, TX 
 
Adjourn 
 
There being no further business, Harry Skilton adjourned the meeting at 6:00 pm.  
 
Respectfully Submitted, 
 
 
Thomas P. Dunn 
Secretary 
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Southwest Power Pool, Inc. 
FINANCE COMMITTEE 

Report to the Board of Directors 
April 26, 2011 

 

2010 Financial Audit Acceptance 

Organizational Roster 
The following persons are members of the Finance Committee: 

Harry Skilton 
Larry Altenbaumer 
Gary Voigt 
Trudy Harper 
Sandra Bennett 
Kelly Harrison 

Director 
Director 
Arkansas Electric Cooperatives Corp. 
Tenaska 
Southwestern Electric Power Company 
Westar Energy 
 

Background 
SPP annually engages a Certified Public Accounting firm to audit its financial statements and accounting 
controls.  The SPP Finance Committee at its December 6, 2010 meeting approved the engagement of 
BKD, LLC to perform an audit of SPP’s 2010 financial results. 

Analysis 
BKD, LLC has completed and published its audit of SPP’s 2010 financial results.  The Finance 
Committee, at its April 5, 2011 meeting met with representatives of BKD, LLC and discussed their 
findings, specifically focusing on:  1) adequacy of SPP’s accounting policies and procedures, 2) adequacy 
of internal control procedures and the extent tested, and 3) any areas of weakness or concern that SPP 
should address going forward.  

Recommendation 
The Finance Committee recommends the SPP Board of Directors accept in its entirety the 2010 audit 
report and findings of BKD, LLC. 

Approved: Finance Committee  

  

 

Action Requested: Approve Recommendation 
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Southwest Power Pool, Inc. 
FINANCE COMMITTEE 

Recommendation to the Board of Directors 
April 26, 2011 

 

2011 Defined Benefit Pension Plan and Retiree Healthcare Plan Funding 

Organizational Roster 
The following persons are members of the Finance Committee: 

Harry Skilton 
Larry Altenbaumer 
Gary Voigt 
Trudy Harper 
Sandra Bennett 
Kelly Harrison 

Director 
Director 
Arkansas Electric Cooperatives Corp. 
Tenaska 
American Electric Power 
Westar Energy 
 

Background 
The SPP Finance Committee is charged with reviewing reports from the plan’s actuary, establishing funding policies, 
and recommending annual funding levels for the plans to the SPP Board of Directors.   SPP engaged Osborn, 
Carreiro & Associates (“the Actuary”) to prepare actuarial valuation reports of the SPP Defined Benefit Retirement 
Plan and SPP Post-retirement Benefits Plan as of January 1, 2011. 

Analysis 
SPP Defined Benefit Retirement Plan 

The report identifies 2011 accounting expense for this plan as well as minimum and maximum contributions for the 
plan.  The Actuary determined 2011’s minimum contribution level to be $2,2301 and maximum suggested level to be 
$3,132.  SPP’s 2011 budget anticipated contributions to the defined benefit pension plan of $3,300.  

The schedule below illustrates the historical funding of the SPP Defined Benefit Retirement Plan: 

  2007 2008 2009 2010 2011  

 Maximum Contribution (tax deductible) $5,257 $3,394 $13,100 $7,267 $9,214  
 Minimum Contribution 1,014 0 0 0 2,230 
 Actuary Suggested Contribution 2,093 2,377 3,121 3,173 3,132 
 Actual Contribution 2,500 2,500 3,000 3,122 
  

 Projected Benefit Obligation (PBO) $16,424 $17,112 $20,064 $23,862   
 Accumulated Benefit Obligation (ABO) 12,098 12,786 15,211 18,104  
 Fair Value of Plan Assets 13,045 11,023 17,822 23,536  
 Discount Rate2 7.00% 6.50% 6.50% 6.75% 6.50%  

 Funded Status vs. PBO -$3,379 -$6,098 -$2,242 -$326 
 Funded Status vs. ABO 947 -1,763 2,611 5,758 
 
  
 

                                                      

1 All dollar amounts expressed in thousands 
2 Based on the Corporate Bond Yield Curve prescribed by the U.S. Treasury Department and reflect the twenty four month average of investment 
grade corporate bonds with maturities of greater than 15 years all as defined in Section 102, Title I of the Pension Protection Act of 2006. 

7 of 119



 

SPP Defined Benefit Retirement Plan Fund Status as of December 31, 2010  

The fund had total assets of $23,536 versus an Accumulated Benefit Obligation of $18,104, Projected Benefit 
Obligation of $23,862 and termination value of approximately $19,000.  The Actuary estimates participants active on 
January 1, 2011 will accrue $2,400 in benefits during fiscal year 2011; including participants added during 2011, 
benefits accrued during 2011 are expected to total $3,131.  Finally, the value of the early retirement feature of the 
Defined Benefit Retirement Plan is estimated to be $3,000. 

 

SPP Post-retirement Benefits Plan  

In 1995, the Board of Directors approved retiree medical coverage for all SPP employees who retire at their Normal 
Retirement Date as defined in the SPP Defined Benefit Retirement Plan.  The Board also awarded benefits under this 
plan to those employees of record on January 1, 1996 who retire between the ages of 55 - 65.  The SPP Board acted 
in 2006 to limit benefits from this plan to only those employees hired prior to June 1, 2006.  As of January 1, 2011 
SPP had 149 active employees covered by this plan and 4 retirees.   

The Actuary estimated 2011 net periodic post retirement benefit cost to be $445.  This computation is based on a 
6.5% discount rate, and a 7% investment return on plan assets, and retirement at age 65.  The health care cost trend 
was assumed to increase 10% next year, 9% the year after and so on down to 5% and remain there thereafter.  
SPP’s 2011 budget allocates $511 in funding for post retirement benefits.  SPP has used the net periodic post-
retirement benefit cost as a proxy for determining the amount of contribution to the plan annually. 

  2007 2008 2009 2010  

 Actual Contribution $629 $586 $633 $511  
 Pension Cost 629 586 633 511  
  

 Accumulated Benefit Obligation (ABO) $4,046 $4,359 $4,640 $5,298  
 Fair Value of Plan Assets $4,363 $3,625 $5,228 $6,440 
 

 Funded Status vs. ABO $317 -$734 $588 $1,142 
 
 Plan Participants – Active 178 164 158 149  
 Plan Participants – Retired 2 2 2 4  

 

Recommendation 
Approve 2011 funding of the SPP Retirement Plan at $3,132.   

Approve 2011 funding of the SPP Post-retirement Benefits Plan at $445.  

Approved: Finance Committee  

  

 

Action Requested: Approve Recommendation 
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Memorandum 
To: Finance Committee 

From: SPP Staff 

Date: April 5, 2011 

Re: SPP Rate Structure 

SPP’s administrative costs are recoverable through assessments of Members and charges under 
Schedule 1A of the SPP Open Access Transmission Tariff (Tariff), which charges customers for 
transmission service received from facilities that are under the Tariff. Schedule 1A is billed to all 
transmission customers based on the type of service purchased: 
 

1. Network transmission service is charged based on the 12-month average of the 
customer’s coincident zonal demands, multiplied by the number of all hours of the 
applicable month. 
 

2. Point-to-Point transmission service is charged for all reserved transmission capacity. 
 
SPP implemented its Energy Imbalance Services Market (EIS Market) in early 2007, which allowed 
participants to acquire or sell at a market-based rate the energy used to balance schedules. 
Participants can transact in the EIS Market without paying a separate fee associated with the 
market service.  
 
SPP expects to implement its Integrated Marketplace (“Marketplace”) on March 1, 2014. The 
Marketplace will allow participants to hedge energy price risk a day in advance of delivery, 
acquire energy in real-time at market rates, protect against costs associated with transmission 
congestion, and acquire operating reserves to support their service requirements.  
 
SPP functions as a consensus-oriented, member-driven organization.  SPP’s rate structure has 
been designed to support that focus.  SPP has avoided implementation of activity-based rate 
structures and unbundled rate structures as they can undermine the consensus and regional 
focus which has been a hallmark of SPP through the years.  An excellent example of this was 
when SPP subjected itself to SAS70 audits.  Though the audits were designed to meet the 
regulatory needs of SPP’s SEC jurisdictional members, the benefits of undergoing the audits 
benefited the entire SPP membership.  As a result, the costs of the audits have been funded by 
SPP’s Administrative Fee collected from the customers and members of the entire region instead 
of just from the SEC jurisdictional members.   
 
While the rate structure currently in place has benefitted SPP, many factors are changing which 
call for a review of SPP’s rate structure.  Most significantly, with the implementation of the 
Marketplace in 2014, the scope of services provided by SPP will increase.  These services are 
expected to result in new entities becoming active in SPP and their activities are not necessarily 
focused on SPP’s core priority of keeping the lights on (Reliability).  Additionally, SPP may see 
changes to its membership whereby load-serving utilities desire to be members but do not desire 
to have their transmission assets managed under the SPP Tariff.  Although participation in SPP by 
these entities may serve SPP’s ultimate reliability mission, it must be determined  whether SPP’s 
existing rate structure appropriately allocates the costs of SPP’s services or if another rate 
structure better meets the needs of the SPP region. 
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SPP’s Finance Committee and Board of Directors reaffirmed the load-based fee structure in 2007 
because the EIS Market service was beneficial to all load in the region.  With the expected 
advent of the Marketplace and the issues discussed above, it is appropriate for the Finance 
Committee and the Board of Directors to again review the rate structure.  SPP staff provides the 
following background information to assist the Members, Finance Committee and Board of 
Directors in deliberations on this topic: 
 
Funding Today 
 
SPP has several funding mechanisms today. Capital expenditures are funded via term 
borrowings from banks and institutional investors. SPP’s operating expenditure funding is more 
complex because there are a number of funding sources: 
 

1. North American Electric Reliability Corporation (NERC) – SPP has a Delegation 
Agreement with NERC under which SPP receives funding from NERC for SPP’s provision of 
Regional Entity services.  The funding received is based on the Regional Entity’s annual 
budget, which is prepared by SPP and approved by NERC. 
 

2. Schedule 12 – Each month SPP charges Tariff customers under Schedule 12 of the Tariff, 
which funds SPP’s obligations to the Federal Energy Regulatory Commission (FERC). 
Schedule 12 rates are based on expected assessments from FERC, plus or minus 
under/over recoveries from prior years.  
 

3. Contract Services – SPP provides services to several entities under fixed price contracts.  
 

4. Miscellaneous Income – Primarily consists of compensation SPP receives for its generation 
interconnection engineering studies.  
 

5. Tariff Fees & Assessments – Each month SPP assesses its load-serving members whose 
load can be served by transmission assets under the SPP Tariff based on their 12-month 
average coincident zonal demands, multiplied by the number of all hours of the 
applicable month, multiplied by the assessment rate established annually by the SPP 
Board of Directors. Since 2004, this rate has been equivalent to the rate charged under 
Schedule 1A of the Tariff. 
 
Load-serving members receive a credit against their monthly assessment for charges 
paid under Schedule 1A. In addition to the monthly assessment, this revenue category 
contains all Schedule 1A charges not credited against member’s monthly assessments.  
 
SPP also collects a $6,000 annual membership fee from each member.   

 
Historic and Future Costs (funded from Tariff Fees & Assessments) 
 

As SPP’s operations have matured and expanded, its costs, which are funded from Tariff Fees & 
Assessments revenue, have gradually increased. Design, development and implementation of 
the EIS Market was the significant contributor to expenditure growth into 2008. Since then, 
expenditure growth has been driven by expanded transmission planning services, compliance 
focus, and the design and development of the Marketplace. 
 

2 
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Alternative Rate Structures 
 

SPP’s current rate structure allocates its net cost to customers and members based on 
transmission usage by load.  The rationale behind this structure is that load is ultimately charged 
for all recoverable costs. Despite the theory that load is ultimately charged, other regional 
organizations have developed rate structures which recover the regional organization’s costs 
from each market participant based on determinants other than load. The following data, 
prepared by Accenture, summarizes rate structures of three other ISOs/RTOs in the United States. 

 
ISO-New England 
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Midwest ISO 

 
 
 
 

PJM Interconnection 
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Lessons From Other Regions 

 
Discussions with ISO-NE and PJM regarding their rate structures yielded a few central themes and 
guiding thoughts: 
 

• Load serving entities generally pay 70%+ of ISO-NE and PJM’s administrative costs. SPP 
estimated its load-serving entities would pay 93% of SPP’s administrative costs in an 
unbundled rate environment, which appears consistent with the predominantly 
integrated structure of utilities within the SPP region. 
 

• In ISO-NE and PJM, rates are charged at a stated rate then ”trued-up” after the fact 
(either quarterly or annually). This structure ensures known rates for market participants, 
generally provides appropriate cash flow for RTO operations, and limits the volume of 
regulatory interactions once the structure is approved. 
 

• The administrative burden of performing actual billing under an unbundled rate structure 
is relatively insignificant; however, it takes meaningful effort from staff and stakeholders to 
create an unbundled rate structure. Depending on the style of the structure, additional 
recurring regulatory work could be expected. 
 

• Rate designs should be as simple as possible and utilize billing determinants the regional 
organization already uses and tracks. 
 

• One regional organization indicated that a significant aspect of its rate design was 
enforcing a modest charge to enter bids. This charge helps control the volume of bids 
the regional organization needs to process, and ensures participants have some 
financial stake in their bids and offers. 
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Simple Comparison – SPP’s 2010 Actual vs. Alternative Rate Structure 
  

The following simple example compares SPP’s 2010 Tariff Fee and Assessment collections by 
entity, using an Alternative rate structure which recovers “market” costs1. SPP charged a Tariff 
Fee and Assessment rate of 19.5¢/MWh during 2010 resulting in collections of approximately $65 
million.  In compliance with FERC Order 668, SPP reports its Tariff Fee and Assessment rate 
allocated across three services, as follows: 
        2010 Rate         2010 Collections 

561.4 Scheduling (49%)   9.59 cents per MWh      $32 million 
561.8 Reliability Services (9%)  1.68 cents per MWh      $  5 million 
575.7 Market Services (42%)   8.23 cents per MWh      $28 million 

 
The Alternative rate structure for our example would recover costs for Scheduling and Reliability 
from all load just as it is done today in SPP.  Costs for Market services would be recovered from all 
participants in SPP’s EIS market based on the volume of energy transacted in the market.  
Therefore, SPP would collect $32 million from the load for Scheduling services and $5 million from 
load for Reliability services in the same ratios as done today (no cost shift for these services).  
Market service costs of $28 million would be recovered from the entities responsible for the 12.3 
million MWh of energy transacted during 2010 in the EIS market on a pro rata basis ($2.28/MWh 
of energy transacted).  The following table highlights entities whose total fee paid to SPP would 
change by at least $0.5 million under this Alternative rate structure for 2010. 
 

Entities With Increased Costs   Entities With Decreased Costs 

Name  
$ 
Change  Name  $ Change 

NPPD   $        549   WESTAR   $   (1,982) 
WFEC   $        618   OGE   $   (1,099) 
SUNFLOWER   $        786   UTILICORP   $   (1,019) 
KCPL & GMOC   $        799   SPS   $      (689) 
NOBLE GREAT PLAINS WIND   $        844       
GSEC   $     1,046       
OPPD    $     2,503          

 
The Alternative rate structure example illustrates the impact of shifting costs to participants in the 
EIS market rather than allocating across all loads in the SPP region. For illustration, OPPD 
represented approximately 5% of transmission service sold by SPP during 2010 and thus paid 
approximately 5% of SPP’s administrative costs during the year.   However, OPPD represented 
14% of all transactions settled by SPP’s EIS market in 2010 which, under the Alternative rate 
structure, would have resulted in OPPD paying $2.5 million more of SPP’s administrative costs 
since OPPD’s participation in the SPP EIS market exceeded its load ratio share of the SPP 
footprint. Conversely, Westar represented nearly 11% of SPP’s transmission service sales but only 
3.5% of its EIS market sales; therefore, under the Alternative rate structure, Westar would be 
responsible for a smaller portion of SPP’s administrative costs.   
 
Extending this example to 2015 (the first full year of Marketplace operations) illustrates even 
greater shifting of costs among customers and members.  In 2010, 42% of SPP’s net revenue 
requirement was allocated to “market” costs. A very rough estimate indicates “market” costs 

                                                 
1 In compliance with FERC Order 668, SPP reported its administrative fee costs allocated across three functional services. Based on this 
allocation, SPP collected $27.6 million for “market” services during 2010. In the example above, SPP uses this amount as a proxy for recoverable 
“market” costs that would be collected in the alternative rate structure. 
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may comprise 56%2 of SPP’s 2015 net revenue requirement.   
 
If 2015 Integrated Marketplace participation follows 2010 EIS Market activity, there would be a 
significant shift in costs towards active market participants. This assumption illustrates the shift in 
costs from a fully load ratio share to “market” costs being fully recovered from market 
participants based on their potential use of services.  The example is not intended to be an 
exact representation of how SPP believes the Marketplace activity will be, merely representation 
of a possible outcome. 
 
         

Top 10 Admin Fee Current Method  Top 10 Admin Fee Alternative Method 
  2015 Spend   2015 Spend 

AEP  $                  20,027  AEP  $                  20,377  
OGE  $                  16,461   OGE  $                  13,534  
SPS  $                  14,328   OPPD  $                  13,360  
WESTAR  $                  14,046   KCPL & GMOC  $                  12,520  
KCPL & GMOC  $                  10,392   SPS  $                  12,492  
OPPD  $                    6,694   WESTAR  $                    8,766  
NPPD  $                    6,634   NPPD  $                    8,097  
UTILICORP  $                    4,844   WFEC  $                    5,799  
WFEC  $                    4,151   GSEC  $                    3,799  
EMPIRE  $                    3,106    SUNFLOWER  $                    3,251  

 
Clearly this is a very simplistic example based on historical data and doesn’t account for the 
breadth of transactions which may occur in the Marketplace. Additionally, this example does 
not account for potential changes in customers’ behavior if an alternative rate structure had 
been in place during 2010.   
 
Other Considerations 
 
SPP Bylaws 
SPP’s Bylaws prescribe its assessment policy and process; specifically, that SPP will assess certain 
members all costs not otherwise collected. Changes to the Bylaws, if necessary, would need 
further approval from SPP’s lenders. 
 
Annual Membership Fee  
SPP currently charges each member an annual $6,000 membership fee. Certain members 
whose load is served by transmission assets not under the SPP Tariff can use some SPP services for 
only the cost of the annual membership fee. These services, such as regional reliability 
coordination, have values we believe are well in excess of the annual membership fee.   
 
Benefits 
As a corporation, SPP would realize little direct benefit from changing its rate structure. Under the 
current methodology or any potential alternative methodologies, SPP’s rates would be designed 
to fully cover the cost of its operations.  Customers and Members, depending on how they use 
SPP’s services, would see shifts in their portion of SPP’s administration fees under different rate 
structures. If SPP advocates a change in its rate structure, consideration must be given to 
whether or not an unbundled rate structure would more appropriately allocate SPP’s 
administrative costs 
                                                 
2 Assumes 62 staff additions at annual burden of $120,000, principal and interest associated with known financing, 2010 “market” allocation 
growing at 5% per year, and additional $20 million in annual overhead allocation (totals $73.6 million versus net revenue requirement of $131.2 
million). 
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SPP Business Process Improvement (BPI) Strategy -- Background 
 
At the December 6, 2010 Finance Committee meeting, Scott Noble (Manager, Business Process 
Improvement) presented a PowerPoint presentation titled, “Improving SPP Business Process Effectiveness 
and Efficiency” to the Finance Committee.   The purpose of the presentation was to lay out a vision of SPP’s 
overall Business Process Improvement (BPI) Objectives and a multi-year Implementation Strategy for helping 
SPP become a more efficient and a more effective organization.   The BPI Plan contained seven 
recommendations and a preliminary time line for their implementation. 
 

Longer Term Objectives – The long term Business Process Improvement (BPI) strategy is based upon 
SPP embracing a culture of process improvement that is supported by management processes, support 
systems, and the adoption of a process improvement analytical framework.   The strategic organizational 
transformation envisioned is a multi-year program that will combine the following elements:   1) 
Definition of a specific methodology, 2) Design and integration of BPI management processes into SPP 
management processes, 3) Development of an education and training approach for SPP Executive and 
Management Staff and for employees, 4) Pilot implementation programs, and 5) Ongoing coaching, 
reinforcement and tracking support programs. 

 
Near Term Action Items (2011) – The BPI Implementation strategy realizes that there are significant 
opportunities for process improvement that should be addressed on an opportunistic basis while the 
longer term systemic cultural and educational transformation is being developed and implemented. 

 
SPP Business Process Improvement (BPI) Implementation Strategy 
 
The following slide from the December 6 presentation outlined the SPP Business Process Improvement 
Objectives: 

             

SPP BPI Implementation Strategy

Longer Term Objectives

1. Identify a clear vision of the ideal BPI Target Environment –
methodology, support systems, education & sponsorship.

2. Pursue implementation of the BPI Target Environment over time.

3. Implement processes to identify, quantify, size and prioritize 
improvement initiatives systematically.

4. Opportunistically track BPI initiative benefits realization – Start 
Jan. 2011.

5. Develop visibility into the SPP BPI initiative portfolio to 
incorporate planned benefits into budgeting for 2012‐2014. 

6

Near Term Actions – 2010 and 2011
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BPI Implementation Plan Recommendations (from December 6, 2010 Plan) 
 

1. Implement a Business Unit Strategic Business Planning Process –  1Q11 

2. Implement an Improved Development Project Resource Allocation Process – 1Q11 

3. Track Benefits Realized from Development and BPI Projects – 1Q11 

4. Conduct a Performance Measurement Assessment – 3Q11 

5. Implement Improved Performance Accountability Processes – 1Q/2Q11 

6. Research, Select, Develop, Implement and Support a Structured BPI Approach 

a. Research, Selection and Design –  3Q/4Q11 

b. Pilot Program – 1Q12 

c. Implementation and Ongoing Support – 2012 

7. Budgeting for Business Process Improvement (2012-2014 Budget) – 3Q/4Q11 
 
 
This implementation plan was graphically depicted in the December 6, 2011 presentation as follows: 
 

20
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BPI Implementation Plan Status Report  

Executive Summary 

BPI Initiative Status Description 
1) Business Unit  
     Strategic Planning 

 
On Target 

Business Units are developing Strategic Plans to support 
SPP Corporate Plan (Mission, Strategy, Objectives and 
Initiatives with Accountabilities and Resources Required).  
Will provide prioritization and insight to be used in 2012-
2014 budgeting.  Plan completion by 4-15-2011. 
 

2) Improved Resource  
    Prioritization Process 

 
 

On Target 

A comprehensive Pre-Ranking assessment of:   a) total 
project scope and costs, b) projected project benefits,   
and  c) a calculation of Internal Rate of Return (IRR),  was 
implemented on March 1, 2011.   This process will provide 
significantly better resource planning and benefits tracking 
information. 
 

3) Benefits Tracking  
Caution 

Focus on other initiatives and resource limitations have 
precluded work on this initiative.  Plan is to leverage work 
on BPI Initiative #2(above) and get back on target in 2Q11. 
 

4) Performance  
     Measurement  
     Assessment 

Not Started 
(per plan) 

Adjusted plan:   Activity not scheduled to begin until 3Q11.  
Recommendations from the Assessment Team expected to 
be delivered in 4Q11. 
 

5) Implement  
    Accountability  
    Processes 

 
On Target 

The deliverables from BPI Initiative #1(above) – Business 
Unit Strategic Planning will define business Objectives and 
Initiatives with responsible/accountable employees 
identified.   The newly implemented SPP Performance 
Appraisal process will identify performance objectives for 
employees, consistent with Business Plans. 
 

6) BPI Methodology 
     Development, Design  
     And Implementation 
 

Not Started 
(per plan) 

Research, Selection and Design scheduled to begin in 3Q11 
with implementation scheduled for 2012. 

7) Budgeting Projected 
     Benefits in 2012-2014  
     Budget 

 
On Target 

This initiative will leverage work done on BPI Initiatives 
#1, 2 and 3 (above).   Initial discussion of methodology for 
rationalizing “benefits realization” from BPI projects in the 
2012-2014 budget will begin in April.   Work to include 
benefits visibility into the budget will continue in 3Q/4Q11. 
 

 
Status Legend 
 
 
 
 
 

On Target – Progress on this initiative is as planned. 
Caution – Some elements are behind schedule – additional focus can get initiative back on track. 

In Jeopardy – This initiative is behind schedule.  Corrective actions needed. 
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Implementation Plan – Supplemental Information 
 

1. Implement a Business Unit Strategic Business Planning Process –  1Q11 
Prior to the implementation of the Business Unit (BU) Strategic Planning process, SPP had a 
corporate level Strategic Plan.   No real process existed to “connect the dots” for breaking 
broad strategic priorities into more granular implementation plans.  A Business Unit 
generally reflects an SPP Organization that is lead by one of the SPP Officers.   The BU 
Strategic Plans identify a BU Mission Statement (how that BU supports the corporate 
strategic plan), SMART Business Objectives over the next three years (Specific, 
Measureable, Accountable, Reasonable and Time-Bound), and Strategic Initiatives with an 
estimate of the costs and benefits of contemplated new initiatives. 

The BU Strategic Planning process provides the following value to SPP: 

• Involves the SPP staff strategically in developing plans to support the overall SPP 
Strategic Plan. 

• Focuses SPP staff on “where they are going” beyond tactical operations. 
• Provides a delegation of responsibility and accountability for the implementation of 

initiatives important to the corporation.  (This organizational accountability provides 
a framework for individual employee performance objectives and measurement 
through the new Performance Review process.) 

• Helps align SPP organizations on common initiatives where collaboration of effort is 
required for success. 

• Provides a level of business focus and a prioritization framework for use in resource 
allocation and prioritization decisions (PRPC Committee). 

• Provides a prioritization framework to guide subsequent budgeting priorities. 
• Provides a mechanism to communicate to staff the overall plan for their Business 

Unit and how their work fits into the broader SPP picture and direction. 

Eight Business Unit Plans will be completed and reviewed by mid-April. 

• Operations 
• Engineering 
• Information Technology 
• Regulatory and Legal 
• Compliance Organization (Market Monitoring, Compliance Group, Internal Audit, 

and Communications) 
• Market Development 
• Finance 
• Process Integrity 

The Business Process Improvement Department developed the process, created instructions 
and a  template for creating the Plans, facilitated a kickoff and preliminary review session, 
and provided assistance to the Business Units as needed.  We will continually improve the 
BU Strategic Planning process and will update plans on an annual basis. 

This initiative is essentially on track and very close to completion. 
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2. Implement an Improved Development Project Resource Allocation Process – 1Q11 
Prior to this process improvement initiative, requests for development project resources were 
submitted to the Project Request and Prioritization Committee (PRPC) for review and 
prioritization.   Requests were prioritized based on a high level description of the project and 
whether external capital expenditures had been budgeted for each project.   Specific 
information required to make the best possible resource allocation decisions was not 
available (e.g. the high level scope of the project had not been defined, the number and type 
of internal resources required to support the project were not defined, and there was no real 
quantification of the business benefits to be realized by the project.)   Given the lack of 
specificity of information available, it was not possible to answer the following key 
questions:   1) What is the expected total cost of this project?    2)  What are the qualitative 
and quantitative benefits to be realized from this project?   3) Do we have the resources on 
staff to support all of the approved projects? 

On March 1, we have implemented an improved Pre-Ranking analysis process.   The PMO 
and IT will conduct a high level assessment of scope, resources required and total project 
cost.   BPI will work with the Business Owners to identify the benefits associated with the 
requested project and will calculate an Internal Rate of Return (IRR) and use this in the 
prioritization process.  We will plan to use this process for conducting a review of Projects to 
be included in the 2012-2014 budget. 

The benefits to SPP from this improved business process include the following: 

• Provides the granularity of information required to make better resource allocation 
decisions. 

• By inspecting closely the expected business benefits of projects, marginal projects do 
not get brought forward for approval. 

• The more granular scoping and resources required estimates will help with planning 
and budgeting the number of SPP project related resources required over the 
budgeting horizon.  (A Strategic Initiative for enhancing our “resource capacity and 
tracking” capability has been included in the Process Integrity BU Strategic Plan.) 

• The benefits assessment process will identify projects having the potential to create 
member value.   These projected benefits will be used for budgeting “BPI Benefits”.  
Furthermore, these projects will be flagged and the benchmarking metrics for 
measuring productivity improvement, cost avoidance or cost reduction will be 
developed as part of the implementation project.  This process will feed into the BPI 
Benefits Realized tracking and reporting. 

The new and improved process has been implemented.  We will use the 2nd Quarter to review 
the backlog of requested, but not initiated projects and will use this review process for 
analyzing requested projects for inclusion in the 2012-2014 Budget. 

This initiative is on-track and has been implemented.   We will continue to refine and build 
upon this new process. 
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3. Track Benefits Realized from Development and BPI Projects – 1Q11 
The initial plan was to begin to develop a specific “benefits tracking” report in the first 
Quarter.   Work on this effort has taken a back seat to BPI Initiatives #1 and #2(above) and 
other BPI priorities.   It is expected that the work product (deliverables) from BPI Initiative 
#2 (above) will help minimize the work required for Benefits Tracking over time. 

The status of this is Yellow (Caution) because it is slightly behind schedule but should be 
back on track before the July update and before required for the budgeting process (see BPI 
Initiative #7 (below)). 

4. Conduct a Performance Measurement Assessment – 3Q11 
Measuring performance and productivity improvement is very difficult for an organization to 
accomplish without the proper baseline or benchmark performance metrics identified for the 
various work groups in the organization.   This study is intended to be an initial assessment 
of the performance measurement metrics and the measurement systems that are in place 
today to support performance improvement.   There are three parts of this initiative:    
1) Conduct the assessment of where we are today, 2) Develop alternatives and 
recommendations for what is needed to support performance measurement, and 3) Develop 
an implementation plan for implementation (schedule to be determined based on the 
recommendations). 

As part of the BU Strategic planning, this initiative has been rescheduled to begin in the 3rd 
Quarter this year with initial recommendations to be completed by the end of the 4th Quarter.   
Based on this revised plan, this initiative has not been started yet.   There are some concerns 
that this type of project will require key human resources from each functional area of SPP to 
help assess the proper performance measurement metrics.   Based on the level of forecasted 
activity associated with the Integrated Marketplace, the Building Migration and other support 
projects, we may have difficulties assembling the quality of team needed for this initiative.  

5. Implement Improved Performance Accountability Processes – 1Q/2Q11 

This was a very small, focused, but important initiative.  It is important to have the 
organization’s Business Planning processes and priorities linked to its Performance 
Measurement systems.   The specific objective was to make sure that both the new 
Performance Appraisal process and the BU Strategic Planning process were in alignment and 
supportive of each other.   These two process designs are aligned (which was the initial 
objective).   It will be important to follow up and incorporate as much of the specific 
Business Objective focus into Manager and above Performance Objective plans.   Scott 
Noble will continue to coordinate with Brian Smith in Human Resources to achieve 
maximum alignment.   This effort is on target.  
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6. Research, Select, Develop, Implement and Support a Structured BPI Approach 

a. Research, Selection and Design –  3Q/4Q11 

b. Pilot Program – 1Q12 

c. Implementation and Ongoing Support – 2012 
 

For SPP to truly embrace Business Process Improvement, a significant organization change 
is required.   A structured Business Process Improvement methodology needs to be adopted 
and the employees of the organization need to be trained and coached in the implementation 
of this methodology.  Furthermore, SPP management process and systems must be adapted to 
creating and empowering either Enterprise-wide or Business Unit specific “Process 
Improvement Teams”.   Structured Business Process improvement programs that have been 
implemented by others include:  Total Quality Improvement (TQI), Total Quality 
Measurement (TQM), Business Process Reengineering (BPR), Six Sigma and various forms 
of Performance Measurement Processes. 

Each of these programs, when approached from an Enterprise-wide, program perspective 
take business process improvement from an abstract concept to a way of empowering the 
employee base to rethink and redesign how work gets done in the organization.   It is 
important for cross-functional teams to be able to come together with a common approach to 
work redesign and value creation.   Furthermore, it is important to: 

• Identify (or customize) the BPI program that fits the organization’s culture, 
• Provide education and training programs to give employees the skills and context to 

use those skills,  
• Provide the management processes required to charter and empower Process 

Improvement Teams that have the time and resources required to be successful, and  
• Provide the coaching, support and results tracking that will maximize results. 

 
The time line for successfully implementing an overall structured and integrated approach for 
Business Process Improvement has the following time line 
• Phase 1:  Establish a set of objectives and criteria for selection of a BPI structured 

methodology for SPP.   Review the available structured BPI programs available on the 
market today.   Develop an assessment of the strengths and weaknesses of each of them 
as they relate to SPP these program objectives and SPP culture.  Work with the Human 
Resources training department to determine an education and training plan for the 
selected approach.  Complete this by the end of 2011. 

• Phase 2:   Build or buy the BPI methodology and training required to support the 
implementation process.   Develop an initial pilot program and conduct the initial 
training.   Design and implement the appropriate management processes required to 
integrate BPI into the SPP management structure.   Phase 2 will be completed by the end 
of 2Q12. 

• Phase 3:  Train SPP employees and implement Process Improvement Teams.   Provide 
coaching, reinforcement and facilitation services to assure program adoption and success.   
Incorporate benefits results tracking (see BPI Intitiative #3 above) into all Process 
Improvement Team charters.   The initial roll out of this organizational change should be 
completed by the end of 2012. 
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7. Budgeting for Business Process Improvement (2012-2014 Budget) – 3Q/4Q11 
 

This initiative will leverage work done on BPI Initiatives #1, 2 and 3 above.   Initial discussion of 
methodology for rationalizing “benefits realization” from BPI projects in the 2012-2014 Budget will 
begin in April.   Work to include benefits visibility into the budget will continue in 3Q/4Q11. SPP 
staff will recommend an approach to both budgeting for expected process improvement results and 
will track the attainment of the projected benefits. 
 
 
 
Appendix A – Acronym Definitions 
 
BPI – Business Process Improvement 
 
BPR – Business Process Reengineering 
 
BU – Business Unit (generally an SPP functional organization headed by an Officer) 
 
IRR – Internal Rate of Return (calculation to measure relative Return on Investment rate for 
competing projects) 
 
P.A. Process –  Used on chart, page 3 – Performance Appraisal Process 
 
PRPC – Project Review and Prioritization Committee 
 
SMART Objectives – Business Objectives stated that are Specific, Measurable, Achievable 
(or Accountable or Attainable), Realistic, and Time-Bound 
 
SPP – Southwest Power Pool 
 
TQI – Total Quality Improvement  
 
TQM –  Total Quality Management 
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Southwest Power Pool, Inc. 

SOUTHWEST POWER POOL STAFF 

Recommendation to the Finance Committee 

April 5, 2011 

Credit Policy and Tariff Changes Regarding FERC Order 741 

 

Organizational Roster 
The following individuals represented the SPP Credit Practices Working Group at their meeting on 3/16/11: 

 Representative Organization 
 Terri Wendlandt — Chair Westar 
 Jayne Clarke — Vice Chair Sunflower 
 Kristin Pedoulas The Energy Authority 
 Tammy Barrientos SPS 

 
Also participating in the meeting: 
 Pat Mosier (Arkansas Public Service Commission) 

Nathan Case (ACES) 
 Robert Walker (Cargill) 
 
The following SPP staff members participated in the meeting: 
 Tom Fritsche, Director of Risk Management 
 Phil McCraw, Senior Credit Risk Specialist 
 
 
Background 
On October 21, 2010, the Federal Energy Regulatory Commission (FERC) issued Order 741 (Docket No. RM-13-
000) – Credit Reforms in Organized Wholesale Electric Markets.  This order addresses the following points: 

• Setting both the billing period and the period for payment to no more than seven days each. 
• Limiting the allocation of unsecured credit to no more than $50 million per market participant and no 

more than $100 million per corporate family. 
• Elimination of unsecured credit in all financial transmission rights markets. 
• Establishing minimum criteria for market participation. 
• Clarifying the circumstances in which a market administrator may invoke a material adverse change and 

demand additional collateral. 
• Establishing a two-day grace period for curing collateral calls. 

 
The order further requires each ISO and RTO to submit a compliance filing that includes tariff language 
provisions that are consistent with the above requirements.  This filing must be submitted by June 30, 2011, 
with the tariff revisions to take effect October 1, 2011. 
 
In addition to the requirements above, Order 741 also addressed the ability of ISO/RTOs to offset (net) the 
obligations of market participants.  The final rule directs market administrators to select one of the following 
options: 

• Become the counterparty to market transactions 
• Take a security interest in the receivables of market participants 
• Another method that achieves the same objective as above 
• Calculate market participants’ credit requirements on a gross, rather than net, basis. 

 
FERC established a filing deadline for this requirement of September 30, 2011, with the tariff revisions to take 
effect January 1, 2012. 
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Analysis 
SPP and the CPWG reviewed the current SPP practices and the Credit Policy relative to the Order’s provisions.  
The following table delineates each requirement of the Order and indicates SPP’s current position. 
 
Order 741 Requirement SPP’s Current Position SPP Actions 
Settlement cycle of no longer than seven (7) 
days 

The Imbalance Energy Market is currently 
billed on a seven day cycle. 

Compliant 

Unsecured credit limits 
• Individual market participant cap of $50 

million 
• Aggregate corporate family cap of $50 

million 

The individual and family credit limits in 
the SPP Credit Policy are $25 million. 

Compliant 

Elimination of unsecured credit for financial 
transmission rights markets 

SPP does not currently offer an FTR 
market. 

Compliant 

Ability to offset market obligations 
• Establish SPP as central counterparty 
• Participants provide security interests 

in A/R 
• Propose another alternative that 

accomplishes the above 
• Calculate credit requirements on a 

gross rather than a net basis 

The SPP Credit Practices Working Group 
(CPWG) has studied this issue and has 
determined that the best approach for 
SPP is to calculate credit requirements for 
Market Participants on the basis of 
amounts owed to SPP without taking into 
account amounts owed to Market 
Participants by SPP. 

Changes are 
required. 

Minimum criteria for market participation SPP has worked with the other ISO/RTO 
organizations to model criteria for 
participation in the SPP market.  The SPP 
CPWG has recommended a standard that 
permits a participant to qualify based on a 
minimum level of total assets or 
capitalization.  In the event a participant 
fails to meet either of these requirements, 
financial security must be posted. 

Changes are 
required. 

Use of a Material Adverse Change clause 
• Must specify the conditions under 

which a MAC exists and should provide 
RTO with discretion. 

• Requires a notice provision for 
invocation 

The current Credit Policy contains a list of 
potential MACs.  However, a requirement 
for Market Participant notice needs to be 
added. 

Changes are 
required. 

Cure period of no more than two (2) days for 
the posting of additional collateral 

The current cure period in the SPP Credit 
Policy is three (3) days. 

Changes are 
required. 

 
The group had extensive discussions regarding the ability of ISO/RTOs to offset the obligations of market 
participants.  While the CPWG recommends the method of the calculation of credit based on gross obligations, 
its members and other participants indicated a strong desire to continue to carefully examine the other 
alternatives, particularly the counterparty option.  The decision to recommend the gross obligations approach 
was determined, in large part, because the group believed that converting SPP to the market counterparty 
would have enterprise-wide considerations that would likely require a time period beyond the mandated 
September 30, 2011 compliance filing date to fully evaluate. 
 
PJM has become the counterparty to its market transactions and the CPWG intends to further study the factors 
behind PJM’s decision, including the legal, tax and regulatory reporting implications, the position taken by the 
credit rating agencies and the potential impact under existing agreements with lenders. 
 
 
Conclusion 
After a thorough discussion of the relevant issues and a several reviews of proposed tariff language revisions, 
the CPWG agreed upon the attached schedule of changes to the SPP Credit Policy.  In the opinion of the CPWG, 
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these proposed changes comply with the stated requirements of the Order.   
 
The proposal was approved by a count of (i) Yes – 4 (ii) No – 0 and (iii) Abstention – 0. 
 
The votes were cast as follows: 

Organization  Vote 
Westar  Yes 
Sunflower  Yes 
The Energy Authority  Yes 
SPS  Yes 

 
Recommendation 
Approve the proposal as submitted. 

Approved: Credit Practices Working Group March 16, 2011 

 

Action Requested: Approve Recommendation 
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Tariff Revision Request (TRR) 

 

 Page 1 of 4 

TRR 
Number 041 TRR 

Title Order No. 741 Compliance (Credit Reform Rule) 

Cross 
Reference # PRR        BRR       Other (Specify) TRR 042     

Sponsor 
Name Patti Kelly 
E-mail Address pkelly@spp.org 
Company Southwest Power Pool 
Phone Number 501-614-3381 
Date March 23, 2011 

Tariff Section(s) 
Requiring Revision  

(Main Body of the Tariff) 
Section No. 7.1  
Title  Customer Defaults 
(Attachment X – SPP Credit Policy) 
Section No.  various sections 
Tariff Version (effective date)  

Requested Resolution  
  Normal      Urgent (provided justification below for urgent 

request) 
 

Revision Description 

The revisions include changes to the sections listed above to comply 
with the Final Rule in Docket No. RM10-13 (Order No. 741).  These 
changes were reviewed by and will be presented by the Credit 
Practices Working Group.  (Please note:  there are revisions 
highlighted in yellow in this document that are included for context 
but will be part of a separate ministerial filing since they are not 
directly related to the compliance filing.  These revisions are included 
in TRR042.) 

Reason for Revision 

On October 21, 2010, FERC issued Order No. 741 in Docket No. 
RM10-13 amending its regulations to improve the management of 
risk and the subsequent use of credit in the organized wholesale 
electric markets.  The Order requires shortened settlement 
timeframes, restrictions on the use of unsecured credit, elimination of 
unsecured credit in all FTR or equivalent markets, steps to address 
the risk that RTOs may not be allowed to use netting and set-offs, 
the establishment of minimum criteria for market participation, 
clarification regarding the organized market administrators’ ability to 
invoke “material adverse change” to demand additional collateral 
from participants, adopting a standardized grace period for “curing” 
collateral calls, and establishing a general policy with regard to the 
differentiation in the applicability of these standards and reforms. 
Tariff revisions must be filed on or before June 30, 2011. 
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Tariff Revision Request (TRR) 

 

 Page 2 of 4 

Stakeholder Approval 
Required (specify date 
and record outcome of 
vote; n/a for those 
stakeholders not 
required) 

MWG  
BPWG  
TWG  
ORWG 
Other (specify)  
RTWG  
MOPC 
Board of Directors

Market Protocol 
Implications or 
Changes  

 Yes (Include a summary of impact and/or specific changes & 
PRR #) 
 
      
 

 No 

Business Practice 
Implications or 
Changes 

 Yes (Include a summary of impact and/or specific changes & 
BRR #) 
 
      
 

 No 

Criteria Implications or 
Changes  

 Yes (Include a summary of impact and/or specific changes) 
 
      
 
 
 

 No 
Other Corporate 
Documents 
Implications (i.e., SPP 
By-Laws, Membership 
Agreement, etc.) 

  Yes (Include which corporate documents) 
 

  No 

Credit Implications  

 Yes (Include a summary of impact and/or specific changes) 
 
      
 

 No 

Impact Analysis 
Required 
 

 Yes          
 

 No        
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Tariff Revision Request (TRR) 

 

 Page 3 of 4 

 
 
 
 

 

 
 
 
 

Proposed Market Protocol Language Revision (Redlined) 
 
 
 
 
 

 
 
 

Proposed Business Practices Language Revision (Redlined) 
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Tariff Revision Request (TRR) 

 

 Page 4 of 4 

Proposed Criteria Language Revision (Redlined) 
 

 

 

 

 

 

 

Revisions to Other Corporate Documents (Redlined) 
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7.4 Customer Default:  

 

In the event the Transmission Customer fails, for any reason other than a 

billing dispute as described below, to make payment to the Transmission Provider 

on or before the due date as described above, and such failure of payment is not 

corrected within five two (52) business days of receipt by the Transmission 

Customer of a written notice to cure such failure sent by the Transmission 

Provider, via any normal means of business communication, a default by the 

Transmission Customer shall be deemed to exist.  Upon the occurrence of such a 

default, the Transmission Provider may initiate a proceeding with the 

Commission to terminate service but shall not terminate service until the 

Commission so approves any such request. The written notice to cure may be 

delivered by Certified mail, or by other means where receipt of the notice by the 

addressee is confirmed in writing. This notice shall include a copy of the unpaid 

invoice for which the accompanying notice is being sent to the Transmission 

Customer.  In the event of a billing dispute between the Transmission Provider 

and the Transmission Customer, the Transmission Provider will continue to 

provide service under the Service Agreement as long as the Transmission 

Customer (i) continues to make all payments not in dispute, and (ii) pays into an 

escrow account the portion of the invoice in dispute, pending resolution of such 

dispute.  If the Transmission Customer fails to meet these two requirements for 

continuation of service, then the Transmission Provider may provide notice to the 

Transmission Customer of its intent to suspend service in sixty (60) days, in 

accordance with Commission policy. 
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ATTACHMENT X   
 

 SOUTHWEST POWER POOL, INC. CREDIT POLICY 
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Revisions to Comply with Order No. 741 
Tariff Attachment X 

03/09/11 
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ARTICLE TWO 

Definitions 

 
 
Material Adverse Change 
This term shall have the meaning given in Section 3.2.7.  
 

ARTICLE THREE 

Credit Assessment 

 
3.1 Minimum Criteria for Market Participation and Initial Credit Assessment.  
 

 
3.1.1.6 Attestation of Risk Management Capabilities.  Each applying 

Market Participant shall submit to SPP a notarized statement 
signed by an authorized officer: 
a. Attesting that the officer has signature authority to make 

the statement; 
b. Describing its risk management capabilities and 

procedures, including whether the applying Market 
Participant is engaged in hedging; 

c. Identifying the employee(s) of the Market Participant who 
perform the activities described in (b) above, or if those 
activities are contracted to an external organization, 
identifying such organization; 

d. Defining the special training, skills, experience, and 
industry tenure of those person(s) performing the activities 
described in (b) above; and 

e. Providing any other information that may assist SPP in 
determining the risk management capabilities of the 
applying Market Participant. 

 
Such attestation shall be renewed and updated for each successive 
year of market participation. 

 
If the risk management capabilities of the applying Market 
Participant are deemed insufficient by SPP for the type of service 
that will be undertaken or if the attestation is deemed insufficient 
by SPP to determine the risk management capabilities of the 
applying Market Participant, the applying Market Participant shall 
be declined participation in all SPP markets.   
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3.1.1.67 Additional Information.  At any time and from time to time, SPP 
may request such additional information as SPP determines is 
necessary and appropriate for the Credit Assessment and the Credit 
Customer shall timely provide such additional information.  At any 
time, the Credit Customer may provide SPP with additional 
information that the Credit Customer considers relevant to the 
Credit Assessment. 

 
3.1a.1 Minimum Criteria for Market Participation.  Each Market Participant shall, at 

a minimum, possess: 
a. A Tangible Net Worth of One Million Dollars ($1,000,000) as shown in 

the most recent fiscal year end audited financial statements as described in 
Section 3.1.1.1; or 

b. Ten Million Dollars ($10,000,000) in assets as shown in the most recent 
fiscal year end audited financial statement as described in Section 3.1.1.1; 
or 

c. A Credit Rating of, or equivalent to, BBB-; or 
d. In the event a Market Participant cannot meet one of the alternatives 

specified in (a) through (c) above, the Market Participant shall, at a 
minimum, deposit with SPP Two Hundred Thousand Dollars ($200,000) 
in Financial Security to be segregated and unavailable to secure any 
market or transmission activity.  Pursuant to election of this alternative, if 
the anticipated activity at time of application or actual market activity as 
determined in Article Five, of the Market Participant exceeds One 
Hundred Thousand Dollars ($100,000) in Market Exposure, the Market 
Participant shall provide SPP twice the amount of Financial Security that 
would otherwise be required of the Market Participant pursuant to Section 
4.4. 

 
If the applying Market Participant, without assistance from a parent or Affiliate, is 
unable to meet the minimum criteria for market participation, the applying Market 
Participant shall be declined participation in all SPP markets.   

 
Failure at any time of a Market Participant to continue to satisfy these minimum 
criteria for market participation shall be deemed a Material Adverse Change 
pursuant to Section 3.2.7. 
 

 
3.2.2 Procedures; Period for Posting Additional Financial Security or Taking 

Other Corrective Measures.  In the event a Credit Customer experiences a 
Material Adverse Change, SPP may invoke its right to require the Credit 
Customer to post additional Financial Security, cease one or more transactions, or 
take other measures to restore confidence in the Credit Customer’s ability to 
transact safely.  In addition, Bbased upon the annual or other Credit Assessment, 
SPP may, at any time, revise any (a) Unsecured Credit Allowance; (b) Financial 
Security requirements; and (c) Total Credit Limit, applicable to the Credit 
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Customer.  If SPP has upwardly revised the required amount of Financial 
Security, the Credit Customer will have two (2) Business Days from receipt of the 
notice from SPP(or three (3) Business Days if notification occurs after noon 
Central Prevailing Time) to provide the required Financial Security, in an amount 
and form acceptable to SPP.  In the event that a Not-For-Profit Credit Customer, 
as defined in Section 4.2.3, is unable to meet this timeline despite its best efforts 
to comply, it may make a written request to SPP stating the reason(s) for the delay 
and obtain up to two additional weeks (a total of twelve (12) Business Days, or 
thirteen (13) Business Days if notification occurs after noon Central Prevailing 
Time) to provide the required Financial Security.  Failure to provide additional 
required Financial Security shall be a Default under this Credit Policy and a 
default under the Tariff. 

 
   

 
3.2.7 Information Concerning Material Adverse Changes.  Each Credit Customer 

with an Unsecured Credit Allowance must give SPP notice of any Material 
Adverse Change in its financial condition (and, as applicable, the financial 
condition of its Guarantor) within five two (52) Business Days of the occurrence 
of the Material Adverse Change.  If a Credit Customer or Guarantor files a Form 
10-K, Form 10-Q, or Form 8-K with the SEC, notice of such filing, timely 
delivered to SPP in accordance herewith, will suffice on the condition that such 
notice states that the filing addresses a Material Adverse Change.   

 
A Material Adverse Change in financial condition includes any Material change 
in operations or financial condition that a reasonable examiner of creditworthiness 
would deem material to decisions concerning the extension of credit, including, 
but not limited to, any of the following (“Material Adverse Change”): 

 
a. A downgrade of any debt rating or issuer rating, or change in the outlook 

of any Credit Rating, including debt rating or issuer rating;  
 
b. Any placement on a credit watch with negative implication by a Rating 

Agency; 
 
c. The filing or threatened filing of a voluntary or involuntary petition to 

institute bankruptcy proceedings under the United States Bankruptcy Code 
or any successor statute, or the filing or threatened filing to institute any 
proceedings under state law concerning actual or potential insolvency. 

 
d. Insolvency; 
 
ec. The filing of a lawsuit or initiation of an arbitration, investigation or other 

proceeding (including regulatory proceeding) which if decided adversely 
could have a Material effect on any current or future financial results or 
financial condition; 
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fd. The merger, acquisition or any other form of business combination 

involving the Credit Customer; 
 
e. Any adverse changes in financial condition which, individually, or in the 

aggregate, are Material; 
 
gf. Any adverse changes, events or occurrences which, individually or in the 

aggregate, could affect the ability of the Credit Customer to pay its debts 
as they become due or could have a Material adverse effect on any current 
or future financial results or financial condition;  

 
hg. Discovery or disclosure of conflict of interest issues; 
 
ih. Resignation or removal of a key officer or director; 
 
ji. Any action requiring the filing of a Form 8-K; 
 
kj. Any report of a quarterly or annual loss or a decline in earnings of ten (10) 

percent or greater compared to the prior period; and 
 
lk. Any restatement of prior financial statements; and. 
 
l. Failure of a Market Participant to continue to satisfy the minimum criteria 

for market participation specified in 3.1a.1. 
 
3.2.7.1 Notification of a Material Adverse Change by SPP to a Credit 

Customer.  Upon the occurrence of a Material Adverse Change and prior 
to SPP compelling a Credit Customer to post additional Financial 
Security, cease one or more transactions, or take other measures to restore 
confidence in the Credit Customer’s ability to transact business safely as a 
result of any Material Adverse Change, SPP shall provide, when feasible, 
reasonable advance notice in writing, by fax, electronic mail, hand 
delivery, reputable overnight courier, or first-class mail, to the Credit 
Contact designated by the Credit Customer pursuant to Section 9.1 of this 
Credit Policy.  If delivery to the Credit Contact fails, then SPP may effect 
delivery to any officer, executive, or manager of the Credit Customer.  
Such notice shall identify the reasoning behind the invocation of the 
Material Adverse Change clause and be signed by an authorized 
representative of SPP. 

 
3.4 Positive Material Change in Financial Condition of the Credit Customer.  If there is 

a positive Material Change change in the financial condition of the Credit Customer, a 
significant reduction in the Total Potential Exposure of the Credit Customer, or any other 
change that the Credit Customer believes may warrant an increase in the Credit 
Customer’s Unsecured Credit Allowance and/or a reduction in the Financial Security 
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required of the Credit Customer, the Credit Customer may make a written request to SPP 
to update the Credit Assessment and include or refer to any supporting information.  SPP 
may request any Credit Information described in Section 3.2 to evaluate the merit in 
support of the Credit Customer’s request.  SPP anticipates that it will respond to the 
Credit Customer’s request within a reasonable period of time, generally within ten (10) 
Business Days after receiving all information that is required for an ongoing review as 
required in this Article.  
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ARTICLE FOUR 

Creditworthiness and Total Credit Limit 

 
 

 
4.4 Financial Security Requirement.  If a Credit Customer (i) is denied an Unsecured 

Credit Allowance, or (ii) is granted an Unsecured Credit Allowance that is below its 
Total Potential Exposure calculated pursuant to Article 5, then the Credit Customer may 
submit Financial Security to cover or exceed the difference in the amount of the 
Unsecured Credit Allowance granted to the Credit Customer and the amount of its Total 
Potential Exposure.  A Credit Customer electing to satisfy the alternative criteria for 
market participation specified in Section 3.1a.1(d) and whose anticipated or actual market 
activity exceeds One Hundred Thousand Dollars ($100,000) in Market Exposure shall 
provide Financial Security that is twice the amount calculated to satisfy its Financial 
Security Requirement pursuant to this Section 4.4.  Any Credit Customer may provide 
Financial Security in lieu of or in addition to the Unsecured Credit Allowance it was 
granted.  Upon the Credit Customer’s request, SPP shall provide a written explanation of 
how it determined the amount of required Financial Security for that Credit Customer.  

 
ARTICLE FIVE 

Calculation of Total Potential Exposure 

 
 
5.2.1 Market Exposure (“ME”).  SPP calculates ME using a gross obligations approach that 

includes only market charges incurred by the Credit Customer and does not offset market 
charges by market credits due to the Credit Customer.  Potential exposure to non-
payment associated with market transactions that involve physical delivery of energy is 
calculated under the following formula: 

 
ME = IMSC IMIC + CMSC CMIC + MEME 
 
IMSC IMIC = Invoiced Market Settlement Imbalance Charges (aAll imbalance 

charges or credits that have been invoiced but not yet paid.  IMSIC shall 
include only gross imbalance charges and shall not include any offset 
reflecting imbalance credits.).  

 
CMSC CMIC = Calculated Market Settlement Imbalance Charges (aAll 

daily settlement activity, including charges or credits,imbalance charges 
that has have been calculated but not yet invoiced.  CMSIC shall include 
only gross imbalance charges and shall not include any offset reflecting 
imbalance credits). 
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MEME = Maximum Estimated Market Exposure shall be the greater of: 
 
(a) The average daily total of all imbalance charges (without offset for 
imbalance credits) for the last three hundred sixty five (365) days of daily 
settlement activity (or if settlement activity occurred for a lesser period, the 
average settlement activitydaily total of all imbalance charges (without offset for 
imbalance credits) during such lesser period), or  
 
(b) The average daily total of all imbalance charges (without offset for 
imbalance credits) for the last seven (7) days of daily settlement activity (or if 
settlement activity occurred for a lesser period, the average daily total of all 
imbalance charges (without offset for imbalance credits) settlement activity 
during such lesser period). 
 
Once the greater value is determined that value is multiplied by the number of 
days remaining in the Potential Exposure Window.  Inasmuch as the Potential 
Exposure Window refers to “days before service can be terminated,” the time 
period for purposes of calculating the MEME does not include additional time for 
service termination.  
 
Following are examples of the calculation of Market Exposure. 
 

Example of Market Exposure Calculation: 
ASSUMPTIONS:      
CURRENT DAY IS TUESDAY, NOVEMBER 23, 2004    
CUSTOMER HAS PAID PREVIOUS WEEKLY INVOICE IN 
FULL(NOVEMBER 12)   

 

AVERAGE FOR LAST 365 DAYS IS $700    
       

      Amount Used 
Settlement Settlement Operating Operating Invoice Invoice In Exposure 
Weekday Date Weekday Date Date Amount Calculation 

       

  

INVOICED 
MARKET 

SETTLEMENT 
IMBALANCE 
CHARGES 
(IMSCIMIC)     

Fri 11/12/2004 Sun 11/7/2004 11/19/2004 $900 $900 
Mon 11/13/2004 Mon 11/8/2004 11/19/2004 $1,000 $1,000 
Mon 11/14/2004 Tue 11/9/2004 11/19/2004 $850 $850 
Mon 11/15/2004 Wed 11/10/2004 11/19/2004 $900 $900 
Tue 11/16/2004 Thu 11/11/2004 11/19/2004 $750 $750 
Wed 11/17/2004 Fri 11/12/2004 11/19/2004 ($500) $0
Thu 11/18/2004 Sat 11/13/2004 11/19/2004 $800 $800 

        TOTAL IMIC $4,700 $5,200 
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CALCULATED 
MARKET 

SETTLEMENT 
IMBALANCE 
CHARGES 

(CMSCCMIC)     
Fri 11/19/2004 Sun 11/14/2004  $900 $900 

Mon 11/20/2004 Mon 11/15/2004   $850 $850 
Mon 11/21/2004 Tue 11/16/2004   $900 $900 
Mon 11/22/2004 Wed 11/17/2004   $800 $800 

    TOTAL CMIC $3,450 $3,450 
       

 
 

  

MAXIMUM 
ESTIMATED 

MARKET 
EXPOSURE 

(MEME)   

 

 
Tue 11/23/2004 Thu 11/18/2004   $700 $700 
Wed 11/24/2004 Fri 11/19/2004   $700 $700 
Thu 11/25/2004 Sat 11/20/2004   $700 $700 
Fri 11/26/2004 Sun 11/21/2004   $700 $700 
Sat 11/27/2004 Mon 11/22/2004  $700 $700 

 Cure Period  11/23/2004  $700 $700 
 Cure Period  11/24/2004  $700 $700 
 Cure Period  11/25/2004  $700 $700 
  Cure Period  11/26/2004  $700 $700 
    TOTAL MEME $6,300 $6,300 
       
  TOTAL MARKET EXPOSURE (ME) $14,450 $14,950

 
5.2.2 Transmission Service Potential Exposure (“TSPE”).  SPP calculates TSPE 

using a gross obligations approach that includes only transmission service charges 
incurred by the Credit Customer and does not offset transmission service charges 
by any credits due to the Credit Customer.  Potential exposure to non-payment 
associated with Transmission Service transactions is calculated under the 
following formula: 

 
TSPE = ITSC + CTSC + METE 

ITSC =  Invoiced Transmission Service Charges (all transmission service charges 
or credits that have been invoiced but not yet been paid.  ITSC shall include only 
gross transmission service charges and shall not include any offset reflecting any 
credits).  

 
CTSC = Calculated Transmission Service Charges (all transmission service charges 

or credits that have been calculated but not yet invoiced).  
 
METE = Maximum Estimated Transmission Exposure (an estimate of the charges 

for the remainder of the Potential Exposure Window).  METE will be calculated 
as follows:  
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METE will be the value of all charges based on reserved transmission 
capacity for each confirmed Transmission Service reservation for the 
period beginning on the day following the latest date included in the 
CTSC calculation and ending on the TSPE calculation date, plus the value 
of all charges for confirmed reservations for the number of days which 
when added to the number of days included in the ITSC and the CTSC 
would total 50 days.  The number of days included in the ITSC is the 
number of days of transmission service included in an unpaid invoice.  If 
there are no unpaid invoices, the number of days included in the ITSC 
would be zero.  The number of days included in the CTSC are the days for 
which the transmission service charges or credits have been calculated, but 
not yet invoiced.   
 

METE for Network Service reservations will be calculated by taking the highest 
monthly Network Service charge over the most recent twelve (12) month period 
(or, if Network Service has been taken for a shorter period, the period for which it 
was taken), divided by the number of days included in the month of the highest 
charge and multiplying the resulting amount by the number of days which when 
added to the number of days included in the ITSC and the CTSC would total 50 
days.  For this calculation, each Network Service charge is the amount of the 
Network Service. invoice, less the amount of transmission revenue due to the 
invoiced Credit Customer for Network Service during the period covered by the 
applicable invoice   Credit Customers who do not execute Attachment N of the 
Tariff, and therefore are self providing for losses, will have losses excluded from 
the METE calculation.   

 

Following are examples of Transmission Service Potential Exposure. 
 

ASSUMPTIONS:      
CURRENT DAY IS TUESDAY, NOVEMBER 23, 2004   
CUSTOMER HAS PAID PREVIOUS MONTHLY INVOICE IN FULL (NOVEMBER 18) 
VALUE OF CHARGES FROM CTSC TO END OF THE 50 DAY EXPOSURE WINDOW IS $8,700  
HIGHEST NETWORK SERVICE INVOICE OVER LAST 12 MONTHS IS $4,000 (30 day month ) 
        

       

Operating     Invoice  
Date     Amount  

       

  

Invoiced 
Transmission 

Service Charges 
(ITSC)     

Already paid October Charges on November 18 $0   
        TOTAL $0   
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CALCULATED 
TRANSMISSION 

SERVICE CHARGES 
(CTSC)     

       
11/1/2004      $300   
11/2/2004     $350   
11/3/2004     $250   
11/4/2004     $300   
11/5/2004     $350   
11/6/2004     $250   
11/7/2004     $300   
11/8/2004     $350   
11/9/2004     $250   
11/10/2004     $300   
11/11/2004     $350   
11/12/2004     $250   
11/13/2004     $300   
11/14/2004     $350   
11/15/2004     $250   
11/16/2004     $300   
11/17/2004     $350   
11/18/2004     $250   
11/19/2004     $300   
11/20/2004     $350   
11/21/2004     $250   

    TOTAL $6,300   
       

  

MAXIMUM 
ESTIMATED 

TRANSMISSION 
EXPOSURE (METE)     

       
Value of Charges from CTSC to the end of the 50 day exposure 
window (29 days).  $8,700   
Highest Network Invoice divided by number of days in that 
month (30) times number of days remaining in the 50 day 
exposure window (29 days, calculated as 50 days total 
less 21 days included in CTSC and ITSC).  $3,867  

    TOTAL $12,567   
       

  
TOTAL TRANSMISSION SERVICE 
POTENTIAL EXPOSURE (TSPE) $18,867  

 
5.2.3 Total Potential Exposure Calculation.  A Credit Customer’s Total Potential 
Exposure (“TPE”) shall be the sum of the potential exposure to non-payment for market 
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transactions and Transmission Service transactions billed pursuant to the Tariff and may be 
calculated using the formula: 

TPE = ME + TSPE 

Example of Total Potential Exposure Calculation:  
Continuing with the previous examples in 5.2.1 and 5.2.2 the calculation would be as 
follows: 

ME = $14,450950 

TSPE = $18,867 

$14,450 950 + $18,867 = $33,317 817 (TPE) 

 
5.3.2 Cure of Total Potential Exposure Violation.  A Credit Customer shall cure a 

Total Potential Exposure Violation by: (i) payment to SPP of invoiced amounts to 
reduce the Credit Customer’s Total Potential Exposure, and/or (ii) provision of 
Financial Security in an amount sufficient to increase the Credit Customer’s Total 
Credit Limit, such that after making such payments of invoiced amounts and/or 
providing such Financial Security, the Credit Customer’s Total Potential 
Exposure will not exceed its Total Credit Limit.  The Credit Customer shall have 
three two (32) Business Days from the date of violation receipt of notice from 
SPP to cure the violation.  SPP, in its sole discretion, may determine to treat any 
amount tendered under (i) as an increase of Financial Security under (ii) and not 
as a payment to SPP.  
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ARTICLE EIGHT 

Default and Remedies 

 
8.1 Default.  Any of the following shall constitute an “Event of Default” under this Credit 

Policy by a Credit Customer: 
 

8.1.1 Failure to post any required Financial Security required under this Credit Policy in 
the time period specified; 

 
8.1.2 Reserved for Future Use; 
 
8.1.3 Failure to pay in full any amount payable under the Tariff, unless cured in 

accordance with Section 8.3 of this Credit Policy; 
 
8.1.4 A Credit Customer’s involvement in financial difficulties as evidenced by: (i) its 

commencement of a voluntary case under Title 11 of the United States Code as 
from time to time in effect, or by its authorizing, by appropriate proceedings of its 
board of directors, general partners or other governing body, the commencement 
of such a voluntary case; (ii) its filing an answer or other pleading admitting or 
failing to deny the material allegations of a petition filed against it commencing 
an involuntary case under said Title 11, or seeking, consenting to or acquiescing 
in the relief therein provided, or by its failing to controvert timely the material 
allegations of any such petition; (iii) the entry of an order for relief in any 
involuntary case commenced under said Title 11; (iv) its seeking relief as a debtor 
under any applicable law, other than said Title 11, of any jurisdiction relating to 
the liquidation or reorganization of debtors or to modification or alteration of the 
rights of creditors, or by its consenting to or acquiescing in such relief; (v) the 
entry of an order by a court of competent jurisdiction (a) finding it to be bankrupt 
or insolvent, (b) ordering or approving its liquidation, reorganization or any 
modification or alteration of the rights of its creditors, or (c) assuming custody of, 
or appointing a receiver or other custodian for all or a substantial part of its 
property, and such entry or order shall not be vacated or stayed within ninety (90) 
days; (vi) the filing of a petition under Title 11 which shall not be vacated within 
ninety (90) days; or (vii) its making an assignment for the benefit of, or entering 
into a composition with, its creditors, or appointing or consenting to the 
appointment of a receiver or other custodian for all or a substantial part of its 
property. 

 
8.1.5 Commission of any other Default specified under this Credit Policy, including 

Defaults specified in Sections 3.2.2, 5.3.3, 6.3.4, 7.1.2.3., 7.1.3.6, and 7.2. 
 
8.1.6 Except with respect to an event described in Sections 8.1.1 through 8.1.5, the 

failure to provide any of the Credit Information required under this Credit Policy 
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in the time periods specified, and the failure to observe or perform any of the 
material terms or conditions or provisions set forth in this Agreement, and such 
failure is not cured within three two (32) Business Days after notice thereof from 
SPP.  If such failure is a failure to provide any of the Credit Information required 
under this Credit Policy in the time periods specified, and the failure cannot 
reasonably be cured within such period, and if the Credit Customer has 
commenced and is diligently pursuing such cure and provides SPP with adequate 
assurance of due performance to protect SPP against loss arising from the failure 
to perform, the Credit Customer may request in writing stating the reasons for the 
delay and obtain an additional five (5) Business Days if the Credit Customer is a 
Large Company or a Small Company and ten (10) Business Days if the Credit 
Customer is a Not-For-Profit after the written notice of Default, as shall be 
necessary for the Credit Customer to cure the failure with all due diligence. 

8.2 Notice of Financial Difficulties.  Immediately upon the occurrence of an Event of 
Default as set forth in Section 8.1.4, the Credit Customer shall provide notice to SPP and 
a copy of any pleadings, orders, petitions, agreements or other document initiating or 
filed in connection with such Event of Default.  

8.3 Remedies for Default.  Upon the first occurrence of a customer default as described in 
Section 7.4 of the Tariff or an Event of Default (except as defined in Section 8.1.4 of this 
Credit Policy), within a twelve month period, SPP will take no action to suspend any 
Unsecured Credit Allowance as long as the default is remedied within the specified cure 
period. Should the first occurrence not be remedied within the specified cure period, SPP 
will suspend any Unsecured Credit Allowance for ninety (90) calendar days.  Upon the 
second customer default or Event of Default within a twelve (12) month period, SPP will 
suspend any Unsecured Credit Allowance for ninety (90) calendar days. The suspension 
will occur even if one or both occurrences were remedied within the specified cure 
period. SPP may, except to the extent such remedy is limited in this Credit Policy, 
exercise any rights or remedies it may have at law or in equity, including but not limited 
to bringing suit or otherwise initiating proceedings for monetary damages, injunctive 
relief, specific performance, and relief available under the Federal Power Act.  If the 
Event of Default has not been cured by the Credit Customer within five two (52) 
Business Days or as otherwise outlined under Section 8.1.6 after the Credit Customer’s 
receipt of notice thereof, or, in the case of failure to pay in full amounts payable under 
Section 7 of the Tariff, within five two (52) Business Days after the Transmission 
Customer’s receipt of notice thereof, except as may be precluded under applicable law, 
SPP may terminate all of the Credit Customer’s rights under this Credit Policy.  Such 
termination shall not affect any liability of the Credit Customer incurred before and 
existing as of such termination.  In addition, and without prejudice to any other remedies, 
SPP reserves all rights to terminate service in accordance with the Tariff and applicable 
law. 

 
 Upon the first occurrence of an Event of Default as defined in Section 8.1.4 of this Credit 

Policy, SPP will immediately suspend the Credit Customer’s Unsecured Credit 
Allowance and may, at SPP’s sole discretion, terminate all of the Credit Customer’s 
rights under this Credit Policy and/or terminate service in accordance with the Tariff and 
applicable law.  Any such termination shall not affect any liability that the Credit 
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Customer incurred prior to and as of such termination.  Upon the first occurrence of an 
Event of Default as defined in Section 8.1.4 of this Credit Policy, SPP also may order the 
Credit Customer to post additional collateral, cease one or more market transactions, or 
take other measures to protect SPP and other Market Participants from the Credit 
Customer’s Default.   
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Revisions to Comply with Order No. 741 
Tariff Attachment X 

03/09/11 
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Appendix “D” Guaranty Forms 

GUARANTY AGREEMENT 
 
 

(e) the audited financial statements of Guarantor for the most recent fiscal year and 
the unaudited financial statements of Guarantor for the most recent quarter (the 
“Financial Statements”), heretofore delivered to Creditor or filed with the United 
States Securities Exchange Commission by Guarantor present fairly the financial 
condition and results of operations of Guarantor and its consolidated subsidiaries 
as of the dates and for the period specified therein in conformity with United 
States generally accepted accounting principles, and, except as otherwise 
expressly stated therein, consistently applied.  Except as expressly stated to 
Creditor in writing, there has been no material Material adverse Adverse change 
Change in the financial condition of Guarantor and its consolidated subsidiaries 
since the dates of the Financial Statements. 
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TRR042  Ministerial Changes to the Tariff as a result of Compliance with Order 

No. 741 – to be made in a separate filing 

 

(From the Main Body of the Tariff) 

7.4 Customer Default:  

 

In the event the Transmission Customer fails, for any reason other than a 

billing dispute as described below, to make payment to the Transmission Provider 

on or before the due date as described above, and such failure of payment is not 

corrected within five two (52)business days of receipt by the Transmission 

Customer of a written notice to cure such failure sent by the Transmission 

Provider, via any normal means of business communication, a default by the 

Transmission Customer shall be deemed to exist.  Upon the occurrence of such a 

default, the Transmission Provider may initiate a proceeding with the 

Commission to terminate service but shall not terminate service until the 

Commission so approves any such request. The written notice to cure may be 

delivered by Certified mail, or by other means where receipt of the notice by the 

addressee is confirmed in writing. This notice shall include a copy of the unpaid 

invoice for which the accompanying notice is being sent to the Transmission 

Customer.  In the event of a billing dispute between the Transmission Provider 

and the Transmission Customer, the Transmission Provider will continue to 

provide service under the Service Agreement as long as the Transmission 

Customer (i) continues to make all payments not in dispute, and (ii) pays into an 

escrow account the portion of the invoice in dispute, pending resolution of such 

dispute.  If the Transmission Customer fails to meet these two requirements for 

continuation of service, then the Transmission Provider may provide notice to the 

Transmission Customer of its intent to suspend service in sixty (60) days, in 

accordance with Commission policy. 

 

 

 

86 of 119



(From Attachment X of the Tariff) 

3.4 Positive Material Change in Financial Condition of the Credit Customer.  If there is 
a positive Material Change change in the financial condition of the Credit Customer, a 
significant reduction in the Total Potential Exposure of the Credit Customer, or any other 
change that the Credit Customer believes may warrant an increase in the Credit 
Customer’s Unsecured Credit Allowance and/or a reduction in the Financial Security 
required of the Credit Customer, the Credit Customer may make a written request to SPP 
to update the Credit Assessment and include or refer to any supporting information.  SPP 
may request any Credit Information described in Section 3.2 to evaluate the merit in 
support of the Credit Customer’s request.  SPP anticipates that it will respond to the 
Credit Customer’s request within a reasonable period of time, generally within ten (10) 
Business Days after receiving all information that is required for an ongoing review as 
required in this Article.  

 
 
(From Attachment X of the Tariff) 
 

ARTICLE EIGHT 

Default and Remedies 

 
8.1 Default.  Any of the following shall constitute an “Event of Default” under this Credit 

Policy by a Credit Customer: 
 

8.1.1 Failure to post any required Financial Security required under this Credit Policy in 
the time period specified; 

 
8.1.2 Reserved for Future Use; 
 
8.1.3 Failure to pay in full any amount payable under the Tariff, unless cured in 

accordance with Section 8.3 of this Credit Policy; 
 
8.1.4 A Credit Customer’s involvement in financial difficulties as evidenced by: (i) its 

commencement of a voluntary case under Title 11 of the United States Code as 
from time to time in effect, or by its authorizing, by appropriate proceedings of its 
board of directors, general partners or other governing body, the commencement 
of such a voluntary case; (ii) its filing an answer or other pleading admitting or 
failing to deny the material allegations of a petition filed against it commencing 
an involuntary case under said Title 11, or seeking, consenting to or acquiescing 
in the relief therein provided, or by its failing to controvert timely the material 
allegations of any such petition; (iii) the entry of an order for relief in any 
involuntary case commenced under said Title 11; (iv) its seeking relief as a debtor 
under any applicable law, other than said Title 11, of any jurisdiction relating to 
the liquidation or reorganization of debtors or to modification or alteration of the 
rights of creditors, or by its consenting to or acquiescing in such relief; (v) the 
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entry of an order by a court of competent jurisdiction (a) finding it to be bankrupt 
or insolvent, (b) ordering or approving its liquidation, reorganization or any 
modification or alteration of the rights of its creditors, or (c) assuming custody of, 
or appointing a receiver or other custodian for all or a substantial part of its 
property, and such entry or order shall not be vacated or stayed within ninety (90) 
days; (vi) the filing of a petition under Title 11 which shall not be vacated within 
ninety (90) days; or (vii) its making an assignment for the benefit of, or entering 
into a composition with, its creditors, or appointing or consenting to the 
appointment of a receiver or other custodian for all or a substantial part of its 
property. 

 
8.1.5 Commission of any other Default specified under this Credit Policy, including 

Defaults specified in Sections 3.2.2, 5.3.3, 6.3.4, 7.1.2.3., 7.1.3.6, and 7.2. 
 
8.1.6 Except with respect to an event described in Sections 8.1.1 through 8.1.5, the 

failure to provide any of the Credit Information required under this Credit Policy 
in the time periods specified, and the failure to observe or perform any of the 
material terms or conditions or provisions set forth in this Agreement, and such 
failure is not cured within three two (32) Business Days after notice thereof from 
SPP.  If such failure is a failure to provide any of the Credit Information required 
under this Credit Policy in the time periods specified, and the failure cannot 
reasonably be cured within such period, and if the Credit Customer has 
commenced and is diligently pursuing such cure and provides SPP with adequate 
assurance of due performance to protect SPP against loss arising from the failure 
to perform, the Credit Customer may request in writing stating the reasons for the 
delay and obtain an additional five (5) Business Days if the Credit Customer is a 
Large Company or a Small Company and ten (10) Business Days if the Credit 
Customer is a Not-For-Profit after the written notice of Default, as shall be 
necessary for the Credit Customer to cure the failure with all due diligence. 

8.2 Notice of Financial Difficulties.  Immediately upon the occurrence of an Event of 
Default as set forth in Section 8.1.4, the Credit Customer shall provide notice to SPP and 
a copy of any pleadings, orders, petitions, agreements or other document initiating or 
filed in connection with such Event of Default.  

8.3 Remedies for Default.  Upon the first occurrence of a customer default as described in 
Section 7.4 of the Tariff or an Event of Default (except as defined in Section 8.1.4 of this 
Credit Policy) within a twelve month period, SPP will take no action to suspend any 
Unsecured Credit Allowance as long as the default is remedied within the specified cure 
period. Should the first occurrence not be remedied within the specified cure period, SPP 
will suspend any Unsecured Credit Allowance for ninety (90) calendar days.  Upon the 
second customer default or Event of Default within a twelve (12) month period, SPP will 
suspend any Unsecured Credit Allowance for ninety (90) calendar days. The suspension 
will occur even if one or both occurrences were remedied within the specified cure 
period. SPP may, except to the extent such remedy is limited in this Credit Policy, 
exercise any rights or remedies it may have at law or in equity, including but not limited 
to bringing suit or otherwise initiating proceedings for monetary damages, injunctive 
relief, specific performance, and relief available under the Federal Power Act.  If the 
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Event of Default has not been cured by the Credit Customer within five two (52) 
Business Days or as otherwise outlined under Section 8.1.6 after the Credit Customer’s 
receipt of notice thereof, or, in the case of failure to pay in full amounts payable under 
Section 7 of the Tariff, within five two (52) Business Days after the Transmission 
Customer’s receipt of notice thereof, except as may be precluded under applicable law, 
SPP may terminate all of the Credit Customer’s rights under this Credit Policy.  Such 
termination shall not affect any liability of the Credit Customer incurred before and 
existing as of such termination.  In addition, and without prejudice to any other remedies, 
SPP reserves all rights to terminate service in accordance with the Tariff and applicable 
law. 

 
 Upon the first occurrence of an Event of Default as defined in Section 8.1.4 of this Credit 

Policy, SPP will immediately suspend the Credit Customer’s Unsecured Credit 
Allowance and may, at SPP’s sole discretion, terminate all of the Credit Customer’s 
rights under this Credit Policy and/or terminate service in accordance with the Tariff and 
applicable law.  Any such termination shall not affect any liability that the Credit 
Customer incurred prior to and as of such termination.  Upon the first occurrence of an 
Event of Default as defined in Section 8.1.4 of this Credit Policy, SPP also may order the 
Credit Customer to post additional collateral, cease one or more market transactions, or 
take other measures to protect SPP and other Market Participants from the Credit 
Customer’s Default. 
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Memorandum 
To: Finance Committee Members 

From: Tom Dunn 

CC: Cheryl Robertson 

Date: March 29, 2011 

Re: 2011/12 Meeting Schedule  

Detailed below is a schedule for face-to-face meetings of the Finance Committee for 2011/12 
along with suggested agenda items to be covered at the meetings.   
 
Meeting Date   Time Meeting Location   Major Agenda Items 
 
April 5, 2011  8:30 Dallas, TX   Financial audit review 
 
June 15, 2011  8:30 Dallas, TX   Admin Fee Estimate 

SAS 70 Mid-year review 
        Insurance review 
        Bus. Continuity Plan 
        Disaster Recovery 
 
Sept 29, 2011  8:30 Dallas, TX   2012 budget review 
        Internal Audit report 
        Auditor engagements 
 
October 14, 2011 9:30 Dallas, TX   2012 budget review 
 
Dec 5, 2011  2:00 Dallas, TX   SAS70 audit 
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Executive Summary 
 

Program Name:  New Facilities Program 

Program Number:  PG20090005 

Date:   28 Mar 2011 

 

Current Status: Schedule and Activity 
General Construction Information and Site 
1. The Construction Project remains on schedule. 
2. SPP is coordinating the installation of service delivery with both Entergy (power) and ATT (fiber circuits).  Both are on schedule. 

Operations/Data Center 
1. Construction of the hardened shell is complete with all slabs poured and precast installed. 
2. Activities precedent to the structural steel erection for the remaining portions of the building are underway and include the 

construction of foundation walls for the administrative area and on‐grade slab pours in that area and the mechanical yard. 
3. We remain on‐track for a 15 Sep 2011 completion date. 

Parking Deck 
1. Pour of the lower‐level on‐grade slab began last week and continues this week. 
2. Construction of the segmented retaining wall will begin in the next two weeks.  Installation of structural precast is scheduled to 

begin the first week of April. 
Office Building 

1. Approximately 75% of the on‐grade slab perimeter foundations are complete.  The east and south reinforced walls at the 
mechanical yard are complete. 

2. Structural steel erection is scheduled to begin the first week of April. 
3. The change order for addition of power requirements in the large meeting room was executed.  This issue is now closed. 
4. We remain on‐track for a 12 Apr 2012 completion date. 

Migration Projects 
1. WER continues to provide guidance in the selection and procurement of furnishings and fixtures. 
2. TME is in the final stages of the definition of requirements for A/V, network, telecomm, security hardware, and data center 

infrastructure.  Delivery of RFP drafts are expected prior to 1 April, as scheduled. 
3. The full Migration Project Team will meet for a half‐day planning session on Friday, 8 April to review the preliminary plans 

compiled by the sub‐teams and begin compilation of a single migration timeline. 
4. The Migration Project Team will validate the proposed budgets, or recommend changes, by the end of April 2011. 

Budget and Schedule Tracking Reports 
Budget and schedule tracking information is provided in the following two charts. 

 
 
 

 

Realized
Actual Budget Estimate to

Budget Item SPP Approved Project Expenditures Contractor ¹ Actual Variance Completion
Land  $        4,573,800   $             4,573,800  $      4,565,936  100.0% 100.0%  $      (7,864) $                       ‐ 
Ops/Data Center  $      25,541,000   $           24,895,868  $      3,245,266  12.5% 13.0%  $                ‐  $    21,650,602 
Construction   $      23,829,000   $           23,183,868  $      2,006,667  8.0% 8.7%  $                ‐  $    21,177,201 
Professional Fees  $        1,712,000   $             1,712,000  $      1,238,599  74.0% 72.3%  $                ‐  $          473,401 

Office Building  $      32,081,090   $           32,289,632  $      4,130,339  12.2% 12.8%  $                ‐  $    28,159,293 
Construction  $      29,298,200   $           29,506,742  $      2,553,940  8.0% 8.7%  $                ‐  $    26,952,801 
Professional Fees  $        2,782,890   $             2,782,890  $      1,576,399  57.0% 56.6%  $                ‐  $      1,206,491 

Totals  $      62,195,890   $           61,759,300  $    11,941,542  18.9% 19.3%  $      (7,864) $    49,809,895 

Budgets

¹ Estimates of projected work activity provided by Nabholz Construction Services.

Budget Analysis of the Facilities Construction Project
As of 28 March 2011

% of Completion
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1/1/2011 1/1/2012

4/12/2012
Office Building

Construction Complete /
Migration Begins 

10/1/2010
Operations Center

Construction Begins

1/15/2012
Operations Center
Migration Complete

9/15/2011
Operations Center

Construction
Complete /

Migration Begins

1/1/2011
Office Building

Construction Begins

9/30/2011
Current 

PW Lease Expiration

3/1/2012
IM Requirement

For DC Readiness

NEW FACILITIES PROGRAM
Program Schedule Tracking
High-Level Schedule Milestones as of March 28, 2011

5/1/2011
Bridge and Roads

Complete

5/28/2012
Office Building

Migration Complete
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OFFICE BUILDING 
(Taken 18 Mar 2011) 

 
 

 
 
View to east showing progress of on‐grade slab and finished mechanical yard walls.  Note the 

wood railing in the center of the picture, surrounding the elevator shafts. 
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OFFICE BUILDING 
(Taken 24 Mar 2011) 

 

 
 
View to southeast showing the completed walls of the mechanical yard at the Office Building. 
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OFFICE BUILDING 
(Taken 24 Mar 2011) 

 

 
 
View towards east showing preparations for pouring on‐grade slab for the Conference Center.
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OPERATIONS CENTER 
(Taken 18 Mar 2011) 

 

 
 
 

View towards east from west end of Office Building site showing installed precast walls around 
the hardened portion of the Operations Center. 
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OPERATIONS CENTER 
(Taken 18 Mar 2011) 

 

 
 

View of the north end of the Data Center, looking towards south, with precast walls in place. 
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OPERATIONS CENTER 
(Taken 18 Mar 2011) 

 

 
 

East wall of Operations Center as viewed from the Mechanical Yard. 
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OPERATIONS CENTER 
(Taken 24 Mar 2011) 

 

 
 

Block wall construction taking place in basement of Operations Center. 
   

99 of 119



 
OPERATIONS CENTER 
(Taken 18 Mar 2011) 

 

 
 

Site of the administrative portion of the Operations Center.  Note the foundation forms to the 
left.  The upper loading dock will be in the background near the small white track‐hoe. 
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OPERATIONS CENTER 
(Taken 18 Mar 2011) 

 

 
 

Interior of the hardened shell of the Operations Center.  This area will be the site of two rooms: 
the new Coordination Center and the new Data Center.  This space (19,000 ft2) is nearly as large 

as the entire Maumelle facility, office space included. 
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PARKING DECK 
(Taken 18 Mar 2011) 

 

 
 

Portion of the on‐grade slab that has been poured in the Parking Deck. 
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PARKING DECK 
(Taken 24 Mar 2011) 

 

 
 

View of southwest corner of the Parking Deck. 
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ROAD WORK 
(Taken 18 Mar 2011) 

 

 
 

View to northwest away from SPP site showing the traffic circle at the intersection of Worthen 
Drive and Kirk Road. 
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ROAD WORK 
(Taken 18 Mar 2011) 

 

 
 

View of new bridge on Kirk Road with road‐bed ballast in place. 
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ROAD WORK 
(Taken 18 Mar 2011) 

 

 
 

View of completed rock façade on bridge. 
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To: SPP Officers / Directors / Managers
From: Sheri Parish / Cindy Goodwin
Date: March 23, 2011
RE: February 2011 Financials

1). Financial Commentary:  Forecast to Budget Variances 

2).

3). Income Statement Actual Results Overview:  Current Month 
Actuals vs. Forecast, YTD Actual vs Budget, YTD Actual vs. Prior 
Year 

4). Balance Sheet:  Current Month vs. Ending Prior Year

5)

Memorandum

Attached are your February 2011 monthly financial reports. 

Financial Forecast Overview:  Full Year Forecast by Month vs. 
Budget vs. Prior Year 

Capital Projects S mmar :  YTD Act als s  B dget and F ll 5).

6).

Capital Projects Summary:  YTD Actuals vs. Budget and Full 
Year Forecast vs. Budget

Headcount Analysis:  Current Forecasted Headcount 
Compared to Budget by Department
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2011 FY 2011 FY Fav/(Unfav)
Forecast Budget Variance

Revenues $129,521 $129,399 $122 0.1%
Expenses 136,585 138,654 2,069 1.5%

Net Loss ($7,064) ($9,255) $2,191 23.7%

2011 FY 2011 FY Fav/(Unfav)
Forecast Budget Variance

Tariff Administration Service $71,280 $72,030 ($750) (1.0%)    
Fees & Assessments 25,407 24,264 1,143 4.7%
Contract Services & Misc Income 32,833 33,105 (271) (0.8%)    

Total Revenue $129,521 $129,399 $122 0.1%

2010 Financial Commentary
As of February 2011

(in thousands)

Summary

Revenue

Variances to full year budget are relatively immaterial at this time.

2011 FY 2011 FY Fav/(Unfav)
Forecast Budget Variance

Salary & Benefits $65,733 $65,168 ($565) (0.9%)    
Assessments & Fees 14,119 14,119 (0) (0.0%)    
Communications & Maintenanc 10,041 11,331 1,290 11.4%
Services 16,488 17,500 1,012 5.8%
Depreciation & Amortization 15,626 15,853 228 1.4%
Other Expenses 14,579 14,683 104 0.7%

Total Expense $136,585 $138,654 $2,069 1.5%

Expense

Most variances to full year budget are relatively immaterial at this time. Maintenance 
forecast was reduced by $1M, as the decision was made to pursue an equipment 
purchase in lieu of renewing maintenance on existing equipment.

Variances to full year budget are relatively immaterial at this time.
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Actual Actual Fcst Fcst Fcst Fcst Fcst Fcst Fcst Fcst Fcst Fcst FY 2011 FY 2011 Variance Variance
Jan-11 Feb-11 Mar-11 Apr-11 May-11 Jun-11 Jul-11 Aug-11 Sep-11 Oct-11 Nov-11 Dec-11 Forecast Budget Fav/(Unfav) Fav/(Unfav)

Income
Tariff Administration Service $6,139 $5,450 $5,811 $5,975 $5,979 $5,975 $5,979 $6,063 $5,975 $5,979 $5,975 $5,979 $71,280 $72,030 ($750) $64,277 $7,003
Fees & Assessments 2,460 1,863 2,076 2,116 2,106 2,116 2,106 2,116 2,116 2,106 2,116 2,106 25,407 24,264 1,143 22,145 3,262
Contract Services Revenue 2,325 1,991 2,342 2,332 2,338 2,342 2,332 2,332 2,342 2,336 2,334 2,342 27,686 28,031 (344) 23,215 4,471
Miscellaneous Income 370 482 447 507 292 467 457 337 582 372 442 392 5,147 5,074 73 6,267 (1,120)

Total Income 11,294 9,786 10,676 10,931 10,715 10,900 10,875 10,848 11,015 10,794 10,868 10,819 129,521 129,399 122 115,904 13,617

Expense
Salary 3,394 3,423 3,678 3,744 3,796 3,831 3,858 3,885 3,896 3,860 3,856 3,867 45,088 44,966 (122) 37,962 (7,126)
Benefits & Taxes 1,451 1,804 1,625 1,639 1,643 1,668 1,667 1,679 1,673 1,699 1,663 1,698 19,909 19,471 (438) 17,039 (2,870)
Continuing Education 56 35 71 132 55 77 54 48 69 49 44 46 736 731 (5) 483 (253)

        Salary & Benefits 4,902 5,261 5,374 5,516 5,493 5,576 5,578 5,612 5,639 5,609 5,563 5,611 65,733 65,168 (565) 55,484 (10,249)
Employee Travel 96 121 153 195 157 154 150 153 160 193 162 129 1,823 1,896 73 1,423 (400)
Administrative 234 165 320 277 348 301 343 151 194 511 202 247 3,293 3,468 175 2,891 (402)
Assessments & Fees 1,177 1,177 1,177 1,177 1,177 1,177 1,177 1,177 1,177 1,177 1,177 1,177 14,119 14,119 () 14,101 (18)
Meetings 73 59 58 129 73 82 90 63 94 152 55 83 1,012 1,051 39 774 (237)
Communications 278 261 233 244 244 258 314 314 328 314 314 328 3,432 3,408 (24) 3,079 (353)
Leases 152 152 155 155 156 156 156 156 156 159 159 159 1,870 1,876 6 1,707 (163)
Maintenance 565 575 572 530 522 504 507 503 582 580 586 582 6,608 7,922 1,314 6,333 (276)
Services 984 1,028 1,623 1,633 1,408 1,653 1,326 1,535 1,458 1,308 1,259 1,271 16,488 17,500 1,012 14,259 (2,229)
Regional State Committee 8 12 20 19 19 52 19 19 20 19 19 20 247 266 19 178 (69)
Depreciation & Amortizatio 1,098 1,080 1,189 1,098 1,067 1,039 1,141 1,110 1,700 1,720 1,694 1,690 15,626 15,853 228 14,173 (1,452)

FY 2010 
Actuals *

Southwest Power Pool
Forecast Overview
As of February 2011

CONSOLIDATED TOTAL
(in thousands)

Depreciation & Amortizatio 1,098 1,080 1,189 1,098 1,067 1,039 1,141 1,110 1,700 1,720 1,694 1,690 15,626 15,853 228 14,173 (1,452)
Total Expense 9,566 9,892 10,873 10,973 10,665 10,952 10,801 10,793 11,508 11,743 11,190 11,296 130,251 132,528 2,277 114,403 (15,848)

Other Income/(Expense)
Gain (Loss) on Sale of Fixed -             -             -             -             -             -             -             -             -             -             -             -             -             -                  -                    38 (38)
Other Income 4 12 -             -             -             -             -             -             -             -             -             -             16 -                  16 41 (24)
Interest Income 15 17 -             -             -             -             -             -             -             -             -             -             33 -                  33 34 (1)
Interest Expense (525) (586) (378) (670) (641) (611) (559) (518) (503) (476) (463) (453) (6,382) (6,126) (257) (3,431) 2,952
Swap Valuation -             -             -             -             -             -             -             -             -             -             -             -             -             -                  -                    53 53

Net Other Income (Expense) (505) (556) (378) (670) (641) (611) (559) (518) (503) (476) (463) (453) (6,334) (6,126) (208) (3,265) 2,941

Net Income (Loss) $1,222 ($663) ($575) ($712) ($591) ($662) ($485) ($463) ($996) ($1,425) ($785) ($930) ($7,064) ($9,255) $2,191 ($1,764) ($5,300)
#### 1,662,777 

2011 Headcount Actual/Fcst 461     469     505     515     523     531     537     537     539      539      539      541      541      
2011 Headcount Budget 495     508     518     522     525     534     543     543     545      546      539      541      541      

Over / (Under) Budget (34)      (39)      (13)      (7)        (2)        (3)        (6)        (6)        (6)        (7)        -          -          -          

* Preliminary and unaudited
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YTD YTD YTD YTD
Feb-11 Feb-11 Variance Feb-11 Feb-11 Variance Feb-11 Feb-2010 Variance
Actual Forecast Fav/(Unfav) Actual Budget Fav/(Unfav) Current Year Prior Year Fav/(Unfav)

Income
Tariff Administration Service $5,450 $6,003 ($553) $11,589 $12,005 ($416) $11,589 $10,261 $1,328
Fees & Assessments 1,863 1,993 (130) 4,323 4,334 (11) 4,323 4,351 (28)
Contract Services Revenue 1,991 2,331 (339) 4,316 4,661 (344) 4,316 3,563 754
Miscellaneous Income 482 337 145 852 779 73 852 641 211

Total Income 9,786 10,663 (877) 21,080 21,779 (699) 21,080 18,815 2,265

Expense
Salary 3,423 3,420 (3) 6,817 7,227 410 6,817 6,094 (723)
Benefits & Taxes 1,804 1,470 (334) 3,255 3,138 (117) 3,255 3,258 3
Continuing Education 35 57 22 91 78 (13) 91 61 (30)

        Salary & Benefits 5,261 4,947 (315) 10,163 10,442 279 10,163 9,414 (749)
Employee Travel 121 130 9 218 289 71 218 158 (60)
Administrative 165 360 194 400 797 397 400 456 57
Assessments & Fees 1,177 1,177 (0) 2,353 2,353 2,353 2,127 (227)
Meetings 59 74 15 132 181 49 132 110 (21)
Communications 261 253 (8) 539 498 (41) 539 445 (94)

Southwest Power Pool
Actual Results Overview

For the Month Ending February 28, 2011
(in thousands)

Current Month Compared to Forecast

Communications 261 253 (8) 539 498 (41) 539 445 (94)
Leases 152 155 3 304 310 6 304 277 (27)
Maintenance 575 565 (10) 1,140 1,307 168 1,140 812 (328)
Services 1,028 1,551 522 2,012 3,073 1,061 2,012 2,229 216
Regional State Committee 12 19 7 20 39 19 20 45 25
Depreciation & Amortization 1,080 1,194 114 2,178 2,406 228 2,178 2,789 611

Total Expense 9,892 10,425 532 19,459 21,695 2,236 19,459 18,861 (598)

Other Income/(Expense)
Gain (Loss) on Sale of Fixed Asset -                  -                  -                     -                  -                  -                   -                     -                  -                  
Other Income 12 -                  12 16 -                  16 16 (10) 26
Interest Income 17 -                  17 33 -                  33 33 4 29
Interest Expense (586) (411) (175) (1,110) (854) (257) (1,110) (711) (400)
Swap Valuation -                  -                  -                     -                  -                  -                   -                     -                  -                  

Net Other Income (Expense) (556) (411) (145) (1,062) (854) (208) (1,062) (717) (344)

Net Income (Loss) ($663) ($173) ($490) $560 ($770) $1,330 $560 ($763) $1,323
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(Unaudited)
($000) 2/28/2011 12/31/2010 Variance

ASSETS
    Current Assets
        Cash & Equivalents $70,435 $81,742 ($11,307)
        Restricted Cash Deposits 26,395 25,367 1,028
        Accounts Receivable (net) 15,181 18,052 (2,871)
        Other Current Assets 7,059 3,393 3,666
    Total Current Assets 119,070 128,554 (9,484)

    Total Fixed Assets 48,026 44,526 3,500
    Total Other Assets 1,766 1,987 (221)
    Investments 713 652 61
TOTAL ASSETS 169,575 175,718 (6,143)

LIABILITIES & EQUITY
    Liabilities
        Current Liabilities
            Accounts Payable (net) 7,764 10,474 (2,710)
            Customer Deposits 26,449 25,633 816
            Current Maturities of LT Debt 13 206 13 206 0

Southwest Power Pool
Balance Sheet

As of February 28, 2011
(in thousands)

            Current Maturities of LT Debt 13,206 13,206 0
            Other Current Liabilities 20,964 22,965 (2,001)
            Deferred Revenue 4,532 6,315 (1,783)
        Total Current Liabilites 72,915 78,593 (5,678)
        Long Term Liabilities
            Floating Senior Note - 2014 16,000 16,000 0
            5.45% Senior Notes - 2016 27,000 27,000 0
            US Bank Mortgage - 2027 4,112 4,163 (51)
            4.82% Series-A Senior Notes - 2042 30,000 30,000 (0)
            4.82% Series-B Senior Notes - 2042 35,000 35,000 (0)
            Other Long Term Liabilities 4,217 6,031 (1,814)
        Total Long Term Liabilities 116,329 118,195 (1,866)
            Net Income 560 (1,764) 2,324
            Members' Equity (20,229) (19,306) (923)
        Total Members' Equity (19,669) (21,070) 1,401

TOTAL LIABILITIES & EQUITY $169,575 $175,718 ($6,143)
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SOUTHWEST POWER POOL
2011 FORECAST

PROJECT OVERVIEW, DESCRIPTIONS ANALYSIS

ACTUAL ACTUAL FCST FCST FCST FCST FCST FCST FCST FCST FCST FCST FY 2011 FY 2011 Over/(Under)
Owner Jan-11 Feb-11 Mar-11 Apr-11 May-11 Jun-11 Jul-11 Aug-11 Sep-11 Oct-11 Nov-11 Dec-11  Forecast BUDGET Budget

PRPC Projects (in thousands)
Future Markets Debbie James $239 $851 $896 $896 $1,205 $1,055 $4,977 $1,399 $1,266 $1,061 $1,061 $1,061 $15,968 $17,117 ($1,149)
High Availability Barbara Sugg $1,089 $9 -             $180 $190 $681 $490 $80 $190 $90 -             -             $2,998 $1,360 $1,638
Consolidated Balancing Authority L.Nickell/S.Brown -              -                -             -             -             -             $30 $30 $30 $30 $30 $30 $180 $180 -                       

Future Markets Initiatives Total $1,327 $859 $896 $1,076 $1,395 $1,736 $5,497 $1,509 $1,486 $1,181 $1,091 $1,091 $19,146 $18,657 $489
New Facilities Construction Tom Dunn $25 $1,406 $4,706 $4,843 $4,980 $4,384 $3,526 $1,465 $1,465 $1,465 $586 $586 $29,433 $40,009 ($10,576)
Decommission Plaza West & Chenal Offices Malinda See -              -                -             -             -             -             -             -             -             -             -             -             -               -               -                       
New Facility-New Office Building Furnishings Malinda See -              -                -             -             -             $1,000 -             -             $9,000 -             -             -             $10,000 $10,000 -                       
New Facility-Hardware for New Data Center * Tom Burdick -              -                -             -             -             -             $6,690 -             -             -             -             -             $6,690 $6,690 $0
New Facility-Operations Hardware - Office Support Richard Bell -              -                -             -             -             -             $791 -             -             -             -             -             $791 $791 -                       
New Facility-Security Infrastructure-Office/Campus Mike Wilkerson -              -                -             -             -             -             -             -             $169 $171 $100 -             $440 $440 -                       
New Facility-Telecom/Network/Security * Mike Wilkerson -              -                -             -             -             -             $146 $5,717 $784 $29 $105 -             $6,781 $6,221 $560

New Facility Initiatives Total $25 $1,406 $4,706 $4,843 $4,980 $5,384 $11,153 $7,182 $11,418 $1,665 $791 $586 $54,135 $64,151 (10,016)
EMS Upgrade R.Thornton/B.Bressers -              -                $72 $100 $100 $100 $100 $100 -             -             -             -             $572 $572 -                       
Centralized Modeling Tool Casey Cathey -              -                -             -             -             -             -             -             -             -             -             -             -               -               -                       
EMS Enhancements-Foundation Kevin Bates -              $2 $25 -             $25 -             -             -             $25 -             $25 -             $102 $100 $2
PRR176 Demand Response in the EIS Market Casey Cathey -              -                $568 -             -             -             $284 -             -             $568 -             -             $1,420 $1,420 -                       
Improved Intermittent Resource Integr-Real-Time OpJSmith/Bnewlin/CJBrown $46 $1 -             $25 -             $50 -             -             $100 -             -             -             $221 $225 (4)
Implement Mandatory Compliance Standards Sam Ellis -              -                $100 -             -             -             $100 -             -             $100 -             -             $300 $300 -                       
PRR 211 CJ Brown -              -                $150 -             -             $150 -             -             -             -             -             -             $300 $300 -                       
PRR Implementation Foundation CJ Brown -              $27 -             -             $75 -             -             -             $75 -             -             -             $177 $150 $27
Add - Remove SPP Market Entities (BAs, MPs, etc.) Eddie Watson -              $16 -             -             -             -             $10 -             -             -             -             -             $26 $50 ($24)
E-terra Vision Implementation Kevin Bates -              -                -             -             -             -             -             -             -             -             -             -             -               $35 ($35)
Model Change Submission Tool C.Cathey/E.Watson -              -                -             -             -             -             -             -             -             -             -             -             -               -               -                       
Replace OPS1 Outage Coordination Scheduler Jason Smith $35 -                $10 $10 $10 -             -             -             -             -             -             -             $65 $430 ($365)

Operations Initiatives Total $81 $45 $925 $135 $210 $300 $494 $100 $200 $668 $25 -             $3,183 $3,582 (399)
ITP Data Repository ** Keith Tynes -              -               -             -             -             -             $42 -             -             -             -             -             $42 $92 (50)
STEP Project Tracking Database Implementation Tony Green -              -                $10 $10 $10 -             -             -             -             -             -             -             $30 $50 ($20)
Credit Process Stack List Analysis John Mills -              -                $40 $40 $40 $40 $40 $40 $40 $40 -             -             $320 $400 ($80)
Load Forecasting Tool ** John Mills -              -               $35 $35 $35 $35 $35 $35 $70 -             -             -             $280 $350 (70)
Stochastic Modeling Tool** John Mills -              -               $15 $15 $15 $15 $15 $15 $30 -             -             -             $120 $150 (30)

Engineering Initiatives Total -              -                $100 $100 $100 $90 $132 $90 $140 $40 -             -             $792 $1,042 (250)
e Tariff Phase II Heather Starnes (22) $22 $19 $19 $19 $19 $19 $19 $19 $19 $19 $19 $192 $230 ($38)e-Tariff Phase II Heather Starnes (22) $22 $19 $19 $19 $19 $19 $19 $19 $19 $19 $19 $192 $230 ($38)

Regulatory Initiatives Total (22) $22 $19 $19 $19 $19 $19 $19 $19 $19 $19 $19 $192 $230 (38)
SPP Budgeting & Forecasting System Scott Smith -              -                $30 $10 -             -             -             -             -             -             -             -             $40 $40 -                       
Portal API Transmission Settlements Philip Bruich -              -                -             -             -             -             -             -             -             -             -             -             -               -               -                       
Settlements Data API Philip Bruich -              -                -             -             -             -             -             -             -             -             -             -             -               -               -                       
TLR Settlements Automation Philip Bruich -              -                -             -             -             -             -             -             -             -             -             -             -               -               -                       
SLIP Tool Enhancement Philip Bruich -              -                -             -             -             -             -             -             -             -             -             -             -               -               -                       

Administration Initiatives Total -              -                $30 $10 -             -             -             -             -             -             -             -             $40 $40 -                       
External Facing Service Desk RJ Robertson -              -                -             -             -             $2 -             -             -             -             -             -             $2 $2 -                       
Dispatcher Training Simulator Enhancement Jim Gunnell -              -                $98 $98 $98 $98 -             -             -             -             -             -             $392 $588 ($196)

Process Integrity Initiatives Total -              -                $98 $98 $98 $100 -             -             -             -             -             -             $394 $590 (196)

Total PRPC Managed Projects $1,410 $2,333 $6,774 $6,281 $6,802 $7,629 $17,295 $8,900 $13,264 $3,574 $1,926 $1,696 $77,882 $88,292 (10,410)
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SOUTHWEST POWER POOL
2011 FORECAST

PROJECT OVERVIEW, DESCRIPTIONS ANALYSIS

ACTUAL ACTUAL FCST FCST FCST FCST FCST FCST FCST FCST FCST FCST FY 2011 FY 2011 Over/(Under)
Owner Jan-11 Feb-11 Mar-11 Apr-11 May-11 Jun-11 Jul-11 Aug-11 Sep-11 Oct-11 Nov-11 Dec-11  Forecast BUDGET Budget

Non-PRPC Projects (in thousands)
PER-005 Job Task Analysis and Assessment Sam Ellis -              -                -             -             -             -             -             -             -             -             -             -             -               -               -                       
MOS Enhancements Foundation CJ Brown $21 $15 -             $50 -             -             -             -             $50 -             -             -             $135 $100 $35
OATI Enhancements Casey Cathey $11 $70 -             $100 -             -             -             -             $100 -             -             -             $281 $200 $81
Improve Utilization of SPP Transmission System L.Nickell/B.Bressers -              -                -             -             -             -             -             -             -             -             -             -             -               -               -                       
Interregional Situational Awareness Phase 2 Jason Smith -              -                -             -             -             -             -             -             -             $20 -             -             $20 $20 -                       

Operations Initiatives Total $31 $85 -             $150 -             -             -             -             $150 $20 -             -             $436 $320 $116
ITP10 Benefit and Robustness Determination Keith Tynes -              -                -             -             -             -             -             $25 $25 $25 $25 $25 $125 $125 -                       
ITP Resource Integration and Stochastic Tool Keith Tynes -              -                -             -             -             -             -             -             -             -             -             -             -               -               -                       

Engineering Initiatives Total -              -                -             -             -             -             -             $25 $25 $25 $25 $25 $125 $125 -                       
2011 IT Apps Foundation Annette Holbert -              -                $77 -             -             -             -             -             -             -             -             -             $77 $77 -                       
2011 IT Data Management Foundation Bobby Reynolds -              -                $77 -             -             -             -             -             -             -             -             -             $77 $91 ($14)
2011 IT Server Admin Foundation Tom Burdick $119 $21 $215 $19 -             $110 $30 $15 $58 -             $139 -             $725 $859 ($134)
2011 IT Service Management Foundation John Kelly $27 $16 $11 $103 $74 $74 $234 $349 $40 $290 $22 -             $1,240 $1,215 $25
2011 IT Environment Ops Foundation Larry Buster -              -                $10 -             -             -             $13 -             -             $8 $15 -             $45 $45 -                       
2011 IT Tele/Network/Security Foundation Mike Wilkerson $59 $145 $92 -             -             $78 -             $90 $235 -             -             -             $699 $477 $222
CIP (Ver 4) Project Phillip Propes -              -                -             -             $13 -             -             -             $15 -             -             -             $28 $118 ($90)

IT Initiatives Total $204 $182 $482 $122 $87 $262 $277 $454 $348 $297 $176 -             $2,890 $2,882 $9
IA GP/Rockton License Lauren Krigbaum $4 -                -             -             -             -             -             -             -             -             -             -             $4 $4 $0

Process Integrity Initiatives Total $4 -                -             -             -             -             -             -             -             -             -             -             $4 $4 $0
AREVA ETS Foundation Philip Bruich -              -                -             -             $75 -             -             $50 -             -             $75 -             $200 $250 ($50)

Administration Initiatives Total -              -                -             -             $75 -             -             $50 -             -             $75 -             $200 $250 (50)

Total PRPC Managed Projects $240 $267 $482 $272 $162 $262 $277 $529 $523 $342 $276 $25 $3,656 $3,581 $75

TOTAL PROJECTS $1,650 $2,600 $7,256 $6,553 $6,964 $7,891 $17,571 $9,429 $13,786 $3,916 $2,202 $1,721 $81,538 $91,872 (10,334)
2010 Unbudgeted Carry Over Items

2010 Unbudgeted Furniture & Fixtures $1 $18 -             -             -             -             -             -             -             -             -             -             $20 -               $20
2010 Unbudgeted Leasehold Improvements $5 $21 -             -             -             -             -             -             -             -             -             -             $26 -               $26
Enterprise Records Management System (ERMS) Lauren Krigbaum (204) $89 -             -             -             -             -             -             -             -             -             -             (115) -               ($115)

-              -                -             -             -             -             -             -             -             -             -             -             -               -               -                       -              -                -             -             -             -             -             -             -             -             -             -             -               -               -                       
-              -                -             -             -             -             -             -             -             -             -             -             -               -               -                       

2010 Unbudgeted Carry Over Items (198) $129 -             -             -             -             -             -             -             -             -             -             (69) -               (69)

TOTAL PROJECTS INCLUDING UNBUDGETED CARRYOVER $1,452 $2,728 $7,256 $6,553 $6,964 $7,891 $17,571 $9,429 $13,786 $3,916 $2,202 $1,721 $81,469 $91,872 (10,404)

  * New Facility costs include IT refresh expense which will coincide with the building move ($1.5 data center hardware/$1.9 Telecom/Network/Security - total $3.4).
** Highlighted projects are new to 2011.  All other projects are carryover projects.
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Current Month Actual vs. Budget  Forecast vs. Budget
Actual Budget Over/(Under) FY 2011 FY 2011 Over/(Under)

February February Budget Forecast Budget Budget

Administration 0 0 0 0 0 0
Officers 11 10 1 10 10 0
Accounting 11 11 0 11 11 0
Credit 3 3 0 3 3 0
Human Resources 20 21 (1) 21 21 0
Settlements 16 18 (2) 22 22 0

Total Administration 61 63 (2) 67 67 0

Inter-Regional Affairs 1 1 0 1 1 0
Project Management 10 12 (2) 12 12 0
Training 6 7 (1) 9 9 0
Customer Service 6 5 1 7 7 0
Reliability Standards 2 2 0 2 2 0
Process Management 1 1 0 1 1 0
Transmission Development 7 7 0 7 7 0

Total Process Integrity 33 35 (2) 39 39 0

SPP Compliance 11 12 (1) 13 13 0
Communications 2 2 0 3 3 0
Market Monitoring 10 12 (2) 13 13 0
Internal Audit 5 5 0 5 5 0

Total Compliance & Corporate Affairs 28 31 (3) 34 34 0

Total SPP Regional Entity 24 28 (4) 29 29 0

Southwest Power Pool
Headcount Analysis

As of February 28, 2011

Total Information Technology 113 124 (11) 132 132 0

Total Markets 4 5 (1) 5 5 0

Total Operations 106 117 (11) 126 126 0

Total Engineering 41 45 (4) 46 46 0

Total Contract Services 41 42 (1) 43 43 0

Total Regluatory Policy & General Counsel 18 18 0 20 20 0

TOTAL HEADCOUNT 469 508 (39) 541 541 0
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  2011 Job Tracker
3/23/2011

Req. # Position Approve
d Hire 
Date

Dept 
#

Dept Name Reports To Statu
s

Candidate Selected External 
Hire

11-001 Training & Education Compliance E Jan-11 170 R.E. Administration Alice Wright
11-002 Administrative Assistant I Jan-11 170 R.E. Administration Alice Wright Andrea Quinn (Doucette)
11-003 Lead Compliance Engineer Jan-11 130 R.E. Compliance Ron Ciesiel Debora Currie
11-004 Lead Compliance Engineer Jan-11 170 R.E. Administration Alice Wright
11-005 Enforcement Attorney Jan-11 180 R.E. Enforcement Joe Gertsch
11-006 Facilities/Corporate Services Manag Jan-11 150 Human Resources Malinda See
11-007 Manager, Market Settlements Jan-11 160 Settlements Philip Bruich Tony Alexander
11-008 Settlement Analyst II Jan-11 160 Settlements T. Alexander Tim Smith
11-009 Sr. Market Analyst Jan-11 720 Market Monitoring Alan McQueen
11-010 Engineer II, Forecast Jan-11 895 Market Support & AnalysisCasey Cathey Chris Davis
11-011 Engineer II, Reliability Unit CommitmJan-11 895 Market Support & AnalysisCasey Cathey David Gray
11-012 Sr. Engineer, Market Support & Ana Jan-11 895 Market Support & AnalysisCasey Cathey
11-013 Engineer I, Reliability Unit Commitm Jan-11 895 Market Support & AnalysisCasey Cathey Zachary Sharp
11-014 Engineer II, Congestion Hedging Jan-11 450 Congestion Hedging Mak Nagle Jason Robinson
11-015 Lead Engineer, Congestion Hedgin Jan-11 450 Congestion Hedging Mak Nagle Ty Mitchell
11-016 Planning Analyst III Jan-11 8000 Contract Services K. Prewitt Cary Frizzell
11-017 Project Analyst II Feb-11 560 Project Management Tom Carnes
11-018 Project Analyst II Feb-11 560 Project Management Tom Carnes
11-019 Lead IT Specialist Feb-11 510 IT Applications A. Holbert Steve Morris
11-020 Sr. Vendor Manager Feb-11 510 IT Applications A. Holbert Julie Bittle
11-021 Service Desk Analyst (Part-Time) Feb-11 575 Service Management John Kelly Megan Treet
11-022 Service Desk Analyst (Part-Time) Feb-11 575 Service Management John Kelly Mark Rucker
11-023 Service Desk Analyst (Part-Time) Feb-11 575 Service Management John Kelly Alex Watkins
11-024 Service Desk Analyst (Part-Time) Feb-11 575 Service Management John Kelly Andrew Spillers
11-025 Service Desk Analyst (Part-Time) Feb-11 575 Service Management John Kelly
11-026 Service Desk Analyst (Part-Time) Feb-11 575 Service Management John Kelly
11-027 Service Desk Analyst (Part-Time) Feb-11 575 Service Management John Kelly
11-028 Service Desk Analyst (Part-Time) Feb-11 575 Service Management John Kelly
11-029 Operations Analyst III Feb-11 840 Markets Administration Sam Ellis
11-030 Sr. Systems Events Analyst Mar-11 230 SPP Compliance TBD
11-031 Instructional Designer/Trainer Mar-11 340 Training Jim Gunnell
11-032 Market Trainer and Performance Su Mar-11 340 Training Jim Gunnell
11-033 Writer/Communications Specialist Mar-11 310 Communications Emily Pennel
11 034 Market Operator III EIS Market Mar 11 840 Markets Administration CJ Brown11-034 Market Operator III, EIS Market Mar-11 840 Markets Administration CJ Brown
11-035 Sr. Engineer, Reliability Compliance Mar-11 870 Operations Eng. Anal & SuJason Smith
11-036 Sr. Engineer, Tariff Compliance Sup Mar-11 885 Tariff Admin & AFC Supp Jason Davis
11-037 Supervisor, Reliability Coordination Mar-11 8142 RC South Don Shipley Heath Martin
11-038 Sr. Business Analyst Mar-11 450 Congestion Hedging Mak Nagle
11-039 Settlement Analyst II Mar-11 160 Settlements T. Alexander
11-040 Customer Relations Representative Apr-11 320 Customer Service RJ Robertson Sonya Hall
11-041 IT Specialist II Apr-11 510 IT Applications Steve Morris
11-042 Sr. Data Analyst Apr-11 530 Data Management B. Reynolds
11-043 Regulatory Policy Analyst I Apr-11 900 Regulatory H. Starnes
11-044 Sr. Settlement Analyst May-11 160 Settlements T. Alexander Kim Farris
11-045 Sr. Settlement Analyst May-11 160 Settlements T. Alexander David Daniels
11-046 Settlement Analyst II Jun-11 160 Settlements T. Alexander
11-047 IT Specialist I Jun-11 510 IT Applications A. Holbert
11-048 Sr. IT Specialist Jun-11 510 IT Applications A. Holbert
11-049 IT Specialist I Jun-11 510 IT Applications A. Holbert
11-050 IT Specialist II, Environmentals Jun-11 580 Networking Stan Chapman Michael Bechtel
11-051 Market Analyst II Jun-11 720 Market Monitoring TBD
11-052 Engineer I, RealTime Shift Support Jun-11 880 Real Time & Current Day EScott Aclin
11-053 Engineer I, RealTime Shift Support Jun-11 880 Real Time & Current Day EScott Aclin
11-054 Regulatory Policy Supervisor Jun-11 900 Regulatory H. Starnes
11-055 Customer Relations Representative Jul-11 320 Customer Service RJ Robertson
11-056 IT Specialist I Jul-11 580 Networking Tom Burdick
11-057 Engineer II, Outage Coordinator Sep-11 870 Operations Eng. Anal & SuJason Smith
11-058 Engineer I, Operations Forensics Sep-11 895 Market Support & AnalysisCasey Cathey
11-059 IT Specialist II Oct-11 575 Service Management J. Morrison
11-060 Supervisor, EIS Market Dec-11 850 Modeling & Data Integrity Kevin Bates
11-061 Engineer I, RUC DAM Modeling & D Dec-11 850 Modeling & Data Integrity Kevin Bates
11-062 EIT Jan-11 400 Transmission DevelopmenJay Caspary Michael Ray
11-063 EIT Jan-11 400 Transmission DevelopmenJay Caspary Ricky Finkbeiner
11-064 Operator III, Tariff Adminitration Jan-11 810 Tariff Administration J. Womack
11-065 Lead Compliance Engineer - CIP Jan-11 130 R.E Compliance Joe Gertsch
11-066 Sr. Engineer Jan-11 410 Steady State Planning Keith Tynes 115 of 119



  2011 Job Tracker
3/23/2011

Req. # Position Approve
d Hire 
Date

Dept 
#

Dept Name Reports To Statu
s

Candidate Selected External 
Hire

11-067 Planning Analyst I Jan-11 420 Trans Serivce Studies Steve Purdy
11-068 Sr. Market Engineer or Sr. Market A Jan-11 710 Market Design Debbie James
11-069 Supervisor, Market Settlements Feb-11 Settlements
11-070 OIT Feb-11 Tarriff Administration J. Womack
11-071 Sr. IT Specialist Feb-11 Server Administration Tom Burdick
11-072 Engineer I Feb-11 Real Time & Current Day EScott Aclin
11-073 Business Analyst II Feb-11 Applications Support A. Holbert
11-074 Engineer I Feb-11 Mkt. Support/Analysis Casey Cathey Justin Cochran
11-075 Vendor Manager PENDING 510 IT Apps Reliability, Tariff/SAngelica Ivester
11-076 Sr. Operator PENDING 890 Balancing & Interchange Shari Brown
11-077 Sr. Operator PENDING 8142 Reliability Coordination Don Shipley
11-078 Settlement Analyst PENDING 160 Settlements Tony Alexander
11-079 Sr. Operator PENDING 820 Reliability Coordination Terry Oxandale
11-080 Operator II PENDING 830 Interchange Lisa Carter
11-081 Business Analyst II PENDING 460 Economic Planning Jody Holland

2011 YTD Budgeted Additions (New) Hires 21
2011 YTD Replacement Hires 3 Inactive 31             
2011 YTD Total Hires 24 Active, Not Posted -            
Number of External Hires 14 Active, Posted 26             

Filled 24             

Note:  Replacement Headcount Highlighted in Yellow - 2011 Req's sequence 11-001 thru 11-061 Hire Legend
Internal
External

01/31 Ending Headcount 461

02/01 New Hires 8

02/28 Ending Headcount 469  
03/01 New Hires / Resignation 6

03/01 Current Headcount 475

2010 Open (not reflected in this report) 10

2011 Open (31 inactive / 26 posted) 57

4th Quarter Retirement -1

Status Legend

Note:  Information above ties to 03/01/2011 Headcount

4th Quarter Retirement

Total Targeted Headcount 541
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Southwest Power Pool, Inc. 
SPP FINANCE DEPARTMENT 

Memo to the SPP Executive Group 
March 11, 2011 

2012 Budget Process 
 

Organizational Roster 

The following persons are members of the SPP Executive Group: 

Nick Brown Tom Dunn 
Carl Monroe Stacy Duckett 
Les Dillahunty Barbara Sugg 
Michael Desselle Lanny Nickell 
Paul Suskie Bruce Rew 

 

Background 

Per SPP’s membership agreement, SPP is required to prepare an annual budget of expenditures for the 
next fiscal year.  This memo is intended to inform the SPP Executive Group of the plan to develop the 
2012 SPP budget and present an administrative fee recommendation to the SPP Board of Directors. 

 

Approach 

For the 2012 budget, SPP will utilize a zero-based budgeting methodology and associated bottom-up 
approval process of each detailed line item.  Implementation of the zero-based approach begins at the 
manager level, with managers providing line item detail for all operating expenses anticipated for the 
upcoming year.  These expenses are justified for final approval at the Director level and ultimately 
affirmed by each Officer.  In addition, the capital/project budget will be developed concurrently with the 
operating budget.  This approach is designed to align with strategic business direction proposed by SPP’s 
management team.  .  The following bullet points outline the budget development activities in 
chronological order: 

• May 5, 2011 – SPP Strategic Planning Retreat – The documented strategic initiatives resulting 
from this retreat serve as the primary driver of SPP’s budget scope.   

• May 17, 2011 – SPP Executive Planning Meeting – Tom Dunn leads the SPP executives through 
a discussion of their specific budget responsibilities as well as full year financial projections. 

• May 23, 2011 – SPP Management Planning Meeting – SPP’s executives lead a half-day 
discussion with SPP managers to discuss initiatives resulting from the strategic planning retreat 
and the executive planning meeting.  Additionally, Staff provides instruction on utilizing the 
various templates and tools for both operating and capital budget preparation and presents the 
timeline for completion and executive approval. 

• May 30, 2011 – 2012 Budget Templates Distribution – Excel-based budget templates are 
distributed to managers with detailed budgeting responsibilities as determined by SPP’s 
directors and executives (not all managers are responsible for budget development).  Managers 
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are expected to populate the templates with anticipated expenditures for 2012 by month (2013 & 
2014 annually).  Any operating expenses resulting from the capital/project budget process are 
included in the operating templates in addition to the project templates.  During the budget 
timeline, each manager is expected to review detailed budgets with their appropriate department 
executive.  Staff monitors this process, sets up meetings as necessary with managers to offer 
assistance, and answers questions during the budgeting process. 

• June 2, 2011 – Project Review and Priority Committee (PRPC) Meeting – The PRPC meeting 
kicks off the capital/project budgeting process.  The PRPC meets bi-weekly in June and July to 
develop a portfolio of expected project activities based on strategic planning initiatives and 
resource utilization.  The SPP Controller is a voting member of this committee and assists in 
monitoring the process.  For the budget, management documents each project in templates 
containing narrative descriptions and associated financial data.  The project templates include a 
description of the project, justification of the need, business impact, urgency, deliverables, 
deadlines, risks and timelines, as well as detailed dollar estimates to complete the project.  Staff 
sets up individual interim meetings to touch base with project owners, offer assistance and 
answer questions.  Prior to the July 22 deadline, the PRPC provides a final list of recommended 
projects for the upcoming three year plan. 

• July 22, 2011 – 2012 Operating and Capital Budget Templates Due – This is the deadline for both 
operating and capital budget templates to be submitted to Staff.  Each executive is required to 
submit written confirmation of approval of their associated department budgets and that their 
budget complies with all aspects of the budget process.  Once all templates are received, Staff 
consolidates the data to create a total SPP budget. 

• July 28, 2011 – 2012 Staffing Review Meeting – Prior to this meeting, justification templates for 
each incremental position request are submitted to Staff and consolidated into a review packet 
for the meeting.  Each justification template includes detailed descriptions of the primary need for 
the position, major functions of the position, benefits to SPP and members, anticipated start date 
and grade level.  As a group, SPP Directors and Officers review all SPP staffing assumptions 
and make recommendations for final approval of incremental staffing levels. 

• August 24, 2011 – Executive Budget Package Review – After the detailed templates are turned in 
and the incremental staffing recommendations have been made, Staff packages the budget 
documents, including an administrative fee recommendation for the upcoming year.  Staff then 
provides executive summary and budget narrative for review by the SPP executive team, who in 
turn provides feedback and comments.  Once all changes are incorporated, the budget package 
is distributed to the SPP Finance Committee on Thursday September 22, 2011. 

• September 29, 2011 – SPP Finance Committee Meeting –   The budget package, including a 
recommendation for the administrative fee, will be presented to the Finance Committee for 
review.  After discussion and recommendations from the Finance Committee, Staff will make 
necessary revisions for final presentation of the budget at the SPP Finance Committee meeting 
on Friday, October 14, 2011. 

• October 14, 2011 – SPP Finance Committee Meeting –   The Finance Committee will review the 
final budget presentation for approval of the budget and upcoming administrative fee. 

• Note – Staff works in conjunction with Scott Noble, Manager of Business Process Improvement, 
to document, quantify and forecast staff efficiencies and cost savings planned for future 
implementation as measured against baseline performance metrics.  These projections will be 
presented in the final budget package.  Additionally, the Project Review and Prioritization 
Committee (PRPC) has implemented an enhanced pre-ranking analysis for all requested 
development projects.   The enhanced process will require a more rigorous estimate of scope 
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and total cost (human resources and investment capital) and an estimate of the benefits to be 
realized by the project and a methodology for measuring the benefits.   All projects will have an 
Internal Rate of Return (IRR) calculated prior to project prioritization.   This process will lay the 
foundation for SPP to be able to better track the projected and realized benefits of process 
improvement and cost reduction projects.  Plans are to develop quarterly reports of realized 
benefits for the Finance Committee. 
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