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SOUTHWEST POWER POOL 
Z2 TASK FORCE MEETING 

March 8, 2017 
AEP Offices, Dallas, TX 
9:00 p.m. – 3:00 p.m. 

Agenda Item 1 – Call to Order, Introductions and Welcome 
Denise Buffington, Task Force Chair, called the meeting to order and welcomed everyone to 
Dallas, TX.  There were 23 in attendance (Attachment 1 – Attendance List) and several on the 
phone and Webex.   The objective of the meeting was to review the PJM and MISO processes 
for ILTCR’s and work to narrow down the proposals the Task Force is reviewing.  The Task Force 
would then work on developing details to prepare a recommendation for MOPC.  This would 
provide focused effort on an improvement recommendation for the MOPC no later than July.   

Agenda Item 2 – Review of MISO and PJM ILTCR’s 
Zac Joundi with MISO and Tim Horger with PJM updated the task force on their processes 
dealing with ILTCR’s.  The following captures the major points and questions discussed. 

MISO Focused 
MISO runs ILTTRs once a year Sept-Dec, to determine awards for merchant upgrades. 

MISO does not award transmission credits to direct assignment of cost upgrades. (see action 
items) 

MISO and PJM both use a "reference year" to determine eligibility for initial ARRs. 

MISO: Merchant projects eligible for ITRRs? Zak – Yes. 
Does MISO allow Transmission Customer to ask for service and designate a resource for their 
load? MISO – Yes.  What about upgrades needed to provide transmission service?  Does NITS 
customer receive ARRs? Zak – Yes there are two avenues for this, IARRs or ARRS. 

· Yearly, MISO members can make changes to their portfolio to be "more reflective of
resources they currently have".  Run feasibility to make sure that new ARRs do not 
negatively impact other ARR holders 

o In MISO 30-40% of what's asked for is granted in this process

MISO and PJM: An example, also known as the Goober and Gomer story, was provided to 
discuss how an initial GI customer would pay for an interconnection substation and the 
subsequent customer would not have to provide compensation when connecting through that 
substation.  The first entity would be the only one in MISO to capture the IARRs. Second entity 
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would not have to provide compensation and therefore not receive any IARR’s.  PJM stated the 
first entity who spent majority of money gets the rights. The second entity who didn’t pay as 
much or paid nothing gets little to no rights.  So it would be based on money paid and SFT 
done.  Is there any cost sharing on that substation or is second entity free rider?  PJM - free 
rider. MISO – the same but had more GI cost allocation questions from group. See action items. 
 
PJM focused 
PJM rarely gives out incremental ARRs for Generation Customers 

· Is there double dip with load based ARRs actually using the hedge? Because PJM pretty 
much does not give ARRs for GIs they do not double dip. They would watch for that if 
they ever had the scenario. 

PJM has Capacity Transfer Rights given for direct assignment of GI cost, which is delivery of 
capacity in the PJM Capacity Market. 

· Determine between LBAs by powerflow analysis. 
· The capacity market takes care of DNR vs capacity resources.  Resources (GI customers) 

have to declare to be energy only or capacity based. Load has access to all gen and PJM 
will figure out how the capacity requirements of the market BA are met.  NITS 
customers can try to get rights that reflect that answer. 

PJM will evaluate paths for MW quantity of ARRs and tell what upgrades are required in order 
to receive them.  

· Capped at 100% of request (i.e. if more available, it's not awarded and can actually be 
lowered as low as 80% in a restudy) 

PJM has an RTEP Incremental ARR, specifically allocated to Transmission Customers based on 
Regional Transmission Upgrades 

· Regional projects’ costs are allocated to customers via load ratio share. PJM has some 
customers that receive some of these cost, but are not a network customer and this is a 
way to give to merchant customers that aren’t NITS customers. Example would be 9 
NITS customers and 1 Merchant customer provided 100 MWs more ARR availability due 
to RTEP. If all had 10% share of project costs then all get 10MWs ARRs. 

· SPP does this inherently by re-baselining ARRs every year 

Action Items: 

PJM:  

1. Tim to send Ty document/presentation on details of incremental ARR study 
methodology for PJM. 

Zak: 
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1. Does MISO provide credits? Zak other than incremental rights there are no other 
“credits”. Zak will check with his GI or regulator folks to clarify/make sure of how it is or 
isn’t applied due to MISO tariff language in their Attachment  X, section  11.4. 

2. MISO GI cost allocation question. SPP asked how MISO GI process handles when 
projects stack. ??? Zak can get answer back to SPP. 

a. Free-rider question from AEP:  First entity pays for substation upgrade and 
second entity uses it later, does second user pay back first in some fashion or do 
they get a “free ride”. Is there any sharing of substation cost? 

Agenda Item 3 – Review and Approved February 1 minutes 
The meeting minutes for the February 1 meeting were reviewed.  The task forced made some 
minor modifications under the open discussion section of the minutes.  The meeting minutes 
were approved as modified by consent.   (Attachment 2 – February 1, 2017, meeting minutes) 
 
Agenda Item 4 – Action Item review 
Bruce Rew reviewed the actions items from the February 1, 2017 meeting.  Staff was assigned 
three action items from the prior meeting.   
 
Action Items: 

· Agenda Item 7 – SPP Staff to look at impacts of removal of short-term transmission service. 
Charles Locke updated the Task Force.  The results are very minimal with only 2.47% of the 
compensation coming from short-term service.  Charles provided the breakdown of short-term 
credits received for the transmission service (4.1%), generation interconnection (2.4%), and 
sponsored upgrades (1.2%). 
 

· Agenda Item 7 -   SPP Staff to evaluate FERC Orders granting Z2 to determine potential concerns 
regarding removal of short-term transmission service.  Tessie Kentner stated that she reviewed 
SPP filings and Orders.  There was not a distinction placed on short-term versus long-term service 
in the filings.  SPP would make a filing at FERC for approval if short-term service was removed 
from the current Z2 crediting process. 

 
· Agenda Item 8 – SPP Staff will work with task force members to develop a matrix of the 

proposals and the features of each.  This will be distributed prior to the next meeting to allow 
for sufficient review.  Two spreadsheets were distributed prior to the meeting and Bruce Rew 
discussed these briefly. 

 
Agenda Item 5 – SPP Staff Z2 Enhancement matrix review 
Bruce Rew updated the task force on the regulatory requirements from prior FERC orders 
(Attachment 3 – Z2 FERC Requirements).  Bruce and Tessie fielded questions regarding some of 
the prior orders that identified requirements and explained FERC’s position on certain aspects 
of sponsored upgrades.   
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Agenda Item 6 – Open Discussion on Potential Enhancements 
The task force had an open discussion on the potential enhancements for Z2.  The focus of the 
Z2TF was to provide simplification and transparency to the process.  The task force would also 
identify costs impacts associated with the proposed enhancements.  The task force then 
stepped through each upgrade type and identified alternatives.  These are captured for the 
detailed review at the next meeting (Attachment 4 – Z2 Alternatives for Review).  
 

Agenda Item 7 – Next Steps 
Focus at the next meeting will be to have a more detailed review of the alternatives discussed 
to assist the task force in decision-making. 
 

Agenda Item 8 – Action Items 
The following action items were noted from the meeting: 
 
Action Items: 

· Agenda Item 2 -  
PJM:  

2. Tim to send Ty document/presentation on details of incremental ARR study 
methodology for PJM. 

MISO: 

3. Does MISO provide credits? Zak other than incremental rights there are no other 
“credits”. Zak will check with his GI or regulator folks to clarify/make sure of how it is or 
isn’t applied due to MISO tariff language in their Attachment  X, section  11.4. 

4. MISO GI cost allocation question. SPP asked how MISO GI process handles when 
projects stack. ??? Zak can get answer back to SPP. 

a. Free-rider question from AEP:  First entity pays for substation upgrade and 
second entity uses it later, does second user pay back first in some fashion or do 
they get a “free ride”. Is there any sharing of substation cost? 

· Agenda Item 6 – SPP Staff to facilitate development of additional details of Z2 alternatives for 
review at the next meeting.  
 

Agenda Item 9 – Next Meeting 
The task force set up the next two meetings as shown below.  The April meeting will be the day 
before the SPP Market and Operations Policy Committee meeting in Tulsa. 
 
Future Z2TF Meetings: 
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Z2TF Meeting – Monday April 10, 2017 (noon – 6:00 p.m.) 
Location: Doubletree Warren Place – Tulsa, OK 
Room: TBD 
 
Z2TF Meeting – Wednesday May 10, 2017 (10:00 a.m.  – 4:00 p.m.) 
Location: Kansas City Power & Light offices – Kansas City, MO 
Room: TBD 
 
Agenda Item 10 – Adjournment 
With no other business, the meeting was adjourned at approximately 2:32 p.m. 
 
Respectfully Submitted – Bruce Rew, Z2TF Staff Secretary 
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SOUTHWEST POWER POOL 
Z2 TASK FORCE MEETING 

February 1, 2017 
AEP Offices, Dallas, TX 
8:00 p.m. – 2:00 p.m. 

MINUTES 

 
Agenda Item 1 – Call to Order, Introductions and Welcome 
Denise Buffington, Task Force Chair, called the meeting to order and welcomed everyone to 
Dallas, TX.  There were 22 in attendance (Attachment 1 – Attendance List) and several on the 
phone and Webex.   The objective of the meeting was to continue review of the specific 
proposals and obtain background on the SPP processes that are part of the Z2 crediting effort.   
The Z2TF will focus on specific crediting process enhancements at this meeting.  A desired goal 
for the March 8 meeting would be to narrow down the alternatives.  This would provide 
focused effort on an improvement recommendation for the MOPC no later than July.   
 

Agenda Item 2 – Action Item review 
Bruce Rew reviewed the actions items from the January 16, 2017 meeting.  Staff was assigned 
three action items.   
 

· Agenda Item 7 – SPP Staff to discuss with other markets exactly how they deal with non-capacity 
upgrades associated with ILTCR’s.  Ty Mitchell gave an update on how other ISO/RTO’s deal with 
non-capacity upgrades associated with ILTCR’s.  They do not grant ILTCR’s for non-capacity 
upgrades.  They do have capacity markets so that is a little different treatment than what SPP 
has without a capacity market.   
     

· Agenda Item 7 – SPP Staff to evaluate what the process would be to get ILTCR’s associated with 
the generation interconnection process.    The ILTCR’s would be granted for any additional 
transmission capacity added.  Customers would be able to state three paths that they desire the 
ILTCR’s for based on increased capacity of the system.   

 
· Agenda Item 7 – Staff to invite expert representatives from MISO and PJM to attend the March 8 

meeting to provide detailed question and answer session on how the regions handle 
compensation for sponsored upgrades.   SPP has contacted representatives from MISO and PJM 
regarding participation at the March 8 meeting.  Both MISO and PJM would like to participate 
via conference call.  They also wanted to confirm that the discussion would be focused around 
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ILTCR’s only and not all other items associated with sponsored upgrades.  At this time, the Z2TF 
is primarily interested in confirming the handling of ILTCR’s.  

 
The Task Force reviewed the agenda and no changes were recommended.   
 
Agenda Item 3 – Review and Approved January 16 minutes 
The meeting minutes for the January 16 meeting were reviewed.  Bruce presented minor 
changes to the document reflecting grammatical corrections.  Richard Ross moved to approve 
the meeting minutes as modified and Greg Mcauley seconded.  The minutes were approved as 
modified.   (Attachment 2 – January 16, 2017, meeting minutes) 
 
Agenda Item 4 – SPP Staff Z2 Enhancements options 
a. Other Options:  Bruce Rew updated the task force on the staff recommendations from 

November (Attachment 3 – SPP Options).  Staff had initially presented six different options 
for consideration. Two of those, ILTCR’s and reverse engineering, have been discussed in 
detail at the prior meeting.  Bruce reviewed the remaining four items.  Base Plan funding of 
the projects was discussed first.  The task force asked several questions related to the how 
base plan funding would occur and which facilities would be included.  There was discussion 
on the safe harbor limits and wind rule.  The safe harbor limits and wind rule would be 
expected to continue to apply unless there is a valid reason to change them or modify the 
current rules.   
 
Next Bruce discussed the Upgrade Sponsor Facilities Rider and Toll Road options.  Bruce 
discussed how these two options would end up looking very similar if they were 
implemented.  Both of these use a supplemental charge that would be applied to 
transmission customers.  These additional charges could be implemented with a rate 
schedule called Schedule 13.  Charles Locke gave a more detailed presentation on this 
proposal following this presentation later in the meeting.   

 
The last option Bruce discussed was the construction credits approach. This approach was 
developed from the way SPP collected revenue on the LaCygne to Stilwell project several 
years ago.  That was focused on new point-to-point service revenues to pay for the 
transmission line upgrade.  With network service being the primary revenue source it will 
complexify implementation of this approach.  Staff spent some time prior to the meeting 
and was not able to come up with a simple example.  They will consider this prior to the 
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next meeting and may present something if they believe it can be done with a 
straightforward approach. 
 

b. Schedule 13: 
Next Charles Locke went through his presentation on Schedule 13 (Attachment 4 – Schedule 
13).  A new rate schedule 13 could be used to fund crediting of payments to upgrade 
sponsors.  This rate could be done in schedule 11, as an alternative, but for discussion we 
are calling it Schedule 13.  Charles showed how this would be a more transparent approach 
than today’s Attachment Z2.  Assumptions would need to be made on the length of time to 
recover facilities costs.  No subsequent DAUC customers would be created through this 
process.  Removal of the short-term impact tracking and elimination of reverse flow 
stacking also could be part of this implementation.  Point-to-point revenue and Network 
Service revenue would be included in funding credit payments.   

 
c. ILTCR Updated: 

Ty Mitchell provided his update on ILTCR’s during the action item review portion.  No other 
questions were asked. 

 
Agenda Item 5 – AEP Z2 Enhancement Proposal 
Richard Ross provided his thoughts on a Z2 enhancement (Attachment 5 – AEP Z2 
Enhancement).   Richard started with a discussion on the sponsored network upgrades and that 
this type of structure for facilities construction has value and we shouldn’t put in rules to 
discourage them in the future.   The facilities become part of the planning and operations of the 
SPP in many respects more like economic projects than like “new” projects.  SPP therefore 
optimizes operations dispatch and planning recognizing these facilities already exist.   As new 
transmission service is sold, sponsors would be paid in accordance with Z2.  The difference 
would be the funding of the use would be through regional funding like other economic 
projects under the Tariff.  Short term calculation would be eliminated because of the small 
portion of the total usage for SPP.   Using a MISO/PJM like policy for non-capacity upgrades 
would be applied.  The task force discussed the application of the proposal on existing versus 
new facilities.   
 
Agenda Item 6: MWRC Proposal 
Next up was Dennis Reed to discuss his proposal for Z2 enhancements (Attachment 6 – MWRC 
Proposal to Change Z2 Process).   Dennis discussed the application to the three different types 
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of upgrades.   Overall, the proposal is designed to minimize work that staff must perform.   For 
transmission service upgrades, the same basic process as today would be used with no short-
term credits.  For generation interconnection we would create a 20-year payback schedule for 
upgrades that create new capacity.  Sponsored upgrades would receive ILTCR’s.   

 
Agenda Item 7: Open Discussion on Potential Enhancements 
The Task Force had discussion and reflection on where they currently are in the review process.  
Some key points need to be decided on.  The first one discussed is whether the new process is 
for prospective compensation of sponsors only or whether it includes existing compensation.  
The task force had general agreement that it would be going forward compensation and a 
bright line date would be established.  Inclusion of existing compensation of sponsors could be 
looked at depending on the final solution.  The task force also discussed and generally agreed to 
focus on elimination of the short-term transmission requests.  Steve Gaw expressed concern 
about the impacts of this without having more information what this will do to recovery times.  
Staff took an action item to provide data on short-term impacts at the next meeting.   The staff 
also took an action item to review the FERC Orders and provide a position on our ability to 
remove the short-term service. 
 
The task force also discussed the elimination of DAUC of subsequent sponsors as part of the 
stacking process.  There was much discussion on this topic.  Concerns about the potential of a 
free rider were expressed.  Overall the task force is ok with removal of DAUC of subsequent 
sponsors depending on how it is done and the impacts it creates.   
 
Discussion was also held regarding the transparency of the process.  Lack of transparency is still 
a problem and consideration should be given to make sure we see an improvement in that 
area.   
 

Agenda Item 8 – Next Steps 
The Task Force decided to meet once a month until sufficient progress is made.   Focus at the 
next meeting will be to look at a matrix which will have a comparison of the proposals and 
features discussed to date.  The goal would be to narrow down our focus at the next meeting. 
Task force members are encouraged to come ready to provide their specific positions and 
recommendations.  Staff will work with task force member volunteers to develop this review 
matrix prior to the next meeting. 
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Agenda Item 9 – Action Items 
The following action items were noted from the meeting. 
 
Action Items: 

· Agenda Item 7 – SPP Staff to look at impacts of removal of short-term transmission service. 
 

· Agenda Item 7 -   SPP Staff to evaluate FERC Orders granting Z2 to determine potential concerns 
regarding removal of short-term transmission service. 

 
· Agenda Item 8 – SPP Staff will work with task force members to develop a matrix of the 

proposals and the features of each.  This will be distributed prior to the next meeting to allow 
for sufficient review.   

 
Agenda Item 10 – Next Meeting 
The task force set up the next three meetings as shown below.  The April meeting will be the 
day before the SPP Market and Operations Policy Committee meeting in Tulsa. 
 
Future Z2TF Meetings: 
 
Z2TF Meeting – Wednesday, March 8, 2017 (9:00 a.m. – 3:00 p.m.) 
Location: AEP Offices- Dallas, TX 
Room: 8th Floor 
 
Z2TF Meeting – Monday April 10, 2017 (noon – 6:00 p.m.) 
Location: Doubletree Warren Place – Tulsa, OK 
Room: TBD 
 
Z2TF Meeting – Wednesday May 10, 2017 (10:00 a.m.  – 4:00 p.m.) 
Location: Kansas City Power & Light offices – Kansas City, MO 
Room: TBD 
 
Agenda Item 7 – Adjournment 
With no other business, Denise Buffington adjourned the meeting at approximately 2:01 p.m. 
 
Respectfully Submitted – Bruce Rew, Z2TF Staff Secretary 
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Z2 FERC Policies

March 8, 2017
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Z2 FERC Policies
• Must have, Nice to have, Don’t need

• “AND” pricing

• Order 2003

• Order 861

• FERC Orders on SPP revenue crediting 
process

• FERC Order on ER05-109 and ER05-652 
(9/20/2005)

• FERC Order on ER13-1914 (12/6/2013)
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AND Pricing
• AND Pricing FERC policy since 1994

• Reaffirmed in Order 888 and 890

• FERC accepted Z2 as mitigation against “and” 
pricing in RTO Order (4/25/2005)

• Attachment Z crediting was initially 
implemented to comply with the Commission’s 
transmission pricing policy statement and its 
prohibition on “and” pricing, and any 
alterations of Z2 crediting will need to ensure 
that the resulting cost allocation doe not 
violate these principles

• MUST HAVE
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Order 2003 (Gen Inter Policy)
• Customers that fund network upgrades not needed but for 

the request, Transmission Provider would refund through 
transmission credits for the full amount of the costs paid in 
advance.  (Order 2003 PP 693-94)

• ISO/RTO’s: service credits permissible if customer receives 
“valuable transmission rights in return.”  Most ISO/RTO 
applied this as congestion hedging right.  FERC approved 
this as standard for independent Trans. Provider

• On 8/30/07 SPP proposed to apply Attachment Z to 
generation interconnection customers.  FERC accepted this 
as “valuable transmission rights in return” for upgrades

• MUST HAVE policy that complies with Order 2003
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Order 681 Org. Market Order
• FERC Ordered markets to provide long-term congestion 

rights to eligible customers.  Proposal had to comply with 7 
guidelines.

• Guideline 3 required ISO/RTO to provide long-term 
congestion rights to the party funding transmission project

• SPP argued Attachment Z satisfied Guideline 3.  FERC 
disagreed and required SPP to provide LTCR’s.  SPP 
subsequently gave sponsors the choice between credits or 
Incremental LTCR’s.

• MUST HAVE: SPP must provide LTCR’s

• Not required from Order 681: Z2 credits not part of Order
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Other FERC Orders
• On 4/22/2005 Orders on  ER05-109 and ER05-652, FERC 

found that credit provisions were too restrictive being for 
PTP only in the direction of the overload.  

• FERC Ordered it was appropriate to grant credits for 
NITS and PTP service created by requested or economic 
upgrades

• FERC disagreed that the credits should be extended to 
service in the opposite direction of the original overload 
except for controllable equipment.

• MUST HAVE: PTP and NITS credits

• DON’T NEED: credits for service in opposite direction 
except for controllable equipment
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Order on ER05-109 & ER05-652
• FERC declined to require SPP to guarantee full and 

complete repayment of construction costs by a certain 
deadline because it is not necessary to create well 
defined rights.  Commission noted that FTR’s do not 
provide a guarantee of full and complete repayment.

• Moreover, if an upgrade alleviates congestion, then FTRs 
associated with the upgrade may provide less 
compensation compared to SPP’s proposal which offers 
the opportunity for full and complete recovery albeit 
without a deadline.

• DON’T NEED: Guarantee of full and complete repayment
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Order ER13-1914
• On 12/6/2013 FERC found merit in SPP’s efforts to 

decrease number of Creditable Upgrades to reduce its 
administrative burden.

• Accepted SPP’s proposed changes to Z1 and SPP 
withdrew changes to Z2.
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Process is prospective for new projects and we would establish 
a bright line date for the transition. 

Sponsored Upgrades: 

· ILTCR’s only (explore a secondary market) 
· Existing Z2 process eliminating short-term service credits 

and would include a needs test. 

Transmission Service Upgrades: 

· ILTCR’s only 
· Richard’s proposal 
· Existing Z2 process eliminating short-term service and 

Fixed CPO rate (see reverse engineering proposal) 
· Schedule 13 proposal 

Generation Interconnection: 

· ILTCR’s only 
· Dennis’s option 
· Existing Z2 process removing short-term service and non-

capacity credits 
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