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Cost Allocation Working Group 
Cost Allocation in Wind-Rich Areas 

Report 
 

I. Summary 

 In January 2018, the Regional State Committee (RSC) directed the Cost Allocation 

Working Group (CAWG) to assess cost allocation in wind rich areas. The CAWG developed a 

scope of work that was approved by the RSC in April 2018. This report is a summary of the work 

that was completed on this project and the actions recommended by the CAWG for approval by 

the RSC. 

 The CAWG reviewed several analyses and presentations prepared by SPP staff, 

stakeholders and CAWG members between May 2018 and January 2019. In February 2019, the 

CAWG adopted the following motion: 

“The Cost Allocation Working Group has determined that the current cost 

allocation methodology and/or rate recovery mechanism in zones with a 

high proportion of generation relative to zonal load is not reflective of cost 

causation principles.” Approved, February 12, 2018 CAWG meeting. 

 In coordination with recommendations by the Holistic Integrated Tariff Team, the CAWG 

approved three recommendations to the RSC. These recommendations are as follows: 

1. Decouple Schedule 9 and Schedule 11 transmission pricing zones, allowing for 

potentially larger Schedule 11 pricing zones (HITT recommendation) 

2. Evaluate byway facility cost allocation review process (HITT recommendation) 

3. Complete a future study of a generator injection rate (stand-alone recommendation) 
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II. Background 

A. History 

 The CAWG and RSC have a long history of analyzing and implementing cost allocation 

methodologies for transmission facilities within the SPP region. As one of the areas that the RSC 

has primary oversight, numerous cost allocation decisions have been implemented since 2004. 

Appendix A lists the major cost allocation policies that have been approved by the RSC. 

 In recent years, there has been a significant increase in wind generation throughout the SPP 

region. While most zones have seen at least some wind generation additions, some wind-rich zones 

(zones) have been disproportionately affected, primarily because of the high quantity of wind 

resources in those zones. This has resulted in some zones having nameplate generation capacity in 

excess of 500% of the peak demand for load inside the zone. This results in increased load flows 

on both highway and byway facilities inside these zones. 

 Further, there is a significant amount of wind generation that is interconnected using 

Energy Resource Interconnection Service (ERIS) without securing any other transmission service, 

such as point-to-point or network integration transmission service. Because of the different 

parameters used to study an ERIS resource, an ERIS study will not identify as many necessary 

transmission improvements compared to either a Network Resource Interconnection Service 

(NRIS) study or a firm transmission service request. This may result in needed reliability 

improvements not being identified until subsequent Integrated Transmission Plan (ITP) studies. 

 The CAWG and RSC were presented with information related to load flows in wind-rich 

areas from November 2017 through January 2018. At the January 2018 RSC meeting, CAWG was 

directed to prepare an analysis of cost allocation in wind-rich areas to determine if changes to 
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highway-byway cost allocation were needed. This report presents the result of that analysis along 

with recommended changes to future cost allocation. 

B. Purpose of Report 

 The purpose of this report is to review transmission cost allocation in wind-rich areas and 

determine if changes are necessary to ensure just and reasonable rates for SPP transmission service. 

C. Structure of this Report 

 The remainder of this report is divided into the following sections:  

  Section III:  Rate Design Goals 

  Section IV:  Analysis of Loads and Resource by Zone 

  Section V:  Load Flow Analysis by Zones 

  Section VI:  Identification of Potential Rate Design Solutions 

  Section VII:  Analysis of Rate Design Solutions 

  Section VIII:  Preferred Solutions 

  Section IX:  Requests of the Regional State Committee 

III. Rate Design Goals 

 The following rate design goals were established based on preliminary review of 

information and other input from various stakeholders: 

1. Meet the just and reasonable standard as established by FERC; 

2. Reflect principles of cost causation. Rates must reflect a reasonable degree that 

costs were actually caused by the customer who must pay them; 

3. Consider and quantify benefits that accrue to zones where significant wind 

generation has been located; 

4. Easy to explain and administer; and 
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5. Capable of being approved through the SPP-stakeholder process, as well as 

approved by the FERC. 

IV. Analysis of Loads and Resources by Zone 

 One of the key questions that was raised by the CAWG as it prepared its analysis was: 

“What is a Wind-Rich Zone?” In general, wind generation in the SPP region is concentrated in the 

western portion of the footprint, including western Kansas, the panhandles of Oklahoma and 

Texas, and parts of New Mexico and Nebraska. On a zonal basis, the ratio of generation to load 

varies widely. 

 Figure IV-1 (see page 5) shows the amount of wind in each transmission zone in the SPP 

footprint, expressed as a percentage of the average of the 12 coincident peaks (CP) (Source: 

December 2017 RRR File). There are currently four zones that have installed wind generation 

installed that exceeds 100% of the 12 CP load:  Sunflower (442%), Mid-Kansas (128%), Midwest 

Energy (295%) and Oklahoma Gas & Electric (107%).  Three other zones have wind that exceeds 

50% of the 12 CP load: Southwestern Public Service (56%), Western Farmers (58%), and Upper 

Missouri (54%). 

 

 

[Intentionally left blank.] 
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Figure IV-1 

 

 Using an initial threshold of wind generation exceeding 100% of 12 CP load to designate 

“Wind-Rich Zones” may be reasonable based on the data. It may also be prudent to designate 

zones with wind generation between 50% and 100% of 12 CP as “Potential Wind-Rich Zones” for 

tracking purposes. 

V. Load Flow Analysis by Zones 

Over the course of the analysis completed by CAWG, information was provided by 

Sunflower Electric Power Corporation (Sunflower) and SPP staff related to load flows within 

various zones in the SPP region. These analyses showed that in certain zones load flows on 

highway and byway facilities were driven more by wind energy production than by native load 
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within the zones. In addition, some zones are exporting energy the majority of hours throughout 

the year. 

Appendix B includes a copy of the analysis prepared by Sunflower, based on power flows 

in its zone during 2017. Appendix C includes a copy of the analysis prepared by SPP as a review 

of the Sunflower analysis. 

VI. Identification of Potential Rate Design Solutions 

 Potential rate design solutions have been identified through conversations among the 

CAWG and in information presented to the Holistic Integrated Tariff Team (HITT). The following 

is a list of potential rate design solutions that could address cost allocation issues that have been 

identified by CAWG members and SPP staff. 

A. Generation injection rate for ERIS resources without firm service: This option 

would involve a rate mechanism that assesses an injection rate, based on energy produced, to those 

resources with ERIS that have not secured network service or firm point-to-point service. 

B. Modify regional cost allocation in wind-rich zones:  Currently the regional cost 

allocation percentage for byway facilities is 33% except in one limited circumstance. This 

approach would reduce the byway facility cost allocation percentage only in zones identified as 

“wind-rich zones.”  

C. Byway Facility Cost Allocation Review Process: This alternative would provide 

for a narrow process through which costs for specific projects between 100 kV and 300 kV can be 

fully allocated on a region-wide basis in the future. This was a recommendation of the HITT. 

D. Generation injection rate for all resources:  This option would involve a rate 

mechanism that compensates zones based on the amount of energy generated within those zones. 
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The rate mechanism could either charge the owners of the generation or charge it across all SPP 

load on the basis of load ratio share. 

 The initial analysis shown in Section VII for a system-wide generator injection rate used 

several parameters: 

1. The generator injection rate was based on a percentage of the Schedule 11 through-

and-out rate for off-peak point-to-point transmission service. The two initial 

analyses were based on the generation injection rate being set at 10% and 20% of 

the Schedule 11 through-and-out off-peak transmission rate. 

2. Generation injection charges were calculated based on actual generation in calendar 

year 2017. 

3. Revenue from the generation injection rate would be distributed based on the zone 

where generation occurred. 

4. The generation injection rate would be paid by all load in the SPP footprint, based 

on a load ratio share calculation. 

5. Revenues from the generation injection rate would offset Schedule 11 annual 

transmission revenue requirements for those zones. 

E. Change regional allocation of all byway facilities:   This option would involve 

changing regional cost allocation of any new byway facilities for the entire SPP region.  One option 

discussed by CAWG is a byway allocation of 50%.  This would result in 50% of byway facilities 

to be paid by the region and 50% to be paid by the zone.  A second option would be to allocate 

67% of byway costs of any new facilities to the region and 33% of byway costs to the zone.  A 

third option would be to allocate costs of all new byway facilities to the entire region.  A fourth 
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option could be to transition to regional allocation for all facilities constructed since the 

implementation of highway/byway rate structure.   

F. Consolidation of Schedule 11 Zones:  This proposal included three different 

options that GridLiance and SPP developed and presented to the HITT on August 22, 20181 and 

November 6, 2018 and presented to the CAWG on January 8, 2019. The HITT requested rate 

impact information regarding the consolidation of Schedule 11 zones during the July 31, 2018 

HITT meeting after GridLiance gave a presentation on a cost allocation proposal that included 

several elements, one of which being the consolidation of Schedule 9 and 11 from 18 zones into 

four and five zones. SPP developed another potential configuration with six sub-regions, which 

was presented to the HITT on November 6 and generally shows smaller rate impacts overall than 

the four and five sub-regional configurations.  Ultimately, the HITT recommended SPP decouple 

Schedule 9 and 11 to allow for the creation of larger Schedule 11 pricing zones and/or Schedule 9 

sub-zones, prospectively. 

 In GridLiance’s configuration, the zones included in each of the five sub-regions were as 

follows: 

1. Southeast: AEP, GRDA, OGE, SWPA 

2. Southwest: SPS, WFEC 

3. Missouri/Kansas: CUS, EDE, GMO, KCPL, MKEC, MW, SUNC, WR 

4. Nebraska: LES, NPPD, OPPD 

5. Upper Missouri: UMZ 

 

1 This presentation was prepared for the August 22, 2018 HITT meeting but due to time constraints was not presented 
to the HITT until the September 5, 2018 meeting. 
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 GridLiance also presented an analysis of four sub-regions. The only difference in the 

configuration is that the Southeast and Southwest were combined into a single South sub-region. 

Please see Table VI-1 for rate impacts with five sub-regions for Schedule 11 and Table VI-2 (see 

page 10) for rate impacts with four sub-regions for Schedule 11. 

Table VI-1 

 

 

 

 

[Intentionally left blank.] 
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Table VI-2 

 

 In SPP’s additional configuration, the zones included in each of the six sub-regions were 

as follows: 

1. Southeast: AEP, GRDA, OGE, SWPA, WFEC 

2. Southwest: SPS 

3. East Central: CUS, EDE, GMO, KCPL 

4. West Central: MKEC, MW, SUNC, WR 

5. Nebraska: LES, NPPD, OPPD 

6. Upper Missouri: UMZ  

 Please see Table VI-3 (see page 11) for rate impacts with six sub-regions for Schedule 11. 

 

[Intentionally left blank.] 
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Table VI-3 

 

VII. Analysis of Rate Design Solutions 

A. Generation injection rate for all resources: 

 Tables VII-1 (see page 12) and VII-2 (see page 13) show the projected impact on zonal 

ATRR based on injection rate scenarios. The first scenario (see Table VII-1) is based on an 

injection rate equal to 10% of the through-and-out off-peak point-to-point non-firm energy 

transmission service rate. The second scenario (see Table VII-2) shows a scenario with the rate set 

to 20% of the through-and-out off-peak rate. 

 In general, this approach decreases the ATRR in zones that are energy exporters, while 

increasing the ATRR in zone that are large energy importers. 
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Table VII-1 

 

 

 

 

[Intentionally left blank.] 

 

Annual Transmission Revenue Requirements Allocated to Each Zone
Generation Credit Applied Based on 10% of Schedule 11 Through / Out Rate

10%
Generation Reallocate Revised Increase /

Zone Zone Name Credit on LRS ATRR (Decrease)

1 American Electric Power $482,903,485 (4,341,631)   5,366,045     483,927,898       0.21%

2 Reserved for Future Use

3 City Utilities of Springfield $22,136,988 (215,064)      353,348        22,275,272         0.62%

4 Empire District Electric $53,640,018 (646,906)      601,007        53,594,119         -0.09%

5 Grand River Dam Authority $50,908,666 (312,379)      444,213        51,040,500         0.26%

6 Kansas City Power & Light $102,619,218 (1,951,126)   1,996,787     102,664,880       0.04%

7 Oklahoma Gas & Electric $237,672,078 (3,948,585)   3,439,281     237,162,774       -0.21%

8 Midwest Energy $21,933,898 -              204,529        22,138,426         0.93%

9 KCP&L Greater Missouri Operations $67,512,481 (641,269)      1,001,782     67,872,994         0.53%

10 Southwestern Power Administration $17,273,272 -              71,995          17,345,267         0.42%

11 Southwestern Public Service $309,153,346 (2,877,344)   3,058,666     309,334,667       0.06%

12 Sunflower Electric Cooperative $23,714,190 (338,998)      255,054        23,630,247         -0.35%

13 Western Farmers Electric Cooperative $58,891,314 (677,885)      852,404        59,065,833         0.30%

14 Westar Energy $311,603,912 (3,245,458)   2,716,436     311,074,890       -0.17%

15 Mid-Kansas Electric Co. $29,783,787 (438,009)      329,549        29,675,326         -0.36%

16 Lincoln Electric System $32,960,116 (163,103)      391,031        33,188,044         0.69%

17 Nebraska Public Power Distric $110,710,755 (2,133,446)   1,614,824     110,192,133       -0.47%

18 Omaha Public Power District $88,742,214 (1,183,171)   1,298,170     88,857,213         0.13%

19 Upper Missouri Zone $282,477,207 (3,313,153)   2,432,409     281,596,463       -0.31%

Total $2,304,636,945 ($26,427,529) $26,427,529 $2,304,636,945

(1) Numbers based on March 2018 Revenue Requirements and Rates File.

(2) These numbers do not reflect the Balanced Portfolio transfers from zonal to region-wide.

(3) This Zone has only one Transmission Owner with Zonal ATRR.

Total ATRR
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Table VII-2 

 

 There are several factors that would need to be considered if SPP decides to pursue an 

injection rate. It would be necessary to make sure there are mechanisms to ensure that all 

generators are properly mapped to the zone in which they are located. It would also be necessary 

to determine how to address the Federal Service Exemption as well as grandfathered agreements. 

Another key consideration would be addressing the timing for implementation and use of 

a true-up calculation if necessary. One potential solution would be to base the charge on the 

previous year. Another would be to use a projection with a true-up. Regardless of the selected 

approach, assessing the injection rate on a load-ratio basis would avoid impacts to generator offers. 

A narrowly crafted injection rate only applicable to certain generators that is includable in offer 

Annual Transmission Revenue Requirements Allocated to Each Zone
Generation Credit Applied Based on 20% of Schedule 11 Through / Out Rate

20%
Generation Reallocate Revised Increase /

Zone Zone Name Credit on LRS ATRR (Decrease)

1 American Electric Power $482,903,485 (8,683,263)   10,732,089    484,952,311      0.42%

2 Reserved for Future Use

3 City Utilities of Springfield (3) $22,136,988 (430,128)      706,697        22,413,557        1.25%

4 Empire District Electric (3) $53,640,018 (1,293,812)   1,202,014     53,548,219        -0.17%

5 Grand River Dam Authority (3) $50,908,666 (624,759)      888,425        51,172,333        0.52%

6 Kansas City Power & Light $102,619,218 (3,902,252)   3,993,574     102,710,541      0.09%

7 Oklahoma Gas & Electric $237,672,078 (7,897,170)   6,878,561     236,653,470      -0.43%

8 Midwest Energy (3) $21,933,898 -              409,058        22,342,955        1.86%

9 KCP&L Greater Missouri Operations (3) $67,512,481 (1,282,538)   2,003,565     68,233,507        1.07%

10 Southwestern Power Administration $17,273,272 -              143,990        17,417,262        0.83%

11 Southwestern Public Service $309,153,346 (5,754,689)   6,117,331     309,515,988      0.12%

12 Sunflower Electric Cooperative (3) $23,714,190 (677,995)      510,109        23,546,304        -0.71%

13 Western Farmers Electric Cooperative (3) $58,891,314 (1,355,770)   1,704,808     59,240,352        0.59%

14 Westar Energy $311,603,912 (6,490,917)   5,432,873     310,545,868      -0.34%

15 Mid-Kansas Electric Co. $29,783,787 (876,018)      659,097        29,566,866        -0.73%

16 Lincoln Electric System (3) $32,960,116 (326,207)      782,061        33,415,971        1.38%

17 Nebraska Public Power Distric $110,710,755 (4,266,892)   3,229,647     109,673,511      -0.94%

18 Omaha Public Power District (3) $88,742,214 (2,366,343)   2,596,340     88,972,211        0.26%

19 Upper Missouri Zone $282,477,207 (6,626,306)   4,864,818     280,715,720      -0.62%

Total $2,304,636,945 ($52,855,057) $52,855,057 $2,304,636,945

(1) Numbers based on March 2018 Revenue Requirements and Rates File.

(2) These numbers do not reflect the Balanced Portfolio transfers from zonal to region-wide.

(3) This Zone has only one Transmission Owner with Zonal ATRR.

Total ATRR
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curves could result in an increase in the locational marginal price when generators that are subject 

to the injection rate are setting the LMP. 

B. Change regional allocation of all byway facilities:   

 The initial analysis presented by SPP shows varying impacts for each zone for each 

scenario and is shown in Table VII-3 (see page 15).  Allocating 50% of new byway facilities 

generally has the least significant impact to zones.  The range of impact is a rate decrease of -10% 

in the MKEC zone to a rate increase of +5% in the KCPL, GMO, SPA, and CUS zones.  

 Allocating byway costs 67% to the region is predicted to have effects ranging from a rate 

decrease of -20% in the MKEC area to a rate increase of 11% in the SPA zone (KCPL, GMO, and 

CUS zones are expected to have increases of 10% under this proposal). 

 Allocating byway costs 100% to the region is predicted to have effects ranging from a rate 

decrease of -38% in MKEC to a rate increase of +22% in the SPA zone.      

 

 

 

 

 

[Intentionally left blank.] 

  

79 of 159



July 18, 2019 
Page 15 

 
Table VII-3 

Impact of Changing Byway Cost Allocation Percentage 

 

VIII. Preferred Solution 

The CAWG voted on the various rate options with the Cost Allocation Option Ballot in 

Appendix D. The limited facility review recommendation from the HITT was not included on the 

ballot as it was proposed after the balloting had been completed. 

Appendix E shows the tally of the balloted options. Zonal consolidation of Schedule 11 

charges received the most support, followed by changing the byway cost allocation for the entire 

region. Various generation injection rate proposals received a number of votes, though none 

received more votes than zonal consolidation. 

 

Current ‐ 

Based on 

Voltage 

Level

 50% 

Regional & 

50% Zonal 

 % Change    

50% Regional 

& 50% Zonal 

from Current

67% Regional 

& 33% Zonal 

% Change    

67% Regional 

& 33% Zonal 

from Current

Above 100 

kV  Regional 

 % Change 

Above 100kV 

Regional 

from Current

AEP $2,361 $2,432 3% $2,436 3% $2,445 4%

CUS $1,603 $1,677 5% $1,763 10% $1,931 20%

EDE $1,790 $1,864 4% $1,950 9% $2,118 18%

GRDA $2,032 $2,105 4% $2,190 8% $2,356 16%

KCPL $1,543 $1,616 5% $1,702 10% $1,868 21%

OGE $1,943 $1,977 2% $2,023 4% $2,113 9%

MIDW $2,250 $2,151 ‐4% $2,063 ‐8% $1,894 ‐16%

GMO $1,523 $1,596 5% $1,682 10% $1,850 21%

SPA $1,458 $1,532 5% $1,618 11% $1,786 22%

SPS $3,150 $2,930 ‐7% $2,763 ‐12% $2,441 ‐23%

SEPC $3,053 $2,890 ‐5% $2,739 ‐10% $2,448 ‐20%

WFEC $2,713 $2,721 0% $2,741 1% $2,780 2%

WR $2,786 $2,774 0% $2,775 0% $2,778 0%

MKEC $4,027 $3,628 ‐10% $3,240 ‐20% $2,489 ‐38%

LES $1,539 $1,596 4% $1,665 8% $1,800 17%

NPPD $2,209 $2,215 0% $2,239 1% $2,270 3%

OPPD $1,670 $1,728 3% $1,798 8% $1,935 16%

UMZ $516 $508 ‐2% $500 ‐3% $484 ‐6%
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The HITT recommended pursuing zonal consolidation as its preferred cost allocation 

modification to address, among other things, wind rich cost allocation. The HITT also 

recommended developing the limited cost allocation review process. Although generation 

injection rates were not among the final recommendation from the HITT, the support for further 

study of generation injection rates was noted by a Commissioner at the April 2019 RSC meeting 

and education session. 

At the June CAWG meeting, three motions were passed related to cost allocation in wind 

rich areas: 

1. The CAWG endorses inclusion of HITT recommendation to decouple Schedule 9 

and Schedule 11 transmission pricing zones, allowing for potentially larger 

Schedule 11 pricing zones in the Wind Rich Cost Allocation Report. (9 in favor, 0 

against and 1 abstention) 

2. The CAWG endorses inclusion of HITT recommendation to evaluate byway 

facility cost allocation review process in the Wind Rich Cost Allocation Report. (8 

in favor, 0 against and 2 abstentions) 

3. The CAWG endorses inclusion of a future study of a generator injection rate in the 

Wind Rich Cost Allocation Report. (9 in favor, 0 against and 1 abstention) 

IX. Requests of the Regional State Committee 

Based on the analyses completed and motions adopted by the CAWG, the following is 

requested of the Regional State Committee: 

1. Approve the Wind Rich Cost Allocation Report, completing the task assigned by 

the RSC in January 2018. 
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2. Direct CAWG to work on implementing the following recommendations: 

a. Decouple Schedule 9 and Schedule 11 transmission pricing zones, allowing 

for potentially larger Schedule 11 pricing zones 

b. Evaluate byway facility cost allocation review process 

c. Complete a future study of a generator injection rate 

 

  

82 of 159



 

Appendix A 
History of Cost Allocation in SPP Region 

  

83 of 159



 

History of Cost Allocation in SPP Region 
 
 

A. The Original Regional Cost Allocation (Base Plan Funding) 
 
The RSC’s first exercise of this authority was with the RSC’s approval of the Original Regional 
Cost Allocation in October 2004. This Regional Cost Allocation was known as the Base Plan 
Funding Cost Allocation. The SPP Board of Directors also approved the RSC’s Base Plan Funding 
Cost Allocation on January 25, 2005. SPP then filed the RSC’s Base Plan Funding Cost Allocation 
with FERC, and it was subsequently approved by FERC on April 22, 2005.  
 
Specifically, the RSC’s Base Plan Funding Cost Allocation proposed changes to SPP’s Open 
Access Transmission Tariff (“SPP OATT”). The OATT, as amended, placed new transmission 
expansion projects into one of four categories: (1) SPP Base Plan facilities; (2) Economic 
Upgrades; (3) generation interconnection facilities; and (4) facilities required to respond to 
transmission requests. If the cost of a Base Plan upgrade was less than or equal to $100,000, the 
annual transmission revenue requirement associated with such upgrade is allocated to the zone in 
which the upgrade is located. If the cost of the upgrade was greater than $100,000, one-third of the 
revenue requirement for the upgrade was allocated to the region on a postage stamp basis. The 
remaining two-thirds would be allocated locally to zones based on each zone’s share of the 
incremental MW-mile benefits as computed in section 4 of Attachment Z. Economic upgrades, if 
constructed, would be allocated in accordance with agreements reached with project sponsors. 
Generation interconnection facilities and facilities required to respond to transmission requests 
would be allocated consistent with provisions of SPP’s OATT, although the cost allocation plan 
provided a waiver mechanism for network upgrades associated with certain designated network 
resources to be treated the same as Base Plan facilities. There were proposed changes to the cost 
allocation and cost recovery sections to clarify the applicability of their provisions in the context 
of the cost allocation plan, including provisions setting out transmission revenue credits for 
Economic Upgrades and direct assignment of costs in excess of a $180,000/MW Safe Harbor Cost 
Limit for Network Upgrades associated with new, or changes in, designated resources, as well as 
revenue credits applicable to such excess costs. 
 
The RSC’s Base Plan Funding Allocation defined Base Plan facilities as: “Those upgrades 
included in and constructed pursuant to the SPP Transmission Expansion Plan in order to ensure 
the reliability of the Transmission System. Base Plan Upgrades shall also include those upgrades 
required for new or changed Designated Resources to the extent allowed for in Attachment J to 
this Tariff.” The RSC’s Base Plan Funding Allocation defined Economic Upgrades as: “Elective 
upgrades, identified in the SPP Transmission Expansion Plan, which have potential economic 
benefits to the SPP Region, but are not required for reliability reasons.” Lastly, the RSC’s Base 
Plan Funding Allocation defined Requested Upgrades as: “Transmission upgrades, requested by a 
Transmission Customer or other entity, which do not meet the definition of any other category of 
Network Upgrades.”  
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B.   Balanced Portfolio / Economic Upgrade 
 
The RSC’s second exercise of its cost allocation authority was a transition from cost allocation for 
reliability upgrades to cost allocation for economic upgrades.  This change was a significant 
advancement toward the building of a transmission system to enable upgrades to reduce energy 
cost to consumers.  The methodology approved by the RSC was known as the Balanced Portfolio 
as it represented a group of upgrades which collectively had a cost allocation of greater than a 1.0 
benefit to cost ratio via a balancing process.  The Balanced Portfolio methodology was approved 
by the RSC on January 28, 2008. 
 
For the two years prior to the RSC approving the Balanced Portfolio methodology, the CAWG of 
the RSC worked with SPP and its stakeholders to develop a cost allocation procedure for economic 
upgrades. Through these efforts, the CAWG prepared a concept paper outlining a “Balanced 
Portfolio” approach for economic upgrades, including a regional postage-stamp rate design for 
recovery of the costs of such upgrades. The RSC unanimously adopted the concept paper, and 
subsequently, SPP’s Regional Tariff Working Group developed tariff language to implement the 
Balanced Portfolio approach and rate design. On July 29, 2008, the SPP Board of Directors 
approved the proposed tariff revisions with the unanimous support of the SPP Members 
Committee. 
 
SPP filed with FERC a request for approval of the RSC’s balance portfolio of economic upgrades. 
On October 16, 2008, in Docket No. ER08-1419, FERC accepted SPP’s request to approve the 
RSC’s establishment of a process to evaluate a group, or a portfolio of economic upgrades, to be 
included in SPP’s Transmission Expansion Plan, rather than evaluate the benefits of individual 
upgrades.  
 
Specifically, the RSC’s Balanced Portfolio methodology allowed SPP to evaluate the costs and 
benefit of the portfolio to determine whether it is “cost beneficial” and “balanced” for identified 
upgrades. A portfolio is “cost beneficial” when the sum of the net present value of the benefits of 
the upgrades equals or exceeds the net present value of the costs of the upgrades over the same 
ten-year period and assuming that all the upgrades are available at the same time during the ten-
year period. A portfolio is “balanced,” when, in each zone, the sum of the net present value of the 
benefits equals or exceeds the net present value of the costs over the same ten-year time frame.  In 
short, a portfolio is “balanced” when the upgrades are determined to be “cost beneficial” for each 
SPP zone simultaneously. 
 
The RSC’s Balanced Portfolio methodology allows for 100% of the revenue requirement for the 
Balanced Portfolio (including revenue requirements for economic upgrades in the portfolio and 
any revenue requirements associated with reliability upgrades included in the portfolio to achieve  
balance) to be recovered through SPP’s postage-stamp based region-wide charge. The region-wide 
postage-stamp charge will be assessed to all load, including resident load and transmission 
customers taking point-to-point transmission service under SPP’s OATT. 
 
On November 20, 2012, in Docket No. ER12-2387, FERC approved tariff changes to Attachment 
H (Annual Transmission Revenue Requirement for Network Integration Service) and Attachment 
T (Point to Point Transmission Service). These changes to the tariff implemented the initial 
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reallocation of revenue requirements pursuant to the Balanced Portfolio cost allocation 
methodology. A portfolio is “balanced” when the adjusted production cost benefits calculated for 
each zone are simultaneously equal to or greater than the costs allocated to each zone based on a 
ten-year planning horizon. The method of balancing is to benefit deficient zones by reducing their 
costs and to ensure that no zone is disadvantaged by paying costs for economic upgrades for which 
it receives little or no benefit. Reallocation is triggered when at least 10% of the costs associated 
with the projects in an approved Balanced Portfolio have been included in rates. According to the 
RSC’s Balanced Portfolio Process, on the Trigger Date, 20% of the reallocated revenue 
requirements are transferred to the Balanced Portfolio region-wide revenue requirement total. On 
the anniversary of the Trigger Date in the subsequent four years, an additional 20% of the 
reallocated revenue requirement is transferred to the total Balanced Portfolio region-wide revenue 
requirement total. FERC accepted the proposed revisions effective October 1, 2012, for the initial 
reallocation of 20% of the estimated costs, and October 1 of each year for all subsequent annual 
reallocations for years two through five. 
 
C. Highway/Byway 
 
 In December 2008, SPP formed the Synergistic Planning Project Team (SPPT) to take a holistic 
look at SPP’s transmission planning processes and cost allocation methodologies.  SPPT consisted 
of SPP members and RSC representatives.  In April 2009, the SPP Board of Directors approved 
the SPPT’s recommendations, which included developing a new transmission planning process, 
and asked the SPPT to evaluate a highway-byway type cost allocation methodology in which both 
reliability and economic projects were evaluated and cost allocated in a similar manner under a 
common process.   
 
On April 23, 2009, the SPPT issued a report with recommendations for reforming SPP’s cost 
allocation and transmission planning processes, including adopting the Highway/Byway 
Methodology and Integrated Transmission Plan (“ITP”), and identifying and recommending a list 
of extra high voltage (“EHV”) “Priority Projects” to be approved by the Board of Directors within 
six months. The RSC and the CAWG met frequently from April through October 2009 to reform 
the cost allocation method following the SPPT’s recommendations. On October 26, 2009, the RSC 
approved the CAWG’s recommended cost allocation methodology (which formed the basis for the 
Highway/Byway Methodology), with only Nebraska voting no.  
 
On June 17, 2010, FERC, in Docket No. ER10-1069, approved the Highway/Byway Methodology. 
FERC ruled that “the proposed Highway/Byway Methodology is an important step in facilitating 
investment in new transmission facilities to integrate the eastern and western portions of the SPP 
grid, reduce congestion, efficiently integrate new resources, and accommodate new or growing 
loads.” 
 
D.   Safe Harbor Limits   
 
Pursuant to the FERC Rehearing Order in Docket No. ER05-652 (original cost allocation), FERC 
will accept the $180,000/MW Safe Harbor threshold as an initial amount and directed SPP to 
assess, as part of its biennial planning process, the average costs of all network upgrades and work 
with the stakeholders and the RSC to evaluate the effectiveness and accuracy of the $180,000/MW 
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threshold. FERC directed SPP to file a report each year to include the following: (1) Average Costs 
of New Network Upgrades and Effectiveness of Safe Harbor Threshold; (2) Regional Cost 
Allocation Review (done now separately, every six years); and (3) SPP’s disposition of Requests 
for Waiver of Base Plan Criteria. Since 2006, SPP has complied with this annual filing 
requirement. 
 
The safe harbor cost limit has been changed since FERC approved SPP as an RTO in 2004.  In 
2017, the RSC directed CAWG to review the $180,000 safe harbor cost limit to determine whether 
it was still appropriate. On July 24, 2017, the RSC approved CAWG’s recommendation to the 
RSC to take no action to modify the $180,000 safe harbor cost limit; and the RSC approved 
CAWG’s recommendation for the RSC to direct CAWG to conduct a limited review of the three 
base plan funding eligibility criteria and the $180k/MW Safe Harbor limit on an annual basis with 
a more in-depth review at least once every 5 years. The RSC directed CAWG to synchronize the 
limited review with SPP’s annual filing with FERC.  
 
E.  Wind Cost Allocation  
 
After the formation of the SPP RTO, several states in SPP’s footprint had adopted renewable 
portfolio standards (“RPS”) with various requirements.  These state policies along with federal tax 
policies led the RSC to consider unique issues related to wind resources and wind cost allocation.  
As a result, these issues and related proposals were initially discussed by the CAWG on October 
24, 2007, reviewed by the RSC at four separate meetings and then unanimously approved by the 
RSC on June 16, 2008.  On June 18, 2009, in Docket No. ER09-1039, FERC conditionally 
accepted SPP’s filing for the proposed wind cost allocation. 
 
Under SPP’s OATT, before the new wind cost allocation, the costs of network upgrades associated 
with designating a generation resource were eligible for base plan funding if, among other things, 
the costs were less than or equal to the “safe harbor limit.” The safe harbor limit established the 
maximum allowable cost of network upgrades associated with designating a generating resource 
that were eligible for base plan funding (at this time 33% postage stamp to region and 67% on a 
MW-mile basis to the SPP pricing zone or zones that were affected by the network upgrade based 
on power flow analysis).  Costs that exceeded the safe harbor limit or were not otherwise eligible 
for base plan funding were directly assigned to the customer. Because the fuel source for wind 
resources is intermittent, SPP stated in its petition to FERC that it generally assigned wind 
resources a net dependable capacity of 10% of their nameplate capacity to calculate the safe harbor 
limit for network upgrade costs associated with wind resources. Therefore, the level of network 
upgrade costs associated with wind resources that were eligible for base plan funding were 
significantly less than that for other types of generating resources.  
 
Generally, network upgrades associated with designating a wind resource were constructed in a 
zone where the wind resource is located (host zone). Thus, the host zone was allocated a majority 
of the network upgrade costs on a MW-mile basis.  SPP stated in its filing that this outcome was 
reasonable when the wind resource was serving load within the same zone because the zone that 
required the network upgrades received the benefit of the upgrades and bore the costs accordingly.  
However, SPP’s cost allocation methodology at the time often resulted in the host zone and other 
non-point of delivery zones for wind resources being allocated a disproportionate share of the costs 
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of such transmission when the load being served was outside of the wind resource’s host zone 
because SPP’s MW-mile methodology took into account the location of the network upgrades and 
not the zone that benefited from the network upgrades.  
 
Under the FERC-approved wind cost allocation, the cost of network upgrades, needed for a wind 
designated network resource to serve load in another zone and that otherwise meets the eligibility 
requirements for base plan funding, is allocated as follows: 67% of the costs are allocated to the 
entire SPP region on a postage stamp basis, and 33% of the costs are directly assigned to the 
transmission customer. Additionally, a network upgrade associated with designating a wind 
resource qualifies for base plan funding if the sum of a customer’s newly requested transmission 
capacity to designate wind and its existing transmission capacity designated for wind does not 
exceed 20% of the customer’s projected system peak responsibility in the first year the customer 
plans to take service from the wind resource. 
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Appendix B 
Sunflower Presentation – Power Flow Analysis2 

  

 

2 Not an adoption by the CAWG/RSC. 

89 of 159



Update for 2017 Data

September 6, 2018

Update the CAWG on the results of the analysis of the 2017 data.
The results of the 2017 data support the conclusions Sunflower 
reached looking at the 2016 data
It still appears that Byway projects are being built, and used, for other 
reasons other than serving local load
o Loads on the Byway voltage facilities during periods of power exports out of 

Sunflower are significantly higher than in periods of imports
New upgrades will probably be Byway projects
o New generation connecting to the Byway
o Parallel flows from the 345 kV are impacting the Byway facilities when exporting
o The will put 2/3 of the cost of the facility upgrades to the local Zone, which may not 

be benefiting from the generation
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Wind Interconnections Status 
On SECI Wires

SPP Peak Load in 2016 = 51,181 MW 

5 yr. demand growth of 1,156 MW in SPP (approx. 2% total or 0.4%/yr.)

Over 15 GW of solar in the queue

More than 60 GW in queue

Wind and solar in the current queue to connect to SECI wires is > 3 GW
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Sunflower zone exported wind power to other SPP members 
o 61.89% of the time in 2016
o 65.85% of the time in 2017 

Number of hours with wind export equal to 5,769 Hours
Number of hours with wind exporting more than 1,000 MW

1,746 Hrs (20% of the year)
Max Export 1,669 MW
Max SECI BA Load = 1,123 MW
Average SECI Load = 659 MW
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Sum of Transmission cost plus ECA
o 2009-2012: Range of $29.50 to $34.00
o 2013-2014: Gas price spike
o 2015-2020: Cost has been growing from $32 in 2015 to a projected $36.50 in 2020
Rate design change in 2015 included cost shifts of non-variable costs 
out of ECA and into Power Supply to align ECA closer to Market Cost
Financing “amend and extend” transaction in 2015 lowered both power 
supply and transmission facility costs
Transmission and ECA are impacted by SPP 
Henry Hub gas price (HH Gas Price) is the average gas price for that 
year and may not exactly match Sunflower’s gas cost due to when 
Sunflower purchased its gas
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How Is The Byway Transmission 
System Used In Wind Rich Areas

2016 Wind Integration Study January 5, 2016
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756 Unique Transfers Modeled (each transfer is 1,000 MW between two zones across all SPP footprint)
Each transfer will flow on the Highway and Byway transmission facilities in each zone.
Example: AEP Zone: 22.8% of all the flows impacted Highway Facilities, 14.2 % of the Flows impacted the Byway

Wind Exp. Entities: MIDW, WFEC, SECI
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Transfer
Amount Owner

Average
Regional Flow 

Pct (All 
Transfers)

Median Minimum Maximum

1,000 MW SUNC 63.52% 67.88% 33.45% 79.17%

1,250 MW SUNC 67.35% 70.67% 35.68% 83.55%

1,500 MW SUNC 71.22% 71.36% 39.54% 85.91%

Transfers
Implemented
Using 2018 
ITP Models

Sink

EMDE KCPL MIDW NPPD OKGE OPPD SPS WERE WFEC

SUNC x x x x x x x x x

Performed Two Case Studies
o When SECI is Exporting Power (i.e. High Wind Case)
o When SECI is Importing Power (i.e. Low Wind Case)
2017 Actual Data
Looked at the differences in the power flows on all the 
tie lines between SECI and its first tier Zones
o MIDW (Midwest Energy)
o NPPD
o SPS
o Westar
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MVA Flow Analysis
Exporting Power vs Importing Power

102 of 159



103 of 159



Many byway transmission experience significant MVA loading increase during 
wind export periods
Out of 2,200 byway miles of line in SECI zone, 522 miles of the transmission 
saw increases in flow due to exporting, not local load serving
Total Average percent change in MVA Flow was calculated at 101% Increase
o Doubling the line flow from “not exporting” to “exporting” cases
Data shows that total average byway system is supporting wind exports to the 
rest of SPP.
o For 2016 and 2017, Byway lines in SECI zone experienced double line loading due to 

exporting wind for over than 60% of the hours
The assumed 33.33% flow on byway lines is to support regional transfers is 
now at almost 65% for SECI zone. 
Some byway SECI lines experience over 80% of its MVA loading was to 
support regional transfers of wind.
With local load level forecast showing minimal growth, this byway line loading 
issue will continue to grow higher as we connect more wind, solar and other 
generation in our zone

SPP Tariff
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Tariff has a limited “Wind protection” rule in the HWBW cost allocation
o Only applies to upgrades from the Aggregate Study Process (i.e. Designated Resources)
o Upgrades in Zones where the Load is NOT located

2/3 of upgrade costs Regionally allocated
1/3 of upgrade cost is direct assigned to Customer

o Does not cover any other renewable resources (i.e. Solar)
Generation Interconnections
o All costs are direct assigned to the GI customer
o Does not cover all the upgrades required to deliver power to the Market
All Customers with Direct Assigned Costs are eligible for Z2 credits
o Over 90% of Z2 credits are uplifted to general rates

Any Z2 credits for Byway Projects do NOT receive the Wind Protection

ITP Upgrades
o All costs are HWBW allocated
o No cost protection if transmission upgrades are indicated for operational issues or Economic 

Upgrades

Four Possible Solutions:
Option 1: Do Nothing
o Pros: Easy to do
o Cons:

Inflicts cost on Zones in SPP that are not seeing the Benefits from the Construction
Having Zones that will fail the RCAR review in the future as the RCAR looks backward not forward on 
transmission investments

Option 2: Modify the Current HWBW – Expand the Wind Protections

Option 3: Modify the Percent Allocations of the Byway Projects

Option 4: Combination of Options 2 and 3
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All costs related to a transmission upgrade which was paid, all or in part, by an entity 
(Sponsored Upgrade) is eligible for Z2 credits
o Over 90% of the Z2 Credits that are collected for payment are uplifted to Transmission Rates using 

HWBW which means that all costs related to a Byway voltage project can be reasonably assumed 
to eventually be cost allocated to the host Zone.

Any Z2 credits for Sponsored Project related to a Generation Interconnection be 
Regionally Allocated
o Only for Generation that is not a DR for the local load. 
o Cost allocated for Byway Upgrades related to local DR – Normal HWBW
Economic Upgrades related to releasing “trapped generation” into the SPP Market be 
100% Regionally Allocated
Pros:
o Very targeted change
o Protects the Zonal Customers from costs of upgrades that do not benefit them
o Allocates Costs to the Customers that get the benefits, i.e. the entire SPP Market

Assumes these upgrades are required to deliver the cheaper energy from the IPPs to Load outside the host Zone

Cons:
o Does increase the regional costs paid by all load
o Need to be able to define which upgrades qualify for the Regional cost allocation

Use of the Byway System is greater than ever
Model flows indicate that the Byway is supporting more regional flows
A change in the Regional vs Zonal costs is needed
For zones with high renewable energy penetrations, recommend a 
change from 33% Regional, 67% Zonal to a new allocation based upon 
an updated flow analysis (example: 67% Regional, 33% Zonal as 
indicated by the Sunflower Analysis, or even a postage stamp for future 
byway reliability projects)
Pros:
o Allocates costs to those customers getting benefits
o Reflects today’s reality related to what is driving the building of byway facilities
o Minimal Tariff changes to Implement
Cons:
o Additional model runs by SPP Staff to confirm the analysis
o Does shift some transmission costs from a wind rich area zone to the region 
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Makes sense to provide the additional protections to those Zones that 
are receiving a disproportionate number of generation interconnections 
under Option 2
o The current Tariff has several significant “holes” that can inappropriately over 

allocate costs to a Zone
o Properly allocated the cost of any Z2 credit payments to those customers benefiting 

from the upgrade
Make the change in percentage allocation as supported in Option 3 to 
reflect the current reality of how the byway facilities are being used

Sunflower believes that Option 4 is the correct strategy
o Change the Tariff to stop the inadvertent allocation of costs of 

upgrades to the host Zonal customers
o Sunflower is proposing to change the cost allocation to match or be 

close to the usage of the HWBW transmission system. 
o Future projects should be changed to reflect a new zonal allocation

Sunflower supports wind and solar development projects and 
only wants to be sure all SPP Customers are paying the 
proper costs for transmission upgrades being built.
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Appendix C 
Southwest Power Pool Presentation – Load Flow Analysis 
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SPP Planning Staff 
Review of Sunflower 
Analysis for Wind 
Rich Areas 
Cost Allocation Working Group

October 2, 2018

2
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Introduction
• Sunflower Electric Power Corporation (SECI) 

provided the CAWG a presentation regarding cost 
allocation for wind rich areas.  

• SECI has indicated that upgrades in SECI’s zone 
identified in SPP Planning processes are not 
needed for SECI’s load but are needed to export 
generation outside of SECI.  However, SECI must 
pay 2/3 of the cost of such upgrades in accordance 
with the Highway/Byway methodology. 

• SPP Engineering Staff has been asked to review the 
analysis – specifically the transfer impact analysis 
on pages 15-16 of the SECI presentation.

• Staff has been in contact with SECI regarding the 
approach and methodology of the analysis.  

3

Injection Analysis Review
• The analysis studied injections and withdrawals on 

the transmission system and the usage of the 
system for each injection/withdrawal pair.  The 
withdrawal was simulated by using the load in the 
sinking area.  
 This is slightly different than Sunflower’s analysis that 

studied incremental transfers of 1,000 MW by 
decreasing generation in the sinking areas.   

• For purposes of the analysis, a 33% usage of the 
byway system would be consistent with 33% 
regional funding of byway upgrades.  

4
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Injection Analysis Review

5
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Injection Analysis Review
• Transmission Owners (TOs) with denser loads 

(AEP, OKGE, KCPL, OPPD) will handle on average 
33% of all (regional and local) transactions on 
their systems.

• TOs with less dense loads (NPPD, WAPA, WFEC) 
will have larger impacts on their byway systems.  
 Some TOs with few highway facilities (WFEC) will 

have larger impacts on byway systems.

• SPP’s analysis showed SECI’s byway system 
handled 41% of transactions (regional and local) 
compared to 47% in SECI’s analysis.  

• SPP’s analysis calculated an average of 50% 
regional usage of the byway system – compared to 
46% in SECI’s analysis.  

6
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Injection Analysis Review
• The unweighted average of 50% usage of byway 

facilities does not take into account the size of the 
system – in mileage of load – nor does it take into 
account the weighting of transactions (importing 
or exporting) that each system handles on a daily 
basis.  

7

Injection Analysis Review
• For transactions in which SECI exports, the SECI 

byway system was seen to handle approximately 
40% of transactions.

• For transactions in which SECI imports, the SECI 
byway system was seen to handle approximately 
67% of transactions. 
 The sink of these transactions is Sunflower load, so an 

expected value is 2/3 or 67%.   

• For all other transactions not involving SECI load 
or generation, there was a 31% usage of SECI 
byway facilities.    

8
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Injection Analysis Review

9

0%

10%

20%

30%

40%

50%

60%

70%

All Transactions Exclude SUNC
Transactions

SUNC Exports SUNC Imports

SUNC Byway Impacts by Transaction

Supplemental SECI Analysis
• At the September HITT meeting, SECI provided 

additional analysis regarding the nature of 
transactions that normally occur on the SECI 
system.  

• For 2017, Sunflower exported generation 66% of 
the time (5770 out of 8760 hours).
 When exporting, the average export was 723 MW.
 Taking all 8760 hours into consideration, the average 

export was 360 MW.
 37% of the time during 2017, SECI exported an 

amount of generation equal to the amount of its load 
at the time (e.g.  400 MW of load compared to 800 
MW of generation).

 8% of the time during 2017, SECI exported twice as 
much generation as it had load at the time.

10
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Supplemental SECI Analysis

11
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Supplemental Staff Analysis
• SPP performed an alternate analysis that took into 

account the line mileage associated with the 
transactions (MW-mile type analysis).

• MW-mile type analysis indicates a greater usage 
of the highway system for all TOs.  

• This analysis skews toward highway usage as most 
highway facilities will carry larger amounts of 
energy and are of longer mileage.  

• Sunflower’s impacts were seen to be around 24% 
compared to 33% of the SPP region.    

12
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Supplemental Staff Analysis

13
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Supplemental Staff Analysis

14

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

23%

54%

40%

35%

28%
33%

20%
16%

46% 47%
50%

61%

23%

0%

90%

35%

Transfer Impacts -
Region's Usage of Each Zone.

Byway System - MW-Mile  ITC/PW excluded 
from Sunflower Zone                     

Biway usage % of Total

115 of 159



Conclusions

15

• The differences in impacts between the highway and 
byway usage vary by transmission zone.  The 
differences could be due more to the nature of the 
transmission systems (few highway facilities) rather 
than the usage of the systems.  Systems that are 
dominated by byway voltages will register more 
usage of the byway system.  

• The impact analysis performed by Sunflower 
indicates an unweighted average regional usage of 
the byway system at 46%.  SPP’s analysis indicated an 
unweighted average regional usage of 50%.  
 An alternate analysis by SPP that weighted the analysis 

by mileage of the transmission system indicated a 
regional usage of byway transmission systems of 35%. 

Conclusions

16

• An analysis of data that would apply weighting to 
import/export activities suggests that that the 
Sunflower transmission system is exporting energy 
to the SPP footprint approximately 66% of the time 
during 2017.  
 Not only is SECI a net exporter, but it has at least twice 

as much generation on line as load in its area 37% of 
the time in 2017.  Furthermore, for 8% of hours in 
2017, Sunflower had at least three times as much 
generation in its area as load.  

• The data provided by SECI and subsequently analyzed 
by SPP Staff would indicate that the transmission system 
in different areas of SPP is used differently based on 
several factors including the presence generation for 
export in those areas.  
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Appendix D 
Various Rate Options Considered by CAWG 
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Ranking of Options

Wind Rich Cost Allocation

CAWG Member

Provide a score of 5 to 1 to your top five options.

Your highest priority option should receive a 5, your

second highest a 4, decreasing to 1 for your fifth preferred

option.

Score Option

Revise byway cost allocation for entire region.

Injection rate for ERIS generation.

Injection rate for generation without firm service.

Injection rate for generation in excess of certain percentage of load.

Injection rate for all generation, assessed to load on load ratio share basis.

Zonal consolidation for Schedule 11

Revise byway cost allocation in wind-rich zones.

Votes ERROR

Comments:

0 ERROR

0 ERROR

0 ERROR

0 ERROR

0 ERROR

Monitor wind rich area issue through the first two cycles of the new ITP 

process before implementing any solutions (similar to what has been done 

with deficient zones in RCAR)
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Appendix E 
Tally of Ballots 
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Ranking of Options
Wind Rich Cost Allocation

Results Krajewski               
Nebraska

Ireland            
Arkansas

Aarnes                   
KCC

Claiborn-
Pinto                        
Texas

Shock                  
North                

Dakota

Pitts                        
New 

Mexico
Sisung                   

Louisiana

Rislov                           
South 

Dakota
Schmitt                     

Iowa
Chaplin                   

Oklahoma
McKinnie                 
Missouri Total

Option
Revise byway cost allocation 
for entire region. 3 3 4 3 4 3 2 22
Injection rate for ERIS 
generation. 2 4 1 5 3 4 19
Injection rate for generation 
without firm service. 1 5 3 2 3 5 19
Injection rate for generation 
in excess of certain 
percentage of load. 1 1 1 2 1 4 2 12
Injection rate for all 
generation, assessed to load 
on load ratio share basis. 5 4 4 13
Zonal consolidation for 
Schedule 11 4 5 3 4 5 5 4 3 33
Revise byway cost allocation 
in wind-rich zones. 2 5 3 1 2 5 1 19

Monitor wind rich area issue 
through the first two cycles 
of the new ITP process 
before implementing any 
solutions (similar to what has 
been done with deficient 
zones in RCAR) 2 5 2 2 4 5 1 1 22

COMMENTS:

New Mexico

Under zonal consolidation, I am assuming all 3 zonal plans are still up for consideration (6 zones, 5 zones, and 4 zones), since there was no 
breakdown of proposals the way there was for the injection rate options.
We believe that eastern New Mexico and western Texas is also a wind-rich zone (or emerging wind-rich zone) with over 1000 MW of wind 
being developed, which will change its percentage in the charts that Sunflower EC developed.
Therefore, it's important to look at the 4-zone consideration as well and not only the zonal re-configuations that leave Southwestern Public 
Service as a stand-alone pricing zone while consolidating many of the other wind-rich areas.
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Louisiana

Too many things work in concert - it's really hard to say zonal consolidation is good without knowing whether there is also a change in cost 
allocation.  I have a hard time thinking that zonal consolidation by itself would solve the issue, but I await the analysis on that possibility.

Louisiana Staff strongly prefers that transmission system upgrade costs associated with delivering large amounts of wind energy from wind-
rich areas be properly allocated to parties receiving the benefits of this wind energy.  A wind generator that funds all transmission system 
upgrades to achieve full network service has fairly covered the cost of delivering their wind energy to the network load.  However, ERIS 
generators are not funding transmission system upgrades necessary to deliver ERIS generation to the network load or others.  A generator 
injection rate included in the cost of generation appears to be a direct and fair methodology to ensure the beneficiary of ERIS generation 
funds the full cost of this generation including delivery.  A generator injection rate will tend to alleviate issues associated with PPA's,  virtual 
PPAs, exported power  or similar situations where the ERIS generation is diverted such that the network load does not receive the benefit 
of this generation.  It is inherently unfair for native/local load to be assessed transmission system upgrade costs resulting from ERIS 
generation that is being exported
or operating under agreement structures that do allocate costs fully to the benefiting parties. 
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Cost Allocation in 
Wind Rich Areas
Regional State Committee Educational Session

July 29, 2019
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Overview of Agenda Item
• Summary of motions adopted by CAWG and 

included in report

• Request RSC accept final report as completing 
scope of work approved in April 2018
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Key Items From Report
• Summary
CAWG determined that the current cost 

allocation methodology and/or rate 
recovery mechanism in zones with high 
proportion of generation to zonal load is not 
reflective of cost causation principles.

• CAWG adopted three motions with 
recommended actions to address this 
issue
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Motion One
• The CAWG endorses inclusion of HITT 

recommendation to decouple Schedule 9 
and Schedule 11 transmission pricing 
zones, allowing for potentially larger 
Schedule 11 pricing zones in the Wind 
Rich Cost Allocation Whitepaper.
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Motion Two
• The CAWG endorses inclusion of HITT 

recommendation to evaluate facility cost 
allocation review process in the Wind 
Rich Cost Allocation Whitepaper.
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Motion Three
• The CAWG endorses inclusion of a future 

study of a generator injection rate in the 
Wind Rich Cost Allocation Whitepaper.
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CAWG Action
• CAWG approved the Cost Allocation in 

Wind-Rich Areas Report, with exception 
of the summary on its conference call on 
July 17

• Approved Summary via email vote on July 
18
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Requested RSC Motion
• The RSC accepts the Wind Rich Area 

Report and endorses CAWG’s 
recommendations:

• Decouple Schedule 9 and Schedule 11 
transmission pricing zones, allowing for 
potentially larger Schedule 11 pricing zones

• Evaluate byway facility cost allocation review 
process

• Consider future study of a generator injection 
rate
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