Southwest Power Pool
BOARD OF DIRECTORS/MEMBERS COMMITTEE MEETING
Doubletree Hotel Downtown, Tulsa, Oklahoma
April 26, 2011
- Summary of Action Items 1. Approved Consent Agenda items:
a. January 25, 2011 and February 23, 2011 minutes.
b. Markets and Operations Policy Committee Recommendations:
i. SPCWG – Criteria 7 Revisions consistent with the NERC definitions of a misoperation
ii. TWG – Criteria 4.4.2 Revisions: Criteria 4.3.5 Revisions
iii. RTWG – TRR033 – Modifications to GIA Consent to Assignment Letter
c.

Finance Committee Recommendations:
i. Annual Financial Audit
ii. Benefit Plan Funding

2. Approved the Markets and Operations Policy Committee’s recommendation to implement the
Integrated Marketplace with Combined Cycle Standard Design on March 1, 2014 and
implementation of the Combined Cycle Enhanced Design no later than March 1, 2015.
3. Approved the Markets and Operations Policy Committee’s recommendation that the Board of
Directors approve TRR041 with the exception of Section 5.2.1, Gross obligation language and
TRR042 including the modification of Section 7.4 changing the default cure period from five days to
two days.
4. Approved SPP Staff’s recommendation to initiate the Integrated Marketplace’s build and
implementation phase with an implementation date of March 1, 2014, immediately executing vendor
contracts for software development with total project expenditures not to exceed $105 million for the
Integrated Marketplace and Consolidated Balancing Authority.

MINUTES NO. 140
Southwest Power Pool
BOARD OF DIRECTORS/MEMBERS COMMITTEE MEETING
Doubletree Hotel Downtown, Tulsa, Oklahoma
April 26, 2011
Agenda Item 1 - Administrative Items
SPP Chair Mr. Jim Eckelberger called the meeting to order at 8:05 a.m. The following Board of
Directors/Members Committee members were in attendance or represented by proxy:
Mr. Larry Altenbaumer, director
Ms. Phyllis Bernard, director
Mr. Julian Brix, director
Mr. Nick Brown, director
Mr. Mike Deggendorf, Kansas City Power and Light
Mr. Jim Eckelberger, director
Ms. Trudy Harper, Tenaska Power Services Company
Mr. Kelly Harrison, Westar Energy
Ms. Cindy Holman, Oklahoma Municipal Power Authority
Mr. Rob Janssen, Dogwood Energy
Mr. Jeff Knottek, City Utilities of Springfield
Mr. Brett Kruse, Calpine Energy Services
Mr. Steve Parr, Kansas Electric Power Cooperative
Mr. Josh Martin, director
Mr. Mel Perkins, OG+E Electric Services
Mr. Pat Pope, Nebraska Public Power District
Mr. Gary Roulet, Western Farmers Electric Cooperative
Mr. Harry Skilton, director
Mr. Stuart Solomon, American Electric Power
Mr. Tom Hestermann, proxy for Mr. Noman Williams, Sunflower Electric Power Corporation
Mr. Mike Wise, Golden Spread Electric
Mr. Eckelberger asked for a round of introductions. There were 115 persons in attendance either in person or
via phone representing 30 members (Attendance List - Attachment 1). Mr. Nick Brown reported proxies and
a quorum was declared (Proxies - Attachment 2).
Mr. Eckelberger congratulated and recognized Mr. Pat Pope as the newly named President and Chief
Executive Officer of the Nebraska Public Power District. Mr. Pope thanked everyone and introduced
Nebraska Public Power District’s new Chief Operating Officer, Mr. Tom Kent.
Agenda Item 2 – Board Reports
President’s Report
Mr. Nick Brown provided the President’s Report (President’s Report – Attachment 3). Mr. Brown called
attention to the March 2011 Financial Report and stated that the Corporate Metrics would be addressed
following his report. He then reminded the group of the SPP Mission Statement, “Helping our Members work
together to keep the lights on…today and in the future” and two of the five Value Propositions; Relationship
Based and Member Driven. To quantify the value propositions, Mr. Brown noted that in the last five years
SPP was involved in 1174 dockets in which a total of only 87 protests were filed and only one was set for
hearing. He stated that this demonstrates SPP and its members work in a collaborative fashion. There has
been no turnover in SPP’s officer team, but Mr. Brown announced that sadly Mr. Les Dillahunty would be
retiring at the end of June 2011. He thanked Mr. Dillahunty for his excellent work at SPP and for filling the
roll of a mentor. Mr. Brown also recognized the six elected Board of Directors and thanked Mr. Jim
Eckelberger and Mr. Harry Skilton for their many years of leadership as original non-stakeholder directors.
Mr. Brown asked that Mr. Carl Monroe present the Corporate Metrics Report. Mr. Monroe called attention to
3

SPP Board of Directors/Members Committee Minutes
April 26, 2011
the Financial Settlement Index (slide 9), which reflects late payments. He encouraged members to review
these settlement metrics in particular and invited other questions regarding the Corporate Metrics Report.
Regional State Committee Report
Mr. Thomas Wright (Kansas Corporation Commission) presented the Regional State Committee (RSC)
report. Mr. Wright stated that the RSC met on April 11 and April 25 and discussed the following items:
April 11
• Elected Mr. Barry Smitherman to the position of Vice President and Mr. Jeff Cloud to the position of
Secretary/Treasurer.
• Approved the Cost Allocation Working Group recommendation to engage Brattle Group as a seams
cost allocation consultant.
April 25
• Approved a revision to the 2011 Budget to allow for the hiring of a seams cost allocation consultant.
• The agenda included updates and reports from various groups including a report from Mr. Trip
Doggett, CEO of ERCOT, regarding the ERCOT Nodal Market.
Federal Energy Regulatory Commission Report
Mr. Patrick Clarey provided an update on recent FERC activities:
February
FERC issued the 2010 Report on Demand Response and Advanced Metering covering calendar
year 2009.
The Commission issued a Notice of Proposed Rulemaking seeking comments on compensation for
frequency regulation service in the organized wholesale energy markets.
March
FERC held a conference to consider issues, which evolved since Order No. 888, related to the
ownership of and priority access rights to new transmission projects.
FERC established a new rule detailing how demand response resources are paid in organized
wholesale energy markets. The rule requires organized wholesale energy market operators to pay
demand response resources the market price for energy, known as the locational marginal price
(LMP), when those resources have the capability to balance supply and demand as an alternative to
a generation resource and when dispatch of those resources is cost-effective.
April
FERC issued its initial review of a series of performance measures that track operations of organized
regional electricity markets. The report provides an initial analysis of 57 performance measures of
how the organized markets operated over the five-year period of 2005 to 2009.
The Commission proposed to enhance electricity market transparency by requiring certain market
participants that are not subject to Section 205 of the Federal Power Act to file electric quarterly
reports (EQRs).
FERC affirmed an ALJ order and ordered former Amaranth Advisors LLC trader Brian Hunter to pay
a $30 million civil penalty for violating the Commission’s anti-manipulation rules. This is the first fully
litigated proceeding involving FERC’s enhanced enforcement authority under section 4A of the
Natural Gas Act, which prohibits manipulation in connection with transactions subject to FERC
jurisdiction.
Regional Entity Trustee Report
Mr. John Meyer presented the Regional Entity Trustee report (RE Report – Attachment 4). The report
included updates on:
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•

2012 Preliminary Draft Business Plan and Budget

•

Emerging Issues: Bulk Electric System Definition and Event Analysis

•

Most Frequently Violated Standards

•

Mitigation Plan Status

•

RE Outreach Activities

Following the report, Mr. Meyer requested that any questions be sent to him or Stacy Dochoda to be
included on the agenda for future RE meetings. Mr. Eckelberger and Mr. Nick Brown stressed the
importance of people becoming involved in RE meetings and activities in the future.
Ms. Phyllis Bernard raised concerns regarding continued comments from stakeholders related to the
application and interpretation of standards in the audit process. More specifically, entities have noted
concerns with seeming “retroactive” application of standards/interpretations and/or a focus on low risk items.
Ms. Bernard is concerned by these comments from the perspective of efficiency as well as whether
regulations/rules may be created outside the required administrative process. Mr. Meyer committed to
explore these comments.
Strategic Planning Committee Report
Mr. Ricky Bittle provided a Strategic Planning Committee update on the draft recommendation for the RSC
Motions (SPC Report – Attachment 5). Mr. Bittle addressed the following topics and recommendations:
•
•
•
•

Design Best Practices and Performance Criteria
Tracking/Estimates
Estimates Outside a Bandwidth
Assignments and Novations

Following discussion, Mr. Bittle stated that the goal was to develop a consistent process for transmission
cost projections and study stage estimates. The next steps are for the SPC Task Force to consider feedback
and present the final recommendation to the SPC, Regional State Committee and then the Board of
Directors for approval. Mr. Bittle reminded everyone that the SPC Task Force meeting schedule is posted on
the web for those wishing to attend.
Human Resources Committee Report
Ms. Phyllis Bernard provided the Human Resources Committee report. The group met on April 25 and
discussed the following issues:
•
•
•
•

•

The self-funded medical plan operation initiated on January 1, 2010, which has saved SPP just over
$1 million.
Reviewed the 2010 Performance Compensation Process allocation and distribution.
Reviewed the Human Resources Committee Scope.
Reviewed the Staff report on fraud prevention and detection methods for SPP benefit plans, such as:
the annual Ethics and Code of Conduct training, Harassment and Discrimination Awareness training,
Security training, seven year CIP background check, and processes and procedures for internal and
external auditors.
Heard a report regarding Human Resources activities.

Ms. Bernard announced that the Committee will hold a retreat on July 18-19 in Little Rock. The group will set
the 2012 meeting schedule, approve merit funding for the 2012 SPP Budget, review investment
management and address strategic planning.
Finance Committee Report
Mr. Harry Skilton provided the Finance Committee report (Finance Committee Report – Attachment 6). Mr.
Skilton stated that the 2010 Financial Audit went very well with no significant adjustments. The 2011 funding
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for the SPP Post-retirement Benefits Plan was approved at $445,000. The audit and benefit plan is included
in the Consent Agenda items for approval.
Other items addressed in this report were: Pension Plan Funding, Rate Structure, and Order 741 Credit
Reforms.
• The Pension Plan is well funded and the Committee has elected to defer funding for 2011. Further
study will be presented at the July Board of Directors meeting.
• The Strategic Planning Committee will discuss three options for Rate Structure at its upcoming
retreat: current status, single bundled rate; fully unbundled, separate rates for each service; and
hybrid, core bundled rate with limited service rates.
• Order 741 Credit Reforms issued October 21, 2010 addresses the management of risk and
subsequent use of credit in organized wholesale electric markets. The Credit Practices Working
Group is working to meet compliance filings and Tariff revisions by June 20, 2011 and the netting
provision due by September 20, 2011. Members are encouraged to be involved and attend
meetings.
Agenda Item 3 – Consent Agenda
Mr. Eckelberger presented the following Consent Agenda items for approval (Consent Agenda – Attachment
7):
a. Approve January 25, 2011 and February 23, 2011 minutes
b. Approve Markets and Operations Policy Committee Recommendations:
i. SPCWG – Criteria 7 Revisions consistent with the NERC definitions of a
misoperation
ii. TWG – Criteria 4.4.2 Revisions: Criteria 4.3.5 Revisions
iii. RTWG – TRR033 – Modifications to GIA Consent to Assignment Letter
c. Approve Finance Committee’s:
i. Annual Financial Audit
ii. Benefit Plan Funding
Mr. Eckelberger asked for requests to remove any items from the Consent Agenda or a motion to approve.
Mr. Steve Parr asked that the January 25 minutes reflect that he was in attendance at the Executive Session.
Mr. Nick Brown moved to approve the Consent Agenda items as revised and Mr. Harry Skilton
seconded the motion. The Members Committee voted in unanimous approval. The Board voted; the
motion passed.
Agenda Item 4 – Oversight Committee Report
Mr. Josh Martin provided the Oversight Committee report. The Committee met on April 4 at the offices of
Wright & Talisman in Washington, D.C. Mr. Martin reminded everyone that this group is part of the
reorganization implemented by SPP at the beginning of the year, placing Internal Audit, Compliance and
Market Monitoring in one group under Ms. Stacy Duckett as Chief Compliance Officer. These groups
previously reported and will continue to report to this Committee. Carol White, SPP’s liaison in the FERC
Office of Market Oversight and Investigations, attended with the usual attendees. Reports and updates from
each of the three groups reporting to the Committee include:
Internal Audit has been engaged in Risk Assessments for each of the Controls Objectives as
required by SSAE16 (formerly SAS70). These have been completed and appropriate follow-up
activities are in process, including updates to controls, process improvements and options for
automating certain functions. The Committee had previously requested Internal Audit conduct
regular reviews of the construction project and report on adherence to budget and timeline. The
reports are being received with no noted concerns to date.
Compliance has undergone a reorganization and expansion since the first of the year with a new
Director, Mr. Philip Propes. Organizational plans have been implemented to support the expanded
role of compliance. The Compliance Department hosted one of its quarterly Forums in March. This
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group has also initiated a plan for a Member Outreach initiative to be fully implemented in the coming
months. Any questions or comments can be directed to Ms. Stacy Duckett or Mr. Philip Propes.
The Market Monitoring Unit has been focused on the 2010 State of the Market Report. In addition,
the MMU was engaged in the MWG’s review of its and Boston Pacific’s reviews of the Integrated
Marketplace design. They also hosted two FERC staff members from the Office of Market Oversight
and Investigations, including Carol White. The MMU hosts these FERC staff one to two times each
year to provide in-depth education on SPP’s market services and the MMU’s monitoring activities.
Two reports of note were the 2010 State of the Market Report, produced in-house for the first time, and a
Looking Forward Report, prepared by Boston Pacific. Mr. Martin asked that Mr. Alan McQueen (SPP’s
MMU) and Mr. Craig Roach (Boston Pacific) present these reports.
2010 State of the Market Report
Mr. Alan McQueen reviewed the 2010 State of the Market Report (SOM Report – Attachment 8).
Overall the Energy Imbalance Services (EIS) Market has performed well. Mr. McQueen encouraged
members to send him any comments or questions. The final report will be posted on the SPP
website.
Looking Forward Report
Mr. Craig Roach presented the Looking Forward Report (Looking Forward Report – Attachment 9).
In consultation with the Oversight Committee, this report addressed seven issues, considering them
from the standpoint of importance to SPP, indications of impact, and a recommendation to the
Board. Issues addressed are: shale gas revolution; four EPA regulations; greenhouse gas emission
control; federal clean energy standard; Production Tax Credits (PTC); electric vehicles and demand
response.
Mr. Eckelberger requested that any compliance development be coordinated with the Regional Entity
Trustees. Mr. Martin stated that this will be done.
Agenda Item 5 – Markets and Operations Policy Committee Report
Mr. Bill Dowling provided the Markets and Operations Policy Committee report (MOPC Report – Attachment
10). Mr. Dowling offered to entertain questions from the MOPC Consent Agenda items. He then addressed
the Integrated Marketplace recommendation. The Market Working Group (MWG) reported that all of the
Boston Pacific and MMU recommendations were resolved through either modifications of the Integrated
Marketplace design or acceptance of the existing design with the following exceptions:
•
•
•

Five-minute settlement
Must offer provision
Enhanced combined cycle functionality

The MWG recommended proceeding with implementation of the Integrated Marketplace design as accepted
by the MOPC at the January 12, 2011 meeting with the following modifications:
•
•
•

Explicitly describe the process for adjusting the ARR nomination caps.
Remove the provision allowing the Reserve Zone internal obligation transfers.
Remove the provision allowing an operating Reserve Zone minimum to be equal to the available
Operating Reserve in a zone.

Following discussion, Mr. Dowling presented the MOPC recommendation that the Board of Directors:
Approve implementation of the Integrated Marketplace with Combined Cycle Standard Design on
March 1, 2014 and implementation of the Combined Cycle Enhanced Design no later than March
1, 2015.
Mr. Harry Skilton moved to approve the motion as presented and Ms. Phyllis Bernard seconded the
motion. The Members Committee voted in favor with Ms. Trudy Harper, Mr. Steve Parr and Ms. Cindy
Holman in abstention. The Board voted; the motion passed.
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Mr. Dowling pointed out that a great deal of time and work has been put forth in order to reach the point of
Integrated Marketplace implementation including: 31 meetings, 14 net conferences and 116 individual votes.
He thanked everyone for their hard work.
Mr. Dowling then provided background information regarding Credit Policy Order 741: TRR041compliance changes and TRR042-ministerial changes. The MOPC recommendation is:
MOPC recommends approval of TRR041 with the exception of Section 5.2.1, Gross obligation
language.
MOPC recommends approval of TRR042 including the modification of Section 7.4 changing
the default cure period from five days to two days.
In discussion, it was agreed that paragraph 3.1.1.8 of TRR041 should be reviewed for clarity. Mr.
Harry Skilton moved to approve TRR041 and TRR042 as adjusted and Mr. Julian Brix seconded the
motion. The Members Committee voted in unanimous favor. The Board voted; the motion passed.
Mr. Dowling and Paul Suskie (SPP) are working to form the Regional Allocation Review Task Force (RARTF)
and on a proposed charter. The task force will consist of seven members: three task force members from
the RSC and four members from the SPP Members. Mr. Eckelberger stressed the importance of this effort
in working through the unintended consequences/cumulative equity principles as outlined in the OATT.
Mr. Dowling concluded his report with additional informational items.
Agenda Item 6 – Staff Recommendation for Integrated Marketplace
Mr. Bruce Rew presented the Staff recommendation to fund and execute vendor contracts for the Integrated
Marketplace (Staff Recommendation – Attachment 11). Staff has selected Accenture for project
management and system integration, Alstom Grid for market and energy management systems, Nexant for
transmission congestion rights administration, and OATI for energy scheduling and reserve-sharing systems.
Mr. Rew asked that the Board of Directors consider the following recommendation:
Initiate the Integrated Marketplace’s build and implementation phase with an implementation
date of March 1, 2014, immediately executing vendor contracts for software development with
total project expenditures not to exceed $105 million for the Integrated Marketplace and
Consolidated Balancing Authority.
During discussion Mr. Rew pointed out that the $105 million figure does not include capital interest.
Mr. Julian Brix moved to approve the motion as presented and Mr. Harry Skilton seconded the
motion. The Members Committee voted in favor with Ms. Trudy Harper and Ms. Cindy Holman in
abstention. The Board voted; the motion passed.
Agenda Item 7 – Future Meetings
Mr. Eckelberger reminded everyone of the June 13-14 educational meeting in Dallas, Texas and the next
business meeting on July 26 in Kansas City, Missouri (Future Meetings – Attachment 12).
Adjournment
With no further business, Mr. Eckelberger thanked everyone for participating and adjourned the meeting at
2:30 p.m.
Stacy Duckett, Corporate Secretary
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April 26, 2011
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•

AGENDA

•

8:00 a.m. – 3:00 p.m. CST

1. Call to Order and Administrative Items .................................................................... Mr. Jim Eckelberger
2. Board Reports
a.
b.
c.
d.
e.
f.
g.

President’s Report ...............................................................................................Mr. Nick Brown
Regional State Committee Report ....................................................... Commissioner Jeff Davis
Federal Energy Regulatory Commission Report ............................................ Mr. Patrick Clarey
Regional Entity Trustees Report......................................................................... Mr. John Meyer
Strategic Planning Committee Report ................................................................. Mr. Ricky Bittle
Human Resources Committee Report ......................................................... Ms. Phyllis Bernard
Finance Committee Report............................................................................... Mr. Harry Skilton

3. Consent Agenda ....................................................................................................... Mr. Jim Eckelberger
a. Approve January 25 and February 23, 2011 minutes
b. Markets and Operations Policy Committee
i. SPCWG – Criteria 7 Changes
ii. TWG – Criteria 4.4.2 Revisions: Criteria 4.3.5 Revisions
iii. RTWG – TRR033 – Modifications to GIA Consent to Assignment Letter
c.

Finance Committee
i. Annual Financial Audit
ii. Benefit Plan Funding

4. Oversight Committee Report ........................................................................................... Mr. Josh Martin
a. 2010 State of the Market Report ................................................................... Mr. Alan McQueen
b. Looking Forward Report .................................................................................... Mr. Craig Roach
5. Markets and Operations Policy Committee Report ......................................................... Mr. Bill Dowling
a. MWG – Integrated Marketplace Recommendation
b. RTWG – TRR041-Order No. 741 – Compliance Changes-Credit Reform Rule
c. RTWG – TRR042-Order No. 741 – Ministerial Changes
6. Staff Recommendation for Integrated Marketplace .......................................................... Mr. Bruce Rew
7. Future Meetings ........................................................................................................ Mr. Jim Eckelberger
BOD – June 13-14 ............................................................... Dallas
RET/RSC/BOD – July 25-26 ....................................... Kansas City
RET/RSC/BOD – October 24-25 .................................... Santa Fe
BOD – December 13 ..................................................... Little Rock

Relationship-Based • Member-Driven • Independence Through Diversity
Evolutionary vs. Revolutionary • Reliability & Economics Inseparable

Subject:

SPP Board of Directors/Members Committee Agenda & Background 4/26/11

From: Williams, Noman [mailto:NWilliams@sunflower.net]
Sent: Tuesday, April 19, 2011 2:08 PM
To: Cheryl Robertson; Stacy Duckett; Paul Suskie
Cc: Hestermann, Tom
Subject: RE: SPP Board of Directors/Members Committee and Special Meeting of Members Agenda & Background
4/26/11

Unfortunately I need to attend another meeting on Tuesday, April 26, 2011 and will not be able to attend the BOD /
Member Committee meeting as planned. I would like to provide my proxy to Tom Hestermann (Sunflower) for meeting.
Please let me know if this is acceptable.
Noman Williams
Vice President, Transmission Policy
Sunflower Electric Power Corporation
nlwilliams@sunflower.net
Telephone: 785/623-3332
Fax: 785-623-3395
Cell 785-259-5110
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2011 Financial Commentary
As of March 2011
(in thousands)

Summary
2011 FY
Forecast
Revenues
Expenses
Net Loss

$129,283
133,954
($4,671)

2011 FY
Budget
$129,399
138,654
($9,255)

Fav/(Unfav)
Variance
($116)
4,700
$4,583

(0.1%)
3.4%
49.5%

Revenue
2011 FY
Forecast
Tariff Administration Service
Fees & Assessments
Contract Services & Misc Income
Total Revenue

$71,503
25,059
32,720
$129,283

2011 FY
Budget
$72,030
24,264
33,105
$129,399

Fav/(Unfav)
Variance
($527)
795
(385)
($116)

(0.7%)
3.3%
(1.2%)
(0.1%)

Tariff Administration Service revenues are unfavorable to budget primarily due to lower than
anticipated billable load. The current network load forecast has been adjusted to reflect all
customer data, which was not available during the development of the operating budget.
It is projected that load will remain at 2% under original budget.
Fees & Assessments revenues are favorable to budget primarily due to higher than
anticipated FERC Fee collections.

Expense
2011 FY
Forecast
Salary & Benefits
Assessments & Fees
Communications & Maintenance
Services
Depreciation & Amortization
Other Expenses
Total Expense

$64,700
14,119
10,049
15,297
15,571
14,218
$133,954

2011 FY
Budget
$65,168
14,119
11,331
17,500
15,853
14,683
$138,654

Fav/(Unfav)
Variance
$468
(0)
1,281
2,203
282
465
$4,700

Maintenance forecast was reduced by $1M, as the decision was made to pursue an
equipment purchase in lieu of renewing maintenance on existing equipment.
Outside services expense was decreased in the forecast for the Regulatory department to
reflect current anticipated spend for outside legal counsel.
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(0.7%)
(0.0%)
11.3%
12.6%
1.8%
3.2%
3.4%

Southwest Power Pool
Forecast Overview
As of March 2011
CONSOLIDATED TOTAL
(in thousands)

Actual Actual Actual
Fcst
Fcst
Fcst
Jan-11 Feb-11 Mar-11 Apr-11 May-11 Jun-11

Income
Tariff Administration Service $6,139
Fees & Assessments
2,460
Contract Services Revenue 2,325
Miscellaneous Income
370
Total Income
11,294

Fcst
Jul-11

Fcst
Fcst
Fcst
Fcst
Fcst FY 2011
Aug-11 Sep-11 Oct-11 Nov-11 Dec-11 Forecast

FY 2011
Budget

Variance
Fav/(Unfav)

FY 2010
Actuals

Variance
Fav/(Unfav)

$5,450
1,863
1,991
482
9,786

$6,033
1,729
2,285
390
10,437

$5,975
2,116
2,332
507
10,931

$5,979
2,106
2,338
292
10,715

$5,975
2,116
2,342
467
10,900

$5,979
2,106
2,332
457
10,875

$6,063
2,116
2,332
337
10,848

$5,975
2,116
2,342
582
11,015

$5,979
2,106
2,336
372
10,794

$5,975
2,116
2,334
442
10,868

$5,979 $71,503
2,106 25,059
2,342 27,629
392
5,090
10,819 129,283

$72,030
24,264
28,031
5,074
129,399

($527)
795
(401)
16
(116)

$64,277
22,285
23,252
6,275
116,089

$7,226
2,774
4,378
(1,185)
13,194

Expense
Salary
Benefits & Taxes
Continuing Education
Salary & Benefits
Employee Travel
Administrative
Assessments & Fees
Meetings
Communications
Leases
Maintenance
Services
Regional State Committee
Depreciation & Amortizatio
Total Expense

3,394
1,451
56
4,902
96
234
1,177
73
278
152
565
984
8
1,098
9,566

3,423
1,804
35
5,261
121
165
1,177
59
261
152
575
1,028
12
1,080
9,892

3,511
1,451
94
5,056
119
464
1,177
31
229
157
584
1,088
9
1,135
10,048

3,504
1,590
62
5,156
191
317
1,177
140
244
155
530
1,566
19
1,098
10,593

3,583
1,590
56
5,229
166
218
1,177
69
244
156
522
1,335
19
1,067
10,204

3,794
1,658
72
5,524
159
186
1,177
87
258
156
504
1,572
52
1,039
10,712

3,861
1,667
57
5,585
164
454
1,177
90
314
156
507
1,229
19
1,141
10,835

3,869
1,673
48
5,590
162
148
1,177
64
314
156
503
1,463
19
1,110
10,707

3,875
1,666
63
5,604
172
186
1,177
94
328
156
582
1,380
20
1,700
11,399

3,864
1,699
49
5,613
203
508
1,177
151
314
159
580
1,233
19
1,720
11,678

3,860
1,663
44
5,567
160
199
1,177
55
314
159
586
1,181
19
1,694
11,112

3,865 44,403
1,702 19,614
46
683
5,613 64,700
135
1,848
237
3,317
1,177 14,119
83
996
328
3,429
159
1,872
582
6,620
1,237 15,297
20
236
1,690 15,571
11,260 128,006

44,966
19,471
731
65,168
1,896
3,468
14,119
1,051
3,408
1,876
7,922
17,500
266
15,853
132,528

563
(143)
48
468
48
151
()
55
(21)
4
1,302
2,203
30
282
4,522

37,981
18,432
483
56,896
1,424
2,899
14,101
775
3,079
1,707
6,354
14,188
178
14,244
115,844

(6,422)
(1,182)
(200)
(7,804)
(424)
(418)
(18)
(221)
(350)
(165)
(266)
(1,109)
(58)
(1,327)
(12,161)

Other Income/(Expense)
Gain (Loss) on Sale of Fixed
Other Income / Expense
Interest Income
Interest Expense
Capitalized Interest
Swap Valuation
Net Other Income (Expense)

4
15
(525)
(505)

12
17
(586)
(556)

20
8
(517)
357
340
208

(733)
(733)

(733)
(733)

(733)
547
(186)

(707)
(707)

(707)
(707)

(707)
710
3

(694)
(694)

(694)
(694)

36
40
(694) (8,029)
50
1,664
340
(644) (5,948)

(9,814)
3,689
(6,126)

36
40
1,785
(2,024)
340
178

()
2,189
56
(3,619)
53
(1,320)

0
(2,153)
(16)
4,410
(1,664)
(287)
291

$1,222

($663)

$597

($395)

($221)

$3

($668)

($565)

($938) ($1,084) ($4,671)
####

($9,255)
1,662,759

$4,583

($1,076)

($3,596)

461
495
(34)

465
508
(43)

476
518
(42)

480
522
(42)

489
525
(36)

526
534
(8)

538
543
(5)

537
543
(6)

Net Income (Loss)
2011 Headcount Actual/Fcst
2011 Headcount Budget
Over / (Under) Budget

($380) ($1,579)
538
545
(7)

540
546
(6)

540
539
1

541
541
-

541
541
-

Mar-13

Jun-13

Sep-13

Projected Fixed Charge Ratio
Trailing 4 Quarters
Dec-10
Actual
Adjusted
Covenant

3.42
3.43
1.00

Mar-11

3.48
3.44
1.00

Jun-11

3.26
3.29
1.00

Sep-11

2.90
2.95
1.00

Dec-11

2.32
2.28
1.00

Mar-12

2.32
2.32
1.00

Jun-12

2.59
2.59
1.00
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Sep-12

2.84
2.84
1.00

Dec-12

3.32
3.32
1.00

3.69
3.69
1.00

4.15
4.15
1.00

4.75
4.75
1.00

Dec-13

5.56
5.56
1.00

Southwest Power Pool

Actual Results Overview
For the Month Ending March 31, 2011
(in thousands)

Income
Tariff Administration Service
Fees & Assessments
Contract Services Revenue
Miscellaneous Income
Total Income

Current Month Compared to Forecast
Mar-11
Mar-11
Variance
Actual
Forecast
Fav/(Unfav)

YTD
Mar-11
Actual

YTD
Mar-11
Budget

Variance
Fav/(Unfav)

YTD
YTD
Mar-11
Mar-2010 Variance
Current Year Prior Year Fav/(Unfav)

$6,033
1,729
2,285
390
10,437

$5,811
2,076
2,342
447
10,676

$223
(348)
(57)
(57)
(238)

$17,622
6,051
6,601
1,242
31,517

$18,008
6,327
7,002
1,226
32,563

($385)
(276)
(401)
16
(1,046)

$17,622
6,051
6,601
1,242
31,517

$16,052
5,291
5,371
1,757
28,470

$1,570
760
1,230
(514)
3,047

3,511
1,451
94
5,056
119
464
1,177
31
229
157
584
1,088
9
1,135
10,048

3,494
1,528
122
5,144
155
320
1,177
55
233
155
572
1,406
20
1,189
10,426

(17)
77
28
89
37
(144)
(0)
24
3
(2)
(12)
318
11
55
378

10,328
4,706
185
15,219
336
864
3,530
163
768
461
1,723
3,101
29
3,313
29,507

10,925
4,752
155
15,832
441
1,110
3,530
239
747
465
1,965
4,762
59
3,595
32,746

597
47
(30)
613
105
246
77
(21)
5
242
1,661
30
282
3,240

10,328
4,706
185
15,219
336
864
3,530
163
768
461
1,723
3,101
29
3,313
29,507

9,201
4,469
138
13,807
267
817
3,190
156
748
418
1,332
3,828
69
4,157
28,789

(1,127)
(237)
(48)
(1,412)
(70)
(47)
(340)
(6)
(21)
(42)
(391)
727
40
844
(718)

Other Income/(Expense)
Gain (Loss) on Sale of Fixed Asset
Other Income / Expense
Interest Income
Interest Expense
Capitalized Interest
Swap Valuation
Net Other Income (Expense)

20
8
(517)
357
340
208

(530)
357
(173)

20
8
14
340
381

36
40
(1,627)
357
340
(854)

(1,232)
(1,232)

36
40
(395)
(357)
340
(335)

36
40
(1,627)
357
340
(854)

14
6
(834)
(69)
(883)

22
34
(793)
(357)
409
(684)

Net Income (Loss)

$597

$76

$521

$1,157

($1,415)

$2,572

$1,157

($1,201)

$2,358

Expense
Salary
Benefits & Taxes
Continuing Education
Salary & Benefits
Employee Travel
Administrative
Assessments & Fees
Meetings
Communications
Leases
Maintenance
Services
Regional State Committee
Depreciation & Amortization
Total Expense
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Southwest Power Pool
Balance Sheet
As of March 31, 2011
(in thousands)

($000)

3/31/2011

12/31/2010

$139,713
28,701
14,594
6,651
189,660

$81,041
25,668
18,509
3,351
128,569

$58,672
3,033
(3,915)
3,300
61,091

51,775
1,763
740

46,000
2,541
652

5,775
(778)
88

243,938

177,761

66,177

5,900
31,188
14 706
14,706
21,759
6,305
79,858

10,348
25,668
13 206
13,206
26,449
6,174
81,844

(4,448)
5,520
1 500
1,500
(4,690)
131
(1,986)

Long Term Liabilities
US Bank Floating Senior Note - 2014
US Bank5.45% Senior Notes - 2016
US Bank Maumelle Mortgage - 2027
Campus 4.82% Senior Notes - 2042
Integrated Marketplace 3.55% Senior Note - 2024
Other Long Term Liabilities
Total Long Term Liabilities

14,750
25,500
4,112
65,000
70,000
3,942
183,305

16,000
27,000
4,163
65,000
4,136
116,299

(1,250)
(1,500)
(51)
(0)
70,000
(194)
67,005

Net Income
Members' Equity
Total Members' Equity

1,157
(20,382)
(19,225)

(1,076)
(19,306)
(20,382)

2,233
(1,076)
1,157

ASSETS
Current Assets
Cash & Equivalents
Restricted Cash Deposits
Accounts Receivable (net)
Other Current Assets
Total Current Assets
Total Fixed Assets
Total Other Assets
Investments
TOTAL ASSETS
LIABILITIES & EQUITY
Liabilities
Current Liabilities
Accounts Payable (net)
Customer Deposits
Current Maturities of LT Debt
Other Current Liabilities
Deferred Revenue
Total Current Liabilites

TOTAL LIABILITIES & EQUITY

$243,938
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$177,761

Variance

$66,177

SOUTHWEST POWER POOL
2011 FORECAST
PROJECT OVERVIEW, DESCRIPTIONS ANALYSIS

PRPC Projects (in thousands)

Future Markets (goes thru 2014)
High Availability
Consolidated Balancing Authority
Future Markets Initiatives Total
New Facilities Construction
Decommission Plaza West & Chenal Offices
New Facility-New Office Building Furnishings
New Facility-Hardware for New Data Center *
New Facility-Operations Hardware - Office Support
New Facility-Security Infrastructure-Office/Campus
New Facility-Telecom/Network/Security *
New Facility Initiatives Total
EMS Upgrade
Centralized Modeling Tool
EMS Enhancements-Foundation
PRR176 Demand Response in the EIS Market
Improved Intermittent Resource Integr-Real-Time Ops **
Implement Mandatory Compliance Standards
PRR 211
PRR Implementation Foundation
Add - Remove SPP Market Entities (BAs, MPs, etc.)
E-terra Vision Implementation
Model Change Submission Tool
Replace OPS1 Outage Coordination Scheduler
Operations Initiatives Total
ITP Data
**
D t Repository
R
it
STEP Project Tracking Database Implementation
Credit Process Stack List Analysis
Load Forecasting Tool **
Stochastic Modeling Tool**
Engineering Initiatives Total
e-Tariff Phase II
Regulatory Initiatives Total
SPP Budgeting & Forecasting System
Portal API Transmission Settlements
Settlements Data API
TLR Settlements Automation
SLIP Tool Enhancement
Administration Initiatives Total
External Facing Service Desk
Dispatcher Training Simulator Enhancement
Process Integrity Initiatives Total
Total PRPC Managed Projects

Owner
Debbie James
Barbara Sugg
L.Nickell/S.Brown
Tom Dunn
Malinda See
Malinda See
Tom Burdick
Richard Bell
Mike Wilkerson
Mike Wilkerson
R.Thornton/B.Bressers
Casey Cathey
Kevin Bates
Casey Cathey
JSmith/Bnewlin/CJBrown
Sam Ellis
CJ Brown
CJ Brown
Eddie Watson
Kevin Bates
C.Cathey/E.Watson
Jason Smith
Keith
K ith Tynes
T
Tony Green
John Mills
John Mills
John Mills
Heather Starnes
Scott Smith
Philip Bruich
Philip Bruich
Philip Bruich
Philip Bruich
RJ Robertson
Jim Gunnell

Prior
Year(s)
Expense

Q1
Actual

Q2
Q3
Q4
Forecast Forecast Forecast

$8,673
$1,222
$194
$10,090
$10,287
$10,287
-

$2,144
$5,241
$9,058
$1,097
$1,051
$760
$0
$90
$3,242
$6,292
$9,908
$4,597 $16,691 $12,986
$1,000
$9,000
$4,891
$791
$169
$6,647
$4,597 $17,691 $34,483
$5
$207
$360
$90
$16
$45
$30
$62
(62)
$50
$40
$43
$60
$45
$16
$40
$30
$43
$20
$20
$133
$194
$64
$274
$554
$722
$42
$30
$80
$120
$105
$140
$45
$60
$260
$362
$40
$142
$310
$40
$142
$310
$294
$294

$20,377

$8,153
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$24,939

$46,079

Total
2011

Future
Expense

Total
Project

Budget
Thru 2013

Over/(Under)
Budget

$6,316
$90
$90
$6,496
$9,208
$271
$134
$9,613
$90
$10
$5
$17
$122
$200
$105
$45
$350
$310
$310
$40
$40
$98
$98

$22,760
$2,998
$180
$25,939
$43,482
$10,000
$4,891
$791
$440
$6,781
$66,384
$572
$180
$101
$90
$153
$86
$43
$40
$408
$1,672
$42
$30
$400
$350
$150
$972
$801
$801
$40
$40
$392
$392

$69,567
$4,265
$73,832
$7,990
$350
$2,111
$10,451
$298
$250
$1,420
$600
$150
$100
$50
$20
$2,888
$141
$141
$140
$140
$50
$50
$25
$50
$175
-

$101,000
$4,221
$4,640
$109,861
$61,759
$350
$10,000
$4,891
$791
$440
$8,892
$87,122
$572
$478
$351
$1,420
$600
$90
$303
$186
$43
$90
$428
$4,560
$183
$30
$400
$350
$150
$1,113
$941
$941
$40
$50
$50
$25
$50
$215
$392
$392

$86,136
$4,165
$4,615
$94,916
$61,861
$350
$10,000
$6,161
$996
$555
$8,541
$88,464
$572
$478
$350
$1,420
$225
$900
$300
$300
$150
$35
$50
$450
$5,230
$234
$50
$400
$350
$150
$1,184
$629
$629
$40
$50
$50
$25
$50
$215
$2
$588
$590

$14,864
$56
$25
$14,945
(102)
(1,270)
(205)
(114)
$350
(1,342)
$1
(225)
(300)
(210)
$3
$36
$8
$40
(23)
(670)
(51)
(20)
(71)
$312
$312
(0)
(0)
(2)
(196)
(198)

$17,030

$96,201

$87,627

$204,205

$191,228

$12,977

SOUTHWEST POWER POOL
2011 FORECAST
PROJECT OVERVIEW, DESCRIPTIONS ANALYSIS

Non-PRPC Projects (in thousands)

PER-005 Job Task Analysis and Assessment
MOS Enhancements Foundation
OATI Enhancements
Improve Utilization of SPP Transmission System
Interregional Situational Awareness Phase 2
Operations Initiatives Total
ITP10 Benefit and Robustness Determination
ITP Resource Integration and Stochastic Tool
Engineering Initiatives Total
2011 IT Apps Foundation
2011 IT Data Management Foundation
2011 IT Server Admin Foundation
2011 IT Service Management Foundation
2011 IT Environment Ops Foundation
2011 IT Tele/Network/Security Foundation
CIP (Ver 4) Project
IT Initiatives Total
IA GP/Rockton License
Process Integrity Initiatives Total
AREVA ETS Foundation
Administration Initiatives Total

Owner
Carl Stelly (Sam Ellis)
CJ Brown
Casey Cathey
L.Nickell/B.Bressers
Jason Smith
Keith Tynes
Keith Tynes
Annette Holbert
Bobby Reynolds
Tom Burdick
John Kelly
Larry Buster
Mike Wilkerson
Phillip Propes
Lauren Krigbaum
Philip Bruich

Total PRPC Managed Projects

TOTAL PROJECTS

Prior
Year(s)
Expense

Q1
Actual

Q2
Q3
Q4
Forecast Forecast Forecast

Total
2011

Future
Expense

Total
Project

Budget
Thru 2013

Over/(Under)
Budget

-

$55
$90
$145
$10
$554
$11
(30)
$227
$772
$4
$4
$50
$50

$40
$31
$71
$77
$4,030
$94
$18
$101
$13
$4,333
$200
$200

$25
$8
$33
$91
$228
$765
$361
$15
$1,460
-

$75
$20
$95
$136
$309
$27
$472
-

$75
$120
$129
$20
$344
$87
$91
$4,947
$1,179
$15
$690
$28
$7,037
$4
$4
$250
$250

$100
$100
$250
$450
$125
$150
$275
$53
$2,434
$3,217
$1,625
$220
$7,549
$8
$8
$400
$400

$75
$220
$229
$250
$20
$794
$125
$150
$275
$139
$91
$7,381
$4,396
$15
$2,315
$248
$14,586
$12
$12
$650
$650

$200
$300
$250
$20
$770
$250
$150
$400
$129
$91
$5,043
$4,432
$45
$2,102
$338
$12,180
$12
$12
$650
$650

$75
$20
(71)
$24
(125)
(125)
$10
$2,338
(36)
(30)
$213
(90)
$2,405
$0
$0
-

-

$971

$4,604

$1,493

$567

$7,635

$8,682

$16,317

$14,012

$2,305

$20 377
$20,377

$9 124
$9,124

$29 543
$29,543

$47 572
$47,572

$17 596
$17,596

$103 836
$103,836

$96 309
$96,309

$220 522
$220,522

$205 240
$205,240

$15 282
$15,282

$1,079

$24
$1
$25
(115)

-

-

-

$24
$1
$25
(115)

-

$24
$1
$25
$963

$765

$24
$1
$25
$198

$1,079

(65)

-

-

-

(65)

-

$1,014

$765

$249

$21,456

$9,059

$29,543

$47,572

$17,596

$103,771

$96,309

$221,536

$206,005

$15,530

2010 Unbudgeted Carry Over Items
2010 Unbudgeted Furniture & Fixtures
2010 Unbudgeted Hardware/Software
2010 Unbudgeted Leasehold Improvements
Enterprise Records Management System (ERMS)

Lauren Krigbaum

2010 Unbudgeted Carry Over Items

TOTAL PROJECTS INCLUDING UNBUDGETED CARRYOVER

* 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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Southwest Power Pool
Headcount Analysis
As of March 31, 2011

Current Month Actual vs. Budget
Actual
Budget Over/(Under)
March
March
Budget

Forecast vs. Budget
FY 2011
FY 2011 Over/(Under)
Forecast Budget
Budget

Administration

63

64

(1)

67

67

0

Process Integrity

34

37

(3)

40

39

1

Compliance & Corporate Affairs

28

33

(5)

34

34

0

SPP Regional Entity

24

28

(4)

29

29

0

Information Technology

116

124

(8)

132

132

0

4

5

(1)

5

5

0

Operations

107

120

(13)

125

126

(1)

Engineering

40

46

(6)

46

46

0

Contract Services

42

43

(1)

43

43

0

Regluatory Policy & General Counsel

18

18

0

20

20

0

476

518

(42)

541

541

0

Markets

TOTAL HEADCOUNT
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2011 Job Tracker
Req. #

Position

Approve
d Hire
Date

Dept
#

Dept Name

10-005
10-101
10-105
10-112
10-114
10-123
10-125
10-131
10-132
10-133

Lead Compliance Eng
Lead Engineer
Sr. Operations Analyst
Sr. Market Analyst
Operator Trainer, Performance Support Specialis
Supervisor, IT Apps
Regulatory Analyst I
Operations Trainer
Supervisor, IT Apps
Lead Compliance Engineer

Jan-10
Sep-10
Sep-10
Sep-10
Sep-10
Nov-10
Nov-10
Nov-10
Dec-10
Jan-11

130
420
800
720
340
510
420
340
510
230

R.E. Compliance
Transmission Service Studies
Ops Analyst & Performance Support
Market Monitoring
Training
IT Applications
Transmission Service Studies
Training
IT Applications
SPP Compliance

11-001
11-002
11-003
11-004
11-005
11-006
11-007
11-008
11-009
11-010
11-011
11-012
11-013
11-014
11-015
11-016
11-017
11-018
11-019
11-020
11-021
11-022
11-023
11-024
11-025
11-026
11-027
11-028
11-029
11-030
11-031
11-032
11-033
11-034
11-035
11-036
11-037
11-038
11-039
11-040
11-041
11-042
11-043
11-044
11-045
11-046
11-047
11-048
11-049
11-050
11-051
11-052
11-053
11-054
11-055

Training & Education Compliance Engineer
Administrative Assistant I
Lead Compliance Engineer
Lead Compliance Engineer
Enforcement Attorney
Facilities/Corporate Services Manager
Manager, Market Settlements
Settlement Analyst I
Sr. Market Analyst
Engineer II, Forecast
Engineer II, Reliability Unit Commitment
Sr. Engineer, Market Support & Analysis
Engineer I, Reliability Unit Commitment
Engineer II, Congestion Hedging
Lead Engineer, Congestion Hedging
Planning Analyst III
Project Analyst II
Project Analyst II
Lead IT Specialist
Sr. Vendor Manager
Service Desk Analyst (Part-Time)
Service Desk Analyst (Part-Time)
Service Desk Analyst (Part-Time)
Service Desk Analyst (Part-Time)
Service Desk Analyst (Part-Time)
Service Desk Analyst (Part-Time)
Service Desk Analyst (Part-Time)
Service Desk Analyst (Part-Time)
Operations Analyst III
Sr. Systems Events Analyst
Instructional Designer/Trainer
Market Trainer and Performance Support
Writer/Communications Specialist
Market Operator III, EIS Market
Sr. Engineer, Reliability Compliance Supp & Ana
Sr. Engineer, Tariff Compliance Supp & Anal
Supervisor, Reliability Coordination - South
Sr. Business Analyst
Settlement Analyst II
Customer Relations Representative II
IT Specialist II
Sr. Data Analyst
Regulatory Policy Analyst I
Sr. Settlement Analyst
Sr. Settlement Analyst
Settlement Analyst II
IT Specialist I
Sr. IT Specialist
IT Specialist I
IT Specialist II, Environmentals
Market Analyst II
Engineer I, RealTime Shift Support
Engineer I, RealTime Shift Support
Regulatory Policy Supervisor
Customer Relations Representative II

Jan-11
Jan-11
Jan-11
Jan-11
Jan-11
Jan-11
Jan-11
Jan-11
Jan-11
Jan-11
Jan-11
Jan-11
Jan-11
Jan-11
Jan-11
Jan-11
Feb-11
Feb-11
Feb-11
Feb-11
Feb-11
Feb-11
Feb-11
Feb-11
Feb-11
Feb-11
Feb-11
Feb-11
Feb-11
Mar-11
Mar-11
Mar-11
Mar-11
Mar-11
Mar-11
Mar-11
Mar-11
Mar-11
Mar-11
Apr-11
Apr-11
Apr-11
Apr-11
May-11
May-11
Jun-11
Jun-11
Jun-11
Jun-11
Jun-11
Jun-11
Jun-11
Jun-11
Jun-11
Jul-11

170
170
130
170
180
150
160
160
720
895
895
895
895
450
450
8000
560
560
510
510
575
575
575
575
575
575
575
575
840
230
340
340
310
840
870
885
8142
450
160
320
510
530
900
160
160
160
510
510
510
580
720
880
880
900
320

R.E. Administration
R.E. Administration
R.E. Compliance
R.E. Administration
R.E. Enforcement
Human Resources
Settlements
Settlements
Market Monitoring
Market Support & Analysis
Market Support & Analysis
Market Support & Analysis
Market Support & Analysis
Congestion Hedging
Congestion Hedging
Contract Services
Project Management
Project Management
IT Applications
IT Applications
Service Management
Service Management
Service Management
Service Management
Service Management
Service Management
Service Management
Service Management
Markets Administration
SPP Compliance
Training
Training
Communications
Markets Administration
Operations Eng. Anal & Supp
Tariff Admin & AFC Supp
RC South
Congestion Hedging
Settlements
Customer Service
IT Applications
Data Management
Regulatory
Settlements
Settlements
Settlements
IT Applications
IT Applications
IT Applications
Networking
Market Monitoring
Real Time & Current Day Eng.
Real Time & Current Day Eng.
Regulatory
Customer
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Status

Candidate Selected

Andrea Quinn
Debora Currie

Tony Alexander
Tim Smith
Chris Davis
David Gray
Zachary Sharp
Jason Robinson
Ty Mitchell
Cary Frizzell

Steve Morris
Julie Bittle
Megan Treet
Mark Rucker
Alex Watkins
Andrew Spillers

Heath Martin

Sonya Hall

Kim Farris
David Daniels

Michael Bechtel

External
Hire

2011 Job Tracker
Req. #

11-056
11-057
11-058
11-059
11-060
11-061
11-062
11-063
11-064
11-065
11-066
11-067
11-068
11-069
11-070
11-071
11-072
11-073
11-074
11-075
11-076
11-077
11-078
11-079
11-080
11-081
11-082
11-083
11-084
11-085

Position

Approve
d Hire
Date

Dept
#

IT Specialist I
Engineer II, Outage Coordinator
Engineer I, Operations Forensics
IT Specialist II
Supervisor, EIS Market
Engineer I, RUC DAM Modeling & Data Integrity
EIT
EIT
Operator III, Tariff Adminitration
Lead Compliance Engineer - CIP
Sr. Engineer
Planning Analyst I
Sr. Market Engineer or Sr. Market Analyst
Supervisor, Market Settlements
OIT
Sr. IT Specialist
Engineer I
Business Analyst II
Engineer I
IT Spec II - Vendor Management
Sr. Operator/Operator III
Sr. Operator
Sr. Operator
Operator I
Operator I
Operator II
Planning Analyst II
Sr. VP, Regulatory
OIT-Pending Requisition
OIT-Pending Requisition

Jul-11
Sep-11
Sep-11
Oct-11
Dec-11
Dec-11
Jan-11
Jan-11
Jan-11
Jan-11
Jan-11
Jan-11
Jan-11
Feb-11
Feb-11
Feb-11
Feb-11
Feb-11
Feb-11
Feb-11
Mar-11
Mar-11
Mar-11
Mar-11
Mar-11
Mar-11
Mar-11
Jan-11

580
870
895
575
840
850
400
400
810
130
410
420
710
160
810
580
880
510
895
510
890
820
820
830
830
810
460
110
810
810

2011 YTD Budgeted Incremental Positions Filled *
2010 Positions Filled in 2011
2011
0 YTD Replacement
ep ace e t Hires
es *
2011 YTD Total Hires
Number of External Hires Total
* Internal and external hires

Dept Name

Networking
Operations Eng. Anal & Supp
Market Support & Analysis
Service Management
Modeling & Data Integrity
Modeling & Data Integrity
Transmission Development
Transmission Development
Tariff Administration
R.E Compliance
Steady State Planning
Trans Serivce Studies
Market Design
Settlements
Tarriff Administration
Server Administration
Real Time & Current Day Eng.
IT Applications
Mkt. Support/Analysis
IT Applications
Transmission Services
Reliability Coordination
Reliability Coordination
Interchange
Interchange
Tarriff Administration
Economic Planning
Regulatory Policy
Tarriff Administration
Tarriff Administration

457
-1
5
461

Feb New Hires

4

02/28 Ending Headcount

465
11
476

2010 Open (in blue at top)

10

2011 Open (22 inactive / 34 posted)

56

Total Targeted Headcount

Keith Burnett
John Reddig

Paul Suskie
Backfill John Reddig
Backfill Keith Burnett

Internal

Jan New Hires

4th Quarter Retirement

Justin Cochran

External (2011 Req only)

01/31 Ending Headcount

Mar New Hires

David Tucker

22
34
28

Hire Legend

Note: Information above ties to 03/31/2011 Headcount

03/31 Current Headcount

External
Hire

Michael Ray
Ricky Finkbeiner
Butch Davidson

Inactive
Active,, Not Posted
Active, Posted
Filled (not including 2010 req

Remaining 2010 Open Positions Highlighed in Blue (Req 10-xxx)

12/31 Resignation

Candidate Selected

Status Legend

21
6
7
34
20

2011 Budgeted Incremental Req's sequence 11-001 thru 11-061
Replacement Headcount Highlighted inYellow (Req 11-062 to 11-xxx)

2010 Ending Headcount

Status

-1
541
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-
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Hours

1,400

Binding & Breached Time

Time in hours

Jan 10

Binding & Breached
Time
Over Limit Time
% Tags/ Schedules
Curtailed (GWh)

Feb 10

Mar 10

Apr 10

May 10

Over Limit Time

Jun 10

Jul 10

Aug 10

Sep 10

% Tags/ Schedules Curtailed (GWh)

Oct 10

Nov 10

Dec 10

Jan 11

Feb 11

Mar 11

2009

2010

2011

Prev
12 mo

473

378

918

1,162

915

576

675

952

759

250

179

174

171

336

253

827

618

253

533

44

38

66

119

103

104

90

170

76

37

85

57

14

121

101

82

82

79

90

0.16% 0.14% 0.37% 0.35% 0.21% 0.25% 0.38% 0.32% 0.37% 0.24% 0.24% 0.16% 0.07% 0.39% 0.00%

0.20% 0.27% 0.23% 0.27%
Monthly Average

Average Monthly Binding &
Breached Time (hrs)

1,000
800
600

400
200
2009

2010

% Tags/Schedules Curtailed

1a. Congestion

2011

Prev
12 mo

100
80
60
40
20
-

Average Monthly Over
Limit Time (hrs)

2009

2010

2011

Prev
12 mo

Transmission & Market Indicators

300

0.60%

250

0.50%

200

0.40%

150

0.30%

100

0.20%

50

0.10%

-

0.00%

Market (Schedules) Curtailments

in GWh

Tag Curtailments

% Tags/Schedules Curtailed

GWh Curtailed

1b. Congestion - Curtailments

% Tags/Schedules Curtailed

2009

2010

2011

Prev
12 mo

Jan 10

Feb 10

Mar 10

Apr 10

May 10

Jun 10

Jul 10

Aug 10

Sep 10

Oct 10

Nov 10

Dec 10

Jan 11

Feb 11

Mar 11

Tag Curtailments

59.7

35.4

72.6

47.7

23.7

96.9

134.5

155.0

171.2

78.5

87.2

54.8

29.7

120.1

-

50

85

75

83

Market (Schedules)
Curtailments

18.5

26.3

93.6

100.6

76.1

40.7

91.1

42.4

9.7

26.9

18.8

24.2

8.3

50.2

-

42

47

29

41

TOTAL Curtailments

78.2

61.7

166.2

148.3

99.8

137.6

225.6

197.4

180.9

105.4

106.0

79.0

38.0

170.3

-

92

132

69

124

Total Tags/
Schedules

50,414 44,918 44,760 42,304 46,913 54,875 59,120 61,756 48,815 43,660 43,740 49,418 51,472 44,130 43,877

44,632 49,224 46,493 49,173

% Tags/ Schedules
Curtailed

0.16% 0.14% 0.37% 0.35% 0.21% 0.25% 0.38% 0.32% 0.37% 0.24% 0.24% 0.16% 0.07% 0.39%

0.20% 0.27% 0.23% 0.27%

Tag Curtailments (GWh)
100

100

80

80

60

60

40

40

20

20

Market
Curtailments (GWh)

-

-

2009 2010 2011

Prev
12 mo

2009 2010 2011

Prev
12 mo

1c. Congestion - TLR / CME Time
5,000

Hours in TLR / CME

4,000

3,000

2,000
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1,000

0

Level 5B

in hours

Jan 10

Feb 10

Mar 10

Level 5A

Apr 10

May 10

Level 4

Jun 10

Jul 10

Level 3B

Aug 10

Sep 10

Level 3A

Oct 10

Nov 10

Dec 10

CME Time (loading >90%)

Jan 11

Feb 11

2009

2010

2011

Prev
12 mo

484

1,293

949

477

843

Mar 11

Level 3A

807

392

1,505

1,551

1,385

1,270

1,336

1,272

557

482

426

404

263

Level 3B

134

99

170

190

196

217

209

534

66

66

48

64

53

70

48

179

166

57

147

45

14

134

35

87

56

45

56

16

0

0

5

5

100

421

322

41

175

69

7

40

25

232

99

24

175

262

53

63

11

10

54

35

91

70

83

60

92

Level 4
Level 5A
Level 5B
Total TLR Time

685

3

4

1

22

11

4

7

11

3

8

1

0

5

8

10

3

6

8

8

996

549

1,835

2,030

1,778

1,571

1,772

2,135

695

619

486

483

380

897

1,054

1,868

1,246

777

1,158

584

830

3,124

3,382

3,900

3,494

3,762

4,624

2,364

3,960

2,962

CME Time
(loading >90%)

Monthly Average in Hours

1,600

Monthly Average Level 3
TLR (hrs)

800

1,200

600

800

400

400

200

-

Monthly Average Level 4
TLR (hrs)

2009 2010 2011 Prev
12 mo

2009
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2011

Prev
12 mo

120
100
80
60
40
20
-

Monthly Average Level 5
TLR (hrs)

4,000

CME Time (loading >
90%)
(hrs)

3,000
2,000
1,000
2009 2010 2011

Prev
12 mo

2009 2010 2011 Prev
12 mo

1d. Congestion - Congested Intervals
100%

80%

60%

40%
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20%

0%

Breached Dispatch Intervals

Jan 10

Breached Dispatch
Intervals

Feb 10

Mar 10

Apr 10

May 10

Jun 10

Jul 10

Binding Dispatch Intervals

Aug 10

Sep 10

Oct 10

Congested Dispatch Intervals

Nov 10

Dec 10

Jan 11

Feb 11

Mar 11

2009

5.5%

2010

5.4%

2011

3.1%

Prev
12 mo

3%

3%

7%

11%

8%

6%

4%

8%

7%

3%

3%

3%

2%

5%

3%

Binding Dispatch
Intervals

42%

49%

74%

83%

69%

55%

57%

77%

73%

72%

82%

68%

50%

77%

80%

68.8% 66.7% 68.7% 70.1%

Congested
Dispatch Intervals

44%

51%

78%

85%

72%

59%

59%

80%

76%

74%

83%

69%

51%

78%

81%

71.1% 69.2% 69.8% 72.2%
Average

Interval = 5 minutes
80%

60%

40%

20%

0%
Breached Dispatch Intervals

2009

Binding Dispatch Intervals

Congested Dispatch Intervals

2010

Prev 12 mo

2011

5.2%

Transmission & Market Indicators

1e. Price Contour Map - January through March 2011

1f. Price Contour Map - last 12 months (April 2011 - March 2010)

KELSENEMACON
500 kV
345 kV
230 kV
161 kV
138 kV

LAKALASTJHAW
IASCLKNASJHA
PLAKCISTRCRA

115 kV
69 kV

Transmission & Market Indicators

HOLPLYHOLSPE

NEOCOLNEODEL

OSGCANBUSDEA
RANPALAMASWI

Tulsa

Oklahoma City

ELPFARWICWDR

LONSARPITVAL

1g. Congestion - Flowgates - last 12 months (April 2010 - March 2011)
$40

20%

$20

10%

$0

0%

Transmission & Market Indicators

Avg Hourly Shadow Price ($/MWh)

Region

Flowgate
Name

Flowgate Location (kV)

Total % Intervals Congested

Avg Hourly
Total %
Shadow
Intervals
Price
($/MWh) Congested

RANPALAMASWI

Randall County - Palo Duro (115) ftlo
Amarillo – Swisher (230) [SPS]

$21.28

15.5%

1. Rebuild Randall Co–Palo Duro 115 kV line (April 2014 - no NTC but is Sponsored)
2. Tuco Int. – Woodward 345 kV line (May 2014 - Balanced Portfolio)
3. Swisher Co. Int. – Newhart 230 kV line (April 2015 - Regional Reliability)

OSGCANBUSDEA

Osage Switch - Canyon East [SPS] [(115) ftlo
Bushland - Deaf Smith [SPS] (230)

$19.57

15.9%

1. Tuco Int. – Woodward 345 kV line (May 2014 - Balanced Portfolio)
2. Castro County Int. – Newhart 115 kV line (April 2015 - Regional Reliability)

$12.07

2.9%

1. Sunnyside – Hugo – Valliant 345 kV line (April 2012 - Transmission Service)

$9.27

1.4%

$5.87

0.9%

$4.02

4.7%

Same as PLAKCISTRCRA above

Texas Panhandle

SE Oklahoma

LONSARPITVAL
PLAKCISTRCRA

Kansas City Area

Projects Expected to Provide Some Positive Mitigation
(Estimated In Service Date – Upgrade Type)

LAKALASTJHAW

Lone Oak to Sardis [CSWS] (138) ftlo
Pittsburg – Valiant [CSWS] (345)
Platte City – KCI (161)[GMOC] ftlo
Stranger Creek – Craig (115) [KCPL]
Lake Road – Alabama [GMOC] (161) ftlo St.
Joe – Hawthorn [GMOC] (345)
Iatan – Stranger Creek (345)[KCPL] ftlo Lake

IASCLKNASJHA Road – Nashua (161), St. Joe – Hawthorne

1. Iatan – Nashua 345 kV line (June 2015 - Balanced Portfolio)
2. Nebraska City – Maryville – Sibley 345 kV line (June 2017 - Priority Projects)
1. Axtell–Post Rock–Spearville 345 kV line, two Spearville – Comanche – Woodward 345 kV
lines, and two Comanche – Medicine Lodge – Wichita 345 kV lines (12/31/2014 - Balanced
Portfolio/Priority Projects)
2. Iatan – Nashua 345 kV line (June 2015 - Balanced Portfolio)
3. Nebraska City – Maryville – Sibley 345 kV line (June 2017 - Priority Projects)

(345) [GMOC-KCPL]

SE Kansas

NEOCOLNEODEL

Neosho - Columbus [WR-EDE] (161) ftlo
Neosho - Delaware (345) [WR-CSWS]

$8.64

3.4%

1. Rose Hill – Sooner – Cleveland 345 kV lines (Dec 2012 – Regional Reliability/Balanced
Portfolio)
2. Two Woodward – Medicine Lodge – Wichita 345 kV lines (Dec 2014 - Priority Projects)

Wichita Area

ELPFARWICWDR

El Paso – Farber [WR] (138) ftlo Wichita –
Woodring [WR-OGE] (345)

$7.81

5.2%

1. Rose Hill – Sooner 345 kV line (June 2012 - Regional Reliability)
2. Two Woodward – Comanche Co. – Medicine Lodge – Wichita 345 kV lines (Dec 2014 Priority Projects)

SW Kansas

HOLPLYHOLSPE

Holcomb – Plymell Switch [SECI] (115) ftlo
Holcomb - Spearville [SECI] (345)

$6.92

2.3%

1. Rebuild Holcomb – Plymell Switch 115 kV line (Dec 2011 - Regional Reliability)

NE Kansas

KELSENEMACON

Kelly – Seneca (115) [WR] ftlo East
Manhattan – Concordia (230) [WR-SECI]

$4.25

2.9%

1. Rebuild Kelly – Seneca 115 kV line (Jan 2011 - Regional Reliability)
2. Axtell-Post Rock-Spearville 345 kV line, two Spearville – Comanche Co. – Medicine Lodge –
Woodward 345 kV lines (Dec 2014 – Balanced Portfolio/Priority Projects)

2a. Regional Control Performance - CPS1 Compliance
20
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16

12
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8
6

4
2
0

<100%

BA's with a CPS1 value of <100% are non-compliant

CPS1
>150%
100%-150%
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Feb 10

Mar 10
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Nov 10

100%-150%

Dec 10

Jan 11

Feb 11

>150%

Mar 11
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2009

2010

2011

7

8

7
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5

7

5
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7

7

8

6

5

7

5
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6

7

12

11

12

11
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11
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13

12
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14

12

11

12

13

12

0

0

0

0

1

0

1

1

0

0

0

0

0

0

0

-

-

Average

Violation if any 1 Balancing Authority has an average over the 12 month
period of less than 100%.

20
16
# Balancing Authorities

Transmission & Market Indicators

# Balancing Authorities

14

* Three new Nebraska BA's added in April 2009.
12
8
4
2008

2009
<100%

2010

100%-150%

2011

>150%

-

2b. Regional Control Performance - CPS2 Compliance
20
18
16

12
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8
6

4
2
0

<90%

BA's with a CPS2 value of <90% are non-compliant

CPS2

Mar 10

>95%
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Nov 10

90-95%

Dec 10

Jan 11

Feb 11

>95%

Mar 11

2008
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2011
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15
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18

18

18
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19

90-95%

1

0

3

7

4

4

2

1

0

1

1

1

1

3

4

2

0

<90%

0

0

0

1

0

0

0

0

0

0

0

0

0

-

-

0
Average

# Balancing Authorities

Transmission & Market Indicators

# Balancing Authorities

14

20

Violation if any 1 Balancing Authority has a violation in a 12 month period.

16

* Three new Nebraska BA's added in April 2009.
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8
4
0
2008

2009

<90%

2010

90-95%

2011

>95%

-

3a. Transmission Utilization - $
80

in millions $

60

40

0

Non-Firm PTP

Feb 10

Mar 10

Apr 10

May 10

Jun 10

Jul 10

Firm PTP

Aug 10

Sep 10

Oct 10

Network

Service (in MM $)

Jan 10

Network

36.72 38.97 40.68 48.02 47.81 46.16 50.17 60.34 50.73 47.55 47.13 48.26 46.92 56.04 71.16

Nov 10

Dec 10

Jan 11

Feb 11

Mar 11

2009

2010

2011

Prev
12 mo

33.56 46.88 58.04 51.69

Firm PTP

5.54

2.85

4.43

4.66

4.31

5.82

4.03

5.22

4.91

5.33

5.19

5.30

5.05

5.37

5.17

5.20

4.80

5.20

5.03

Non-Firm PTP

1.56

1.36

1.03

1.02

0.77

1.15

0.73

0.78

0.66

0.59

0.83

0.94

0.85

0.53

0.38

1.74

0.95

0.59

0.77

43.81 43.17 46.15 53.70 52.89 53.13 54.93 66.34 56.30 53.47 53.15 54.49 52.83 61.94 76.71

Total

40.50 52.63 63.83 57.49
Monthly Average

$80
$60
in millions

Transmission & Market Indicators
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$40
$20
$0
2009

2010

Non-Firm PTP

2011
Firm PTP

Prev 12 mo
Network

4a. EIS Price and Price Range -

March 2011
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80%
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$32

60%

$28

40%

Volatility (Standard Deviation / Average)

100%

20%

$24

0%

MP Volatility

SPP Avg LIP =

MP Avg LIP

SPP Volatility

$28.75
AECC
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GMOC

GRDX

GSEC

INDN
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49%
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MEAN
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214

214

214

213

214

214

213

214

214

MP Avg

28

28

25

29

29

29

34

29

29

29

28

25

26

27
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1

1

1

1
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2
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-1

1

52%
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80%

76%
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52%
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37%
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Volatility

4b. EIS Price and Price Range - for 12 months ending

March 2011
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LIP ($/MWh)
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-414
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4c. EIS Prices
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$55
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Monthly Avg
LIP ($/MWh)
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Cost ($/MMBtu)
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12 month avg Gas

May 10

Jun 10

Jul 10
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Jun Jul 10 Aug
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Sep
10

Electricity (LIP)

Sep 10

Oct 10

Nov 10
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10

Nov
10

Dec
10

Jan
11

Feb
11

Mar
11

12 month avg LIP

Dec 10

Jan 11

Feb 11

Mar 11

2009

2010

2011

Prev
12 mo

42.18

40.56

27.72

27.06

27.69

33.05

34.75

35.92

26.82

25.89

24.63

30.08

29.90

27.80

28.75

27.89

31.33

28.82

29.26

5.72

5.22

4.17

3.78

3.91

4.52

4.28

3.89

3.63

3.24

3.54

4.09

4.36

4.15

3.84

3.31

4.17

4.12

3.94

Average

5. Congestion - Uplift
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$1,000
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EIS Uplift

Jan 10

-1,444
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Jan 11

-1,043

Feb 11

-1,968

Mar 11

-1,743

2009
7,754
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-2,398

-4,754

Total
$8,000
Revenue Neutrality Uplift (RNU) ensures settlement payments/receipts for each

$6,000

in thousands $

Transmission & Market Indicators

in thousands $

$2,000

hourly settlement interval equal zero.

$4,000

• Positive RNU - SPP receives insufficient revenue and collects from market participants.

$2,000

• Negative RNU - SPP receives excess revenue, which must be credited back to
market participants.
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Total Offered MW
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% of Total Offered

Dec 10

Jan 11
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Dispatchable MW

10,862

10,543

9,400

8,893

10,635

13,184

14,280

15,056

12,318

9,774

9,002

10,702

11,805

11,011

10,045

10,522

11,221

10,954

11,392

Total Offered MW

33,279

32,216

29,344

28,072

31,659

39,317

40,673

42,780

35,650

30,193

30,061

33,754

34,975

33,034

25,874

29,193

33,917

31,294

33,837

% of Total Offered

33%

33%

32%

32%

34%

34%

35%

35%

35%

32%

30%

32%

34%

33%

39%

36.0%

33.1%

35.0%

33.7%

Monthly Average
40,000
MW (daily average)

Transmission & Market Indicators

MW (daily average)

6a. Market Liquidity - Offered and Dispatchable

% of Total Offered

30,000

40%

20,000

30%

10,000

20%
10%

0
Dispatchable MW
2009

Total Offered MW
2010

2011

Prev 12 mo

0%
2009

2010

2011 Prev 12 mo

6b. Market Liquidity - Volume
EIS Market Sales Volumes (average daily volume by month)
100,000

$5,000

90,000
80,000

$4,000

60,000

$3,000

50,000
$2,000

30,000
20,000

$1,000

10,000
0

$0
Mar 09 Apr 09 May 09 Jun 09 Jul 09 Aug 09 Sep 09 Oct 09 Nov 09 Dec 09 Jan 10 Feb 10 Mar 10 Apr 10 May 10 Jun 10 Jul 10 Aug 10 Sep 10 Oct 10 Nov 10 Dec 10 Jan 11 Feb 11 Mar 11

Sales (MWh)
Average Daily

Jan 10

Feb 10

Mar 10

Apr 10

May 10

Jun 10

Jul 10

Aug 10

Sales ($000's)
Sep 10

Oct 10

Nov 10

Dec 10

Jan 11

Feb 11

Mar 11

2009

2010

2011

Prev
12 mo

Sales (MWh)

55,107

48,004

50,061

53,464

55,131

60,934

60,541

61,205

57,633

50,116

52,225

56,973

56,034

58,115

50,084

56,969

55,116

54,744

56,038

Sales ($000's)

2,318

1,973

1,273

1,380

1,437

1,935

2,076

2,067

1,411

1,211

1,162

1,567

1,615

1,503

1,345

1,518

1,651

1,592

1,559

Monthly Average
3,000

60,000

Average Daily Sales ($000's)

Average Daily Sales (MWh)

Transmission & Market Indicators

40,000

Sales ($000s)

Sales MWh

70,000

40,000

20,000

0
2009

2010

2011

Prev 12 mo

2,000

1,000

0
2009

2010

2011 Prev 12 mo

7. SPP Admin Fee Performance
$0.24

$ per MWh

$0.22

$0.20

$0.18

$0.16

Financial Metrics

$0.14

$0.12
2004

2005

2006

2007

Approved Admin Fee

2004

Budgeted Net Revenue Required ($000s)
Budgeted Load (000's)
Budgeted NRR / Budget Load

$
$

Approved Admin Fee
Actual Net Revenue Required ($000's)
Actual Load (000's)
Actual NRR / Actual Load

38,322
245,776
0.156

2005

$
$

0.150
$
$

2008

2009

Budgeted NRR / Budget Load

33,443
245,571
0.136

44,391
253,489
0.175

2006

$
$

0.160
$
$

38,415
267,239
0.144

45,688
258,556
0.177

2007

$
$

0.160
$
$

49,549
286,446
0.173

2010

2011

Actual NRR / Actual Load

52,819
288,649
0.183

2008

$
$

0.190
$
$

54,404
301,098
0.181

61,462
312,496
0.197

2009

$
$

0.190
$
$

63,994
294,148
0.216

56,478
331,360
0.170

2010

$
$

0.170
$
$

61,587
323,816
0.190

68,358
333,458
0.205

$
$

0.195
$
$

60,044
328,232
0.183

EIA-411 Load Growth Forecast

-0.37%

3.05%

-0.60%

1.80%

2.10%

2.40%

1.00%

Actual Load Growth

-1.60%

8.82%

7.19%

5.12%

-2.31%

10.09%

1.36%

Note: Budgeted 2011 figures cover the entire 2011 calendar year, while actual 2011 figures cover the period
through the date of this report.

2011

78,638
343,000
0.229
0.210

$
$

14,453
83,915
0.172
2.21%

8. Budget Performance Monitor
Operating Expense Variance
$2,000

$0
Apr 10

May 10

Jun 10

Jul 10

Aug 10

Sep 10

Oct 10

Nov 10

Dec 10

Jan 11

Feb 11

Mar 11

in thousands $

-$2,000

-$4,000

Financial Metrics

-$6,000

-$8,000

-$10,000

-$12,000

Monthly Variance

in thousands $
Budgeted Operating Expense
Actual Operating Expense

Apr 10

May 10

Jun 10

Jul 10

Cumulative Variance

Aug 10

Sep 10

Oct 10

Nov 10

Dec 10

Jan 11

Feb 11

Mar 11

10,518

10,143

10,383

10,389

10,140

10,245

10,372

10,301

10,126

10,676

11,019

11,051

9,163

9,345

9,151

9,138

10,227

9,983

9,272

9,179

10,154

9,566

9,892

10,048

(262)

(1,100)

(1,122)

(1,110)

(1,127)

(1,003)

(4,811)

(5,911)

(7,033)

(8,115)

(9,242)

(10,245)

Monthly Variance:
Over Budget / (Under Budget)

(1,355)

(798)

(1,232)

(1,251)

12 month Cumulative Variance:
Over Budget / (Under Budget)

(1,355)

(2,153)

(3,385)

(4,636)

87
(4,549)

28
(7,005)

9. Financial Settlement Index
Late Payments

% of $ received after due date

30%

25%

20%

15%

10%

5%

Transmission Billing Payments

Jan 10

Feb 10

Mar 10

Apr 10

May 10

Jun 10

Jul 10

Aug 10

EIS Market Billing Payments

Sep 10

Oct 10

Nov 10

Dec 10

Jan 11

Feb 11

Mar 11

2009

2010

2011

Prev
12 mo

% of Transmission
Payment $ Received After
the Due Date

2.5% 8.2% 6.0% 0.2% 3.5% 1.3% 4.3% 10.1% 27.2% 6.6% 3.7% 0.9% 1.1% 4.1% 21.9%

3.4%

6.2%

9.0%

7.1%

% of Market Payment $
Received After the Due
Date

0.1% 0.0% 0.0% 0.0% 0.0% 0.3% 11.1% 9.8% 0.0% 0.0% 0.0% 0.1% 0.1% 18.2% 0.4%

3.8%

1.8%

6.2%

3.3%

% of Market Payment $
short paid

0.1% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

0.0%

0.0%

0.0%

0.0%

Monthly Average
10%

Note 1: Figures represent
billings with a due date in
month shown. For
example, the September
figures are related to the
August 31 transmission
billing, which has payments
due on September 20.

8%
Late Payments

Financial Metrics

0%

6%
4%

2%
0%
Transmission Billing
2009
2010

2011

EIS Market Billing
Prev 12 mo

10a. Financial Disputes Index - $
Settlement Dispute Statistics ($)

$300

$000's

$200

Financial Metrics

$100

$0

Total Disputes
(Figures in
$000's)

Jan 10

Feb 10

Mar 10

Total Disputes

$ 189.7 $ 204.5 $

Avg. Dispute
Size

$

5.7 $

8.5 $

Largest single
dispute

$

63.6 $

73.7 $

Apr 10

May 10

78.6 $ 226.2 $
3.4 $

Jun 10

Jul 10

71.4 $ 1,611.9 $

9.1 $

10.8 $ 124.0 $

53.2 $ 189.9 $

62.9 $ 1,611.3 $

Largest single dispute

Aug 10

Sep 10

4.6 $ 111.0 $
.2 $

Oct 10

Nov 10

97.4 $ 133.4 $

Average Dispute Size

Dec 10

Jan 11

Feb 11

2009

Mar 11

2010

2011

20.6 $

61.1 $

.9 $

26.6 $

31.9

$

210.3 $

234.2 $

19.8 $

199.7

$

16.9 $

15.2 $

1.0 $

14.0

5.0 $

5.4 $

4.4 $

2.9 $

3.1 $

.5 $

1.2 $

1.2

2.6 $ 109.3 $

49.4 $

57.8 $

17.5 $

47.2 $

.6 $

15.9 $

30.8

$ 1567.2 $ 1611.3 $

15.8 $ 1611.3

Monthly Average

Monthly Average Amount in Dispute
($000's)

$400

Average Dispute Size ($000's)

$2,000

Largest Single Dispute ($000's)

$30
$1,500

$300

$20

$1,000

$200
$10

$500

$100
$0

$0
2009

2010

2011

Prev 12
mo

$0
2009

2010

2011 Prev 12
mo

Prev
12 mo

2009

2010

2011 Prev 12
mo

* Annual maximum

*

10b. Financial Disputes Index

Financial Metrics

60

100

40

50

20

0

0

Avg Days Outstanding
(Figures in $000's)
# Disputes
# Resettlements
Avg Days Outstanding

# Disputes

# Resettlements

Mar 10

Apr 10

May 10

Jun 10

Jul 10

Aug 10

Sep 10

Oct 10

Nov 10

Dec 10

Jan 11

Feb 11

Mar 11

28
8
30

15
2
24

6
2
20

39
2
24

18
2
14

20
4
21

9
19
24

12
47
20

8
46
49

13
7
27

28
2
35

35
2
23

21
2
14

2009

2010

2011

40.1
22.5
33.2

17.8
11.7
27.4

28.0
2.0
24.0

Monthly Average

100

Monthly Average of Active
Disputes

Average Monthly Resettlements

40

Average Days Outstanding

30

80

30
20

60

20
40
10

10

20

-

-

2009

2010

2011 Prev 12
mo

2009

2010

2011

Prev 12
mo

Avg. Days Outstanding

# of Disputes and Resettlements

Settlement Dispute Statistics
150

2009

2010

2011

Prev 12
mo

Prev 12
mo

18.7
11.4
24.6

11a. Employee Turnover - monthly

Turnover Rate

Employee Turnover (monthly)
2.5%

500

2.0%

450

1.5%

400

1.0%

350

0.5%

300

0.0%

250
Mar
09

Apr
09

May Jun Jul 09 Aug Sep
09
09
09
09

Oct
09

Nov Dec
09
09

Jan
10

Feb
10

Jan 10

Voluntary TO Rate
Involuntary TO Rate
Total Turnover
(# of employees)

Permanent
Employees

0.0%
0.2%

Feb 10

0.5%
0.0%

Mar 10

0.2%
0.0%

Apr 10

0.2%
0.0%

May 10

0.5%
0.0%

Apr
10

May Jun Jul 10 Aug Sep
10
10
10
10

Voluntary TO Rate
Jun 10

0.7%
0.0%

Jul 10

0.0%
0.2%

Aug 10

0.7%
0.2%

Oct
10

Nov Dec
10
10

Jan
11

Feb
11

Mar
11

# of Employees
Sep 10

0.2%
0.0%

Oct 10

0.2%
0.0%

Nov 10

0.4%
0.2%

Dec 10

0.2%
0.0%

1

2

1

1

2

3

1

4

1

1

3

1

430

436

436

439

438

437

442

448

449

449

449

449

Jan 11

0.0%
0.0%
455

Feb 11

0.2%
0.0%
1
463

Mar 11

0.0%
0.0%
475

Rolling 12-month Turnover Rate
14%
12%
Turnover Rate

Learning & Growth

Involuntary TO Rate

Mar
10

10%
8%
6%
4%
2%
0%
Mar 09 Apr 09 May 09 Jun 09 Jul 09 Aug 09 Sep 09 Oct 09 Nov 09 Dec 09 Jan 10 Feb 10 Mar 10 Apr 10 May 10 Jun 10 Jul 10 Aug 10 Sep 10 Oct 10 Nov 10 Dec 10 Jan 11 Feb 11 Mar 11

Jan 10

Rolling 12-month
Turnover Rate

3.5%

Feb 10

4.0%

Mar 10

3.7%

Apr 10

3.4%

May 10

3.3%

Jun 10

3.5%

Jul 10

3.2%

Aug 10

4.1%

Sep 10

4.3%

Oct 10

4.3%

Nov 10

4.8%

Dec 10

4.7%

Jan 11

4.5%

Feb 11

4.3%

Mar 11

4.0%

11b. Employee Turnover - annual

10%

500

8%

400

6%

300

4%

200

2%

100

0%

Total Employees

Turnover Rate (annualized)

Learning & Growth

Annual Turnover Ratio and Employee Count

1998

1999

2000

2001

2002

2003

2004

2005

2006

Total Employees
1998

Total Turnover
Total Employees
Turnover Ratio

1999

2000

2001

2002

2007

2008

2009

2010

2011

Turnover Ratio

2003

2004

2005

2006

2007

2008

2009

2010

2011

3

1

7

7

10

8

8

8

14

21

30

13

21

1

39

45

73

110

110

116

131

169

245

295

345

423

449

475

7.7%

2.2%

9.6%

6.4%

9.1%

6.9%

6.1%

4.7%

5.7%

7.1%

8.7%

3.1%

4.7%

0.8%

Note 1: Total Turnover only includes voluntary and involuntary separations; retirements and interns are not used in the calculation.
Note 2: Turnover Ratio is annualized for the current year.

12. Staffing Summary

100

Turnover Rate (annualized)

Learning & Growth

80

60

40

20

0
Jan 11

Feb 11

Mar 11

Apr 11

May 11

Jun 11

Filled w/ External Hire

Filled w/ Internal Hire
Filled w/ External Hire
Hired YTD

New Employees Added
Internal Transfers

Jan 11

Feb 11

Mar 11

12

5

8

5

12

3

17

34

45
20
25

Jul 11

Aug 11

Sep 11

Filled w/ Internal Hire
Apr 11

May 11

Jun 11

Jul 11

Oct 11

Nov 11

Dec 11

Hired YTD
Aug 11

Sep 11

Oct 11

Nov 11

Dec 11

13. Compliance with NERC Standards
10

SPP Registered Entity
Compliance

500

SPP RTO
Compliance

8

400

6
300

4

Performance

200

2

100

0

0
1Q 10
2Q 10
3Q 10
4Q 10
1Q 11
# Possible Violations
# Confirmed Violations, NERC BOTCC Approved (cumulative)*

1Q 10

# Possible
Violations
# of Different
Entities with
PVs
# Confirmed
Violations,
NERC BOTCC
Approved
(cumulative)*

2Q 10

3Q 10

4Q 10

1Q 11

# Confirmed Violations

SPP Registered Entity Compliance
1Q 10

2Q 10

SPP RTO Compliance
3Q 10

4Q 10

1Q 11

253

316

417

448

537

35

37

43

43

45

35

56

66

97

144

# Confirmed
Violations

1Q 10

2Q 10

3Q 10

4Q 10

1Q 11

0

0

0

0

0

* includes both NOCVs and Settlements

14a. IT System Performance - Monthly Service Availability

% Service Availability - 12 month

100.00

99.50

99.00

98.50

Performance

98.00

Market System
(MOS)

Reliability
(EMS)

Reliability
(ICCP)

Tariff Admin
(OASIS)

Scheduling
(RTO_SS)

COS Portal

Target Uptime %

(MOS)
99.87

Reliability
(EMS)
99.93

Reliability
(ICCP)
99.97

Tariff Admin
(OASIS)
99.87

Scheduling
(RTO_SS)
99.87

Target Threshold (min)

60

30

30

60

Jan Uptime %

100.00

100.00

100.00

Feb Uptime %

99.90

100.00

Mar Uptime %

99.74

Jan Outage Minutes

Market System

MUI Portal

COS Portal

MUI Portal

99.46

99.87

60

240

60

100.00

100.00

100.00

100.00

100.00

100.00

100.00

99.89

100.00

100.00

100.00

100.00

99.88

100.00

100.00

0

0

0

0

0

0

0

Feb Outage Minutes

30

0

0

0

0

0

0

Mar Outage Minutes

117

0

0

0

55

0

0

GREEN
Meets or
Exceeds
Targeted
Uptime

YELLOW
Unplanned
outage below
Target Uptime

RED
Unplanned
outage below
Target Uptime

14b. IT System Performance - 12 Month Service Availability

Performance

% Service Availability - 12 month

100.00

99.50

99.00

98.50

98.00

Market System
(MOS)

Reliability
(EMS)

Reliability
(ICCP)

Tariff Admin
(OASIS)

Scheduling
(RTO_SS)

COS Portal

MUI Portal

%

Market
System
(MOS)

Reliability
(EMS)

Reliability
(ICCP)

Tariff Admin
(OASIS)

Scheduling
(RTO_SS)

COS Portal

MUI Portal

12 Month
Service
Availability

99.95

100.00

100.00

100.00

99.99

99.95

100.00

15. Strategic Plan - Progress Dashboard

Build a Robust Transmission System
Develop Efficient
Market Processes

Performance

Initiative

Implement Priority Projects

Develop/Implement Integrated Transmission
Planning Processes

Regional Cost Recovery
Inter-Regional Optimization

March 2011

1 of 2

Milestones /
Recent Activity
Developing/ Implementing enhanced Project Management/Tracking
processes
Developing/ Implementing increased transparency and accountability
mechanisms
Final RTO Reliability Assessment performed (STEP)
(Board authorized NTCs for approximately $176 million)
Accepted ITP20 report
ITP proceeds apace; scenario assumptions are refreshed
Developing Unintended Consequences provisions
(vetting with stakeholders to begin in April)
Identifying possible joint projects
Seams Steering Committee
Fostering cooperative & joint inter-regional planning

Operational Optimization

Beginning to work with members to enhance policies, tools & practices to
optimize use of existing systems, specifically related to dynamic line ratings

Implement Day Ahead Market with
Transmission Congestion Rights

MWG support for current design and endorsed set of protocols

Implement Reliability Unit Commitment Process

MMU and Boston Pacific market design recommendations considered

Incorporate Operating Reserves into Real Time
Balancing and Day Ahead Markets

Authorization to proceed anticipated in April meetings

Implement Consolidated Balancing Authority

Created internal market leadership focused on successful design/
construction/implementation phases for the Integrated Marketplace

Demand Response Integration

Leveraging PJM and ERCOT experience

Manage Implementation

Current
Status

15. Strategic Plan - Progress Dashboard

March 2011

Milestones /

Initiative

Reliability Excellence

2 of 2

Recent Activity
Reliability Standards department formed; enhanced leadership
and coordination

Create Member Value

Performance

Organizational realignment of compliance and combination of CIP
Benchmarking and Measurement

Engineering is evaluating “off-the-shelf” benchmarking tools
related to transmission project estimating

Enhance Market Monitoring Tools

Though MMU now has access to outage data, quality of data is poor; outage
scheduling data from the CBA project is needed. Outage scheduler project
delayed but still on track to provide MMU necessary data before year-end

Continuous Process Improvement

Strategic Membership Expansion
Communication and Education

Multi-year implementation plan endorsed
Tracking delayed to 2Q 2011
PRPC ranking criteria revision (ROI, measurement criteria)
Enhanced Business Unit planning linkage to budget & performance
measurement is apace
Accountability processes implemented (Performance appraisal linkage
performance objectives)
Entergy outreach continuing
OPPD outreach continuing
Quarterly reviews and assignments
Corporate-wide advocacy process under development

Current
Status

16a. Studies - Aggregate - MW

12,000

8,000

MW

2010-AGP1

4,000

Performance

2009-AGP2
2010-AGP1
2010-AGP1

2009-AGP2

2009-AGP2

2009-AGP1
-

Completed
2009-AGP1

Completed
2009-AGP2

Completed
2008-AGP1

(4,000)
1Q 10

2Q 10

3Q 10

4Q 10

MW
Completed
2008-AGP1

1Q 10

2Q 10

MW
3Q 10

4Q 10

1Q 11

3,336

2009-AGP1

1Q 11

In Progress

1Q 10

2Q 10

2,777

2009-AGP1

1,371

2009-AGP2

3,890

3,790

2010-AGP1

3,336

4Q 10

1Q 11

2008-AGP1
1,269

2009-AGP2

TOTAL

3Q 10

1,269

-

2,777

-

TOTAL

5,261

3,790

2,977
7,816

5,048

3,953

10,793

5,048

3,953

16b. Studies - Aggregate - Upgrade $

$900

$800

$700

Performance

$ (in millions)

$600

$500

2010-AGP1

$400

$300

$200

$100

2009-AGP2

$0

2009-AGP1

2009-AGP2

Completed
2008-AGP1

Completed
2009-AGP1

1Q 10

2Q 10

2010-AGP1

2009-AGP2

2010-AGP1
Completed
2009-AGP2

-$100
3Q 10

4Q 10

$ (in millions)
Completed
2008-AGP1

1Q 10
$

2Q 10

$ (in millions)

3Q 10

4Q 10

1Q 11

In Progress

62.7

2009-AGP1

1Q 10

2Q 10

9.1
$

32.5

2009-AGP1

$

41.7

2009-AGP2

$

98.7

$

57.3

2010-AGP1

$

62.7

3Q 10

4Q 10

1Q 11

2008-AGP1
$

2009-AGP2

TOTAL

1Q 11

$

9.1

$

-

$

32.5

$

-

TOTAL

$

140.4

$

57.3

$

79.1

$

820.2

$

115.7

$

22.7

$

899.3

$

115.7

$

22.7

16c. Studies - Generation Interconnection - MW
Generation Interconnection MW - In Progress
25,000

MW

20,000

15,000

10,000

Performance

5,000

1Q 10

2Q 10

3Q 10

MW
In Progress
Pre Queue Reform

1Q 10

2Q 10

3Q 10

4Q 10

1Q 11

762

558

158

78

78

Transition Cluster

5,960

5,860

4,800

2,111

1,209

DISIS-2009-001

2,859

2,858

2,773

2,503

2,238

DISIS-2010-001

4,940

4,776

4,316

4,560

4,315

3,532

3,272

2,147

DISIS-2010-002
DISIS-2011-001
PISIS-2010-001

6,823
2,913

2,915

PISIS-2010-002

895

830

PISIS-2011-001
FCS-2010-002

479
1,486

FCS-2010-003

1,886
1,976

FCS-2010-004

350

FCS-2011-001

350
2,188

FCS-2011-002
Pending Withdrawal

TOTAL

2,438
7,353
18,919

3,357
20,829

16,823

15,891

19,726

4Q 10

1Q 11

Metrics Definitions
Transmission and Market Indicators
Two groups of metrics will be monitored to provide an overall health indication of the regional transmission system and market.
Reliability Performance Indicators, which focus on the actual operations of the transmission system and whether or not it was operated within

• expected limits and standards.

• Market Performance Indicators, which focus on the performance of the market in terms of overall volume, prices and level of participation.
The intent is to monitor the trends in these areas over time to identify any unexpected performance in an area. Specific performance targets may be
established in the future as experience is gained with the information.

Reliability Performance Indicators
This sub-group of metrics is designed to measure the operations of the transmission system from a reliability perspective.

• How much time was congested during the period. (see Congestion)
• How much energy was curtailed due to congestion? (see Congestion)
• Was the system operated in compliance with the relevant control performance standards? (see Regional Control Performance)
1a. Congestion
Time (in hours) during the month that flowgates were in Congested (Breached or Binding) and Over
• the Limit
• % of Schedules/Tags Curtailed
1b. Curtailments

• Tag Curtailments and Market (Schedules) Curtailments along with Total Tags and Schedules.

1.

Congestion

1c. TLR / CME Time
TLR Events by level (in hours)
Level 3 - curtailment of non-firm schedules and non-firm market flow
Level 4 – curtailment of all non-firm schedules and non-firm market flow (additional reconfiguration
of transmission allowed)
•
Level 5 - curtailment of all non-firm and some firm schedules and market flow
"A" Levels begin curtailing at the beginning of the next hour
"B" Levels begin curtailing immediately and lasts through the end of the next hour
• CME (Congestion Management Events) where loading is greater than 90% (in hours)
1d. Congested Intervals
Percent of intervals binding (flow = System Operating Limit [SOL]), breached (flow > SOL) and

• congested (either binding or breached) during the month.
1e. Price Contour Map

Graphic representation of average monthly prices by load area for the last 12 months. Flowgates

• appearing in the top ten by average shadow price impact in 1f. are identified on the map.
1f. Congestion

• Congestion by flowgate by average hourly shadow price.

Measures the aggregate performance to the NERC CPS (Control Performance Standards) of the Balancing
Authorities in the region. This indicator is set based on the number of BAs within region that are in
compliance with the NERC real time control performance standards (known as BAL-001 – Real Power
Balancing Control Performance and BAL-002 – Disturbance Control Performance).
CPS1 requires BAs to be in compliance for 100% of the periods measured within the month; and

2.

Regional Control Performance

• CPS2 requires BAs to be in compliance for 90% of the periods measured within the month.

For the CPS1 standard, each BA’s rolling 12 month performance is grouped into one of three

• performance bands (<100% [red], 100-150% [yellow], >150% [green]).

The number of BA’s whose CPS1 score falls into these bands is shown; with below 100% meaning

• non-compliant with the standard.

CPS2 performance is depicted in the appropriate bands (<90% [red], 90-95% [yellow], >95% [green])

• based on the monthly CPS2 score rather than a rolling 12 month average.
Market Performance Indicators

This sub-group of indicators provides a view of the effectiveness of the EIS market in the context of answering the following questions:

• What was the value of transmission services used in the month? (see Transmission Utilization)
• What was the average wholesale price paid in the region and what was its volatility? (see EIS Price and Price Range)
• How much Revenue Neutrality Uplift was generated during the month? (see Congestion Uplift)
• What was the level of available generation offered to the market and EIS related energy sales in the month? (see Market Liquidity)
Measures the volume of transmission service scheduled in the month in terms of the transmission service
revenues paid by both Network Customers and Point-to-Point customers.
The revenues paid by transmission customers are directly related to the amount of transactions

• scheduled on the transmission system and therefore provide a proxy as to the utilization of the
3.

Transmission Utilization
•

transmission system in the period.
Transmission service revenues will be reported as a simple sum of revenues paid for Network
Service, Firm Point-to-Point, and Non-Firm Point-to-Point transmission service.
Transmission service MWh will be reported as a simple sum of Network Service, Firm Point-to-Point,

• and Non-Firm Point-to-Point transmission service.

•
4.

Price and Price Ranges

•

Shows the EIS market prices (high, average and low) for each market participant within the footprint
on during the previous 12-month period as well as for the previous month. Also provides an SPPwide average price for the period reported, as well as a range showing 2 standard deviations from the
SPP-wide average price. Given a normal distribution, approximately 95% of all hourly prices should
fall inside of this range. For each MP, a percentage of their observed hourly LIP falling outside of the
range is shown. The higher the percentage outside of the range indicates more volatility is
experienced for that particular MP compared to the SPP as a whole.
Shows the SPP-wide monthly average EIS price and the Gas Cost at the Panhandle Eastern Pipeline
hub along with12-month rolling averages.

Tracks amount of RNU (Revenue Neutrality Uplift) charged or credited to market participants during the
month. RNU ensures settlement payments/receipts for each hourly settlement interval equal zero.

5.

Congestion - Uplift

• Positive RNU - SPP receives insufficent revenue and collects from market participants.
• Negative RNU - SPP receives excess revenue, which must be credited back to market participants.

Measures the average daily MW offered and dispatchable to the EIS market (dispatchable generation); as
well as the average daily sales volume during the month in MWh and dollars.

6.

Market Liquidity

• Data is taken from the Resource Plans.
A “percent of total offered” is calculated using the dispatchable MW divided by the total offered MW.

• Although no specific performance targets have been set, the intent is to monitor the trend of this
index to identify significant deviations from average.

Financial Metrics
This group of metrics provides a view of the organization’s overall financial situation in terms of both the operating costs and settlement functions carried out.

7.

SPP Admin Fee Performance

Measures actual costs incurred by SPP on an annual basis and compares this to the approved Admin Fee
and Budgeted Net Revenue Requirement (NRR).

8.

Budget Performance Monitor

Measures the total actual operating expenses against the total budgeted operating expenses across the
organization.

9.

Financial Settlement Index

Metric measures the timeliness of the financial settlements for both transmission billing and EIS market
billing and provides a proxy for the strength of the organization’s cash flow.
Measures the number and value of disputes made with regard to the financial settlements of the markets.
The objective in this area is twofold: (1) minimize the time to clear disputes; and (2) minimize the total value
of dollars in dispute.

10.

Financial Disputes Index

•

The dollar amount for total disputes, the average dispute size and the largest single dispute is
tracked.

•

The number of disputes active during the month, as well as the average days outstanding for those
disputes is calculated. In addition, the number of resettlements during the month is tracked.

Learning & Growth Metrics
These indicators provide insights into the organization’s success in maintaining and supporting its desired staffing levels and employee growth plans.
Measures both involuntary and voluntary turnover rates, along with number of employees in the organization.
Monthly turnover is charted on a rolling 12 month basis, while annual turnover ratio and number of
employees is provided for historical purposes.

11.

12.

Employee Turnover

Staffing

•

A turnover rate is calculated each month by dividing the total turnover for the month by the total
employee count at month-end. This monthly rate is then aggregated for the previous 12 months
giving a 12-month turnover rate. In order to observe the trend, this 12-month turnover rate is
calculated on a rolling basis for the last 25 months.

•

An annual turnover rate and the number of employees at year-end are both tracked for historical
purposes.

Measures the number of new hires during a month (positions filled) from internal transfers and external hires.
Also shows year-to-date new hire total.

Performance Metrics
The metrics in this group focus on NERC Compliance and IT System Availability.

13.

NERC Compliance

Measures SPP RTO and SPP Regional Entity compliance all NERC standards. SPP RTO status is green
unless there is a confirmed violation of any criteria during the period. SPP Regional Entity metric tracks the
number of possible violations, along with the number of NERC approved confirmed violations.

14.

IT System Availability

Measures availability of SPP IT Systems.

15.

Strategic Plan Progress

Tracks status of elements of the SPP Strategic Plan.

16.

Studies

Tracks status of Aggregate Studies and Generation Interconnection Studies by MW and upgrade costs
(Aggregate Studies only).

Regulatory Update - SPP’s Most Notable Dockets
First Quarter 2011
SPP Tariff/Governing Document Revisions
Docket Number
ER08-1419
ER09-1050 and
ER11-121
ER09-1254 and
ER11-2415

Short Description
SPP Balanced Economic
Portfolio Filing
SPP Order 719 Compliance

Summary
There was no activity in this proceeding during the first quarter of 2011.

Reform of Generation
Interconnection Procedures
(“Queue Reform Filing”)

On February 2, 2011, FERC issued a letter order accepting SPP's December 20, 2010 compliance filing
submitted in accordance with the November 18, 2010 Order issued in Docket No. ER09-1254.

There was no activity in this proceeding during the first quarter of 2011.

An effective date of June 2, 2009 was granted.

ER10-1069

ER10-1269 and
ER10-2244

ER11-13

ER11-1896
ER11-2101

ER11-2103

ER11-2303

SPP Submission of Tariff
Revisions to Adopt a
"Highway/Byway" Regional
Transmission Upgrade Cost
Allocation Methodology
SPP Submission of Tariff
Revisions to Incorporate a
Modified Transmission Planning
Process, the Integrated
Transmission Plan ("ITP")
SPP Submission of Tariff
Revisions to Incorporate
Standards Adopted in Order Nos.
676-E, 676-F, 729, and 729-B
SPP Order 739 Compliance
Filing
SPP Submission of Revisions to
its Membership Agreement to
Modify Transmission Owner
Definition
SPP Submission of Tariff
Revisions to Modify
Transmission Owner Definition
SPP Submission of Tariff
Revisions to Implement New
Daily Non-Firm On- and Off-

SPP’s second status report, pursuant to the July 31, 2009 Order, is due in July 2011.
There was no activity in this proceeding during the first quarter of 2011.

On February 2, 2011, FERC issued a letter order accepting SPP's August 16, 2010 compliance filing in
ER10-2244, submitted pursuant to the July 15, 2010 Order issued in Docket No. ER10-1269.
An effective date of July 17, 2010 was granted.
On March 28, 2011, FERC issued an order accepting SPP's tariff revisions incorporating standards
adopted in Order Nos. 676-E, 676-F, 729, and 729-B.
An effective date of May 24, 2010 was granted for tariff revisions to comply with Order No. 676-F. An
effective date of April 1, 2011 was granted for tariff revisions to comply with Order Nos. 676-E and 729.
On January 3, 2011, FERC issued an order accepting SPP's October 25, 2010 Order No. 739 compliance
filing, effective September 24, 2010 as requested.
On January 7, 2011, FERC issued a letter order accepting the revisions modifying the definition of
transmission owner, effective January 12, 2011 as requested.

On January 7, 2011, FERC issued a letter order accepting the revisions modifying the definition of
transmission owner, effective January 12, 2011 as requested.
On February 25, 2011, FERC issued a deficiency letter requesting additional information in order to
process the filing.
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Regulatory Update - SPP’s Most Notable Dockets
First Quarter 2011
SPP Tariff/Governing Document Revisions
Docket Number

Short Description
Peak Point-To-Point
Transmission Service

Summary
1) FERC requested SPP to correct an error regarding when requests for both daily non-firm on-peak and
off-peak Point-to-Point transmission service must be made;
2) FERC requested SPP to explain how the daily curtailment priority afforded daily non-firm on-peak and
off-peak Point-to-Point transmission service is communicated in the SPP Tariff, as well as the product’s
curtailment priority relative to daily 24-hour service and hourly service; and
3) FERC requested SPP to explain which rates in Attachment T of the SPP Tariff apply to daily non-firm
on-peak and off-peak Point-to-Point transmission service and how this is communicated in the SPP Tariff,
as well as how the SPP Tariff communicates the application of the terms "on-peak" and "off-peak" to this
product with regard to the rates in Attachment T.
On March 22, 2011, SPP submitted its response to the deficiency letter issued on February 25, 2011. With
this filing, SPP submitted additional information and Tariff revisions to reflect the proper timeframes for
requesting Daily Non-Firm On-Peak and Off-Peak Point-to-Point transmission service.

ER11-2308

ER11-2315

ER11-2425

ER11-2428

SPP Submission of Tariff
Revisions to Permit Owners of
Jointly Owned Resources
Registered in SPP Energy
Imbalance Service Market ("EIS
Market") to Have Separate Meter
Agents
SPP Submission of Tariff
Revisions to Clarify Treatment
of Load Under Grandfathered
Agreements in the Calculation of
Resident Load
SPP Submission of Tariff
Revisions to Simplify the
Election Process for Loss
Compensation in Attachments M
and N
SPP Submission of Tariff
Revisions to Clarify How Real
Power Losses Caused by
Transmission Service Customers
are Determined and Recovered

A new effective date of May 1, 2011 was requested.
On January 31, 2011, FERC issued an order accepting the tariff revisions, effective February 6, 2011 as
requested.

On January 31, 2011, FERC issued an order accepting the tariff revisions, effective December 9, 2010 as
requested.

On February 24, 2011, FERC issued an order accepting the tariff revisions, effective February 19, 2011 as
requested.

On January 18, 2011, Doniphan Electric Cooperative, Kaw Valley Electric Cooperative, and NemahaMarshall Electric Cooperative filed a Motion for Leave to Intervene and Protest.
The parties asked FERC to reject SPP's December 21, 2010 filing. The parties stated, "...the proposed
tariff revisions would raise the amount of losses charged to every network integration transmission service
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First Quarter 2011
SPP Tariff/Governing Document Revisions
Docket Number

Short Description

Summary
("NITS") customer under SPP’s Open Access Transmission Tariff ("OATT") based on incorrect,
unsupported assertions that are contrary to long-standing SPP practice and Commission precedent."
On January 28, 2011, Westar Energy, Inc. filed an answer in response to the protest filed on January 18,
2011, by Doniphan Electric Cooperative, Kaw Valley Electric Cooperative, and Nemaha-Marshall
Electric Cooperative. Westar stated that SPP's filing clarifies and codifies the method for calculating
transmission losses associated with NITS under the SPP OATT.
On February 2, 2011, SPP submitted an answer in response to the protest filed by Doniphan Electric
Cooperative, Kaw Valley Electric Cooperative, and Nemaha-Marshall Electric Cooperative on January 18,
2011.
SPP stated:
1) the December 21 Filing conforms the measurement of losses for network service to the way in which
the loss factors specified in the SPP Tariff were determined and is consistent with how losses for network
customers are determined in SPP's Real-Time Energy Imbalance Market;
2) the Commission's order in the Westar Energy, Inc. proceeding has no bearing on SPP's Tariff filing;
and
3) clarifying that network customers are responsible for wholesale distribution losses is consistent with
SPP's Tariff and Commission policy.
On February 25, 2011, FERC issued a deficiency letter requiring additional information in order to
process the filing.
FERC requested the following information:
1) SPP stated that it surveyed all of its transmission owners and confirmed that all of the loss studies
performed by the transmission owners determined loss factors to be applied to energy injected in SPP’s
transmission system at a point of receipt and that these loss factors are listed in Appendix 1 of Attachment
M. FERC requested additional information concerning SPP's survey method, as well as an updated loss
study which reflects the current topography of the SPP Transmission System for each transmission owner
to support the loss factor listed in Appendix 1 of Attachment M;
2) FERC requested an explanation of the derivation of any additional loss compensation for distributionrelated losses pursuant to Attachment M. FERC also requested SPP to confirm that it will continue to file
all distribution-related loss charges in the Network Service customers’ service agreements, or justify why
the proposed Tariff revisions obviate the need to file distribution-related loss charges in the service
agreements;
3) FERC requested an explanation of how Network Service losses are calculated with the elimination of
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First Quarter 2011
SPP Tariff/Governing Document Revisions
Docket Number

ER11-2525

ER11-2736

Short Description

SPP Submission of Tariff
Revisions to Revise the Process
for Identifying the Designated
Balancing Authority Responsible
for Accounting for Self-Provided
Losses Relating to Transactions
through the SPP Region
SPP Submission of Tariff
Revisions to Modify Operational
Constraint Violation Relaxation
Limit ("VRL")

Summary
the term zonal loss factor in Section II of Attachment M and with the loss factors in Appendix 1 of
Attachment M no longer applicable to Network Service. FERC also requested an explanation of: (a) how
the gross-up of loss factors applies for Network Service; (b) whether there are any exceptions to the
general rule that Network Service is measured at the Point of Delivery; and (c) why the first new
paragraph of Appendix 1 of Attachment M does not explicitly state that the loss factors are applied to
energy measured at the Point of Receipt for Point-to-Point Service, and why there is no explicit statement
that the loss factor needs to be adjusted when the energy is measured at the Point of Delivery for Network
Service; and
4) FERC requested an explanation of how additional loss compensation may be required if a point on
SPP’s transmission system (i.e., Point of Delivery) is located on facilities not under SPP's control.
On March 23, 2011, SPP submitted a Motion to Withdraw its proposed tariff revisions filed in this
proceeding.
On February 4, 2011, FERC issued a letter order accepting the tariff revisions, effective January 1, 2011
as requested.

On January 24, 2011, SPP submitted revisions to its OATT to reduce the currently effective Violation
Relaxation Limit governing Operational Constraints from $1500/MW of loading to a set of tiered "block"
dollar values based on the percentage amount of the overload.
On March 17, 2011, FERC issued an order accepting the tariff revisions.

ER11-2820

SPP Submission of Tariff
Revisions to Attachment AE in
Order to Establish an Offer
Curve Price Floor in the Energy
Imbalance Service ("EIS")
Market

An effective date of March 25, 2011 was granted.
On February 1, 2011, SPP submitted revisions to Attachment AE of its OATT in order to establish an
Offer Curve price floor in the EIS Market.
Specifically, SPP proposes to amend section 1.2.6 of Attachment AE to provide that "Market Participants
must submit Offer Curve prices that are greater than or equal to negative $1000/megawatt-hour and less
than or equal to $1000/megawatt-hour."
On March 28, 2011, FERC issued an order accepting the tariff revisions, effective April 4, 2011 as
requested.

Page 4 of 18

Regulatory Update - SPP’s Most Notable Dockets
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SPP Tariff/Governing Document Revisions
Docket Number
ER11-3101

ER11-3130

Short Description
SPP Submission of Tariff
Revisions to Attachment C in
Order to More Accurately
Describe the Current Practices
and Systems for the Calculation
of Available Transfer Capability
("ATC")
SPP Submission of Tariff
Revisions to Amend Section 8.1
of Attachment G, Network
Operating Agreement ("NOA")

ER11-3154

SPP Submission of Tariff
Revision to Amend Appendix C
of the Pro Forma Generator
Interconnection Agreement

OA08-61

SPP Order No. 890 Compliance
Filing - Attachment O Revisions
for Coordinated and Regional
Planning Process

OA08-104

SPP Order No. 890-A
Compliance Filing Revising the
SPP OATT with Limited
Departures from the Order No.
890-A Pro Forma

Summary
On March 16, 2011, SPP submitted revisions to its OATT to more accurately describe in Attachment C
the current practices and systems for the calculation of Available Transfer Capability.
An effective date of May 16, 2011 was requested.

On March 17, 2011, SPP submitted revisions to its OATT in order to amend Section 8.1 of Attachment G,
the proforma Network Operating Agreement. SPP proposed several revisions to address security concerns
about access to delivery point meters and to clarify the Network Customer’s obligation to provide access
to metering equipment and data.
An effective date of May 17, 2011 was requested.
On March 21, 2011, SPP submitted revisions to its OATT to amend Appendix 6 of the pro forma
Generator Interconnection Agreement to require wind-powered generation resources to be capable of
reducing their output in increments of no more than 50 MW, when required to curtail for transmission
system reliability.
An effective date of May 21, 2011 was requested.
On February 4, 2011, FERC issued a letter order accepting SPP's November 2, 2009 and December 30,
2009 filings.
Effective dates of December 14, 2007 and October 17, 2008 were granted.
On March 31, 2011, FERC issued an order accepting SPP's April 15, 2008 filing to be effective April 15,
2008 and January 4, 2010, as modified and subject to a further compliance filing.
FERC directed SPP to:
1) File a further compliance filing that addresses how the narrative for explaining the reasons for changes
in monthly or yearly Available Transfer Capability (“ATC”) values on a constrained path as a result of a
change in total flowgate capacity, as opposed to Total Transmission Capacity (“TTC”), of ten percent or
more is derived for OASIS postings, consistent with Order No. 676-E, to be effective January 4, 2010;
2) File a compliance filing that provides further explanation of its step-by-step modeling methodology
and criteria consistent with Order No. 890-A.
FERC found that SPP's energy imbalance service market settles real-time imbalances in a nondiscriminatory manner that reflects the incremental value of energy at specific locations in the market and
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First Quarter 2011
SPP Tariff/Governing Document Revisions
Docket Number

Short Description

Summary
therefore SPP’s imbalance market is consistent with the Order Nos. 890 and 890-A pro forma OATTs.
Therefore, FERC will not require SPP to incorporate the imbalance service provisions adopted in Order
No. 890-A.
FERC rejected American Wind Energy Association's and the Electric Power Supply Association's
contention that SPP should be required to offer conditional firm service.
SPP's compliance filing is due May 2, 2011.
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Other Filings of Interest
Docket Number
ER05-1065

and

ER09-555

Short Description
Entergy Services’ New Proposal
for an Independent Coordinator
of Transmission (“ICT”) and
Extension of the ICT’s Initial
Term

Summary
On February 1, 2011, Entergy submitted an informational filing containing its proposed Open Access
Transmission Tariff Transmission Service Request Business Practices.

Entergy’s Proposed Revisions to
Attachment V of its OATT

On February 22, 2011, Union Power Partners, L.P. filed a Protest of the February 1, 2011 informational
filing by Entergy, which contained Transmission Service Request Business Practices.

On February 8, 2011, SPP submitted the ICT's Annual Performance Report for November 17, 2009
through November 17, 2010.

On February 28, 2011, SPP and Entergy Services, Inc. filed the Differences Report Between ICT Base
Plan and Entergy Construction Plan. The report relates to the differences between the 2011 ICT Base Plan
and the 2011-2013 Entergy Construction Plan, as required by FERC's orders approving the establishment
of the ICT and Entergy's OATT.
On March 9, 2011, SPP submitted an answer in response to Union Power's February 22, 2011 Protest.
SPP stated that Entergy's Transmission Service Request Business Practices were appropriately filed on an
informational basis in this proceeding.
On March 11, 2011, Entergy Services, Inc. submitted an answer in response to Union Power's February
22, 2011 Protest.
On March 15, 2011, SPP submitted the ICT's WPP Quarterly Report. This covers the period of December
2010 through February 2011.
On March 24, 2011, Union Power Partners, L.P. submitted an answer in response to Entergy's answer
filed on March 11, 2011.

ER10-941

SPP Filing of a Letter Agreement
Regarding Comprehensive
Seams Agreement between
Entergy Services, Inc. and
Southwest Power Pool, Inc.

On March 31, 2011, SPP submitted the ICT's First Quarterly Performance Report for 2011.
On March 31, 2011, FERC issued an Order on Rehearing and Compliance.
East Texas Cooperatives' request for rehearing of the June 15, 2011 Order was granted in part and denied
in part:
1) FERC granted rehearing to direct further clarification of section 3.a.ii of the Available Flowgate
Capability/Total Flowgate Capability Protocol (“AFC/TFC Protocol”). FERC agreed with East Texas
Cooperatives that section 3.a.ii is ambiguous as to whether the term "directly interconnected generators"
includes generators in balancing authorities embedded in the Entergy or SPP transmission system.
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Other Filings of Interest
Docket Number

Short Description

Summary
Accordingly, FERC directed SPP to file revisions to section 3.a.ii to clarify whether "directly
interconnected generators" includes generators in balancing authorities embedded in the Entergy or SPP
system;
2) FERC granted rehearing and directed that SPP provide clarification of section 3.d of the AFC/TFC
Protocol. Accordingly, FERC directed SPP to file revisions to section 3.d to specify clearly the timing
and frequency of the data exchange. If SPP and Entergy intend to limit the data exchange to once a year,
SPP is also directed to include in its transmittal letter an explanation of why updating the models annually
is sufficient to ensure accurate models; and
3) FERC denied rehearing of sections 5.a, 6.c, and 6.d.
FERC accepted SPP's July 15, 2010 compliance filing and directed SPP to:
1) File section 3.d.ii data incorporation process as an amendment to the AFC/TFC Protocol. If this
section has not yet been completed, SPP is directed to file a status report by May 2, 2011, and every 30
days thereafter until the process is finalized; and
2) File the section 5.b process as an amendment to the AFC/TFC Protocol.

ER10-2748

ER11-3189

ES10-11

ES11-14

Entergy Services, Inc. ("ESI")
Filing to Extend on an Interim
Basis the Independent
Coordinator of Transmission
("ICT") Arrangement for a
Period of Two Years
Submission of Midwest
Independent Transmission
System Operator, Inc. ("Midwest
ISO") of the Baseline Electronic
Filing of the Joint Operating
Agreement (“JOA”) Between
Midwest ISO and SPP
SPP Application Under Section
204 of the Federal Power Act for
an Order Authorizing the
Issuance of Securities ($150
Million)
SPP Application Under Section

SPP's compliance filing is due May 2, 2011.
On March 16, 2011, Entergy Services, Inc. submitted its compliance filing pursuant to the November 16,
2010 Order.

On March 24, 2011, Midwest ISO submitted the baseline electronic filing of the Joint Operating
Agreement between Midwest ISO and SPP. The agreement is designated Midwest ISO, Second Revised
Rate Schedule FERC No. 6; Southwest Power Pool, Second Revised Rate Schedule FERC No. 9.
An effective date of March 25, 2011 was requested.
SPP filed, in FERC Docket No. ER11-3190, a Certificate of Concurrence identifying Midwest ISO as
designated filing utility for the JOA.
On January 27, 2011, SPP submitted a Report of Securities issued on December 29, 2010.

On March 4, 2011, SPP submitted a supplement to its December 30, 2010 Application to include revised
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Other Filings of Interest
Docket Number

Short Description
204 of the Federal Power Act for
an Order Authorizing the
Issuance of Securities ($20
Million Revolving Credit
Facility)

Summary
information regarding the expected interest rate on the Notes and a Certificate of the Corporate Secretary
of SPP.
On March 18, 2011, FERC issued an order authorizing the issuance of up to $20,000,000 in non-secured
Promissory Notes. SPP must file a Report of Securities no later than 30 days after the sale or placement
of long-term debt or equity securities. The authorization is effective March 18, 2011, and expires March
18, 2013.

Page 9 of 18

Regulatory Update - SPP’s Most Notable Dockets
First Quarter 2011
State Cases
Docket Number
Arkansas
08-001-U
08-002-U
08-098-U

Short Description
SWEPCO’s Applications for the
Construction, Ownership,
Operation and Maintenance of
the SE Texarkana-Turk, Sugar
Hill-Turk, and NW TexarkanaTurk Transmission Lines

Arkansas
08-136-U

In the Matter of an Inquiry into
Electric Transmission Issues
within the Areas Served by the
SPP RTO and the Entergy
Corporation as such Issues
Affect Electric Service within
Arkansas
In the Matter of the
Consideration of Innovative
Approaches to Ratebase, Rate of
Return Ratemaking Including,
but not limited to, Annual
Earnings Reviews, Formula
Rates, and Incentive Rates for
Jurisdictional Electric and
Natural Gas Public Utilities
In the Matter of the Impact of
Federal Energy Regulatory
Commission (“FERC”) Orders
719 and 719-A in FERC Docket
No. RM07-19-001 on the
Regulatory Authority of the
Arkansas Public Service
Commission
In the Matter of the Application
of Southwest Power Pool, Inc.
for Authority to Issue up to
$150,000,000 in Secured and
Non-Secured Promissory Notes

Summary
On January 11, 2011, the APSC issued an order denying Hempstead County Hunting Club's Motion to
Strike or Compel and Motion for Stay filed on November 30, 2010.
On January 13, 2011, Hempstead County Hunting Club, Inc., et al. submitted a Notice of Withdrawal of
appeals.
On February 23, 2011, the APSC issued an order closing Docket Nos. 08-001-U, 08-002-U and 08-098-U.

Arkansas
08-137-U

Arkansas
09-090-U

Arkansas
09-128-U

SPP continues to file the Monthly Market Monitoring Report, ICT Quarterly Report, and WPP Quarterly
Report.

On January 10, 2011, Arkansas Electric Energy Consumers, Inc. and Arkansas Gas Consumers, Inc.
submitted a Petition for Rehearing of Order Nos. 14 and 15.
On February 8, 2011, the APSC issued Order No. 7, granting rehearing of Order Nos. 14 and 15 issued
December 10, 2010.

Further action in this proceeding is pending SPP’s compliance filing and FERC’s action in FERC Docket
No. ER09-1050.

On January 28, 2011, SPP submitted a copy of a loan agreement dated October 28, 2010, pursuant to
Order No. 1. SPP's 2010-B Notes were issued December 29, 2010.
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Regulatory Update - SPP’s Most Notable Dockets
First Quarter 2011
State Cases
Docket Number
Arkansas
10-011-U

Short Description
In the Matter of a Show Cause
Order Directed to Entergy
Arkansas, Inc. (“EAI”)
Regarding Its Continued
Membership in the Current
Entergy System Agreement, or
Any Successor Agreement
Thereto, and Regarding the
Future Operation and Control of
Its Transmission Assets

Summary
On February 11, 2011, Carl Monroe submitted Direct Testimony on behalf of SPP. Several other parties
also filed testimony.
On February 22, 2011, the APSC issued Order No. 30 requiring that the following be filed in this
proceeding by Noon on March 11, 2011:
1) Charles River Associates (“CRA”) and EAI/ESI were directed to file the CRA cost/benefit study
focused on EAI as a stand-alone member of Midwest ISO (“MISO”); the CRA cost/benefit study focused
on all Entergy Operating Companies becoming members of MISO; and the CRA EAI/ESI-directed
additional addendum studies.
2) CRA was directed to file a document providing the differences in modeling and assumptions between
the cost/benefit studies of EAI as a stand-alone member of MISO vs. all Entergy Operating Companies as
members of MISO; the differences in modeling assumptions between the cost/benefit studies of EAI as a
stand-alone member of the SPP RTO vs. all Entergy Operating Companies as members of the SPP RTO,
and; the differences in modeling and assumptions between the MISO vs. SPP RTO cost/benefit studies.
On February 24, 2011, MISO filed a Petition to Intervene and Concurrent Request for Leave to Late File
Testimony.
On March 11, 2011, CRA submitted the CRA cost/benefit studies regarding Entergy becoming a member
of MISO pursuant to Order No. 30.
On March 11, 2011, the APSC issued Order No. 31 granting MISO's Petition to Intervene.
The Commission granted MISO (and SPP) permission to file limited testimony by Noon on March 18,
2011. Such testimony shall be limited exclusively to the cost/benefit studies filed by CRA and EAI/ESI
on March 11, 2011, as required by Order No. 30.
On March 18, 2011, Carl Monroe submitted Supplemental Direct Testimony on behalf of SPP. Several
other parties also filed testimony.
On March 22, 2011, a Technical Conference was held to discuss the CRA studies.
Discovery in this docket is ongoing.
Hugh McDonald continues to file Supplemental Direct Testimony on the first day of each month.
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First Quarter 2011
State Cases
Docket Number

Short Description

Summary
SPP and Entergy continue to file the Seams Agreement progress report on the first day of each month.
Also on the first of each month, SPP continues to file a status report detailing the discussions or meetings
between SPP and EAI concerning the option of EAI as a stand-alone operating company becoming a
member of SPP, as well as the status of the addendum Arkansas-only study.

Arkansas
10-074-U

Kansas
10-GIME-215-GIE

Kansas
11-ITCE-644-MIS

In the Matter of the Application
of Southwestern Electric Power
Company for a Certificate of
Environmental Compatibility
and Public Need for the
Construction, Ownership,
Operation and Maintenance of
the Proposed Flint Creek to
Shipe Road Project and
Associated Facilities to be
Located in Benton County,
Arkansas
In the Matter of the Investigation
into Laws and Regulations
Relating to Demand Response
and Scarcity Pricing
In the Matter of the Application
of ITC Great Plains, LLC
(“ITC”) for a Siting Permit for
the Construction of a DoubleCircuit 345-kV Transmission
Line in Ford, Clark, Kiowa and
Barber Counties, Kansas

A public hearing was held on February 8, 2011.

Further action in this proceeding is pending SPP’s compliance filing and FERC’s action in FERC Docket
No. ER09-1050.
SPP has committed to keeping the KCC apprised of developments in Docket No. ER09-1050.
On March 14, 2011, ITC Great Plains, LLC filed an Application for a siting permit granting ITC the right
to construct a double circuit 345 kV transmission line from the Spearville Substation south to a new
substation in Clark County, Kansas, and continuing east to a new substation in Barber County near
Medicine Lodge, Kansas, also known as the "V-Plan".
On March 14, 2011, Alan Myers, Carl Huslig, and Salvatore Falcone submitted Direct Testimony on
behalf of ITC.
On March 16, 2011, the Citizens' Utility Ratepayer Board (“CURB”) filed a Petition to Intervene.
On March 21, 2011, Chermac Energy Corporation filed an Application for Intervention.
On March 23, 2011, the KCC issued an Order Adopting Procedural Schedule and Granting Intervention to
CURB.
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Regulatory Update - SPP’s Most Notable Dockets
First Quarter 2011
State Cases
Docket Number

Short Description

Summary
The following schedule was adopted:
April 18, 2011 (by 3 PM) - Staff and Intervenor Direct Testimony
April 20, 2011 - Public Hearing
April 28, 2011 - Public Affairs and Consumer Protection Office Files Report of Public Comments
May 2, 2011 (by 3 PM) - ITC Rebuttal to Staff and Intervenor Testimony
May 2, 2011 (by 3 PM) - ITC Response to Public Hearing Comments
May 4, 2011 (by 3 PM) - ITC Wind Response to Written Comments
May 9, 2011 (by 3 PM) - Staff and Intervenor Response to Public Hearing Comments
May 16, 2011 (by 3 PM) - ITC Rebuttal to Staff and Intervenor Response to Public Hearing Comments
May 18, 2011 (by 3 PM) - List of disputed issues, prehearing motions and discovery cut-off
May 20, 2011 (10:30 AM) - Prehearing Conference
May 26-27, 2011 (8 AM) - Evidentiary Hearing
June 9, 2011 (by 3 PM) - ITC Initial Post-hearing Brief
June 17, 2011 (by 3 PM) - Staff and Intervenor Responsive Post-hearing Briefs
June 24, 2011 (by 3 PM) - ITC Reply Brief
July 12, 2011 - Order Date
On March 24, 2011, Prairie Wind Transmission, LLC filed a Petition to Intervene.
On March 24, 2011, SPP filed a Petition to Intervene. SPP requested permission to file its testimony
promptly and attached as an exhibit Katherine Prewitt's Direct Testimony.
On April 1, 2011, the KCC issued orders granting SPP's, Chermac Energy’s, and Prairie Wind’s
intervention.
On April 5, 2011, a group of twenty landowners filed a Petition to Intervene.

Kansas
11-PWTE-600-MIS

In the Matter of the Application
of Prairie Wind Transmission,
LLC (“Prairie Wind”) for a
Siting Permit for the
Construction of a Double Circuit
345 kV Transmission Line in
Sedgwick, Sumner, Harper, and
Barber Counties, Kansas

On April 6, 2011, Katherine Prewitt submitted Direct Testimony on behalf of SPP. This was previously
attached as an Exhibit to SPP’s Petition to Intervene filed on March 24, 2011.
On February 28, 2011, Prairie Wind Transmission, LLC filed an Application for a siting permit granting
Prairie Wind the right to construct a double circuit 345 kV transmission line from Westar Energy, Inc.'s
Wichita Substation to a new 345 kV substation near Medicine Lodge, Kansas, to be constructed by ITC
Great Plains and from the Thistle Substation to the Kansas/Oklahoma Border, also known as the "Y Plan".
On February 28, 2011, Kelly Harrison, Robert St. John, and Dennis Reed submitted Direct Testimony on
behalf of Prairie Wind.
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First Quarter 2011
State Cases
Docket Number

Short Description

Summary
On March 3, 2011, the Citizens' Utility Ratepayer Board (“CURB”) filed a Petition to Intervene.
On March 4, 2011, SPP filed a Motion to Intervene. SPP requested permission to file its testimony
promptly and attached as an exhibit Katherine Prewitt's Direct Testimony.
On March 9, 2011, the KCC issued an Order Adopting Procedural Schedule and Granting Intervention to
CURB.
The following schedule was adopted:
April 4, 2011 (by 3 PM) - Staff and Intervenor Direct Testimony
April 7, 2011 - Public Hearing
April 18, 2011 (by 3 PM) - Prairie Wind Rebuttal to Staff and Intervenor Testimony
April 19, 2011 - Public Affairs and Consumer Protection Office Files Report of Public Comments
April 20, 2011 (by 3 PM) - Prairie Wind, Staff, and Intervenor Response to Public Hearing Comments
April 27, 2011 (by 3 PM) - Prairie Wind Rebuttal to Staff and Intervenor Response to Public Hearing
Comments
April 27, 2011 (by 3 PM) - Prairie Wind Response to Written Comments
May 3, 2011 (by 3 PM) - List of disputed issues, prehearing motions and discovery cut-off
May 6, 2011 (10:30 AM) - Prehearing Conference
May 16-18, 2011 (9 AM) - Evidentiary Hearing
May 31, 2011 (by 3 PM) - Prairie Wind Initial Post-hearing Brief
June 7, 2011 (by 3 PM) - Staff and Intervenor Responsive Post-hearing Briefs
June 14, 2011 (by 3 PM) - Prairie Wind Reply Brief
June 28, 2011 - Order Date
On March 9, 2011, Chermac Energy Corporation filed its Application for Intervention.
On March 11, 2011, ITC Great Plains, LLC filed a Petition to Intervene.
On March 23, 2011, the KCC issued orders granting SPP's, Chermac Energy’s, and ITC Great Plains’
intervention.
On March 24, 2011, Katherine Prewitt submitted Direct Testimony on behalf of SPP. This was previously
attached as an Exhibit to SPP’s Petition to Intervene filed on March 4, 2011.
On April 4, 2011, James Dittmer, Jamie McAlpine, Heath Garner, and Paul Kerlinger submitted Direct
Testimony on behalf of Chermac Energy Corporation.
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First Quarter 2011
State Cases
Docket Number

Short Description

Summary
On April 4, 2011, Andy Fry and Michael J. Wegner, P.E. submitted Direct Testimony on behalf of the
Kansas State Corporation Commission.
On April 6, 2011, Thomas Debaun submitted Direct Testimony on behalf of the Kansas State Corporation
Commission.

Missouri
EW-2010-0187

In the Matter of an Investigation
into the Coordination of State
and Federal Regulatory Policies
for Facilitating the Deployment
of all Cost-Effective DemandSide Savings to Electric
Customers of All Classes
Consistent with the Public
Interest

Discovery in this docket is ongoing.
On January 18, 2011, a workshop was held to discuss Aggregator of Retail Customers ("ARCs") and RTO
issues. The draft rulemaking language was discussed.
On February 1, 2011, Ameren Missouri filed comments in response to the Aggregator draft rule dated
January 7, 2011.
On February 1, 2011, Kansas City Power & Light Company and KCP&L Greater Missouri Operations
Company filed comments in response to the Aggregator draft rule dated January 7, 2011.
In April 2011, Midwest ISO and the Demand Response Parties (“DR Parties”) submitted comments in
response to MoPSC Staff's request for comments regarding its draft notes.

Missouri
EO-2011-0134

In the Matter of an Investigation
Into Southwest Power Pool Cost
Allocations and Cost Overruns

An ARC/ISO/RTO Demand Response Aggregation Draft Rule Workshop is scheduled to be held from 10
AM to 3:30 PM on April 11, 2011.
On January 18, 2011, SPP and The Empire District Electric Company submitted reply comments in
response to the November 23, 2010 Order Opening an Investigation into Southwest Power Pool Cost
Allocation and Cost Overruns.
On January 18, 2011, SPP submitted Nick Brown's letter in response to the letter received from
Commissioner Davis on January 11, 2011.
On February 4, 2011, SPP submitted comments concerning project selection and cost estimation in
response to the November 23, 2010 Order Opening an Investigation into Southwest Power Pool Cost
Allocation and Cost Overruns.
On February 8, 2011, The Empire District Electric Company and Kansas City Power & Light
Company/KCP&L Greater Missouri Operations Company submitted comments concerning project
selection in response to the November 23, 2010 Order Opening an Investigation into Southwest Power
Pool Cost Allocation and Cost Overruns.
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First Quarter 2011
State Cases
Docket Number
New Mexico
07-00390-UT

New Mexico
10-00143-UT

Oklahoma
PUD 201000043

Oklahoma
PUD 201000075

Short Description
An Investigation into the
Prudence of Southwestern Public
Service Company's ("SPS")
Participation in the SPP RTO
In the Matter of the Petition of
Lea County Electric
Cooperative, Inc. (“LCEC”) for
Approval to Transfer Certain
Transmission Assets under the
Southwest Power Pool, Inc.
Open Access Transmission
Tariff (“OATT”)
Inquiry of the Oklahoma
Corporation Commission
("OCC") to Investigate Issues
Arising from the Federal Energy
Regulatory Commission's Orders
No. 719, 719-A and 719-B
In the Matter of the Application
of Plains and Eastern Clean Line
LLC ("Clean Line") to Conduct
Business as an Electric Utility in
the State of Oklahoma

Summary
On January 13, 2011, SPP submitted the 2010 SPP Transmission Expansion Plan draft report in
accordance with Section 15 of the Uncontested Stipulation.

On January 5, 2011, SPP submitted the Integrated Transmission Plan 20-Year Assessment Report in
accordance with Section 14 of the Uncontested Stipulation.
On January 13, 2011, SPP submitted the 2010 SPP Transmission Expansion Plan draft report in
accordance with Section 14 of the Uncontested Stipulation.

Further action in this proceeding is pending SPP’s compliance filing and FERC’s action in FERC Docket
No. ER09-1050.

On January 11, 2011, SPP filed a Motion to Intervene.
On January 14, 2011, SPP filed its Statement of Position.
A hearing was held January 19-21, 2011.
On February 4, 2011, the Oklahoma Independent Petroleum Association filed a Motion for Leave to File
Suggestion of Additional Authority. The filing included:
1) Arkansas Public Service Commission, Case 10-041-U, Order No. 9 dated January 11, 2011;
2) Oklahoma Gas & Elec. Co. v. Corp. Comm., 543 P.2d 546 (Okla. 1975); and
3) 75 O.S. § 302.
On February 28, 2011, the parties filed a Revised Joint Stipulation and Settlement Agreement, which
replaces the Joint Stipulation and Settlement Agreement filed on November 24, 2010.
A hearing was held March 1-3, 2011.
On March 25, 2011, SPP and several other parties filed Proposed Findings of Fact and Conclusions of
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First Quarter 2011
State Cases
Docket Number

Short Description

Texas
38906

PUC Proceeding on
Transmission Projects and Costs
in the Southwest Power Pool

Texas
39070

Application of Sharyland
Utilities, L.P. ("Sharyland") to
Approve Study and Plan
Pursuant to the Commission's
Order In Docket No. 37990
Concerning the Movement of
Sharyland's Stanton and
Colorado City Divisions from
the Southwest Power Pool to
ERCOT

Summary
Law.
On January 4, 2011, Texas Industrial Energy Consumers submitted Amended Initial Comments.
On January 6, 2011, Richard Greffe and Margaret Pemberton provided a memorandum summarizing the
comments filed in this proceeding.
On January 12, 2011, Margaret Pemberton submitted in this proceeding the January 11, 2011 letter to
Nick Brown from Commissioner Davis of the Missouri Public Service Commission.
On January 13, 2011, Sharyland Utilities, L.P. submitted its Application to Approve Study and Plan
Pursuant to the Commission's Order in Docket No. 37990 and for Other Relief.
Sharyland requested that the Commission:
1) Determine that the attached ERCOT Study complies with Sharyland's obligation to provide such an
independent report under the Commission's Order in Docket No. 37990;
2) Select the preferred option identified in the report, or one of the alternative options, and direct
Sharyland to implement that option; and
3) Issue a final order in this proceeding expeditiously, if possible by May 13, 2011.
On February 22, 2011, the State Office of Administrative Hearings (“SOAH”) issued Order No. 3, which
memorialized the prehearing conference, adopted a procedural schedule, and provided notice of hearing.
The procedural schedule is as follows:
March 1, 2011 - Applicant Direct Testimony
March 8, 2011 - Objection to Applicant's Direct Testimony
March 15, 2011 - Replies to objections to Applicant's Direct Testimony
March 29, 2011 - Intervention deadline
April 29, 2011 - Discovery ends
April 29, 2011 - Intervenor Direct Testimony and/or Statement of Position
May 6, 2011 - Objections to Intervenor Direct Testimony
May 12, 2011 - Staff Direct Testimony
May 13, 2011 - Replies to objections to Intervenor Direct Testimony
May 18, 2011 - Objections to Staff Direct Testimony
May 23, 2011 - Applicant Rebuttal Testimony and Intervenor Cross-Rebuttal Testimony (cross-rebuttal
limited to other Intervenors' Direct Testimony)
May 25, 2011 - Replies to objections to Staff Direct Testimony
May 30, 2011 - Objections to Applicant Rebuttal and Intervenor Cross-Rebuttal Testimony
June 2-3, 2011 - Hearing on the Merits
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State Cases
Docket Number

Short Description

Summary
June 17, 2011 - Initial Briefs, including any Proposed Findings of Fact and Conclusions of Law
June 24, 2011 - Reply Briefs
On March 1, 2011, Ralph Goodlet, Jr., James Daniel, and John Chiles submitted Direct Testimony on
behalf of Sharyland Utilities, L.P.
On March 22, 2011, SPP filed a Motion to Intervene.
On March 31, 2011, SOAH issued Order No. 5 granting SPP's Motion to Intervene.
Discovery in this docket is ongoing.
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FERC
RM08-19
FERC
RM05-5
State of Arkansas
10-011-U

State of Arkansas
10-011-U

State of Arkansas
10-011-U

State of Kansas

NERC Reliability Standards (Order No. 729) and NAESB business practices (Order No. 676-E) shall be
implemented (Order No. 729-B issued July 15, 2010)

4/1/2011

NERC Reliability Standards (Order No. 729) and NAESB business practices (Order No. 676-E) shall be
implemented (Order No. 729-B issued July 15, 2010)

4/1/2011

SPP and Entergy to file monthly progress report (on first business day of each month) detailing the
progress made toward the successful negotiation and completion of the desired seams agreement (Order
No. 15 issued August 18, 2009 in 08-136-U; Order No. 1 issued on February 11, 2010 in 10-011-U).

4/1/2011

SPP to file a monthly report detailing the discussions or meetings between SPP and EAI regarding the
option of EAI as a stand-alone Operating Company becoming a member of SPP (Order No. 11 issued
April 21, 2010)

4/1/2011

SPP to file a detailed monthly status report reflecting the progress of the addendum Arkansas-only study
including any outstanding SPP or CRA data requests submitted to Entergy/EAI for which Entergy/EAI
have either failed to submit timely responses or have submitted responses that are either incomplete,
inaccurate or non-responsive or have refused to provide the requested response or data (Order No. 11
issued April 21, 2010)

4/1/2011

Staff and Intervenor Direct Testimony due by 3 PM (March 9, 2011 Order Adopting Procedural Schedule)

4/4/2011

Comments due in response to topics raised at January 31, 2011 Technical Conference on Smart Grid
Interoperability Standards (February 16, 2011 Supplemental Notice Requesting Comments; March 2,
2011 Notice of Extension of Time)

4/8/2011

11-PWTE-600-MIS
FERC
RM11-2

State of Missouri

ARC/ISO/RTO Demand Response Aggregation Draft Rule Workshop to be held from 10 AM to 3:30 PM

4/11/2011

EW-2010-0187

4/8/2011 12:43:26 PM
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Regulatory Outlook

FERC

Deficiency Letter response due (March 14, 2011 Deficiency Letter)

4/13/2011

Deficiency Letter response due (March 14, 2011 Deficiency Letter)

4/13/2011

Prairie Wind Rebuttal to Staff and Intervenor Testimony due by 3 PM (March 9, 2011 Order Adopting
Procedural Schedule)

4/18/2011

Staff and Intervenor Direct Testimony due by 3 PM (March 23, 2011 Order Adopting Procedural
Schedule)

4/18/2011

Prairie Wind, Staff, and Intervenor Response to Public Hearing Comments due by 3 PM (March 9, 2011
Order Adopting Procedural Schedule)

4/20/2011

Post-Technical Conference comments due regarding issues discussed at the March 15, 2011 Technical
Conference (March 18, 2011 Supplemental Notice Requesting Comments)

4/21/2011

Reply Comments due in response to topics raised at January 31, 2011 Technical Conference on Smart
Grid Interoperability Standards (February 16, 2011 Supplemental Notice Requesting Comments; March
2, 2011 Notice of Extension of Time)

4/22/2011

4/25/2011

RM11-9

Comments due in response to NOI seeking comment that would assist the Commission in providing
guidance as to the circumstances under which locational exchanges of electric power should be
permitted generically and circumstances under which the Commission should consider locational
exchanges on a case-by-case basis (February 17, 2011 Notice of Inquiry)

FERC

Effective date of Order No. 745 (Final Rule issued March 15, 2011)

4/25/2011

ER10-1697
FERC
ER11-2677
State of Kansas
11-PWTE-600-MIS
State of Kansas
11-ITCE-644-MIS
State of Kansas
11-PWTE-600-MIS
FERC
AD11-11
FERC
RM11-2

FERC

RM10-17

4/8/2011 12:43:26 PM
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FERC

SPP's response to deficiency letter is due (February 25, 2011 Deficiency Letter)

4/26/2011

Prairie Wind Rebuttal to Staff and Intervenor Response to Public Hearing Comments; and Prairie Wind
Response to Written Comments due by 3 PM (March 9, 2011 Order Adopting Procedural Schedule)

4/27/2011

Intervenor Direct Testimony and/or Statement of Position due (SOAH Order No. 3 Adopting Procedural
Schedule issued February 22, 2011)

4/29/2011

FERC Form 582 due

4/30/2011

ER11-2428
State of Kansas
11-PWTE-600-MIS
State of Texas
39070
FERC
10-1178
State of Arkansas
10-011-U

State of Arkansas
10-011-U

State of Arkansas
10-011-U

FERC
RM11-7

4/8/2011 12:43:27 PM

SPP and Entergy to file monthly progress report (on first business day of each month) detailing the
progress made toward the successful negotiation and completion of the desired seams agreement (Order
No. 15 issued August 18, 2009 in 08-136-U; Order No. 1 issued on February 11, 2010 in 10-011-U).

5/1/2011

SPP to file a monthly report detailing the discussions or meetings between SPP and EAI regarding the
option of EAI as a stand-alone Operating Company becoming a member of SPP (Order No. 11 issued
April 21, 2010)

5/1/2011

SPP to file a detailed monthly status report reflecting the progress of the addendum Arkansas-only study
including any outstanding SPP or CRA data requests submitted to Entergy/EAI for which Entergy/EAI
have either failed to submit timely responses or have submitted responses that are either incomplete,
inaccurate or non-responsive or have refused to provide the requested response or data (Order No. 11
issued April 21, 2010)

5/1/2011

Comments due in response to Notice of Proposed Rulemaking, in which FERC proposes to revise its
regulations to remedy undue discrimination in the procurement of frequency regulation service in the
organized wholesale electricity markets (NOPR issued February 17, 2011)

5/2/2011
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FERC
AD10-11

State of Kansas
11-ITCE-644-MIS
State of Kansas
11-ITCE-644-MIS
FERC
ER10-941
FERC
OA08-104
State of Kansas
11-PWTE-600-MIS
FERC

Comments due in response to Notice of Proposed Rulemaking, in which FERC proposes to revise its
regulations to remedy undue discrimination in the procurement of frequency regulation service in the
organized wholesale electricity markets (NOPR issued February 17, 2011)

5/2/2011

ITC Rebuttal to Staff and Intervenor Testimony due by 3 PM (March 23, 2011 Order Adopting Procedural
Schedule)

5/2/2011

ITC response to Public Hearing Comments due by 3 PM (March 23, 2011 Order Adopting Procedural
Schedule)

5/2/2011

SPP's compliance filing due to revise the Entergy-SPP Comprehensive Seams Agreement (March 31,
2011 Order on Rehearing and Compliance)

5/2/2011

SPP's compliance filing due to comply with Order No. 890-A (March 31, 2011 Order on Compliance
Filing)

5/2/2011

List of disputed issues due by 3 PM; Prehearing Motions and Discovery Cut-off (March 9, 2011 Order
Adopting Procedural Schedule)

5/3/2011

SPP authorization to issue $30 million in unsecured promissory notes expires (May 6, 2009 Order)

5/6/2011

SPP authorization to issue $30 million in unsecured promissory notes expires (May 6, 2009 Order)

5/6/2011

Pre-hearing Conference begins at 10:30 AM (March 9, 2011 Order Adopting Procedural Schedule)

5/6/2011

Comments due on report entitled "Use of Frequency Response Metrics to Assess the Planning and
Operating Requirements for Reliable Integration of Variable Renewable Generation" by the Lawrence
Berkeley National Laboratory (February 18, 2011 Notice of Extension of Time; January 20, 2011 Notice

5/6/2011

ES09-25
State of Arkansas
09-037-U
State of Kansas
11-PWTE-600-MIS
FERC
AD11-8

4/8/2011 12:43:27 PM
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Inviting Comments on Report)
State of Texas
39070
State of Kansas
11-ITCE-644-MIS
State of Arkansas
10-011-U

State of Texas

Objections to Intervenor Direct Testimony due (SOAH Order No. 3 Adopting Procedural Schedule issued
February 22, 2011)

5/6/2011

Staff and Intervenor response to Public Hearing Comments due by 3 PM (March 23, 2011 Order Adopting
Procedural Schedule)

5/9/2011

EAI to file by Noon its initial assessment and recommendations regarding each of the viable strategic
reorganization options studied by EAI (Order No. 29 issued January 3, 2011; Order No. 27 issued
December 3, 2010; Order No. 20 issued August 31, 2010)

5/12/2011

Staff Direct Testimony due (SOAH Order No. 3 Adopting Procedural Schedule issued February 22, 2011)

5/12/2011

Replies to objections to Intervenor Direct Testimony due (SOAH Order No. 3 Adopting Procedural
Schedule issued February 22, 2011)

5/13/2011

Evidentiary Hearing begins at 9 AM (March 9, 2011 Order Adopting Procedural Schedule)

5/16/2011

Parties to submit a status report regarding negotiations (March 21, 2011 Order Directing Parties to
Submit a Status Report)

5/16/2011

ITC Rebuttal to Staff and Intervenor Response to Public Hearing Comments due by 3 PM (March 23,
2011 Order Adopting Procedural Schedule)

5/16/2011

List of disputed issues due by 3 PM; Prehearing Motions and Discovery Cut-off (March 23, 2011 Order
Adopting Procedural Schedule)

5/18/2011

39070
State of Texas
39070
State of Kansas
11-PWTE-600-MIS
State of Missouri
EO-2011-0128
State of Kansas
11-ITCE-644-MIS
State of Kansas
11-ITCE-644-MIS

4/8/2011 12:43:27 PM
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State of Texas
39070
State of Kansas

Objections to Staff Direct Testimony due (SOAH Order No. 3 Adopting Procedural Schedule issued
February 22, 2011)

5/18/2011

Pre-hearing conference begins at 10:30 AM (March 23, 2011 Order Adopting Procedural Schedule)

5/20/2011

Effective date of Order No. 748 (Final Rule issued March 17, 2011)

5/23/2011

Effective date of Order No. 747 (Final Rule issued March 17, 2011)

5/23/2011

Effective date of Order No. 749 (Final Rule issued March 17, 2011)

5/23/2011

Comments due regarding whether, and if so, how, the Commission should revise its approach for
examining horizontal market power concerns in transactions under § 203 of the Federal Power Act to
reflect the Horizontal Merger Guidelines issued by the Department of Justice and Federal Trade
Commission on August 19, 2010 (2010 Guidelines), and what impact the 2010 Guidelines should have, if
any, on the Commission’s analysis of horizontal market power in its electric market-based rate program
(Notice of Inquiry issued March 17, 2011)

5/23/2011

Applicant Rebuttal Testimony due; Intervenor Cross-Rebuttal Testimony (limited to other Intervenors'
Direct Testimony) due (SOAH Order No. 3 Adopting Procedural Schedule issued February 22, 2011)

5/23/2011

Effective date of Order No. 746 (Final Rule issued on March 17, 2011)

5/24/2011

Replies to objections to Staff Direct Testimony due (SOAH Order No. 3 Adopting Procedural Schedule
issued February 22, 2011)

5/25/2011

11-ITCE-644-MIS
FERC
RM10-15
FERC
RM10-10
FERC
RM10-16
FERC
RM11-14

State of Texas
39070

FERC
RM09-19
State of Texas
39070

4/8/2011 12:43:27 PM
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State of Kansas

Evidentiary Hearing begins at 8 AM (March 23, 2011 Order Adopting Procedural Schedule)

5/26/2011

Objections to Applicant Rebuttal and Intervenor Cross-Rebuttal Testimony due (SOAH Order No. 3
Adopting Procedural Schedule issued February 22, 2011)

5/30/2011

Prairie Wind Initial Post-hearing Brief due by 3 PM (March 9, 2011 Order Adopting Procedural Schedule)

5/31/2011

11-ITCE-644-MIS
State of Texas
39070
State of Kansas
11-PWTE-600-MIS
State of New Mexico
07-00390-UT

FERC

Southwestern Public Service Company to file its Annual Report on or before June 1 in relation to
participation in the SPP RTO (September 17, 2009 Uncontested Stipulation; February 2, 2010 Final
Order Approving Certification of Stipulation)

6/1/2011

SPP's Annual State of the Market Report due at FERC

6/1/2011

Lea County Electric Cooperative, Inc. to file its Annual Report on or before June 1 in relation to
participation in the SPP RTO (October 1, 2010 Uncontested Stipulation; December 16, 2010 Final Order
Adopting Certification of Stipulation)

6/1/2011

SPP and Entergy to file monthly progress report (on first business day of each month) detailing the
progress made toward the successful negotiation and completion of the desired seams agreement (Order
No. 15 issued August 18, 2009 in 08-136-U; Order No. 1 issued on February 11, 2010 in 10-011-U).

6/1/2011

SPP to file a monthly report detailing the discussions or meetings between SPP and EAI regarding the
option of EAI as a stand-alone Operating Company becoming a member of SPP (Order No. 11 issued
April 21, 2010)

6/1/2011

SPP to file a detailed monthly status report reflecting the progress of the addendum Arkansas-only study
including any outstanding SPP or CRA data requests submitted to Entergy/EAI for which Entergy/EAI
have either failed to submit timely responses or have submitted responses that are either incomplete,

6/1/2011

10-1272
State of New Mexico
10-00143-UT

State of Arkansas
10-011-U

State of Arkansas
10-011-U

State of Arkansas
10-011-U

4/8/2011 12:43:27 PM
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Regulatory Outlook
inaccurate or non-responsive or have refused to provide the requested response or data (Order No. 11
issued April 21, 2010)
State of Texas
39070
State of Kansas
11-PWTE-600-MIS
State of Kansas

Hearing on the Merits; Responses to objections to Rebuttal and Cross-Rebuttal Testimony to be
presented live at hearing (SOAH Order No. 3 Adopting Procedural Schedule issued February 22, 2011)

6/2/2011

Staff and Intervenor Responsive Post-hearing briefs due by 3 PM (March 9, 2011 Order Adopting
Procedural Schedule)

6/7/2011

ITC Initial Post-hearing Brief due by 3 PM (March 23, 2011 Order Adopting Procedural Schedule)

6/9/2011

11-ITCE-644-MIS
State of Kansas

Prairie Wind Reply Brief due by 3 PM (March 9, 2011 Order Adopting Procedural Schedule)

6/14/2011

Staff and Intervenor Responsive Post-hearing briefs due by 3 PM (March 23, 2011 Order Adopting
Procedural Schedule)

6/17/2011

Initial Briefs due, to include any Proposed Findings of Fact and Conclusions of Law (SOAH Order No. 3
Adopting Procedural Schedule issued February 22, 2011)

6/17/2011

ITC Reply Brief due by 3 PM (March 23, 2011 Order Adopting Procedural Schedule)

6/24/2011

Reply Briefs due (SOAH Order No. 3 Adopting Procedural Schedule issued February 22, 2011)

6/24/2011

Evidentiary hearing begins at 9:30 AM for consideration of the proposed revisions to the Rules of Practice
and Procedure, the Secretary's Guidelines, and Minimum Filing Requirements (Order No. 7 issued April
1, 2010; Order No. 12 issued January 14, 2011; Order No. 13 issued March 21, 2011)

6/28/2011

11-PWTE-600-MIS
State of Kansas
11-ITCE-644-MIS
State of Texas
39070
State of Kansas
11-ITCE-644-MIS
State of Texas
39070
State of Arkansas
08-135-R

4/8/2011 12:43:27 PM
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Regulatory Outlook

FERC
RM10-13
State of Arkansas
10-011-U

State of Arkansas
10-011-U

State of Arkansas
10-011-U

State of Arkansas
10-011-U

FERC
RM10-17

FERC

Order No. 741 Compliance Filing Due (Final Rule in Credit Reforms in Organized Wholesale Electric
Markets issued October 21, 2010)

6/30/2011

SPP and Entergy to file monthly progress report (on first business day of each month) detailing the
progress made toward the successful negotiation and completion of the desired seams agreement (Order
No. 15 issued August 18, 2009 in 08-136-U; Order No. 1 issued on February 11, 2010 in 10-011-U).

7/1/2011

SPP to file a monthly report detailing the discussions or meetings between SPP and EAI regarding the
option of EAI as a stand-alone Operating Company becoming a member of SPP (Order No. 11 issued
April 21, 2010)

7/1/2011

SPP to file a detailed monthly status report reflecting the progress of the addendum Arkansas-only study
including any outstanding SPP or CRA data requests submitted to Entergy/EAI for which Entergy/EAI
have either failed to submit timely responses or have submitted responses that are either incomplete,
inaccurate or non-responsive or have refused to provide the requested response or data (Order No. 11
issued April 21, 2010)

7/1/2011

Staff and Intervenors to file by Noon Supplemental Initial Testimony in response to the various documents
filed by EAI on May 12, 2011, and offer recommendations on the five strategic reorganization options
(Order No. 29 issued January 3, 2011; Order No. 27 issued December 3, 2010; Order No. 20 issued
August 31, 2010)

7/12/2011

Tariff revisions required to implement compensation approach are due pursuant to Final Rule, Demand
Response Compensation in Organized Wholesale Energy Markets. The filing should include the data,
analytical methods and the actual supply curves used to determine the monthly threshold prices for the
last 12 months to show how the RTO or ISO would calculate the curves. (Order No. 745 issued March
15, 2011)

7/22/2011

Informational report due regarding interconnection queue (July 31, 2009 Order)

7/31/2011

ER09-1254

4/8/2011 12:43:27 PM
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Regulatory Outlook

State of Arkansas
10-011-U

State of Arkansas
10-011-U

State of Arkansas
10-011-U

FERC

EAI to file by Noon Supplemental Rebuttal Testimony in response to the July 12, 2011 Staff and
Intervenor Supplemental Initial Testimony (Order No. 29 issued January 3, 2011; Order No. 27 issued
December 3, 2010; Order No. 20 issued August 31, 2010)

8/4/2011

Staff and Intervenors to file by Noon Surrebuttal Testimony in response to EAI's August 4, 2011
Supplemental Rebuttal Testimony (Order No. 29 issued January 3, 2011; Order No. 27 issued December
3, 2010; Order No. 20 issued August 31, 2010)

8/18/2011

EAI to file Sur-surrebuttal Testimony in response to the Staff and Intervenor Surrebuttal Testimony due on
August 18, 2011 (Order No. 29 issued January 3, 2011; Order No. 27 issued December 3, 2010; Order
No. 20 issued August 31, 2010)

8/25/2011

SPP Demand Response Status Report Due

9/1/2011

Evidentiary Hearing begins at 9:30 AM in APSC Hearing Room No. 1 to consider all issues raised by the
parties (Order No. 29 issued January 3, 2011; Order No. 27 issued December 3, 2010; Order No. 20
issued August 31, 2010)

9/7/2011

KCP&L Greater Missouri Operations Company to file a pleading accompanied by a study ("Interim
Report") comparing the costs and estimated benefits of participation in the SPP during a recent
twelve-month test period (January 27, 2009 Stipulation and Agreement approved by MoPSC on February
4, 2009)

9/30/2011

Compliance filing due to comply with requirement related to ability to offset market obligations (Order
741-A issued February 17, 2011)

9/30/2011

ER06-451
State of Arkansas
10-011-U

State of Missouri
EO-2009-0179

FERC
RM10-13

4/8/2011 12:43:27 PM
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John Meyer– SPP RE Trustee Chairman
SPP Regional Entity Report
SPP Board of Directors Meeting
April 26, 2011
SPP.org
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O e e
Overview
•

2012 Preliminary Draft Business Plan and
Budget

•

Emerging Issues
– Bulk Electric System Definition
– Event Analysis

•

Most Frequently Violated Standards

•

Miti ti Plan
Mitigation
Pl Status
St t

•

RE Outreach Activities
2

2012 PROPOSED BUDGET
Proposed Budget‐ $11.4 Million

$251,457 $94,321 $435,187
$1,534,238

Reliability Standards
Compliance Enforcement and
Organization Registration

Reliability Assessments and
Performance Analysis
Training, Education,
Training
Education and
Operator Certification
$9,094,564

Situation Awareness and
Infrastructure Security
3

2012‐2011 Budget Comparison
C t Drivers
Cost
Di

• BES Definition & Exemption Process
–

Direct Staff (FTE) & Consultant Costs

• Compliance Investigations
–

Direct Staff (FTE)

• CIP Compliance
–

Direct Staff (FTE)

• Enforcement Caseload Reduction
–

Direct Staff (FTEs) & Consultant Costs
4

2012‐2011 Budget Comparison
Item

2011
2012
Increase /
Approved Proposed (Decrease)

SPP RE Direct FTEs
SPP Shared FTEs
Total FTEs
p
((millions))
Direct Expenses

25.92

30.25

4.33

3.75

3.25

(0.50)

29.67

33.50

3.83

$

5.9 $

6.9 $

1.0

SPP, Inc. Indirect Expenses (millions) $

3.9 $

4.5 $

0.6

Total Expenses (millions)

$

98 $
9.8

11 4 $
11.4

16
1.6

Total Funding Requirement (millions) $

9.3 $

10.2 $

0.9

RE Assessments
A
((millions)
illi )

9.1 $

10.1 $

1.0

$

5

2012 Proposed Budget
Enforcement Caseload Reduction

Chart Assumptions
Incoming Violations
Staff Violation Completions
Contractor Violation Completions
Backlog

12/31/2011
209
163
46
301

12/31/2012 12/31/2013
245
245
216
240
118
0
212
217

6

Bulk Electric System Definition
•

Revision underway by 2 NERC Drafting Teams

•

Team 1 [Definition]
–

Debate over expanding
p
g facilities included in BES


Possibly going below 100KV for specific assets
– Black‐start units and associated crankingg p
paths
– Generating Units used for capacity margin/operating reserves

•

Team 2 [Rules of Procedure changes]
–

•

Add exclusion process to exclude assets that meet
certain criteria

Complete drafting in 2011; implementation in 2012
7

Sharingg Lessons Learned
Event Analysis
•

Voluntary Program underway since October 2010

•

Objective:
–

S
Serve
as a LLearning
i IInitiative
iti ti

–

More rapidly disseminate information to the industry

–

Encompassing more than issues of compliance

•

2nd Phase of Field Trial to begin in 2Q 2011

•

Proposed to be incorporated into NERC Rules in
2012

•

SPP RE Entities have been willing participants
8

MOST VIOLATED STANDARDS
[BASED ON ROLLING 12 MONTHS THRU MARCH 31
31, 2010]
[REPRESENTS ~ 75% of REPORTED VIOLATIONS FOR PERIOD]
Standard

Description

#

NERC Top 20*

Risk Factor

CIP‐007*

Systems Security Management

38 [‐2]

1

Medium/Lower

CIP‐003*

Security Management Controls

19 [‐4]

6

Lower/Medium

PRC‐005 * Protection System Maintenance

18 [‐2]

2

High

CIP‐005 * Electronic Security Perimeters

16 [+2]

4

Medium/Lower

CIP‐004 *

15 [‐10]

3

Lower

Sabotage Reporting

14 [+9]

7

Medium

TOP‐002 * Normal Operations Planning

13 [‐1]

14

CIP‐002*

Critical Cyber
y
Asset Identification

12 [[‐3]]

8

CIP‐009*

Recovery Plans for Critical Assets

10 [‐5]

10

Medium/Lower

CIP‐006* Physical Security of Critical Assets

8 [+1]

5

Medium/Lower

FAC‐001* Facilities Connection Requirements
q

7 [[‐9]]

20

Medium

FAC‐009* Establish and Communicate Facility Ratings

7 [+0]

13

CIP‐001

Personnel & Training

Medium
High/Lower
g

Medium
9

Mitigation Plans
Status
Violation Risk Factor
April 19, 2011

70.4%
147

160
140

113

120
100
80

16.7%

60

44
28

40
20

10

3

54

12.9%
12
9%
33
15

0

0

Not Submitted
g
High

2

0

Accepted, Not Complete
Medium

Lower

Complete

g
No VRF Assigned
10

RE Outreach Activities
•

Workshops
–

–

Spring 2011 Compliance Workshop [Completed]


March 28‐29 Tulsa, Oklahoma



– ~ 165 Attendance
New Format‐
Format Added Pre
Pre‐Workshop
Workshop Activities

CIP Workshop


–

Fall 2011 Compliance Workshop
•

•

May 11‐12 Dallas, Texas
October 4‐5 Little Rock, Arkansas

Webinars
–

April – EFT Server Characteristics and Use

–

May – Evidence Submittal (Why, What, When, & How)

–

TBD ‐ Revised Standards Effective 10‐1‐11

11

Quest o s
Questions

12

Memorandum
To:

Strategic Planning Committee

From:

SPC Task Force

Date:

March 22, 2011

Re:

Response to RSC Motions

The Strategic Planning Committee (“SPC”) Task Force working in conjunction with the SPP staff (“Staff”)
offers the following recommended policy decisions for consideration in response to the Regional State
Committee (“RSC”) motions. The information is arranged by topic ( i.e., 1. Design Best Practices and
Performance Criteria; 2. Tracking/Estimates; 3. Estimates Outside a Bandwidth; and, 4. Assignments and
Novations) rather than by RSC Motion.
1. Design Best Practices and Performance Criteria
1.1. Should SPP establish mandatory design best practices for regionally funded projects?
1.1.1. SPC recommends any consideration for design best practices be applied to all projects
regardless of funding mechanism.
1.1.2. SPC recommends that design best practices be used to establish the framework by which
new proposed projects will be estimated at the study stage.
1.1.3. SPC recommends the Transmission Owners achieve consensus on the development of
region‐wide design best practices to be consolidated within a document managed by
SPP. The existing ad‐hoc group of transmission owners should continue their informal
dialogue to establish design best practices and performance criteria focused on providing
consistently developed estimates at the “study” stage. The group should provide a status
report in 3rd Quarter 2011 and finalize their work product by 4th Quarter 2011. The
establishment of such design best practices and performance criteria should address
policy decisions such as:
1.1.3.1. Design best practices to be used to establish similar design objectives no matter
who builds it.
1.1.3.2. Objective to get estimates that do not change outside a bandwidth over the
design and construction phases of a project.
1.1.3.3. Performance criteria needed to concisely describe the intended scope of a
project.
1.1.3.4. Scope details needed by a Transmission Owner to provide a level of estimate that
has the appropriate bandwidth.
1.1.4. SPC recommends adopting a set of performance criteria. The performance criteria may
include:
1.1.4.1. Normal and emergency conductor or equipment ampacity for a given project
voltage
1.1.4.2. Normal and emergency terminal equipment ampacities

1.1.4.3. Locally relevant wind/ice loadings
1.1.4.4. Appropriate interrupting fault current levels
1.1.4.5. Substation bus configurations
1.1.5. SPC recommends that performance criteria be utilized to evaluate project variances
following the issuance of NTC’s and in subsequent phases.
1.1.6. SPC recommends projects that are designed within design best practices be deemed to
be designed within good utility practice.
1.2. How often should design best practices be reviewed and updated?
1.2.1. SPC recommends these design best practices be reviewed at least every two years by a
stakeholder working group assigned by the MOPC.
1.3. Who should be responsible for enforcing design best practices and performance criteria?
1.3.1. SPC recommends the Notification to Construct (“NTC”) direct building the project in
conformance with the design best practices and performance criteria.
1.3.2. SPC recommends the formation of a permanent working group under the MOPC, the
Project Cost Working Group (“PCWG”). SPC recommends that after an NTC is issued the
PCWG be responsible for reviewing conformance with the design best practices and
performance criteria for projects outside the bandwidth and reporting deviations to the
MOPC, RSC, and BOD.
2. Tracking/Estimates
2.1. Should SPP implement standardized cost estimating methodologies for projects?
2.1.1. SPC recommends Transmission Owners develop consistent cost estimating principles
relative to design best practices.
2.1.2. SPC recommends the development or selection, and implementation of a Standardized
Cost Estimating Reporting Template (SCERT) to be utilized for reporting cost estimates to
SPP.
2.1.3. SPC recommends that consideration be given to the amount of project cost variance
within which a project will remain cost effective.
2.2. How should costs associated with providing cost estimates on projects prior to issuance of an
NTC be recovered by a TO?
2.2.1. SPC recommends this issue be further discussed through the stakeholder process.
2.3. What level of accuracy is expected for cost estimates for projects?
2.3.1. The Project Cost Task Force (PCTF) of the MOPC should define what needs to be included
at each level of estimate (i.e., everything that the TO needs to provide to SPP and
everything that SPP is to provide to each TO in order to develop consistent estimates).
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2.3.2. SPC recommends a five‐tiered approach to cost estimating that utilizes progressively
more precise cost estimates throughout the planning and construction cycles. Estimates
should have the following levels of accuracy relative to the variance from final project
costs. The Project Cost Task Force should decide if the following bandwidth percentages,
(also shown in the diagram below) are appropriate.
2.3.2.1. Conceptual: ‐50% to +100%
2.3.2.2. Study: ‐30% to +50%
2.3.2.3. NTC Project Estimate: ‐20% to +20%
2.3.2.4. Design: ‐20% to +20%
2.3.2.5. Construction: ‐10% to +15%

2.4. What review process should be incorporated into each cost estimate level identified above?
2.4.1. SPC recommends a cost estimating reporting tool (could be SCERT) be used in reporting
all cost estimates provided to SPP.
2.4.2. SPC recommends study, NPE, design, and construction phase cost estimates be reviewed
by Staff for adherence to design best practices and performance criteria as established by
Transmission Owners. Staff will address any deviations from design best practices and
performance criteria with the Transmission Owner submitting the cost estimate and if
outside the established bandwidths during the process, the PCWG will review as noted
below in Section 3(Estimates Outside a Bandwidth).
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2.5. Should SPP’s roles and responsibilities be increased in the project tracking process?
2.5.1. SPC recommends that SPP’s project tracking process be enhanced to require all projects
with an approved NTC Project Estimate (“NPE”) or latest Estimate at Completion (“EAC”)
in excess of $20 Million be reported monthly; all other projects will be required to be
updated quarterly.
2.5.2. SPC recommends the submittal of cost estimate data in a consistent format using the
SCERT.
2.5.3. SPC recommends SPP submit a monthly report of all project variances outside an
established project variance bandwidth (see 3.1.1. below) to the PCWG.
2.6. Should Designated Transmission Owners (“DTOs”) be required to submit additional cost
tracking information to SPP and utilize consistent methodologies for managing the design and
construction costs of approved transmission projects?
2.6.1. SPC recommends the information being submitted for use in cost tracking of projects
include:
2.6.1.1. Actual expenditures (spent to date)
2.6.1.2. Estimate at Completion
2.6.1.3. Projected in‐service date
2.6.1.4. Indirect costs and financing costs
2.6.2. SPC recommends all DTOs use the SCERT in reporting the estimated and actual costs of
each project.
3. Estimates Outside a Bandwidth
3.1. What is the allowable approved project cost deviation before a project should be reviewed?
3.1.1. SPC recommends DTOs provide a report to Staff and the PCWG detailing the cost
variances on any project that deviates or is expected to deviate +/‐10% from its NPE.
3.1.2. SPC recommends any project cost that deviates or is expected to deviate +/‐ 20% from its
NPE be acted on by the PCWG based on 3.2.1 below with a report and recommended
actions to be submitted to the MOPC, RSC, and BOD.
3.2. What options should be available to deal with projects whose cost estimate changes outside of
the bandwidth approved in 3.1.2 above?
3.2.1. SPC recommends the PCWG provide recommendations to the MOPC,RSC, and BOD that
may include any of the following:
3.2.1.1. Accept the cost deviation as reasonable and acceptable and reset the baseline
used to evaluate future cost deviations.
3.2.1.2. Identify all or a portion of costs related to the variance and recommend changes
to the NTC that would reduce the cost or avoid issues that may be causing the
increase.
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3.2.1.3.

Suspend all future expenditures on the project while SPP restudies the project to
determine appropriate changes to the NTC or possible withdrawal of the NTC.

If the PCWG recommends a restudy and/or changes or revocation of the NTC, the
recommendation to the MOPC would then follow SPP’s existing processes for approval to
the BOD. The BOD will make the final determination as to whether to restudy and/or
change or revoke the NTC.
3.2.2. SPC recommends:
3.2.2.1. Assessing whether design best practices and/or performance criteria are being
followed are components of judging whether project cost variances are
reasonable and appropriate.
3.2.2.2. Consideration be given to excluding from regional funding project costs that are a
result of the TO not adhering to performance criteria, and thereby included in the
local pricing zone. Any such consideration should be referred to the MOPC, RSC
and Board.
3.3. Should certain criteria be met in order for an approved project to be restudied if recommended
by the PCWG in 3.2.1.3?
3.3.1. SPC does not recommend specific criteria be developed at this time. SPC recommends
the BOD assess whether a restudy is warranted on a case‐by‐case basis while considering
the time and cost for Staff to perform the restudy. Accordingly, no automatic triggers for
restudy are necessary.
4. Assignment and Novations
4.1. Should increased transparency apply to both the novation and assignment process?
4.1.1. SPC recommends yes.
4.2. What increased role should be assumed by SPP in the novation and assignment process?
4.2.1. SPC recommends that SPP facilitate increased transparency for both the novation and
assignment processes.
4.3. What is the distinction between an “assignment’ and a “novation”?
4.3.1. An “assignment” is the transfer of a DTO’s legal right to build a project pursuant to an
NTC issued by SPP. Although the DTO has transferred its legal right to build a project
pursuant to an assignment, the original DTO is still under a legal obligation to ensure that
the project is built.
4.3.2. A “novation” is the release of the original DTO’s obligation to ensure that a project is
built. After the DTO’s Assignment of the right to build and the approval and execution of
a novation, the new TO will have both the right and obligation to build the project. If the
party receiving both an assignment and a novation fails to complete the project, the
original DTO is not obligated to complete the project.

z Page 5

4.4. Should the definition of assignment and novation be part of the SPP Tariff?
4.4.1. SPC recommends yes, but the definitions noted above in section 4.3 are not intended to
be “tariff” language; they are intended as guidance related to the development of the
SPC position. Further specific definitions should be developed by the RTWG.
4.5. Should the Board approve Assignments?
4.5.1. SPC recommends yes, the Board should be required to approve Assignments, such
approval conditioned only on the four specific criteria already identified in the SPP Tariff.
Those criteria are:
4.5.1.1. The Entity’s having obtained all state regulatory authority necessary to construct,
own and operate transmission facilities within the state(s) where the project is
located;
4.5.1.2. The Entity’s meeting the creditworthiness requirements of the Transmission
Provider;
4.5.1.3. The Entity’s having signed, or capability and willingness to sign, the SPP
Membership Agreement as a Transmission Owner upon the selection of its
proposal to construct and own the project; and,
4.5.1.4. The Entity’s meeting such other technical, financial and managerial qualifications
as are specified in the Transmission Provider’s business practices.
4.5.2. SPC recommends approval of Assignments for all designated entities including
Assignments between affiliates (subject to the same criteria noted above in 4.5.1). The
review required for existing TOs or affiliates would be defined in a business practice.
4.6. For transparency purposes, what other information should SPP provide to stakeholders
regarding assignments?
4.6.1. SPC recommends that SPP provide information regarding proposed assignments and
supporting analysis to the RSC, MOPC, and Members Committee for review to increase
transparency. This information will include:
4.6.1.1. The identification of the project proposed to be assigned
4.6.1.2. The identification of the Transmission Owner making the assignment
4.6.1.3. The identification of the entity receiving the assignment
4.6.1.4. The identification and status of pertinent matters before FERC or state
commissions related to the project including the assignment (this shall include the
status of any certification proceeding, approvals, etc.)
4.6.1.5. A comparison of the DTO and proposed recipient of Assignment relating to each
(assuming that party constructs the project) as applicable:
4.6.1.5.1. Actual or Projected debt/equity ratios
4.6.1.5.2. Actual or Projected cost of capital
4.6.1.5.3. Actual or Projected return on equity or applicable measure
4.6.1.5.4. Actual or Proposed type and amount of construction financing costs, i.e.
Interest rate, AFUDC or CWIP
4.6.1.5.5. S&P and Moody’s credit ratings
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SPC Update: Policy
discussions on RSC
Motions

SPP Board and Members
Committee
April 26, 2011

Regional State Committee Motions
• MOTION 1: RSC recommends that SPP review what is the best
manner to address significant cost increases and/or overruns of
transmission projects that are regionally funded.
funded
• MOTION 2: RSC recommends that SPP review the Novation Process
and report to the RSC by April 2011.
• MOTION 3: RSC recommends that SPP consider establishing design
and construction standards for transmission projects at 200 kV and
above that are regionally funded.
• MOTION 4: SPP evaluate how cost estimates are established for
transmission projects before Cost Benefit Analyses are performed.
• MOTION 5: CAWG to study various methods on how costs that
exceed some standard can be addressed with different cost
allocation mechanisms and recommend strategies to RSC.
2

1

Recommendations by Topic
•

Design Best Practices and Performance Criteria

•

Tracking/Estimates
g/

•

Estimates Outside a Bandwidth

•

Assignments and Novations

3

Additional Work
•

Ad hoc TO group
–

•

Project Cost Taskk Force (PCTF)
(
)
–

•

•

Needs for consistent cost estimates

Project Cost Working Group (PCWG)
–

Cost estimate conformance tracking

–

Cost tracking and recommendations on deviations

Business Practices Working Group (BPWG)
–

•

Design best practices and performance criteria

Business practices for process to review Assignments

Regional Tariff Working Group (RTWG)
–

Appropriate tariff modifications

4

2

Design Best Practices and Performance Criteria
•

Intent is to concisely describe the intended scope of a
project

•

Focused on providing framework for consistently
developed estimates at the study stage
–

Ad‐hoc group of transmission owners


Report 3rd quarter, finalize by 4th quarter



Design Best Practices & Performance Criteria
– Conductor,
Conductor Structure,
Structure ROW,
ROW Reactive compensation

•

PCWG will review estimate conformance with best
practices and performance criteria
–

Provide reports deviations to MOPC, RSC and Board
5

Tracking/ Estimates
•

Based on consistent cost estimating principles
–

Relative to design best practices

•

Implement a Standardized Cost Estimating Reporting
Template (SCERT)

•

Studies should establish project cost variance within which
the project will remain cost effective

•

Project Cost Task Force (PCTF) to define what is needed
–

Information that the SPP is to provide the TO

–

Information that the TO is to provide the SPP

–

Define estimate accuracy for bands
6

3

Project Estimates
•

Conceptual Estimates ‐ screening studies
–

•

St d Estimates
Study
E ti t – studies
t di for
f approvall
–

•

Historical averages

Based on Design Best Practices and Performance Criteria

NPE Estimates – PROJECT TRACKING STARTS
–

SPP staff provide the scope using Performance Criteria

–

DTO provides estimate based on its own Criteria


•

Design Estimate
–

•

Define exceptions to Performance Criteria

Once route and design is finalized

Construction Estimate
–

7

Based on construction documents

Tracking/Estimates
• Five‐tiered approach
–
–
–
–
–

Conceptual
Study
NTC Project Estimate
Design
Construction

8
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Tracking/Estimates
•

•

Approved NTC Project Estimates (NPE)
–

NPE > $20M report monthly

–

Other projects report quarterly

–

Standard format ‐ SCERT

SPP to report monthly projects outside established
variance bandwidths
–

Information used in cost tracking


Actual expenditures



Estimate at completion



Project in‐service date



Indirect cost and financing costs
9

Estimates outside a Bandwidth
•

DTO reports to staff & PCWG variances deviating more
than ±10% of NPE

•

PCWG provides a report and recommendation to
MOPC, RSC and Board for deviations more than ±20%
of NPE
–

Reasonableness of variations


Assess whether design best practices and conformance criteria
are being followed



Moving funding from regional funding to local pricing zone
funding

10
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Estimates outside a Bandwidth
•

•

PCWG Recommendations could include
–

Accept cost increase as reasonable – reset baseline

–

Identify cause of increases and recommend changes to
reduce cost

–

Suspend all future expenditures


Possible restudy



Change NTC requirements



Withdraw NTC

Board makes final decision on Recommendation
–

BOD assess on a case‐by‐case basis

–

No automatic triggers for restudy is recommended
11

Assignment/Novations
•

Assignment will precede a Novation

•

Assignment

•

Board Approval using existing Tariff criteria
–

i) Entities that have obtained all state regulatory authority necessary
to construct, own and operate transmission facilities within the
state(s) where the project is located,

–

ii) Entities that meet the creditworthiness requirements of the
Transmission Provider,

–

iii) Entities that have signed or are capable and willing to sign the
SPP Membership Agreement as a Transmission Owner upon the
selection of its proposal to construct and own the project, and

–

iv) Entities that meet such other technical, financial and managerial
qualifications as are specified in the Transmission Provider’s business
12
practices.
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Assignment/Novations
•

All additional information (Section 4.6.1) is to increase
transparency and is provided for “informational
purposes only”

•

Business Practice to define process for review
–

Same information required for all

–

Could consider previous information and
determinations

13

Assignment/Novations
•

Novation

•

Board Approval is required
–

Since an Assignment precedes a Novation, all required
information will be available

–

Novation process should be included in the Tariff

14
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Next Steps
•

•

SPC Task Force considering feedback received
–

SPC

–

RSC

–

BOD

Future SPC Task Force meetings to scheduled and
posted

Ricky Bittle
VP ‐ Planning, Rates & Dispatching
Arkansas Electric Cooperative
Chairman – Strategic Planning Committee
rbittle@aecc.com

16
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4.6.1.5.6.
4.6.1.6.

4.6.1.7.
4.6.1.8.

Estimated Net Plant Carrying Charge (NPCC) or Annual Transmission
Revenue Requirement for the life of the project after it is placed in‐service
A comparative analysis as to whether assignment changes the ROE, weighted cost
of capital, and overall costs for the project, whether any performance guarantees
between the parties exists and whether any consideration between the parties is
included in the ATRR
Whether the Assigning Party will own, operate and maintain the line.
Detail on what process was used in selecting the potential DTO

4.7. What information should SPP provide to stakeholders regarding novations?
4.7.1. If not already provided, the information provided in 4.6.1 above, as well as the following
information:
4.7.1.1.
The identification and status of pertinent matters before FERC related to the
novation of the project(s)
4.8. Should the Board approve Novations?
4.8.1. SPC recommends yes, the Board should be required to approve Novations, such approval
conditioned on the information required in section 4.7 above.
4.9. What other tariff modifications should be made regarding Assignments and Novations?
4.9.1. SPC recommends that the RTWG incorporate Novation and Assignment approvals, as
described herein, into the SPP Tariff.
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Finance Committee
Report
April 26, 2011

Harry Skilton
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SPP Finance Committee Roster
Harry Skilton

Chair

Larryy Altenbaumer

Vice Chair

Trudy Harper

Tenaska

Gary Voigt

Arkansas Electric

Kelly Harrison

Westar

Sandra Bennett

AEP

3

Recent Activities
•

2010 financial audit report

•

2011 benefit p
plan status and fundingg

•

Process improvement efforts / cost efficiencies
initiative

•

Appropriate SPP rate structure

•

Order 741 – Credit requirements

4

2

SPP PENSION PLAN FUNDING

5

SPP Pension Plan Funding
•

Total Assets at 12/31/10

$23.5MM

•

Projected Benefit Obligation at 12/31/10 $23.9MM

•

2011 Funding Options
–

$0

–

$9.2MM, maximum allowed by IRS

–

$3.1MM, actuary suggested based on benefits accruing
in 2011
6
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SPP RATE STRUCTURE

7

SPP Rate Structure
Historical Guiding Principles
•

SPP services benefit entire SPP region
g

•

Member‐driven, consensus‐oriented stakeholder
process ensures services are desired by membership

•

Pay as you go

•

Ultimately load pays

8
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SPP Rate Structure
Changes ARE Coming
•

g
Marketplace
p
p
provides new suite of services
Integrated
–

With additional costs

–

And new types of participants

•

Traditional membership may prove costly for some
load‐serving entities

•

Benefits of SPP services may not line up with load

9

SPP Rate Structure
Finance Committee Efforts To Date
•

Reviewed rate structures of multi‐state RTOs

•

Examined simple unbundled rate structure model

•

Discussed alternative fees based on activity

•

Discussed additional impacts of any change

10
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SPP Rate Structure
Rate Options
•

g bundled rate
Current status – single

•

Fully unbundled – separate rates for each service

•

Hybrid – core bundled rate w/ limited service rate

11

ORDER 741 – CREDIT REFORMS

12
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Order 741 – Credit Reforms
•

Issued October 21, 2010

•

g
of risk and subsequent
q
Addresses the management
use of credit in organized wholesale electric markets

•

Compliance filings and tariff revisions by June 30, 2011

•

Netting provisions due by September 30, 2011.

13

Order 741 – Credit Reforms
SIGNIFICANT PROVISIONS
•

Shortened Settlement Timeframes:
–

Settlement and billing periods of no more than seven
days


SPP already complies for billing of EIS market services

–

Billing and settlement of SPP’s Integrated Marketplace
services will comply with the Order

–

FERC confirmed on April 21, 2011 SPP’s transmission
service billings are not within the scope of the Order.

14

7

Order 741 – Credit Reforms
SIGNIFICANT PROVISIONS
•

Use of Unsecured Credit
–

Unsecured credit limited to $50MM/corporate family


SPP limits unsecured credit to $25MM/corporate family

15

Order 741 – Credit Reforms
SIGNIFICANT PROVISIONS
•

No Unsecured Credit in Financial Transmission Rights
g
Markets
–

All transmission rights must be collateralized

–

No exemptions for load‐serving entities hedging
congestion risk or for public power entities

–

Collateral requirements may be lower for those engaged
in “low‐risk” activities

–

No direction given on valuation of FTRs

–

SPP’s Integrated Marketplace will comply with Order

16
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Order 741 – Credit Reforms
SIGNIFICANT PROVISIONS
•

g
Offset of Market Obligations
–

Addresses risk that bankruptcy court disallows RTO
netting processes and overrules FERC approved tariff;

–

Order required compliance filing includes one of four
options:


RTO as central counterparty



RTO perfected security interest in transactions (A/R)



Propose alternative equivalent to first two options



Establish credit requirements based on gross obligations
17

Order 741 – Credit Reforms
SIGNIFICANT PROVISIONS
•

Offset of Market Obligations
g
–

Compliance filing due September 30, 2011 to be
effective January 1, 2012

–

SPP’s Credit Practices Working Group recommended
implementation of gross obligations alternative until
such time as a more feasible alternative could be
d l
developed
d and
d implemented.
l
d

–

SPP developing compliance solution which correlates
with implementation of Integrated Marketplace
18
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Order 741 – Credit Reforms
SIGNIFICANT PROVISIONS
•

p
Minimum Criteria For Participation
–

Protects the market from risks posed by under‐
capitalized participants

–

Order did not specify required criteria; each RTO
developed through stakeholder processes

–

RTOs worked to develop
p consistent minimum
requirements for all regions

19

Order 741 – Credit Reforms
SIGNIFICANT PROVISIONS
–

–

Credit Practices Workingg Group
p approved
pp
criteria for
SPP region:


Annual attestation from participant describing risk
management capabilities, employees performing those
activities and their training and skills



Participant must demonstrate financial strength by having
either i) $1MM tangible net worth, ii) $10MM in assets, or iii)
credit
di rating
i off BBB‐
BBB or better
b

These criteria for participation do not replace credit
underwriting process

20
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Order 741 – Credit Reforms
SIGNIFICANT PROVISIONS
•

g
Material Adverse Change
–

Ensures RTO has clear authority to change risk
assessment and collateral requirements as situations
evolve

–

Provides clear indication of when a Material Adverse
Change clause may be invoked by the RTO

–

Clarifies the notification process

–

Minor changes to SPP tariff to comply with Order
21

Order 741 – Credit Reforms
SIGNIFICANT PROVISIONS
•

Cure Period
–

Shortens cure period to two days to satisfy collateral
calls

–

SPP cure period is currently three days

–

Credit Practices Working Group and MOPC approved
reduction in cure period to two days in all instances

22
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Southwest Power Pool
BOARD OF DIRECTORS/MEMBERS COMMITTEE MEETING
Doubletree Hotel, New Orleans, Louisiana
January 25, 2011
- Summary of Action Items 1. Approved Consent Agenda items:
a. Approve October 26, December 7 and December 17, 2010 minutes.
b. Markets and Operations Policy Committee Recommendations:
i. GWG – Update to SPP Criteria Section 2-1-5-3.g
ii. RTWG – TRR024 – GIA Appendices for Wind Resources
iii. RTWG – TRR025 – NOA Meter Interrogation Language
iv. RTWG – TRR035 – Formulaic Process for TO’s with Approved Formula Rates
v. RTWG – TRR037 – Attachment C Revisions
vi. MWG – FERC Filing on LIP Repricing
c.

Corporate Governance Committee Recommendation for SPP Group Rosters

2. Approved the Markets and Operations Policy Committee’s recommendation that the Board of
Directors accepts the 2010 ITP20 Report as the documentation of SPP Staff completing the 20 year
assessment of the ITP Planning process and to approve the Cost Effective Plan as the
recommended plan for ITP and future transmission planning.
3. Approved SPP Staff’s recommendation that the Board of Directors accept the 2010 SPP
Transmission Expansion Plan report (2010 STEP Report) as documentation of the SPP Staff
completing the SPP OATT process including the Attachment O Transmission planning process.
4. Approved SPP Staff’s recommendation to approve and direct the start of construction of the
proposed Network Upgrades and cancel the construction of those Network Upgrades displaced or
deferred based on the most current SPP RTO review. These modifications are recommended for
the project as listed in the 2010 STEP, Appendix ‘B’ report as modified to reflect AEP projects with
modified in-service dates.
5. Approved the Markets and Operations Policy Committee’s recommendation that subject to the
review of the Transmission Working Group, the SPP Board of Directors accept the Quanta Report
and SPP Staff’s recommendation that finds Prairie Wind is qualified to be a designated transmission
owner under Attachment O, Section VI.6 of the SPP Tariff.
6. Approved SPP Staff’s recommendation that the Board of Directors authorizes SPP Staff to negotiate
with vendors to develop work statements and contracts incorporating the work of MWG and MOPC
through April 2011 and release up to $1.5 million budgeted funds for this effort.
7. Approved the recommendation that the Board of Directors direct the MWG, through the MOPC, to
review the reports of the SPP Market Monitoring Unit and Boston Pacific and provide a report back to
the Board at its April meeting regarding any actions taken/recommended in response to these
reports.

8. Approved the Markets and Operations Policy Committee’s recommendation to approve the PRR 200
revision requests to make make-whole payments for the Out of Merit Energy Dispatch.
9. Approved the Markets and Operations Policy Committee’s recommendation to approve the
establishment of the Event Analysis Working Group and its charter.
10. Approved the Human Resources Committee’s recommendation regarding Performance
Compensation payout for 2010.
11. Approved the salary for the CEO for 2011.
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MINUTES NO. 138
Southwest Power Pool
BOARD OF DIRECTORS/MEMBERS COMMITTEE MEETING
Doubletree Hotel, New Orleans, Louisiana
January 25, 2011
Agenda Item 1 - Administrative Items
SPP Chair Mr. Jim Eckelberger called the meeting to order at 8:10 a.m. following the adjournment of the
Special Meeting of Members. The following Board of Directors/Members Committee members were in
attendance or represented by proxy:
Mr. Larry Altenbaumer, director
Ms. Phyllis Bernard, director
Mr. Julian Brix, director
Mr. Nick Brown, director
Mr. Mike Deggendorf, Kansas City Power and Light *
Mr. Kevin Easley, Grand River Dam Authority
Mr. Jim Eckelberger, director
Ms. Trudy Harper, Tenaska Power Services Company
Mr. Kelly Harrison, Westar Energy
Ms. Cindy Holman, Oklahoma Municipal Power Authority
Mr. Rob Janssen, Dogwood Energy
Mr. Jeff Knottek, City Utilities of Springfield
Mr. Brett Kruse, Calpine Energy Services
Mr. Les Evans, proxy for Mr. Steve Parr, Kansas Electric Power Cooperative **
Mr. Josh Martin, director
Mr. Mel Perkins, OG+E Electric Services
Mr. Pat Pope, Nebraska Public Power District
Mr. Gary Roulet, Western Farmers Electric Cooperative
Mr. Harry Skilton, director
Mr. Stuart Solomon, American Electric Power
Mr. Noman Williams, Sunflower Electric Power Corporation
Mr. Mike Wise, Golden Spread Electric
Mr. Eckelberger asked for a round of introductions. There were 110 persons in attendance either in person or
via phone representing 34 members (Attendance List - Attachment 1). Ms. Cheryl Robertson reported
proxies and a quorum was declared (Proxies - Attachment 2).
Mr. Eckelberger introduced and welcomed Martin Kirkwood, FERC; new Regional State Committee member,
Olan (Butch) Reeves, Arkansas Public Service Commission; and Gary Taylor, Entergy.
Agenda Item 2 – Board Reports
President’s Report
The President’s report was deferred to later in the agenda.
Regional State Committee Report
Jeff Cloud (Oklahoma Corporation Commission) presented the Regional State Committee (RSC) report. Mr.
Cloud stated that the RSC met on January 24 and discussed the following items:
•
•

SPP’s response to the RSC motions regarding regional transmission cost allocation processes
2010 STEP, ITP20 and ITP10

*Mr. Todd Fridley assumed the proxy for Mr. Mike Deggendorf for the Executive Session.
**Mr. Steve Parr was in attendance for the Executive Session.
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•
•
•

Rate Impact Task Force Report
Action Item: Approved a Request for Proposal to retain a seams consultant qualified in the area of
transmission cost allocation
Entergy RSC Report

Federal Energy Regulatory Commission Report
Mr. Patrick Clarey provided an update on recent FERC activities:
November
FERC issued its 2010 Report on Enforcement which focused on the areas of: (1) Transparency; (2)
Settlements; (3) Investigations; (4) Audits; and (5) Energy Market Oversight.
FERC issued a NOPR which proposes to reform the OATT and LGIAs to allow for a more efficient
integration of variable energy resources into the grid.
FERC issued a final rule which directs NERC to revise its definition of the term “bulk electric system”
to ensure that the definition encompasses all facilities necessary for operating an interconnected
electric transmission network.
December
FERC approved Midwest ISO’s cost allocation proposal which creates a new category of
transmission projects, called “multi value projects,” to recognize the regional benefits of qualifying
transmission projects for the purpose of cost allocation.
FERC issued a series of orders which clarified the way it will apply its incentive rate policy to projects
aggregated into a combined filing.
January
FERC received an update on RTO/ISO performance metrics from the CEOs of the ISO/RTOs.
FERC also issued for public comment a study examining frequency response of the bulk power
system.
Other Items
On Monday, January 31, FERC will hold a technical conference on Smart Grid Interoperability
Standards.
On February 8th, FERC will host a technical conference to discuss policy issues related to reliability
including priorities for addressing risks to reliability.
The ISO/RTO Council and the RSCs are sponsoring a meeting to discuss ISO/RTO performance
metrics in connection with the NARUC meeting on February 12.
Midwest ISO will hold their monthly stakeholder meeting and Board meeting on February 23 and 24
in New Orleans. The main topic for discussion will be Resources Adequacy.
Regional Entity Trustee Report
Mr. John Meyer presented the Regional Entity Trustee report (RE Report – Attachment 3). The report
included updates on:
•

2010 Violations Summaries

•

Administrative Citation Process

•

2010 Supplemental Stakeholder Survey Results Review

•

2010 RE Achievements and Metrics

•

2011 Compliance Workshops
4
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Oversight Committee Report
Mr. Josh Martin provided the Oversight Committee report. The Committee met on December 6 in Little
Rock. Ms. Stacy Dochoda provided the Committee an update on activities related to the Regional Entity.
Specifically, she noted an increased focus at FERC on process related to standards development and
enforcement administration. NERC has developed an expedited process for less severe violations.
The Committee heard activity reports from Internal Audit, Market Monitoring and Compliance.
• Internal Audit spent much of the last quarter focused on the SAS70 controls audit. The organization
achieved its first unqualified audit. The Committee had requested a process for regular review of the
construction process, particularly as it relates to payment of funds. This has been done and the
process started.
• The Market Monitoring Unit has updated the cost/benefit study associated with the new markets
initiative.
• The Compliance department continues its support of SPP members, as well as SPP’s compliance.
A new director of the group is expected to be in place very soon.
Lastly, the Committee heard from Boston Pacific with a draft of its review of the market design, as requested
by the Board. The Board has engaged Boston Pacific again in 2011.
The next Oversight Committee meeting will be April 4 in Washington, D.C.
Strategic Planning Committee Report
Mr. Ricky Bittle provided the Strategic Planning Committee report (SPC Report – Attachment 4). Mr. Bittle
stated that the SPC activities since the October Board of Directors meeting include the development of
whitepapers to address the RSC motions from the October 2010 meeting. The motions addressed are:
•
•
•
•

MOTION 1: RSC recommends that SPP review what is the best manner to address significant cost
increases and/or overruns of transmission projects that are regionally funded.
MOTION 2: RSC recommends that SPP review the Novation Process and report to the RSC by April
2011.
MOTION 3: RSC recommends that SPP consider establishing design and construction standards for
transmission projects at 200 kV and above that are regionally funded.
MOTION 4: SPP evaluate how cost estimates are established for transmission projects before Cost
Benefit Analyses are performed.

Ms. Lisa Barton (AEP) presented a project management and cost estimating overview process utilized by
AEP for transmission construction (AEP Presentation – Attachment 5). Mr. Mark Rossi reviewed ISO-New
England’s cost allocation and cost projection process (Accenture Report – Attachment 6).
The SPC formed the Project Cost Task Force to develop specific recommendations for all motions. The SPC
will meet further to finalize recommendations for the Board of Directors in April.
Agenda Item 3 – Consent Agenda
Mr. Eckelberger presented the following Consent Agenda items for approval (Consent Agenda – Attachment
7):
a. Approve October 26, December 7 and December 17, 2010 minutes.
b. Markets and Operations Policy Committee Recommendations:
i. GWG – Update to SPP Criteria Section 2-1-5-3.g
ii. RTWG – TRR024 – GIA Appendices for Wind Resources
iii. RTWG – TRR025 – NOA Meter Interrogation Language
iv. RTWG – TRR035 – Formulaic Process for TO’s with Approved Formula Rates
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v. RTWG – TRR037 – Attachment C Revisions
vi. MWG – FERC Filing on LIP Repricing
c. Corporate Governance Committee Recommendation for SPP Group Rosters
Mr. Eckelberger asked for requests to remove any items from the Consent Agenda or a motion to approve.
Mr. Julian Brix moved to approve the Consent Agenda items as presented and Mr. Harry Skilton
seconded the motion. The Members Committee voted in unanimous approval. The Board voted; the
motion passed.
Agenda Item 4 – Markets and Operations Policy Committee Report
Mr. Bill Dowling provided the Markets and Operations Policy Committee report. Mr. Dowling stated that
various presenters would report the following MOPC activities (MOPC Report and Recommendations –
Attachment 8).
IPT20 – Report and Cost-Effective Plan
Ms. Katherine Prewitt provided an overview of planning concepts (Integrated Transmission Planning (ITP),
Notification to Construct (NTC), and Authorization to Plan (ATP)) and analysis and results of ITP20. Mr. Les
Dillahunty provided information regarding rate impacts and unintended consequences. Ms. Prewitt then
reviewed the results and plan selection between the Cost Effective Plan and Robust Plan 1. The MOPC
2010 ITP20 report and plan recommendation was presented:
The Markets and Operations Policy Committee recommends the SPP Board of Directors
accepts the 2010 ITP20 Report as the documentation of SPP staff completing the 20 year
assessment of the ITP planning process and to approve the Cost Effective Plan as the
recommended plan for ITP20 and future transmission planning.
Following considerable discussion, Mr. Eckelberger asked for a straw vote from the Members Committee
choosing between the Cost Effective Plan or Robust Plan 1. The vote resulted in 7 supporting the Robust
Plan 1, 5 supporting the Cost Effective Plan and 3 abstaining. At that point, Mr. Eckelberger revised the
motion to read:
The Markets and Operations Policy Committee recommends the SPP Board of Directors
accepts the 2010 ITP20 Report as the documentation of SPP staff completing the 20 year
assessment of the ITP planning process and to approve the Robust Plan 1 as the
recommended plan for ITP20 and future transmission planning.
Mr. Harry Skilton moved to approve the amended motion and Mr. Josh Martin seconded the motion.
The Members Committee voted with 6 for, 6 against and 3 in abstention. The Board voted; the
motion failed.
Ms. Phyllis Bernard then moved to approve the original motion, which included the Cost Effective
Plan, seconded by Mr. Larry Altenbaumer. The Members Committee voted in favor with Ms. Trudy
Harper, Mr. Rob Janssen and Mr. Kelly Harrison in abstention. The Board voted; the motion passed.
2010 STEP
Ms. Katherine Prewitt provided an overview of the 2010 SPP Transmission Expansion Plan (STEP). Ms.
Prewitt made the following recommendation:
SPP Staff recommends the SPP Board of Directors accepts the 2010 SPP Transmission
Expansion Plan report (2010 STEP Report) as documentation of the SPP Staff completing the
SPP OATT process including the Attachment O transmission planning process.
Mr. Julian Brix moved to accept the recommendation and Mr. Nick Brown seconded the motion. The
Members Committee voted in unanimous approval. The Board voted; the motion passed.
2010 STEP – Appendix B
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Ms. Prewitt provided information regarding Appendix B of the 2010 STEP and then requested approval of the
following recommendation:
MOPC recommends the SPP BOD approve and direct the start of construction of the
proposed Network Upgrades and cancel the construction of those Network Upgrades
displaced or deferred based on the most current SPP RTO review. These modifications are
recommended for the project as listed in the 2010 STEP, Appendix ‘B’ report as modified to
reflect AEP projects with modified in-service dates.
Mr. Nick Brown moved to approve the recommendation and Mr. Harry Skilton seconded the motion.
The Members Committee voted in unanimous favor. The Board voted; the motion passed.
Ms. Prewitt concluded her presentation with information regarding the ITP10 and the ITP Near-Term.
Prairie Wind Novation – Designated Transmission Owner
Mr. Bill Dowling presented SPP Staff’s recommendation to accept Prairie Wind Transmission as a
designated transmission owner:
MOPC recommends that subject to the review of the Transmission Working Group, the SPP
Board of Directors accept the Quanta Report and SPP Staff’s recommendation that finds
Prairie Wind is qualified to be a designated transmission owner under Attachment O, Section
VI.6 of the SPP Tariff.
Mr. Nick Brown moved to approve the recommendation and Mr. Larry Altenbaumer seconded the
motion. The Members Committee voted in unanimous favor. The Board voted; the motion passed.
Integrated Marketplace Implementation
Mr. Richard Dillon introduced the Integrated Marketplace Project report. Mr. John Hyatt provided the Market
Monitoring Unit (MMU) report with recommendations for the Integrated Marketplace Design:
•
•

Remove language that restricts the operating reserve zone minimum to be less than or equal to the
available operating reserves
Remove provisions that allow for the transfer of reserve zone obligations between zones

Following discussion it was determined that the design recommendation would be tabled to decide the final
process at the April Board of Directors meeting.
Mr. Craig Roach provided a review of Boston Pacific’s Integrated Marketplace Proposal and a summary of
recommendations on: Transmission Congestion Cost Management, Transmission Losses, Virtual Bidding,
Must-Offer Requirement and Manual Dispatch, Combined-Cycle Modeling and Settlements.
Mr. Dillon then presented the Integrated Marketplace project recommendation to release budgeted project
funds based upon MOPC’s approval of the protocols:
Initiate the build and implement phase of the Integrated Marketplace project and release the
budgeted funds to implement the Integrated Marketplace at a project cost of up to $101
million. Authorize SPP staff to negotiate contracts with vendors at a cost of up to $85 million
for software and project support.
Following much discussion, the recommendation was revised to read:
The Board authorizes SPP staff to negotiate with vendors to develop work statements and
contracts incorporating the work of MWG and MOPC through April 2011 and release up to
$1.5 million budgeted funds for this effort.
Ms. Phyllis Bernard moved for approval and Mr. Harry Skilton seconded the motion. The Members
Committee voted in favor with Ms. Trudy Harper against and Ms. Cindy Holman in abstention. The
Board voted; the motion passed.
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Mr. Josh Martin then moved that the Board of Directors direct the MWG, through the MOPC, to review
the reports of the SPP Market Monitoring Unit and Boston Pacific and provide a report back to the
Board at its April meeting regarding any actions taken/recommended in response to these reports.
Mr. Harry Skilton seconded the motion. The Members Committee voted in unanimous favor. The
Board voted; the motion passed.
PRR200
Mr. Bill Dowling presented the PRR 200 revision requests regarding making whole payments for Out
of Merit Energy Dispatch and asked the Board of Directors for approval. Mr. Julian Brix moved to
approve PRR 200 revisions and Ms. Phyllis Bernard seconded the motion. The Members Committee
voted in favor with Mr. Les Evans in abstention. The Board voted: the motion passed.
Mr. Rob Janssen requested to review the price of the Out of Market Energy (OOME) payments within a year
of implementation. Mr. Nick Brown stated that this would be addressed as an action item.
Event Analysis Working Group
Mr. Bill Dowling presented the Event Analysis Working Group Charter for approval by the Board of
Directors. The formation of this group was prompted by efforts in NERC to use event analysis to
improve reliability and reliable operations. Mr. Harry Skilton moved for approval and Mr. Nick Brown
seconded the motion. The Members Committee voted in unanimous favor. The Board voted; the
motion passed.

Agenda Item 5 – Staff Recommendation on Novations
Mr. Les Dillahunty stated that it had been determined that only the initial novations should be presented for
approval with others approved by Staff (ITC and Prairie Wind Novations – Attachment 9). However, going
forward, the practice will be to present all novations to the Board of Directors for approval. Mr. Jim
Eckelberger explained that he appreciated the work that has gone into these novations but preferred to delay
a vote to allow time to further perfect the novations. A teleconference will be scheduled in the next couple of
weeks to vote and allow filing with FERC within 30 days. It was requested that the Members Committee be
provided information and be included in the dialog. Ms. Trudy Harper requested that the Members
Committee then be excluded in the final stages of the process due to commercially sensitive issues.
President’s Report
Mr. Nick Brown called attention to the 2011 goals and asked for any comments. He encouraged input in the
future via phone or email (2011 Goals for the President – Attachment 10). He then called attention to the
Corporate Metrics stating that due to time constraints the report would not be reviewed but asked for
questions via phone or email (Corporate Metrics – Attachments 11).
Agenda Item 6 – Future Meetings
Mr. Eckelberger reminded everyone that a teleconference will be scheduled in the near future. The next
regularly scheduled meeting will be April 26 in Tulsa, Oklahoma (Future Meetings – Attachment 12).
Adjournment
With no further business, Mr. Eckelberger thanked everyone for participating and adjourned to Executive
Session at 2:35 p.m.
Stacy Duckett, Corporate Secretary

Executive Session
The Board provided direction to staff regarding certain policy issues related to Omaha Public Power District's
withdrawal.
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The Members Committee provided direction to staff regarding the management of certain confidential
member data that SPP maintains.
The Board approved the Human Resources Committee's recommendation regarding Performance
Compensation payout for 2010.
The Board approved the salary for the CEO for 2011.
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MINUTES NO. 139

Southwest Power Pool
BOARD OF DIRECTORS/MEMBERS COMMITTEE MEETING
Teleconference
February 23, 2011
Agenda Item 1 - Administrative Items
SPP Chair Mr. Jim Eckelberger called the meeting to order at 2:04 p.m. The following Board of
Directors/Members Committee members were in attendance or represented by proxy:
Ms. Phyllis Bernard, director
Mr. Julian Brix, director
Mr. Nick Brown, director
Mr. Mike Deggendorf, Kansas City Power and Light
Mr. Kevin Easley, Grand River Dam Authority
Mr. Jim Eckelberger, director
Mr. Kelly Harrison, Westar Energy
Ms. Cindy Holman, Oklahoma Municipal Power Authority
Mr. Rob Janssen, Dogwood Energy
Mr. Jeff Knottek, City Utilities of Springfield
Mr. Rob Janssen, proxy for Mr. Brett Kruse, Calpine Energy Services
Mr. Joshua Martin, director
Mr. Steve Parr, Kansas Electric Power Cooperative
Mr. Phil Crissup, proxy for Mr. Mel Perkins, OG+E Electric Services
Mr. Pat Pope, Nebraska Public Power District
Mr. Stuart Solomon, American Electric Power
Mr. Noman Williams, Sunflower Electric Power Corporation
Mr. Harry Skilton, director
Mr. Mike Wise, Golden Spread Electric
Ms. Cheryl Robertson called roll, presented proxies and a quorum was declared (Proxies and Attendance –
Attachment 1).
Agenda Item 2 – SPP Staff’s Recommendation
Mr. Paul Suskie presented estimated cost comparison information related to the pending novations for Priority
Project’s V-Plan upgrades (Presentation and Novation Agreements – Attachment 2). The information
compared the capital structures of all entities involved in each of the pending novations as well as estimated
cost impact on transmission customers. It was requested that the Board of Directors approve the
following Staff recommendation:
1. Release Sunflower of its obligation pursuant to NTC # 20101 and assign that obligation to ITC
Great Plains, and grant the requested novation to ITC Great Plains.
2. Release Mid-Kansas Electric Company (MKEC) of its obligation pursuant to NTC # 20102 and
assign that obligation to ITC Great Plains, and grant the requested novation to ITC Great
Plains.
3. Release MKEC of its obligations pursuant to NTC # 20102 and # 20120 and assign that
obligation to Prairie Wind, and grant the requested novation to Prairie Wind.
4. Release Westar of its obligation pursuant to NTC # 20103 and assign that obligation to Prairie
Wind, and grant the requested novation to Prairie Wind.
5. Direct SPP to file the Novation Agreements with FERC.

SPP Board of Directors/Members Committee Minutes
February 23, 2011
Following a brief discussion, Mr. Nick Brown moved to approve Staff’s recommendation and Mr.
Harry Skilton seconded the motion. Ms. Robertson called roll for the Members Committee vote, which
resulted in unanimous approval. The Board provided votes via email to Ms. Stacy Duckett.
The meeting adjourned at 2:22 p.m.
Following the meeting, Ms. Duckett announced that the motion passed.

Stacy Duckett, Corporate Secretary
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Southwest Power Pool, Inc.
MARKETS AND OPERATIONS POLICY COMMITTEE
Recommendation to the Board of Directors
April 12-13, 2011

Organizational Roster
The following members represent the System Protection Working Group:
Heidt Melson, Chairman
Lynn Schroeder
Shawn Jacobs
Tim Hinken
Louis Guidry
Ken Zellefrow
Matthew Thykkuttathil
Bud Averill
Brent Carr
Rick Gurley
Ron McIvor
Steve Wadas
Jason Speer, Secretary

Xcel Energy
Westar Energy (WR)
OG&E Electric Services
Kansas City Power & Light. (KCPL)
Cleco
City Utilities of Springfield, Missouri
Sunflower Electric
Grand River Dam Authority (GRDA)
Arkansas Electric Cooperative Corporation
AEP
Omaha Public Power District
Nebraska Public Power District
Southwest Power Pool (SPP)

Background
NERC has requested each of the regions to use the same spreadsheet to record their misoperations.
There are differences between SPP and NERC definitions of what is classified as a misoperation. The
SPCWG revised SPP Criteria 7 to be consistent with the NERC definitions of a misoperation.
Recommendation
1. MOPC recommends that the BOD approve the revised version of SPP Criteria 7.

Approved:

Markets and Operations Policy Committee
Passed unanimously

Action Requested:

Page 1 of 1

April 12-13, 2011

Southwest Power Pool Criteria

7.2 Transmission Protection Systems
7.2.1 Introduction
The goal of tTransmission Protection Systems (TPS) is to ensure that faults within the intended
zone of protection are cleared as quickly as possible. When isolating an electrical fault or
protecting equipment from damage, these protection systems should be designed to remove the
least amount of equipment from the transmission network to preserve electric system integrity.
They should also not erroneously trip for faults outside the intended zones of protection or when
no fault has occurred. The need for redundancy in protection systems should be based on an
evaluation of the system consequences of the failure, misoperation of the protection system,
and the need to maintain overall system reliability. All reviews of facilities as included in Criteria
7.2 shall be for those operated at 100kV or above.
7.2.2 Protection System Review
7.2.2.1 Assessment Of System Performance
The transmission or protection system owners shall provide an assessment of the system
performance results of simulation tests of the contingencies in Table I of Standard I.A. (NERC
Planning Standard). These assessments should be based on existing protection systems and
any existing backup or redundancy protection systems to determine that existing transmission
protection schemes are sufficient to meet the system performance levels as defined in NERC
Standard I.A. and associated Table I. Therefore, the relative effects on the interconnected
transmission systems due to a failure of the protection systems to operate when required versus
an unintended operation should be weighed carefully in selecting design parameters. All noncompliance findings shall be documented including a plan for achieving compliance. These
assessments should be provided to NERC, SPP, and those entities responsible for the reliability
of the interconnected transmission systems within 30 days of the request.

7.2.2.2 Reviews Of Components And Systems
The owner shall conduct periodic reviews of the components and systems that make up the
transmission protection system to assure that components and systems function as desired to
minimize outages. All non-compliance findings, as a result of this review, shall be documented
including a plan for achieving compliance. These reviews are to be completed as system
changes dictate, or more frequently as needed based on misoperations as identified in Criteria
7.2.4. The reviews should include, but not be limited to, the following items:
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1) Review of relay settings.
2) Current carrying capability of all components (Lines, CTs, breakers, switches,
etc.).
3) Interrupting capability of all components (breakers, switches, fuses, etc.).
4) Breaker failure and transfer trip schemes.
5) Communications systems used in protection.
Models used for determining protection settings should take into account significant mutual and
zero sequence impedances. The design of protection systems, both in terms of circuitry and
physical arrangement, should facilitate periodic testing and maintenance. Generation and
transmission protection systems should avoid tripping for stable power swings on the
interconnected transmission systems. Automatic reclosing or single-pole switching of
transmission lines should be used where studies indicate enhanced system stability margins are
necessary. However, the possible effects on the systems of reclosure into a permanent fault
need to be considered. Protection system applications and settings should not normally limit
transmission use. Application of zone 3 relays with settings overly sensitive to overload or
depressed voltage conditions should be avoided where possible. Communications systems
used in protection should be either continuously monitored or alarmed, or automatically or
manually tested.

7.2.3 System Redundancy
Transmission Protection Systems shall provide redundancy such that no single protection
system component failure would prevent the interconnected transmission systems from meeting
the system performance requirements of the I.A. Standards on Transmission Systems and
associated Table I (NERC). Each Transmission or Protection System Provider shall develop a
plan for reviewing the need for redundancy in its existing transmission protection systems and
for implementing any required redundancy. Documentation of the protection system
redundancy reviews shall be provided to NERC, SPP, and those entities responsible for the
reliability of the interconnected transmission systems, on request. Where redundancy in the
protection systems (due to single protection system component failures) is necessary to meet
the system performance requirements (of the I.A. Standards on Transmission Systems and
associated Table I), the transmission or protection system owners shall provide, as a minimum,
separate ac current inputs and separately fused dc control voltage with new or upgraded
protection system installations. Breaker failure protections need not be duplicated.
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Breaker failure protection systems, either local or remote, should be provided and designed to
remove the minimum number of elements necessary to clear a fault while maintaining
performance requirements. Physical and electrical separation should be maintained between
redundant protection systems, where practical, to reduce the possibility of both systems being
disabled by a single event or condition. When two independent protection systems are
required, dual circuit breaker trip coils should be considered. Where each of two protection
systems are protecting the same facility, the equipment and communications channel for each
system should be separated physically and designed to minimize the risk of both protection
systems being disabled simultaneously by a single event or condition.

7.2.4 Monitoring, Analysis And Notification Of Misoperations
Each Transmission or protection system owner shall have a process in place for the monitoring,
notification, and analysis of all transmission protection trip operations. Any of the following
events constitute a reportable TPS misoperation:

1) Failure to trip – Any failure of a Protection System element to operate when a
fault or abnormal condition occurs within a zone of protection. (Note: Lack of
targeting, such as when a high-speed pilot system is beat out by a high-speed
zone, is not a reportable misoperation. If a fault or abnormal condition is cleared
in the time normally expected with proper functioning of at least one Protection
System, failure of a Protection System element is not a reportable misoperation.)
Any failure of a TPS to initiate a trip to the appropriate terminal when a fault is
within the intended zone of protection of the device.
2) Slow Trip – Any failure of a Protection System element that is slower than
planned to operate when a fault or abnormal condition occurs within the zone of
protection. (Note: Delayed Fault Clearing, where a high-speed system is
employed but is not essential for transmission system performance, is not a
reportable misoperation.) A correct operation of a TPS for a fault in the intended
zone of protection where the relay system initiates tripping slower than the
system design intends.
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3) Unnecessary Trip During a Fault – Any unnecessary Protection System
operation for a fault not within the zone of protection. An example of this type of
Misoperation is an over-trip due to lack of coordination between Protection
Systems. (Note: Operation as properly coordinated backup protection for a fault
in an adjacent zone that is not cleared within the specified time for the protection
for that adjacent zone is not a reportable Misoperation.) Any relay initiated
operation of a circuit breaker during a fault when the fault is outside the intended
zone of protection.
4) Unnecessary Trip Other Than Fault – Any unnecessary Protection System
operation when no fault or other abnormal condition has occurred. (Note that an
operation that occurs during on-site maintenance, testing, construction and/or
commissioning activities is not a reportable Misoperation.) The unintentional
operation of a TPS which causes a circuit breaker to trip when no system fault is
present. This may be due to vibration, improper settings, load swing, faulty relay,
or human error.
5)

Failure to Reclose – Any failure of a TPS to automatically reclose

following a fault if that is the intent.

Misoperations at lower voltages that cause an outage of a transmission component, operated at
100kV or higher, shall be reported. An operation of a TPS that only has an effect on a nontransmission component operated at less than 100kV need not be reported. Documentation of
all protection trip misoperations shall be provided to SPP and NERC within five (5) business
days of the request. Each facility owner shall document that it has fully complied with its
process for monitoring, notification, and analysis of all TPS trip operations. It shall also provide
consistent documentation of all TPS trip misoperations, indicating the cause and those
corrective actions that have been or will be taken. The facility owner will be responsible for
providing documentation of misoperations on a form supplied by SPP. When requested,
supporting documentation shall be provided to SPP and include all fault and sequence of events
data relevant to the cause of the misoperation.
The facility owner shall maintain the documentation of all operations for a minimum of one (1)
year. The facility owner’s processes should include items such as:
1) Uniform format to the extent possible.
2) Content guidelines.
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3) Requirements for periodic review.
4) Requirements for updating data.
5) Procedures for analysis of all trip misoperations.

7.2.5 Transmission Protection System Maintenance And Testing Programs
Facility owners shall have a protection system maintenance and testing program in place. The
facility owner shall demonstrate full compliance to the program for protection system maintenance
and testing and that all required activities have been completed on schedule. The program shall
be maintained and documented. The facility owner will be responsible for maintaining and
providing required data for each facility. Each facility owner will provide updates to SPP or NERC
within 30 days of a request. Each facility owner shall periodically test the protection system
components and system on a frequency as needed to assure that the system is functional and
correct. Protection System component maintenance and testing shall be done based on the
manufacturers’ recommendation or, if less frequent, to maintain reliable operation. A facility owner
that tests on a less frequent basis than the manufacturer’s recommendation shall provide written
justification for such a change, if requested by SPP or NERC. For newer TPS with self-monitoring,
having SCADA reporting for a TPS failure, and with successful downloading or viewing of data
following operations, then such activity and application shall satisfy the testing and maintenance
procedure requirements. The facility owner shall maintain the documentation of all maintenance
and tests records for one test period. Protection systems and their associated maintenance and
testing procedures should be designed to minimize the likelihood of personnel error, such as
incorrect operation or inadvertent disabling. Protection and control systems shall be functionally
tested when initially placed in service, when modifications are made, and at a frequency of no less
than five (5) years to verify the dependability and security aspects of the design. The maintenance
and testing program of the protection system should include provisions for relay calibration,
functional trip testing, communications system testing, and breaker trip testing. All maintenance
and testing shall be documented as described below:
1) Transmission protection system identification.
2) Summary of testing procedures.
3) Frequency of testing.
4) Date last tested.
5) Results of last testing.
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7.2.6 Requests for Transmission Protection Systems Data
SPP shall function as a requesting agent and clearinghouse for the collection of TPS data on an
as-needed basis. Facility owners should provide the requested data within thirty (30) days with a
copy of the requested information forwarded to the SPP. If a facility owner cannot provide the
requested data within this specified time frame, SPP shall be notified of the delay and the
anticipated date of forwarding the requested data. SPP members and NERC staff may also
formally request data from SPP members with a copy of the request forwarded to the SPP. Such
requests will be considered to be a request from SPP staff.

7.2.7 Transmission Protection Systems Criteria Updates
The SPCWG will update, if necessary, this tTransmission Protection Systems Criteria every
three (3) years.

7.3 UNDER-FREQUENCY LOAD SHEDDING AND RESTORATION
7.3.1 Automatic Load Shedding
A major disturbance among the interconnected bulk electric system may result in certain areas
becoming isolated and experiencing abnormally low frequency and voltage levels. The areas of
separation are unpredictable. To provide load relief and minimize the probability of network
collapse the following practices are established.

7.3.1.1 Operating Reserve
All SPP operating reserve shall be utilized before resorting to shedding firm load. During a period
of declining frequency, there may be violent swings of both real and reactive power. For this
reason, all generator governors and voltage regulators shall be kept in automatic service as much
as practical.

7.3.1.2 Operating Principles
a.

To realize the maximum benefit from a load shedding program the points at
which the load is shed in a company area shall be widely dispersed. This can be
accomplished at the sub-transmission and distribution voltage level where the
types of load and the increments of load to be shed can be selected.

b.

The time interval involved in shedding load is of extreme importance. System
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operators cannot and shall not be required to manually shed load during a period
of rapidly declining frequency. The only practical way to remove load from a
member in an attempt to stabilize the frequency is to do so automatically by the
use of under-frequency relays. Since a geographical area or the timing of a
period of low frequency cannot be predicted, all of the designated underfrequency relays on a member system shall be in service at all times. Underfrequency relays shall not be installed on transmission interconnections unless
considered necessary and has been mutually agreed upon between the
members involved.
c.

The accepted practice of the electric industry is to shed load in a minimum of
three steps. Should the frequency continue to decline after these three steps of
load shedding, additional action may be required to protect generating machinery
from mechanical damage. The actions may include opening of tie-lines, removal
of generating units from the bus, additional steps of load shedding, or "island"
operation may be utilized automatically with enough load left on a machine or
plant to keep it in operation. A member can elect to use any one or a
combination of these actions. It is recommended that this operation be
performed at 58.5 Hz. Whatever is done by any one member shall be
coordinated with neighboring members. A map or chart which shows additional
actions that will be taken below a frequency of 58.7Hz shall be furnished to SPP.

7.3.1.3 Implementation
a.

Should the utilization of spinning reserve fail to stop a frequency decline, load
shedding shall be initiated in steps as indicated below. The goal of the program is to
prevent a cascading outage due to a frequency excursion and restore the system to
a stable condition. Members must be ready to shed, in three steps, an accumulated
minimum of thirty (30) percent of a member’s current load. Current load shall be
deemed as the one-minute average of the member’s load prior to the first underfrequency relay action taken at 59.3 Hz. If system frequency decay is permanently
stabilized to 60 Hz after UFLS implementation of Step 1 or Step 2 of the three steps
of under-frequency load shedding (UFLS), it is not required to continue with the
additional UFLS step(s).
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This requirement shall be achieved as follows:
a. A member may dynamically arm and disarm UFLS relays to achieve the required
load shedding totals, indicated in the chart below, by utilizing a load following
program. For the purposes of this section, the term ‘dynamically’ means that no
operator intervention is required to arm or disarm a UFLS relay, or
b. A member that does not dynamically arm and disarm UFLS relays shall install, or
have installed on its behalf, UFLS relays with a total capability of shedding an
accumulated minimum of thirty (30) percent of the member’s current load up to a
maximum of forty-five (45) percent. The relays shall be set to shed the
accumulated minimum of thirty (30) percent total up to a maximum of forty-five
(45) percent as indicated in the chart below. Ideally, members would shed load
in three increments of 10% each; however, due to varying load profiles, it is
acceptable to shed increments of load as indicated in the chart below. At Step 1
the member is required to shed at least 10% of their current load but no more
than 15%. At Step 2 the member is required to shed at least 20% of their current
load but no more than 25%, and Step 1 load shedding may be considered an
integral portion of Step 2. At Step 3 the member is required to shed at least 30%
of their current load but no more than 45%, and Step 1 and Step 2 load shedding
may be considered an integral portion of Step 3. For UFLS tripping of loads
greater than 15% at Step 1, 25% at Step 2 and 45% at Step 3, a waiver must be
acquired from SPP and any applicable SPP working group. Once installed,
these UFLS relays shall remain in service to trip loads except for periods of
testing and maintenance.
Regardless of the technique utilized only the non-intentional delays including
operating times of relays and breakers, plus any intentional delay as allowed in
Criteria 7.3, shall delay the interruption of pre-event load for all events at the time of
each event.
The ideal load shedding progression for a 1000 MW load would be:

Step
1
2
3

Frequency
(Hz)
59.3
59.0
58.7

Accumulated Load Relief
10% of 1000
20% of 1000
30% of 1000
7-8

Total load dropped
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100
200
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This should be followed as far as practical.

Step
1
2
3

Frequency
(Hz)
59.3
59.0
58.7

Minimum Accumulated Load
Relief (%)
10
20
30

Maximum Accumulated Load
Relief (%)
15
25
45

The following example is an acceptable progression of load shedding and meets
SPP Criteria:
One minute average load prior to first load shedding step is 1000MW
Load

Load Shed

Accumulated

Frequency

Shed

this Step

Total Load

% Total

Step

(Hz)

(MW)

(%)

Shed (MW)

Load Shed

1

59.3

120

12

120

12

2

59.0

90

9

210

21

3

58.7

90

9

300

30

The following example is not an acceptable progression of load shedding by failing to
meet SPP load shedding criteria to shed a minimum accumulation of 20% of the total
load at Step 2:

Step

One minute average load prior to first load shedding step is 1000MW Does not meet
Load
Load Shed
Accumulated
minimum
Frequency Shed
this Step
Total Load
% Total
criteria of 20%
(Hz)
(MW)
(%)
Shed (MW)
Load Shed

1

59.3

120

12

120

12

2

59.0

70

7

190

19

3

58.7

110

11

300

30

The following example is not an acceptable progression of load shedding by failing to
meet SPP load shedding criteria by exceeding the maximum accumulated load shed
of 15% at Step 1:

Step

One minute average load prior to first load shedding step is 1000MW Exceeds
Frequency Load
Load Shed
Total Load
Accumulated maximum
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(Hz)

b.

Shed

this Step

(MW)

(%)

Shed (MW)

% Total
Load Shed

1

59.3

160

16

160

16

2

59.0

70

7

230

23

3

58.7

70

7

300

30

The relays used to accomplish load shedding shall be high speed with no
external intentional time delay devices employed. An exception to this policy
would be on circuits serving considerable motor load (such as oil field or irrigation
pumping load) which would cause the under-frequency relays to incorrectly
operate when the source voltage is removed momentarily due to a transmission
line fault.

c.

In special cases, some members may elect to shed more than the allowable
maximum of the system load on any step, for example, if they have an adverse
ratio of load responsibility to generating capability. This situation should not be
general and shall be considered on the merits of specific cases. As stated in
requirement 2 of 7.3.1.3.a, in such cases, a waiver should be acquired from SPP
and any applicable SPP working group.

d.

The tripping of any generating unit by under-frequency relays or any other
protective device during low frequency conditions shall be so coordinated that
these units will not be tripped before the three steps of load shedding have been
utilized. Should this not be practical due to the operating characteristics of certain
units, then these members shall protect the interconnected systems by shedding
a block of load equal to the capability of the generating unit that will be tripped
and at the frequency which will remove the unit from service. If the unit is jointly
owned, each of the joint owners shall shed a block of load equal to their share of
the unit.

e.

The coordination among members becomes critical when actions beyond Step 3
are utilized; particularly, on those members which have established extra high
voltage (EHV) terminals as part of their transmission system and/or with
generators connected directly to the EHV system. Careful consideration shall be
given when opening only one end of an EHV line section which is energized; the
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open-ended voltage could rise to damaging levels and reactive flow towards the
closed-end could have intolerable effects. Further, if generation is connected to
the affected portion of the EHV network, that generating capability would be
removed from an area where it is sorely needed. Consideration shall be given to
the coordination of under-frequency relaying of the EHV transmission to maintain
generating units on line and if necessary, carry portions of a neighboring system
load to do so. System operators shall be alert to the effects of unloading the
EHV network and be prepared to remove portions of the network should the
voltage rise to intolerable levels.

7.3.1.4 Required Location And Model Data Reporting For Underfrequency Load Shedding Equipment
The number, type and location of Under-frequency Load Shedding (UFLS) equipment will normally
be the responsibility of the facility owners based on recommendations by the owners’ or SPP’s
studies. Information about installations will be provided by the facility owners to the SPP in
accordance with NERC Standards and maintained in databases by the SPP staff for a period of at
least three (3) years. These modeling databases shall be monitored as necessary by the SPP
System Protection and Control Working Group (SPCWG). The Model Development Working
Group, Transmission Assessment Working Group and Operating Reliability Working Group will
review the databases and recommend that equipment with adequate capabilities is installed at
critical locations throughout the system as determined in power flow and dynamic stability studies.
The specific data that is required in SPP’s circuit analysis models shall be maintained and
submitted to SPP by the facility owners or their designated representatives on an annual basis or
as otherwise required. This data shall include, but not be limited to, location, breaker, trip
frequencies, amount of load shed by trip frequency, relay and breaker operating times, and any
intentional delay of breaker clearing. Also required will be any related generation protection, tie
tripping schemes, islanding schemes, or any other schemes that are part of or impact the UFLS
programs.

7.3.1.5 Requirements for Testing and Maintenance Procedures
Each facility owner shall have a documented maintenance program in place to test or the
means (i.e. self-testing microprocessor relays) to periodically check the functionality and
availability of the UFLS equipment in service. These tests shall be done based on the
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manufacturers’ recommendation or, if less frequent, to maintain reliable operation. A facility
owner that tests on a less frequent basis than the manufacturer’s recommendation shall provide
written justification for such a change, if requested by SPP or NERC. The facility owner will be
responsible for maintaining and providing required maintenance data for its facilities for a
minimum of three (3) years. Each facility owner will provide updates to the SPP or NERC upon
request.

7.3.1.6 Periodic Review of Under-frequency Load Shedding
Equipment
SPP members shall maintain a list of substations where UFLS equipment is located for all areas
including those designated as being critical by the Transmission Assessment and Operating
Reliability Working Groups. The facility owner will be responsible for providing required data on
forms developed by the System Protection & Control Working Group and supplied by SPP.
Each facility owner will provide updates to the SPP as requested. The SPP staff will maintain
and update the UFLS equipment database. The Transmission Assessment and Operating
Reliability Working Groups will review the database annually for additions and changes,
specifically checking for equipment as recommended in Section 7.3.1.4. The SPCWG will
update, if necessary, this UFLS Criteria every three (3) years.

7.3.1.7 Requests for Under-frequency Load Shedding Data
SPP shall function as a requesting agent and clearing house for the collection of data on an as
needed basis when the request is not from an SPP member. Facility Owners should provide the
requested data within five (5) business days with a copy of the requested information forwarded to
the SPP. However, it is recognized that significant disturbances may result in a large amount of
equipment operations at multiple locations and that some equipment operations must be manually
retrieved from the UFLS equipment’s locations. These factors may make it impractical to retrieve
and properly prepare the records and documentation within five (5) business days. In these cases,
SPP shall be notified of the delay and the anticipated date of forwarding the requested data. SPP
members and NERC staff may also formally request data from SPP members with a copy of the
request forwarded to the SPP. Such requests will be considered to be a request from SPP staff.

7.3.1.8 Restoration
After the frequency has stabilized the following procedure shall be followed.
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a.

In the event the frequency stabilized below 60 Hz, system operators shall
coordinate operations to utilize all available generating capacity to the
maximum extent possible in order to restore the frequency to 60 Hz.
Deficient systems shall continue to shed load until the frequency can be
restored to normal.

b.

At 60 Hz the isolated areas shall be synchronized with the remainder of
the interconnected systems. Synchronization between individual
members shall be performed only upon direct orders of the system
operators of both companies involved.

c.

System operators shall coordinate load restoration as generating
capability, voltage levels and tie-line loadings allow.

d.

Any shed load shall be restored only upon direct orders of the system operator.
Extreme care shall be exercised as to the rate at which load is restored to the
system in order that limits of generation and transmission line loading are not
exceeded. Insofar as possible, supervisory control shall be used to restore load;
otherwise, manual restoration is preferable to insure positive control by the
system operators.

e.

It is recommended that a restoration plan be furnished by each company for use
by its system operators for implementation of a coordinated and successful
recovery.

7.3.2 Requirements of a Regional Under-frequency Load Shedding Program
The SPP shall develop, coordinate, and document a Regional UFLS program

7.3.2.1 SPP’s Coordination of Under-frequency Load Shedding
Program
This program shall coordinate UFLS programs within the sub-regions, Region, and where
appropriate, among Regions. It shall also coordinate the amount of load shedding necessary to
arrest frequency decay, minimize loss of load, and permit timely system restoration. For an
effective plan, SPP shall coordinate programs including generation protection and control, undervoltage load shedding, Regional load restoration, and transmission protection and control. Details
to be included shall include those specified in 7.3.1.4. SPP shall periodically conduct and
document a technical assessment of the effectiveness of the design and implementation of its
7-13

April 27, 2010

Southwest Power Pool Criteria
UFLS program. The first technical assessment of the program shall be completed by SPP no later
than June 1, 2001. These assessments shall be completed at least every five years thereafter or
as required by significant changes in system conditions. The documented results of such
assessments shall be provided to NERC on request.

7.3.2.2 Coordination of Under-frequency Load Shedding Programs
And Analyses With SPP
The facility owners and operators of an UFLS program shall ensure that their programs are
consistent with Regional UFLS program requirements including automatically shedding load in the
amounts and at the locations, frequencies, rates and times consistent with those Regional
requirements. When an under-frequency event occurs which is below the initializing set points of
their UFLS programs, the owners or operators shall analyze and document the event.
Documentation of the analysis shall be provided to SPP and NERC on request in the time frames
established in 7.3.1.7.

7.3.3 Manual Load Shedding
A situation can arise when a control area must reduce load even though the frequency is normal.
Since an automatic load shedding program will be of no avail in this case, manual load shedding
procedures shall be utilized. One of the basic principles of interconnected operation is that a control
area will match the area generation to area load at 60 Hz at all times. Should a generation
deficiency develop for any reason, arrangements shall be made with adjacent control areas to cover
the deficiency; but failing this, the affected control area shall reduce the area load until the available
generation is sufficient to match it. In some cases a generation deficiency can be foreseen and will
develop gradually; whereas, in other cases the deficiency will develop immediately with no
forewarning. A gradually developing deficiency can probably be offset by using conservation
procedures; whereas, an immediate deficiency will probably require customer service interruption.
The importance of a load reduction plan cannot be overemphasized. A plan is offered here which
can be modified to fit individual cases.
7.3.3.1 Conservation
a.

Interruption of service to interruptible customers. Utilize to the extent that the
situation requires.

b.

Reduction of load in company facilities.

c.

Reduction of distribution voltage level. Utilize to the extent possible and as the
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situation requires.
d.

Load reduction by request to company employees and general public. The
company employees and the general public shall be notified through news media
to curtail the use of electricity.

e.

Load reduction by request to bulk power users. Concurrent with voltage
reduction and asking employees and the general public to reduce load, bulk
power users (municipals and cooperatives) will be asked to reduce load in their
areas using the same methods.

f.

Load reduction by large use customers. Large use commercial and industrial
customers will be requested to curtail electric power usage where such
curtailment will not seriously disrupt customers' operations.

7.3.3.2 Service Interruption
Manual load interruption shall be implemented by a pre-determined plan, an
example of which follows.
a.

Each company operating subdivision shall select distribution circuits in
approximately 5% increments in the order of their priority that will be taken out of
service. The 5% increments will be labeled "A", "B", "C", "D", "E", and "F". The
interruption and the restoration of these circuits will be under the control of the
system operator. When the system operator determines that load must be
reduced, he shall direct the subdivision operators to open all "A" circuits. This will
reduce the system load 5%. If further load reduction is necessary, the system
operator shall direct all "B" circuits to be opened which will result in an additional
5% reduction. This shall continue through "C", "D", "E", and "F" until the
generation deficiency is eliminated.

b.

The objective of this plan is to have no circuits open more than two hours. If the
duration of the system emergency exists in excess of two hours and only the "A"
circuits have been opened, then at the end of two hours the "B" circuits shall be
opened and the "A" circuits reclosed. If a 10% reduction is necessary, "C" and
"D" circuits shall be opened and "A" and "B" reclosed, after "A" and "B" have
been open for two hours. Obviously, no circuits shall be open longer than is
absolutely necessary. The "E" and "F" circuits shall be opened to avoid opening
"A" and "B" circuits twice in one day.
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c.

When a generation deficiency develops, or begins to develop, the system
operator shall alert all involved operating personnel to the effect that certain
circuits may have to be interrupted. This action will reduce the time required to
execute circuit interruption orders of the system operator. Some control areas in
SPP have extensive supervisory control systems while others have little, if any,
supervisory control. Obviously, any implementation plan shall make best use of
available equipment.

7.4 Special Protection Systems Equipment
A Special Protection Systems (SPS) or Remedial Action Scheme (RAS) is designed to detect
abnormal system conditions and take automatic pre-planned, coordinated, corrective action
(other than the isolation of faulted elements) to provide acceptable system performance. SPS
actions include among others, changes in demand (e.g., load shedding), generation, or system
configuration to maintain system stability, acceptable voltages, or acceptable facility loadings.
All reviews of facilities as included in Criteria 7.4 shall be for those used to monitor and control
transmission facilities operated at 100kV or above.
The SPS design shall not create cascading transmission outages or system instability. One
possible SPS may be the automatic and sequential dropping of load, generation, or adjacent
high voltage (HV) lines, if a HV line trips. A SPS does not include (a) underfrequency load
shedding or undervoltage load shedding as they are addressed under NERC Planning
Standards III.D, Criteria 7.3, and III.E or (b) fault conditions that must be isolated or (c) out-ofstep relaying. The SPS shall not require operator action, and all actions of the SPS are
automatic. SPS shall be automatically armed without human intervention when appropriate.
The status indication of any automatic or manual arming of SPS shall be provided as SCADA
alarm inputs.

7.4.1 Operating Requirements and System Redundancy
Special Protection Systems shall include redundancy such that no single protection system
component failure would prevent the interconnected transmission systems from meeting the
system performance requirements of NERC I.A. Standards on Transmission Systems in
Categories A, B or C of the associated Table I. Each facility owner shall develop a plan for
reviewing the need for redundancy in its existing special protection systems and for
implementing any required redundancy. Documentation of these reviews shall be provided to
7-16

April 27, 2010

Southwest Power Pool Criteria
NERC, SPP, and those entities responsible for the reliability of the interconnected transmission
systems, on request. Also, the misoperation, incorrect operation, or unintended operation of an
SPS when considered by itself and not in combination with any other system contingency shall
meet the system performance requirements as defined under Category C of Table I of the
NERC I.A Standards on transmission systems.

7.4.2 Location And Data Reporting For Special Protection Systems
Equipment
The number, type and location of SPS equipment will normally be the responsibility of the facility
owners based on recommendations by the owners’ and SPP’s studies. Information about
installations will be provided by the facility owners to the SPP in accordance with NERC Standards
and maintained in databases by the SPP staff for a period of at least five (5) years. These
databases shall be monitored as necessary by the SPP System Protection and Control Working
Group (SPCWG). The Transmission Assessment Working Group and Operating Reliability
Working Group will review the databases and recommend that equipment with adequate
capabilities be installed at critical locations throughout the system as determined in power flow and
dynamic stability studies. The specific data that is required in SPP’s circuit analysis models shall
be maintained and submitted to SPP by the facility owners or their designated representatives on
an annual basis or as otherwise required. This data shall represent the designed functionality of
the system. Documentation by facility owners for each SPS utilized shall include details on its
design, its operation, its control, its functional testing, and coordination with other schemes that are
part of or impact the SPS.

7.4.3 Testing and Maintenance Procedures
Each facility owner shall have a documented maintenance program in place to test or the
means to periodically check the functionality of the SPS equipment in service. Component
testing and maintenance shall be done based on the manufacturers’ recommendation or, if less
frequent, to maintain reliable operation. A facility owner that tests and maintains on a less
frequent basis than the manufacturer’s recommendation shall provide written justification for
such a change, if requested by SPP or NERC. The facility owner will be responsible for
maintaining and providing required maintenance data for its facilities for one testing period.
SPS shall be functionally tested when initially placed in service, when modifications are made,
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and at a frequency of no less than five (5) years to verify the dependability and security aspects
of the design. Each facility owner will provide updates to the SPP or NERC upon request.

7.4.4 Periodic Review of Special Protection Systems Equipment
SPP members shall maintain a list of substations where SPS equipment is located for all areas
including those designated as being critical by the Transmission Assessment and Operating
Reliability Working Groups. The facility owner will be responsible for providing required data on
forms developed by the SPCWG and supplied by SPP. Each facility owner will provide updates
to the SPP as requested. The SPP staff will maintain and update the SPS equipment database.
The Transmission Assessment and Operating Reliability Working Groups will review the
database annually for additions and changes, specifically checking for equipment as
recommended in Section 7.4.2. The SPCWG will update, if necessary, this SPS Criteria every
three (3) years.
Based upon (a) a five year interval or other interval as required by electric system changes, or
(b) if a new SPS, or (c) if a modified SPS, each facility owner will review and document their
SPS for compliance with Regional planning criteria and guides, and the NERC Planning
Standard I.A including the associated Table I. This review shall include system studies to
evaluate the consequences of: 1) the proper operation of the SPS, 2) the failure of an SPS to
operate due to a single component failure of the SPS, and 3) the misoperation, incorrect
operation, or the unintended operation of an SPS when considered by itself without any other
system contingency. These consequences shall not include cascading transmission outages or
system instability. These studies shall include the date that they were performed, who
performed them, the methodology of the study, the results of the study, and when the next study
is anticipated.

7.4.5 Requests for Special Protection Systems Data.
SPP shall function as a requesting agent and clearing house for the collection of SPS data on an
as-needed basis. Facility owners should provide the requested data within thirty (30) days with a
copy of the requested information forwarded to the SPP. If a facility owner cannot provide the
requested data within this specified time frame, SPP shall be notified of the delay and the
anticipated date of forwarding the requested data. SPP members and NERC staff may also
formally request data from SPP members with a copy of the request forwarded to the SPP. Such
requests will be considered to be a request from SPP staff.
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7.4.6 Submittals Of Special Protection Systems Misoperations.
All misoperations of a SPS shall be reported to the SPP within five (5) business days after
receipt of the request, or as soon as possible thereafter. Any of the following events constitute
a reportable SPS misoperation:
1) Failure to Operate – Any failure of a SPS to perform its intended function within
the designated time when system conditions intended to trigger the SPS occur.
2) Failure to Arm – Any failure of a SPS to automatically arm itself for system
conditions that are intended to result in the SPS being automatically armed.
3) Unnecessary Operation – Any failure of a SPS that occurs without the
occurrence of the intended system trigger condition(s) including human error.
4) Unnecessary Arming – Any automatic arming of a SPS that occurs without the
occurrence of the intended arming system condition(s).
5) Failure to Reset – Any failure of a SPS to automatically reset following a return of
normal system conditions if that is the design intent.

Misoperations at lower voltages that cause an operation of a SPS, in systems 100kV or higher,
shall be reported. A detailed analysis of the misoperation, its consequences, and the corrective
actions taken to prevent a reoccurrence will be reported to the SPP within thirty (30) days. SPP
shall be notified of any delay and the anticipated date of forwarding the required data. This
analysis to be provided by the facility owner shall include, at a minimum, the description of facility
as identified on a form, developed by the SPCWG and supplied by SPP, including a complete
summary report of the misoperation, its consequences, corrective actions taken, and any other
additional actions that may be required beyond the point in time when the analysis is completed to
include when these actions will be completed. The analysis and corrective actions shall be
reviewed by the SPCWG. If these reported corrective actions are deemed inadequate, then the
corrective actions that SPP recommends shall be completed as soon as possible subject to
equipment availability.

7.4.7

Submittals For New, Modified (including Removal) or Renewed
Special Protection Systems

The owner of the SPS shall notify SPP of its intent to construct a new, modified, or renewed
SPS with sufficient lead time to allow for an orderly review by SPP’s working groups and
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committees. This notification will include statements on whether misoperation or failure of the
SPS would have local, inter-company, inter-area or interregional consequences, when the SPS
is planned for service, how long it is expected to remain in service, what specific contingency(s)
it is designed to operate for and whether the SPS will be designed according to all SPP
operating requirements of the bulk transmission system and NERC Standards. For a new or
modified SPS prior to construction of facilities, one (1) electronic version in legible format and
three (3) hard copies of all applicable studies supporting the design requirements of the SPS
including a complete set of electrical design specifications, drawings and operating plans shall
be submitted to the SPP with this notification. The drawings shall include a geographical map, a
one-line diagram of all affected areas, and the associated protection and control function
diagrams. The documentation of the proposed system will include any special conditions or
design restrictions that exist in the proposed system. For renewed SPS prior to the expiration
date, the facility owner shall supply all the above information plus any changes in the original
coordination studies, operation history, maintenance history, and any change in the original
coordination with other schemes that are part of or impact the SPS.

The System Protection and Control, Transmission and Operating Reliability Working Groups will
assess the SPS’s conformance with all SPP operating requirements of the bulk transmission
system and NERC Standards. If necessary, the working groups will request that the facility
owner conduct additional studies and provide additional details of design specifications,
drawings and operating plans. The results of such compliance review shall be documented with
all recommendations that are deemed appropriate by the SPP and forwarded to the requesting
party normally within 120 days from the date of request. The recommendations of SPP shall be
completely incorporated into the design of the SPS.

A presentation will be made to appropriate working groups when a facility owner deviates from
any of the SPP operating requirements of the bulk transmission system and NERC Standards
as well as when a member system is in doubt as to whether the design meets these
requirements. The facility owner shall arrange for the technical presentation by advising SPP
approximately four months prior to the presentation and by providing copies of the materials to
be presented 30 days prior for new or modified SPS. The facility owner will advise appropriate
working groups of the basic design of the proposed system and include a geographical map, a
one-line diagram of all affected areas, and the associated protection and control function
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diagrams. The proposed system should be explained with due emphasis on any special
conditions or design restrictions that exist in the proposed system. A presentation will also be
made to appropriate working groups relating to new facilities or a modification to an existing
facility when requested by either a member system or a working group.

7.5 UNDERVOLTAGE LOAD SHEDDING
One characteristic of electric systems that experience heavy loadings on transmission facilities with
relatively limited reactive power control is the susceptibility to voltage instability. Such instability
can cause tripping of generation and transmission facilities resulting in loss of customer demand as
well as collapse of the bulk transmission system. A major disturbance among the interconnected
bulk electric systems may result in certain areas becoming isolated and experiencing abnormally
low frequency and voltage levels. Since voltage collapse can occur rapidly, operators may not
have sufficient time to stabilize the systems. Therefore, a load-shedding scheme that is
automatically activated as a result of undervoltage conditions in portions of a system can be an
effective means to stabilize the interconnected systems and mitigate the effects of a voltage
collapse.

7.5.1

Program Participants

Facility Owners who determine it beneficial to install undervoltage load shedding (UVLS)
equipment may do so. However, UVLS schemes must coordinate with all protection and
underfrequency load shedding schemes for the reliable operation of facilities operated at 100kV
and above. Also, members are not required to install such equipment unless deemed necessary
by either SPP or NERC to ensure the reliability of bulk transmission systems.

7.5.2 Operating Reserve And Principles
All SPP operating reserve shall be utilized before resorting to shedding firm load. All generator
governors and voltage regulators shall be kept in automatic service as much as practical so that
generating units may be used to their maximum capability for supplying voltage support during
disturbances.
a.

To realize the maximum benefit from a load shedding program, the points at
which the load is shed in a company area should be widely dispersed. This can
be accomplished at the sub-transmission and distribution voltage level where the
types of load and the increments of load to be shed can be selected.
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b.

The time interval involved in shedding load is of extreme importance. System
operators cannot and shall not be required to manually shed load during a period
of rapidly declining voltage. One practical way to remove load from a member in
an attempt to stabilize the voltage is to do so automatically by the use of
undervoltage relays. All of the designated undervoltage relays on a member
system shall be in service at all times. Undervoltage relays shall not be installed
on transmission interconnections unless considered necessary and has been
mutually agreed upon between the members involved.

c.

Loads may be shed in multiple steps. Whatever actions are planned or
implemented by one member, including actions other than load shedding, shall
be coordinated with neighboring members and SPP. All UVLS programs shall
coordinate with underfrequency load shedding requirements of other members
and SPP to maintain the reliability of the bulk transmission system operated at
100kV and above.

d.

Should the utilization of various assets, such as responsive voltage-supporting
resources, generation, capacitors and static var systems, fail to stop a voltage
decline, load shedding shall be initiated as determined by the member of which is
conditional upon the regional requirements of SPP. The relays used to
accomplish load shedding shall be high speed with the necessary external
intentional time delay devices employed to eliminate nuisance trips during faults,
reclosing delays, etc.

7.5.3 Location And Data Reporting
The determination of the number, type and location of UVLS equipment will normally be the
responsibility of the facility owners based on recommendations by the owners’ or SPP’s studies.
Facility owners shall provide information about these installations to the SPP in accordance with
NERC Standards within five (5) business days upon receipt of the request. This information will be
maintained in databases by the SPP staff for a period of at least three (3) years. The SPP System
Protection and Control Working Group (SPCWG) shall monitor these databases as necessary.
The Transmission Assessment Working Group and Operating Reliability Working Group will review
the databases and recommend that equipment with adequate capabilities be installed at critical
locations throughout the system as determined in power flow and dynamic stability studies.
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The specific data that is required in SPP’s circuit analysis models shall be maintained and
submitted to SPP by the facility owners or their designated representatives on an annual basis or
as otherwise required. This data shall include, but not be limited to, type of equipment, location,
breaker, trip voltages, amount of load shed by trip voltage, relay and breaker operating times, and
any intentional delay of breaker clearing. Also required will be any related generation protection,
tie tripping schemes, islanding schemes, or any other schemes that are part of or impact the UVLS
programs.

7.5.4

Monitoring, Analysis And Notification Of Misoperations

Each facility owner shall have a process in place for the monitoring, notification, and analysis of
all UVLS trip operations. Any of the following constitute a reportable UVLS misoperation:
1) Failure to trip – Any failure of UVLS equipment to initiate a trip to the appropriate
terminal when a voltage level is less than or equal to a low-voltage set point.
2) Slow Trip – A correct operation of UVLS equipment for a low-voltage condition
where the relay system initiates tripping slower than the system design intends.
3) Unnecessary Trip With Acceptable Voltage – Any relay initiated operation of a
circuit breaker when the voltage is within acceptable limits.
4) Unnecessary Trip Within Period Of Time Delay – Any relay initiated operation of
a circuit breaker before an intended time delay has expired.
5) Unnecessary Trip, Other– The unintentional operation of a UVLS scheme which
causes a circuit breaker to trip when no low-voltage condition is present. This
may be due to vibration, improper settings, load swing, faulty relay, or human
error.

Misoperations at lower voltages that cause an outage of a transmission component, operated at
100kV or higher, shall be reported. Documentation of all misoperations shall be provided to
SPP and NERC within thirty (30) business days of the request. Each facility owner shall
document that it has fully complied with its process for monitoring, notification, and analysis of
all trip operations. It shall also provide consistent documentation of all trip misoperations,
indicating the cause and those corrective actions that have been or will be taken. The facility
owner will be responsible for providing documentation of misoperations on a form, developed by
the SPCWG and supplied by SPP, with applicable attachments. These attachments shall
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include all voltage and sequence of events data relevant to the cause of the misoperation of
which is the basis for the documentation.

The facility owner shall maintain the documentation of all operations for a minimum of one (1)
year. The facility owner’s processes should include items such as:
1) Uniform format to the extent possible.
2) Content guidelines.
3) Requirements for periodic review.
4) Requirements for updating data.
5) Procedures for analysis of all trip misoperations.

7.5.5 Testing and Maintenance Procedures
Each facility owner shall have a documented maintenance program in place to test or the
means (i.e. self-testing microprocessor relays) to periodically check the functionality and
availability of the UVLS equipment in service. These tests shall be done based on the
manufacturers’ recommendation or, if less frequent, to maintain reliable operation. A facility
owner that tests on a less frequent basis than the manufacturer’s recommendation shall provide
written justification for such a change, if requested by SPP or NERC. The facility owner will be
responsible for maintaining and providing required maintenance data for its facilities for a
minimum of three (3) years. Each facility owner will provide updates to the SPP or NERC upon
request.

7.5.6 Periodic Review of Undervoltage Load Shedding Equipment
SPP members shall maintain a list of substations where UVLS equipment is located for all areas
including those designated as being critical by the Transmission Assessment and Operating
Reliability Working Groups. The facility owner will be responsible for providing required data on
forms developed by the System Protection & Control Working Group and supplied by SPP.
Each facility owner will provide updates to the SPP as requested. The SPP staff will maintain
and update the UVLS equipment database. The Transmission Assessment and Operating
Reliability Working Groups will review the database annually for additions and changes,
specifically checking for equipment as recommended in Section 7.5.3. The SPCWG will update,
if necessary, this UVLS Criteria every three (3) years.
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7.5.7 Requests for Undervoltage Load Shedding Data
SPP shall function as a requesting agent and clearing house for the collection of data on an as
needed basis when the request is not from an SPP member. Facility Owners shall provide
program information including equipment data within five (5) business days upon receipt of a
request with a copy of the requested information forwarded to the SPP. Facility owners shall also
provide documentation, within thirty (30) business days upon receipt of a request, relating to 1) all
misoperations within the requested time frame, 2) an implemented maintenance program, and 3)
an applicable technical assessment. SPP shall provide program information including equipment
data to NERC within thirty (30) business days upon receipt of a request. SPP members and NERC
staff may also formally request data from SPP members with a copy of the request forwarded to
the SPP. Such requests will be considered to be a request from SPP staff.

7.5.8 Coordination of Undervoltage Load Shedding Programs
The facility owners and operators of an UVLS program shall ensure that their programs are
consistent with Regional UVLS program requirements including automatically shedding load in the
amounts and at the locations, voltages, rates and times consistent with those Regional
requirements. When an undervoltage event occurs which is below the initializing set points of their
UVLS programs, the owners or operators shall analyze and document the event. Documentation
of the analysis shall be provided to SPP and NERC on request in the time frames established in
7.5.7.

7.6 AUTOMATIC RESTORATION OF LOAD
Following a disturbance when the frequency and voltage have stabilized, properly coordinated and
implemented programs for the automatic restoration of load can be useful to minimize the duration
of interrupted electric service. However, the design of such plans must ensure that the automatic
restoration of load does not impede the restoration of the interconnected bulk electric facilities
operated at 100kV or higher. After the automatic shedding of load by either underfrequency or
undervoltage relaying schemes has occurred, the interconnected bulk electric facilities must first be
stabilized with regard to both nominal frequency and voltage within appropriate limits prior to
arming an automatic restoration of load system. Also, sufficient spinning reserves must be
available such that the recreation of an underfrequency or undervoltage condition does not occur
when electric service is restored. Then automatic load restoration programs can be used to
effectively expedite the restoration of electric service to accommodate customer demands.
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7.6.1 Program Participants
Facility Owners who determine it beneficial to install equipment for the automatic restoration of load
(ARL) may do so. However, ARL schemes must coordinate with all protection as well as
underfrequency (UFLS) and undervoltage load shedding (UVLS) schemes for the reliable
operation of facilities operated at 100kV and above while not overloading any of these facilities.
Also, members who install such equipment shall meet all requirements of SPP and NERC to
ensure that the reliability of bulk transmission systems is maintained.

7.6.2 Operating Reserve And Principles
Available spinning reserves within SPP and each control area must be sufficient to serve the load
to be energized by ARL schemes before arming such schemes. To prevent the use of ARL
schemes when insufficient spinning reserves are available, ARL schemes shall be armed by
automatic generation control systems of which are operated by or are coordinated with the
appropriate control area(s). All generator governors and excitation equipment including voltage
regulators shall be kept in automatic service when ARL schemes are armed so that the spinning
reserve of available generating units may be used to their maximum capability for supplying real
and reactive power during restoration. Additional requirements for the application of programs
involving the automatic restoration of load are listed below.
a.

Whatever actions are planned or implemented by one member involving the
automatic restoration of load shall be coordinated with other members, SPP and
other Regions. All ARL programs shall coordinate with underfrequency and
undervoltage load shedding programs as well as ARL programs of other
members to maintain the reliability of the bulk transmission system operated at
100kV and above.

b.

An ARL system shall not be armed unless all pre-designated conditions are
satisfied within the control area unless a designated island or sub-area is
specified. Unless removed from service for testing and maintenance purposes,
an ARL system shall be automatically armed and remain so only when 1)
indication that an UFLS or UVLS scheme has operated, 2) the governor and
excitation systems of available generation are in the automatic mode, 3) spinning
reserves of available generation are greater than or equal to the real and reactive
power requirements of the pre-event load to be restored, adjusted to the
forecasted daily load curve and changes in diversity, plus incremental losses, 4)
7-26

April 27, 2010

Southwest Power Pool Criteria
an adequate system frequency has been achieved, 5) voltages throughout the
transmission system are within valid limits, 6) all intended transmission system
interconnects are closed, and 7) all intended breakers including those used for
islanding are closed. However, operators of an island or control area that has
separated from the remainder of the bulk transmission system may arm an ARL
system for this specific area if 1) a neighboring system(s) has not achieved or
maintained an adequate frequency or voltage levels within acceptable limits, and
2) all of the conditions specified above are met except that all intended
transmission system interconnects or islanding breakers may not be closed.
c.

The time intervals involved in the automatic restoration of loads is of extreme
importance. The restoration of too much load at one or over time relative to the
capacity of available generating units given their dynamic characteristics may
result in an unstable system. Therefore, loads to be automatically restored over
time shall not exceed the ramping capabilities of the available generation. Also,
upon being armed, ARL equipment shall restore load in multiple blocks by design
to minimize the possibility of causing an underfrequency or undervoltage
condition.

d.

When any portion of the generation required to serve restored load is physically
separated from the load by facilities within another control area, then adequate
facilities between the generation and load with sufficient capacity to transfer the
power shall be verified and applicable breakers shall be closed before the ARL
system is armed.

e.

Only those loads interrupted by UFLS and UVLS schemes may be restored by
ARL equipment. Therefore, if either a UFLS or UVLS scheme did not interrupt a
given load, then the use of ARL equipment shall not be used to restore the load.
When UVLS equipment is used to trip loads, then the local voltage shall be within
acceptable limits before the local ARL equipment energizes the load.

f.

The points at which the load is restored in a company area should be widely
dispersed. This can be accomplished at the sub-transmission and distribution
voltage level where the types of load and the increments of load to be restored
can be selected.

g.

Should the utilization of spinning reserve fail to adequately stabilize either
frequency or voltage in a control area or designated portion thereof after
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restoring service to loads, or portions thereof, controlled by ARL equipment, the
ARL equipment of said area shall be automatically disarmed. ARL schemes
shall be designed and installed to restore load only once before being rearmed
manually or by system operators via SCADA.

7.6.3 Location And Data Reporting
The determination of the number, type and location of ARL equipment will normally be the
responsibility of the facility owners based on recommendations by the owners’ or SPP’s studies.
The technical assessments of ARL applications conducted by or on behalf of the facility owner
shall validate the coordination with underfrequency and undervoltage programs within SPP and
other Regions as necessary. Facility owners shall provide information about these installations to
the SPP in accordance with NERC Standards within five (5) business days upon receipt of the
request. This information will be maintained in databases by the SPP staff for a period of at least
three (3) years. The SPP System Protection and Control Working Group (SPCWG) shall monitor
these databases as necessary. The Transmission Assessment Working Group and Operating
Reliability Working Group will review the databases as well as technical assessments conducted
by facility owners and recommend that equipment with adequate capabilities be installed, or
removed as necessary, at critical locations throughout the system as determined in power flow and
dynamic stability studies.

The specific data that is required in SPP’s circuit analysis models shall be maintained and
submitted to SPP by the facility owners or their designated representatives on an annual basis or
as otherwise required. This data shall include, but not be limited to, type of equipment, location,
breaker, minimum voltage and frequency thresholds, amount of load shed that is to be restored,
relay and breaker operating times, and any intentional delay of breaker closing. Also required will
be any related generation protection, tie-closing schemes, islanding schemes, or any other
schemes that are part of or impact the ARL programs.

7.6.4

Monitoring, Analysis And Notification Of Misoperations

Each facility owner shall have a process in place for the monitoring, notification, and analysis of
all ARL closing operations. Any of the following constitute a reportable ARL misoperation:
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1) Failure to close – Any failure of armed ARL equipment to initiate a close to the
appropriate circuit breaker when a local voltage and/or frequency level is greater
than or equal to applicable set points.
2) Slow Close – A correct operation of armed ARL equipment where the relay
system initiates closing slower than the system design intends.
3) Unnecessary Close By Unarmed Equipment – Any initiated closing of a circuit
breaker when all pre-designated conditions are not met.
4) Unnecessary Close, Other– The unintentional operation of an unarmed ARL
scheme that causes a circuit breaker to close when no event had previously
occurred. This may be due to vibration, improper settings, faulty relay, or human
error.

Documentation of all misoperations shall be provided to SPP and NERC within thirty (30)
business days of the request. Each facility owner shall document that it has fully complied with
its process for monitoring, notification, and analysis of all trip operations. It shall also provide
consistent documentation of all closing misoperations, indicating the cause and those corrective
actions that have been or will be taken. The facility owner will be responsible for providing
documentation of misoperations on a form, developed by the SPCWG and supplied by SPP,
with applicable attachments. These attachments shall include all voltage, frequency and
sequence of events data relevant to the cause of the misoperation of which is the basis for the
documentation.

The facility owner shall maintain the documentation of all operations for a minimum of
one (1) year. The facility owner’s processes should include items such as:
1) Uniform format to the extent possible.
2) Content guidelines.
3) Requirements for periodic review.
4) Requirements for updating data.
5) Procedures for analysis of all closing misoperations.

7.6.5 Testing and Maintenance Procedures
Each facility owner shall have a documented maintenance program in place to test or the
means to periodically check the functionality and availability of the ARL equipment in service.
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These tests shall be done based on the manufacturers’ recommendation or, if less frequent, to
maintain reliable operation. A facility owner that tests on a less frequent basis than the
manufacturer’s recommendation shall provide written justification for such a change, if
requested by SPP or NERC. The facility owner will be responsible for maintaining and providing
required maintenance data for its facilities for a minimum of three (3) years. Each facility owner
will provide updates to the SPP or NERC upon request.

ARL systems shall be functionally tested when initially placed in service, when modifications are
made, and at a frequency of no less than three (3) years to verify the dependability and security
aspects of the design. The maintenance and testing program of the ARL system should include
provisions for relay calibration, functional trip testing, communications system testing, and breaker
closure testing. All maintenance and testing shall be documented as described below:
1) Automatic Restoration of Load system identification.
2) Summary of testing procedures.
3) Frequency of testing.
4) Date last tested.
5) Results of last testing.

7.6.6 Periodic Review of Equipment
SPP members shall maintain a list of substations where ARL equipment is located for all areas
including those designated as being critical by the Transmission Assessment and Operating
Reliability Working Groups. The facility owner will be responsible for providing required data on
forms developed by the System Protection & Control Working Group and supplied by SPP.
Each facility owner will provide updates to the SPP as requested. The SPP staff will maintain
and update the ARL equipment database. The Transmission Assessment and Operating
Reliability Working Groups will review the database annually for additions and changes,
specifically checking for equipment as recommended in Section 7.6.3. The SPCWG will update,
if necessary, this ARL Criteria every three (3) years.

7.6.7 Requests for Data
SPP shall function as a requesting agent and clearing house for the collection of data on an as
needed basis when the request is not from an SPP member. Facility Owners shall provide
program information including equipment data within five (5) business days upon receipt of a
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request with a copy of the requested information forwarded to the SPP. Facility owners shall also
provide documentation, within thirty (30) business days upon receipt of a request, relating to 1) all
misoperations within the requested time frame, 2) an implemented maintenance program, and 3)
an applicable technical assessment. SPP shall provide program information including equipment
data to NERC within five (5) business days upon receipt of a request. SPP members and NERC
staff may also formally request data from SPP members with a copy of the request forwarded to
the SPP. Such requests will be considered to be a request from SPP staff.

7.6.8 Coordination of Programs
The facility owners and operators of an ARL program shall ensure that their programs are
consistent with Regional ARL program requirements including automatically restoring load in the
amounts and at the locations, range of voltages and frequencies, rates and times consistent with
those Regional requirements. When an undervoltage or underfrequency event occurs which
initiates the utilization of ARL programs, the owners or operators shall analyze and document the
event. Documentation of the analysis shall be provided to SPP and NERC on request in the time
frames established in 7.6.7.

7.6.9 Submittals For New And Modified ARL Systems
The owner of the ARL system shall notify SPP of its intent to install a new or modify an existing
ARL with sufficient lead time to allow for an orderly review by SPP’s working groups and
committees. This notification will include statements on whether misoperation or failure of the ARL
system would have local, inter-company, inter-area or interregional consequences, when the ARL
system is planned for service, how long it is expected to remain in service and whether the ARL
system will be designed according to all SPP operating requirements of the bulk transmission
system and NERC Standards. For a new or modified ARL system prior to installation of facilities,
three (3) copies of all applicable studies supporting the design requirements of the ARL system
and three (3) copies of a complete set of electrical design specifications, drawings and operating
plans shall be submitted to the SPP with this notification. The drawings shall include a
geographical map, a one-line diagram of all affected areas, and the associated protection and
control function diagrams. The documentation of the proposed system will include any special
conditions or design restrictions that exist in the proposed system.

The System Protection And Control, Transmission Assessment and Operating Reliability Working
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Groups will assess the ARL system’s conformance with all SPP operating requirements of the bulk
transmission system and NERC Standards. If necessary, the working groups will request that the
facility owner conduct additional studies and provide additional details of design specifications,
drawings and operating plans. The results of such compliance review shall be documented with all
recommendations that are deemed appropriate by the SPP and forwarded to the requesting party
normally within 120 days from the date of request. The recommendations of SPP shall be
completely incorporated into the design of the ARL.

A presentation will be made to appropriate working groups when a facility owner deviates from any
of the SPP operating requirements of the bulk transmission system and NERC Standards as well
as when a member system is in doubt as to whether the design meets these requirements. The
facility owner shall arrange for the technical presentation by advising SPP approximately four
months prior to the presentation and by providing copies of the materials to be presented 30 days
prior. The facility owner will advise appropriate working groups of the basic design of the proposed
system and include a geographical map, a one-line diagram of all affected areas, and the
associated protection and control function diagrams. The proposed system should be explained
with due emphasis on any special conditions or design restrictions that exist in the proposed
system. A presentation will also be made to appropriate working groups relating to new facilities or
a modification to an existing facility when requested by either a member system or a working
group.

7.7 Generation Control and Protection
The objectives of protective relaying and control schemes within generation facilities are to
promptly detect abnormal conditions and isolate or control equipment to minimize damage to
equipment. Some of these abnormal conditions which will result in an alarm or tripping of
generation include faults, overload, overheating, off-frequency, loss of field, motoring, singlephase or unbalance current operation, and out-of-step. The selection and settings of equipment
should not result in erroneous tripping for acceptable operating conditions or for faults outside
the intended zones of protection.

Generation Control and Protection Systems (GCP) must be coordinated with excitation and
governor controls to minimize generator tripping during disturbance-caused abnormal voltage,
current and frequency conditions. Therefore, protection and control schemes should be
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designed and installed with appropriate settings to provide a reasonable balance between the
need for the generator to support the interconnected electric systems during abnormal
conditions and the need to adequately protect the generator equipment from damage. All
reviews, monitoring and analysis of each generator, rated at 20MW or above, shall be
completed as described in Criteria 7.7.

7.7.1

Reviews Of Components And Systems

The owner shall conduct periodic reviews of the components and systems that make up the
generation protection system to assure that components and systems function as desired to
minimize outages. The design and implementation of all new protection schemes shall be in
accordance with IEEE and ANSI Standards, Guides and Recommended Practices as well as
NERC Standards and Guides. Should it be determined that the design and application of
protection equipment do not adhere to such requirements, then these findings, as a result of this
review, shall be documented including a plan for achieving the necessary results. These
reviews are to be completed as system changes dictate, or more frequently as needed based
on misoperations as identified in Criteria 7.7.2. The reviews should include, but not be limited
to, the following items:
1) Review of relay settings.
2) Current carrying capability of all components (Bus, cables, lines, CTs, breakers,
switches, etc.).
3) Interrupting capability of all components (breakers, fuses, etc.).
4) Breaker failure and trip schemes.

The design of protection systems, both in terms of circuitry and physical arrangement, should
facilitate periodic testing and maintenance. Generator protection systems should not operate
for stable power swings except when that particular generator is out of step with the remainder
of the system. Loss of excitation and out of step relays should be set with due regard to the
performance of the excitation system.

All underfrequency, overfrequency, undervoltage and overvoltage protection systems shall be
coordinated with system underfrequency and undervoltage load shedding schemes. Power
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plant auxiliary motors should not trip or stall for momentary undervoltage associated with the
contingencies as defined in Categories A, B and C of NERC I.A Standards unless the loss of the
associated generating unit(s) would not cause a violation of the contingency performance
requirements.

Redundant generator protection schemes are required for all new generator installations and all
re-powering projects where the generator is rated at 20MW or above. Redundant generator
protection schemes for the step-up transformer and the main auxiliary transformer (if any) are
not required but encouraged. Where redundant protection systems are being used, efforts
should be made to use separate current transformers, potential transformers, and DC control
power circuits to minimize the risk of both systems being disabled by a single event or condition.

The use of dual trip coils, if available, on both generator and unit circuit breakers are required
for all new generator installations at 20MW or above. The installation of breaker failure relaying
for generator and unit circuit breakers are also required for all new generator installations at
20MW or above. The addition of breaker failure relaying for all generator and unit circuit
breakers at existing sites is not required but encouraged.

7.7.2 Monitoring, Analysis And Notification Of Misoperations
Each facility owner shall have a process in place for the monitoring, notification, and analysis of
all generation protection trip operations. Any of the following constitute a reportable
misoperation of generation protection equipment and schemes:

1) Failure to trip – Any failure of a GCP system element to operate when a fault or
abnormal condition occurs within a zone of protection. (Note: Lack of targeting, such
as when a high-speed pilot system is beat out by a high-speed zone, is not a
reportable misoperation. If a fault or abnormal condition is cleared in the time
normally expected with proper functioning of at least one GCP system, failure of a
GCP system element is not a reportable misoperation.) to initiate a trip when
required.
2) Slow Trip – A correct operationAny failure of a GCP system element that is slower
than planned to operate when a fault or abnormal condition occurs within the zone of
protection. (Note: Delayed Fault Clearing, where a high-speed system is employed
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but is not essential for transmission system performance, is not a reportable
misoperation.) slower than the system design intends.
3) Unnecessary Trip During a Fault – Any unnecessary GCP system operation for a
fault not within the zone of protection. (Note: Operation as properly coordinated
backup protection for a fault in an adjacent zone that is not cleared within the
specified time for the protection for that adjacent zone is not a reportable
misoperation.) The unintentional operation of a GCP that causes a unit’s output to
be significantly reduced or causes the unit to trip when not required. This may be
due to any number of factors such as equipment failure, incorrect settings, and relay
misapplication.
3)4)

Unnecessary Trip Other Than a Fault – Any unnecessary GCP system operation

when no fault or other abnormal condition has occurred. (Note that an operation that
occurs during on-site maintenance, testing, construction and/or commissioning
activities is not a reportable misoperation.)

Misoperations occuring prior to synchronization need not be reported, but shall be investigated
and corrected to prevent possible misoperations when the unit is synchronized to the system.
Documentation of all protection misoperations shall be provided to SPP and NERC within thirty
(30) business days of the request.

Each facility owner shall document that it has fully complied with its process for monitoring,
notification, and analysis of all GCP trip operations. It shall also provide consistent
documentation of all GCP trip misoperations, indicating the cause and those corrective actions
that have been or will be taken. The facility owner will be responsible for providing
documentation of misoperations on a form supplied by SPP. When requested, supporting
documentation shall be provided and include all fault, disturbance, load and sequence of events
data relevant to the cause of the misoperation.

The facility owner shall maintain the documentation of all operations for a minimum of one (1)
year. The facility owner’s processes should include items such as:
1) Uniform documentation format to the extent possible.
2) Content guidelines.
3) Requirements for periodic review.
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4) Requirements for updating data.
5) Procedures for analysis of all trip misoperations.

7.7.3 Generation Protection System Maintenance And Testing Programs
Facility owners shall have a protection system maintenance and testing program in place. The
facility owner shall demonstrate full compliance to the program for protection system maintenance
and testing, demonstrating that all required activities have been completed on schedule. The
program shall be maintained and documented. The facility owner will be responsible for
maintaining and providing required data for each facility. Each facility owner will provide updates to
SPP or NERC within 30 days of a request.

The facility owner shall maintain the documentation of all maintenance and tests records for one
test period. Protection systems and their associated maintenance and testing procedures should
be designed to minimize the likelihood of personnel error, such as incorrect operation or
inadvertent disabling. Protection and control systems shall be functionally tested when initially
placed in service, when modifications are made, and at a frequency of no less than five (5) years to
verify the dependability and security aspects of the design.

Each facility owner shall periodically test the protection system components on a frequency as
needed to assure that the system is functional and correct. The maintenance and testing of
system components, i.e. relays, shall be completed based on the manufacturers’ recommendation
or, if less frequent, to maintain reliable operation but at least every three (3) years. A facility owner
that tests on a less frequent basis than the manufacturer’s recommendation shall provide written
justification for such a change, if requested by SPP or NERC. For newer GCP Systems with selfmonitoring, having SCADA reporting for a GCP failure, and with successful downloading or viewing
of data following operations, then such activity and application shall satisfy the testing and
maintenance procedure requirements.

The maintenance and testing program of the protection system should include provisions for relay
calibration, functional trip testing, and breaker trip testing. All maintenance and testing shall be
documented as described below:
1) Generation protection system identification.
2) Summary of testing procedures.
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3) Frequency of testing.
4) Date last tested.
5) Results of last testing.

7.7.4 Requests for Data
SPP shall function as a requesting agent and clearing house for the collection of data on an as
needed basis when the request is not from an SPP member. Facility Owners shall provide
program information including equipment data within five (5) business days upon receipt of a
request with a copy of the requested information forwarded to the SPP. Facility owners shall also
provide documentation, within thirty (30) business days upon receipt of a request, relating to 1) all
misoperations within the requested time frame, and 2) an implemented maintenance and testing
program. SPP shall provide program information including equipment data to NERC within five (5)
business days upon receipt of a request. SPP members and NERC staff may also formally
request data from SPP members with a copy of the request forwarded to the SPP. Such requests
will be considered to be a request from SPP staff.

7.7.5 Coordination of Programs
The facility owners and operators of a GCP program shall ensure that their programs are
consistent with Regional GCP program requirements effective January 1, 2002. When a
disturbance, fault, or misoperation occurs which initiates the utilization of GCP equipment and
schemes, the owners or operators shall analyze and document the event. Documentation of all
misoperations shall be provided to SPP and NERC on request in the time frames established in
7.7.4. Generator owners/operators shall have a generator protection system maintenance and
testing program in place.

7.7.6

Generation Protection Systems Criteria Updates

The SPCWG will update, if necessary, this Generation Control and Protection Systems Criteria
every three (3) years.

7.8 Generator Controls – Status and Operation
7.8.1 Generator Excitation System Control Operation
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All synchronous generators connected to the interconnected transmission systems shall be
operated with their excitation systems in the automatic voltage control mode (automatic voltage
regulator in service and controlling voltage) unless approved by the control area operator.

7.8.1.1 Reporting Procedures
Control Area Operators shall implement procedures that require Synchronous Generator
Operator/Owners to provide information to the Control Area Operator, SPP, and NERC upon
request (30 business days) concerning the generators’ automatic voltage control regulator. The
procedures shall include the following.

a. Summary report showing the number of hours each synchronous generator did not
operate in automatic voltage control mode during each calendar month. Information
shall be provided on the “Generator Owner/Operator Excitation System Summary
Report” supplied by SPP, if control area operator does not have its own form.
b. Detailed reports of the date, duration, and reason for each instance in which a
synchronous generator was not operated in the automatic voltage control mode for a
specific calendar month. Information shall be provided on the “Generator Unit Excitation
System Status Report” supplied by SPP, if control area operator does not have its own
form.
c. The Generator Owner/Operator shall retain the reports mentioned in (a.) and (b.) for a
period of 12 rolling months.

7.8.1.2 Exempt Generators
Control Area operators shall have criteria stating which generators may be exempt from these
procedures. Exemptions shall include the following.

a. Generator output less than 20MW
b. Other criteria as control area operator deems appropriate.

7.8.2 Generator Operation for maintaining Network Voltage
Synchronous generators shall maintain a network voltage or reactive power output as required
by the control area operator within the reactive capability of the units.
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7.8.2.1 Control Area Responsibilities
a. Each control area operator shall specify a voltage or reactive schedule to be maintained
by each synchronous generator at a specified bus and shall provide this information to
the generator owner/operator. Documentation of the information shall be provided on
the “Generator Owner/Operator Voltage Schedule Requirements” report supplied by
SPP, if the control area operator does not have its own form. This information shall be
made available to SPP and NERC on request (30 business days).
b. Each control area operator shall maintain a list of synchronous generators that are
exempt from the requirement of maintaining a network voltage or reactive schedule. The
list of exempt generators shall be made available to SPP and NERC on request (30
business days) and shall be supplied on “Control Area Operator’s List of Exempt
Generators” report supplied by SPP, if control area does not have its own form.

7.8.2.2 Generator Owner/Operator Responsibility
a. Synchronous generator owner/operators shall maintain the voltage or reactive output as
specified by the control area operator.
b. When requested by SPP and NERC, the synchronous generator owner/operator shall
provide (30 business days) a log that specifies the date duration, and reason for not
maintaining the established voltage or reactive schedule, along with approvals for such
operation received from the transmission operator. This information shall be provided on
the “Generator Unit Voltage Schedule Status Report” supplied by SPP, if control area
operator does not have its own form.

7.8.3

Generator Step-Up and Auxiliary Transformer Tap Settings

Generator step-up and auxiliary transformers shall have their tap settings coordinated with
electric system voltage requirements.

7.8.3.1 Reporting Procedures
Control Area operators shall implement procedures concerning the reporting and changing of
transformer tap settings. The procedures shall at a minimum include the following.

a. Owner/Operators shall provide current tap settings, tap setting ranges, and impedence
data for all Generator Step-Up (GSU) and Auxiliary Transformers to the control area
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operator, SPP, and NERC upon request (30 business days). This information shall be
supplied on ‘Generator Unit Transformer Tap Setting Report” supplied by SPP is control
area operator does not have its own form.
b. When tap setting changes are necessary, the control area operator shall notify generator
owner/operator with “Generator Unit Transformer Tap Setting Change Request” supplied
by SPP, if control area operator does not have its own report. In this report, tap setting
changes are specified along with a technical justification for the changes.
c. Generator Owner/Operators shall have a period of nine (9) months in which tap setting
changes must be made. After setting changes have been made, Generator
Owner/Operator shall supply new “Generator Unit Transformer Tap Setting Report” for
the affected generating station.
d. Criteria for Generating units whose GSU and AUX transformers would be exempted.
e. List of generating units that meet exemption criteria shall be documented on “Generation
Units Exempt from Tap Setting Reporting Procedures” report supplied by SPP, if Control
Area Operator does not have its own form.

7.8.4

Generator Performance during Temporary Excursions
7.8.4.1 Excursions in Frequency and Voltage

Generators shall be able to sustain temporary excursions in under frequency and over
frequency. The protective relay systems regarding these conditions shall be coordinated with
SPP system under frequency load shedding schemes.

SPP’s under frequency load shedding plan allows for three stages of load shed at frequencies
of 59.3, 59.0, and 58.7 Hz. The members shall shed 10% of their load at each stage in an effort
to stop the decline in frequency. Control Areas may elect to implement a fourth stage at 58.5
Hz which can call for the opening of tie-lines, removal of generating units from buses, additional
steps of load shedding, or the breakup of the transmission system into predetermined islands
with balanced amounts of generation and load in each island. Due to the structure of the under
frequency load shedding plan, it is necessary that generators be able to sustain frequencies to
at least 58.5 Hz so that the load shedding plan works as designed. Any generator that must trip
off line prior to system frequency declining to 58.5 Hz must have a block of load equal to the
generator’s output capability tripped at the same frequency as the generating unit.
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During Emergency and/or transient system conditions, all reasonable measures should be taken
to avoid tripping of the generator due to high or low voltage.

7.8.4.2 Excursions in Real and Reactive Power Output
Generators shall be able to sustain temporary excursions in real and reactive power output that
may occur during a period of declining frequency or voltage. For this reason, all generator
governors and automatic voltage regulators shall be kept in automatic mode as much as
practical. A generator shall not trip during stable power swings except when that particular
generator is out of step with the remainder of the system.

Generators shall be able to run at maximum rated reactive and real output according to each
unit’s Capability Curves during emergency conditions for as long as acceptable frequency and
voltages allow the generator to continue to operate.

7.8.4.3 Exempt Generators
Generators shall be exempt from this section if they meet the following criteria:
Generator output less than 20MW

7.8.5

Generator Voltage Regulator Controls and Limit Functions

Voltage regulator controls and limit functions (such as over and under excitation and volts/hertz
limiters) shall coordinate with the generator’s short term duration capabilities and protective
relays.

7.8.5.1 Reporting Procedures
Generator Owner/Operators shall provide control area, SPP, and NERC as requested (30
business days) with information that ensures generator controls coordinate with the generator
short term duration capabilities and protective relays. The information shall be supplied on the
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“Voltage Regulator Control Setting Status Report” as supplied by SPP is control area operator
does not have its own form.

7.8.6

Governor Control Operation

Prime mover control (governors) shall operate with appropriate speed/load characteristics to
regulate frequency. Governors’ speed regulation response shall be set such that a decrease in
system frequency causes the governor to respond by increasing the generator real power
output.

7.8.6.1 Reporting Procedures
a. Generator Owner/Operators shall provide control area, SPP, and NERC as requested
(30 business days) with the characteristics of the generator’s speed/load governing
system. Boiler or nuclear reactor control shall be coordinated to maintain the capability
of the generator to aid control of system frequency during an electric system
disturbance. Information shall be supplied on “Generator Governor Characteristic
Reporting” report supplied by SPP if control area operator does not have its own form.
b. Non-functioning or blocked speed/load governor controls shall be reported to control
area, SPP, and NERC on request (30 business days). Information shall be supplied on
“Non-Functioning Governor Control” report supplied by SPP if control area operator does
not have its own form.

7.9 Inter-Connection Revenue Metering

7.9.1 Meter Technical and Data Reporting Protocols
The protection design may also include various types and accuracies of metering and associated
equipment. The metering may include, but not be limited to, the following: local station or plant
annunciated / displayed metering, SCADA type operational metering exchanged among parties within a
station or plant, SCADA type station to control center metering used for operational purposes, control
center to control center ICCP type metering, and inter-connection revenue metering. These metering
types may or may not have specific SPP criteria requirements. Other metering design requirements may
need to be referenced when creating metering and protection design, especially those that include the
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control center to control center metering and revenue metering. SPP has specific functional and design
type requirements for Inter-Connection Revenue Metering.

7.9.2 Revenue “Meter Technical and Data Reporting Protocols” Cross Reference
The Southwest Power Pool (SPP) Market Working Group’s (MWG) Settlement Data and Meter Standards
Task Force (SDMSTF) subcommittee has jurisdictional control over the power plant and transmission
system “inter-connection settlement revenue metering”. The SPP System Protection and Control Working
Group (SPCWG) and other parties providing inter-connection settlement revenue metering designs in the
SPP area must refer to the MWG - - SDMSTF Market Protocol Document “Appendix D: Meter Technical
and Data Reporting Protocols” for inter-connection settlement revenue metering equipment design
requirements. Per the SPP Market Protocol Document, the inter-connection revenue metering design
requirements must be met for all new installations.
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Southwest Power Pool, Inc.
MARKETS AND OPERATION POLICY COMMITTEE
Recommendation to the Board of Directors
April 12-13, 2011
SPP Criteria 4.4.2 Revisions

Organizational Roster
The following members represent the Transmission Working Group (TWG):
Noman Williams (Chairman), Sunflower
Travis Hyde (Vice-Chairman), OG&E
Mo Awad, Westar Energy
John Chamberlain, CUS
Jason Fortik, LES
Ronnie Frizzell, AECC
John Fulton, SPS
Joe Fultz, GRDA
Dan Lenihan, OPPD
Randy Lindstrom, NPPD

Jim McAvoy, OMPA
Sam McGarrah, EDE
Matt McGee, AEP
Nathan McNeil, Midwest Energy
Alan Myers, ITC Great Plains
John Payne, KEPCo
Jason Shook, GDS Associates
Mitch Williams, WFEC
Harold Wyble, KCPL

Background
The definition of a summer shoulder for modeling purposes is the average summer day’s peak load level.
SPP’s description for summer shoulder has been defined as 85% of the summer peak load for many
years. With the addition of the Nebraska entities to SPP, they questioned the definition since northern
entities shoulder is typically 70% of summer peak loading. Since most of SPP is located in the southern
US, many utilities’ summer shoulder is closer to 85% load level.
The Multiregional Modeling Working Group (MMWG) summer shoulder definition’s is 70-80% summer
peak load level. This allows the different regions to model their summer shoulders appropriately based on
actual summer peak data. MDWG discussed this issue and agreed to change its definition to better align
with the MMWG. SPP’s proposed definition of summer shoulder would be 70-85% load level of summer
peak.
As part of their review, MDWG recognized the definition was in the SPP Criteria and asked TWG to
change the Criteria language. This new definition will also be integrated into the SPP MDWG Powerflow
Procedure Manual upon approval.
On March 1, 2011, TWG approved Criteria 4.4.2.1 revisions with one vote (AECC) against the motion.
AECC’s opinion is the following: “Over the years one of the most debated issues we have faced when
doing a study has been the issue of ‘what is in the models’. This change of removing specificity in the
Criteria will only increase the confusion of what is in the shoulder models. Moving from a fixed
percentage to each individual selecting a percentage within a window will only create an ambiguous
definition to something that was simple to understand and well served the purpose for which it was
intended.”
This revision will be applicable to the 2012 MDWG model building series.

Recommendation
The MOPC recommends the BOD approve the SPP Criteria 4.4.2.1 revision.

Approved:

Markets and Operations Policy Committee

April 12-13, 2011

Passed unanimously

TWG
Passed 18 for, 1 against

Action Requested:

Approve Recommendation

3/1/2011

SPP Criteria
4.4.2.1 Power Flow Models (as a part of the annual flowgate review process)
The power flow models to be used in the process will be based on the models developed
annually by the SPP MDWG. Application of the models will use the following season definitions.
The Summer Model will apply to June through September, the Fall Model will apply to October
and November, the Winter Model will apply to December through March and the Spring Model
will apply to April and May. Each of these seasonal models developed will represent peak
models. In addition, for the summer season only, a Summer Shoulder Case representing
approximately an 85% a reduced load level, as specified in the MDWG Powerflow Procedure
Manual, will be used in the determination process.

Southwest Power Pool, Inc.
MARKETS AND OPERATIONS POLICY COMMITTEE
Recommendation to the Board of Directors
April 12-13, 2011
SPP Criteria 4.3.5 Revisions

Organizational Roster
The following members represent the Transmission Working Group (TWG):
Noman Williams (Chairman), Sunflower
Travis Hyde (Vice-Chairman), OG&E
Mo Awad, Westar Energy
John Chamberlain, CUS
Jason Fortik, LES
Ronnie Frizzell, AECC
John Fulton, SPS
Joe Fultz, GRDA
Dan Lenihan, OPPD
Randy Lindstrom, NPPD

Jim McAvoy, OMPA
Sam McGarrah, EDE
Matt McGee, AEP
Nathan McNeil, Midwest Energy
Alan Myers, ITC Great Plains
John Payne, KEPCo
Jason Shook, GDS Associates
Mitch Williams, WFEC
Harold Wyble, KCPL

Background
In preparation for the NERC MOD-004 April 1, 2011 effective date, SPP has for many months been
creating ATC, TRM, and CBM supporting documentation for compliance purposes. As part of those
NERC MOD-004 requirements, SPP needed to have documentation on why and how Capacity Benefit
Margin (CBM) is calculated. Over the past year, the TWG has been debating how to treat CBM. If SPP
chooses to keep CBM, then SPP would need to develop a process to calculate CBM to meet the
standard’s requirements. If SPP chooses not to utilize CBM, the Criteria would need to be revised to
reflect this. As this MOD-004 Standard is effective April 1, 2011, TWG was forced to make a decision
quickly.
Analysis
TWG worked over the last year to determine if and how SPP should calculate CBM. Currently SPP sets
the CBM value to zero, and does not have a CBM calculation methodology. TWG has not developed a
methodology to calculate CBM and acknowledges it would take a large effort to create a methodology.
Also during development of the CBM supporting documentation, TWG identified a conflict on the use of
CBM between the SPP Tariff and SPP Criteria. Currently SPP Tariff states in Attachment C that SPP
does not utilize CBM. SPP Criteria states that people can request CBM through the TWG, but by default
the value is zero. This item was brought to the MOPC’s attention in December 2010 and action item 150
was created: ORWG, RTWG, & TWG to resolve the conflict between the Tariff and Criteria about CBM.
To resolve this issue between tariff and criteria and to be compliant with the NERC MOD-004 standard,
TWG agreed to change Criteria 4.3.5 to state that SPP does not utilize CBM. This will make the Tariff
and Criteria consistent and allow members to be compliant with the MOD standard. In the future, TWG
may change this process knowing that a CBM calculation methodology would need to be created first.
On March 25, 2011, TWG approved the Criteria 4.3.5 revisions unanimously. ORWG reviewed TWG’s
suggested changes and agreed the changes were reasonable.

Recommendation
The MOPC recommends the BOD approve the SPP Criteria 4.3.5 revisions.

Approved:

Markets and Operations Policy Committee

April 12-13, 2011

Passed unanimously

TWG
Passed Unopposed

Action Requested:

Approve Recommendation

3/25/2011

4.3.5 Capacity Benefit Margin (CBM)
CBM on a Flowgate basis is the amount of Flowgate capacity reserved by load serving
entities to ensure access to generation from interconnected systems to meet generation
reliability requirements.

SPP will use a probabilistic approach for Regional and sub-regional Generation
Reliability assessments. These assessments will be performed by the SPP on a biennial
basis. Generation Reliability assessments examine the regional ability to maintain a
Loss of Load Expectation (LOLE) standard of 1 day in ten years. The SPP capacity
margin Criteria requires each control area to maintain a minimum of 12% capacity
margin for steam-based utilities and 9% for hydro-based utilities. Historical studies
indicate that the LOLE of one day in ten years can be maintained with a 10% - 11%
capacity margin. As a normal practice, default values for SPP does not utilize CBMCBM
will be zero for calculations of ATC for some or all of the following reasons:
• the existing level of internal capacity margin of each member is adequate
• historical reliability indicators of transmission strength of the SPP area
• Open Access transmission usage environment allows greater purchasing
options
Since SPP does not utilize CBM for any flowgate within the SPP footprint, the CBM
value used in any calculations will be zero.
Flowgate owner requests for additional CBM may be submitted at any time for
consideration at the next TWG meeting. The submittal should include written
justification and rational for the requested additional CBM. The TWG shall have
authority to reject or grant such requests.
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Southwest Power Pool, Inc.
MARKETS AND OPERATIONS POLICY COMMITTEE
Recommendation to the Board of Directors
April 12-13, 2011
TRR 033 – Modifications to the GIA Consent to Assignment Letter

Organizational Roster
The following persons are members of the Regional Tariff Working Group:
Dennis Reed, WR (Chair)
Charles Locke, KCPL (Vice-Chair)
Carrie Cooper, ETEC
Bill Dowling, Midwest Energy
Tom Hestermann, Sunflower
Rob Janssen, Dogwood
David Kays, OGE
Lloyd Kolb, Golden Spread
Rich Kosch, LES
Brett Leopold, ITC Great Plains

Tom Littleton, OMPA
Bernie Liu, Xcel
Paul Malone, NPPD
Adam McKinnie, MoPSC
Robert Pennybaker, AEP
Robert Shields, AECC
Bary Warren, EDE
Mitch Williams, WFEC
Heather Starnes, SPP
Katy Onnen, SPP (Secretary)

Background
In recent months, SPP’s internal Legal department has been receiving requests from Interconnection
Customers for a written consent to assign their Generation Interconnection Agreement (GIA). SPP Legal
desires a more descriptive pro forma agreement in the OATT in order to prevent them from having to
negotiate with each Interconnection Customer individually when consent to assign a GIA is requested.
Matt Harward, SPP, introduced the proposed language during the RTWG meeting on February 3, 2011.
The RTWG asked for some additional details to be added to the language. The revised language was
added and proposed to the RTWG at their March 31, 2011 meeting. The RTWG unanimously approved
the language with some minor revisions at the same meeting.
Analysis
The purpose of the proposed language is to create a pro forma Consent to Assignment of a GIA.
Clarification is also made with regards to the Section of the GIA in which the Consent to Assign is
allowed.
Instead of remaining Attachment B to Appendix 2 to the Generator Interconnection Procedures, this letter
will be moved to Appendix 12 to the Generator Interconnection Procedures.
Recommendation
The MOPC recommends that the BOD approve the Tariff changes.
Approved:

Markets and Operations Policy Committee

April 12-13, 2011

Passed unanimously
Regional Tariff Working Group
Passed unanimously
Action Requested:

Approve Recommendation

March 31, 2011

Attachment B to
Appendix 212 to the Generator Interconnection Procedures
CONSENT TO ASSIGNMENT OF GIA GEN-

-

DATED [______________]

Date

Addressee
Address
RE: Consent to Assignment
To Whom It May Concern:
(Southwest Power Pool, Inc. (“Transmission Provider”) and [_______________] (“Transmission
Owner”) haves been asked to provide expresswritten consent to the assignment of that certain
Generator Interconnection and Operating Agreement (the Agreement) GEN- entered into
on (date) with ([date] among Transmission Provider, _____________________
(“Interconnection Customer).”) and Transmission Owner (the “GIA”)*. Pursuant to Article 11 of
that Agreement, (Transmission Provider) acknowledges that (Section 19.1 of the GIA,
Interconnection Customer desires to assign GIA to [______________] (“Assignee”), and
Assignee desires to assume the GIA.
Consistent with Section 19.1 of the GIA, Interconnection Customer represents to Transmission
Provider and Transmission Owner that Assignee shall take assignment of the GIA and the related
Interconnection Request number and queue position subject to the terms and conditions provided
in the GIA, and the terms and conditions governing interconnection procedure and queue
position contained in SPP’s Open Access Transmission Tariff (“OATT”), including but not
limited to, all performance obligations, responsibilities and liabilities. Upon assignment of the
GIA, Interconnection Customer will notify the Transmission Provider and Transmission Owner
of the assignment.
Further, to the knowledge of the undersigned representative of
Interconnection Customer, after due inquiry, no default exists in the performance of
Interconnection Customer’s obligations under the GIA.
Transmission Provider and Transmission Owner acknowledges that Interconnection Customer)
has the right to assign the AgreementGIA, either as a general assignment of the GIA or for
purposes of obtaining financing, and does hereby expressly consent to such an assignment.
Interconnection Customer assigns the GIA and Assignee takes assignment subject to the
provisions of Article 1119.1 of the Agreement. (GIA. In granting consent, neither Transmission
Provider) nor Transmission Owner makes noany other acknowledgments, representations or
warranties as to (Customer) or its business operationsof any kind.

This Consent to Assignment may be executed in one or more identical counterparts, including an
electronic or facsimile copy hereof (and specifically including counterparts executed by the
individual parties to indicate acknowledgement and agreement), each of which when executed by
any one party and delivered to the Interconnection Customer shall be deemed an original and all
of which taken together shall constitute a single instrument.
ACKNOWLEDGED AND AGREED
Southwest Power Pool, Inc.

[Transmission Owner]

By:___________________

By:___________________

Name: ________________

Name: ________________

Title: _________________

Title: _________________

Date: _________________

Date: _________________

[Interconnection Customer]
By:___________________
Name: ________________
Title: _________________
Date: _________________

* The Agreement may have been executed under an older version of the pro forma OATT; therefore it
may be identified as a Large Generator Interconnection Agreement.

Regards,

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

April 5, 2011

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 $2,230 1 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:

1

2007

2008

2009

2010

2011

Maximum Contribution (tax deductible)
Minimum Contribution
Actuary Suggested Contribution
Actual Contribution

$5,257
1,014
2,093
2,500

$3,394
0
2,377
2,500

$13,100
0
3,121
3,000

$7,267
0
3,173
3,122

$9,214
2,230
3,132

Projected Benefit Obligation (PBO)
Accumulated Benefit Obligation (ABO)
Fair Value of Plan Assets
Discount Rate 2

$16,424
12,098
13,045
7.00%

$17,112
12,786
11,023
6.50%

$20,064
15,211
17,822
6.50%

$23,862
18,104
23,536
6.75%

Funded Status vs. PBO
Funded Status vs. ABO

-$3,379
947

-$6,098
-1,763

-$2,242
2,611

-$326
5,758

6.50%

All dollar amounts expressed in thousands
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.
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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 postretirement benefit cost as a proxy for determining the amount of contribution to the plan annually.
2007

2008

2009

2010

Actual Contribution
Pension Cost

$629
629

$586
586

$633
633

$511
511

Accumulated Benefit Obligation (ABO)
Fair Value of Plan Assets

$4,046
$4,363

$4,359
$3,625

$4,640
$5,228

$5,298
$6,440

Funded Status vs. ABO

$317

-$734

$588

$1,142

Plan Participants – Active
Plan Participants – Retired

178
2

164
2

158
2

149
4

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

Approved:

Finance Committee

Action Requested:

Approve Recommendation

April 5, 2011

Compliance
Support Services
March 30, 2011

Philip Propes
Director, Compliance

Compliance Support Services:

COMPLIANCE REVIEWS
Anticipated Availability Date: Immediate (In-House Reviews)
May 1, 2011 (On-Site Reviews)

3

Compliance Reviews - Purpose
•

Assist members and registered entities by impartially
evaluating their compliance readiness.

•

Provide objective, external reviews of processes,
documentation, and compliance evidence.

•

Provide feedback and formal recommendations to
members and registered entities.

•

Share industry best practices and examples where
applicable.

•

In-House and On-Site service options are available.
4

Service Option 1: In-House Reviews
•

These reviews will involve the submission of member
RSAWs, documentation, and evidence for SPP
Compliance staff review.
–

Features of In-House Reviews:


Broader scope, less detail



Documentation review



Review of compliance plans, processes



General evidence review



Possible teleconference discussion



Formal report of recommendations, potential weaknesses

*Expect to receive recommendations tailored at an overview level.
5

Service Option 2: On-Site Review
•

These reviews will involve an on-site visit by SPP
Compliance staff to more actively engage in a mock
review/audit exercise.
–

Features of On-Site Reviews:


Narrower in scope, but more focused and detailed



Limited to standards and requirements in current CMEP



Formalized agenda and scope established prior to visit



Review of specific plans, processes, and evidence



Opportunity for your SMEs to gain audit experience via
question and answer sessions, simulating a live audit



Formal report of recommendations, potential weaknesses

*Expect to receive more comprehensive recommendations.

6

Compliance Review Process
1. Establish Formal Review Plan


Establishment of review type, agenda, scope, target areas

2. Data Collection


Request and receipt of compliance data (based on review type)

3. Evidence Review


Staff review of collected compliance data (based on review type)

4. Recommendations Report


Creation and delivery of formal review report to entity

5. Next Steps/Follow-up


Defined, scheduled opportunity to discuss review and associated
recommendations with entity



Formal conclusion of review, to include entity feedback
7

Participation Costs
•

SPP Members:
–

In-House Reviews:


–

On-Site Reviews:



•

No charge, complimentary service
No charge, complimentary service
Based on budget availability

Non-Member Registered Entities:
–

In-House Reviews:


–

No charge, complimentary service

On-Site Reviews:


To participate, the non-member must reimburse travel
expenses for SPP staff.
8

Compliance Review Limitations
1. Reviews will be scheduled and provided on a first come,
first served basis.


Please consider review type desired, potential focal areas, and
desired timelines

2. SPP Member Companies will be given precedence for
reviews, but other non-member registered entities are
able to participate.
3. The number of on-site reviews will be limited by SPP
staff and funding availability.


On-site review requests will be more thoroughly evaluated.

4. In-house reviews will be more widely available.
9

Requesting a Compliance Review
1. Send email to SPPRTOCompliance@spp.org or call April
Brooks directly at 501.688.1641.


Please consider review type desired, potential focal areas, and
desired timelines

2. Your entity will be placed on the Compliance Review
schedule for a follow-up call.


Discussion of review type, scope, and schedule availability



Overview of process will be provided

3. Once scheduled, other important dates will be provided.


Submission deadlines, visit dates, report due dates

10

Compliance Support Services:

COMPLIANCE COMMUNICATIONS
Anticipated Availability Date: Immediate (Both Lists)

11

Compliance Distribution Lists
•

A private SPP Compliance Distribution List has been
created to share information with registered entities.

•

Please contact the SPP Compliance Department via
e-mail to register.
–

SPPRTOCompliance@SPP.ORG

•

A public SPP Compliance Exploder has also been
created for public information distribution.

•

Register via the SPP website by selecting “SPP
Compliance Contacts” from the available lists.
–

http://www.spp.org/exploder.asp
12

Compliance Support Services:

COMPLIANCE SUPPORT SITE (CSS)
Anticipated Availability Date: April 15, 2011 (Phase 1 - Testing)
May 1, 2011 (Initial Roll-Out)
June 1, 2011 (Full Availability)
13

Compliance Support Site (CSS)
•

Envisioned Functionality:
–

A SPP-moderated forum where members, registered
entities and SPP staff could hold threaded discussions.

–

An area where users could download documents such
as evidence templates, public reports, etc.

–

A Q&A section where user-submitted questions could
be answered by experts, and subsequently searched by
other users.

–

Users could receive notification of updates by e-mail,
RSS, Twitter or other methods.

14

Compliance Support Site (CSS)
•

Possible Additional Functionality:
–

Private forums where discussions could be held with a
limited audience.

–

Blogs where experts could post information relevant to
the users in general.

–

Ability to create surveys to allow users to provide
information to SPP.

–

Voting module to allow a group to vote on a particular
topic.

–

Segmented environments for use by specific working
groups, task forces, or drafting/comment teams.
15

Compliance Support Site (CSS)
•

Example of a forum screen

16

Compliance Support Site (CSS)
•

Example of a download screen

17

Compliance Support Site (CSS)
•

Example of a blog entry

18

Compliance Support Services:

MEMBER COMPLIANCE GROUP
Anticipated Availability Date: 3rd Quarter, 2011

19

Member Compliance Group (MCG)
•

The Member Compliance Group was contemplated as
means to facilitate SPP RE and Member compliance
discussions.
–

Scheduled and facilitated by SPP Compliance
Department staff

–

Composed of selected member representatives

–

Primary functions would be to act as an intermediary
body between SPP RE staff and collective members and
registered entities.

–

Will provide a forum for the non-attributable discussion
of process questions and concerns
20

Member Compliance Group (MCG)
•

Forum Feedback:
–

Would the MCG provide value to members?

–

Would attendees be willing to participate?

–

Would you be willing to respond to an interest survey?

–

What method(s) would be used to populate the group?

21

Compliance Support Services
•

Wrap-Up
–

Ongoing Review of Prior Member Support Requests

–

Prioritization of Member Support Requests

–

Additional Updates?

22

Additional Assistance
•

SPP Compliance Department Mailbox:
–

•

SPPRTOCompliance@spp.org

Member Support Contact:
April Brooks
501-688-1641
abrooks@spp.org

•

Additional Compliance Support:
Philip Propes
501-614-3255
ppropes@spp.org

23

Annual State of the
Market Summary
and Conclusions ‐
Board of Directors
April 26, 2011
Alan McQueen
amcqueen@spp.org ∙ 501.614.3306
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2010 Market Summary
•

Overall, EIS market performed well

•

p
some significant
g
localized areas of
Market experienced
congestion

•

No evidence of market power abuse

•

Market contains large amounts of excess capacity
which does not encourage investment

•

SPP exploring interregional issues

•

Integrated Marketplace Design accomplished goals

3

OVERALL, MARKET PERFORMED
WELL
4

2

SPP Prices Competitive Compared to
Neighboring Regions

5

SPP Volatility Low Compared to Neighboring
Regions

6

3

Other Performance Indicators Suggest Healthy
Market
Positive trends
•

Total available ramp increased slightly

•

Ramp deficiencies down overall

•

Steady decline in self‐dispatched generation

•

Decline in RNU

One concern
•

Dispatchable range still following an overall downward
trend but the rate of decline has slowed
7

MARKET EXPERIENCED SIGNIFICANT
LOCALIZED AREAS OF CONGESTION
8

4

Significant Price Spread between MPs
2010 Average Annual Price by Market Participant

9

Localized Areas of Congestion Apparent
Principal Congested Flowgates by Area

Region

Flowgate Name
RANPALAMASWI

Average Hourly
Shadow Price
($/MWh)
$23.83

Texas Panhandle

OSGCANBUSDEA

$23.09

16.40%

SHAXFRTUCOKU

$4.36

3.00%

NEOCOLNEODEL

$10.45

4.30%

LONSARPITVAL

$11.36

2.70%

LAKALASTJHAW

$9.94

1.60%

SE Kansas
SE Oklahoma
Kansas City Area

Total % Intervals
(Breached or
Binding)
15.30%

PLAKCISTRCRA

$9.27

1.40%

LAKALAIATSTR

$7.70

1.80%

Wichita Area

ELPFARWICWDR

$7.50

4.30%

SW Kansas

HOLPLYHOLSPE

$6.31

1.90%
10

5

Local Congestion Reflected in Regional Prices
Price Contour Map
500 kV
345 kV
230 kV
161 kV
138 kV
115 kV
69 kV

Tulsa

Oklahoma City

11

NO EVIDENCE OF MARKET POWER

12

6

Overall, Market is Very Competitive
HHI for Total Generation
Capacity

HHI for Uncommitted
Capacity

Year

HHI

Year

HHI

2007

1,190

2007

969

2008

1,276

2008

1,133

2009

970

2009

883

2010

954

2010

810

<1000 = competitive or unconcentrated
Between 1000‐1800 = moderate concentration
>1800 = highly concentrated market
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Offer Cap Impact on Prices is Almost Non‐existent
Effect of SPP Offer Caps
Month
Jan‐10
Feb‐10
Mar‐10
Apr‐10
May‐10
Jun‐10
Jul‐10
Aug‐10
Sep‐10
Oct‐10
Nov‐10
Dec‐10
2010 Average

% Market Power
Intervals
9.44%
6.80%
10.61%
7.58%
9.01%
11.78%
16 21%
16.21%
21.42%
13.48%
8.97%
6.66%
11.27%
11.17%

% Mitigated
Intervals
0.000000%
0.000100%
0.000100%
0.000800%
0.000500%
0.000800%
0 000100%
0.000100%
0.001400%
0.000200%
0.000000%
0.000000%
0.000100%
0.000338%

14
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SIGNIFICANT EXCESS CAPACITY DOES
NOT ENCOURAGE INVESTMENT
15

Excess Capacity Continues to Grow
Annual Peak Demand (MW)
70,000
60,000
,
50,000
40,000
30,000
20,000
10,000
0

Annual Total Capacity (MW)
70,000
60 000
60,000
50,000
40,000
30,000
20,000
10,000
0

2007

2008

2009

2010

2007

Year

Reserve Margin

2007

29%

2008

29%

2009

37%

2010

30%

2008

2009

2010

16

8

Wind Capacity Continues to Increase
Wind Capacity and Generation
4,000

2,000

3,500

Wind Capacity (MW)

2,500

1,000

2,000

1,500

1,000

Wind Generation (GWh)

1,500

3,000

500

500

0

0

Wind Capacity (MW)

Wind Generation (GWh)

17

CONCLUSIONS

18

9

Conclusions
Positive Market Developments
•

p
g well
Overall,, market performing

•

Integrated Marketplace design accomplished goals

Pressing Issues
•

Price separation between market participants

•

Interregional issues

19
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2010 State of the Market
Draft
SPP Market Monitoring Unit
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Disclaimer
The data and analysis in this report are provided for informational purposes only and shall not be
considered or relied upon as market advice or market settlement data. Southwest Power Pool, Inc.
(“SPP”) makes no representations or warranties of any kind, express or implied, with respect to the
accuracy or adequacy of the information contained herein. SPP shall have no liability to recipients of
this information or third parties for the consequences arising from errors or discrepancies in this
information, for recipients’ or third parties’ reliance upon such information, or for any claim, loss or
damage of any kind or nature whatsoever arising out of or in connection with (i) the deficiency or
inadequacy of this information for any purpose, whether or not known or disclosed to the authors,
(ii) any error or discrepancy in this information, (iii) the use of this information, or (iv) any loss of
business or other consequential loss or damage whether or not resulting from any of the foregoing.
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Executive Summary
A. Purpose
The Market Monitoring Unit (MMU) is the independent market monitor for the Southwest Power Pool
(SPP) Regional Transmission Organization (RTO), and it provides an annual report on electricity market
conditions to the SPP Board of Directors, the Federal Energy Regulatory Commission (FERC), the SPP
Regional State Committee, and any other interested stakeholder. FERC requires State of the Market
Reports from all RTO and Independent System Operator MMUs; this report fulfills that obligation.
This report provides an overview of:
• Supply and demand conditions in the SPP footprint
• SPP Energy Imbalance Service (EIS) Market results
• Transmission service markets
• MMU conclusions and recommendations

B. Overview of the SPP Footprint
Electricity Supply and Demand
In 2010 the EIS Market footprint’s peak electric demand was a record 45,373 MW, an increase of
approximately 14% from 2009. This substantial increase in peak demand was primarily caused by
weather-driven load requirements and the entry of new Market Participants after the summer peak of
2009. Excessively hot weather occurred throughout the SPP region during July and August of 2010,
driving peak demand well above historical levels.
Total 2010 energy production was approximately 223 million MWh, an increase of approximately
13% from 2009. Total load during several month set new records for demand. The principal driver
of this increase was pervasive hot weather in most of the SPP region during the summer months and
the addition of new Market Participants that were not present for all of 2009.
Total year end 2010 generating capacity was 64,787 MW, an increase of 2.8% or 1,774 MW from
2009; over half of the additional capacity came from coal-fueled generation facilities, followed by
wind generation facilities.
SPP has a significant resource margin. The region’s total annual generating capacity compared to
peak demand results in the SPP resource margin: the amount of extra system capacity available after
peak load has been served. In 2010, the reserve margin was almost 32%. This healthy resource
margin can have positive implications for both reliability and for mitigation of the potential exercise
of market power within SPP.
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Generation Interconnection
As of the end of 2010, SPP had 140 active generation interconnection requests representing
25,892MW of potential generation under study. The vast majority of the queued interconnection
requests represent wind resources, at 19,902MW. Gas generation was a very distant second with
2,856MW under study, and coal generation trails at 2,810MW. Generation in the interconnection
queue does not represent the actual generation under construction. It does however serve as a gauge
of interest in the construction of new generating facilities in the SPP region.

Generation and Transmission Outages
Generation and transmission facilities experience outages when they are unavailable for use by the
SPP system. Maintenance outages occur when a facility is scheduled to be out of service; these
outages are typically coordinated with SPP. Forced outages occur when an unforeseen situation
requires the facility to be removed from service.
In 2010, generation outages followed the expected trend of increased forced outages in the summer
peak months and increased maintenance outages during the shoulder months. Transmission outages
followed a similar pattern; there were substantially fewer transmission outages during summer
compared to the shoulder months.

C. EIS Market Results
Market Activity
In an imbalance market, a Market Participant makes a sale when (a) it generates more than it
scheduled and/or (b) its actual load is less than it scheduled. Similarly, a Market Participant makes a
purchase when (a) it generates less than it scheduled and/or (b) its actual load is more than it
scheduled.
Total imbalance electric energy in the 2010 SPP EIS Market, measured by both sales and purchases,
declined by approximately 3%. This decline may appear contradictory to the record system demand
and load; however, energy imbalance is not necessarily correlated with extreme loading events, but
is instead correlated with unaccounted for changes in load and resource scheduling.

Market Prices
Electricity prices are a result of electricity supply and demand and the ability of the transmission
system to move electricity from generators to loads. This report includes two separate views of
prices: price comparisons with neighboring regions and price comparisons among SPP EIS Market
Participants.
SPP prices are consistent compared to system prices from the Electric Reliability Council of Texas
(ERCOT), and the Midwest Independent System Operator (MISO). SPP’s yearly average price of
$31.36 is slightly lower than MISO’s $31.86, and well below ERCOT’s $35.49. Price equalization
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between these regions is not realistic, but relative prices are similar to each other, indicating the three
regional markets are yielding comparable results.
The second views of EIS Market prices assess price differentials between SPP Market Participants.
While the SPP regional price was $31.36, average Market Participant prices ranged from a low of
$25.45 to a high of $35.18. These price differences reflect transmission congestion and transfer
limitations across the SPP footprint. If there was no congestion in the SPP region, the prices at all
points would be identical. A review of high Market Participant price differentials reveals areas that
would most benefit from additional transmission capacity. In areas where significant differentials
exist, additional development would help create parity by encouraging the total transfer of energy,
yielding efficiency gains.

Revenue Adequacy (Cost Recovery Determination)
Revenue adequacy is a metric that calculates whether expected revenue from a new generating
facility is sufficient to recover the annualized cost of constructing a generator and achieving a
reasonable rate of return on the investment. This metric considers Locational Imbalance Prices (LIP)
and determines if the new generator would have been profitable had it been in service.
In 2010, LIP values did not indicate that it would make purely economic sense to have constructed
new generating facilities, even in constrained areas where prices tend to be higher than average. In
the near-term, the large resource margin and abundance of lower-cost gas (which allows for
continued low prices) precludes the rationale for further generation investment in the SPP system
based on pure economics.

Fuel Type
Understanding the SPP system’s fuel types is vital to understanding the EIS Market’s existing
generating capacity and pricing structure. Moreover, by analyzing the fuel structure, conclusions
can be drawn regarding the impact of proposed environmental legislation, as well as reliability
implications if a particular fuel type was to be removed from service.
The generation by fuel type metric considers the diversity of fuel types used in the SPP region. In
2010, coal accounted for 62% of all generation in the SPP EIS Market footprint, natural gas was a
distant second with 22%, and nuclear facilities were third with slightly less than 10%. Intermittent
resources, in the form of run-of-river hydro and wind, accounted for slightly more than 5% of total
generation.
In the SPP EIS Market the marginal resource sets the system price. Analyzing the marginal
resource’s fuel type provides information about expected system prices. In 2010, coal was on the
margin approximately 38% of the time. This means that 38% of the time gas units were at
minimums and coal generation was required to move to meet changes in total system demand.
Natural gas was on the margin 62% of the time, indicating that coal units were at maximum and that
gas generation was required to serve changes in system load. Using the above data, system prices
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should reflect marginal costs from coal and natural gas generators in roughly the same proportions as
indicated by their marginal time.
The fuel type metrics also provide a review of wind generation in the EIS Market. In 2010 there
were approximately 4,000 MW of wind capacity, which produced approximately 10,000 GWh of
energy or 4.8% of the system total. This is an 11% increase from 2009 and a 40% increase from
2008. Wind development in the region is substantial and is becoming an important issue to monitor.

Market Participation
The ways in which a Market Participant participates in the market has significant impact on the
overall efficiency of the market. The metrics of the Market Participation section provide an
understanding of the market’s dynamic and interconnected nature. Common metrics that describe
market participation include analysis of dispatchable range, ramp rates, and status type use. Results
of this type of analysis may indicate problems with market design, appropriate price signals,
educational opportunities, or the need for operational improvements.
Dispatchable Range - The area between minimum and maximum dispatch values in which the
Market Operating System can move the resource to support changes in supply and demand is known
as its dispatchable range. If this aggregate area is small, the market will have a more difficult time
balancing total demand with supply, which could lead to market insufficiencies or ramp shortages. In
2010, the dispatchable range average was 36.4%, a decrease from 38.5% in 2009 and 40.8% in 2008.
This noticeable downward trend is a concern. As the market’s dispatchable range contracts, its
ability to respond to changing conditions diminishes. The MMU encourages all parties to analyze
this issue and determine if the dispatchable range of Market Participants’ resources can be increased.
Ramp Rate – The ramp rate is the amount a generator can move to change its output on a minuteby-minute basis. The aggregate of resource ramp rate is the total amount of generation change that
can be achieved in a given interval. The 2010 average per-minute ramp rate was 276 MW, an
increase of 14% from 2009. This increase is an encouraging result; however there are still
occurrences of ramp deficiency.
Status Type Use – Another way to measure the ability of the market to adjust to changes is to
analyze generators’ resource status types. Resources in “available” status for market dispatch offer
the most flexibility by allowing dispatch capability and setting the market clearing price. In 2010,
resources available for market dispatch accounted for 77% of all generation, comparing favorably to
78% in 2009 and 79% in 2008. Resources in “manual” status accounted for 11% of total generation,
a slight increase from 10% in 2009 and 2008. Generation from nuclear facilities, while technically
available, has virtually no dispatch capacity and is treated as a subset of “available” status. Nuclear
generation in 2010 was 9% of the total, up from 8% in 2009 and 5% in 2008.
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Market Power Mitigation
SPP is required by its Tariff provisions to have two offer capping programs. The SPP offer cap
program screens Market Participants’ price offers based on their respective congestion and locationspecific fuel costs. This offer cap is implemented for impacting and affiliate resources, only when
the system is congested. The offer cap limits offers from Market Participant resources when
constrained conditions create prices that would unduly benefit generation from affiliated resources.
In 2010, only .036% of resource intervals were dispatched near the SPP offer cap.
The FERC cap, an absolute maximum bid cap, serves to limit the maximum bidding allowed into the
EIS Market. This cap is currently $1,000. In 2010, resources were dispatched near this cap .0046%
of the time.

Market Power Monitoring
The SPP MMU has been expressly charged with monitoring for instances of market power and
developing various screens and tools that aid in the identification of potential market power abuses.
A common measure of relative market power is the Herfindahl-Hirschman Index (HHI). The HHI is
the sum of the squares of market shares for all EIS Market Participants, and shows relative
concentration within the market. The traditional threshold values of the HHI are:
• <1000: Low concentration and little possibility of market power abuse
• Between 1000 and 1800: moderate concentration and medium probability of market power
• >1800 (traditional markets) >2500(electric markets): High concentration and increased
probability of market power
In 2010, the HHI was 909, a slight decrease from 932 in 2009, and a marked decline from 1466 in
2008. The very low HHI indicates that a Market Participant is unlikely to be successful in exercising
market power by withholding capacity.

Revenue Neutrality Uplift
The SPP EIS Market outcome must yield results that leave SPP revenue neutral. In every interval,
payments to and from Market Participants must be equal or an adder must be applied to achieve
neutrality. The adder is called “uplift”, because the amount of the adder must be uplifted to or from
each Market Participant. Total net uplift in 2010 was -$2.3 million; there was substantial monthly
variability throughout the year ranging from $2.3 million to -$1.9 million.
Because revenue neutrality must be maintained and uplift applied to all Market Participants equally,
it summarily affects the total cost of energy. Adding the uplift total to the average system energy
cost demonstrates the net effect of system uplift. In 2010, the average MWh adder was -$.04, with
divergence that ranged from $.74 to -$.54 per MWh on a monthly average basis. This represents a
very small percentage of the average energy costs and does not represent an issue at this time.
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D. Energy Delivery
Transmission systems are pathways that link generators to load centers. There is substantial
variability among these pathways both within an individual region and across regions. This
variability includes voltage type, line length, configuration, and operating characteristics, among
many others.

Transmission Owner Revenue
Under its Open Access Transmission Tariff, SPP grants transmission service over transmission
systems on behalf of the various member companies who own transmission assets. Members are
entitled to revenues from this granted transmission service. In 2010, total transmission owner
revenue was approximately $628 million, an increase of approximately 30% from $486 million in
2009.

Transmission Service Requests
Entities in the SPP footprint that want to use the transmission system must request service from SPP.
SPP will approve as many requests as possible while maintaining system reliability and feasibility.
There were 115,000 requests for transmission service in 2010, a slight increase from 2009 and a
substantial drop from 2007 and 2008. From the MMU’s perspective, the total number of requests is
less significant than the number of requests that are approved by SPP. The number of approved
requests fell steadily throughout 2010, which is a concern. This decline may be the result of changes
in loading, congestion patterns, or better transmission utilization. SPP needs to analyze the
conditions that caused this trend.

Transmission Congestion
Transmission congestion causes prices to diverge as less economical units are used to balance supply
and demand while maintaining reliability. The most common way to maintain system reliability is
by using monitored elements called “flowgates”, which represent flow points. Operators can achieve
system control and stability by monitoring and controlling flow over flowgates.
Flowgate congestion - the number of intervals in which a flowgate was at or exceeded its limit - was
69% in 2010, down slightly from 71% in 2009. This level of congestion is not necessarily a concern,
as congestion in the form of binding flowgates can indicate that the transmission system is being
fully utilized. However, breached flowgates or those that have exceeded their limit are problematic.
In 2010, approximately 5% of all dispatch intervals included a breached flowgate. Breached
flowgates lead to significant price differentials across the region and can adversely impact individual
market participants. High levels of price volatility from breached flowgates can discourage
participation in the market and thereby reduce benefits of the market.

Transmission Outages
Transmission outages can be forced, in which an unforeseen event causes a facility to become
unavailable, or planned, in which a transmission owner schedules the outage for maintenance or
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some other planned reason. Total transmission outages have been increasing steadily for the past
several years, including 2010. There were more than 26000 transmission outage days in 2010. A
transmission outage day is equal to one outage day per element out of service (three transmission
elements out for four days would count as 12 transmission outage days). The total number of
outages, while increased from 2009, is not problematic at this time.

Transmission Investment
The 2010 SPP Transmission Expansion Plan (STEP) summarized 2010 activities that impact future
development of the SPP transmission grid. The 2010 STEP determines needed transmission
investments for the ten-year period from January 1, 2011 through December 31, 2021. Transmission
expansion projects total more than $5.1 billion dollars. Projects include: 3,295 miles of new
transmission lines, 947 miles of reconductored transmission lines, 753Mvar of new capacitors, and
over 100 new or upgraded transformers. The vast majority of the total cost of development stems
from new transmission lines, at almost 3.5 billion of the total. New transformers are a distant second
with just under 500 million in total cost.
The final section of this report contains the conclusions and discussion of the performance of the
SPP EIS Market in 2010. Overall, the market continues to be competitive and participation is at very
high levels. The discussion focuses on issues of competitiveness, localized congestion, seams issues,
and the Integrated Marketplace design.
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I.

Overview of SPP Footprint

To ensure a consistent methodology and enhance future reporting, and unless otherwise expressly
stated, metrics in this report have been formulated using only the Market Participant footprint. This
enhances the report’s consistency and provides a firm foundation for analysis. Because this is a
substantial change from previous years, a direct comparison between numbers published in this
report and previous reports may not be possible. Where applicable, the MMU has provided historical
data for the market footprint to ensure that analysis across time may be performed.

A. Brief Overview of SPP
SPP is a Regional Transmission Organization (RTO) mandated by the Federal Energy Regulatory
Commission (FERC) to ensure reliable power supplies, adequate transmission infrastructure, and
competitive wholesale electricity prices. SPP was granted RTO status by FERC in 2004. SPP is one
of nine Independent System Operators/RTOs and one of eight NERC Regional Entities. SPP
provides many services to its members including reliability coordination, tariff administration,
regional scheduling, transmission expansion planning, training, and market operations. Market
operations and 2010 Energy Imbalance Service Market (EIS) results are discussed in this report.
In 2007 SPP launched its real-time EIS Market, comprised of participants that agreed to operate
under the SPP Tariff, and Market Protocols. The market does not include all SPP members, only
those that have agreed to the above terms and provisions. The Market Participant’s respective areas
collectively form the EIS Market footprint. Unless otherwise stated, the EIS Market footprint is used
for the metrics in this report.
In addition to the EIS Market, SPP is developing new markets. The major components of these new
markets include: (a) a Day-Ahead Market with Transmission Congestion Rights, (b) a Reliability
Unit Commitment process, (c) a Real-Time Balancing Market, similar to today’s EIS Market, and
(d) a price-based Operating Reserves procurement. These markets are tentatively scheduled for
launch in 2014.
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SPP’s Location
SPP is located in the southwest portion of the Eastern Interconnection. It is bordered by the Midwest
Reliability Organization (MRO) and the SERC Reliability Corporation (SERC) in the Eastern
Interconnection. SPP also shares borders with the Western Electricity Coordinating Council
(WECC) and the Texas Regional Entity (TRE). Figure I.1 shows the four NERC Interconnections
and the eight Regional Entities in North America.
Figure I.1 NERC Interconnections

Source: NERC.com
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SPP Membership
At the end of 2010, SPP had 61 members that serve load, provide generation, and/or own or use
transmission facilities. SPP members include cooperatives, municipals, state agencies, independent
transmission companies, investor-owned utilities, independent power producers, and power
marketers. For a list of all SPP members, visit SPP.org>About>Members.
Figure I.2 Members as of December 31, 2010

SPP Members
Cooperatives
Independent Power Producers / Wholesale Generators
Independent Transmission Companies
Investor‐Owned Utilities
Marketers
Municipals
State Agencies
Total Members
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12
7
5
14
10
9
4
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SPP Balancing Authorities
The SPP market footprint is comprised of 15 Balancing Authorities, which are operated by investorowned utilities, cooperatives, municipals, and state agencies. A Balancing Authority is responsible
for managing the minute-to-minute supply and demand for electricity within a specific territory. A
rough approximation of the locations of these Balancing Authorities is shown in Figure I.3.
Figure I.3 Map of SPP Balancing Authorities
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B. Electricity Demand in the SPP Region
The SPP EIS Market is comprised of Market Participants who have individual load and resource
profiles, but are all commonly served by SPP. A standard way to compare load changes across time
is to review peak system demand statistics by year. Figure I.4 depicts monthly peak electric energy
demand for the SPP market footprint for the past four years. It is important to consider that the
market footprint changes over time as participants are added or removed. The peak MW value is
coincident, representing total peak dispatch that occurred during a particular market interval. The
peak experienced during a particular year or season may represent an outlier event with little
correlation either to average or seasonal load patterns.

System Peak Demand
As can be seen in the Figure 1.4, the peak load experienced during 2010 was 45,373 MW, an
increase of 14.5 percent from 2009. The SPP region experienced extraordinarily hot conditions
during July and August 2010, which resulted in greatly increased demand. A month-by-month
comparison shows substantial growth from 2009 to 2010 for most months, and may be an indicator
of positive economic growth in the SPP region. It is important to note that there was a significant
increase in mid 2009 because of new entrants to the SPP market. A significant portion of the
increase from 2009 to 2010 for the months of January through March can be attributed to these new
participants.
Figure I.4 Monthly Peak Electric Energy Demand for the SPP Market Region (MW)

Month
JAN
FEB
MAR
APR
MAY
JUN
JUL
AUG
SEP
OCT
NOV
DEC
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2007
N/A
N/A
N/A
21,835
26,352
29,503
32,127
35,777
30,419
28,012
21,663
23,750

2008
25,651
24,484
23,067
21,711
28,438
31,358
34,467
36,538
28,149
22,171
22,542
27,066

2009
25,785
24,424
23,039
25,675
28,685
39,502
39,622
38,790
32,136
25,816
26,805
32,594

2010
35,079
31,789
28,456
25,725
34,754
41,828
42,161
45,373
35,760
28,574
28,628
31,072
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Market Participant Peak and Total Demand
Figure I.5 depicts 2010 total load, the percent of load attributable to a Market Participant, and
Market Participants’ peak loads. The largest five participants account for over half of the total
system load. This is not unexpected, as SPP is primarily comprised of legacy vertically integrated
utilities, which tend to be quite large. Many Market Participants experienced significant, and in some
cases record peaks, within their respective territories in 2010. The extraordinarily hot weather in
much of the SPP region was the significant driver of peak electricity demand.
Figure I.5 Market Participant Demand and Electric Energy Usage in 2010

Market
Participant
AECC
AEPM
BEPM
EDEP
GMOC
GRDX
GSEC
INDN
KBPU
KCPS
KPP
LESM
MEAN
MIDW
OGE
OMPA
OPPM
SECI
SPSM
TEAN
TNSK
WFES
WRGS
System Total
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2010 Total
Percent of
Load (MWh) System Total
3,820,936
1.71%
44,122,145
19.78%
769,728
0.35%
5,588,648
2.51%
9,081,488
4.07%
4,621,155
2.07%
3,648,426
1.64%
1,171,450
0.53%
2,583,377
1.16%
16,944,780
7.60%
2,029,767
0.91%
3,503,609
1.57%
617,948
0.28%
1,530,978
0.69%
29,626,195
13.28%
2,286,555
1.03%
12,219,284
5.48%
5,440,985
2.44%
26,951,839
12.08%
13,530,343
6.07%
28,537
0.01%
7,631,939
3.42%
25,280,259
11.33%
223,030,369
100.00%

Peak
(MW)
856
9,199
280
1,195
1,951
917
793
305
500
3,726
423
766
144
332
6,252
553
2,575
1,052
5,088
2,670
10
1,489
5,534
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Total SPP system load has increased steadily over the past several years. In 2010 total system load
was higher in each month compared to 2009, and 2009 levels were higher than 2008 during most
months. Weather was the principal driver for most of the load increases. Periods of extremely hot
weather in 2009 and 2010 summers, and significant cold spells during parts of 2010, added to total
demand during the affected months. The exception is for the months of January through March. The
year over year increase was primarily driven by the addition of new market participants in Nebraska.
Population growth in the SPP region has been substantial, roughly a 9% increase over the past
decade in the component states. These factors have served to increase the total load in 2010 by over
13% from 2009.
Figure I.6 Total System Load (MWh)

Month
JAN
FEB
MAR
APR
MAY
JUN
JUL
AUG
SEP
OCT
NOV
DEC
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2008
15,113,486
13,664,629
13,440,300
12,819,711
14,061,726
16,540,860
18,638,178
17,759,991
14,113,763
13,020,357
12,828,939
14,844,294

2009
14,848,933
12,247,958
13,107,718
14,452,450
15,507,512
18,931,329
20,643,673
20,293,356
16,634,983
15,521,744
15,453,570
19,163,485

2010
19,359,032
17,188,945
16,618,388
15,124,557
17,163,476
21,261,878
22,994,452
24,403,925
18,583,166
15,972,880
15,893,856
18,465,814
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System Demand Profile
Figure I.7 depicts total minimum and maximum hourly demand for 2008-2010. There is a significant
upward trend in both minimum and maximum hourly peak values, and a substantial and relatively
consistent spread between hourly values during 2010 summer months. This is further evidence that
the prolonged elevated temperatures in much of the SPP region caused dramatic changes in normal
system demand patterns.
This chart depicts the total sum of MWs that EIS Market resources must move to meet changes in
load. The maximum daily spread between minimum and maximum values is over 18,000 MW; the
EIS Market had to adjust the output of market resources by 18,000 MW throughout the day to
balance supply and demand. If the change in demand across time is fairly consistent, the strain of
maintaining the balance between available generation and demand is lessened and the likelihood of a
ramp constraint condition is minimized. However, if changes in demand or loading are sudden, it
may be more than the system is capable of handling in the short-term, which would result in a ramp
constraint condition. Ramp constrained conditions indicate where market inefficiencies are likely to
occur and highlight areas where enhancing market parameters would be most useful.
Figure I.7 Daily Minimum and Maximum Electric Energy Demand 2008 – 2010
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Load Duration Curve
Figure I.8 depicts load duration curves for 2008-2010. A load duration curve is a modified display of
load against time. It is a reordered version of the traditional load curve, as shown above in Figure I.6,
in which hourly load values are sorted by magnitude instead of chronologically. A load duration
curve shows the relative magnitude and frequency of load throughout the year.
In 2010 the total system load peaked at approximately 45,000 MW, with a minimum of
approximately 16,000 MW. Reference lines and percentages indicate the relative persistence of 2010
load levels. In 2010, 2% of all loads were greater than a reference level of 40,000 MW (the peak in
2009). Load was between 25,000 MW and 30,000 MW 26% of the time. Comparing annual load
duration curves shows better differentiation between cases of extreme loading events and more
general increases in system demand. If only the extremes are higher than the previous year, shortterm loading events are likely the reason. However, if the entire load curve is higher than the
previous year, it indicates that total system demand has increased, which is the case as shown below.
There is a distinct bend in 2010’s upper load values, which is likely due to extreme loading caused
by weather in July and August.
Figure I.8 Electric Load Duration Curve 2008 -2010
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Summary and Conclusions
Total load in the SPP region has increased steadily over the past several years. Continued load
growth is expected as population increases and the demand for energy subsequently increases.
Economic recovery should increase total energy demand from the commercial and industrial sectors.
Load growth patterns are an important consideration in the RTO’s modeling efforts, and the MMU
encourages SPP to fully quantify the expected growth pattern throughout the SPP region.
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C. Generation – The Supply of Electricity
Capacity in the SPP Market Region
Figure I.8 depicts the EIS Market’s Balancing Authorities and corresponding sum of their installed
generating capacity as of December 31, 2010. Total generating capacity in the SPP EIS Market
region was 65,524 MW, a 4% increase over 2009’s total generation capacity. The increase is largely
attributable to the construction of new generating facilities in the region.
Figure I.9 Current Installed Generation Capacity by Balancing Authority
Balancing
Authority
CSWS
EDE
GRDA
INDN
KACY
KCPL
LES
MPS
NPPD
OKGE
OPPD
SECI
SPS
WFEC
WR
Total

Capacity
(MW)
16864
2221
1510
354
649
5103
534
2874
3383
9440
3771
1113
7444
1817
7710
64787

Resource Margin
As depicted in Figure 1.10, SPP has a significant resource margin. The region’s total annual
generating capacity compared to peak demand results in the SPP resource margin: the amount of
extra system capacity available after peak load has been served. In 2010, the reserve margin was
almost 32%. This healthy resource margin can have positive implications for both reliability and for
mitigation of the potential exercise of market power within SPP.
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Figure 1.10 Resource Margin by Year
Year
2007
2008
2009
2010

Capacity
(MW)
52,465
55,473
66,744
64,956

Peak
Load

35,777
36,538
39,622
45,373

Resource
Margin
31.81%
34.13%
40.64%
30.15%

Capacity Additions in 2010
Figure I.11 shows the total amount of installed capacity by fuel type that was added in 2010. There
was a substantial increase in coal generation and a resurgence of wind generation additions in the
latter half of 2010.
Figure I.11 Capacity Additions by Fuel Type
Fuel Type Capacity Addition
Coal
915
Gas
210
Oil
20
Other
6
Wind
651
Total
1802
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Implied Heat Rate
A common way to determine the relative impact of a region’s scarcity pricing is to study the Implied
Heat Rate. The implied heat rate is the ratio of the natural gas price and the system’s electricity
price. If the price of natural gas was $4.50MMBtu, and the LIP was $40.00 MWh, the implied heat
rate would be (40.00/4.5) = 8888 MMBtu/MWh. This implied heat rate shows the relative efficiency
required of a generator to convert gas to electricity and break even, given system prices.
Figure I.12 shows the Implied Heat Rate for the years 2007-2010. The implied heat rate shows
significant spikes during some months which are largely coincident with peak loading events or
significant transmission congestion issues. When the implied heat rate increases, the relative value of
additional efficient generation also increases. Generation that otherwise would not have been needed
was required to meet system demand, and prices increased accordingly.
Figure I.12 Implied Heat Rate
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Summary and Conclusions
There is little cause to be concerned about generation supply in the SPP region. New capacity is
being added, additional wind resources are being developed, and a large resource margin is in place.
These factors indicate there is sufficient generation capacity in the region for the foreseeable future.
This does not mean capacity additions at select locations are not needed; it implies that capacity at
the system level is sufficient.
Even with the SPP region’s large capacity margin, rapid load growth should be carefully monitored
to ensure generation is deliverable to the load centers. By coordinating and managing interfaces with
neighboring regions, excess capacity may be utilized in the form of power sales to external entities.
The continued development of wind resources may have unanticipated consequences if the power
flows become overly unpredictable. It is essential that SPP incorporate and manage these resources
into the overall supply stack. The MMU encourages SPP to better understand the total volatility of
these types of generators and determine what steps, if any, are necessary to ensure their successful
integration into the current resource mix. Furthermore, a determination on the construction cost
allocation of transmission infrastructure necessary to support wind generation will be critical to the
continued development of renewable resources.
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D. Transmission – The Bridge between Supply and Demand
Transmission System Characteristics
Six primary transmission voltages are used in the SPP region: 345 kV, 230 kV, 161 kV, 138 kV, 115
kV, and 69 kV. Balancing Authorities in the SPP region use differing voltage levels as the backbone
of their respective systems. 345 kV is the predominant backbone voltage for much of SPP’s eastern
portion. 230 kV is the backbone voltage in much of the western part of the region, most notably in
the Southwestern Public Service area. Regardless of the backbone voltage, most of the SPP region
uses the 69 kV system as the cutoff for step-down between their transmission and distribution
systems. Figure I.13 shows the major transmission elements in the SPP region.
Figure I.13 Major Transmission System Elements in the SPP Region

Depicted 230 kV+ in-service as of April 1, 2010
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Inter-grid Connection Points
In addition to the alternating current grid referenced above, there are seven direct current (DC) ties
with other interconnections. These DC ties serve as interconnection points to other grids by
converting power through AC-DC-AC interfaces. A unique characteristic of this type of interface is
its controllability and stability. Energy transfers are known, easily identifiable, and very tightly
controlled. A list of the seven DC ties is provided in Figure I.12.
Two of the DC ties connect the SPP region with the Electric Reliability Council of Texas (ERCOT)
area: ERCOT East and ERCOT North. Five DC ties connect the SPP region to the Western
Electricity Coordinating Council area: Lamar, Eddy County, Blackwater, Sidney, and Stegall. Tie
capacity is depicted in Figure I.14.
Figure I.14 DC Tie Transmission Capability
DC Tie Name Transmission Capacity (MW)
ERCOT East
600
ERCOT North
210
Lamar
210
Eddy County
200
Blackwater
200
Sidney
200
Stegall
200

Summary and Conclusions
The SPP region’s transmission system is largely based on legacy systems developed from
independent vertically integrated utilities. While these systems may be functionally sufficient for
their respective areas, they may not be sufficient for macro transfers across the region. SPP has been
working with and coordinating transmission development throughout the region to increase the
system’s overall reliability, efficiency, and effectiveness.

SPP 2010 State of the Market Report

31

Southwest Power Pool, Inc.

II. EIS Market Activity
A. Brief Overview of the EIS Market
The SPP EIS Market began operation on February 1, 2007, and settles real-time imbalances between
generation and load. The EIS Market is comprised of participants that have agreed to operate under
the SPP Tariff, Market Protocols, and other governing documents. The SPP Market does not include
all SPP members, only those that have agreed to the above terms and provisions. There are 15
Balancing Authorities and 32 Market Participants in the Market footprint. A list of all SPP Market
Participants is found at SPP.org>About>Fast Facts>Footprints. Unless otherwise stated, the SPP EIS
Market footprint is the reference area for this report.

B. Market Activity
EIS Sales and Purchases
A sale in the EIS Market is made when either a resource generates more than was scheduled, or a
load consumes less than was scheduled. A purchase is made when a resource generates less than was
scheduled or a load consumes more than what was scheduled. Figure II.1 and Figure II.2 show the
total volume of EIS sales and purchases that occurred in the SPP region in 2009 and 2010.
Figure II.1 and Figure II.2 depict that 20.13 million MWh were sold and 20.01 million MWh were
purchased in the EIS Market in 2010, compared to 20.82 million MWh sold and 20.75 million MWh
purchased in 2009. The difference between 2010 and 2009 purchases and sales totals is minor; there
was a 3.30%, decrease in total MWh sales and a 3.56% decrease in total MWh purchases.
During 2010, participants received approximately $641 million for sales into the EIS market and
paid approximately $640 million for purchases. From 2009, sales increased 10.72% and purchases
increased 13.39%. An important aspect of pricing information is that the total magnitude of dollars
for purchases and sales is driven by gas costs in the SPP region. As the price of gas changes, the total
energy cost changes, as does the EIS portion of total energy cost. Because of this relationship, a
large increase in dollars received by Market Participants may not reflect any actual increase in
overall market activity, but instead may reflect a change in the marginal cost of fuel in the SPP area.
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Figure II.1 Electricity Sales in the EIS Market by Month for 2009 – 2010

Month

Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec
Total

2009
2010
Dollars
Dollars
MWh Sold by Received by
Received by
MWh Sold by
Market
Market
Market
Market
Participants Participants
Participants
Participants
1,185,553
39,734,012
1,708,319
74,295,720
1,072,096
26,150,287
1,344,104
56,036,204
1,490,880
41,951,785
1,551,892
46,948,088
2,049,867
45,967,394
1,603,909
46,397,389
2,296,007
57,245,772
1,709,050
48,237,522
2,581,722
71,403,535
1,828,020
60,049,992
2,163,603
61,762,686
1,876,771
64,859,041
1,750,833
46,132,848
1,897,340
68,007,883
1,543,249
36,628,991
1,729,000
48,393,089
1,437,650
43,501,497
1,553,583
39,804,530
1,518,093
42,598,852
1,566,901
38,051,625
1,731,930
66,124,337
1,766,165
50,210,505
20,821,483
579,201,996
20,135,053
641,291,588

Figure II.2 Electricity Purchases in the EIS Market by Month for 2009 – 2010

Month

Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec
Total

2009
2010
Dollars
MWh
Dollars
MWh Purchased Received by
Purchased by Received by
by Market
Market
Market
Market
Participants
Participants
Participants Participants
1,188,142
38,313,457
1,719,066
75,461,654
1,057,879
25,522,298
1,347,039
54,636,073
1,493,862
38,377,768
1,564,188
46,359,198
2,041,624
45,779,130
1,543,511
43,779,554
2,275,774
55,209,633
1,642,857
46,673,314
2,600,313
69,587,458
1,821,442
60,799,763
2,185,067
60,623,338
1,875,582
65,388,967
1,755,053
45,372,726
1,899,574
68,022,062
1,523,855
35,578,335
1,726,110
49,078,824
1,370,937
40,740,204
1,526,262
39,672,875
1,511,620
42,844,045
1,577,607
38,804,414
1,750,441
67,047,724
1,771,997
52,013,519
20,754,565
564,996,115
20,015,236
640,690,216
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C. Market Prices
Regional Price Comparison
A useful measure of basic market competitiveness is the comparison of prices between SPP and its
neighboring regions. If prices in neighboring regions are generally in line with prices in the SPP
region, then basic market operations are yielding similar results. It is not realistic to expect prices to
be identical across the regions, as market structures vary and resource fuel mixes are markedly
different. For this review, SPP prices are compared to prices in the Midwest Independent
Transmission System Operator (MISO) and the Electric Reliability Council of Texas (ERCOT), the
two electric wholesale markets adjacent to SPP.
Figure II.3 shows 2010 system average prices for the SPP, ERCOT and MISO regions. Prices in the
SPP region are slightly less than prices in MISO, and substantially less than those in ERCOT. The
most probable explanation for the price disparity is differing regional fuel mixes. SPP and MISO
have similar fuel mixes, although MISO has somewhat more coal than SPP, on a percentage basis.
ERCOT has substantially more gas generation as a percent of capacity than either SPP or MISO. Gas
generation is typically more expensive to operate than either coal or nuclear generators;
consequently, system prices tend to be higher in regions with high gas generator concentration.
Figure II.3 Regional Electricity Price Comparison for 2010

Region Average Price Maximum Price Minimum Price Volatility
$31.36
$395.88
‐$124.97
50%
SPP
$31.88
$343.36
‐$98.15
59%
MISO
$35.49
$1,011.86
‐$25.54
105%
ERCOT
Another useful means of comparing prices across regions is to review overall price stability in the
regions. The Volatility column in Figure II.3 represents the average volatility. The volatility is
calculated by dividing the standard deviation of hourly regional prices by the mean of the hourly
regional prices, which yields the coefficient of variation. This value represents the relative
movement of prices across time. If volatility is high, prices tend to be concentrated away from the
system average, or toward the tails of the price distribution curve. If volatility is low, prices tend to
be dispersed away from the system average, or near the mean of the price distribution curve.
Figure II.4 shows 2008-2010 average prices for SPP, MISO, and ERCOT. Average prices for all
three regions were slightly higher in 2010 than in 2009. Average prices in the SPP region increased
approximately 23% from 2009 to 2010, which is largely attributable to increased natural gas prices
throughout the region. Panhandle hub gas prices increased 25.73% from 2009 to 2010. SPP chiefly
uses the Panhandle gas hub as a reference node for changes in gas prices. Other regions use different
gas hubs, but gas prices are largely consistent across these hubs (or at least the basis difference is
known between the hubs). The overall trend in gas prices is consistent across these regions.
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Average On-Peak and Off-Peak prices followed the general trend of average prices, trending higher
than the previous year. An interesting measure of regional differences is the magnitude of difference
between Off-Peak prices for the regions. This difference reflects the composition of the regional
resource fleets. Coal generation capacity comprises a large percentage of the SPP and MISO
resource fleets and typically has a lower marginal cost than gas generation. When loading is low
during off-peak times, coal generators are likely the marginal resource, which yields lower system
prices.
Figure II.4 Regional Electricity Price Characteristics for 2010

Average Price
2008 2009 2010
$53.16 $27.44 $31.36
$48.33 $27.12 $31.88
$64.91 $30.05 $35.49

Region
SPP
MISO
ERCOT

Average On‐Peak Price
2008 2009
2010
$65.01 $31.93 $37.19
$62.31 $33.65 $39.63
$79.34 $34.54 $40.21

Average Off‐Peak Price
2008
2009
2010
$42.57 $23.39
$26.29
$35.80 $21.34
$25.13
$55.01 $25.55
$31.40

Figure II.5 depicts 2008- 2010 prices in the SPP, MISO, and ERCOT regions. SPP prices tend to be
between MISO and ERCOT prices, largely due to different regional resource fleets. The lower offpeak prices for MISO and SPP are attributable to the high percentage of coal units which are more
likely to set prices in the off-peak period.
Figure II.5 SPP, MISO, and ERCOT Hourly Average Prices for 2008 – 2010
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SPP and Gas Price Comparison
Figure II.6 compares the average Panhandle hub gas price and the SPP monthly average price for
2008-2010. Gas prices are very closely associated with average system prices in the SPP region.
This is logical, because the marginal resources that set overall prices are most often gas units. There
was a general increase in gas prices, approximately 25% from 2009 to 2010. However, even with
this increase, average gas prices are well below what was experienced in 2008.
There is some indication that gas prices are likely to remain near their current levels for some time.
Several reasons for this are discussed in greater detail later on in this report. If gas prices remain
stable in the near future, overall system prices in the SPP region will likely also remain quite stable.
Figure II.6 Comparison of Average Monthly SPP Prices and Panhandle Natural Gas Prices
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Average Hourly Prices
Figure II.7 shows the hourly price ranges of SPP, MISO, and ERCOT for those prices that fall within
two standard deviations of the mean. Prices that fall outside of two standard deviations are excluded,
both on the high and low sides. This was done to better illustrate the normal prices that occur in the
listed regions. Had those prices outside of two standard deviations been included, the ranges in the
table would be much greater and indicate that price extremes are more significant than their actual
occurrence would signify.
Average hourly prices are largely equivalent across the regions. ERCOT prices are the most volatile,
as shown by the greatest maximum and minimum prices. SPP prices are the most moderate, with the
lowest maximum and least negative minimum price. A consistent theme in this pricing data for all
participants is the weight of prices above the mean. This is a logical result of market operations, as
congestion costs and other pricing factors should naturally result in price extremes greater than the
mean. Pricing extremes do occur below the mean, although with less frequency.
Figure II.7 SPP, MISO, ERCOT Hourly Price Ranges for 2010 (90th percentile)
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Price Duration Curve
A final look at system prices can be seen in Figure II.8, which depicts a price duration curve similar
to the load duration curve in Figure I.7, except that system hourly prices are used. Prices are
substantially lower than in 2008 and slightly higher than 2009. This chart shows the incidence of
price extremes in relation to total pricing. This can be seen in the tails of the chart, where prices are
at extreme levels. However, relatively few hours are priced at these extreme levels.

Figure II.8 Price Duration Curve for 2008 through 2010
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Market Participant Price Comparisons
While pricing comparisons between SPP and its neighboring regions show the relative robustness of
the regional markets, they do not assess individual participants within the region. To better
understand the intricacies of the SPP region, it is necessary to establish metrics that analyze SPP’s
individual Market Participants. The remaining metrics in this section provide an analytic backbone
for the review of the SPP EIS Market and its participants.
Figure II.9 shows annual 2008-2010 average prices for SPP’s EIS Market Participants. 2010 prices
are above those from 2009 but are substantially below 2008 levels. In 2010, the Golden Spread
Electric Cooperative (GSEC) area experienced the highest average prices of $35.18, while the
Lincoln Electric System (LES) area experienced the lowest average prices of $25.45. Prices for these
two participants represent the SPP region’s extremes, as they are significantly different than the
$31.33 mean system price. The principal driver of the relative price extremes is congestion costs
applied to Market Participants’ respective areas.

Figure II.9 Average Annual Price by Market Participant
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Price Volatility
Comparing average prices across Market Participants provides a rough comparison of price stability.
Another useful perspective is provided by reviewing price volatility. The volatility experienced by
Market Participants indicates the relative stability of prices in their regions. Figure II.10 shows
Market Participants’ volatility using hourly prices.
Total participant volatility, as calculated with hourly price data, is substantially higher than the
system’s 53% volatility average. In some cases, Market Participant volatility is more than double the
system average. This is not necessarily an indicator of a major market problem; however, it indicates
areas which are impacted the most by congestion and extreme pricing events. High levels of
volatility present several long run problems, they indicate areas in which price stability is least likely
to occur, and they may discourage more open participation in the SPP EIS Market.
Figure II.10 Volatility by Market Participant for 2010
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Volatility
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Price Spread
Figure II.11 shows each Market Participants’ 2008-2010 hourly price distribution. The data used in
this analysis is the 90th percentile of hourly prices, meaning the prices outside of two standard
deviations of the mean were excluded. Both price volatility and the system average price have
increased from 2009. Congestion is the principal driver for both volatility and price extremes, and as
indicated in this figure, congestion and volatility affect certain participants to a larger extent than
others. Average prices of zero indicate the Market Participant did not participate in the SPP EIS
Market during that year.
Figure II.11 Annual Price Range by Market Participant
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Average Monthly Prices
Figure II.12 shows Market Participants’ average monthly price for 2008-2010. There was some
significant deviation between Market Participants’ system prices. Differing prices are to be expected,
as participants each have resource fleets and congested areas that behave differently. Differences
between Market Participant prices in any given month likely indicate there was congestion in the
affected region that caused this deviation. If congestion had not been present, prices experienced by
all the Market Participants would have been identical. Constraints or congestion into or out of
Market Participants’ areas cause price deviation and may lead to substantial differences in their
average prices.
Average price separation between Market Participants increased substantially from 2009, which is
likely the result of specific transmission system limitations that led to increased congestion in certain
areas.
Figure II.12 Average Monthly Price by Market Participant
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Interval Price Excursions
Interval prices are the most granular of all SPP EIS Market prices. The Market Operations System
generates prices for all pricing nodes every five minutes, once for each market interval. These prices
represent the value of energy at a particular point in the system for the interval. Market Participants
are not exposed directly to these prices, as billing is settled on hourly values (a simple average of the
hourly interval values). Nonetheless, interval prices that are either significantly higher or lower than
the norm can indicate market limitations or bottlenecks.
Interval prices shown in Figure II.13 are divided into four categories: (I) less than $0/MWh, (II)
between $0-$100/MWh, (III) between $100-$400/MWh, and (IV) above $400/MWh. The
percentage of pricing events for the listed categories is depicted. Prices higher than $400 or less than
$0 generally indicate a market limitation.
The $400/MWh price reflects the initial FERC bid cap that was in place for the first three months of
EIS Market operations in 2007. The FERC cap has since been increased to $1,000/MWh. In 2010
over 98% of interval prices were between $0-$100/MWh. Less than 1.0% were between $100$400/MWh. Approximately 1.5% of interval prices were below $0/MWh, and approximately 0.01%
were above $400/MWh.
Generally, 2010 pricing distribution falls well within expectations. Extreme pricing events denoted
prices less than $0 or greater than $400 are infrequent, occurring less than 1% of the time. These
pricing extremes are largely driven by severe transmission constraints or system ramp limitations,
both of which are carefully monitored by the MMU.
Figure II.13 Interval Prices beyond Threshold Levels for 2010

Percent of
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Less than $0
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0.79%
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0.25%
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0.05%
98.69%
0.39%
0.08%
97.75%
0.81%
0.17%
98.77%
0.43%
0.14%
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Re-pricing Occurrence
Interval prices from the Market Operations System may be revised if there are software or data input
errors. Figure II.14 shows the percentage of hours per month that were re-priced in 2008-2010. An
average of approximately 3% of all hours were re-priced in 2010, a substantial decline from 2009
when approximately 5% were re-priced. This is an important issue because the re-priced periods
represent time when the market is running at less than optimal efficiency.
Figure II.14 Percent of Re-priced Hours by Month from 2008 – 2010
12%

10%

Percent of Hours Repriced

8%

6%

4%

2%

Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec
Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec
Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec

0%

2008

SPP 2010 State of the Market Report

2009

2010

44

Southwest Power Pool, Inc.

2010 Price Contour Map
A final look at prices is provided in Figure II.15, which depicts the 2010 price contour map. This
figure is a visual depiction of the price differential that resulted from congestion; it was calculated by
average prices at each pricing node for the year.
There was significant, prolonged congestion at six distinct locations. For a detailed list of the
flowgates that correspond with these areas, refer to Figure II.16, Principal Congested Flowgates by
Area.
For the fourth year, the Texas panhandle is the most congested area in the SPP region. There are
several explanations for this, leading to a fundamental conclusion that the lack of available
transmission capacity in this region has serious implications for local market efficiency and the
potential for local market power. A more recent development is persistent lower prices in Nebraska,
which are also due to transmission limitations in the form of limited export capability; such
limitations tend to lead to lower average prices.
Figure II.15 2010 Price Contour Map
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Principal Congested Flowgates
Congestion in the SPP system is largely concentrated in a few select corridors that correspond to
macro power flows across the region. For instance, the Texas panhandle is heavily congested due
largely to overall flows from the rest of the system into this region. Congestion in the Kansas City
area is driven principally by north to south flows that occur in the Nebraska/Kansas interface. Other
major congested areas have different characteristics, but tend to be derived from a larger system
trend than a localized issue.
Figure II.16 shows the most congested areas and their associated flowgates. Several flowgates may
correspond with any given congested interface. Also included are proposed transmission solutions
that would help in some way alleviate the congested element, as proposed by SPP Transmission
Planning.
Figure II.16 Principal Congested Flowgates by Area

Region

Flow gate Name

RANPALAM ASWI

Texas Panhandle
OSGCANBUSDEA

SHAXFRTUCOKU

SE Kansas

SE Oklahoma

NEOCOLNEODEL

LONSARPITVAL

Osage Sw itch Canyon East [SPS]
[(115) f tlo
Bushland - Deaf
Shamrock XFR
[CSWS] (115/69)
f tlo Tuco –
Oklaunion [SPSNeosho Columbus [WREDE] (161) f tlo
Neosho Delaw are (345)
Lone Oak to
Sardis [CSWS]
(138) f tlo Pittsburg
– Valiant [CSWS]
(345)

LAKALASTJHAW

PLAKCISTRCRA

Platte City – KCI
(161)[GMOC] f tlo
Stranger Creek –
Craig (115) [KCPL]

ELPFARWICWDR

HOLPLYHOLSPE
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Lake Road –
Alabama [GMOC]
(161) f tlo Iatan to
Stranger Creek
[KCPL] (345)
El Paso – Farber
[WR] (138) f tlo
Wichita –
Woodring [WROGE] (345)
Holcomb – Plymell
Sw itch [SECI]
(115) f tlo Holcomb
- Spearville [SECI]
(345)

Projects Expected to Provide Some
Positive Mitigation (Estimated In
Service Date – Upgrade Type)

15.30%

1. Rebuild Randall Co–Palo Duro 115 kV line (April
2014 - no NTC but is Sponsored)
2. Tuco Int. – Woodw ard 345 kV line (May 2014 Balanced Portf olio)
3. Sw isher Co. Int. – New hart 230 kV line (April
2015 - Regional Reliability)

16.40%

1. Tuco Int. – Woodw ard 345 kV line (May 2014 Balanced Portf olio)
2. Castro County Int. – New hart 115 kV line (April
2015 - Regional Reliability)

3.00%

1. Tuco Int. – Woodw ard 345 kV line (May 2014 Balanced Portf olio)
2. Tw o Hitchland – Woodw ard 345 kV lines
(June 2014 - Priority Projects)

$10.45

4.30%

1. Rose Hill – Sooner – Cleveland 345 kV lines
(Dec 2012 – Regional Reliability/Balanced
Portf olio)
2. Tw o Woodw ard – Medicine Lodge – Wichita
345 kV lines (Dec 2014 - Priority Projects)

$11.36

2.70%

1. Sunnyside – Hugo – Valliant 345 kV line (April
2012 - Transmission Service)

1.60%

1. Axtell–Post Rock–Spearville 345 kV line, tw o
Spearville – Comanche – Woodw ard 345 kV
lines, and tw o Comanche – Medicine Lodge –
Wichita 345 kV lines (12/31/2014 - Balanced
Portf olio/Priority Projects)
2. Iatan – Nashua 345 kV line (June 2015 Balanced Portf olio)
3. Nebraska City – Maryville – Sibley 345 kV line
(June 2017 - Priority Projects)

$9.27

1.40%

1. Iatan – Nashua 345 kV line (June 2015 Balanced Portf olio)
2. Nebraska City – Maryville – Sibley 345 kV line
(June 2017 - Priority Projects)

$7.70

1.80%

Same as LAKALASTJHAW above

$7.50

4.30%

1. Rose Hill – Sooner 345 kV line (June 2012 Regional Reliability)
2. Tw o Woodw ard – Comanche Co. – Medicine
Lodge – Wichita 345 kV lines (Dec 2014 - Priority
Projects)

$6.31

1.90%

1. Rebuild Holcomb – Plymell Sw itch 115 kV line
(Dec 2011 - Regional Reliability)

$23.83

$23.09

$4.36

$9.94

LAKALAIATSTR

SW Kansas

Randall County Palo Duro (115)
f tlo Amarillo –
Sw isher (230)
[SPS]

Lake Road –
Alabama [GMOC]
(161) f tlo St. Joe –
Haw thorn [GMOC]
(345)

Kansas City Area

Wichita Area

Flowgate
Location (kV)

Average
Hourly
Total %
Shadow
Intervals
Price
(Breached
($/MWh) or Binding)
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Summary and Conclusions
During 2010, congestion in the SPP region followed similar patterns as in 2009. Principal congested
corridors and their associated flowgates were largely unchanged. This is not unusual, as transmission
construction to address the congestion is a lengthy process; once development is necessitated it may
be some time before completion.
The MMU is encouraged by continued transmission development throughout the SPP region. This
development will increase the efficiency and effectiveness of the SPP EIS Market and markets added
in the future. The MMU is concerned about the lack of progress in dealing with the sustained high
level of congestion in the Texas Panhandle area of the SPP market.
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D. Revenue Adequacy (Cost Recovery Determination)
An important theory of economic efficiency in markets is the notion that outcomes via pricing
schemes should reflect full cost recovery. If market prices do not reflect full cost recovery, new
entrants will not be incentivized to move into the market. If prices reflect full cost recovery, new
participants will enter the market to profit from the economic rents. In the case of electricity markets,
prices that reflect full recovery cost indicate that system demand is strong and additional generation
is necessary. Prices that are continually below the full recovery cost indicate an excess of supply and
additional investment in generation is not recoverable given economic conditions.
Critical to the theory of full cost recovery is the baseline selection mechanism which determines the
investment cost of new generation. To reduce the complexity of the baseline selection process, the
SPP MMU made several simplifying assumptions and relied extensively on the Electricity Market
Module published by the Energy Information Administration 1 . Key assumptions from the
Electricity Market Module can be found in Figure II.17. For this analysis, three technologies were
selected that represent the most likely contribution to new generation capacity in the SPP region:
Scrubbed Coal, Advanced Gas Combined Cycle, and Advanced Combustion Turbine.
Figure II.17 Key Assumptions in Revenue Adequacy Formulation
Advanced
Gas/Oil
Advanced
Scrubbed Combined Combustion
Descriptor
Coal
Cycle
Turbine
Size (MW)
600
400
230
Base Overnight Cost ($/kw)
2078
897
617
Total Overnight Cost ($/kw)
2223
968
648
Variable O&M ($/Mwh)
4.69
2.04
3.24
Fixed O&M ($/kW/Year)
28.15
11.96
10.77
Heatrate (Btu/kWhr)
8740
6333
8,550

Determining the potential profitability of a new generating facility involves the following general
process. For each hour, the estimated marginal cost as identified in Figure II.17 is compared to the
system average price. If the estimated marginal cost is less than the system average price, the
difference between these prices is calculated and multiplied by the size of the proposed facility as
found in Figure II.16. By multiplying the difference between the system average price and the
estimated marginal cost by the capacity of the unit, a total projected revenue stream can be
established. This calculation is performed for each hour in the year and the result is summed.

1

http://www.eia.doe.gov/oiaf/aeo/assumption/pdf/electricity.pdf#page=3
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In Figure II.18 the actual return represents the potential revenue stream of a new generating facility
using the above method. Comparing the actual return to the expected plant return determines if
investment in a new generating facility is warranted. The expected plant return uses an assumed
return on equity of 10%.
For all fuel types, the actual return that could be expected from investment in new generation is not
sufficient for full cost recovery. This does not mean there is no rationale for investment in new
generation. Regulatory requirements, reliability demands, shifts in generation technology emphasis,
and loading patterns may require new generation construction. What may be inferred is that
generation additions from independent entrants based on purely economic incentives may not be
warranted at this time.
Figure II.18 Revenue Adequacy Results
Marginal
Actual
Expected Plant (Deficiency)
System Price Comparison
Cost
Return $
Return $
or Excess $
Scrubbed Coal New
9.99 112,859,210
150,270,000 (37,410,790)
Adv Gas/Oil Combined Cycle
28.42 24,299,246
43,504,000 (19,204,754)
Adv Combustion Turbine
38.86 6,078,964
17,381,100 (11,302,136)

Figure II.19 shows revenue adequacy results in expanded detail. This table depicts the result of the
revenue adequacy calculation using individual Market Participant price data instead of the system
average price. This analysis determines if generation construction may be more advantageous at
various points in the SPP system. There is a differential across the locations, which is expected as
some areas experience significant transmission congestion and prices significantly different than the
system mean. However, in every case projected revenues do not warrant new construction. This
situation is as expected given the very large reserve margin in the SPP footprint shown in Section I.C
Generation.
Figure II.19 Revenue Adequacy Results for Select Market Participants
(Deficiency) or Excess $
Advanced
Scrubbed
Advanced Gas/Oil Combustion
Turbine
Coal
Combined Cycle
Selected Participant

AEP
KCPL
NPPD
OGE
SPS
WR
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($31,467,038)
($33,713,051)
($53,063,719)
($34,048,404)
($21,726,838)
($39,211,899)

($16,495,858)
($15,161,517)
($23,466,579)
($18,578,845)
($12,157,465)
($18,309,287)

($10,328,867)
($9,037,689)
($12,317,558)
($11,535,479)
($8,417,733)
($10,618,787)
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E. Fuel Type
Generation by Fuel Type (percentages)
Analyzing fuel types most utilized in the SPP EIS Market provides a better understanding of the
pricing structure as well as the potential impact of environmental and other regulatory requirements
in the SPP system. An understanding of fuel types and fleet characteristics enables the market to
better manage and coordinate resource outages and maintain reliability during system emergencies.
Figure II.20 depicts 2010 generation in the SPP EIS Market by fuel type. Coal is the predominant
fuel source; in 2010, coal generation accounted for 62.49% of all generation in the SPP EIS Market.
This was much greater than natural gas, the next most prevalent fuel type, which generated 22.61%.
Traditionally, coal has been the largest source of energy in the SPP region, but recently gas
generation has increased its total market share. There are several reasons for this. As gas prices
decline, the relative cost of generation from this fuel declines in comparison with other fuels. In the
long-term, it is anticipated that gas generation will substantially increase in both total capacity and
market share. As coal generation continues to be impacted by regulatory issues, the percentage of
generation derived from coal will decline. Whether there is a precipitous drop will depend on the
eventual outcome of climate legislation and the magnitude of taxes that may be levied on coal
generation. In the short-term, a resurgence of less expensive natural gas and the increased emphasis
on developing wind generation will continue to yield changes as reflected in this table.
Figure II.20 Percent Generation by Fuel Type for 2010
Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Coal
62.95% 65.43% 66.36% 62.43% 61.55% 58.73% 58.05% 57.52%
Gas
23.01% 20.99% 16.82% 18.62% 21.85% 27.79% 29.72% 31.46%
Nuclear
9.36%
9.62%
9.41% 10.90% 10.30%
8.04%
7.82%
7.31%
Wind
3.85%
2.90%
6.29%
6.93%
5.15%
4.40%
3.33%
3.13%
Hydro
0.76%
0.96%
0.99%
1.02%
1.05%
0.94%
0.99%
0.50%
Oil
0.00%
0.00%
0.00% ‐0.01%
0.00%
0.00%
0.00%
0.00%
Other
0.07%
0.10%
0.12%
0.11%
0.10%
0.10%
0.08%
0.09%
Total
100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%

(Continued)
Coal
Gas
Nuclear
Wind
Hydro
Oil
Other
Total

Sep
Oct
Nov
Dec
61.57% 63.02% 66.59% 65.73%
23.83% 22.57% 14.84% 19.86%
9.30%
8.51% 10.94%
8.96%
4.56%
5.32%
6.92%
4.97%
0.64%
0.46%
0.58%
0.39%
0.00%
0.00%
0.00%
0.00%
0.11%
0.12%
0.12%
0.09%
100.00% 100.00% 100.00% 100.00%
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2010
Average
62.49%
22.61%
9.21%
4.81%
0.77%
0.00%
0.10%
100.00%

2009
2008
Average Average
64.2%
65.7%
23.0%
25.1%
7.5%
4.6%
4.3%
3.5%
0.9%
0.8%
0.0%
0.0%
0.1%
0.2%
100.00% 100.00%
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Generation by Fuel Type (graphical)
Figure II.21 shows market resources’ total generation by fuel type in GWh for February 2007December 2010. Coal is the predominant source of energy in the SPP EIS Market region. Natural
gas is a distant second, and other fuel types follow. This chart depicts the relative change in
generation patterns by fuel over time. The cyclical nature of generation from certain fuel types is
clearly visible.
Figure II.21 GWh Generation by Fuel Type for 2010
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Generation on the Margin
Figure II.22 displays which fuels are at the margin in SPP, thus setting market prices. The system
marginal price is calculated as the price of the next MW available after the total system demand has
been met. The Locational Imbalance Price (LIP) is the system marginal price plus any congestion
charges associated with the pricing node. For a generator to set the system marginal price, the
resource must: (a) be in “available” status, (b) not at the resource plan minimum or maximum, and
(c) not ramp limited.
As highlighted in Figure II.21, generation from coal-fired resources is responsible for over 60% of
all generation in SPP. It is expected that coal would be the marginal resource for a significant
amount of the time. However, coal resources in the SPP region are predominantly baseload units;
they operate best at a constant output and are not used for load following as frequently as in some
regions.
During 2010, coal was on the margin 38% of the time and natural gas was on the margin 61.7% of
the time. Natural gas units in the SPP region are consistently used for load following, and are
therefore on the margin more frequently.
If gas prices remain at their relatively low levels, an interesting phenomenon may develop regarding
marginal fuel ratios. As fuel costs change, participants review their resource fleets and determine the
most economical long term mix. As the relative gas to coal cost declines, participants may decide to
add additional gas capacity to their fleets in lieu of coal. If this occurs, the marginal fuel will shift
further away from coal and add to the already large gas total.
Figure II.22 Generation at the Margin in 2010
Fuel Type Jan Feb Mar
Other
0.1% 0.0% 0.2%
Coal
29.9% 25.6% 41.9%
Gas
70.0% 74.4% 57.8%
Total
100.0% 100.0% 100.0%

Apr
0.5%
43.8%
55.7%
100.0%

May
0.9%
46.7%
52.5%
100.0%
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Jun
Jul
Aug Sep
0.3% 0.0% 0.2% 0.6%
40.4% 32.0% 33.5% 40.7%
59.3% 68.0% 66.3% 58.7%
100.0% 100.0% 100.0% 100.0%

Oct
0.2%
35.5%
64.4%
100.0%

Nov
0.3%
44.4%
55.4%
100.0%

Dec
0.1%
41.8%
58.1%
100.0%

Total
0.3%
38.0%
61.7%
100.0%

2009 Total 2008 Total
0.1%
0.1%
39.0%
30.4%
60.9%
69.5%
100.0% 100.0%
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Wind Capacity and Generation
The SPP region is an area of the country with a very high potential for wind generation, and wind
investment and development continues throughout. Figure II.23 depicts capacity and total generation
from wind facilities for December 2008-December 2010, in the SPP region. Total wind capacity
increased by almost 700 MW in 2010. Total wind generation is also trending upward as more
capacity is added.
Figure II.23 Wind Capacity and Generation
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F. Market Participation
Settling imbalances in the EIS Market is mandatory and automatic; however, full participation in the
SPP EIS Market is voluntary. Market Participants must decide how to best manage their resources
through appropriate scheduling, resource offers, and resource control parameters. Specifically,
Market Participants may modify the control parameters of their resources by changing any or all of
the following: dispatchable range, resource minimums, resource maximums, ramp rates, price offers,
resource status, etc. The following charts and descriptions depict some key components of these
parameters.

Dispatchable Range
Dispatchable range is a control parameter that allows resources to alter their total range of operation.
If a unit has a 500 MW maximum and a 100 MW minimum output level, the dispatchable range is
400 MW. If this resource were to add Spinning or Up/Down Regulation service to this resource, it
would decrease the total dispatchable range by the amount of the service. Limiting the dispatchable
range or resources diminishes the responsiveness of the EIS Market because it shrinks the total
operational range over which resources may be moved. If the dispatchable range is very small, an
increased incidence of extreme pricing events is likely because the market would not be able to
respond to sudden market condition changes.
Figure II.24 represents the dispatchable range of available resources for December 2008-December
2010. There is a noticeable downward trend in the total dispatchable range available to the SPP
system. This concerns the MMU. Adequate dispatchable range is an important characteristic of any
successful market, and the lack of an adequate range can have severe repercussions. The MMU will
continue to monitor the dispatchable range and weigh options for increasing it.
Figure II.24 Dispatchable Range of Available Resources
44%
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32%

Avg Dispatchable Range / Peak Demand
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Ramp Rates
Ramp rates play a key role in EIS market operations because they place limits on how quickly a unit
can respond to changes in loading conditions or dispatch instructions. As load increases or decreases,
units must move accordingly to maintain the proper balance between instantaneous supply and
demand. Higher ramp rates allow units to move more rapidly and adjust more quickly to these
changes. Lower ramp rates increase the total response time to changes in load. If ramp rates are too
low, the market cannot respond quickly enough to changes in system load and ramp shortages will
occur. Ramp shortages serve two functions: they indicate that there is not enough ramp from
available resources in a specific location, and they provide incentives to Market Participants to
provide sufficient ramp to maintain the most efficient system possible.
Figure II.25 shows the average monthly available ramp per interval for December 2008-December
2010 and the total monthly ramp deficiency intervals. The total available ramp increased slightly
over time, with some noticeable seasonal patterns. More ramp is traditionally necessary during high
loading seasons when the system is required to respond to large changes in load. Running countercyclically to the total ramp portion of the figure is the total number of ramp deficiency intervals.
This also is to be expected, because if more ramp is available, there is less likelihood of a ramp
deficiency.
Figure II.25 Ramp Availability and Deficiency Intervals
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Ramp and Capacity
A composite view of ramp in the SPP EIS Market can be seen in Figure II.26, which shows ramp
available to the system as standardized by available capacity, compared to the average online
capacity. The total standardized system ramp remained fairly constant across time, although there is
a slight downward trend. Sufficient ramp is vital to ensure proper market operation. There was
speculation that as participants became more comfortable with the market, they would increase
participation by increasing their ramp rate and other control parameters. This does not appear to have
happened. Because of the vital nature of sufficient ramp rate, the MMU will continue to carefully
monitor this metric to ensure the market can maintain its efficiency and effectiveness.
Figure II.26 Ramp and Average Online Capacity
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Status Type Utilization
Another way a Market Participant can modify its resource control parameters is by selecting the
status type listed in their resource plans. The status type indicates the manner in which the resource
is allowed to function. There are five status types: available, unavailable, self-scheduled, manual,
and supplemental. Only the available status type allows the market to fully utilize a resource by
changing the resource output and allowing it to set the system price. Manual indicates the resource is
uncontrollable. Manual status resources cannot set price and are dispatched according their last
known output. Self-scheduled resources are dispatched according to their sum of schedules against
the resource. For a resource in self-scheduled status, a Market Participant has essentially predetermined an output level, regardless of overall market conditions or operations. Unavailable status
indicates the resource is offline and not available for use by either the market or the Market
Participant. Supplemental status indicates the resource is offline but available to come online within
ten minutes. Available status units are most useful to the market because they can respond to
instructions and quickly resolve congestion and alleviate other operational constraints. Available
status is usually the highest value statues for Market Participants as well.

Generation by Status Type
Figure II.27 shows generation from resources operating in various status types. The vast majority of
generation comes from market available resources; consequently, the market is able to resolve many
operational constraints and operate quite efficiently. In this chart, manual status is divided into
Manual (other) and Manual (intermittent). Intermittent resources are becoming more important in the
EIS Market, and the status types were separated to ensure proper categorization of generation from
these resources. A point of interest is the steady decline in Self-Dispatched generation. The MMU
has made a concerted effort to discourage the use of Self-Dispatched status and is gratified to
recognize the decline in the use of this status.
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Figure II.27 Generation by Status Type
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G. Market Power Measurement and Mitigation
The system marginal price and corresponding Locational Imbalance Prices are derived from the
offer curves submitted by Market Participants. Because these offer curves are the principal driver of
overall system prices, it is necessary to carefully monitor participant offers to mitigate improper
offer submissions. The MMU’s principal concern is that a Market Participant may submit offers that
are substantially higher than what is appropriate, causing the market clearing price to increase above
what is warranted. A Market Participant raising its generators’ offer curves above their actual
marginal cost is an example of Economic Withholding.
The SPP Market Monitoring Unit is directly charged by FERC with mitigating instances of
Economic Withholding. Consequently, the MMU has developed screens and market behavior
analysis tools that look for this type of activity. One tool is the SPP offer cap, a methodology in
which offers are automatically capped given the following conditions: (a) congestion is present in
the system, (b) resources are in a position to wield potential market power and their Generator to
Load Distribution Factors are greater in magnitude than -5%, and (c) affiliate resources of any
capped resource are also capped. The SPP offer cap comes into play only during times of
congestion. Without congestion, competition between Market Participants eliminates potential
market power abuse.
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Offer Cap
An additional capping tool is the FERC offer cap, which limits the total magnitude of submitted
offers. The current value of this cap is $1,000; no participant may submit an offer exceeding this
value. The FERC offer cap applies to all resources at all times. Neither the FERC nor SPP offer caps
are price caps. Prices are set through the use of the System Pricing and Dispatch model, which may
yield prices greater than any individual capped offer.
Figure II.28 shows the relative impact of FERC and SPP offer caps during 2010. The offer cap
metric has been included in the annual State of the Market Report since the beginning of the EIS
market. The MMU introduced a new metric related to the SPP offer cap, but this original metric is
included here for comparison.
The amount of time any resource is dispatched near the FERC cap is exceedingly small. On average
a resource is dispatched near the FERC cap .0046% of the time. Resources are dispatched with the
SPP cap imposed a far greater percent of the time. In 2010 this occurred on average 41.86% of the
time. There is a substantial difference between the SPP cap being imposed and whether or not prices
were mitigated. This difference is seen in the last column, which shows the percent of time resources
were dispatched near the SPP cap. If a resource was capped via the SPP cap and dispatched at a level
near the cap, it is likely that the resource was directly affected by the imposition of the cap.
Assuming this is the case, on average only .0203% of resource intervals were impacted by the
capping methodology. This is a very small percent of total time and indicates that Market Participant
offers are typically well within acceptable limits.
Figure II.28 Effect of FERC and SPP Offer Caps in 2010

Month
Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec

Percent of Available Resource Percent of Available Resource Percent of Available Resource
Intervals Disptached Near
Intervals with SPP Cap
Intervals Disptached Near SPP
FERC Cap
Imposed
Cap
0.0022%
35.64%
0.0026%
0.0064%
27.36%
0.0064%
0.0003%
47.86%
0.0031%
0.0000%
36.30%
0.0575%
0.0016%
38.42%
0.0987%
0.0145%
37.22%
0.0467%
0.0121%
49.08%
0.0223%
0.0140%
61.63%
0.0791%
0.0031%
49.62%
0.0580%
0.0002%
39.95%
0.0229%
0.0004%
32.81%
0.0095%
0.0010%
46.37%
0.0298%

Although the data developed in Figure II.28 clearly shows the offer cap comes into play a very
limited amount of time, the MMU has considered that this overstates the total effect of the offer
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cap. The scope of the original metric included the number of resource-intervals in which resources
were available to the market and were dispatched above zero MW. This was used as the denominator
in the calculation for the percentage of offer capped intervals. The metric in Figure II.29 considers
all resource-intervals for the denominator, regardless of status, outage, or generation level. The
numerator in the calculation of Figure II.29 is also different from that used in Figure II.28. The
calculation considers the number of resource-intervals in which market power may exist. This
happens when the resource is available to the EIS market and it is pivotal to an activated
flowgate. The Security Constrained Economic Dispatch (SCED) solution uses these conditions to
determine if the submitted offer or the SPP offer cap is considered during LIP calculation. Although
this happens rather often, it seldom affects dollars paid to the resource. A second measure is
calculated to identify when 1) the offer is greater than the SPP offer cap, 2) the LIP is greater than
the SPP offer cap, 3) the LIP is less than the offer, and 4) there is a non-zero imbalance volume (EIS
energy was sold/bought at the LIP). Without all four conditions present, EIS dollars paid to this
resource are not affected. The methodology used in Figure II.28 indicates that the SPP offer cap
affected payments 137 times out of a million, whereas the methodology from Figure II.29 indicates
the SPP offer cap affected payments only 3 times out of a million.
Figure II.29 Effect of FERC and SPP Offer Caps in 2010
Month
Jan‐10
Feb‐10
Mar‐10
Apr‐10
May‐10
Jun‐10
Jul‐10
Aug‐10
Sep‐10
Oct‐10
Nov‐10
Dec‐10
2010 Average
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9.44%
6.80%
10.61%
7.58%
9.01%
11.78%
16.21%
21.42%
13.48%
8.97%
6.66%
11.27%
11.17%

% Mitigated
Intervals
0.000000%
0.000100%
0.000100%
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Herfindahl-Hirschman Index (Market Participant Capacity)
The Herfindahl-Hirschman Index (HHI) is a common measure of competitiveness used to identify
relative levels of market concentration. The U.S. Department of Justice is a predominant user of the
HHI as part of its approval process for mergers or acquisitions. A HHI at or under 1,000 is
traditionally considered to be competitive and/or un-concentrated. A HHI between 1,000 and 1,800
indicates moderate concentration, and/or a workably competitive solution. A HHI over 1,800 is said
to indicate a highly concentrated market, and is unlikely to be competitive. In the case of electric
markets, a higher level of 2500 is accepted as an upper threshold level.
Figure II.30 shows the Herfindahl-Hirschman index for 2007-2010 calculated from total generation
capacity shares. The HHI has declined as more Market Participants have been added to the EIS
Market footprint. HHI values at this level indicate that no individual Market Participant can
dominate the market and that the overall market is very competitive. This does not preclude the
possibility of localized market power concerns, but does indicate that an individual participant is
unlikely to successfully manipulate the system by withholding capacity.
Figure II.30 Herfindahl-Hirschman Index (Market Participant Capacity)
Herfindahl - Hirschman Index
2007
1190
2008
1276
2009
970
2010
954

Herfindahl-Hirschman Index (Uncommitted Capacity)
Figure II.31 shows the Herfindahl-Hirschman index for the years 2007 through 2010 for
uncommitted capacity by market participants. Uncommitted capacity is calculated as the installed
capacity at the summer peak minus the maximum load obligation. In the case of an independent
power producer, the entire capacity is considered as uncommitted. As can be seen in the figure, the
HHI values generally trend downward across time as more participants are added.
Figure II.31 Herfindahl-Hirschman Index (Uncommitted Capacity)
Herfindahl-Hirschman Index
2007
969
2008
1133
2009
883
2010
810
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The Market Participant Capacity and Uncommitted Capacity calculations of the HHI yield similar
results. At the start of the EIS Market both indexes show competitive market conditions. There was a
slight increase in the HHI values in 2008 as system reconfigurations occurred. However, in both
2009 and 2010, the HHI values have declined markedly. This clearly shows that during times of no
congestion, that the market is workably competitive and that individual market participants are
unlikely to be successful by withholding either capacity or uncommitted capacity.

Wholesale Uncommitted Capacity
The wholesale market capacity metric is a measurement of the uncommitted capacity in the market
held by each market participant. FERC uses this measure as one of the screens for Market Based
Rates authorization. If a market participant has control of less than 20% of the total uncommitted
capacity, then they pass this market power test.
The uncommitted capacity is the market capacity remaining after subtracting any capacity that is
committed to serving contracted load; for the purposes of this calculation contracted load is defined
as that derived under franchise load obligations. Firm sales to other parties are normally included in
this calculation but not included here because this information is not readily available to the MMU.
Figure II.32, Uncommitted Capacity Market Shares 2010, clearly highlights the limited impact
attributable to individual market participants. Moreover, as no individual market participant passes
the 20% threshold of uncommitted capacity, there is little likelihood of market power and therefore
the market in an unconstrained state is workably competitive.
Figure II.32 Uncommitted Capacity Market Shares 2010
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H. Revenue Neutrality Uplift
SPP is required by its tariff to remain revenue neutral in its market operations processes. The total
money paid to Market Participants for a given hour must equal the amount collected from Market
Participants. Market operations may result in instances in which there is a difference between net
values either paid or collected by SPP. Should this occur, SPP must either uplift the deficiency to all
Market Participants or distribute the over-collection back to Market Participants by including an
adder in the hourly settlement.
There are five components to Revenue Neutrality Uplift (RNU) (a) Energy Imbalance Service (EIS),
(b) self-provided losses (SP loss), (c) over-scheduling charges (O/S), (d) under-scheduling charges
(U/S), and (e) uninstructed deviation (UD) charges. Positive numerical results represent an overcollection by SPP and a payment to Market Participants. Negative numerical results represent an
under-collection by SPP and require a payment from Market Participants. EIS results may be either
positive or negative; SPP may either under or over collect depending on market results. Selfprovided losses may also be positive or negative, depending on the nature of the market solution.
Over-scheduling charges, under-scheduling charges, and uninstructed deviation charges are always
levied against Market Participants, which means they will always be negative in the corresponding
chart.
Energy Imbalance Service Payments
EIS payments are calculated as EIS volume in MWh multiplied by the appropriate price at the settlement
location (LIP). EIS volume is the difference between the metered MW value and the scheduled MW
value. The LIP used is the appropriate settlement location LIP. For a given operating hour, the EIS
component is the net of all sales and purchases. If SPP collects less revenue from Market Participants
than it paid out, the EIS component of RNU is positive. Positive RNU is an indicator that SPP has a
revenue shortfall and must collect additional revenue from Market Participants to remain revenue
neutral. If SPP collects more revenue than it paid, the EIS component of RNU is negative and SPP has a
surplus, which must be distributed back to Market Participants in order to remain revenue neutral.
Self-Provided Losses
Transmission losses are a reality of the electrical grid and must be accounted for when considering power
flows throughout the SPP region. Losses associated with transactions wholly within the SPP region are
already accounted for using the SPP EIS Market. Losses associated with transactions that source from a
non-SPP region and sink into SPP are also accounted for using the SPP EIS Market. Losses from
transactions that source within SPP and sink outside of SPP, and losses from transactions that both
source and sink outside of SPP but travel through the SPP region, must be accounted for using an
alternate method to the SPP EIS Market.
There are two ways Market Participants may handle losses for the aforementioned transactions. They
may settle these losses financially, or they may self provide the loss amount. Financial settlement of
losses requires the Market Participant to pay for all loss costs associated with the transaction. If a Market
Participant chooses to self-provide for its losses, the Market Participant assigns a Designated Balancing
Authority, which is billed the loss amount times the LIP. The Transmission Owners are then
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compensated for the loss costs as a result of the transaction based on their LIP prices and the
Transmission Owner Loss Matrix (posted on the Open Access Same-time Information System). If these
amounts are not equal, RNU is necessary for SPP to remain revenue neutral.
Over and Under Scheduling
Over scheduling happens when a Market Participant schedules more load than actually occurs in its area
in an attempt to profit from price differentials between its resource and load LIP values. Under
scheduling happens when a Market Participant schedules less load than actually occurs to profit from
price differentials between its load and resource LIP values. To mitigate under scheduling, SPP’s market
software looks for instances in which a Market Participant’s actual load exceeds its scheduled load by
4% or 2 MW, whichever is greater. Additionally, the Market Participant must have a LIP value at its load
settlement location that is less than the LIP value at its generators. If these conditions are met, the
software automatically calculates the total amount to be disgorged from the Market Participant. The over
scheduling logic works in much the same way. If the Market Participant’s actual load is greater than the
scheduled load by 4% or 2 MW, whichever is greater, and LIP at the generators is less than LIP at the
load, the Market Participant is subject to disgorgement of any undue revenue.
The Over and Under Scheduling charges outlined above were established to automatically mitigate
instances of either over of under scheduling. These charges are levied against the Market Participant’s
meeting the listed criteria and are distributed to all Market Participants according to the established RNU
procedures. Under and over scheduling penalties are shown in the following RNU table as negative
values because they are penalties levied against Market Participants and require payment from the same.
Uninstructed Deviation Charge
Uninstructed Deviation (UD) is the difference between a Market Participant resource’s dispatch
instruction and actual output for a given interval. Market Participants are expected to operate their
resources within an allowable tolerance range. Deviation from this range can cause adverse market
impacts, as the market must adjust to resources not being where they were instructed.
The tolerance range for a resource is set at 10% above and below the dispatch instruction, limited to a
lower limit of 5 MW, and an upper limit of 25 MW. Up and Down Regulation is then added to the
tolerance range to determine a total allowable deviation range for the resource.
Deviation outside the total allowable deviation range is charged against the Market Participant. If the
deviation is between zero and 25 MW, the charge is (MW deviation amount * LIP * 10%). If the
deviation is greater than 25 MW, the charge is the sum of the previous calculation for 25 MW plus
(deviation in excess of 25 MW * LIP * 25%). The absolute value of the interval deviation as calculated
previously is then averaged across the hour for each resource. This yields the hourly uninstructed
deviation total. Uninstructed deviation charges are levied against Market Participants and represent a
payment required from the participant to SPP in the RNU chart.
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RNU Results
Figure II.33 shows the total RNU for each month in 2010 by component. RNU derived from EIS
represents the majority of total RNU. In 2010, EIS represents approximately 73% of total RNU. Positive
RNU results in SPP applying an uplift procedure to collect additional money to remain revenue neutral.
Negative RNU results in SPP distributing excess money back to Market Participants.
High positive RNU may be the result of hedging instruments being left in place that are greater than the
flowgate’s simultaneous feasibility capability. If this occurs, the total cost of congestion is not fully
reflected, and significant uplift is necessary to cover any operational shortfall. RNU that results from
this situation may be somewhat ameliorated by a more thorough curtailment of schedules that affect the
constrained element. Additional curtailment causes the economic burden of constrained power flow to be
distributed to the participants that are causing the constrained condition, which limits the need for
additional RNU.

Figure II.33 Components of RNU by Month for 2010
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All-in Price
Figure II.34 shows the all-in price by month for 2010. The all-in price is the load weighted SPP average
price adjusted for net RNU. The net RNU adjustment is the total RNU divided by total EIS MWh. Even
though total RNU may appear to be a substantial number, in the context of total EIS it is quite small. The
largest negative RNU adjustment was $-.54/MWh in December 2010, a approximately 2% adjustment to
the system average price. The largest adjustment was $.74/MWh in April 2010, an adjustment of
approximately 3% in the total system average price. The magnitude of RNU adjustment does not cause
the MMU to be concerned.

Figure II.34 All-In Price by Month for 2010

Month Energy (LIP) + RNU = All‐In Price
Jan
42.18
‐0.42
41.76
Feb
40.56
0.44
41.00
Mar
27.72
0.12
27.84
Apr
27.06
0.74
27.80
May
27.69
0.38
28.07
Jun
33.05
‐0.28
32.77
Jul
34.75
‐0.20
34.55
Aug
35.92
‐0.11
35.82
Sep
26.82
‐0.27
26.55
Oct
25.89
0.00
25.89
Nov
24.63
‐0.34
24.29
Dec
30.08
‐0.54
29.54
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Net versus Absolute EIS Payments Uplift
The EIS Net RNU is a reflection of the amount of revenue that is given out or collected from market
participants on an hourly basis for just the EIS payments portion of the Revenue Neutrality Uplift
calculation. Each hour positive and negative imbalance is uplifted by market participant; positive
uplift in a given hour may offset negative uplift from a different hour. To counteract this effect, the
absolute RNU is shown in Figure II.35. As can be seen in the figure, the total magnitude of EI from
both positive and negative accumulation is clearly visible. It is important to note that even in months
when the monthly net impact is near zero, the actual hourly absolute RNU may be substantial. Both
measures of RNU calculation and display show a noticeable decline in RNU since the start of the
market and indicate an improvement in the efficiency of the market. There is a long term downward
trend in Net EIS RNU. This indicates more costs are being allocated to actions and entities that are
causing the cost and an indication that the overall efficiency of the market is improving.
Figure II.35 Monthly Net vs. Absolute Energy Imbalance Revenue Neutrality Uplift 2007-2010
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III. Energy Delivery
A. Transmission Service
The SPP Regional Transmission Organization is obligated by FERC to manage and regulate the flow
of energy across the transmission system within its territory. SPP member companies have agreed to
allow SPP to administer their component transmission systems and place these transmission facilities
under provisions of the SPP Open Access Transmission Tariff. The Tariff contains regulations that
describe how Market Participants are paid for use of the transmission system, as well as rules
pertaining to use of the transmission system itself.
Participants that wish to use the transmission system must follow specific provisions outlined in
SPP’s Tariff, Market Protocols, and Business Practices. Market Participants work with SPP to ensure
the maximum amount of transmission service requests are approved, while maintaining system
reliability and security. Changes in demand patterns via transmission system flows can indicate
larger economic shifts or transmission system modifications. The following metrics detect these
types of changes.
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Transmission Owner Revenue
Members that own transmission elements in the SPP system are entitled to revenues from use of
those elements as facilitated by SPP. Figure III.1 shows total 2010 revenue generated from use of the
transmission system. Total 2010 revenue was approximately $630 million. EIS Market revenues
from purchases and sales totaled approximately $1.3 billion, which means transmission revenues
were 50% of total system revenue.
Figure III.1 Transmission Owner Revenue for 2010
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Transmission Service Requests by Year
Transmission service requests provide a measure of the use of the transmission system. A
participant’s request for service indicates its desire to use specific transmission system paths. The
rate of confirmation of initial requests may represent the demand for access to the grid, and may also
provide insight into the grid’s ability to simultaneously accommodate demand for transmission
paths.
Figure III.2 depicts 115,000 transmission service requests in 2010, a slight increase from 2009 but
well below the long-term average. This number represents requests that were approved, modified or
rejected.
Figure III.2 Annual SPP Transmission Service Requests
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Transmission Service Requests by Status
A more nuanced view of transmission service requests incorporates monthly values to better reflect
intra-year changes that have occurred. Figure III.3 shows total transmission requests by status type
for January 2007- December 2010. Total transmission service requests increased slightly in 2010
from relatively stable levels in 2009, following substantial declines in late 2007 and mid-2008. A
large decline in total transmission service requests is not worrisome in this case. The SPP EIS
Market began operation in February 2007, and many Market Participants likely reduced their total
requests as their comfort with market operations increased.
Figure III.3 Monthly SPP Transmission Service Requests by Status from 2007 – 2010
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Approved and Refused Transmission Service Requests
Modifying the above chart by removing the “Other” status generates Figure III.4, Monthly Approved
and Refused Transmission Service Requests 2007–2010. The percentage of approved transmission
service requests declined steadily during 2010, largely due to the sharp increase in refused
transmission requests. The increase in refused requests is largely attributable to congestion. This is
not necessarily a bad condition, because congestion resulting from full utilization of the transmission
system is a natural consequence of the current market structure. If paths are fully utilized, market
efficiencies are maximized and the largest possible benefit is derived from both the transmission grid
and market operations.
Figure III.4 Monthly Approved and Refused Transmission Service Requests from 2007 – 2010
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B. Transmission Congestion
An important consideration in analyzing overall market health is to study the use or overuse of the
transmission system. In an ideal world, the transmission system would be robust enough to allow the
transfer of any amount of energy to any point on the system, eliminating the possibility of
congestion. However, building such a robust grid would be extremely expensive and costs would
more than offset net gains for the interconnected system. The current transmission system balances
energy transfer needs and overall affordability. The transmission system is reasonably efficient at
facilitating energy transfers across the system, but it does yield congestion under certain conditions.
Flowgates are used to monitor the transmission system to ensure proper operation and maintain
maximum efficiency. A flowgate is a transmission element or combination of elements representing
a piece of the transmission system over which energy flows must be monitored and controlled. SPP
manages total system flows over these flowgates to control and manage congestion.
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Flowgate Congestion by Time (percentages)
Figure III.5 shows the percentage of on-peak, off-peak, and total intervals in which there was at least
one congested flowgate. In 2010, at least one flowgate was congested an average of 69% of the time.
This is a slight decrease from 2009 in which an average of 71% of all intervals had at least one
congested flowgate. Interestingly, congestion tends to occur during off-peak periods of the day.
Traditionally, transmission congestion coincides with load increases throughout the day. Load
normally increases in the morning, plateaus toward the middle of the day, then declines throughout
the evening. More congestion during off-peak hours - 10 p.m. through 7 a.m. - indicates that
something other than traditional load patterns is driving congestion.
Figure III.5 Percent of Five-minute Intervals with at Least One Flowgate Congested

Month
Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec

2008
2009
2010
Off Peak On Peak Total
Off Peak On Peak Total
Off Peak On Peak Total
26%
30%
28%
37%
33%
35%
52%
33%
44%
24%
27%
26%
63%
76%
69%
54%
48%
51%
68%
80%
74%
97%
91%
94%
90%
66%
78%
73%
74%
74%
81%
67%
74%
91%
77%
84%
53%
49%
51%
86%
92%
89%
79%
62%
72%
69%
77%
72%
85%
88%
86%
57%
62%
59%
73%
87%
80%
94%
86%
90%
57%
62%
59%
64%
82%
72%
91%
78%
85%
81%
79%
80%
36%
55%
45%
67%
43%
56%
82%
70%
76%
46%
55%
50%
60%
49%
54%
84%
61%
74%
66%
70%
68%
69%
40%
56%
90%
76%
83%
30%
22%
26%
73%
50%
62%
77%
61%
69%

2008
2009
2010
Off Peak On Peak Total
Off Peak On Peak Total
Off Peak On Peak Total
Average
52%
59%
56%
75%
66%
71%
74%
63%
69%
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Flowgate Congestion by Time (graphical)
Figure III.6 is a graphic representation of flowgate congestion as highlighted in Figure III.5. Overall
congestion is trending upward, while the relationship between on-peak and off-peak congestion is
inverting. Transmission congestion is not necessarily bad, as it may signal areas where additional
transmission development is needed to eliminate bottlenecks and facilitate efficient use of system.
Figure III.6 Percent congestion by Time Status
100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

2008

On Peak

Dec

Oct

Nov

Sep

Jul

Aug

Jun

Apr

May

Mar

Jan

Feb

Dec

Oct

Nov

Sep

Jul

Aug

Jun

May

2009
Off Peak

SPP 2010 State of the Market Report

Apr

Mar

Jan

Feb

Dec

Oct

Nov

Sep

Jul

Aug

Jun

Apr

May

Feb

Mar

Jan

0%

2010
Total

75

Southwest Power Pool, Inc.

Incidence of Flowgate Congestion
Another way to analyze transmission congestion is to study the total incidence of intervals in which
a flowgate was either breached or binding. A flowgate is a monitored element of the transmission
system that SPP uses to control overall loading and ensure the system reliability. A breached
flowgate is one in which flow over the element has exceeded its allowable limit. A binding flowgate
is one in which flow over the element has reached but not exceeded its allowable limit.

Breached Flowgates
Figure III.7, shows the total percent of intervals by month in which a flowgate was breached. The
MMU is somewhat concerned that the level of breached intervals has in some months substantially
exceeded 5%. Appropriate congestion management techniques should minimize the incidence of
severe transmission congestion and preclude flowgate breaches of this extent. The MMU encourages
SPP to better understand the cause of the excessive flowgate breaches and develop mechanisms to
more efficiently deal with excessive congestion.
Figure III.7 Intervals with Breached Flowgates
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Binding Flowgates
Figure III.8 shows the total percent of intervals by month in which a flowgate was binding. The
MMU is not as concerned about binding flowgates compared to breached, because binding flowgates
may indicate that the transmission system is being fully utilized. A binding flowgate indicates the
transmission system is functioning as efficiently as possible given its current condition and
configuration.
Figure III.8 Intervals with Binding Flowgates
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Constrained Flowgates by Time
In the SPP region there are flowgates that are congested/constrained a significant amount the time.
Figure III.9 lists the top 20 constrained flowgates in the SPP region. Three flowgates were
constrained more than 10% of all intervals in 2010. While some congestion is necessary and
provides important insight into transmission system limitations, congestion of this magnitude may
reflect a deeper issue in the affected region.
Figure III.9 Top 20 Time Constrained Flowgates
BINDING BREACHED TOTAL PERCENT
FLOWGATE NAME INTERVALS INTERVALS INTERVALS OF TIME
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Constrained Flowgates by Shadowprice
Another way to look at the congestion effects from constrained flowgates is to quantify the dollar
impact associated with relieving the congestion. A flowgate’s shadowprice represents the dollar
value of flowgate relief, or the cost associated with relieving the congestion on the flowgate by one
MW. Figure III.10 shows summed shadowprices for the listed flowgates categorized by binding or
breached conditions. For example, for every 2010 interval in which there was a binding flowgate, its
associated shadowprice is summed and the total displayed.
Total shadowprices for some flowgates is quite high. High shadowprices indicate where additional
investment is needed to relieve congestion. The results in Figure III.6 indicate that substantial
investment in congestion relief mechanisms would greatly benefit the Texas panhandle and
Shreveport areas.
Figure III.10 Top 20 Constrained Flowgates by Shadowprice
BINDING
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TOTAL
FLOWGATE NAME SHADOWPRICE SHADOWPRICE SHADOWPRICE
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C. Transmission Outages
Transmission elements experience outages during which they are not in service and not available for
use. Outages may be the result of maintenance or some other scheduled unavailability, or may be
caused by unforeseen circumstances such as storm damage, accidents, fires, etc.

Transmission Outage Days
Figure III.11 shows total transmission outage days for 2004-2010. A transmission outage day is the
total number of days in which a transmission element is out of service. For instance, if two
transmission elements are out of service for one week, the number of transmission outage days
would be {(2 elements * 7 days outage) = 14 transmission outage days}.
The number of transmission outage days has increased dramatically. There are several reasons for
this, including the addition of new market participants and new transmission elements to the SPP
system. Reporting of transmission outages has increased, as there is an increased demand for
accurate outage information. Construction of new transmission requires reworking existing elements,
which necessitates outages.
Figure III.11 Total Transmission Outage Days for 2004 through 2010
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Transmission Outage Days by Month
Figure III.12 shows days of transmission outage by month for 2004- 2010. Transmission and
generator outages follow seasonal patterns; it makes sense to schedule transmission outages when
there is less demand on the transmission system.
Figure III.12 Days of Transmission Outage by Month for 2004 – 2010
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Transmission Outage Days by Balancing Authority
Figure III.13 shows total days of transmission outages by Balancing Authority for 2010. The largest
participants consistently experienced the most outage days. This is expected, because the largest
participants have more transmission facilities and have more cause for outages.
Figure III.13 Days of Transmission Outages by Balancing Authority
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Relative Repair Time for Transmission Outages
Figure III.14 shows the ratio of transmission outage days compared to the number of transmission
facilities by participant. This chart establishes the number of outage days per element by participant.
The chart depicts considerable diversity because there is variability across the system and between
participants. Outages in Market Participant areas may require different levels of remediation and
may have vastly different methods of correction.
Figure III.14 Ratio of Days of Transmission Outage Days to Number of Transmission Facilities
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D. Generator Outages
Generator outages typically fall into two categories, forced and maintenance. Forced outages occur
when a generator is unable to function at full capacity due to an unforeseen circumstance, or it has
otherwise been rendered inoperative. Maintenance outages occur when the owner schedules and SPP
approves a generator or associated facility to be out for maintenance. Generator outages are
interesting to the MMU because they may represent a classic case of physical withholding. The
MMU closely monitors generator and transmission outages to ameliorate withholding of such type.
Figure III.15 shows total forced and maintenance generation outages from 2008-2010. Also included
is the percent of total generation experiencing an outage - the sum of maintenance and forced
outages divided by the total daily capacity. Outages typically follow a seasonal pattern, with
increased maintenance outages in spring and fall and increased forced outages during summer and
winter. This is expected, as maintenance outages are traditionally scheduled during seasons when
loading is low. Increased forced outages during peak loading seasons are also expected, because
forced outages are more likely when more generation is online. The percent of outages also follows
an expected seasonal pattern, with more outages occurring during low loading months.
Figure III.15 Generation Outages (MW) by Status
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E. Generation Interconnection (2010)
In order for generation to be added to the SPP footprint, it is necessary to perform engineering
studies to determine the feasibility of the proposed generation connecting to the system and to
identify any transmission development that is necessary to facilitate the proposed generation. Types
of engineering studies include: Feasibility, PISIS, DISIS, and Facility. Generation under these study
types is displayed in Figure III.16. Generation studies that have already been completed are also
included in the figure. These include those interconnection agreements that are in the process or
being created, those where work is progressing, and those where work has been suspended.
Figure III.16 Generation Interconnection Requests by Category (MW)
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A very brief description of the study types and interconnection categories is provided below.
•Feasibility Study Stage – Initial assessment of the practicality and cost involved in adding
generation to the SPP transmission system.
•Preliminary Interconnection System Impact Study (PISIS) – More detailed analysis of the
proposed interconnection with cost allocations for necessary transmission upgrades (if any)
•Definitive Interconnection System Impact Study (DISIS) - More detailed analysis of the
proposed interconnection with cost allocations for necessary transmission upgrades (if any),
and system response modeling with updated interconnection parameters
•Facility Study Stage – Final analysis of proposed interconnection including detailed cost
planning data, complete analysis of system integration impacts highlighting needed upgrades.
•Interconnection Agreement (IA) Pending – The Customer, SPP and the Transmission Operator
are in the process of negotiating aspects of the Generation Interconnection Agreement
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•Interconnection Agreement Fully Executed/On Schedule – A generation interconnection
agreement has been executed and the construction of the facility as outlined in the agreement
is underway
•Interconnection Agreement Fully Executed/On Suspension - A generation interconnection
agreement has been executed and the construction of the facility as outlined in the agreement
has been suspended
A reformulation of the generation interconnection requests in queue, summing by fuel type yields
Figure III.17. As can be seen in the figure, Wind accounts for the vast majority of proposed
generation interconnection, well over 19,000MW. Continued development of wind generation in the
SPP region is very likely to continue and the proper integration of wind generation is fundamental to
maintaining the reliability of the SPP system. Additions by other fuel types, while less than
additions by wind, are still substantial and require careful planning to ensure proper integration into
the regional grid.
Figure III.17 Generation Interconnection Requests by Fuel Type (MW)
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F. Transmission Investment
SPP as a Regional Transmission Organization has a responsibility to develop transmission expansion
plans that will ensure both the long and short term reliability of the system, as well as ensure that the
system is cost effective and adequately robust. SPP has developed several Transmission Expansion
Plans in past years, 2010 was no exception. The 2010 SPP Transmission Expansion Plan highlights
many key areas of transmission development, and provides an outline of forecast capital outlays
necessary to ensure that the transmission system remains adequate for both current and future needs.
The 2010 SPP Transmission Expansion Plan (STEP) summarized needed transmission investments
for the ten-year period from January 1, 2011 through December 31, 2021. Transmission expansion
projects throughout the SPP region totaled more than $5.1 billion dollars of proposed development.
Numerous projects are included; 3,295 miles of new transmission lines, 947 miles of reconductored
transmission lines, 753Mvar of new capacitors, and over 100 new or upgraded transformers.
Increasing the total transfer capability of the region is a principal consideration of this plan, as can be
clearly seen by $3.5 billion allocated for the construction of new transmission lines.
The MMU is delighted to see that the principal congested flowgates as published in both Annual and
Monthly Market Reports have been reviewed in the 2010 STEP report and that consideration has
been given to appropriate amelioration efforts for these congested areas. Additionally, the
recognition that the current congestion experienced by market participants should be studied and
where possible resolved is a major undertaking that should yield positive results for all parties.
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IV. Market Developments
The following issues relate to the SPP market but are not directly represented by other metrics. This
section highlights macro trends that may affect the SPP region, and discusses issues that may bring
gains if new structures are adopted or incorporated.

A. Integrated Marketplace Design Issues
The proposed Integrated Marketplace design is an extensive reform of SPP’s existing markets that
will introduce a Day-Ahead Market with Transmission Congestion Rights (TCR), a Reliability Unit
Commitment process, and a Real-Time Balancing Market. Beginning in September 2009, an MMU
representative attended Market Working Group (MWG) meetings in which Marketplace design was
discussed. The MMU discussed critical design elements internally and communicated recommended
changes to the SPP Market Design team and MWG throughout the design process. Additionally, the
MMU developed the Marketplace’s Market Monitoring Plan and Mitigation Measures. The
following sections highlight the Integrated Marketplace design’s strengths and weaknesses, focusing
on implications of the proposed rules’ efficiency and competitiveness.

MMU Supports
The MMU supports most of the proposed Integrated Marketplace design. The design includes
several fundamental provisions that are key to increasing SPP’s market efficiencies and the regional
benefits members receive from the Marketplace. Several of the issues listed below were highly
debated and passed the MWG by a narrow margin. While aware of the dissenting members’
positions, the MMU supports the MWG’s votes and recommends including these elements in the
SPP Integrated Marketplace design:
(1)
(2)
(3)
(4)
(5)
(6)

Five-minute settlement of the Real-Time Balancing Market
Operating Reserves Markets with co-optimization of energy and operating reserves
Operating Reserve Zones
Marginal Loss Method
Third party participation in the Transmission Congestion Rights market
Virtual Trading in the Day-Ahead Market

These market design components will increase market efficiency, lead to competitive pricing, and
induce competitive behavior from Market Participants. These components are based on fundamental
economic principles that have been successfully implemented in other RTO markets. The MMU’s
strong support of these market design elements is based on their sound theoretical grounding and
successful practical application in other markets.

MMU Concerns
The MMU was opposed to the following design elements, and expressed its concern to both the
MWG and the SPP Board of Directors. Consequently, the MWG has since reviewed these issues and
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has modified the market design by removing the provisions that supported these issues.
Specifically, the MMU opposed:
1) Restriction that the Reserve Zone minimum be no larger than the available reserves
2) Rules that allow for the transfer of Reserve Zone obligations between Reserve Zones
Restriction on the Reserve Zone Minimum
The Reserve Zone minimum was originally restricted to be less than or equal to the available
reserves in a Reserve Zone. From the Market Protocols:
…the Reserve Zone minimum Operating Reserve requirement is equal to the
lesser of; 1) the difference between the largest Resource MW and unused
import capability; 2) the difference between the Reserve Zone load and import
capability; or 3) the sum of available Operating Reserve Resource MW within
the zone whether the Resources are offered or not offered.
As in other RTO markets, Reserve Zone minimums serve as triggers for scarcity pricing. If the
available reserves in a Reserve Zone fall below the minimum requirement, there is a shortage of
reserves and scarcity pricing is applied. Consider the following example:
- In Reserve Zone A, the largest resource has a 500 MW capacity
- The Reserve Zone load is 800 MW
- The unused import capability is 100 MW and the sum of the available reserves is 300 MW:

Reserve Zone A

Import
Capability
(100 MW)

Load (800 MW)
Reserves
(300 MW)
Largest Gen (500 MW)

In the originally proposed language, the minimum Operating Reserve requirement was equal to the
lesser of:
1) The largest Resource MW (500 MW) – Unused import capability (100 MW) = 400 MW
2) Reserve Zone load (800 MW) – Unused import capability (100 MW) = 700 MW
3) Sum of Available Operating Reserve Resource MW within the zone = 300 MW
The Reserve Zone minimum would have been set equal to the amount of available reserves: 300
MW. The reserves and unused import capability would sum to 400 MW, not enough to cover for the
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loss of the 500 MW resource. Yet under the proposed protocol language, the minimum requirement
would not exceed the available reserves and this will not be considered an operating reserve
shortage. Prices would not reflect the shortage.
In its Notice of Proposed Rulemaking that preceded Order 719, FERC noted that RTO/ISO market’s
scarcity pricing rules may not produce prices that:
"accurately reflect the true value of energy [during periods of operating reserve
shortages] and, by failing to do so, may harm reliability, inhibit demand response,
deter new entry of demand response and generation resources, and thwart
innovation." 2
FERC continued in the same NOPR:
"Without prices that reflect the true value of energy, we cannot expect the full
integration of demand response into organized markets. We therefore do not
believe that reforms in this area should be delayed until every barrier to demand
response, whether retail or wholesale, technological or regulatory, is identified
and addressed."
Subsequently, in Order 719 FERC recommended four different approaches for applying scarcity
pricing in RTO/ISO markets and required each RTO/ISO to implement scarcity pricing and better
reflect the true value of energy during operating reserve shortages.
The MMU argued that the restriction on the Operating Reserve zone minimum precluded the
appropriate application of scarcity prices and effectively negated the beneficial price signals and
efficiency gains that should be obtained through the use of Reserve Zones.
Reserve Obligation Transfer Between Zones
In the originally proposed protocols, the Internal Reserve Zone Obligation Transfer Schedules would
have allowed a Market Participant to transfer reserve obligations to a generator that is outside of the
Reserve Zone. This provision, which to our knowledge is unique to SPP, could have created
considerable inefficiencies in the energy and the TCR markets.
Under these rules, inefficiencies could have arisen because the obligation transfer requires some
assurance that the reserves, if called on, would be deliverable to the Reserve Zone where the
obligation originated. If the reserves were not deliverable, inefficiency could have arisen in the
Operating Reserve market because the market would no longer reflect the system’s physical realities.
To ensure that reserves are deliverable, transmission capacity into the Reserve Zone would have

2

Wholesale Competition in Regions with Organized Electric Markets, Notice of Proposed Rulemaking, 73 FR 12,576
(March 7, 2008), FERC Stats. & Regs. 32,628 (2008), paragraph 107.
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been reduced by the amount of the obligation transfer. Thus, the restricted transmission capacity
would not have been available for energy imports and congestion resolution. This would have
reduced the effectiveness of the co-optimization of energy and reserves. This design element also
would have presented potential market power abuse opportunities. This provision would have
enabled a select group of members, those holding firm transmission rights between Reserves Zones,
to lower the import capacity into a particular area. A lower import capacity would have increased the
likelihood of congestion in the energy market and thus introduced gaming issues.
This design element would have presented another problem related to the value of transmission
rights. A Reserve Zone obligation transfer schedule required the Market Participant to possess firm
transmission rights to deliver the reserves if called on. The value that accrued to the firm
transmission rights holder would be obtained through the TCR Market. With the submittal of a
reserve obligation transfer schedule, the Market Participant would have been reserving capacity and
extracting additional value for holding the firm transmission rights.
To summarize, prior to the removal of these design elements, the MMU had very serious concerns
regarding Reserve Zone obligation transfers because of:
•

Inefficiencies in the energy market - Reserve Zone obligation schedules will occupy
transmission capability that could be used to import energy into the constrained areas

•

Increased potential for gaming - Market Participants will have the ability to lower
transmission capability that will increase the likelihood of congestion

•

Inefficiency in the TCR Market – Transfer schedules will reduce the transmission
capability on the Reserve Zone interfaces, causing TCRs to be under-funded

The benefit of internal reserve schedules is to hedge against differences in reserve costs between
locations. The TCR Market will allow Market Participants to hedge these risks. Differences in
reserve costs between two settlement locations should always be lower than the differences in energy
costs due to the co-optimization of energy and reserves. Allocation of TCRs into the local Reserve
Zone should provide protection for Market Participants seeking to hedge reserve cost differences

Integrated Marketplace Design Status Update (April 2011)
The SPP Markets and Operations Policy Committee (MOPC) endorsed the baseline Integrated
Marketplace Protocols on January 12, 2011. The MOPC directed the MWG to proceed with a
request to further evaluate the benefits of the SPP unique design elements, and to determine if the
benefits were sufficient to overcome the associated implementation costs and risks. The MOPC and
the SPP Board of Directors also requested that the MWG review and respond to the market design
reports from the MMU and Boston Pacific, Inc (BPI). The MWG responded to the MOPC request
with the submission of a written report on April 12, 2011.
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The MWG concluded that no single existing market design could meet the full needs of the region.
Furthermore, adopting a market design currently in use another RTO would not significantly reduce
the costs of market implementation.
The MWG review of the MMU and BPI recommendations produced the following modifications:
1. Explicitly describe the process for adjusting the ARR nomination caps
2. Remove the provision allowing the Reserve Zone internal obligation transfers
3. Remove the provision allowing an operating Reserve Zone minimum to be equal to the
available reserve amount
The MOPC accepted and approved the modified design as recommended by the MWG on April 12,
2011. One addition was made relating to the removal of enhanced combined cycle modeling. It was
determined that this capability was to be added to the market within one year of the market start.

B. SPP Interregional Issues
SPP is the neighbor of seven other entities with which there are significant cross border transactions:
Associated Electric Cooperative Inc., Entergy, Midwest Independent Service Organization (MISO),
Western Area Power Administration, Electric Reliability Council of Texas, Southwestern Power
Administration, and Western Electricity Coordinating Council. Seams occur at the borders of
entities’ footprints where regional operational and structural differences cause a discrepancy in
prices, cost allocations, and response characteristics to constrained elements. Several activities are
underway to identify and address these differences. There are direct discussions between the RTO
operations groups, a taskforce established at SPP to look into these concerns, and the SPP Seams
Steering Committee and a Seams Task Force have been formed by the Congestion Management
Process Working Group (CMPWG).
The CMPWG was established and conditionally accepted by the FERC to operate under a Joint
Operating Agreement (JOA) between MISO and PJM, to satisfy a compliance requirement to
develop agreements on how to manage congestion at their system seams. The CMPWG has become
the primary organization active in the development of consistent practices and congestion
management strategies for Reciprocally Coordinated flowgates in the Eastern Interconnection.
Consequently, the CMPWG is highly involved in activities to help members fairly and consistently
allocate costs associated with jointly coordinated flowgates, as well as encouraging a regional
perspective on transmission planning issues.
The need for the CMPWG was realized after analysis and review indicated issues between regions
that required resolution. Initial analysis of seams issues identified problematic issues requiring
further study and resolution:
•
•
•

Improvement of market flow calculations
Improvement of coordinated planning
Comprehensive cost allocation methodology
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•

Parallel flow visualization methodology

Improvement of Market Flow Calculations
Over the past several years, SPP has observed substantial amounts of unattributed flows over several
flowgates near the border with MISO. Studies indicated the unattributed flows were largely
explained by differences in the methodologies used by MISO and SPP to calculate market flows.
This untagged parallel flow has both reliability and equity implications. The untagged flow has
accounted for as much as 40% of the total flowgate capacity on certain flowgates near the SPPMISO border; this is well over three times the normal. To address this problem, SPP, MISO and
PJM developed a task force, which reports to the CMPWG, to review the situation and develop
options for improvements in the market flow calculation methodology. Various solutions were
proposed, and a set of recommendations were developed and will be presented for approval to the
appropriate entities. Due to the significant financial and reliability implications of this problem, the
MMU strongly encourages the affected parties to develop a prompt and equitable solution.

Improvement of Coordinated Planning
A perennial issue that arises across the Eastern Interconnection is development and cost allocation of
transmission infrastructure that spans regional boundaries. SPP established some limited
coordination of transmission infrastructure development through the Integrated Transmission
Planning process, and participates in interregional organizations such as ISO/RTO Council and the
Eastern Interconnection Planning Collaborative. Broader use of coordinated planning is necessary,
and SPP is actively working to increase stakeholder support for this endeavor. SPP will participate in
discussions in which modeling assumptions, coordinated solutions for problems, and cost allocation
methodologies that are equitable for member organizations will be developed.

Comprehensive Cost Allocation Methodology
A comprehensive interregional cost allocation methodology is needed to ensure that costs associated
with flowgate congestion and transmission development are appropriately borne by the affected
parties. The SPP Seams Steering Committee developed cost allocation principles in 2010, and SPP
has begun discussions with neighboring entities regarding incorporation of these principles into
various seams agreements.

Parallel Flow Visualization Methodology
Consistency in market flow methodologies is imperative as the bulk electric system becomes more
interconnected. The North American Energy Standards Board (NAESB) is developing a single
prioritizing methodology with which to consolidate and replace different market flow methodologies
maintained by various regions. Two options are currently under consideration by the NAESB:
requiring tagging of all non-firm resources, and allocating flowgate capacity in a similar manner as
the current Congestion Management Practice. SPP will work with the NAESB to ensure that an
adequate and equitable methodology is developed and implemented.
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Summary and Conclusions
As part of an interconnected transmission system, SPP has the obligation to ensure that its interests
are represented throughout the bulk electric system. It is entirely appropriate for SPP to work with its
neighbors to develop policies and procedures that establish efficiency and equitable transactions
across seams. SPP is participating in several initiatives that should encourage long-term efficiency
throughout the interconnected regions.
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C. Developments in Natural Gas Markets
Shale Gas Development
Over the past several years shale gas development in the United States has occurred at a fast pace
and shows little sign of slowing. Development of shale gas formations is principally driven by
advancements in horizontal drilling technologies and formation fracturing processes. Innovations in
these areas have dramatically decreased the cost of exploring shale gas formations. Consequently,
previously uneconomic formations are being developed for commercial use and production from
these fields is increasing rapidly.
Shale gas development is an important consideration for the SPP region. Numerous significant shale
gas areas are either entirely or partially within the SPP area, including the Fayetteville, ExcelloMulky, Haynesville, Barnett, and Woodford shale zones. Further development of these resources
should increase regional gas capacity while keeping prices stable as more capacity is available.

Pipeline Construction
Closely linked with shale gas expansion is development of gas transmission infrastructure. Several
large gas pipelines have been constructed in the past few years, and more are under development.
The recently constructed pipelines have linked regional gas markets in ways never before seen.
Historically, there have been substantial price differentials between different regions of the country,
as the total capacity to move gas between the regions was constrained. While the differential still
exists, it has substantially decreased; in some cases, prices have almost equalized as gas can now be
moved more freely between the regions.

Conclusions and Concerns
There has been a fundamental shift in the technological development of natural gas drilling in United
States shale formations. Expansion of exploration into previously uneconomic shale plays, coupled
with the dramatic decrease in the cost of drilling technologies, has resulted in a vast increase in the
country’s capacity to produce natural gas. Total natural gas reserves have increased substantially
and, due to new pipeline construction, the total transfer capacity of natural gas has also increased.
Consequently, natural gas prices are expected to remain stable in the near-term. Low stable prices
are a boon to electrical generators using this fuel source, and SPP can expect Market Participants to
take advantage of these prices.
The MMU wants to ensure that all modeling and cost estimates reflect the fundamental shift in
assumptions surrounding natural gas production. The MMU reviewed changes in the natural gas
market and has the following three questions and issues for consideration:
• Are the low gas prices fully reflected and represented in the modeling programs used for
SPP’s planning efforts and cost estimates?
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• Are recently developed models using gas cost estimates that reflect the downward basis
change in total cost?
• Do the previously released economic models and estimates retain their feasibility given the
substantial change in actual fuel costs?
The MMU hopes that recognizing the fundamental shift in natural gas pricing and incorporating this
into SPP’s models and estimates will produce more accurate, efficient, and effective models and
estimates.
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D. SPP Congestion Management Changes
Transmission Loading Relief (TLR)/Congestion Management Event (CME) Procedure
Review
To manage congestion SPP uses several relief mechanisms, principally the Transmission Loading
Relief (TLR) and Congestion Management Event (CME) processes. In the past the TLR process was
the sole method for ameliorating excessive flowgate loading. An SPP tariff requirement specified
that the TLR process must be utilized even when no Interchange Distribution Calculator (IDC)
curtailable schedules existed. The TLR process is best suited for instances when there are IDC
curtailable schedules, so the requirement that the TLR process be used in the absence of IDC
curtailable schedules was not particularly helpful. Because the vast majority of TLR events had no
associated IDC curtailable schedules, it became necessary to develop a secondary mechanism to
more efficiently manage flowgate congestion.
The secondary mechanism for better managing congestion is the Congestion Management Event
procedure, which was implemented in August 2010. The CME procedure is utilized when the
Market Operation System (MOS) activates a flowgate without automatically using the TLR process.
This may or may not cause the MOS to re-dispatch around the activated flowgate; whether this
occurs is largely dependent on the overall system configuration and loading conditions in the given
interval. It is no longer necessary to use the TLR process when there are no associated IDC
curtailable schedules; this is principally the case when a flowgate is affected by only market
resources and schedules. However, if there are IDC curtailable schedules, the TLR process must still
be utilized.
The CME procedure has some additional benefits. It eliminates overlapping work by allowing SPP
Reliability Coordinators to use the TLR process only when it is needed. The CME procedure reduces
the total incidence of TLR reporting, providing a better basis of comparison with neighboring
entities. The CME procedure, which has a faster response time than the TLR process, should result
in faster mitigation of congestion management.

Early Results of CME Implementation
The following figure summarizes congestion statistics for 2009 and 2010, highlighting changes
before and after the CME procedure implementation. The CME procedure resulted in a decline of
over 4,000 total TLR hours. This is a substantial decrease, and indicates how extensively the TLR
process was over reporting congestion in past years. The displacement of the TLR process by the
CME procedure represents an improvement in the congestion management process for the SPP
market system.
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Figure IV.1 Changes in Congestion Management

Total CME Hrs.
TLR Hrs. Level 3
TLR Hrs. Level 4
TLR Hrs. Level 5
Binding RTB hrs.
Breached RTB hrs

2009
External
SPP
Flowgates Flowgates
0
0
17039
983
4107
95
790
103
1851
19
90
21
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Total
0
18022
4202
893
1870
111

2010
External
SPP
Flowgates Flowgates
4234
0
11948
1325
281
222
632
438
1625
108
83
32

Total
4234
13273
503
1070
1733
115
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2010 Conclusions and Recommendations
SPP Market Performance
The SPP wholesale electric market continues to be competitive, and overall market participation is at
very high levels. Generation from resources that use Self-Dispatched status (self-scheduled)
continues to decline and is now at about 1-2% of total generation. This is a dramatic change from the
15-18% levels experienced in 2007, the first year of the market. High levels of generation in
available status improve efficiency and support congestion management efforts. Other indications of
a strong market are relatively low levels of ramp rate deficiency intervals and declining levels of
revenue neutrality uplift. One area of concern is the decline in dispatchable rage offered by Market
Participants.
Prices in the SPP region are relatively stable. Average prices are up slightly more than 14%, which
closely corresponds with the change in the cost of natural gas. There continues to be a very strong
link between the cost of natural gas and the marginal cost of energy. This trend is likely to continue
and the correlation may become stronger should natural gas supplant coal as the marginal fuel.
SPP prices are comparable to what is seen in other markets in neighboring regions. SPP prices are
similar to those in MISO and less than those in ERCOT. The price differences between the markets
are expected given the types of resources in each market and their relative fuel costs. This
relationship is also true for price volatility. SPP volatility is slightly less than MISO and about half
of what is experienced in ERCOT.

Competitive Market
The MMU considers the SPP EIS market to be workably competitive. Traditional market power
assessments such as the Herfindahl-Hirschman index, a commonly accepted measure of market
concentration, shows the SPP market to be un-concentrated. This is true when evaluating all capacity
as well as the uncommitted capacity on the system. This assessment only reflects conditions when
there is no congestion in the market footprint. Congestion will create conditions where there will be
very high levels of concentration and limited competition.
Because congestion creates conditions where individual market participants may have market power,
SPP is required to have mitigation measures in the form of offer caps to deter and minimize potential
abuses of market power. A review of prices and offers shows that offer caps have very little impact
on prices in the SPP market. This is one indication that offers are generally competitive.
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Localized Congestion Concerns
The SPP system contains some highly congested transmission corridors that result in significant,
local price volatility. The average annual price for the system was $31.33 in 2010. While specific
load serving entities, with variable constrained conditions, experienced average annual prices
ranging from $35.18 to $25.45. This is also reflected in the price volatility for individual
participants. The SPP system price volatility is only 50% whereas individual participants experience
volatility as high as 113%. The volatility and price differential have wide ranging production
efficiency implications and may dampen participation in the market.
Two transmission corridors within the SPP footprint experienced very high levels of congestion in
2010: the Kansas City area and the Texas Panhandle area. Congestion on several flowgates in the
region north of Kansas City is the primary driver for low prices and high volatility experienced by
the Nebraska market participants. Several transmission projects have been developed to help
alleviate this congestion. These projects have an in-service date of mid-2014.
The Texas Panhandle transmission corridor has been the most congested area since the start of the
EIS market. The limited import capability from SPP and via direct current ties into the SPS region,
establishes a situation where local higher cost generation must be utilized in lieu of lower cost
imports. Recent generation additions in this area have helped alleviate pricing differences but the
problem is likely to persist until significant transmission capacity is constructed. Transmission
development scheduled to be in service in 2014 should help reduce this congestion.

Seams Issues
RTO’s with different market rules and business practices may encounter difficulty in managing
congestion, and in establishing effective and efficient operations at their borders (seams). The
different rules and practices may result in price distortions and inefficient cost allocation between
entities at the seams. These seams issues can become especially pronounced at highly congested
transmission corridors. This is the case with the Kansas City area where SPP and MISO share a
common border.
SPP, MISO, and a number of entities that are directly impact by the congestion in the Kansas City
area have been diligently identifying seams-related concerns and are developing mechanisms to
address these issues. The RTO’s have established a number of task forces and working groups to
enhance communication and reach equitable solutions for all involved. Given the levels of
congestion in the affected area, and the potential for significant financial implications, it is important
that the involved RTO’s resolve these issues as swiftly as possible.
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Integrated Marketplace Design
The SPP Market Working Group and the SPP Market Design team established a goal of developing
an Integrated Marketplace design that incorporated the best components from existing markets. A
comprehensive review of the Marketplace protocols by the MMU shows that these groups have been
successful in accomplishing their goal. The proposed market protocols create a sound base for
moving forward with the development of the Integrated Market Place.
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Definitions of Select Terms
Alternating Current - the movement of electric charge that periodically reverses direction
Balancing Authority- The responsible entity that integrates resource plans, maintains loadinterchange-generation balance, and supports Interconnection frequency
British thermal unit - amount of heat required to raise the temperature of 1 pound of water by 1
degree Fahrenheit
Congestion Management Event - process by which the market recognizes flowgate limits and
dispatches resources accordingly, used chiefly when no curtailable transactions in the IDC are
present
Direct Current - the movement of unidirectional electric charge
Energy Imbalance Service - the real time balancing between scheduled generation and load
Energy Imbalance Service Market - the overall market structure surrounding the provision of EIS
Flowgate - A designated point on the transmission system which serves as a monitoring point for
energy flows, and through which the interchange distribution calculator calculates the power flow
interchange transactions
Generator to Load Distribution Factor - a numerical representation of the relative impact a
generator has on a flowgate. If a GLDF is .1, for any 100MW change in output there is a
corresponding effect on the flowgate of 10MW
Giga-Watt hour - 1 thousand MWH or A measure of electrical energy equal to an accumulation of
1,000,000,000 watts in a one hour period
Independent System Operator - Responsible for coordinating, monitoring and controlling the
operation of the electric system within its territory
Kilovolt – 1,000volts
Loacational Imbalance Price - The point specific price that results from the market operations
system
MM (mm) - Equivalent Roman numeral representation of one thousand thousand, or 1,000,000
Market Operating System - The SPP system that creates Locational Imbalance Price (LIP) and
deployment instructions for participating resources
Market Participant - As defined in the SPP Tariff
Mega-watt - an instantaneous measure of electrical energy equal to 1,000,000 Watts
Mega-watt hour - A measure of electrical energy equal to an accumulation of 1,000,000 watts in a
one hour period
Open Access Transmission Tariff - SPP’s transmission tariff as posted on SPP’s website
Revenue Neutrality Uplift - Process used to ensure that SPP remains revenue neutral in every
market interval by either adding a surcharge or distributing money back to participants
Regional Transmission Organization - Organization responsible for moving electricity over large
areas, commonly at higher voltages and over larger areas than covered by an ISO
Transmission Loading Relief - A process used to reduce loading on lines which are at risk for an
overload
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Common Acronyms
Acronym
AC
AECC
AECI
AEPW
AFC
BA
BTU
CLEC
CME
CT
DC
DISIS
DOE
EHV
EIA
EIS
EMDE
ENTR
ERCOT
FERC
GLDF
GRDA
GWH
HHI
IA
INDN
IOU
IPP
ISO
KACY
KCPL
GMOC
kV
LAFA
LEPA
LES
LIP
LNG

Term
Alternating current
Arkansas Electric Cooperative Corporation
Associated Electric Cooperative Inc.
American Electric Power
Annual Fixed Cost
Balancing Authority
British thermal unit
Cleco Power LLC
Congestion management event
Combustion Turbine
Direct Current
Definitive Interconnection System Impact Study
Department of Energy
Extra High Voltage
Energy Information Administration
Energy Imbalance Service
Empire District Electric Co.
Entergy, Incorporated
Electric Reliability Council of Texas
Federal Energy Regulatory Commission
Generator to Load Distribution Factor
Grand River Dam Authority
Giga-Watt hour
Herfindahl-Hirschman Index
Interconnection Agreement
City Power & Light, Independence, Missouri
Investor-Owned Utility
Independent Power Producer
Independent System Operator
Board of Public Utilities, Kansas City, Kansas
Kansas City Power & Light
Greater Missouri Operations Company
Kilovolt (1,000 volts)
City of Lafayette, Louisiana
Louisiana Energy & Power Authority
Lincoln Electric System
Locational Imbalance Price
Liquefied Natural Gas
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Continued from previous
(Acronym
Term)
MIDW
Midwest Energy, Inc.
MISO
Midwest Independent Transmission System Operator
MKEC
Mid-Kansas Electric Company
MM
Thousand thousand
MMBtu
Thousand Thousand British Thermal Units (1,000,000 Btu)
MMU
Market Monitoring Unit
MOS
Market Operating System
MP
Market Participant
MPS
Missouri Public Service
MRO
Midwest Reliability Organization
MW
Megawatt (1,000,000 watts)
MWh
Megawatt Hour
NERC
North American Electric Reliability Corporation
NPPD
Nebraska Public Power District
O&M
Operation and Maintenance
OASIS
Open Access Same-time Information System
OATT
Open Access Transmission Tariff
O/S
Over-Scheduling
OKGE
Oklahoma Gas & Electric
OMPA
Oklahoma Municipal Power Authority
OPPD
Omaha Public Power District
PISIS
Preliminary Interconnection System Impact Study
RE
Regional Entity
RNU
Revenue Neutrality Uplift
RTO
Regional Transmission Organization
SERC
SERC Reliability Corporation
SMP
System Marginal Price
SPP
Southwest Power Pool, Inc.
SPS
Southwestern Public Service Company
SECI
Sunflower Electric Power Corporation
SWPA
Southwestern Power Administration
TLR
Transmission Loading Relief
TRE
Texas Regional Entity
UD
Uninstructed Deviation
U/S
Under-Scheduling
VRL
Violation Relaxation Limit
WAPA
Western Area Power Administration
WECC
Western Electricity Coordinating Council
WERE
Westar Energy, Incorporated
WFEC
Western Farmers Electric Cooperative
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ABOUT BOSTON PACIFIC COMPANY, INC.
Boston Pacific Company, Inc. is a consulting and investment services firm, located in
Washington, D.C., specializing in the electricity and natural gas industries. For twenty-four
years we have provided information and insight to our clients who span the full range of
stakeholders: state regulatory commissions, regional transmission organizations, energy
consumers, competitive power producers, electric utilities, gas pipeline companies, and electric
transmission companies. We are nationally recognized experts on the electricity business as
documented by our service as expert witnesses throughout North America. Boston Pacific also
is an industry leader in designing and monitoring major power procurements of every type for
State Commissions across the country, as well as open seasons for merchant transmission. For
six years we have served as an independent advisor to the Board of Directors of the Southwest
Power Pool RTO on a full range of issues related to market design and operation.
For more information on Boston Pacific please visit us at www.bostonpacific.com.

DISCLAIMER
The data and analysis in this report are provided for informational purposes only and
shall not be considered or relied upon as market advice. Boston Pacific Company, Inc. (“Boston
Pacific”) makes no representations or warranties of any kind, express or implied, with respect to
the accuracy or adequacy of the information contained herein. Boston Pacific shall have no
liability to recipients of this information or third parties for the consequences arising from errors
or discrepancies in this information, for recipients’ or third parties’ reliance upon such
information, or for any claim, loss or damage of any kind or nature whatsoever arising out of or
in connection with (i) the deficiency or inadequacy of this information for any purpose, whether
or not known or disclosed to the authors, (ii) any error or discrepancy in this information, (iii) the
use of this information, or (iv) any loss of business or other consequential loss or damage
whether or not resulting from any of the foregoing.
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EXECUTIVE SUMMARY
For the past several years, the Southwest Power Pool (SPP) Board of Directors (Board)
has asked Boston Pacific Company, Inc. (Boston Pacific) to provide an analysis in the State of
the Market Report that addresses broad market and regulatory events that (a) could potentially
have a significant impact on SPP’s markets and/or (b) could require the Board’s special
attention. This year the Board requested that this analysis be split off in order to give it more
depth and attention. The purpose of this Annual Looking Forward Report is to fulfill that
request.
In consultation with the Board’s Oversight Committee, we selected seven issues that we
believe fit these criteria. For each, we frame the issue at hand, draw out the important
implications for SPP, and state our recommendation as to whether Board attention is needed at
this time. The wide variety of the topics included in this Report – from environmental
regulations to electric vehicles – reflects the dynamic landscape of energy issues that SPP will
face going forward. We should note, however, that while our report is meant to alert the Board
to issues on the horizon, it is not meant to provide a definitive way to address these issues.

A. The Impact of Shale Gas on Prices in SPP Markets
Natural gas supply is important to SPP because natural gas prices set EIS Market prices
about 60% of the time. In addition, natural gas supply is important because switching to natural
gas can be a primary option for SPP Members if new, strict environmental regulations are
imposed.
To many, new drilling technologies for shale gas have caused nothing less than a
revolution in natural gas supply.1 We have seen indications of the revolution in estimates of
natural gas reserves. For example, in just two years (from 2006 to 2008), the Potential Gas
Supply Committee increased its estimate of total potential resources by 39%.2 And it attributed
the increase to unconventional supply such as that from shale gas.3
We also have seen signs of this fundamental change in views about the likely price of
natural gas in the near future. To illustrate, consider “futures” prices of natural gas. A futures
price indicates the price someone would be willing to guarantee at some future date. For our
example, let’s use the average futures price for all twelve months for next year – the year 2012.
Soon after the natural gas price spike in 2008, the expectation was that the average price for
natural gas in the twelve months of 2012 would be $10.74 per MMBtu. By the Fall of 2010, the

1

Daniel Yergin and Robert Ineson were among the first to argue this in a November 2009 article in the Wall Street
Journal titled “America’s Natural Gas Revolution,”
http://online.wsj.com/article/SB10001424052748703399204574507440795971268.html.
2
News Release from Colorado School of Mines regarding Potential Gas Committee Report, June 18, 2009,
http://www.mines.edu/Potential-Gas-Committee-reports-unprecedented-increase-in-magnitude-of-U.S.-natural-gasresource-base.
3
Ibid.
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futures prices indicated that the average price in 2012 would be $4.89 per MMBtu – a decrease
of 54%.4
Finally, we see the shale gas revolution illustrated in long-term forecasts of natural gas
prices. Within just one year, the U.S. Energy Information Administration (EIA) lowered their
Henry Hub Spot Price forecast by an average of 20% across the years from 2015 to 2035.
According to the Overview from the EIA Annual Energy Outlook (AEO) 2011 Early Release,
shale gas is a major reason for that price decrease. EIA stated:
“Because of a revised representation of natural gas pricing and a significant increase in
estimated technically recoverable shale gas resources, the price of natural gas at the
wellhead is consistently lower in the AEO2011 Reference case than it was in AEO2010.
The annual average natural gas wellhead price remains under $5 per thousand cubic feet
through 2022, but it increases thereafter because significantly more shale wells must be
drilled to meet growth in natural gas demand and offset declines in natural gas production
from other sources.”5
While these innovations in shale gas development surely mean that there is reason to
assign a substantial probability to a prolonged period of moderate natural gas prices, there are no
guarantees. Indeed, the abrupt changes in forecasts might increase the range of uncertainty that
should be assumed in natural gas price forecasts. That uncertainty is caused by many factors, but
one of the most significant concerns is reflected in high profile allegations of environmental
concerns with the new drilling techniques including the impact on drinking water.
While shale gas development has the potential to have a significant, near-term effect on
SPP, the Board has few ways to affect that development. Given this, the Board simply should
stay apprised of the factors influencing natural gas supply and demand and, in turn, the impact
that market balance has on EIS Market prices and on the pace of possible fuel switching in the
SPP footprint.

B. Resource Adequacy Impacts of Four EPA Regulations
The United States Environmental Protection Agency (EPA) has proposed four sets of
additional regulations that would affect power plants in SPP. Specifically, the four regulations
would introduce stricter limits on power plants’ (a) environmental impact on rivers, lakes, and
oceans, (b) emissions of mercury, acid gases, and heavy metals, (c) emissions of sulfur dioxide
and nitrogen oxide, and (d) disposal of coal-ash and other byproducts of coal-fired plants. The
North American Electric Reliability Corporation (NERC) recently released a study of the impact
these regulations may have on unit retirements and planning reserve margins. Titled 2010
Special Reliability Scenario Assessment: Resource Adequacy Impacts of Potential U.S.
Environmental Regulations, this NERC study projects that these additional EPA regulations
4

Futures prices are downloaded from NYMEX for settlement dates 6/30/2008 and 11/16/2010 and are the simple
averages of the 12 months worth of futures for 2012.
5
U.S. Energy Information Administration, Annual Energy Outlook 2011 Early Release Overview, December 16,
2010 at pages 3-4, http://www.eia.gov/forecasts/aeo/pdf/0383er(2011).pdf.
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could reduce SPP’s reserve margins by up to 5.5 percentage points by 2015 and 5.3 percentage
points by 2018 compared to NERC’s 2009 reserve margin baseline for SPP. This is significant
because it could lower existing and currently planned reserves to 4.6%, in 2018, down from
NERC’s 2009 baseline estimate for 2018 of 9.9%. The result would be that up to 2.6 GW of
additional new resources would have to be planned and built in SPP by 2015, on top of the
additional resources that are already needed to maintain an adequate reserve margin in the future.

C. EPA Greenhouse Gas Emissions Control
A number of large federal policy initiatives have been proposed in recent years to control
greenhouse gas emissions; however, no such policy has passed both houses of Congress. Today,
it seems that the likelihood of a large cap-and-trade program being implemented in the near
future is low. Instead, federal limits on greenhouse gas emissions are now chiefly arising from
EPA regulations on stationary sources. There are several components to these regulations, but
one key document is the “tailoring rule,” issued in May 2010, which adapted proposed
regulations to apply only to large sources of emissions. Implementation of these regulations is
carried out through the states, who are currently permitting modified or new sources that emit
more than 75,000 tons per year. (Note that 75,000 tons per year is very roughly equal to the
annual emissions from an average 10 MW coal plant or a 25 MW new natural gas generator,
assuming 80% capacity factors.) States also have leeway to choose the level of emissions
technology control for new or modified sources, through what is called best available control
technology (“BACT”) standards. Initial state permits indicate that the required changes will
likely be modest.
Permits will begin to be issued for existing large stationary sources in July 2011, as per
the tailoring rule. The technical requirements for greenhouse gas emission reduction equipment
for existing units are under development by the EPA. A draft version of these regulations will be
issued by July 2011. Final regulations will not be released until May 2012, with implementation
sometime later, perhaps much later. As a result of this regulation there could be increased
requirements for emissions control in the medium-term and a big push for renewables and/or
natural gas. For the SPP Board, the issue is important because it could affect both the mediumterm availability and cost of fossil fuel generation, and the types and cost of generation that are
most economical to meet long-term electricity demand. The Board will want to keep abreast of
this issue as it develops, especially as political pushback against the EPA’s actions continues.

D. Federal Clean Energy Standard
In his 2011 State of the Union address, President Obama proposed a national clean
energy standard. The key component of this proposal is that 80% of electricity would be
generated by “clean” sources such as renewables, nuclear, and “efficient natural gas” by 2035. It
is likely that compliance with such a policy could be achieved by either directly generating the
clean energy or by purchasing clean energy credits from those who do.6 Though this policy
appears unlikely to pass the current Congress, if it did pass, it could have large impacts on the
6

These clean energy credits would be similar to existing renewable energy credits.
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SPP region. SPP’s reliance on coal and relative lack of nuclear generation means that SPP
would need to purchase more clean energy credits or build more clean generation than other
regions. While the SPP Board need not worry about this issue until and unless it passes
Congress, the Board should be aware that a clean energy standard (a) could increase demand for
SPP’s wind resources by both SPP Members and purchasers external to SPP – with the resulting
questions related to transmission expansion and wind integration, (b) may require SPP members
to purchase clean energy credits from other regions of the country, and (c) may increase reliance
on natural gas-fired power.
An additional interesting point of view on the need for federal efforts to reduce
greenhouse gas emissions comes from a long-time cap-and-trade policy supporter, Exelon CEO
John Rowe. In a March 8, 2011 speech, Rowe voiced his opposition to a federal clean energy
standard. Rowe stated his belief that, when combined with energy markets and abundant natural
gas, EPA regulations enforcing the Clean Air Act on transport and toxic emissions rules are all
the federal government action that is needed to drive a transition towards a clean energy future.
The speech represents a reversal of his previous stance in support of cap-and-trade legislation as
Rowe no longer believes that specific legislation promoting renewable energy or placing
restrictions on greenhouse gas emissions is necessary. Put more bluntly, Mr. Rowe said he was
“asking Congress to do nothing.”

E. Production Tax Credits
Wind power development is important to the Board for several reasons. The most
important of these is that wind development substantially influences the need for new
transmission investment.
New wind development has relied heavily on federal government tax incentives,
primarily in the form of the Production Tax Credit (PTC). According to the American Wind
Energy Association (AWEA), cumulative wind capacity in the United States increased by more
than 900% from 1999 to 2008. AWEA states that the PTC is the primary policy responsible for
this considerable increase. Currently, the PTC (for wind) is scheduled to expire in December
2012, and it is by no means a certainty that it will be extended past that date. Given this, it is
important to understand the potential impacts of the PTC failing to be extended. To do so, we
reviewed EIA’s Annual Energy Outlook 2010, With Projections to 2035. As part of this analysis,
EIA modeled two futures through 2035: (a) one with the PTC and other similar tax incentives
expiring as scheduled and (b) a second with the tax incentives extended through the entire study
period. Three primary conclusions can be drawn from reviewing EIA’s analysis. First, EIA
forecasts that the PTC, along with other incentives and State programs, will continue to stimulate
renewable resource generation growth in the near-term until the PTC expires. Second, EIA
forecasts that renewable generation growth will slow over the mid-term whether the PTC is
extended or not. Third, the largest impact of the PTC failing to be extended would occur in the
long-term (after 2020).
Given that EIA does not forecast a significant impact on renewable resource generation
in the mid-term if the PTC is not extended, we do not believe this issue should be of primary
4
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importance to the Board at this time. However, the Board should still be aware of measures that
could dampen the impact of the PTC not being extended. These include: (a) other policies such
as state Renewable Portfolio Standards (RPS) or a potential federal clean energy standard, (b)
market rules that accommodate new wind resources, (c) transmission cost allocation
methodologies that share the costs of new lines, and (d) higher prices for fossil fuels, especially
natural gas. In looking to the long-term, we recommend that the Board ensure that SPP’s longterm planning studies include futures with and without the PTC if they do not already do so.

F. Electric Vehicles
The Board expressed specific interest in determining whether growth in the number of
electric vehicles (EVs) would significantly impact SPP. President Obama, in his 2011 State of
the Union address, called for a goal of having 1 million EVs on the road by 2015. While only a
few EV models are currently in commercial production, announcements of planned production
from manufacturers indicate that the 1 million EV goal is feasible. Introduction of a large
number of EVs could have implications for a regional grid. The extent of that impact depends on
factors such as increased loads from the number of EVs charging and the distribution of their
charging times. A study issued by the ISO/RTO Council projects the number of electric vehicles
in SPP’s service territory to be around 30,000 by the time a million electric vehicles are on the
road in the United States, a little over 3% of total EVs. As a result, the additional load attributed
to EVs in SPP is estimated to range from 25 to 168 MW, a small addition to historical peak and
off-peak demand in SPP. Consequently, given the level the President set as his goal, as well as
limited assumed adoption of EVs in SPP, the emergence of electric vehicles is not expected to
have a major impact on SPP in the near future. We believe this issue should be at a lower level
of importance to the Board, but at the same time, we recommend that the SPP Staff monitor the
penetration of EVs in SPP.

G. Demand Response
More demand response is likely to come to SPP. While it is true that SPP already has
some demand-side participation in its markets, totaling about 1.5% of its installed capacity in
2009, SPP has lagged well behind the other five U.S. RTOs in demand response participation, a
fact noted in the 2010 RTO/ISO Metrics Report.7 This could soon change with the advent of the
Integrated Marketplace, which will allow demand-side participation through products that have
fared well elsewhere. SPP is already underway in designing products and market rules aimed at
allowing demand to compete on a more even playing field with supply. With so much room to
grow, SPP should expect the total amount of demand response resources to at least double as the
Integrated Marketplace becomes operational. For ratepayers, possible benefits could include
flatter peaks, lower costs, lower emissions, and greater overall system flexibility; SPP Staff
should be asked to assess the extent to which these benefits are realized. In addition, we
recommend that the SPP Staff keep the Board informed on the important policy issues related to

7

The 2010 RTO/ISO Metrics Report is a collaborative report that was produced by the six U.S. RTOs, including
SPP.
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demand-side participation in markets, including the measurement and verification of demand
reductions and compensation of demand response providers.
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I.

THE IMPACT OF SHALE GAS ON PRICES IN SPP MARKETS

A. Introduction
Natural gas supply is important to SPP because natural gas prices set EIS Market prices
about 60% of the time. In addition, natural gas supply is important because switching to natural
gas can be a primary option for SPP Members if new, strict environmental regulations are
imposed. For these reasons, we delve into current changes in the view of near-term and longterm natural gas supply, especially the growing importance of unconventional sources such as
shale gas.
Based on Boston Pacific’s recent experience with a number of forecasts, we believe
forecasters are in the midst of another fundamental change in their view of the future of the
market for natural gas. Just four years ago or so, the view was that America’s supply of natural
gas would diminish and be replaced increasingly by foreign sources of liquefied natural gas, or
LNG. The switch to LNG, it was thought, would make America dependent on foreign suppliers
and would mean that the price of natural gas here would be tied to oil prices on the international
market, as LNG prices were at the time. Because the price for natural gas would be linked in this
way to world oil prices, there was considerable concern about significant volatility. Price spikes
for both oil and natural gas in 2008 intensified concerns about very high, very volatile natural
gas prices.
Uncertainty about climate change policy also created substantial uncertainty for forecasts
of natural gas prices. For example, if cap-and-trade or other climate change regulations were
assumed to push electric generators from coal to natural gas, high demand would push natural
gas prices higher. If, in the alternative, climate change policy (along with renewable portfolio
standards and other, related policies) were assumed to push electric generators to renewable fuels
and to nuclear, gas demand would be lower and, therefore, natural gas prices would be lower.
In our work across the country we saw widely varying price forecasts for natural gas.
Oftentimes, these widely different price forecasts came from the same forecaster – that is, the
wide variations were caused not by different computer models, but, rather, by different
assumptions about environmental policy or LNG development or the production of
unconventional gas supplies.

B. The Shale Gas Revolution
Today, while forecasters still reflect the full range of market and policy factors in their
forecasts, we are beginning to see forecasts of natural gas prices become more supply-driven
instead of policy driven. Specifically, we see the forecasts driven by views on how much shale
gas (a type of “unconventional” supply) can be produced in America and on how much it will
cost to produce it. The increasingly accepted view is that shale gas will be ample and relatively
inexpensive. Those views are what, at least in part, is pushing natural gas market prices so low
in the near-term.
7
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To many, shale gas is nothing less than a revolution in energy supply.8 We see
indications of the revolution in estimates of natural gas reserves. For example, in just two years
(from 2006 to 2008), the Potential Gas Supply Committee increased its estimate of total potential
resources by 39%.9 It attributed the increase to unconventional supply such as that from shale
gas. According to Dr. John B. Curtis, Professor of Geology and Geological Engineering at the
Colorado School of Mines and Director of the Potential Gas Agency,
“Our knowledge of the geological endowment of technically recoverable gas continues to
improve with each assessment. Furthermore, new and advanced exploration, well drilling
and completion technologies are allowing us increasingly better access to domestic gas
resources—especially ‘unconventional’ gas—which, not all that long ago, were
considered impractical or uneconomical to pursue.”10
We also see signs of this fundamental change in views about the likely price of natural
gas in the near-term. A futures price indicates the price someone would be willing to guarantee
at some future date. As to future date, we will use the average price for all twelve months of
2012 for our purposes here. So, soon after the natural gas price spike in 2008 the expectation
was that the average price for natural gas in the future – the average price across the twelve
months of 2012 – would be $10.74 per MMBtu. Moving to the Fall of 2010, the futures prices
indicate that the average price in 2012 is expected to be $4.89 per MMBtu – a decrease of 54%.11
Looking again at future prices in March 2011, we see that the average price in 2012 still is
expected to be low – about $4.77 per MMBtu.12
Finally, we see the shale gas revolution illustrated in long-term forecasts of natural gas
prices. Within just one year, the U.S. Energy Information Administration (EIA) lowered their
Henry Hub Spot Price forecast by an average of 20% across years 2015-2035 in their Annual
Energy Outlook (AEO). According to the Overview from the EIA AEO 2011 Early Release,
“Because of a revised representation of natural gas pricing and a significant increase in
estimated technically recoverable shale gas resources, the price of natural gas at the
wellhead is consistently lower in the AEO2011 Reference case than it was in AEO2010.
The annual average natural gas wellhead price remains under $5 per thousand cubic feet
through 2022, but it increases thereafter because significantly more shale wells must be

8

Daniel Yergin and Robert Ineson were among the first to argue this in a November 2009 article in the Wall Street
Journal titled “America’s Natural Gas Revolution,”
http://online.wsj.com/article/SB10001424052748703399204574507440795971268.html.
9
News Release from Colorado School of Mines regarding Potential Gas Committee Report, June 18, 2009,
http://www.mines.edu/Potential-Gas-Committee-reports-unprecedented-increase-in-magnitude-of-U.S.-natural-gasresource-base.
10
Ibid.
11
Futures prices are downloaded from NYMEX for settlement dates 6/30/2008 and 11/16/2010 and are the simple
averages of the 12 months worth of futures for 2012.
12
NYMEX for settlement date 3/11/2011.
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drilled to meet growth in natural gas demand and offset declines in natural gas production
from other sources.”13
This shale supply-driven forecast is becoming the norm for forecasters.
This supply-driven view also is reflected in policy statements by utility executives. One
of the recent, high profile examples is John W. Rowe, Chairman and CEO of Exelon
Corporation. In a speech before the American Enterprise Institute on March 8, 2011, Mr. Rowe,
a former advocate for cap-and-trade to address climate change, said he was, at this point, “asking
Congress to do nothing.”14 Most relevant to the topic at hand was the given reason for a “do
nothing policy.”15 Mr. Rowe said the reason is “a great blessing – a clean, competitive, and
inexpensive windfall.” “And,” he said, the “windfall is abundant natural gas.”16

C. The EIA Forecasts
As already noted above, in just one year, the EIA has lowered its forecast of natural gas
prices by 20% on average. Table I.1 compares the AEO 2010 forecast of spot prices at Henry
Hub by year, released in May of 2010, to the forecast from the early release of the AEO 2011,
released in December 2010. As can be seen, EIA cut its forecasted price by 27% for 2012 and
by over 20% in each of the next ten years. Note that these prices are stated in real terms or in
2008 dollars – that is, these prices do not reflect increases driven by economy-wide inflation.

13

U.S. Energy Information Administration, Annual Energy Outlook 2011 Early Release Overview, December 16,
2010 at pages 3-4, http://www.eia.gov/forecasts/aeo/pdf/0383er(2011).pdf.
14
John W. Rowe Speech at the American Enterprise Institute, “Energy Policy: Above All, Do No Harm,” March 8,
2011 at page 2, http://www.exeloncorp.com/assets/newsroom/speeches/docs/spch_Rowe_AEI2011.pdf.
15
Ibid.
16
Ibid.
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Table I.1
Comparison of Henry Hub Spot Price Forecast from
EIA’s AEO 2010 to that in EIA’s AEO 2011 Early Release
(in 2008 dollars)

Year

2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035

Henry Hub Spot
Henry Hub
% Decrease
Price EIA AEO
Spot Price EIA
from EIA AEO
2011 (Early
AEO 2010
2010 to 2011
Release)
$8.86
$3.49
$4.50
$5.68
$6.17
$6.13
$6.09
$6.27
$6.38
$6.38
$6.43
$6.51
$6.64
$6.74
$6.93
$6.96
$6.91
$6.99
$7.15
$7.29
$7.53
$7.77
$8.05
$8.39
$8.50
$8.53
$8.75
$8.88

$8.84
$3.90
$4.38
$4.43
$4.51
$4.65
$4.71
$4.75
$4.78
$4.83
$4.90
$4.98
$5.12
$5.27
$5.42
$5.60
$5.78
$5.94
$6.08
$6.21
$6.29
$6.35
$6.43
$6.55
$6.68
$6.80
$6.93
$7.11

0%
-12%
3%
22%
27%
24%
23%
24%
25%
24%
24%
24%
23%
22%
22%
20%
16%
15%
15%
15%
16%
18%
20%
22%
21%
20%
21%
20%
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D. A High-Volume Environmental Debate
We cannot give the full picture of the Shale Gas Revolution without some brief mention
of the high-volume debate on the environmental impact of drilling for shale gas. A recent
example starts with a lengthy, front page article in the Sunday edition of The New York Times.17
The focus is on the drilling technique used for shale gas and the experience in Pennsylvania in
particular. The general conclusion is that “thousands of internal documents obtained by The
New York Times from the Environmental Protection Agency, state regulators and drillers show
that the dangers to the environment and health are greater than previously understood.”18
The specific concern is the “radioactivity” of drilling waste water sent to “public sewage
treatment plants.”19 The Times found that “Of more than 179 wells producing wastewater with
high levels of radiation, at least 116 reported levels of radium and other radioactive materials
100 times as high as the levels set by federal drinking water standards.”20 The Times says that
“regulators have theorized” that the process is safe because either the “toxic material will settle
into a sludge during the treatment process,” or it “will be diluted when mixed into rivers.”21 The
Times said the concern is the “potential to contaminate drinking water or enter the food chain
through fish or farming.”22 The Times goes on to opine that current testing for radioactivity is
insufficient.23
The natural gas industry responds almost immediately to articles like this through web
sites such as Energy in Depth. One response was to say that using the drinking water standard
was wrong since, as even the Times’ reporter admits, “people clearly do not drink drilling
wastewater.”24 Another response was to criticize the Times’ reporter for quoting, but not
actually talking to John Hanger, a former Secretary of the Department of Environmental
Protection in Pennsylvania.25 Mr. Hanger is quoted by Energy in Depth as saying the Times
article “mischaracterizes how Pennsylvania regulates its industry.”26
This article and response gives a sense of the give and take and also indicates why we
refer to it as a high-volume debate. The highest volume debate has been triggered by a
documentary called Gasland. It is the film with the scene in which a person put his lighter to tap
water and the water ignites dramatically.27 Gasland was nominated for an Academy Award.
Again, rebuttal to the film can be found at Energy in Depth.

17

Ian Urbina, “Regulation Lax as Gas Wells’ Tainted Water Hits Rivers” New York Times. February 27, 2010,
http://www.nytimes.com/2011/02/27/us/27gas.html?_r=1&sq=fracking&st=cse&scp=2&pagewanted=print.
18
Ibid. at page 1.
19
Ibid. at page 2.
20
Ibid. at page 6.
21
Ibid. at page 5.
22
Ibid. at page 7.
23
Ibid.
24
Staff, “On Wastewater and The New York Times” Energy in Depth. March 1, 2011 at page 1,
http://www.energyindepth.org/2011/03/on-wastewater-and-the-new-york-times/.
25
Ibid. at page 2.
26
Ibid. at page 3.
27
Gasland, Dir. Josh Fox. Perf. Josh Fox, 2010.
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Suffice it to say that this high volume debate could affect the availability of and price for
natural gas into the future. It is one of the reasons that uncertainty about natural gas prices
remains.

E. Conclusion
While shale gas development has the potential to have a significant, near-term effect on
SPP, the Board has few ways to affect that development. Given this, the Board simply should
stay apprised of the factors influencing natural gas supply and demand and, in turn, the impact
that market balance has on EIS Market prices and on the pace of possible fuel switching in the
SPP footprint.
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II.

RESOURCE ADEQUACY IMPACTS OF FOUR EPA REGULATIONS

A. Introduction
According to an October 2010 NERC study, SPP may face capacity reductions of up to
2.6 GW by 2015 due to upcoming EPA environmental regulations. This could reduce SPP’s
reserve margin by up to 5.5 percentage points as compared to the previous reserve margin
forecast. This issue is important for the Board because it could require significant additional
generation resources to be constructed to meet the projected shortfall in capacity, beyond what
had already been planned. The Board should proactively ask Staff and Members whether these
impacts are being accounted for in resource planning.

B. NERC’s Study
In October 2010, NERC released a study entitled the 2010 Special Reliability Scenario
Assessment: Resource Adequacy Impacts of Potential U.S. Environmental Regulations (NERC
2010).28 This study discussed estimates of the reserve margin impacts of four EPA
environmental regulations that will take effect soon. The bottom line of this report is that these
EPA regulations may cause enough fossil fuel generation unit derates and retirements to reduce
SPP’s reserve margin by 2.2 to 5.5 percentage points by 2015 and 2.6 to 5.3 percentage points by
2018 compared to NERC’s 2009 reserve margin baseline for SPP. There is wide variance in the
estimates of the effects of the regulations because NERC assumes that each regulation may be
implemented in either a moderate (baseline) or strict manner.
NERC’s estimates of retirements are based on a simple cost-benefit analysis comparing
the costs of meeting the environmental regulations versus the replacement cost by a natural gas
unit. NERC assumes that units will retire if the total compliance cost of meeting the regulations,
added to operating costs of the plant, and adjusted for any derates, is more than the replacement
cost of building a natural gas plant.29
The baseline for NERC’s estimates of the impact of these retirements and derates on
SPP’s planning reserve margins is NERC’s 2009 10-year reliability outlook, entitled 2009 NERC
Long-Term Reliability Assessment.30 This study estimated that SPP’s deliverable capacity
resources31 reserve margin would decline from 13.8% to 9.9% between 2009 and 2018. This
decline is simply due to existing and planned capacity resources as of the date of the study not
keeping pace with demand growth. This simply means that additional capacity will need to be
planned and implemented before 2016, when the reserve margin is expected to dip below the
required reserve margin of 13.6%.
28

This report is known hereafter as “NERC 2010.” Where not otherwise specified, all NERC assumptions or
conclusions discussed here are taken from this report.
29
For more details on this calculation see NERC 2010 at page 43-45.
30
2009 NERC Long-Term Reliability Assessment (hereafter “NERC 2009”) at page 68.
31
Deliverable Capacity Resources is defined as Existing-Certain and Net Firm Transactions plus Future-Planned
capacity resources plus net transactions.
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The reductions in deliverable capacity resources due to the four EPA environmental
regulations are in addition to the decline in this baseline deliverable capacity resources. These
additional reductions mean that SPP’s deliverable capacity resources reserve margin is estimated
to drop to as low as 9.3% in 2015 and 4.6% in 2018. This will require even more new capacity
to be planned and implemented than will already be the case. Table II.1 displays the estimated
deliverable capacity resources reserve margin as of 2009, the estimate including the new EPA
regulations, and the difference between the two.
Table II.1
NERC Assessments of SPP Deliverable Capacity Resources –
Estimates from 2009 and with Impacts of EPA Regulations

2013
2015
2018

Moderate Case
2009
EPA
Change
15.9%
15.9%
0.0%
14.9%
12.7%
-2.2%
9.9%
7.4%
-2.6%

Strict Case
2009
EPA
Change
15.9%
15.9%
0.0%
14.9%
9.3%
-5.5%
9.9%
4.6%
-5.3%

SPP is estimated to be less affected by these regulations than most other regions of the
country. On average, these regulations are estimated to reduce reserve margins around the
country by 4.0% to 9.3% by 2015 and by 5.3% to 8.8% by 2018.
NERC 2010 also estimates these effects in MW. These estimates are laid out in Table
II.2 below. In 2013 this estimate is likely to have near zero impact, or up to 147 MW if the
regulations are all implemented as per NERC’s “strict” assumptions. The capacity reductions
climb by 2015 though, likely up to more than 1 GW of total capacity reductions, and 1.2 GW by
2018. If the regulations are implemented as per NERC’s strict assumptions, the total capacity
derates and retirements are estimated to be as much as 2.6 GW.
Table II.2
Estimated Combined Impacts of the Four EPA
Regulations on SPP’s Capacity, MW of Reductions

2013
2015
2018

Moderate Case
Derate
Retired
Total
0
0
0
198
831
1,029
271
972
1,243

Strict Case
Derate
Retired
58
89
428
2,149
428
2,149

Total
147
2,577
2,577

C. Summary of the Four EPA Environmental Regulations
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The four EPA regulations in question cover the following topics: (a) Clean Water Act
Section 316(b), Cooling Water Intake Structures, (b) Title I of the Clean Air Act – Maximum
Achievable Control Technology (MACT), (c) Clean Air Transport Rule, and (d) Coal
Combustion Residuals Disposal Regulations. A brief overview of the current state of each
regulation is given below, along with key assumptions made about the regulations in NERC
2010 and NERC’s estimated impacts in MW of SPP capacity reductions. The regulations are
ordered from largest to smallest estimated effect on SPP’s capacity.

1. Clean Water Act Section 316(b), Cooling Water Intake Structures
The Clean Water Act calls for Best Technology Available (BTA) to minimize adverse
environmental impact. EPA regulations under Section 316(b) were overturned in the U.S. Court
of Appeals in 2007, requiring the EPA to develop new standards for cooling water intake
structures. The EPA is developing the new standards for large and small existing generators and
other units. A proposed rule was issued on March 28, 2011 and will be finalized by July 2012.32
NERC 2010 estimates that EPA regulations on cooling water intake structures will have
the largest impact on SPP’s capacity of any of the four EPA regulations. NERC assumes that the
average energy loss due to the cooling tower conversion in the SPP region is 1%, which implies
a derating penalty of 2.8%. This will add up to significant capacity reductions, estimated at more
than 1 GW by 2018.
The difference between NERC 2010’s moderate and strict cases is the cost of
construction for meeting new cooling towers regulations. In the moderate case, the cost of
converting a cooling tower is $170-$400/gallons per minute (gpm), with an average of
$240/gpm. In the strict case, cooling tower conversion cost 25% more, an average of $300/gpm.
Table II.3
Estimated Impacts of EPA Regulations on Cooling Water
Intake Structures on SPP’s Capacity, MW of Reductions

2013
2015
2018

Moderate Case
Derate
Retired
Total
0
0
0
113
501
614
143
933
1,076

Strict Case
Derate
Retired
0
0
113
531
141
994

Total
0
644
1,135

2. Title I of the Clean Air Act – Maximum Achievable Control Technology
(MACT)

32

For information on EPA’s actions on Cooling Water Intake Structures, see water.epa.gov.
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In 2005, the EPA released its Clean Air Mercury Rule, the result of efforts to control
mercury and other hazardous air pollutants33 dating back to the Clean Air Act amendments of
1990. The Clean Air Mercury Rule was struck down by the courts in 2008. As a result, the EPA
issued a court-ordered proposed MACT rule for mercury and other hazardous air pollutants for
coal and oil-fired electric generating units on March 16, 2011. This rule will be finalized by
November 16, 2011.
NERC 2010 moderate case assumed that MACT would not be fully implemented until
2018. The strict case assumed that implementation would be required before 2015 and that the
investments needed would be 25% more expensive. The March 16 rule suggests that the date of
compliance may be similar to NERC’s strict case, assuming no additional delays in
implementation. Compliance will be required by November 16, 2014, with an additional oneyear extension available from permitting authorities.
Table II.4
Estimated Impacts of EPA Regulations on Title I of the Clean Air Act –
MACT on SPP’s Capacity, MW of Reductions

2013
2015
2018

Moderate Case
Derate
Retired
Total
0
0
0
127
0
127
130
52
181

Strict Case
Derate
Retired
0
0
130
52
130
52

Total
0
181
181

3. Clean Air Transport Rule
The proposed Clean Air Transport Rule of July 6, 2010 is designed to reduce SO2 and
NOx pollution that would otherwise travel across state lines and contribute to fine particle and
ozone nonattainment areas. It will reduce SO2 and/or NOx emissions from electricity generating
plants in 31 states and D.C. including all states in SPP except for New Mexico. SO2 and NOx
caps will be decreased in 2012 and, in some states, SO2 caps will be decreased again in 2014.
Limited emissions credit trading is allowed in the EPA’s preferred proposal. This helps to
reduce the EPA’s estimate of the annual direct costs to the national power sector of the Clean Air
Transport Rule to $2.8 billion (2006 $), and the impact on electricity rates to 1.5%.34 A final rule
is expected to be released in the spring or summer of 2011. The Clean Air Transport Rule
replaces the Clean Air Interstate Rule, which was overturned by the U.S. Court of Appeals in
2008.35

33

These other pollutants include arsenic, nickel, cadmium, chromium, lead, selenium, hydrogen chloride, and
hydrogen fluoride.
34
Factsheet on proposed Transport Rule, July 6, 2010, accessed http://www.epa.gov/airtransport/actions.html,
March 24, 2011 and “EPA’s Transport Rule: What Does It Mean For Environmental Justice Communities?”, EPA
Office of Air and Radiation presentation materials for a September 2, 2010 webinar, accessed
http://www.epa.gov/airtransport/, March 24, 2011.
35
For information on EPA’s proposed Clean Air Transport Rule, see http://www.epa.gov/airtransport/.
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The NERC 2010 analysis projects that the Clean Air Transport Rule will affect only coalfired plants due to oil and gas-fired plants’ limited emissions. The NERC 2010 strict case varies
from the moderate case by assuming that trading of emissions credits will be eliminated,
emissions limits will be tightened, and capital costs of control technologies will increase 25%.
Table II.5
Estimated Impacts of EPA Regulations on the Clean Air
Transport Rule on SPP’s Capacity, MW of Reductions

2013
2015
2018

Moderate Case
Derate
Retired
Total
0
0
0
0
0
0
0
0
0

Strict Case
Derate
Retired
110
26
202
115
202
115

Total
136
317
317

4. Coal Combustion Residuals Disposal Regulations
In December 2008, more than 300 acres of land and two rivers were flooded with coal
combustion residuals – or coal-ash – from a broken surface containment area in Tennessee.
Following the spill, in May 2010, the EPA proposed two options to regulate coal combustion
residuals for the first time. These regulations would affect both utilities and independent power
producers that own coal plants. The difference is in strictness of the regulations and whether the
federal government or states would be the main implementing agency. Disposal costs for coal
combustion residuals could vary significantly as a function of suitable land availability and state
landfill regulations.36
NERC 2010 assumed a $15/ton disposal cost in its moderate case and $37.50/ton in its
strict case. At either level, there are estimated to be no impacts on SPP’s capacity from the
EPA’s coal combustion residuals disposal regulations. NERC estimates modest impacts for the
rest of the country as well. It is only at much higher disposal costs (in the hundreds of dollars)
that NERC has estimated that the cost of coal combustion residual disposal regulations begins to
become significant, on average, in the U.S.

D. Conclusion
These EPA environmental regulations are likely to impact the need for new generation
capacity to meet reserve margins. The total impact is estimated by NERC to be enough to reduce
deliverable capacity resources reserve margin by 2.2% by 2015 and 2.6% by 2018 compared to
the baseline. This is equivalent to the need for an additional 1 to 1.2 GW of new capacity
resources. If these regulations are implemented according to NERC’s strict case, the reduction in

36

For information on EPA’s proposed Coal Combustion Residuals disposal regulations, see
http://www.epa.gov/osw/nonhaz/industrial/special/fossil/ccr-rule/index.htm.
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deliverable capacity resources reserve margin could be as high as 5.5% by 2015 and 5.3% by
2018. This is equivalent to the need for an additional 2.6 GW of capacity resources.
Due to the potential impacts on SPP of EPA regulations like those discussed above, we
recommend that a facilitated collaborative meeting among SPP Members be held to discuss (a)
whether these regulations would have a significant impact on SPP’s Members, (b) what is being
done to in response to these regulations, and (c) whether and how the Board can help. The
facilitator can then report back to the Board.
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III.

EPA GREENHOUSE GAS EMISSIONS CONTROL

A. Introduction
A number of large federal policy initiatives have been proposed in recent years to control
greenhouse gas emissions; however, no such policy has passed both houses of Congress. Today,
it seems that the likelihood of large federal legislation being passed in the near future, such as a
cap-and-trade program, is low.
However, de facto federal limits on greenhouse gas emissions are now arising from EPA
regulations on stationary sources. This is another route to greenhouse gas emissions control –
regulation not legislation. That is, although federal cap-and-trade policy initiatives have stalled
for now, the EPA is introducing regulation that achieves similar objectives. The Clean Air Act
now applies to greenhouse gas emissions from large stationary sources, including power plants,
as of January 2011. However, the specific requirements that these large sources must meet are
still being created by the EPA and are not going to be in place for more than a year, and likely
longer.

B. Tailoring Rule and Best Available Control Technology for New Sources
In May 2010, as the EPA approached the January 2011 deadline for beginning
greenhouse gas emission permitting, it issued the “tailoring rule.”37 This rule adapted proposed
regulations to apply only to large sources of greenhouse gas emissions. Since greenhouse gases
are emitted in much greater quantity than traditional air pollutants, the number of entities
requiring permits – millions – would have been far greater than usual and overwhelmed
permitting agencies (and permitting agencies may have been a burden for many small
businesses). To solve this issue, the tailoring rule initially limits permit requirements to select
modified or new sources that emit more than 75,000 tons per year of greenhouse gases. Note
that 75,000 tons per year is very roughly equal to the annual emissions from an average 10 MW
coal plant or a 25 MW new natural gas generator, assuming 80% capacity factors. While the
tailoring rule will prevent so-called mom-and-pop businesses from having to be permitted for
greenhouse gas emissions, it exempts very few fossil fuel fired electricity generation sources.
Permits will begin to be issued for existing large stationary sources in July 2011.
As is true with most permitting under the Clean Air Act, implementation of these
permitting regulations is intended to be carried out through the states. Though some states
protested greenhouse gas emission permitting requirements, for the most part, states were ready
to issue permits when the January deadline came.38

37

Environmental Protection Agency, Final Rule, “Prevention of Significant Deterioration and Title V Greenhouse
Gas Tailoring Rule” (hereafter “EPA Tailoring Rule”), May 13, 2010,
http://www.epa.gov/NSR/documents/20100413final.pdf.
38
“Clean Air Act Permitting for Greenhouse Gas Emissions – Final Rules,” EPA Fact Sheet, December 23, 2010,
accessed via www.epa.gov, March 24, 2011.
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Though this tailoring rule established, or at least discussed, when most stationary sources
of greenhouse gas emissions would be subject to permitting requirements, it said nothing specific
about what those requirements would be. However, some guidance was given for new or
modified sources. These entities were required to go through New Source Review, which gives
states the ability to exercise their discretion in implementing Best Available Control Technology
(BACT) guidance. Without meaningfully limiting states, the EPA has laid out five basic steps to
guide states in establishing what qualifies as BACT: (a) identify all available control
technologies, (b) eliminate options that are not technically feasible for the particular facility, (c)
evaluate the remaining control technologies and rank them based on environmental effectiveness,
(d) evaluate the cost effectiveness of the controls and their other energy and environmental
impacts, and (e) establish a BACT emission limit for the facility. The EPA’s guidance also
encourages the use of energy efficiency and the calculation of the cost per ton benefit of the
BACT, though no cost per ton standards for emissions are set or implied.39
It appears this guidance has been used in the first state issuances of permits for
greenhouse gas emissions. A review of the first two permits indicates that requirements for
BACT to limit greenhouse gas emissions will likely be modest. If future permits are similar,
they will focus on operating procedures and energy efficiency and perhaps rely on comparisons
to existing low-emissions facilities.
The first permit for greenhouse gas emitting stationary sources was issued by the
Louisiana Department of Environmental Quality to a facility owned by Nucor Steel. Another
early permit, if not the second such permit issued, went to the Hyperion Energy Center
petroleum refinery in South Dakota. The Nucor Steel permit essentially required nothing but
best operating practices. No specific technology was mandated. Interestingly, the regional EPA
headquarters inquired about whether analysis had been done for carbon capture and sequestration
and was told by the Louisiana Department of Environmental Quality that carbon capture and
sequestration had been found technically infeasible. The refinery permit in South Dakota was
also analyzed by the state for carbon capture and sequestration potential, but was rejected as a
requirement due to its mixed environmental impacts and high cost. In the end, the facility was
found to already be employing BACT with its operating procedures and built-in energy
efficiency measures because it had comparable emissions per unit of output as the most efficient
existing refinery in California.40

C. Settlement Agreement and Performance Standards for Existing Sources
While states have leeway in setting technology standards for new plants, the EPA has
asserted its role for existing facilities. In December 2010, the EPA signed the “Settlement
Agreement,” which set a deadline of sorts of May 2012 for the EPA to establish performance
standards for existing resources. The EPA was sued in 2008 by a collection of states and
environmental groups to compel it to decide on performance standards for greenhouse gas
39

“Greenhouse Gas Permitting Guidance,” summary slides from stakeholder webinars on PSD and Title V
Permitting Guidance for Greenhouse Gases, Fall 2010, accessed via www.epa.gov, March 24, 2011.
40
“First Greenhouse Gas PSD Permits Issued by State Regulatory Agencies,” V&E Law U.S. Environmental Law
Update E-Communication, March 21, 2011, accessed via www.velaw.com, March 24, 2011.
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emissions. In the settlement agreement, the EPA agreed to decide what greenhouse gas emission
permitting would actually mean for new and existing fossil fuel power plants and refineries using
Clean Air Act section 111(d) authority to enact guidelines for states’ regulation of existing
sources. Specifically for power plants, the EPA will issue a proposed performance standard for
existing sources in July 2011, with a final standard issued in May 2012. That is, greenhouse gas
emission requirements for a power plant will not be finalized prior to May 2012.41
There will, however, almost surely be a delay before compliance with performance
standards for existing sources is required. While New Source Performance Standards for new or
significantly modified sources of pollution are federal standards, performance standards for
existing sources are federal guidelines that are implemented by the states (assuming states are not
protesting the permitting process, forcing the EPA to take over permitting, as has happened
recently with Texas and other states). This virtually assures a delay for existing units’
compliance requirements past May 2012, and perhaps far beyond that date. This delay could be
stretched further by unanticipated regulatory delays or legal challenges.42
This settlement agreement still does not answer the important question of what the
requirements for improved greenhouse gas emissions technology will be. At least one analyst
suggests that the types of technology the EPA will focus on will be similar to those it has focused
on for other performance standards. The analyst suggests that efficiency and bio-mass co-firing
will be important, and that carbon capture and sequestration may become central at some point in
the future.43

D. EPA Greenhouse Gas Regulations Face Political Pushback
Though the greenhouse gas permitting process has only just begun, it has already been
the subject of significant political pushback. This makes planning for future regulatory outcomes
difficult. There have been numerous attempts by Congress to shut down the EPA’s greenhouse
gas permitting process. For example, on February 18, the House voted in favor of an amendment
that defunds EPA greenhouse gas regulations through the end of 2011.44 Also, separately, the
House Energy and Power Subcommittee on March 10 passed out a bill to strip the EPA of its
ability to regulate greenhouse gas emissions.45 Recently, some large unions have grown worried
about potential job impacts of EPA regulation of greenhouse gas emissions, adding to the range
of companies already acting as sources of pressure on Congress to oppose the EPA.46 Note that
any legislative attempt to block the EPA would have to anticipate at least the possibility of a
presidential veto.
41

“Settlement Agreement,” settlement agreement for boilers for fossil fuel-fired power plants, accessed via
www.epa.gov, March 24, 2011 and “EPA Greenhouse Gas Performance Standards: What the Settlement Agreement
Means,” Nathan Richardson, Resources for the Future Issue Brief, February 2011.
42
Ibid.
43
Ibid.
44
“Poe-Barton-Carter Amendment Gains House Approval,” February 18, 2011, accessed at website of
Representative Ted Poe, http://poe.house.gov, March 24, 2011.
45
“Energy and Power Subcommittee Votes on H.R. 910,” Committee Votes notice, March 10, 2011, accessed at the
Committee’s website, http://energycommeerce.house.gov, March 24, 2011.
46
“EPA Tangles With New Critic: Labor,” Stephen Power, Wall Street Journal, March 14, 2011.
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E. Conclusion
The EPA’s greenhouse gas emission regulatory efforts have the potential to create broad
new requirements for nearly every fossil fuel electric generator in the country. Specific
technology and operational requirements are currently being developed. Due to political
pushback, any steps forward on this front are likely to be gradual. Still, given the potential
impacts of these regulations, the Board should look into this issue at least once a year to see what
has changed politically and what major regulations have been released. At the Board’s
suggestion, these EPA efforts could also be discussed in the facilitated, collaborative meeting
suggested under Section II.
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IV.

FEDERAL CLEAN ENERGY STANDARD

A. Introduction
In recent years, there have been several attempts to pass federal legislation to limit
greenhouse gas emissions and promote new, “cleaner” forms of electricity generation. The most
recent such proposal is a clean energy standard which President Obama initially described in his
2011 State of the Union address in January. This proposed clean energy standard would require
80% of electricity in the U.S. to be generated by “clean” sources by 2035, double the percentage
of U.S. electricity generated from these same sources today. These clean sources of generation
would include renewable energy, nuclear, coal with carbon capture and sequestration, and
“efficient natural gas.”47
For SPP, like all regions of the U.S., a clean energy standard becoming law would require
expanding low- or no-carbon generation and reducing generation from conventional coal and
other conventional fossil fuel generation. Because SPP relies more on coal and less on nuclear
generation than the average region of the U.S., a clean energy standard would require greater
change in electricity generation in SPP than elsewhere. However, due to current political
uncertainty surrounding clean energy standard passage and the phase-in of any requirements, the
Board does not now need to devote time to planning for such a policy.

B. Basic Description of a Clean Energy Standard
The idea of a clean energy standard is broadly similar to the idea behind the renewable
portfolio standards that exist in most U.S. states. Both policies require utilities to generate a
certain portion of their electricity from resources deemed either “renewable” or “clean.” Both
have percentage targets for this generation that ramp up over time. In both policies, each MWh
of generation from a qualified unit creates one credit that utilities can use to meet requirements.
These credits may be traded, creating a market for the attributes of clean generation. This market
mechanism lowers the costs of compliance and creates incentives for independent power
producers to develop clean energy.
The key difference between clean energy standards and renewable portfolio standards is
that clean energy standards tend to be open to a broader range of generation technologies,
including nuclear, existing hydroelectric, and – in the case of President Obama’s clean energy
standard – efficient natural gas.

C. President Obama’s Clean Energy Standard Proposal

47

Information about the CES proposal comes mostly from a Fact Sheet that the White House released following the
State of the Union: “President Obama’s Plan to Win the Future by Producing More Electricity Through Clean
Energy,” January 25, 2011, accessed via www.whitehouse.gov, March 23, 2011.
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As mentioned, President Obama’s clean energy standard proposal has a target of 80%
clean energy generation by 2035, which is double today’s level of 40%. The energy sources that
qualify as clean under the proposal include renewable energy (hydro, wind, solar, geothermal,
biomass), fossil fuel generation with carbon capture and storage, nuclear, and “efficient natural
gas.” Clean coal and efficient natural gas would each receive partial credit towards the
requirement.
The unique aspect of President Obama’s proposal is including efficient natural gas as a
qualified source. To understand this unique proposal, it may be useful to have an idea of the
existing levels of “clean” generation in the U.S. on average and in SPP. Though no specific
definition of efficient natural gas has been given, we can very roughly back into an estimate that
President Obama’s clean energy standard credits 40% of current natural gas generation.48 This
estimate is based on statements from President Obama’s administration that 40% of U.S.
generation is “clean” and recent EIA data on U.S. generation by fuel type, as shown in Table
IV.1 below. Specifically, if we assume that 40% of natural gas generation in the U.S. in 2009
will be credited under the proposal, the share of generation from clean resources is 40%,
consistent with the statements from President Obama’s administration.
Table IV.1
Net Generation, By Fuel Type (2009)49

"Fossil Fuel and Other"
Coal
Petroleum
Natural Gas
Other Gases
Other
"Nuclear and Renewables"
Nuclear
Hydroelectric Conventional
Other Renewables
Other
Nuclear and Renewables + 40% of
Natural Gas generation
All Energy Sources

U.S. Electricity
Generation

SPP Electricity
Generation

44.5%
1.0%
23.3%
0.3%
N/A

64.0%
*
23.3%
*
0.1%

20.2%
6.9%
3.6%
0.3%

7.6%
0.9%
4.2%
*

40.0%

22.0%

100.0%

100.0%

48

Since natural gas will receive partial credit under the proposal, crediting 40% of existing natural gas generation
could take the form of qualifying 80% of natural gas generation and crediting that generation half as much as other
“clean” sources.
49
Sources: U.S. Energy Information Administration, Electric Power Annual 2009, November 23, 2010 and
Southwest Power Pool, Inc., 2009 State of the Market Report, May 26, 2010, Authors’ calculations. Note that “*”
indicates less than 0.1% net impact.
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If we apply to SPP the same assumption that 40% of existing natural gas generation will
be credited, Table IV.1 shows that just 22% of generation in SPP would qualify for a clean
energy standard. This is the basis for our earlier claim that “greater change” would be required
in SPP than elsewhere.
Other details of President Obama’s proposal that have yet to be fleshed out include (a)
how the requirements for utilities will ramp up over time towards the goal of 80% clean energy
in 2035, (b) whether a clean energy standard should create the same ramped path towards 80%
clean energy in 2035 for each utility, and (c) what role, if any, energy efficiency may play in the
clean energy standard.
Note that requiring each utility to follow a standard path of requirements towards the goal
of 80% clean energy in 2035 could lead to very different compliance costs across utilities. That
is, while there may be significant cost for a utility that currently relies on coal generation for
90% of its generation to hit an interim target of 20% clean energy, a utility that already uses
clean sources for more than 20% of its generation could experience an initial windfall by selling
excess clean energy credits.

D. Chance of a Clean Energy Standard Passing Congress
A number of proposals that would support “clean” electricity generation have been made
by President Obama’s administration or in Congress in recent years, from carbon taxes to capand-trade to renewable portfolio standards. Each proposal has stalled. There is no guarantee that
the outcome for the current clean energy standard proposal will be any different.
Current support for the President’s proposal comes largely from Democratic Senator Jeff
Bingaman, Chairman of the Senate Energy and Natural Resource Committee and a long-time
advocate for a federal renewable energy proposal. Together with the leading Republican on the
committee, Senator Lisa Murkowski, Senator Bingaman released a white paper soliciting input
on the proposal on March 21.50 The six main questions raised by this white paper are:
•
•
•
•
•
•

What should be the threshold for inclusion [of utilities] in the new program?
What resources should qualify as “clean energy”?
How should the crediting system and timetables be designed?
How will a clean energy standard affect the deployment of specific technologies?
How should Alternative Compliance Payments, regional costs, and consumer protections
be addressed?
How would the clean energy standard interact with other policies?

Reaction to this proposed clean energy standard among Republicans has ranged from
muted to opposed. For example, representatives for Senator Murkowski have stated that this
white paper does not indicate the Senator supports the proposal. Opposition to the proposal is
clearer in the House. For example, Chair of the Subcommittee on Energy and Power, Ed
50

White Paper on a Clean Energy Standard, March 21, 2011, accessed via http://energy.senate.gov, March 23, 2011.
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Whitfield has made clear his opposition to a federal clean energy or renewable energy standard
of any kind.51
Finally, it is unclear how the crisis in Japan will affect support for nuclear power in the
U.S., including its role in this proposal.

E. Conclusion
A federal clean energy standard would have significant impacts on SPP electricity
generation capacity planning and operation, if one were implemented. In fact, it is likely that a
federal clean energy standard would have greater impacts on SPP than on U.S. generation on
average. One impact would be a switch from relying on standard coal plants towards designated
“clean” resources. Another impact would likely be increased demand for the abundant wind
resources in SPP’s footprint.
Despite these impacts, the Board need not be overly concerned at this time about how a
clean energy standard policy would impact SPP. First, it is unclear that a clean energy standard
will pass in the current political environment. Second, if a clean energy standard did pass
Congress, its requirements would phase in over time. This phase-in should provide utilities time
to plan for future clean energy generation requirements.
Finally, the Board should be aware that there are opportunities to comment on the
development of federal energy policy such as this clean energy standard. Most recently, the
Senate Energy and Natural Resource Committee recently released a white paper soliciting
comments on the proposed clean energy standard by April 11.

51

Prepared Remarks of Congressman Ed Whitfield, 2011 National Electricity Forum, February 16, 2011, accessed
via http://whitfield.house.gov, March 23, 2011.
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V.

PRODUCTION TAX CREDITS

A. Introduction
The Production Tax Credit (PTC) is a federal government tax incentive available to
qualifying renewable technologies such as wind, geothermal, and some types of biomass. It was
established by the Energy Policy Act of 1992, and has been extended for short time periods
seven times since then. Most recently, the American Recovery and Reinvestment Act of 2009
(ARRA) extended the PTC (for wind) three years until December 31, 2012.
The PTC provides eligible facilities with a 2.2 cents/kWh (or $22/MWh) tax credit for
each kWh produced over the first ten years of facility operation.52 Because the PTC reduces a
company’s tax liability, it is similar to receiving $34/MWh of pre-tax income, assuming a 35%
tax rate. As can be imagined, the PTC is considered a major incentive and has spurred
significant development of wind generation in particular across the United States.53
According to the American Wind Energy Association (AWEA), cumulative wind
capacity in the United States has increased from 2,512 MW in 1999 to 25,369 MW in 2008, an
increase of over 900%. As further proof of the importance of the PTC, AWEA points to the
significant drop-offs in wind installations in 2000, 2002, and 2004, the three years that were
impacted by interruptions in the availability of the PTC. That is, on three separate occasions the
PTC was not extended before the scheduled sunset dates. For those three years, AWEA
estimates that wind installations fell by 90%, 76%, and 78%, respectively, as compared to the
preceding year. The figure below shows annual wind capacity installations from 1999 to 2008.

52

The PTC is adjusted annually for inflation. The 2.2 cents per kWh reflects the 2010 inflation-adjusted credit
amount.
53
Current legislation also allows for wind developers to choose two other options instead of the PTC in some
circumstances. First, wind developers can choose an Investment Tax Credit (ITC). This ITC is equal to 30% of
eligible costs. Second, wind developers can choose the Section 1603 cash grant. This grant is for 30% of eligible
costs and is paid out within 60 days of the commercial operation date.
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Figure V.1
Annual Installed Wind Capacity
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While we agree with AWEA that this data shows that the PTC has been extremely
important for wind development, we do want raise two caveats that suggest that the PTC is not
the sole contributor to the surge in wind development. First, we believe that at least part of the
drop-offs in 2000, 2002, and 2004 were driven by wind developers either speeding up their
projects to meet the PTC sunset dates or delaying their projects to see if the PTC would be
extended. Second, other policies such as State Renewable Portfolio Standards (RPS) have also
contributed to the expansion of wind resources in the United States. However, despite these
cautions, it is clear that the PTC is an important incentive for further wind development, so it is
essential to understand the potential impacts of the PTC failing to be extended – especially for a
wind-rich area such as SPP.

B. EIA Study
For one perspective on the potential impact of the PTC failing to be extended past
December 31, 2012, we reviewed the United States Energy Information Administration’s
(EIA’s) Annual Energy Outlook 2010, With Projections to 2035 (AEO2010). As part of this
analysis, EIA provides a comparison of renewable resource generation from 2005 through 2035
under two cases, its “Reference Case” and its “No Sunset Case.” The Reference Case assumes
that all current regulations and legislation remain unchanged unless they have specific sunset
dates. The PTC for wind is scheduled to sunset in December 2012; thus, the Reference Case
assumes the PTC will not be extended past that date. The No Sunset Case, on the other hand,
assumes the PTC and certain other renewable resource generation incentives are extended
through 2035. Examples of the other incentives extended include: (a) the 30% Investment Tax
Credit (ITC) for solar power investment, (b) tax credits for purchasing energy-efficient building
equipment, (c) the ITC for combined heat and power, and (d) blender’s tax credits for ethanol.
The figure below shows EIA’s forecasts for renewable resource generation (including wind)
under the two scenarios.
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Figure V.2
Renewable Resource Generation by Year by Case
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A few conclusions can be drawn from reviewing EIA’s analysis. First, EIA forecasts that
the PTC, along with other incentives and state programs, will continue to spur renewable
resource generation growth in the near-term until the PTC expires. This is evidenced by the
steep increase in forecasted renewable resource generation in Figure V.2 in both the Reference
and No Sunset cases. EIA states: “In the AEO2010 Reference case, renewable capacity—
particularly, wind-powered capacity—increases rapidly from 2008 to 2013 in response to the
federal PTC for wind, ARRA funding, and State RPS legislation.”54 Therefore, the Board should
know that this growth is not caused by just the PTC, but also by other incentives and State
programs such as RPS mandates.
The second conclusion that can be drawn from this data is that EIA expects renewable
resource generation growth to slow over the mid-term whether the PTC is extended or not. This
can be seen in the figure above as the lines for both the Reference Case and the No Sunset Case
flatten out quite a bit after the PTC expires at the end of 2012, and, furthermore, the two lines
track each other quite closely all the way into the early 2020s. EIA gives a number of reasons
for this phenomenon including low demand growth and a limited need for new capacity.
Specifically, EIA states,
“With slow growth in electricity demand and the addition of capacity stimulated
by renewable incentives before 2015, little new capacity is needed between 2015
and 2020. In addition, in many regions, most attractive low-cost renewable
resources already have been exploited, leaving less-favorable sites that may

54

U.S. Energy Information Administration, Annual Energy Outlook 2010, With Projections to 2035, April 2010
(hereafter “AEO2010”) at page 69.
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require significant investment in transmission as well as other additional
infrastructure costs.”55
In addition, EIA projects that the growth in renewable resource generation expected before the
PTC expires will be sufficient to fulfill State RPS mandates for years. EIA explains:
“Growth in renewable capacity slows dramatically after 2014 because of the
expiration of the Federal PTC for wind and the completion of projects expected to
be supported by ARRA funding. The growth before 2013 is adequate to meet
State RPS-mandated renewable requirements through about 2030; however,
renewable capacity begins to grow again after 2030 to meet the State RPS
mandates.”56
Finally, because the PTC can be collected for ten years, the PTC may have a lingering impact
after it expires, which also may explain why renewable generation in the Reference and No
Sunset cases track each other over the mid-term.
The third conclusion that can be drawn from this study is that the largest impact of the
PTC failing to be extended would occur in the longer-term, after 2020. EIA states that “[a]fter
2020, renewable generation in the No Sunset and Extended Policies cases increases more rapidly
than in the Reference case.”57
We note that this is just one forecast of the potential impact of the PTC on renewable
resource generation development and that market conditions can change quickly. As a result, we
recommend that the EIA’s Annual Energy Outlook 2011 (AEO2011) be reviewed when it is
released at the end of April 2011 for a more up-to-date view. In the meantime, however, we can
get an idea of what to expect from EIA’s Annual Energy Outlook 2011 Early Release Overview
that was released on December 16, 2010. From this short preview report it seems that EIA may
forecast less renewable resource generation growth due to low natural gas price expectations and
higher capital costs for wind. EIA’s early preview notes the following:
“Increased renewable energy consumption in the electric power sector, excluding
hydropower, accounts for 23 percent of the growth in electricity generation from
2009 to 2035. Generation from renewable resources grows in response to key
Federal tax credits, but it is lower in the AEO2011 Reference case than in the
AEO2010 Reference case because of lower natural gas prices and higher costs for
new wind power plants.”58

C. Conclusion

55

AEO2010 at page 25.
Ibid. at page 69.
57
Ibid. at page 25.
58
U.S. Energy Information Administration, Annual Energy Outlook 2011 Early Release Overview, December 2010
at page 9.
56
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Given that EIA’s forecasts do not show a drastic impact of the PTC failing to be extended
in the mid-term, we do not believe this issue should be of immediate primary importance to the
Board at this time. However, the Board should still be aware of market and regulatory measures
that could help mitigate the potential negative impact on wind development related to a failure to
extend the PTC. These measures could be of particular importance to a wind-rich area like SPP
where wind resources, given the right conditions, can compete economically with other more
traditional generation technologies. These measures include: (a) other policies such as State
RPS mandates or a potential federal clean energy standard, (b) market rules that accommodate
new wind resources and the variability of their output, (c) transmission planning and cost
allocation methodologies that share the costs of new lines and consider the public policy benefits
of new transmission facilities that connect renewable resource generation projects to the grid,
and (d) higher prices for fossil fuels, especially natural gas. Each of these could serve to make
investment in wind generation more attractive to developers.
In looking to the long-term, we recommend that the Board ensure that SPP’s long-term
planning studies include future scenarios with and without the PTC if they do not already do so.
This will allow the uncertainty surrounding the PTC to be captured and for SPP’s planned
transmission portfolio to be robust over multiple potential future scenarios.
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VI.

ELECTRIC VEHICLES

A. Introduction
President Obama, in his 2011 State of the Union address, called for a goal of having 1
million electric vehicles (EVs) on the road by 2015. The term “electric vehicles” encompasses
several different types of vehicles such as plug-in hybrid electric vehicles, extended range
electric vehicles, and all-electric vehicles. Although these various types of EVs may differ in
their methods of propulsion and operation, all of these vehicles are able to plug-in to the electric
grid to recharge their batteries and thus are sometimes collectively referred to as plug-in electric
vehicles (PEVs).
Currently there are only a few EV models in production, such as General Motor’s
Chevrolet Volt and the Nissan Leaf. While the adoption of EVs is nascent, a status report from
the U.S. Department of Energy on the 1 million EV goal states that the goal is achievable,
estimating that around 1.2 million EVs could be produced by 2015 based upon manufacturer
announcements of planned production, shown in Table VI.1.59 The report also provides
perspective on this goal by comparing projected sales of EVs to sales of all light-duty vehicles.
In 2010, approximately 12 million light-duty vehicles were sold. The report states that “[t]o
reach the one million vehicle goal, EVs will need to average just under 1.7 percent of sales
through 2015 (assuming sales of 12 million light-duty vehicles per year).”60

59

United States Department of Energy, One Million Electric Vehicles by 2015 February 2011 Status Report, at page
4.
60
Ibid. at page 3.
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Table VI.1
Estimated U.S. Supply of Electric Vehicles from 2011 through 2015
Manufacturer and Model

2011

2012

2013

2014

2015

TOTAL

1,000

5,000

10,000

10,000

10,000

36,000

Fisker Nina PHEV

-

5,000

40,000

75,000

75,000

195,000

Ford Focus EV

-

10,000

20,000

20,000

20,000

70,000

400

800

1,000

1,000

1,000

4,200

15,000

120,000

120,000

120,000

120,000

495,000

200

800

1,000

1,000

1,000

4,000

25,000

25,000

50,000

100,000

100,000

300,000

1,000

1,000

1,000

1,000

1,000

5,000

Tesla Motors Model S EV

-

5,000

10,000

20,000

20,000

55,000

Tesla Motors Roadster EV

1,000

-

-

-

Think City EV

2,000

5,000

10,000

20,000

20,000

57,000

CUMULATIVE TOTAL

45,600

223,200

486,200

854,200

1,222,200

1,222,200

Fisker Karma PHEV

Ford Transit Connect EV
GM Chevrolet Volt
Navistar eStar EV (truck)
Nissan LEAF EV
Smith Electric Vehicles Newton
EV (truck)

-

1,000

Source: United States Department of Energy

B. Impact on SPP
The ISO/RTO council prepared a study to assess the integration of EVs or PEVs on
regional grid systems. The study uses the Obama Administration goal of achieving 1 million
EVs on the road in 5 years to develop various scenarios of possible outcomes of EV market
penetration. Their analysis produced three different scenarios of when the 1 million EV goal
would be met: (a) a target case scenario in which the goal is met by 2017; (b) a fast case
scenario in which the goal is met by 2015, consistent with the Obama Administration’s goal; and
(c) a slow case scenario in which the goal is not met until 2019.61 By the time 1 million EVs are
on the road in the United States, the study projects that SPP will have around 30,000 EVs in its
service territory, only about 3% of total EVs.62 Compared to other major ISO/RTOs, SPP is
projected to have the lowest adoption rate, while the California ISO and PJM are expected to
61

ISO/RTO Council, Assessment of Plug-in Electric Vehicle Integration with ISO/RTO Systems (hereafter
“ISO/RTO Report”), March 2010 at page 17.
62
Ibid. at page 25.
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have the greatest share. Table VI.2 compares the projections of the number of EVs in the
different ISO/RTO regions in the United States. These trends reflect what the study calls a
“coastal effect,” where sales tend to cluster on the West Coast and the Northeast with heavy
concentrations in large urban areas, which is based on historical trends of adoption rates of the
Toyota Prius hybrid vehicle.63
Table VI.2
PEVs in the ISO/RTO U.S. Regions
ISO/RTO
CAISO
PJM
Midwest ISO
ISO-NE
NYISO
ERCOT
SPP
TOTAL

Consumer PEVs
237,698
103,124
65,022
50,780
28,194
27,276
18,466
530,560

Fleet PEVs
29,956
41,048
29,622
10,294
15,544
15,493
11,993
153,950

Total PEVs
267,654
144,172
94,644
61,074
43,738
42,769
30,459
684,510

Source: ISO/RTO Council
The widespread adoption of EVs could have implications for a regional grid depending
on factors such as increased loads from the number of EVs charging and the distribution of their
charging times. Based on the number of EVs projected to be in SPP’s service territory, around
30,000, the study estimated that the additional load attributed to EVs to be 168 MW, as shown in
Table VI.3.64 Given historical peak and off-peak demand in SPP, which was 46,482 MW and
17,582 MW for maximum and minimum hourly demand in the footprint in 2009, the additional
load amounts to 0.36% and 0.96% of demand respectively.65 However, realistically, if charging
of all EVs took place over an 8-hour or 12-hour period instead of simultaneously, the additional
load in SPP would be 38 MW and 25 MW respectively, resulting in an even smaller impact.66

63

Ibid. at page 7.
Ibid. at page 29.
65
The SPP footprint used for the peak and off-peak demand figures is the Regional Entity footprint plus the
Nebraska participants – Lincoln Electric System, Nebraska Public Power District, and Omaha Public Power District.
66
ISO/RTO Report at page 29.
64
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Table VI.3
Load and Charging Projections in the U.S. ISO/RTO Regions

ISO/RTO
CAISO
PJM
Midwest ISO
ISO-NE
NYISO
ERCOT
SPP
TOTAL

Total
PEVs
267,654
144,172
94,644
61,074
43,738
42,769
30,459
684,510

Load if everyone
charged at the
same time (MW)
1480
797
523
338
242
237
168
3,785

Load if charging
is staged over 8
hours (MW)
331
178
117
75
27
53
38
819

Load if charging
is staged over 12
hours (MW)
221
119
78
50
18
35
25
546

Source: ISO/RTO Council

C. Conclusion
Given the level the President set as his goal for EVs, and the assumed adoption rates for
SPP, the emergence of EVs is not expected to have a major impact on SPP in the near future.
We believe this issue should be at a lower level of importance to the Board, but at the same time,
we recommend that the SPP Staff monitor the penetration of EVs in SPP.
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VII.

DEMAND RESPONSE

A. Introduction
Last December, the six U.S. Regional Transmission Organizations (RTOs)67 collaborated
on the “2010 ISO/RTO Metrics Report”68 (2010 RTO Report). The 2010 RTO Report, which
was produced in response to a directive by the Federal Energy Regulatory Commission, was
intended to compile and compare certain data points that are relevant to RTO performance in the
areas of reliability, wholesale electricity market performance, and organizational effectiveness.69
Among a number of statistics and data points relevant to wholesale markets, the 2010
RTO Report contained data for each of the six RTOs related to demand response. Specifically,
the 2010 RTO Report provided statistics covering the period from 2005 to 2009 regarding (a)
demand response as a percentage of total installed capacity and (b) demand response as a
percentage of the total synchronized reserve market. As we noted in our report to the SPP Board
regarding SPP’s Integrated Marketplace,70 SPP’s total demand response capability – as measured
in the 2010 RTO Report – has lagged that of the other RTOs.71 Table VII.1 illustrates these
statistics for 2009:
Table VII.1

RTO
New York ISO
ISO New England
PJM
Midwest ISO
California ISO
SPP

Demand Response as a
Percentage of Total Installed
Capacity
6.60%
5.34%
4.40%
3.78%
3.60%
1.53%

Demand Response as a
Percentage of Total
Synchronized Reserve Market
0.00%72
1.68%
6.12%
3.90%
7.80%
N/A73

67

The six RTOs are: (a) the California Independent System Operator (California ISO); (b) ISO New England, Inc.
(ISO New England); (c) Midwest Independent Transmission System Operator, Inc. (Midwest ISO); (d) New York
Independent System Operator (New York ISO); (e) PJM Interconnection, L.L.C. (PJM); and (f) SPP.
68
The 2010 RTO Report can be found at: http://www.isorto.org/atf/cf/%7B5B4E85C6-7EAC-40A0-8DC3003829518EBD%7D/2010%20ISO-RTO%20Metrics%20Report.pdf/.
69
2010 RTO Report at page 9.
70
Boston Pacific Company Inc., A Review of the Southwest Power Pool’s Integrated Marketplace Proposal,
December 30, 2010 (hereafter “Boston Pacific SPP-IM Report”), available at:
http://www.bostonpacific.com/assets/documents/BPCReviewofSPPIntegratedMarketplaceProposal_12_30_10.pdf.
71
Boston Pacific SPP-IM Report at page 12.
72
New York ISO explains that it introduced a program to allow demand response resources the ability to provide
reserves in June 2008. Through the end of 2009, no demand response resources had met the qualifications to
provide reserves. See 2010 RTO Report at page 227.
73
SPP does not yet operate a synchronized reserve market.

36
BOSTON PACIFIC COMPANY, INC.

There are a few reasons why these statistics are relevant to SPP. First, demand response
will increase its footprint and participation in SPP markets going forward. In fact, as explained
below, increased demand-side participation is only a matter of time. Second, there are a number
of purported benefits associated with demand response that may accrue to SPP’s ratepayers as
demand-side participation ramps up. Third, wholesale market demand response programs are
still relatively new, and as a result, there are important policy issues that require the SPP Board’s
attention.
Demand response refers to a reduction in an end-use customer’s consumption of
electricity in response to an increase in the price of electricity, incentive payments, or a
reliability event. Demand response is voluntarily provided by demand response resources, and
can be “active” or “passive.” Active demand response involves temporary load reductions in
response to the grid’s conditions: either the price for electricity is high or there is a reliability
event that requires the resource to reduce consumption. Passive demand response refers to
energy efficiency programs, whereby consumers permanently reduce their overall electricity
consumption through building and equipment improvements that lead to more efficient power
use. Active, price-based demand response allows load to bid on an even basis with generators.
If the price for electricity gets high enough, the demand response resource will back down
consumption. Reliability-based demand response programs require resources to reduce
consumption during emergency reliability events in return for a payment.
Demand response resources can provide energy and ancillary services. In addition,
demand response resources can also participate as capacity resources, meaning they will be
obligated to provide services at a future date in return for a capacity payment.74 Most demand
response participants are large industrial and commercial consumers; however, retail demand
response “aggregators” are a growing sector of total demand response participation, whereby an
aggregating company – either a local load-serving entity or a stand-alone aggregator company,
e.g., EnerNOC, Inc. – signs contracts with retail customers, and then bids the block of customers
as a whole into the wholesale markets. In theory, there are many benefits that may accrue from
increased participation by demand response resources in wholesale power markets. These
potential benefits include: (a) lower prices; (b) more efficient markets; (c) environmental
benefits; and (4) reliability benefits.75 If, for example, a demand response resource reduces its
consumption by 5 MW, and thereby prevents an additional 5 MW of expensive generation from
being dispatched, the result can be lower prices, a more “efficient” result (since load did not
place a high enough value on that last 5 MW of consumption), zero emissions, and the reliability
benefits that accompany lower consumption in general.

B. Why Demand Response Is Coming

74

For example, demand response resources are a significant resource in PJM’s forward capacity market, providing
approximately 6.1% of all cleared capacity for the 2013/2014 auction.
75
Providing Incentives for Efficient Demand Response, William W. Hogan, October 29, 2009 at page 1. Dr.
Hogan’s paper can be accessed here:
http://www.hks.harvard.edu/fs/whogan/Hogan_Demand_Response_102909.pdf.
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Demand response will be an issue that will likely show up before the Board going
forward. It is likely that in the coming years, demand response participation in SPP increases by
a minimum of a factor of two. It is important to note that the total MW amount of demand
response, even if it doubles, is not very high, and thus will not drive the markets to the extent of
that by shale gas or the EPA regulations. Nevertheless, the Board should expect to see issues
related to demand response more often in the near future. The two main reasons SPP will see an
increase in demand-side participation is (a) recent pro-demand response FERC initiatives with
which SPP will be required to comply and (b) implementation of the Integrated Marketplace.
Today, SPP operates a market that does not provide much opportunity for demand
response resources. As SPP’s Market Monitor pointed out in a report to FERC last year,76 the
“main barrier” to demand response entry into SPP markets “is the lack of either an operating
reserve market, or a day-ahead market.”77 In our SPP Integrated Marketplace Report, we noted
that “the lack of competitive procurement of reserves” may be one reason why SPP’s demand
response participation has lagged that of the other RTOs.78 With the advent of the Integrated
Marketplace, however, both of these barriers will be removed. A day-ahead market will allow
demand response resources to participate in the SPP markets in a more flexible way by allowing
them more notice to plan to reduce consumption.79 And, because demand response resources
have been successful at providing reserves in other markets,80 there is reason to expect demand
response resources being a robust participant in the operating reserves markets of SPP once those
markets are implemented.
Regulatory conditions will likely also help spur further demand response development.
In 2008, FERC issued Order No. 719,81 which was intended to “further eliminate barriers to
demand response participation in organized energy markets” and to “ensure the demand response
is treated comparably to other resources.”82 To that end, FERC required each RTO, including
SPP, to create conditions that allow demand response resources to compete with traditional
generation, including (a) allowing demand response to provide reserves and (b) permitting retail
demand response aggregators to participate in RTO markets.83 In response to FERC’s directives,
SPP has proposed new Tariff provisions that introduce changes to how demand response
resources are treated, including how their output is measured and verified, what technical
requirements must be met for demand response resources to participate in SPP markets, and
allowing aggregators of retail customers to become market participants.84 FERC has yet to
address SPP’s proposed revisions.
76

“Barriers to Entry of Demand Response Resources in SPP,” filed with FERC in Docket No. ER09-1050-000 on
May 20, 2010 (hereafter “Market Monitor Report”).
77
Market Monitor Report at page 2.
78
Boston Pacific SPP-IM Report at page 12.
79
Other RTOs, including PJM and ISO New England, allow demand response resources to participate in their dayahead markets.
80
In 2009, demand response resources provided 7.80% and 6.12% of total synchronized reserves in the California
ISO and PJM markets, respectively.
81
Wholesale Competition in Regions with Organized Electric Markets, Order No. 719, 73 Fed. Reg. 64,100 (Oct.
28, 2008), FERC Stats. & Regs. ¶ 31,281 (2008), order on reh’g, Order No. 719-A, 74 Fed. Reg. 37,776 (July 29,
2009), FERC Stats. & Regs. ¶ 31,292 (2009) (collectively, “Order No. 719”).
82
Order No. 719 at paragraph 15.
83
Ibid.
84
SPP’s May 19, 2010 Filing in Docket Nos. ER09-1050-004, et al. (hereafter “SPP May 19, 2010 FERC Filing”).
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To sum, SPP can expect vibrant growth in demand response resource participation in the
coming years. FERC’s recent directives have mandated SPP’s adoption of market rules that
allow demand response resources to participate on a comparable basis with traditional supply
resources, and the Integrated Marketplace should make SPP an attractive marketplace for
demand-side participation. While SPP has begun to introduce provisions that allow demand
response resources to participate in their markets, there is still a long way to go. SPP still needs
FERC approval of its significant Tariff changes related to Order No. 719, plus it needs time to
develop changes to its EIS market software and its Tariff85 to comply with Order No. 719.
However, once that is done, and once the Integrated Marketplace is in place, demand response
participation should, at minimum, be expected to double in size in SPP. In fact, if SPP’s demand
response participation only catches up to the least of the five other U.S. RTOs and grows no
further, such a result would mean an increase of 135% from today’s levels.86

C. Issues to Keep Up On
At this point, it should be clear that demand response is an emerging issue for SPP over
the coming years that will require Board review. The Board should be aware of demand
response, its potential benefits, and SPP’s efforts to ramp up demand response programs and
participation. To this end, SPP can benefit from the experiences of the other U.S. RTOs and
FERC directives in their design and implementation efforts. This approach has been used by the
Board – and Boston Pacific – in approaching the Integrated Marketplace initiative. But it is also
true that even in the more mature markets across the country, other issues related to demand
response remain controversial and dynamic. These issues, therefore, are particularly important
for the Board’s attention.
Probably the two most controversial and important issues related to demand response
today are (a) compensation for demand response resources and (b) measurement and verification
of demand response output.
How much should demand response resources be paid? That question has been the
subject of a long proceeding before FERC that recently culminated in Order No. 745,87 which
established a standardized approach to compensation for demand response resources. In Order
No. 745, FERC has established favorable payments to demand response resources that meet a
“net benefits” test. Specifically, FERC is now requiring that demand response resources be paid
the full locational marginal price – on top of their savings from foregone consumption – for their
services as long as the benefits provided by the demand response participation exceeds its cost.88

85

SPP May 19, 2010 FERC Filing at page 15.
Of the other five RTOs, California ISO’s demand response as a percentage of total installed capacity, as reported
in the 2010 RTO Report, is 3.60%. SPP’s demand response percentage of total installed capacity is 1.53% and
would need to grow by approximately 135% to reach similar levels to California ISO.
87
Demand Response Compensation in Organized Wholesale Energy Markets, Order No. 745, 134 FERC ¶ 61,187,
March 15, 2011 (hereafter “Order No. 745”).
88
The net benefits test adopted by FERC requires that the reduction in prices paid by customers must be greater than
the amount of additional payment made to demand response resources.
86
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Many interested entities filed comments opposed to a full price payment to demand response
resources and in support of a less favorable compensation approach that is currently used by PJM
– including a payment equal to the locational marginal price less the generation and
transmissions portions of the retail rate. Other parties, including SPP, filed comments in
opposition to a net benefits test because of its costliness. Eventually, SPP will be required to
conform its Tariff to accommodate the terms of Order No. 745. Specifically, FERC directed all
RTOs to implement this compensation approach by July 22, 2010.89 However, given the
significant amount of opposition to FERC’s mandated approach – including a ten-page dissent
written by FERC Commissioner Phil Moeller90 – this issue may remain in the spotlight over the
course of rehearing requests and other avenues of regulatory and/or judicial appeal.
Another major issue sure to be relevant to SPP’s demand response efforts is how to
ensure that demand response resources’ output – “negawatts” - are actually being provided.
Remember, demand response is a reduction in consumption. That reduction occurs from a
“baseline” amount of consumption, or the amount that the demand response resource would have
consumed had it not provided demand response. Thus, measurement and verification of demand
response output is largely a two-part issue: (a) how the baseline consumption level is set and (b)
how a demand response resource’s real-time output is metered.
There is no federally-mandated standard for baseline setting or measurement and
verification of demand response resources. While Order No. 719 required each RTO to adopt
“reasonable standards,” FERC has allowed flexibility in measuring demand response resources’
output. To that end, SPP has proposed two methods for measuring and verifying a demand
response resource’s output, one of which compares the resource’s consumption in the dispatch
hour to that of the previous hour.91 Again, FERC has yet to act on this proposal. However, the
Board should be aware of the difficulty in determining exactly what SPP ratepayers are paying
for when they compensate demand response resources. Unlike a supply resource, which starts at
a “baseline” of zero MW and must produce MW in order to provide benefits to the grid (and be
paid accordingly), demand response resources are measured against an administratively-set
baseline – typically some statistical measure of historical output – and paid for its reductions
from such levels. This is necessarily an estimate, and as ISO New England has pointed out, may
be open to manipulation.92 Also, the Board should be aware that, even once the methods by
which the baselines are set and the measurements will be taken, all demand response resources
must be fitted with the necessary metering equipment in order to participate in a wholesale
89

Order No. 745 at paragraph 6.
Commissioner Moeller considers payment of full locational marginal price to demand response resources as a
“double-payment” that provides compensation to demand response resources that is “not comparable” to that
provided to supply resources and “economically inefficient” because it distorts price signals. Commissioner Moeller
also dismisses the net benefits test as a “fig leaf” that fails to protect ratepayers from “unintended market damage.”
See “Moeller, Commissioner, dissenting” in Order No. 745 at pages 5-6.
91
SPP May 19, 2010 FERC Filing at pages 11-13.
92
In its May 13, 2010 Comments in FERC’s Order No. 745 proceeding, ISO New England explained that “adverse
selection” and “moral hazard” give market participants incentive to “inflate baseline estimates and extract program
payments for essentially normal consumption behavior.” For example, under an adverse selection strategy, ISO
New England explains that customers have incentive to selectively join a demand response program “just before the
end of their peak usage season.” This inflates the baseline calculation, and thus normal consumptive behavior from
that point forward will appear – and be paid – as if there was a reduction in consumption. See “Comments of ISO
New England, Inc.,” Docket No. RM10-17-000, May 13, 2010 at pages 32-34.
90
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market. Such equipment and technology is a necessary investment before any potential benefits
from demand response resources can be realized.

D. Conclusion
Demand response’s impact on SPP’s markets is expected to increase substantially as it
catches up to its RTO neighbors and implements FERC directives and the Integrated
Marketplace. As it does, the Board should be educated on demand response and aware of the
important issues related to demand response. Demand response resources may be capable of
providing SPP ratepayers with real benefits, but debate about the proper way to realize those
benefits remains. As SPP increases the role for demand response, its stakeholders and the Board
will likely face these issues in the near future.
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Agenda
•

Integrated Marketplace
–

Matrix of Market Features & the “Forklift” Question

–

BP/MMU Recommendations

–

MOPC Recommendation to SPP BOD
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Market Feature Overview:
Market Feature

Day‐Ahead Market

ISO‐NE

PJM

MISO

SPP
Integrated
Marketplace

3*

3*

3

3

Real‐Time Market

3

3

3

3

Must‐Offer in Day‐Ahead Market

3*

3*

3*

3

Resource Make‐Whole Payment

3

3

3*

3

Real‐Time Market Settlement

3*

3*

3*

3

Operating Reserve ‐ Reserve Zones

3*

3*

3*

3

‐

‐

‐

3

Marginal Losses

3*

3*

3

3

Co‐optimization

3*

3*

3

3

Operating Reserve – External
Reserve Transfer

3 : exists
3*: exists, some difference with SPP Integrated Marketplace
- : does not exist
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Market Feature Overview (cont.):
ISO‐NE

PJM

MISO

SPP
Integrated
Marketplace

Combined Cycle Special Handling

3*

3*

3*

3

Transmission Congestion
Rights/Auction Revenue Rights
(TCRs/ARRs)

3

3

3

3

Jointly Owned Resources

3*

3*

3*

3

Virtual Transactions

3

3

3

3

Forward Capacity Market

3

3

‐

‐

Market Feature

3 : exists
3*: exists, some difference with SPP Integrated Marketplace
- : does not exist
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Boston Pacific / MMU Recommendations:
Boston Pacific

MMU

Transmission Cost Management

3

3

Transmission
i i Losses ((Marginal
i l Loss Allocation)
ll
i )

3

‐

Virtual Bidding (Virtual Transactions)

3

‐

Must Offer Requirement

3

‐

Manual Dispatch

3

‐

Combined Cycle Modeling

3

‐

Settlements

3

‐

Reserve Zones – Obligation Transfer

3*

3

‐

3

Market Feature

Reserve Zones – Minimum Requirement Calculation

3 Issue Raised
3* No issue originally found. Issue raised after further review
No issue raised
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Boston Pacific/MMU Recommendations
•

MWG Action
–

All of the Boston Pacific and MMU recommendations
were resolved through either modifications of the
Integrated Marketplace design or acceptance by Boston
Pacific of the existing design with the following
exceptions:
•

Five‐minute settlement

•

Must Offer provision

•

Enhanced Combined Cycle Functionality

10
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MOPC Recommendation to the BOD
•

•

The MWG recommended proceeding with implementation of the
Integrated Marketplace design as accepted by MOPC at their January
12,, 2011 meetingg with the followingg modifications:
–

Explicitly describe the process for adjusting the ARR nomination caps

–

Remove the provision allowing the Reserve Zone internal obligation
transfers

–

Remove the provision allowing an operating Reserve Zone minimum to be
equal to the available Operating Reserve in a zone.

The MOPC recommends to the BOD:
–

•

Approve implementation of the Integrated Marketplace with Combined
Cycle Standard Design on March 1, 2014 and implementation of the
Combined Cycle Enhanced Design no later than March 1, 2015.

MOPC Approved with one NO vote (KCBPU) and 12 Abstentions
11

RTWG

12

6

Credit Policy Order 741 Compliance ‐ TRR041
•

FERC issued its final rule on credit reforms in the organized
wholesale electric markets on October 21, 2010 and issued
an order
d on rehearing
h i on February
F b
17 2011
17,
2011.

•

The purpose of these reforms is “to improve the
management of risk and the subsequent use of credit in
the organized wholesale electric markets.”

•

Most of these reforms must be implemented in tariff
revisions filed byy June 30,, 2011 to take effect October 1,,
2011.

•

The change in calculating Credit requirements must be filed
by September 30, 2011 to take effect January 1, 2012.
13

Requirements With No Impact on SPP OATT
•

Limit unsecured credit to < $50 million: SPP limit at
$25 million, No change

•

Eliminate unsecured credit in FTR markets: no FTR
market in SPP, No change

•

Establish billing period for payment no more than 7
days: EIS Market already at 7 day cycle, No change

14
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Changes to OATT – File by June 30
•

Minimum criteria related to adequate capitalization & risk
management control (Paragraph 131)
–

•

•

SPP worked with other RTO/ISO’s to develop standard language
(Attachment X, Section 3.1)

Clarify a “material adverse change” (MAC)
–

Changed term in OATT from “material change” to MAC

–

Reasonable advance notice of credit requirement changes

–

Provisions for Market Participant notice added

Establish 2 day limit to post additional collateral due to
MAC
–

Change in OATT from 3 days to 2 days (Section 3.2.2)
15

Changes to OATT – File by September 30
•

To minimize risk in the event of bankruptcy SPP must
eliminate netting of credit requirements (obligations less
payments)
t)

•

SPP can do one of the following:
–

Establish a central counterparty (PJM)

–

Establish collateral requirements based on net exposure (MISO)

–

Credit based on Gross obligations

–

P
Propose
another
h alternative
l
i

•

CPWG is proposing to file the “Gross Obligation” option
(Tariff Section 5.2.1) due to limited time, but will work on a
permanent solution for Forward Markets

•

Will bring final Tariff language in July

16
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RTWG Approval & Recommendation
•

RTWG approved TRR041 unanimously on March 31,
2011
–

RTWG did support CPWG’s continued work to find an
alternative to the Gross Credit calculation

•

MOPC approved TRR041 with the exception of 5.2.1‐
Gross obligation language with 4 NO votes (Dogwood,
OPPD, Entergy Asset Mgmt., KCBPU) and 12
Ab t ti
Abstentions

•

MOPC recommends:
–

The SPP BOD approve TRR041 with the exception of
5.2.1‐Gross obligation language.
17

Ministerial Changes to Credit Policy ‐ TRR042
•

While working on TRR041 the CPWG recommended
additional changes, though not part of the compliance
fili related
filing
l t d to
t Order
O d 741

•

Change terminology to Material Adverse Change (Section
3.4)

•

Moved paragraph on Remedies to Defaults to Section 8.2.2

•

TRR 042 also proposed changing Section 7.4 of the Tariff
(Customer Defaults) to reduce the cure period from 5 days
to 2 days
–

This change was not approved by the RTWG since no one at the
meeting, at that time, could explain why the change was requested
18
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RTWG Approval & Recommendation
•

RTWG approved TRR042 unanimously on March 31,
2011

•

MOPC approved TRR042 including the modification of
section 7.4 changing the default cure period from 5
days to 2 days, with 3 NO votes (KEPCO, Midwest
Energy, KCBPU) and 6 Abstentions.

•

MOPC recommends:
–

The SPP BOD approve TRR042 including the
modification of section 7.4 changing the default cure
period from 5 days to 2 days.
19
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INFORMATION ITEMS
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Information Items
•

RE Information
–

•

AGCTF Update
–

•

The task force continues to work on a proposal to identify key "hubs" at which
multiple generation projects might interconnect. This raises questions as to how the
cost of these hubs might allocated, which they will be discussing with the CAWG.

Seams Steering Committee
–

•

Received an update on several topics of current interest, including some potential
issues with day ahead and long‐term planning studies performed by SPP.
SPP

Updated the activities of the SSC, including work to date on classifying and analyzing
projects at the seams to ensure they benefit parties on both sides of the seams.

SPCWG UFLS
–

With the recent ballot failure of the regional UFLS standard, the WG is reviewing the
comments received and plans to re‐ballot the measure. They will also try to get
broader participation in the process the next time around
22

11

•

ESWG
–

•

Much of the current work of the ESWG is related to ITP‐10. Have already updated
the "futures"
futures to be used in this study; condensed down to two futures,
futures one for
"business as usual" and the other to recognize additional renewables and impact of
anticipated EPA regulations leading to fossil plant retirements and carbon taxes.
Now working on developing a list of key drivers with uncertainty, for which
sensitivities must be developed.

ITP10
–

In addition to the work on the futures to be used, working to refine study
procedures, including how to sequence in various projects need by the end of the
study
t d h
horizon
i
att the
th right
i ht time
ti
over the
th nextt ten
t years.
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Southwest Power Pool, Inc.
MARKETS AND OPERATIONS POLICY COMMITTEE
Recommendation to the Board of Directors
Integrated Marketplace Protocols
April 12-13, 2011

Organizational Roster
The following members represent the Market Working Group:
Richard Ross, AEP, Chairman
Keith Sugg, AECC, Vice Chairman
Debbie James, SPP, Secretary
Rick McCord, EDE
Darrell Wilson, OGE
Gene Anderson, OMPA
Jessica Collins, Xcel Energy
Patricia Denny, KCPL
James Liao, WFEC
Randy Gillespie, Kelson Energy
Mike Wise, Golden Spread Electric Cooperative
Ann Scott, Tenaska Power Services Co.
Lee Anderson, Lincoln Electric System
Rick Yanovich, OPPD
Aaron Rome, Midwest Energy, Inc.
Shah Hossain, Westar Energy, Inc.
Background
The SPP Markets and Operations Policy Committee (MOPC) endorsed the baseline Integrated Marketplace
Protocols at their January 12, 2011 meeting. After the baseline Protocols endorsement, the MOPC requested
that the Market Working Group (MWG) evaluate whether the benefits of the SPP unique design elements are
sufficient to overcome the associated implementation costs and risks as compared to existing market designs. In
addition, the MOPC requested the MWG provide a recommendation regarding the design SPP should implement
for consideration by the MOPC and the Board of Directors (BoD) at their April 2011 meetings. Subsequently, the
MOPC and the BoD requested the MWG review and respond to the market design reports from the SPP Market
Monitoring Unit (MMU) and Boston Pacific.
This Recommendation Report is MWG’s response to the MOPC and BoD requests. The Analysis is divided into
two sections. The first section provides a qualitative summary analysis of the SPP Integrated Marketplace design
elements and their contrast with other RTOs to address the MOPC’s request to evaluate the unique elements of
the Integrated Marketplace design. The second section provides a response to the issues raised in the Boston
Pacific report and the SPP MMU report.
MWG dedicated significant meeting time and effort to the review of these design elements. To capture the details
of the issues, the different perspectives on them, and MWG’s resolution of the issue, the MWG developed
Position Papers on each issue. These Position Papers are provided in the appendices to this report.

Analysis
MWG Recommendation to MOPC April 12, 2011
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Section One – MWG Response – Qualitative RTO Designs Comparison
This section of the report scope focuses on:
‐ Key market features,
‐ Contrasting the Integrated Marketplace key market features with respect to the following RTOs: PJM,
ISO-NE and MISO.
The table below provides the list of key market features presented for comparison in this report and an indication
as to whether their implementation in other RTOs is different than within the Integrated Marketplace. The
remainder of this section describes implementation differences between the other RTOs and the SPP Integrated
Marketplace in greater detail.

ISO-NE

PJM

MISO

SPP Integrated
Marketplace

Day-Ahead Market

3*

3*

3

3

Real-Time Market

3

3

3

3

Must Offer in Day-Ahead Market

3*

3*

3*

3

Make-Whole Payment

3

3

3*

3

Real-Time Market Settlement

3*

3*

3*

3

Operating Reserve – Reserve Zones

3*

3*

3*

3

-

-

-

3

Marginal Losses

3*

3*

3

3

Co-optimization

3*

3*

3

3

Combined Cycle Special Handling**

3*

3*

3*

3

Transmission Congestion Rights/Auction Revenue
Rights (TCRs/ARRs)

3

3

3

3

Jointly Owned Units

3*

3*

3*

3

Virtual Transactions

3

3

3

3

Forward Capacity Market

3

3

-

-

Market Feature

Operating Reserve – External Reserve Transfer

3
3*
**

Feature exists
Feature exists, some differences with Integrated Marketplace
Feature does not exist
An enhanced version is included in ERCOT and CAISO and Marketplace design is based this version
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Day-Ahead Market
The Day-Ahead Market feature, a financially binding process through which resources offer and loads bid for the
next operating day, exists in all four RTOs with the following:
‐ Submitted resources and loads are economically cleared hourly for the next operating day,
‐ Resources cleared in the Day-Ahead Market are normally expected to be available for the Real-Time
Market,
‐ Market clearing is performed by use of Security Constrained Unit Commitment (SCUC) and Security
Constrained Economic Dispatch (SCED).
SPP Approach Differences:
In PJM and ISO-NE, the Day-Ahead Market is an energy market only. Ancillary Services obligations
(referred to as Operating Reserve in the Integrated Marketplace) are cleared through a different
mechanism. Also, resources are required to provide a single offer which will be used for all hours of the
next operating day market clearing process. Resources that clear in the Day-Ahead Market cannot
change their offers for the Real-Time Market. In addition, resources are required to submit cost-based
offer information.
In both MISO and SPP, the Day-Ahead Market is an Energy and Operating Reserve co-optimized market
that allows resources to submit offers that may vary on an hourly basis for the next operating day.
Resources that clear in the Day-Ahead Market can change their offers for the Real-Time Market.

Real-Time Balancing Market (RTBM)
The Real-Time Balancing Market is used by all regions to balance the differences between the Day-Ahead Market
clearing and Real-Time actuals. In all markets, this relies upon the status of resources identified during the DayAhead clearing and the Reliability Unit Commitment (RUC) processes. Some of its main characteristics are:
‐ Market clearing is performed on a five-minute basis for both Energy and Operating Reserve,
‐ Market clearing of resources is based on resources’ offers and short-term load forecast,
‐ Market clearing is performed by use of Security Constrained Economic Dispatch (SCED).
SPP Approach Differences:
In PJM and ISO-NE, only Energy and Spinning Reserve are cleared within the hour, and Regulation is
cleared ahead of the Operating Hour.
In MISO and SPP, the Real-Time Balancing Market is an Energy and Operating Reserve co-optimized
market within the Operating Hour.

Day-Ahead Market Must Offer Requirement
A Day-Ahead Must Offer requirement exists in all four markets. The primary purpose of this requirement is to
address two issues. First, allow sufficient capacity to be cleared in the Day-Ahead Market so that commitments
through the RUC are minimized. This is important so that the commitment decisions are made as early as
possible so that sufficient resources are available to meet the reliability needs of the system. Second, produce an
efficient outcome whose results converge with Real-Time Balancing Market results.
SPP Approach Differences:
In PJM and ISO-NE, resources with Capacity Supply Obligation (CSO) are required to participate in the
Day-Ahead Market. The Capacity Supply Obligation status of a resource is determined through the
results of a forward capacity market. In MISO, resources described as Designated Resources (DR) are
required to participate in the Day-Ahead Market.
In SPP, each Market Participant must offer sufficient resources to the Day-Ahead Market to cover their
load plus Operating Reserve obligation to the extent the resources are available. This requirement is
administered by the MMU after-the-fact using actual data.

MWG Recommendation to MOPC April 12, 2011
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Make-Whole Payment
The Make-Whole Payment feature allows Market Participants to recover the costs of resources committed and
dispatched by the RTO. This payment exists in all four markets with the following characteristics:
‐ This payment, if necessary, is intended to guarantee recovery of startup, no-load, Operating Reserve and
Energy Offer costs for resources committed by the RTO,
‐ Day-Ahead Market Make-Whole payments are funded by cleared withdrawals in the Day-Ahead Market,
‐ Real-Time Market Make-Whole payments are funded by Real-Time deviations from Day-Ahead cleared
amounts and Real-Time resource non-performance.
SPP Approach Differences:
In general, the calculation of Make-Whole Payments is the same in SPP as the other RTOs with only
some slight differences in eligibility criteria. The only noteworthy exception is that the MISO market
includes a complicated Price Volatility Make-Whole Payment (PVMWP) to address issues created by its
five-minute dispatch and hourly settlement. This is not necessary in the Marketplace design due to the
decision to conduct RTBM settlements on a five-minute basis.

Real-Time Market Settlement
The Real-Time Market Settlement feature identifies charges and payments to Market Participants based upon
actual meter data. The process is set such that differences in cleared commodity amounts between Day-Ahead
and Real-Time Markets are settled at Real-Time prices.
SPP Approach Differences:
In PJM, ISO-NE and MISO the real-time energy settlement calculation and reporting is performed on an
hourly increment (MISO calculates Operating Reserve settlement using five-minute pricing) using an
hourly average of the five-minute real-time prices.
SPP performs Real-Time settlement calculations and reporting on a five-minute increment, in complete
synchronization with Real-Time market clearing. Five-Minute settlement reflects the value established for
that interval for both resources and load. Five-Minute settlement for resources was chosen to financially
incent Market Participants to follow dispatch instructions and offer true ramp capability. This has been
addressed in other market designs through other features, for example, the Price Volatility Make-Whole
Payment (PVMWP). Five-Minute settlement for load was chosen to avoid any contribution to Revenue
Neutrality Uplift (RNU) and establish consistency with Demand Response resource payments.

Operating Reserve – Reserve Zones
Reserves zones are defined by the RTO as areas in which a minimum amount of Operating Reserve must be
procured for reliable operations. The four markets have addressed this operational concern through slightly
different instruments and mechanisms.
SPP Approach Differences:
With the elimination of the internal Reserve Zone obligation transfers approved by the MWG, the SPP
design is closest to the MISO approach. In addition, SPP has added functionality to facilitate the transfer
of Operating Reserve obligations between Market Participants within a zone.

Operating Reserve – External Reserve
The Integrated Marketplace design provides Market Participants with the capability to meet their Contingency and
Regulation Reserve obligations within a Reserve Zone from resources external to the SPP market footprint
provided that the Market Participant has the required transmission service to the SPP market footprint.
SPP Approach Differences:
The other RTOs do not allow for this type of external Contingency or Regulating Reserve treatment. The
other RTO markets require the external resource supplying the Operating Reserve be Pseudo-Tied into
their market footprint.
SPP requires Pseudo-Tied or Dynamic Scheduling for Regulating Reserve only.
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Marginal Losses
Marginal losses are included in the dispatch and settlement logic in order to improve the economic and physical
delivery of energy to load. All four RTO markets have included this feature; however, they differ in the way the
associated revenue over-collection is allocated back to Market Participants.
SPP Approach Differences:
PJM and ISO-NE perform loss revenue over-collection allocation on a load ratio share basis and
transmission service reservation basis respectively.
On the other hand, MISO and SPP have designed their loss revenue over-collection allocation
methodology on the concept of a loss pool, which more closely represents refunds in proportion to the
amount of over payment.

Co-optimization
The co-optimization feature is the process by which energy and Operating Reserve offers are simultaneously
cleared during market system dispatch. While all four RTOs have implemented this feature, the scope of the
market processes to which it applies differs.
SPP Approach Differences:
In PJM and ISO-NE, energy and non-regulation reserves are co-optimized through the Real-Time market
five-minute clearing process.
In MISO and SPP, energy and operating reserve are co-optimized in both the Day-Ahead and Real-Time
Markets.

Combined Cycle Special Handling
Combined Cycle plants are resources that can operate in several configurations. PJM, ISO-NE, MISO and SPP
all offer modeling paradigms for combined-cycles; however, they differ in how to capture the intricate relationships
between the operational configurations and select the best configuration.
SPP Approach Differences:
PJM, ISO-NE and MISO allow Market Participants to offer their combined-cycle plants in the market in
one of the following way:
‐ Single resource model: with this option, the market system sees the resource as any other single
configuration resource,
‐ Multiple resources model: the market system allows Market Participants to register or describe
multiple configurations; however, the Market Participant chooses which configuration to offer.
In SPP, a configuration based model is proposed for the modeling of combined-cycle resources, similar to
what has been recently implemented at CAISO and ERCOT. With this model, Market Participants can
submit multiple configurations and rely upon the market to select the optimal configuration.

TCRs Auctioning / ARRs Allocation
The TCR Auctioning feature allows Market Participants to hedge against system congestion. In PJM, ISO-NE,
MISO and SPP, the process consists of both an annual auction and some seasonal (monthly) ones. The ARRs
Allocation feature allows Market Participants with verified firm transmission service to self-convert their awarded
ARR into a TCR or receive a share of the TCR Auction revenues. While the feature exists in all four RTOs, the
main difference in its implementation resides in the allocation methodology.
SPP Approach Differences:
In PJM, ISO-NE and MISO, the ARR allocation methodology is based on Market Participants’ historical
peak load and historical generation output.
In SPP, the ARR allocation methodology is based on historical peak load and firm transmission
reservations.
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Jointly Owned Unit (JOU)
The Jointly Owned Unit feature allows Market Participants with different ownership shares on the same physical
resource to participate in the markets. The four RTOs allow for Market Participants to offer these resources to the
market, but with different resource offer flexibility and market handling scopes.
SPP Approach Differences:
In PJM and ISO-NE, a single resource offer is allowed for a Jointly Owned Unit. Settlement of the
resource is subsequently performed on an ownership share percentage basis.
In MISO, each ownership share may be offered as a separate resource, which is considered and may be
committed independent of the other shares.
In SPP, each ownership share may be offered as a separate resource. Each ownership share may be
committed independently if the minimum operating characteristics of the JOU are not violated. Otherwise,
commitment offer parameters are aggregated for the physical resource commitment decisions while
dispatch decisions are based on the individual energy and operating reserve offers.

Virtual Transactions
The Virtual Transactions feature provides Market Participants with the capability of hedging on price differences
between the Day-Ahead and Real-Time Markets. These financial instruments are submitted only in the DayAhead Market, also settled in the Real-Time Market and are not required to be tied to a physical resource. The
feature has been found to be designed and implemented similarly in the four RTOs.
SPP Approach Differences:
There are no differences between the SPP design and the other three RTOs regarding the allowance of
virtual transactions in the Day-Ahead Market.

Forward Capacity Market
The Forward Capacity Market feature is designed to provide another mechanism to assure long-term capacity
adequacy. Only PJM and ISO-NE currently have this feature implemented.
SPP Approach Differences:
The SPP design does not include a Forward Capacity Market. Market Participants in SPP will continue to
meet their longer term resource adequacy independently.

Summary
The MWG has reviewed RTO designs and concluded that no single existing market design could meet the full
needs of the region. The MWG has also concluded that a simple forklift of any other market design would not
significantly reduce cost.
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Section Two – MWG Response – Boston Pacific and SPP MMU Concerns
The detailed MWG review of each concern raised by Boston Pacific (December 30, 2010) and SPP Market
Monitoring Unit (MMU) (January 18, 2011) is addressed in the seven position papers. These Position Papers are
included as Appendices 1 through 7 of this report. The table below provides a list of Integrated Marketplace
design issues raised by Boston Pacific or MMU.

Market Feature/Process

Boston Pacific

MMU

Transmission Congestion Cost Management

3

3

Transmission Losses (Marginal Loss Allocation)

3

-

Virtual Bidding (Virtual Transactions)

3

-

Must Offer Requirement

3

-

Manual Dispatch

3

-

Combined Cycle Modeling

3

-

Settlements

3

-

Reserve Zones – Obligation Transfer

3*

3

-

3

Reserve Zones – Minimum Requirement Calculation
3
3*
-

Issue raised
No issue originally found. Issue raised after further review
No issue raised

Summary
All of the Boston Pacific and MMU recommendations were resolved through either modifications of the Integrated
Marketplace design or acceptance by Boston Pacific of the existing design with the exception of five-minute
settlement, the Must Offer provision and Combined Cycle enhanced special handling.

Recommendation
The MOPC recommends proceeding with implementation of the Integrated Marketplace design as accepted by
MOPC at their January 12, 2011 meeting with Combined Cycle Standard Design on March 1, 2014 and
implementation of the Combined Cycle Enhanced Design no later than March 1, 2015 and with the following
modifications:
1. Explicitly describe the process for adjusting the ARR nomination caps
2. Remove the provision allowing the Reserve Zone internal obligation transfers
3. Remove the provision allowing an operating Reserve Zone minimum to be equal to the available
Operating Reserve in a zone.

Approved:

Markets and Operations Policy Committee April 12-13, 2011
Motion passed with on opposed-KBPU
11 abstentions-Golden Spread, OMPA, Tenaska Power, Cargill Power Markets, Entergy
Services, KEPC, OPPD, Sunflower Elec, LEPA, Lafayette Utilities, Independent
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Market Working Group

March 22, 2011

MWG Motion to MOPC: The MWG recommends proceeding with implementation of the
Integrated Marketplace design as accepted by MOPC at their January 12, 2011 meeting with
the following modifications:
1. Explicitly describe the process for adjusting the ARR nomination caps
2. Remove the provision allowing the Reserve Zone internal obligation transfers
Remove the provision allowing an operating Reserve Zone minimum to be equal to the
available Operating Reserve in a zone.Passed with two abstentions from OMPA and AEP

Action Requested: Approval of the MOPC’s recommendation on the Integrated Marketplace.
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Southwest Power Pool, Inc.

Market Working Group

Executive Summary
Combined-Cycle generation has a unique challenge in unit commitment and dispatch. The
Combined-Cycle generation may be configured to produce electricity in various operational modes.
These configurations may change during the day based on the anticipated energy output and
efficiency.
All of the RTO/ISO markets support special handling of the Combined-Cycle generation. With the
exception of two markets (ERCOT and CAISO), the other RTO/ISO markets allow the Market
Participant to offer Combined-Cycle generation as a single configuration or as independent
components. In 2010, both ERCOT and CAISO implemented an enhanced special handling of
Combined-Cycle generation known as Configuration based Combined-Cycle modeling, in which
multiple operational configurations are coupled through a transition matrix and the optimal
configuration is selected by the market system. ERCOT went live with this modeling approach in
December 2010 while CAISO went live in February 2011.
Boston Pacific proposes that SPP defer the implementation of the enhanced special handling of
Combined-Cycle generation. Additionally, the SPP staff has also recommended deferral of the
enhanced special handling of Combined-Cycle generation due to the expected risk to project
delivery and resulting increased cost.
Acknowledging the risk for potential delay and increased cost due to the complexity of this feature’s
implementation, the MWG recommends going forward with the implementation of the enhanced
special handling of Combined-Cycle generation given that this type of generation capacity represents
15% - 20% of the SPP capacity and is expected to increase in the near future. Furthermore, the
MMU estimated that combined-cycle generation was on the margin 53% of the time in 2009 and on
the margin 44% of the time in 2010. Since the combined-cycle generation is on the margin a large
percentage of the time, MWG supports implementing the most sophisticated technology available in
effort to bring Market Participants the most benefit.

Definition of Issue
All of the RTO/ISO markets permit the Market Participants to submit multiple combined-cycle
configurations for use throughout the Operating Day. The enhanced special handling adds to the
economic cost calculation of the commitment and dispatch logic transition costs of moving between
the configurations, and guarantees compensation for those transition costs. This logic became part
of production systems in ERCOT (December 2010) and CAISO (February 2011). As a result of the
complexity of the special handling combined-cycle logic, there are concerns about the risk to the
implementation schedule and project cost.
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Boston Pacific Comments
Original Comments (December 2010)
CombinedCycle Modeling
a. Primer
The intended benefit is more efficient dispatch of natural gas-fired, combined-cycle
power plants, which means lower ratepayer costs. Combined-cycle power plants produce
electricity twice with the same fuel. Natural gas is supplied to a combustion turbine and
electricity is produced for the first time. Then, the exhaust gases from that combustion turbine
are used to make steam. That steam is used in a steam turbine to produce electricity a second
time. Combined-cycle power plants can have multiple configurations of combustion turbines
and steam turbines. Each configuration has different performance requirements.
Today, a combined-cycle power plant can make only a single offer to the SPP real-time
energy market. With the Integrated Marketplace proposal, a combined-cycle power plant could
submit multiple, mutually exclusive offers related to different configurations.

b. Our Recommendation
Boston Pacific recommends that this feature be deferred until other elements of the
Integrated Marketplace proposal are completed. While we agree that there could be benefits to
allowing multiple configurations to be offered, our reason for recommending deferral is that this
feature is very complex and is not included at many of the major RTOs and ISOs. And, equally
important, for the two entities in which it has been attempted – the CAISO and the Electricity
Reliability Council of Texas (ERCOT) – there have been repeated deferrals and other delays.

c. Cautions and Work Plan
Again, we recommend deferral because of the difficulties encountered elsewhere in
trying to implement this feature.
Updated Comments (March 1, 2011)
We recommended that this feature be deferred until other elements of the Integrated Marketplace
proposal are completed. While we understand that there would be benefits to a fully functioning
combined-cycle modeling feature, we believe that the risks of delays and cost overruns outweigh
these benefits. Only two other RTOs have attempted to implement combined-cycle modeling
capability, and both have faced performance issues that delayed combined-cycle modeling
implementation and increased costs. Furthermore, Staff tells us that its software vendor estimates
that implementing this feature would result in a minimum of a three month delay and a $5 million
cost overrun. We listened to MWG’s latest discussion and its vote to reject our recommendation, but
we still believe that the combined-cycle modeling feature should be deferred.

SPP MMU Comments
None
Combined Cycle
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SPP Staff Comments
SPP staff support the enhanced special handling of combined-cycle modeling but recommends that
its implementation be deferred until after market go-live.

MWG Analysis
MWG reviewed the concerns about implementing the enhanced special handling logic for combinedcycle resources. The concerns included the risk to the delivery date and cost for this logic. The
combined-cycle logic is included in the current implementation schedule. However, vendor feedback
indicates there is some amount of uncertainty and therefore schedule risk associated with this portion
of the system. Although it is impossible to pre-determine the length of any unanticipated delay, any
delay will increase project cost and reduce the net market benefits.
The MWG is concerned that without the logic, benefits from the existing combined-cycle generation
(15% - 20% of the capacity) and new combined-cycle generation will not be realized. The MMU
estimated that combined-cycle generation was on the margin 53% of the time in 2009 and on the
margin 44% of the time in 2010. The MWG believes that deferring this enhancement would result
in significant additional project costs and more importantly, significantly reduce the benefit derived
from combined-cycle operations during the delay. Therefore, the MWG believes the risk to market
implementation date is worth the anticipated benefits. However, SPP staff has an action item
requiring it to contact ERCOT and CAISO for feedback on the operational experience of the
enhanced special handling of combined-cycle modeling in the Fall of 2011.

MWG Response and Conclusion
After discussion of the issues above, the MWG believes that the centralized optimization and the
expected increase in combined-cycle construction justifies continuing with the enhanced special
modeling.

MWG Vote
The MWG motioned to accept the Boston Pacific recommendation to delay the enhanced handling
of combined-cycle modeling. The motion failed with one approving vote and one abstention.
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Executive Summary
Included in the Integrated Marketplace design is settlement of the real-time market on a five-minute,
rather than hourly basis. The RTO/ISO markets that settle on a sub-hourly basis are NY ISO,
ERCOT, CAISO and MISO (Operating Reserve only). The MWG included the five-minute
settlement in the Integrated Marketplace based on discussion of the issues experienced in other
markets, concerns with current SPP market, and the benefits of a sub-hourly settlement. The MWG
also discussed concerns the Market Participants may encounter including settlement function
complexity due to the mixing of hourly and sub-hourly settlement data, data storage requirements,
and reporting five-minute data to FERC.
Boston Pacific proposes performing real-time settlement on an hourly basis, rather than sub-hourly
in order to reduce complexity, recognizing that there are significant benefits to settling on a fiveminute basis. The SPP Market Monitoring Unit (MMU) endorses the use of sub-hourly settlement
as the added transparency will incent Market Participants to perform per instruction. In addition, the
MMU believes that a five-minute market settlement will encourage Market Participants to offer
more ramp capability in Real-Time.
Upon review of the comments from Boston Pacific, the MMU, and further discussion by the MWG
about the benefits and implications of the five-minute settlement, the MWG continues to recommend
the implementation of the Integrated Marketplace with five-minute real-time settlement.

Definition of Issue
The MWG chose the use of five-minute settlement in order to address:
1) Current market concerns about the hourly price not properly compensating Resources for
significant production swings on a five-minute basis;
2) Incenting all participants to perform per instructions and those participants offering more
ramp capability;
3) Concerns about proper compensation of Resources for switching between energy and reserve
capacity in the real-time co-optimization;
4) Uplift concerns observed in other RTOs, such as Price Volatility Make-Whole payment in
MISO, in both the creation of make-whole payments and the uplift funding.
The use of five-minute settlement also resulted in several concerns:
1) The need for all participants to store twelve times the settlement data versus an hourly
settlement;
2) Complexity in Market Participant settlement functions of reconciling the standard hourly
bilateral settlements with the five-minute market settlement data;
3) Data reported to FERC for the Electric Quarterly Report (EQR) would be a five-minute
granularity.
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Boston Pacific Comments
Original Comments (December 2010)
Settlements
a. Primer
The EIS Market is dispatched every five minutes and there is a LIP determined every five
minutes. However, the market is settled (paid for) on an hourly basis – a simple average of the
twelve, five-minute LIPs in an hour is used as the price. Those five-minute prices can vary
substantially if, for example, demand changes suddenly. Five-minute settlement would better
capture variations in prices and their effect on payments.

b. Our Recommendation
Boston Pacific recommends that five-minute settlement for the Real-Time Balancing
Market be rejected. However, because five-minute settlements creates stronger incentives to
follow dispatch than does hourly settlements, we recommend that the Board direct the Market
Working Group to look into methods to increase the incentives for participants to follow dispatch
instructions under the hourly settlements approach. These methods could include strengthening
or altering the uninstructed resource deviation provisions in the proposed Integrated Marketplace
Market Protocols.

c. Cautions and Work Plan
Five-minute settlement is not a feature in most other RTOs and ISOs in the United States
– we understand that only the NYISO does it. By definition, there is about a twelve-fold
increase in the amount of data for settlement. We do not see five-minute settlement as a vital
part of the Integrated Marketplace proposal so the added complexity is not warranted.

Updated Comments (March 1, 2011)
We recommended that the Board reject the proposal to implement five-minute settlements in the
Real-Time Balancing Market, and instead opt for hourly settlements. While we recognized the fact
that successfully implementing five-minute settlements would result in benefits, we believed that the
risks of the proposal outweigh the potential benefits.
Staff has since told us that they do not believe that five-minute settlements will add complexity to
the market design and that the benefits outweigh the perceived complexity and cost. However, our
recommendation remains unchanged. We believe that the current integrated marketplace design is
already extremely complex and substantive and that this proposal would add more complexity to the
settlements side of implementation. Five-minute settlements will result in twelve times the amount
of data, and it would also make the need for any resettlements more arduous. Finally, only one other
RTO utilizes five-minute settlements in its real-time market. While we still recommend that this
proposal should be rejected, we do believe that this is a feature, like the combined-cycle modeling,
that could be implemented further down the road after implementation of the rest of the design.
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SPP MMU Comments
Fiveminute settlement in the RealTime Balancing Market (RTBM)
The Integrated Marketplace design includes five-minute settlement in the RTBM. Five-minute
settlement matches the price for the interval with the energy produced or consumed during the same
interval.
MMU Position
The MMU strongly supports five-minute settlements in the RTBM for several reasons. An important
advantage of the five-minute settlement is that it provides a direct link between a Market
Participant’s behavior in a given interval and the costs associated with system operations in the same
interval. This is an extremely important concept because it provides a monetary incentive for Market
Participants to precisely follow their dispatch instructions. A five-minute settlement will encourage
members to submit accurate ramp rate offers, reducing concerns of ramp withholding. With an offer
curve reflecting marginal cost, and a robust and feasible ramp offer, a resource will be in the best
possible position to benefit from any market dispatch instruction. A five-minute settlement will
reduce a Market Participant’s exposure to highly volatile prices that may occur in any given hour.
Exposure to price volatility is a serious concern in the current SPP EIS Market, and five-minute
settlement can help alleviate this concern.
The efficiency gains of five-minute settlement in market dispatch are manifest, and the associated
benefits from pricing clarity and transparency more than outweigh the complexities of
implementation. Proponents of the hourly settlement method propose that the complexity of fiveminute settlement will prevent its proper implementation and place an undue burden on Market
Participants. The MMU respectfully disagrees with this position. The majority of Market
Participants that would be directly impacted by this decision have indicated that the additional
reporting requirements would not be an undue burden, and that the participants’ gains would offset
any inconvenience. The clear consensus of SPP and its Market Participants is evident: five-minute
settlement is necessary, worthwhile, and will benefit the system in myriad ways.

SPP Staff Comments
SPP staff supports five-minute settlements in the Integrated Marketplace.

MWG Analysis
The MWG thoroughly debated and discussed the five-minute real-time settlement question during
several meetings in 2010 and is in agreement with the SPP MMU recommendation as summarized
above. The MWG believes that the benefits of implementing the five-minute real-time settlement
for both Energy and Operating Reserve products outweigh the purported complexity. In fact,
although there is a larger data requirement, the majority of MWG members do not believe
implementation of five-minute settlement adds any additional complexity:
Five‐Minute Settlement
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Market Participants are not required to submit meter data on a five-minute interval basis
(although they can if they choose to). Hourly meter data can continue to be submitted
and SPP will profile that hourly data into five-minute data using five-minute SCADA or
State Estimator values;
All billing determinants calculated on a five-minute basis are available to Market
Participants for use in shadow settlement;
All five-minute values required for Market Participant FERC EQR will be provided by
SPP to the Market Participant;
SPP settlement software vendor has given no indication that inclusion of the five-minute
settlement calculations will add any complexity or cause any increased solution time
burden on the system (data storage is also not an issue).

MWG Response and Conclusion
Given the benefits described above under Definition of Issue and that concerns under Definition of
Issue have been addressed as described above, MWG continues its support for implementation of
five-minute real-time settlements.

MWG Vote
The MWG motioned to accept the Boston Pacific recommendation to replace five-minute real-time
settlement with one-hour real-time settlements and provide additional incentives for Resources to
follow dispatch instructions under a one-hour real-time settlement approach. The motion failed with
one approving vote and two abstentions.
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Executive Summary
The Integrated Marketplace design includes marginal losses as part of the dispatch logic and the
settlement. The objective of the marginal loss design is to reduce the cost of the delivered energy to
the load while capturing the impact of losses on the network. This functionality is included in the
other RTO/ISO markets. Since the rate for losses is marginal, the normal tendency is that the net
collections will be an excess. Different methodologies are used in the RTO/ISO markets for the
allocation of the net collections to Market Participants.
In order to balance economic incentives with recognition that Market Participants are paying the
fixed costs of the transmission grid, a loss pool based overcollection allocation approach was chosen
by the MWG. Improvements were also made on the methodology to address gaming issues and
other inefficiencies experienced at other RTOs. The loss pool based overcollection allocation
methodology is consistent with an approach approved by FERC.
Both Boston Pacific and the SPP Market Monitoring Unit endorse the use of marginal losses in the
dispatch solution. Boston Pacific proposes the use of a direct refund based overcollection allocation
methodology. The SPP Market Monitoring Unit proposes removing export transactions from the
overcollection allocation methodology.
The MWG recommends that the Integrated Marketplace design be implemented with the loss pool
based overcollection allocation methodology. Discussion with the SPP MMU resulted in removal of
the recommendation to remove export transactions from the allocation methodology.

Definition of Issue
Marginal losses are included in the dispatch and settlement logic of other RTO/ISO markets in order
to improve the economic and physical delivery of energy to load. By the nature of the marginal
pricing, more funds are collected than disbursed. The excess funds must be allocated to Market
Participants. The loss pool based allocation methodology was chosen and is consistent with
methodologies approved by FERC.
Boston Pacific proposes the use of a direct refund based overcollection allocation methodology.

Boston Pacific Comments
Original Comments (December 2010)
Transmission Losses
a. Primer
The intended benefit is to lower the costs of serving load by taking transmission losses
more explicitly into account when choosing which power sources to use. Everyone understands
Marginal Loss Allocation
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that some of the electricity produced at a power plant “over there” is lost as it is transmitted to
customers that use the power “over here.” So, for example, if we need 100 MWh to serve some
customers at one location and we know we will lose 4% of the power that we send from the
power plant, then we will have to actually produce about 104 MWh.
Today, we generally take account of losses by recognizing the need for the extra 4 MWh
– this is referred to as the “average loss method” in which losses are modeled as additional
customer load.
The Integrated Marketplace proposes the use of the “marginal loss method.” With this
method, we would take account of losses when we choose which power plants to use to meet
each increase in load – that is, we take account of losses from each power plant when we
“dispatch” the system. In this way we would use a generator less if its losses made it more
expensive than another source.

b. Our Recommendation
Boston Pacific’s recommendation is to approve the proposal to use the marginal loss
method except that the method for refunding over-collections would be modified as explained
below under “Cautions and Work Plan.” One of the reasons for our recommendation to use the
marginal loss method is the fact that this method is used in other RTOs and ISOs. In addition,
we believe it will lower the overall production cost of electricity. Our reason for modifying the
approach to refunding over-collections is that the proposed method may be unnecessarily
complex.

c. Cautions and Work Plan
From the perspective of an “advocate for simplicity,” this is one of the features for which
we would ask whether the complexity is worth it. That is, do the ratepayer benefits warrant the
complexity of the initial software development and the complexity of the ongoing operation?
This is one of the features for which we should advocate simplicity. The most complex
part of the marginal loss method as proposed lies in refunding the over-collection of payments
for losses. The proposal is to refund losses through a method based on “loss pools.” We
understand that, at least in part, this complex method was proposed to accommodate the FERC
opposition to direct refunds – that is, refunding to each Market Participant the exact amount of
over-collected losses for its account. We understand that FERC’s objection is that direct refunds
might blunt the incentive to minimize losses. To draw an analogy, consider the refunding of a
gasoline tax – a driver would not use less gasoline in response to a 50 cent per gallon gasoline
tax if she knew she would simply get the 50 cents back.
With electricity, however, we do not have to worry as much about blunting the incentive
because the dispatch computer will always take account of marginal losses so the effect on which
power plants are used has less to do with the method of refunding over-collected losses. Given
this, we recommend that SPP promptly approach the FERC about allowing direct refunds. Then,
presuming direct refunds are easier and less costly to implement than the loss pool approach, the
proposal would be modified.
Updated Comments (March 1, 2011)
We recommended in our report that SPP (a) discuss with FERC the possibility of allowing a “direct
refunds” approach to distributing over-collected transmission loss revenues and (b) implement a
direct refunds approach if it would be easier and less costly to implement than the loss pool
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approach. We made this recommendation because the loss pool approach is very complex and we
were under the impression that SPP and MWG arrived at its loss pool method because it wanted to
accommodate the FERC opposition to direct refunds. However, after discussions with you and,
separately, MWG, we now understand that the MWG and SPP believe that the loss pool method
actually is viewed as the simplest method possible to implement direct refunds. We were also
assured that in coming to this conclusion, the MWG and Staff looked into other direct refund
methods. This new understanding alleviates our concerns.
We also noted a few concerns in our report that result from utilizing a complex transmission loss
distribution methodology. First, we noted that it would be extremely difficult for participants to
perform shadow settlement calculations to ensure that they are receiving the correct allocation of
loss revenues. We have since been told by Staff that all of the billing determinants needed for
shadow settlement calculations will be provided to participants along with sample calculations.
Second, we noted that because of the complex method for allocating loss revenues, SPP must be
careful that the method chosen does not allow for gaming opportunities. As an example of gaming,
we noted the gaming issues that took place in PJM. MWG and Staff have since informed us that the
Market Monitor is aware of these concerns and will be vigilant in monitoring for gaming
opportunities. These accommodations alleviate our concerns.

SPP MMU Comments
Marginal Loss Method
Marginal loss pricing is a well-accepted and widely implemented methodology used to incorporate
transmission losses into energy dispatch and pricing. Transmitting energy always results in some
loss of power due to resistance of the transmission elements. These losses increase with the distance
the power travels. Given SPP’s expansive footprint - in which power may travel from Northwest
Arkansas to the Texas Panhandle, or from Nebraska to Louisiana - transmission losses affect the
efficiency of the dispatch.
To further explain the issue, consider an example in which:
- 100 MW load is located next to Generator A that produces at $31/MWh
- Generator B is located some distance away and produces at $30/MWh
Without accounting for transmission losses, dispatch will serve the load with Generator B since it
offers the cheaper price. However, due to transmission losses, this may not be the efficient choice. If
there is a transmission loss of 4 MW:
- Generator B will have to generate 104 MW to serve the 100 MW load
- Serving load from Generator B would cost $30 x 104 = $3,120
- Serving load with Generator A would cost $31 x 100 = $3,100
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MMU Position
The MMU supports pricing transmission losses at their marginal cost. The efficiency of
marginal loss methodology in energy dispatch and pricing is well documented. This method is
widely used in other RTO markets.
Marginal cost pricing of transmission losses results in the RTO over-collecting. Due to the physical
relationship between flow on the transmission line and losses, the marginal cost is approximately
double the average cost of transmission losses. When losses are priced at marginal cost, the revenue
exceeds the total cost of transmission losses. The proposed design uses a loss pool approach to
allocate excess revenue back to the load settlement locations. A loss pool approach has been
implemented at the Midwest ISO.
The MMU supports the loss pool approach for allocating over-collections. Allocating the overcollection is a delicate issue. The excess should be returned to the parties that paid the transmission
grid’s fixed costs. However, if the allocation is not far enough removed from an individual Market
Participant’s transactions, the allocation method can alter the Market Participant’s incentives and
behavior. Ideally, the Market Participant should operate under the assumption that its behavior will
not affect their allocation. In practice, this is difficult to achieve, but the loss pool approach is a valid
method.
The MMU does have one concern regarding the treatment of export transactions in the allocation.
Under the proposed design it may be possible for a Market Participant to increase its allocation
amount by scheduling exports out of the SPP footprint. The MMU recommends removing export
transactions from the allocation methodology.

SPP Staff Comments
SPP staff supports the MWG’s position on the overcollection allocation method.

MWG Analysis
The MWG discussed with the SPP MMU the concerns regarding export transactions. Export
transactions will still require acquisition of point-to-point transmission service. The transmission
service charges offset the potential benefit of the loss allocation. The SPP MMU felt that the concern
was adequately addressed without changing the loss allocation methodology.
MWG discussed the Boston Pacific concerns related to the complexity of the loss pool methodology.
Through the development of the Protocols, MWG worked diligently to develop and document an
overcollection allocation methodology that would be fair. MWG believes the current method results
in refunds that closely resemble a direct refund approach and in the simplest fashion that the group
can conceive.
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MWG Response and Conclusion
The MWG agrees with the direct refunding principles, and believes that the loss pool based
overcollection allocation approach is the simplest approach to achieving the proper overcollection
allocation. Although it may appear complex, the allocation method has been developed and
documented in the Protocols and provides an equitable distribution of revenues.

MWG Vote
MWG motioned to approve the Boston Pacific recommendation that the overcollection allocation
method should be modified. The motion failed with no approving votes and two abstentions.
MWG motioned to agree with the direct refunding philosophy and believes that the loss pool
approach is the simplest approach to achieving the proper overcollection allocation. The motion
passed with no oppositions or abstentions.
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Executive Summary
The Integrated Marketplace design includes a requirement for Resources to offer into the Day-Ahead
Market. The Day-Ahead Market is used to startup resources, hedge energy costs to load, and settle
the Transmission Congestion Rights. The Day-Ahead Market is not mandatory for load bids to buy
energy. In other RTO/ISO markets, a must offer requirement is included in the Day-Ahead Market
to ensure sufficient Resources to fairly represent the operating day conditions.
Generally, the other RTO/ISO markets tie the requirement to offer with a requirement to serve load.
MISO requires all Designated Resources to offer; PJM and ISO-NE require resources designated
through the Installed Capacity process to offer. SPP Integrated Marketplace requires Market
Participants to offer sufficient resource capacity to cover their forecasted load and reserve
requirements.
Boston Pacific recommends that a requirement to offer be applied only to Designated Resources.
The SPP Market Monitoring Unit did not reflect any concerns regarding this issue. Additionally,
Boston Pacific recommends that a capacity payment be developed to compensate non-Designated
Resources for being called on in an emergency.
The MWG discussed the consequences of expanding the must offer to Designated Resources,
including the incentive for Market Participants to regularly change between the “Designated” status
and “non-Designated” status. The MWG recommends that the Integrated Marketplace design be
implemented with the must offer requirement as proposed in the current design. The MWG also
discussed the idea of implementing a capacity payment for non-Designated Resources during times
of emergency. The MWG decided that due to the “obligation to serve” of the SPP footprint utilities
and the obligation of all Resources under emergencies, such a capacity payment is not justified.

Definition of Issue
The design of the Integrated Marketplace, and other RTO/ISO markets, supports a Day-Ahead
Market that is voluntary for load participation. Consistent with other RTO/ISO markets, Resources
that are not on outage are required to offer into both the Reliability Unit Commitment and Real-Time
Balancing Market. The Reliability Unit Commitment purpose is to commit/de-commit resources to
meet the projected load and reserves and is a backstop mechanism for the Day-Ahead Market unit
commitment decisions.
After discussion and an opinion from SPP external attorneys, the MWG proposed a design that
required each Market Participant to submit resources in the Day-Ahead Market equal to or exceeding
the Market Participant’s load and reserve obligations.
Boston Pacific recommends the must offer requirement be applied only to Designated Resources.
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Boston Pacific Comments
Original Comments (December 2010)
MustOffer Requirement and Manual Dispatch
a. Primer
The primary intended benefit of the Must-Offer Requirement is to help to assure
reliability. Today, SPP has a voluntary real-time energy market (the Energy Imbalance Service
or EIS Market), but SPP can order all resources to serve in an emergency Manual Dispatch.
Although the proposal is in flux, with the Integrated Marketplace proposal we reviewed, all
suppliers must offer into the Day-Ahead Market all of their available power plant capacity.6 If
they are selected in the Day-Ahead Market, they keep all the revenue they earn in that Market
and, if the revenues prove insufficient, the supplier may get a “make-whole payment” to cover its
total energy costs. The proposal also continues the Manual Dispatch right.

b. Our Recommendation
Boston Pacific recommends that the Must-Offer Requirement be imposed only on
Designated Resources – that is, on capacity that has been explicitly included to serve the capacity
needs of ratepayers. Designated Resource-like limitations are used widely – in markets operated
by PJM Interconnection LLC (PJM), Midwest Independent System Operator, Inc. (Midwest
ISO), ISO New England, Inc. (ISO-NE), New York Independent System Operator, Inc.
(NYISO), and California Independent System Operator Corporation (CAISO). Our presumption
is that these Designated Resources get some form of capacity payment in return for their capacity
obligation – either they are utility-owned power plants in rate base or they sell capacity under a
power purchase agreement.

c. Cautions and Work Plan
The caution concerns the fact that, in addition to the Must-Offer Requirement, SPP will
still have the right to order non-Designated Resource capacity in an emergency under Manual
Dispatch. SPP’s right to call on non-Designated Resource capacity without some form of
capacity payment may not meet FERC’s standard for “adequate fixed cost recovery.” In
addition, we are concerned that new power plant capacity will not be enticed to enter the SPP
markets “on spec” without any hope of a capacity payment if they serve a capacity need on an
emergency basis.
To address these concerns, we would suggest that an opportunity for some form of fixed
cost payment to non-Designated Resources be considered for the times in which they are called
upon in real-time. Since this is a resource adequacy issue, the Regional State Committee should
take the lead.

Updated Comments (March 1, 2011)
We recommended that the day-ahead Must Offer Requirement apply to designated network
resources (DNRs) only. Our premise was that resources should be compensated for being required
to offer into the day-ahead market, and we presumed that DNRs were provided some sort of fixed
Must Offer
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cost recovery through rate base or in their DNR contracts. We also believe that a requirement
applied to DNRs would be consistent with other RTO must-offer requirements. We disagreed with
MWG’s supported position of applying the Must Offer Requirement to a level of capacity equal to
load plus reserves because that would allow generators too much discretion in choosing which DNRs
to offer Day-Ahead. That is, we believe the optimization software’s commitment and dispatch
decisions on which DNRs to run will be lower cost than resource decisions made by individual
market participants. Therefore, we still recommend that the day-ahead Must Offer Requirement
apply to all DNRs.
We also continue to support RSC consideration of a capacity-type payment for non-DNRs that are
called upon to provide reliability services in emergency conditions, pursuant to a Manual Dispatch
instruction. Recent California ISO precedent – cited in our Report – provides clear instructions from
FERC that supports our view, but we also support such a payment to maintain the incentive for
investment by IPPs in new resources in SPP going forward. SPP staff indicated that MWG may
decide to refer this issue to the RSC, a result that we would support. Also, SPP noted that
interconnection agreements between generators and SPP may already contain terms that allow SPP
to rely on generators in emergency conditions without providing a capacity payment. We believe
that such interconnection agreements do allow SPP to call upon the generator in emergency
conditions; however, those interconnection agreements also stipulate that the generator will be
compensated for its service, and it does not appear that the interconnection agreement precludes a
capacity-type payment for reliability services in emergency conditions. 1
As a result, SPP’s proposal to refer this issue to the RSC alleviates our concern.

SPP MMU Comments
None

Wright Talisman Opinion
Original Memo with Footnotes is included in January 2011 MOPC material. Below is a high
level overview of the opinion.
FERC generally requires a day-ahead must offer proposal to be coupled with a resource adequacy
product or some other form of capacity payment. SPP’s Resource adequacy requirements (as
detailed in the SPP Criteria and Tariff) likely are not developed well enough to support a must offer
requirement. SPP would need to demonstrate that generators SPP requires to participate in the dayahead market will be compensated in some fashion.

1

See, for example, Section 11.6.1 of the SPP-KCP&L LGIA from November 18, 2010:
http://www.spp.org/publications/2010-1118_1522R1%20Kansas%20City%20Power%20&%20Light%20LGIA_ER11-2147%20.pdf.

Must Offer

4

Southwest Power Pool, Inc.

Market Working Group

It is possible FERC would approve a temporary must offer requirement in the day-ahead market if
provisions were added to the SPP Tariff requirement network customers to specify DNRS to meet
the resource adequacy requirements of the SPP Criteria. Resources that are not DNRs could not be
subject to the must offer requirement. A temporary approval would likely require SPP to commit to
develop a more clearly defined resource adequacy construct ensuring that generators are paid for
their capacity.

SPP Comments
SPP staff supports the current must offer requirement and believes it provides an adequate minimum
backstop to meet operational reliability concerns. Staff would also support a must offer requirement
for all available “Capacity Resources” as defined in the SPP Criteria.

MWG Analysis
History of MWG Discussion and Motions
The MWG originally advocated a voluntary offer in the Day-Ahead Market since it is primarily a
financial market and should provide incentives through design for suppliers to participate without
being required. Additionally, the MWG believes the majority of the time, Designated Resources
will far exceed the load of a Network Customer and should not be required to offer excess capacity.
Also, concerns were raised regarding forcing intermittent Resources to financial positions in the
Day-Ahead Market, even if those Resources are considered Designated Resources.
However, some members opposed the voluntary offer in the Day-Ahead Market due to concerns
about the possibility of insufficient Resources being committed in RUC. Insufficient commitments
in RUC may expose Market Participants to Real-Time make-whole payment and decreases price
convergence between the Day-Ahead Market and the RTBM. From an operational perspective,
RUC commitments will also be shorter lead time which may eliminate some Resources from being
able to be committed when needed due to start-up and notification. Also, the MWG recognized that
all other ISO/RTO markets have some level of a must offer requirement in the Day-Ahead market.
During a July 2010 MWG meeting, the MWG revisited the must offer language. Some members
argued a must-offer should be not required for units that rarely run or that are not regularly staffed.
Others argued the must-offer would ensure enough capacity is submitted in the Day-Ahead Market
to cover the demand bids. Some also felt that a must-offer would help alleviate time limitations
between the RUC and the start of operating day if the Day-Ahead Market was unable to clear
enough generation due to limited offers. After considerable discussion, the group rested on two
different possibilities for the must offer requirement: (1) requiring all Resources to submit an offer
or self-schedule in the Day-Ahead Market unless they are under a forced outage or an approved SPP
planned outage; or (2), requiring MPs to offer sufficient DR Resource capacity, including bilateral
transactions, to the Day-Ahead Market to cover their forecasted load and Operating Reserve
obligation. In addition, on separate but related issues, the group modified proposed language to
Must Offer
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clarify that Resources be required to include an energy offer equal to their capability (or selfschedule) and that intermittent resources be required to submit an energy offer equal to their
forecasted production level. The following lists the proposed language that was under consideration
for the must offer requirement during the meeting:
(1) Resources are required to submit an offer or self schedule in the Day-Ahead Market unless
they are under a forced outage or an approved SPP planned outage.
(2) MPs are required to offer sufficient DR Resource capacity including bilateral transactions
to the Day-Ahead Market to cover their forecasted load and Operating Reserve obligation.
(3) Resources are required to include an energy offer equal to their capability.
(i)

Alternatively the Market Participant may self schedule the output of the
resource in the Day-Ahead Market.

(4) Intermittent resources are required to submit an energy offer equal to their forecasted
production level.
(i)
The Market Participant will determine the forecasted production level.
(ii)
Alternatively the Market Participant may self schedule the output of the
resource in the DA Market.
Motion 1 (July 2010)
After considerable discussion, the MWG motioned to amend Protocols with a must offer
requirement as described in items 1, 3, and 4 of the proposed language. The motion passed with four
oppositions and three abstentions.

At the October 2010 MOPC meeting the MOPC voted to require MWG to re-examine the Must
Offer Requirement for Resources that are not Designated Resources, along with an opinion for the
SPP legal department regarding the ability to require an un-contracted Resource offer in the DayAhead Market.
In November 2010, in response to the MOPC motion, the MWG revisited the must offer language
again. The group reviewed three alternatives to the Protocol language and discussed Day Ahead
versus Real Time Must-Offer requirements. SPP Staff expressed operational concerns around
timing to ensure ability to commit units with long lead times. The group discussed requiring LSEs
to sufficiently meet daily peak load and reserve obligations in the Day Ahead Market.
Alternative 1
Must-Offer Requirement
For both the Day-Ahead Period and Operating Day Period described below, Resource Offers must
include: (i) a Start-Up Offer, a No-Load Offer and an Energy Offer Curve for Resources qualified to
provide Energy, (ii) a Regulation-Up Offer for Regulation-Up Qualified Resources and RegulationQualified Resources, (iii) a Regulation-Down Offer for Regulation-Down Qualified Resources and
Must Offer
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Regulation Qualified Resources, (iv) a Spinning Reserve Offer for Spin Qualified Resources and (v)
a Supplemental Reserve Offer for Supplemental Qualified Resources.
Day-Ahead Period
Market Participants with Designated Resources must submit DA Market Resource Offers and DA
RUC Resource Offers associated with those Resources, to the extent such Resources are available
(e.g. not on a forced outage, planned outage or an SPP approved Reserve Shutdown), and
necessary to ensure that the total of the Market Participant’s Resource Offer Maximum Economic
Capacity Operating Limits is greater than or equal to sum of that Market Participant’s Forecast
Daily Peak Load plus Daily Operating Reserve Obligation for the applicable Operating Day.
(1)

A Market Participant’s Forecast Daily Peak Load shall be equal to that Market Participant’s
load forecast in the hour coincident with the forecasted SPP system peak as developed by
SPP during the Mid-Term Load Forecasting process described under Section 4.1.2 and shall
be posted by SPP by 7:00 AM Day-Ahead.

(2)

A Market Participant’s Daily Operating Reserve Obligation shall be equal to the sum of that
Market Participant’s daily Regulation-Up obligation and daily Contingency Reserve
obligation as calculated by SPP and shall be posted by SPP by 7:00 AM Day-Ahead.

(3)

(a)

A Market Participant’s daily Regulation-Up Obligation shall be equal to that Market
Participant’s Forecast Daily Peak Load ratio share of the SPP estimated maximum
Regulation-Up requirement for that Operating Day;

(b)

A Market Participant’s daily Contingency Reserve obligation shall be equal to that
Market Participant’s Forecast Daily Peak Load ratio share of the maximum SPP
system-wide Contingency Reserve Requirement for that Operating Day.

With respect to Variable Energy Resources Designated Resources used by a Market
Participant to meet its Must-Offer Requirement, the Market Participant must provide a
reasonable estimate of their expected output and submit this output in their Resource Offers
as reflected in the Resource’s submitted Maximum Economic Capacity Operating Limit.

(4) Market Participants with Designated Resources other than Variable Energy Resources must
include in their Resource Offers the full amount of physical capacity available as reflected in
the Resource’s submitted Maximum Economic Capacity Operating Limit and Maximum
Emergency Capacity Operating Limit.
Operating Day Period
For Intra-Day RUC and RTBM, Market Participants must submit Resource Offers for all Resources
to the extent these Resources are available (e.g. not on a forced outage, planned outage, an SPP
approved Reserve Shutdown or that have not otherwise been committed for sale outside of the SPP
Must Offer
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BA). Market Participants must include in their Resource Offers the full amount of physical capacity
available as reflected in the Resource’s submitted Maximum Economic Capacity Operating Limit
and Maximum Emergency Capacity Operating Limit.
Alternative 2
4.2.1 Must-Offer Requirement
Market Participants representing resources that are SPP Designated Resources or committed to
serving load within the market footprint must submit DA Market Resource Offers and RTBM
Resource Offers for all Resources to the extent these Resources are available (e.g. not on a forced
outage, planned outage or an SPP approved Reserve Shutdown). Resource Offers must include: (i)
a Start-Up Offer, a No-Load Offer and an Energy Offer Curve for Resources qualified to provide
Energy, (ii) a Regulation-Up Offer for Regulation-Up Qualified Resources and Regulation-Qualified
Resources, (iii) a Regulation-Down Offer for Regulation-Down Qualified Resources and Regulation
Qualified Resources, (iv) a Spinning Reserve Offer for Spin Qualified Resources and (v) a
Supplemental Reserve Offer for Supplemental Qualified Resources.
(1)
Market Participants with Resources other than Variable Energy Resources must include in
their Resource Offers the full amount of physical capacity available as reflected in the Resource’s
submitted Maximum Economic Capacity Operating Limit and Maximum Emergency Capacity
Operating Limit; and
(2)
Market Participants with Variable Energy Resources must provide a reasonable estimate of
their expected output and submit this output in their Resource Offers as reflected in the Resource’s
submitted Maximum Economic Capacity Operating Limit.
Alternative 3
No change to the current market design.
Motion 2 (November 2010)
The MWG motioned to accept Must Offer Alternative 1. The motion failed with seven approving
votes and no abstentions.
Motion 3 (November 2010)
The MWG motioned to accept Must Offer Alternative 2. The motion failed with one approving vote.
Motion 4 (November 2010)
The MWG motioned to remove the must offer requirement in the Day-Ahead Market. The motion
failed with six approving votes and no abstentions.
As a result of the November motions, no changes were made to Must Offer requirement.

In December 2010, the MWG revisited the issue again. New language was proposed and members
debated the advantages, disadvantages, reliability, and financial concerns related to the must offer
requirement in the Day-Ahead Market. Some members debated the idea of a “sunset” clause
requiring the market to start with a must offer requirement but agreeing to re-evaluate it after one
Must Offer
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year after market implementation. Some members discussed requiring Designated Resources to
offer in the Day-Ahead Market.
Motion 5 (December 2010)
MWG motioned to require Market Participants to offer Resources to cover their load plus Protocols.
The motion passed with six oppositions and two abstentions.
Following the motion, members continued to discuss and work towards a possible compromise
between having no must offer requirement and having a full must offer in the design.
Motion 6 (December 2010)
MWG motioned to require Market Participants to offer Resources to cover their load plus Operating
Reserve obligations in Day-Ahead Market. The motion passed with six oppositions and two
abstentions.
As a result of motions 5 and 6, the Must Offer Requirement for the Day-Ahead Market was changed
from all available Resources to available Resource capacity equal to Market Participant daily peak
load plus Operating Reserve Obligation. The Must Offer requirement for RUC and RTBM remains
all available Resources.
The must offer requirement is primarily a business process rule, rather than a rule that results in
changes to the software systems. Enforcement of the rule after-the-fact can be through either a
specific Tariff consequence and/or FERC review of physical/financial withholding.
The benefit of requiring all resources to offer into the Day-Ahead Market is presenting the DayAhead Market with more options that are fairly representative of the operating day resources. This
would facilitate a better startup decision. The consequence of requiring all resources to offer into the
Day-Ahead Market is that not all resources have an obligation to serve load and may not be
compensated for the capacity.
Limitation of must offer to all of the Designated Resource capacity will incent parties to
undesignated capacity on a daily basis and may become unmanageable. Additionally, an all
inclusive must offer would require a combined cycle to offer the full configuration (e.g. two on one).
The MWG also discussed the Boston Pacific recommendation to implement a capacity payment for
non-Designated Resources during times of emergency and refer the issue to the RSC. Load serving
entities are required to secure sufficient system capacity to meet their capacity obligations. When
necessary, bilateral wholesale capacity agreements are made between load serving entities and other
parties to meet the capacity obligations. Therefore, additional wholesale capacity compensation
through the SPP facilitated market is not necessary. Furthermore, the current market design provides
for all resources, including non-designated resources, to be compensated for the services they
provide to SPP during both normal and emergency operations through the RUC make-whole
payment or the Out of Merit Energy (OOME) payment. The MWG believes that no additional
capacity payment is necessary and therefore, there is no need to refer this issue to the RSC.
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MWG Response and Conclusion
After considering the need to have a minimum amount of Resources offering, the MWG concluded
that the additional impact of requiring all Designated Resources to offer in the Day-Ahead Market
did not justify expanding the requirement beyond the current design. The MWG also points out that
the current design includes must offer rules for all available resources in the Reliability Unit
Commitment process and the Real-Time Balancing Market.
After discussing the issue, the MWG believes that development of a capacity payment for nondesignated resources as recommended by Boston Pacific is not necessary. As a result, referral to the
RSC is not appropriate.

MWG Vote
In February 2011, MWG motioned to accept Boston Pacific recommendation that all Designated
Resources be required to offer in the Day-Ahead Market. The motion failed with four votes to
approve and no abstentions.
MWG motioned to accept Boston Pacific’s recommendation that non-Designated Resources be
compensated for the capacity serves they provide when called upon in an emergency and the RSC
spearhead this effort. The motion failed with one approving vote and no abstentions.

Must Offer
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Executive Summary
Reserve zones are necessary to insure sufficient deliverable reserves within a transmission
constrained region. Reserve zones are in operation in other RTOs (e.g. Midwest ISO). In the
proposed implementation at SPP, two unique features were included. The two features are (1) derating the transmission grid to allow internal reserve zone transfers of reserve obligations and (2)
reducing zonal reserves requirements based on the availability of resources in the zone.
The SPP Market Monitoring Unit (MMU) recommends removal of the transfer of reserve
obligations between Reserve Zones due to inefficiencies that could result in the market. The SPP
MMU also recommends the removal of the language adjusting the Reserve Zone minimum because
of the resulting contradiction to FERC orders regarding scarcity pricing. SPP staff recommends
removal of the transfer of reserve obligations between Reserve Zones due to potential market
inefficiency.
After analysis, the MWG decided the transfer of reserve obligations between Reserve Zones should
be removed from the Integrated Marketplace due to concerns related to market inefficiency and
complexity. Additionally, the MWG decided to accept the MMU recommendation to remove the
language that restricts the operating reserve minimum to be less than or equal to the available
operating reserves in a zone.

Definition of Issue
Due to constraints on the transmission grid within the SPP region, the Operating Reliability Working
Group has included Reserve Zones in the Integrated Marketplace design. The Reserve Zones are for
the purpose of insuring sufficient deliverable Regulation, Spinning, and Supplemental Reserve is
maintained within the zones to support reliable delivery of energy.
The Market Working Group developed this design element with the intention of: (1) holding the
Load Serving Entities harmless if the generation to provide reserves is located in a different zone
than the load and (2) reducing the reserve obligations in a zone if the online generation within the
zone is less than the obligation.
The MMU recommends removal of the Reserve Zone obligation transfer due to inefficiencies in the
energy market, increased potential for gaming, and inefficiency in the TCR Market. The MMU also
recommends the removal of one of the three conditions setting the Reserve Zone minimum
requirement because of the potential conflict with FERC orders regarding scarcity pricing.

Boston Pacific Comments
Original Comments (December 2010)
None
Reserve Zones
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Updated Comments (March 1, 2011)
We were also asked by SPP Staff to look at an issue which has been raised as a concern by both SPP
Staff and the MMU. Specifically, we were asked to look at the provision in the Integrated
Marketplace that allows for the transfer of reserve zone obligations between reserve zones.
After review, we agree with SPP Staff and the MMU recommendation that the provision to allow
market participants to transfer reserve obligations between zones be eliminated. As an advocate for
simplicity, we do not see that the costs of this provision – explained below – are worth the purported
benefit, which is seemingly to protect certain market participants from reserve price differentials
between zones. We also note that no other RTO allows for this type of practice, and as we explained
in our Report, we believe SPP should stick to market design principles that are in use in other RTO
markets and that have worked well. Introducing new provisions adds unnecessary risk and
complexity to an already ambitious market design initiative.
In short, the ability to transfer reserve obligations between zones will allow a market participant with
generation in one zone and load in another to use its generation to provide reserves to that load,
regardless of the transfer capability of the ties between the zones. This is done by reducing the
amount of the available capacity on the connecting transmission line by the amount of the reserve
obligation.
This provision introduces a real concern that will likely affect market results. To be feasible, a
reserve obligation transfer must have access to adequate transmission capacity. Transmission
capacity is set aside for this purpose to facilitate a transfer, and that reduces the amount of
transmission capacity left on an interface for other market participants. This can have a number of
undesirable impacts on the market. With less transmission capacity available, the dispatch engine
may be unable to call on the cheapest resources to serve load if those resources are on the
constrained end of that transmission line. Also, the lower amount of transmission capacity available
produces a higher probability of congestion on a line, which can impact the value of the TCRs held
by market participants on that line and can impact the LMPs on either end of that line. These
impacts may at times provide market participants capable of reserve obligation transfers with
perverse incentives to make such a transfer in order to cause congestion on a particular line.
While some market participants may be concerned about reserve zone price differentials and their
impact on their ratepayers, it does not seem equitable to provide such participants with this sort of
relief when it has such a potential for negative impacts on the rest of the market participants. Also,
as we pointed out, other RTOs do not offer this capability, and so we cannot recommend this
approach as “tried and true” by other markets in the US.

SPP MMU Comments
The MMU strongly recommends removing two provisions related to reserve zones: 1) the restriction
that the reserve zone minimum to be no larger than the available reserves; and 2) the rules that allow
for the transfer of reserve zone obligations between zones.

Reserve Zones
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Restriction on the Reserve Zone Minimum
The Reserve Zone minimum is restricted to be less than or equal to the available reserves in a
Reserve Zone. From the Market Protocols:
…the Reserve Zone minimum Operating Reserve requirement is equal to the
lesser of; 1) the difference between the largest Resource MW and unused
import capability; 2) the difference between the Reserve Zone load and import
capability; or 3) the sum of available Operating Reserve Resource MW within
the zone whether the Resources are offered or not offered.
As in other RTO markets, reserve zone minimums serve as triggers for scarcity pricing. If the
available reserves in a reserve zone fall below the minimum requirement, there is a shortage of
reserves and scarcity pricing is applied. Consider the following example:
- In Reserve Zone A, the largest resource has a 500 MW capacity
- The Reserve Zone load is 800 MW
- The unused import capability is 100 MW and the sum of the available reserves is 300 MW:
Reserve Zone A

Import
Capability
(100 MW)

Load (800 MW)
Reserves
(300 MW)
Largest Gen (500 MW)

Under the proposed design:
The minimum Operating Reserve requirement is equal to the lesser of:
1) The largest Resource MW (500 MW) – Unused import capability (100 MW) = 400 MW
2) Reserve Zone load (800 MW) – Unused import capability (100 MW) = 700 MW
3) Sum of Available Operating Reserve Resource MW within the zone = 300 MW
The reserve zone minimum will be set equal to the amount of available reserves: 300 MW. The
reserves and unused import capability sum to 400 MW, not enough to cover for the loss of the 500
MW resource. Yet under the proposed protocol language, the minimum requirement does not exceed
the available reserves and this will not be considered an operating reserve shortage. Prices will not
reflect the shortage.
In its Notice of Proposed Rulemaking that preceded Order 719, FERC noted that RTO/ISO market’s
scarcity pricing rules may not produce prices that:
"accurately reflect the true value of energy [during periods of operating reserve
shortages] and, by failing to do so, may harm reliability, inhibit demand response,
Reserve Zones
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deter new entry of demand response and generation resources, and thwart
innovation." 1
FERC continued in the same NOPR:
"Without prices that reflect the true value of energy, we cannot expect the full
integration of demand response into organized markets. We therefore do not
believe that reforms in this area should be delayed until every barrier to demand
response, whether retail or wholesale, technological or regulatory, is identified
and addressed." 2
Subsequently in Order 719, FERC recommended four different approaches for applying scarcity
pricing in RTO/ISO markets and required each RTO/ISO to implement scarcity pricing and better
reflect the true value of energy during operating reserve shortages.
The MMU maintains that the restriction on the operating reserve zone minimum precludes the
appropriate application of scarcity prices and effectively negates the beneficial price signals and
efficiency gains that should be obtained through the use of reserve zones.
MMU Recommendation
The MMU recommends removing the language that restricts the operating reserve zone minimum to
be less than or equal to the available operating reserves.

Reserve Obligation Transfer Between Zones
The Internal Reserve Zone Obligation Transfer Schedules allow a Market Participant to transfer
reserve obligations to a generator that is outside of the reserve zone. This provision, which to our
knowledge is unique to SPP, could create considerable inefficiencies in the energy and the TCR
markets.
Inefficiencies arise because the obligation transfer requires some assurance that the reserves, if
called on, will be deliverable to the reserve zone where the obligation originated. If the reserves are
not deliverable, inefficiency arises in the operating reserve market because the market will no longer
reflect the physical realities of the system. To ensure that reserves are deliverable, the transmission
capacity into the reserve zone will be reduced by the amount of the obligation transfer. Thus, the
restricted transmission capacity is not available for energy imports and congestion resolution. This
reduces the effectiveness of the co-optimization of energy and reserves. This design element also
presents potential market power abuse opportunities. This provision enables a select group of
Members, those holding firm transmission rights between reserves zones, to lower the import
capacity into a particular area. A lower import capacity increases the likelihood of congestion in the
energy market and thus introduces gaming issues.

1

Wholesale Competition in Regions with Organized Electric Markets, Notice of Proposed Rulemaking, 73 FR 12,576
(March 7, 2008), FERC Stats. & Regs. 32,628 (2008), paragraph 107.
2
Id., paragraph 109.
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This design element presents another problem related to the value of transmission rights. A reserve
zone obligation transfer schedule requires the Market Participant to possess firm transmission rights
to deliver the reserves if called on. The value that accrues to the firm transmission rights holder is
obtained through the TCR Market. With the submittal of a reserve obligation transfer schedule, the
Market Participant is reserving capacity and extracting additional value for holding the firm
transmission rights.
To summarize, the MMU has very serious concerns regarding reserve zone obligation transfers
because of:
•

Inefficiencies in the energy market - Reserve zone obligation schedules will occupy
transmission capability that could be used to import energy into the constrained areas

•

Increased potential for gaming - Market participants will have the ability to lower
transmission capability that will increase the likelihood of congestion

•

Inefficiency in the TCR Market – Transfer schedules will reduce the transmission
capability on the reserve zone interfaces, causing TCRs to be under-funded

The benefit of internal reserve schedules is to hedge against differences in reserve costs between
locations. The TCR Market will allow Market Participants to hedge these risks. Differences in
reserve costs between two settlement locations should always be lower than the differences in energy
costs due to the co-optimization of energy and reserves. Allocation of TCRs into the local reserve
zone should provide protection for Market Participants seeking to hedge reserve cost differences.

SPP Comments
SPP staff supports the MWG decisions to remove the internal Reserve Zone obligations and the
removal of the reserve zone minimum language.

MWG Analysis
The MWG reviewed presentations by the SPP MMU, Operations, and Market Design staff,
including several scenarios illustrating the proposed Reserve Zone obligation transfer design. SPP
staff voiced support for eliminating the Reserve Zone obligation transfer schedules due to concerns
about the inability to facilitate the design, market inefficiencies, including the under utilization of the
transmission grid and the potential to increase congestion, as well as the potential for TCR underfunding.
Some members supported the use of Reserve Zone obligation transfer schedules to act as hedge for
Market Participants with generation and load in different zones. In the event the Operating Reserve
pricing in the zone with the load is higher than the zone with the generation, a Market Participant
may satisfy its reserve obligation but pay out more for Operating Reserve than it would be paid for
generating the Operating Reserve.

Reserve Zones
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In March 2011, a proposal was made to change the Marketplace design for zonal reserve cost
allocation by grouping the Reserve Zones into three cost zones and average the Reserve Zone
Market Clearing Prices for each zone. In addition to this idea, the MWG discussed the complexity
of internal reserve zone obligation transfers, the fact it is not used in any other RTO/ISO, and the use
of a complicated element to mitigate a perceived problem when the actual issue may occur rarely.
The MWG failed to reach a consensus on an alternative.
In response to the MMU concerns related to the reserve zone minimum language in the Protocols,
the MWG discussed the relationship between the Security Constrained Unit Commitment (SCUC)
and the Security Constrained Economic Dispatch (SCED) algorithms related to the facilitation of
Reserve Zone minimums requirements and actual Operating Reserve resources allocation. Some
members expressed concerns about establishing a Reserve Zone minimum higher than the available
Operating Reserve in the zone. Other members supported the removal of that reserve zone minimum
language out of concerns related to the potential masking of capacity shortage and/or transmission
limitation.

MWG Response and Conclusion
Given the operational challenges, implementation complexity and market inefficiency concerns, the
MWG decided to remove from the Integrated Marketplace design 1) the Reserve Zone internal
obligation transfer schedules and 2) the provision allowing an operating reserve zone minimum to be
equal to the available operating reserves in a zone. A Protocol Revision Request will be created to
modify the applicable Integrated Marketplace Protocol language.

MWG Vote
MWG motioned to approve the MMU recommendation to remove internal Reserve Zone obligation
transfers. The motion passed with three oppositions and two abstentions.
MWG motioned to accept the MMU recommendation to remove the language that restricts the
operating reserve minimum to be less than or equal to the available operating reserves in a zone.
The motion passed with three oppositions and two abstentions.

Reserve Zones
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Executive Summary
The Integrated Marketplace design allows Market Participants to participate in the Transmission
Congestion Rights process; given the applicable credit requirements have been met. A Transmission
Congestion Right is a financial instrument that entitles the holder to the difference in the congestion
components of LMP in the Day-Ahead Market at the sink and source identified on the TCR. TCRs
are intended to provide a hedge for Market Participants against congestion costs, and to facilitate the
optimal unit commitment because they incent Market Participants to participate in the Day-Ahead
Market.
Boston Pacific agrees with the Integrated Marketplace design to introduce TCRs and ARRs to
address transmission congestion costs, but also offers a few cautions. Boston Pacific requests SPP
ensure vigilant market monitoring, comply with FERC Orders 741 and 681, and requests MWG to
develop language to address load migration for ARR Nomination Caps.
MWG agrees with the Boston Pacific concerns and expects SPP to comply with FERC Orders 681
and 741. Additionally, MWG believes the SPP MMU has the necessary rules in place to ensure
appropriate Market Mitigation measures, and the MWG plans to alter the Protocol language for ARR
nomination caps to create more explicit language. As a result of discussions with the MWG and SPP
staff, Boston Pacific noted in their comments received March 1, 2011, as detailed below, that their
recommendations have been satisfied in full.

Definition of Issue
Boston Pacific requests SPP ensure vigilant market monitoring, comply with FERC Orders 741 and
681, and requests MWG to develop language to address load migration for ARR Nomination Caps.
FERC Order 681 subjects SPP to require long-term transmission rights. FERC Order 741 requires
SPP to modify its current unsecured credit requirements to comply with unsecured credit cap
requirements.

Boston Pacific Comments
Original Comments (December 30, 2011)
Transmission Congestion Cost Management
a. Primer
Today, the protection against paying for congestion is provided by scheduling (“physical transmission
rights”). As background, note that, when there is transmission congestion, the locational imbalance
prices (LIPs) include a component for congestion costs. Today, say a utility schedules the delivery of
100 MWh of power on a certain portion of the SPP transmission system. If it keeps with its schedule –
that is, it actually delivers 100 MWh in real-time – the utility does not pay the LIP so it does not pay for
Transmission CongestionCost Management
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congestion. Only to the extent that it deviates from its physical schedule does the utility pay the LIP and,
thereby, pay for congestion; for example, if it delivers 95 MWh it would pay the LIP (including the
congestion component) to buy 5 MWh.
With the Integrated Marketplace, the protection against paying for congestion is achieved through
Transmission Congestion Rights, or TCRs. Put simply, the holder of the TCR is entitled to a refund of
the congestion component of the Day-Ahead locational marginal price (LMP).
As to the higher-valued use, this reflects the fact that the Market Participants who are originally assigned
the transmission rights – that is, assigned the Auction Revenue Rights, or ARRs – can sell those rights to
others through the Annual and Monthly TCR Auctions. The thought is that the willingness to purchase
the congestion protection at a higher price may reflect higher-valued transactions. Plus, this facilitates
optimal unit commitment because it encourages Market Participants to participate in the Day-Ahead
Market since they will be protected from paying congestion regardless of whether or not their physical
resources are dispatched.

b. Our Recommendation
Boston Pacific’s recommendation is to approve the approach proposed to address transmission
congestion costs. This recommendation is based, in part, on the fact that ARRs and TCRs are not new
and have been used by several other RTOs and ISOs. In addition, (a) since it is based on historical firm
transmission use, the initial allocation should be fair, (b) the transmission rights are unlikely to be
oversold, and (c) as noted above, there are ratepayer benefits that can accrue including protection from
paying congestion costs and possible higher-valued used of the transmission system.
c. Cautions and Work Plan
Our first two cautions are driven by the fact that the ARR and TCR proposals give rise to other
requirements that SPP will have to meet. The third is driven by the fact that TCRs increase the incentive
for market power abuse. The fourth points to language that the Federal Energy Regulatory Commission
(FERC) might find gives SPP too much discretion.
The first caution concerns credit requirements for those participating in the TCR auctions. There was an
incident in another RTO that helped prompt the FERC to issue new credit requirements in Order No.
741, dated October 2010. 1 SPP will now have to comply with that Order. The second caution is that it
appears SPP will now have to address long-term transmission rights. With its Integrated Marketplace
proposal, SPP may now be considered an “organized electricity market” and, as such, will have to
comply with Order No. 681. 2
The third caution is that the addition of TCRs increases the potential payoff from a generating company
causing congestion. Recall that a generator in a congested area can benefit if congestion drives up the
LMP. Now that generator can also benefit if congestion increases the price paid for its TCRs. The action
required in response to this caution is more vigilance by the Market Monitoring Unit (MMU) going

1

Credit Reforms in Wholesale Electric Markets, Order No. 741, 133 FERC ¶ 61,060 (2010) (Order No. 741).
Long-Term Firm Transmission Rights in Organized Electric Markets, Order No. 681, FERC Stats. & Regs. ¶
31,226 (2006), reh’g denied, Order No. 681-A, 117 FERC ¶ 61,201 (2006) (collectively, Order No. 681).

2
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forward. The fourth caution is that FERC may find SPP’s proposal for adjusting the ARR nomination
cap gives SPP too much discretion. Moderate changes in language would take care of this.

Updated Comments (March 1, 2011)
In our report, we made four recommendations related to congestion costs: 1) comply with FERC
Order 681; 2) comply with FERC Order 741; 3) ensure MMU vigilance related to TCRs; and 4)
develop more specific language for adjusting the ARR nomination cap. Our understanding from the
conference call is that MWG has voted to adopt, or is already in the process of adopting, each of our
recommendations. These actions address our recommendations in full.

SPP MMU Comments
None

SPP Staff Comments
SPP staff supports the Boston Pacific recommendation and the MWG decisions related to
Transmission Congestion Cost Management.

MWG Analysis
In response to the concerns related to complying with FERC Orders 681 and 741, the MWG agrees
SPP must comply with the Orders following the Integrated Marketplace implementation. The MWG
has an action item to re-visit the subject of Long-Term Transmission Rights starting in January 2012
and consider whether changes are needed in the Marketplace. Also, SPP staff is developing credit
requirement rules, in coordination with the Credit Practices Working Group, consistent with Order
741.
In response to Boston Pacific’s concern regarding the potential for gaming, MWG believes the SPP
Market Monitoring Unit’s market mitigation measures are consistent with other RTO/ISO markets
and the Market Monitor will monitor for gaming concerns. The Market Power Mitigation and
Monitoring section of the Integrated Marketplace Protocols provides for the capping of Energy,
Start-Up, and No-Load offers. The caps will be applied when and where Market Participants
possess local market power. Mitigation Measures can also be applied to physical parameters of
resource offers. The offer caps and physical parameter mitigation measures will limit the ability of
a Market Participant to manipulate the value of TCRs through economic or physical withholding.
The MWG agrees with Boston Pacific’s recommendation to make the language under Section
5.1.3(1) of the Integrated Marketplace Protocols more explicit regarding adjustments to Nomination
Caps to account for transfers of load among Transmission Customers and will take the necessary
steps to make the change.
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MWG Response and Conclusion
MWG agrees with the Boston Pacific concerns and recommendations related to Transmission
Congestion Cost Management. SPP will comply with FERC Orders 681 and 741. The MWG has an
action item to consider Long-Term Transmission Rights beginning January 2012, and will work with
the CPWG to address credit related requirements. Additionally, MWG believes the SPP MMU has
the necessary rules in place to ensure appropriate Market Mitigation Measures. Finally, the MWG
plans to alter the Protocols to more explicitly describe the process for adjusting the ARR nomination
caps to address Boston Pacific’s concerns.

MWG Vote
MWG motioned to accept the Boston Pacific recommendation related to Transmission Congestion
Cost Management. The motion passed with no oppositions or abstentions.
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Executive Summary
The Integrated Marketplace design includes virtual transactions for offers and bids. A virtual
transaction is submitted in the Day-Ahead Market only. Since there is not any actual energy
delivered or consumed in the Real-Time Balancing Market, any virtual position taken in the DayAhead Market results in a contra-position on the operating day. Therefore, virtual transactions are
taking positions on the difference between Day-Ahead Market and Real-Time Balancing Market
prices.
Generally, the other RTO/ISO markets have implemented virtual transactions. The purpose of
virtual transactions in the Day-Ahead Market is to bring prices in the Day-Ahead Market closer to
the operating day prices. Bringing prices in the Day-Ahead Market closer to the operating day
prices allows Market Participants to better hedge the congestion costs of the operating day.
Both Boston Pacific and the SPP Market Monitoring Unit endorse the use of virtual transactions in
the Integrated Marketplace. However, Boston Pacific initially recommended that rules be developed
to limit virtual transactions, remove Transmission Congestion Rights revenues, and apply uplift costs
to virtual transactions. After discussions with MWG and SPP staff, Boston Pacific provided
additional comments indicating that their concerns have been alleviated.

Definition of Issue
The design of the Integrated Marketplace, and other RTO/ISO markets, include virtual transactions.
Consistent with other RTO/ISO markets, virtual transactions may be offered at any settlement
location and may be an offer to sell or bid to buy in the Day-Ahead Market. Because load is not
required to submit bids to buy energy in the Day-Ahead Market, and the Day Ahead market also
results in resource startup instructions, the virtual transactions help approximate the operating day
load and resource information.
Boston Pacific recommends SPP (a) develop a specific rule to “claw back” any TCR revenues
created by uneconomic virtual bidding; (b) comply with FERC’s credit requirements in Order No.
741; (c) consider additional limitations on virtual bidding that are used in other RTOs; and (d) apply
a share of Day-Ahead Market uplift costs to virtual demand only and RUC uplift costs to virtual
supply only.
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Boston Pacific Comments
Original Comments (December 2010)
Virtual Bidding
1. Primer
Virtual bids are purely financial offers to buy or sell energy in the Day-Ahead Market. A
virtual supply offer is an offer to sell a stated quantity of energy for a specified location at a
stated price in the Day-Ahead Market. A virtual demand bid is an offer to buy a stated quantity
of energy for a specified location at a stated price in the Day-Ahead Market. From a market-clearing
perspective, virtual bids are similar to physical bids in that both types of bids can “clear
the market” and can set prices. Virtual bids, however, are not linked to any physical resource
and thus do not carry with them any obligation to inject or withdraw energy. Instead, virtual bids
that clear the market are automatically reversed and liquidated in real-time.
To illustrate, consider the example of a virtual purchase of 10 MWh in the Day-Ahead
Market at an SPP pricing node. This virtual purchase in the Day-Ahead Market commits the
participant to a parallel, price-taking offer to sell 10 MWh of energy in real-time at that same
location. The Market Participant will pay the day-ahead price at that SPP pricing node for its 10
MWh purchase, then, will be paid the real-time price at that same location for its 10 MWh sale.
If the day-ahead price is lower than the real-time price, this participant will receive a net
payment at settlement. If the day-ahead price is higher than the real-time price, then the
participant will be required to pay that difference.
For example, assume the day-ahead price is $30 per MWh and the real-time price is $35
per MWh. In the Day-Ahead Market, $300 ($30 x 10 MWh) would be paid by the purchaser. In
the Real-Time Balancing Market, $350 ($35 x 10 MWh) would be paid to the seller. Thus the
Market Participant who made the 10 MWh virtual purchase would gain a net $50.

2. SPP’s Current Approach
SPP currently has just a real-time, EIS market, so it does not employ, nor have any need,
for virtual bidding.

3. SPP’s Proposed Integrated Marketplace Approach
SPP’s proposal to introduce virtual bidding to its Integrated Marketplace is similar to
virtual bidding designs in other established RTO markets. Market Participants will be able to
submit virtual bids and offers at all Settlement Locations, including trading hubs. This high level
of granularity is similar to that in PJM, ISO-NE, and CAISO. And, as in other RTOs, virtual
bids and offers are eligible to set LMPs. Further, in addition to asset-owning Market
Participants, SPP proposes to allow non-asset owning entities to participate in the virtual market.
All participants will be subject to credit requirements and postings of collateral. Market
Participants will also be subject to a transaction fee for all submitted virtual bids and offers.
SPP also proposes to subject virtual bidders to uplift costs. Specifically, virtual bidders
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will be required to share in the allocation of uplift costs related to make-whole payments in both
the Day-Ahead Market and RUC. SPP proposes to allocate a proportional share of the make-whole
uplift payments to all participants with cleared virtual bids and/or offers.
Unlike physical bids, virtual bids have no underlying cost basis. Accordingly, virtual
bids will not be eligible for SPP’s bid cost recovery provision. SPP proposes a provision that
would require the MMU to monitor for uneconomic virtual bids and offers. Specifically, the
MMU will monitor the divergence between day-ahead and real-time prices, and determine if any
particular Market Participants caused such divergence by its virtual bidding and offering activity.
SPP proposes specific thresholds for determining “excessive” divergence, which, if met, will
allow SPP to impose a three-month suspension on any virtual bidder deemed to have caused the
divergence.

4. Critique of SPP’s Proposal
a. Expected Ratepayer Benefits
We recommend that the SPP Board approve going forward with virtual bidding. Virtual
bidding should provide benefits to ratepayers, and SPP’s design, with our recommended changes
below, should protect against undesirable market outcomes. We believe that SPP’s virtual
bidding proposal can confer ratepayer benefits of two sorts: (a) risk management for load and
supply and (b) convergence between day-ahead and real-time prices.
i. Example of risk management benefits
To illustrate how virtual bidding can protect ratepayers from real-time price spikes,
consider the following example. There is a Market Participant with load to serve that is
forecasted to be 100 MWh on the following day. However, this load-serving entity is concerned
that if it’s actual, real-time demand exceeds 100 MWh, the load-serving entity (and its
ratepayers) would be subject to real-time price risk. That is, the load-serving entity is concerned
that additional real-time demand, coupled with a real-time price spike, could expose its
customers to the risk of paying high prices for power.
Virtual bidding allows that load-serving entity to protect its ratepayers from such price
spikes. To do so, the load-serving entity submits a virtual bid to buy 20 MWh of power in the
Day-Ahead Market, along with its 100 MWh physical demand bid to serve its physical load. If
the day-ahead price is $30/MWh, the load-serving entity is charged (a) $30 for 100 MWh of
physical demand, or a total of $3,000, and (b) $30 for 20 MWh of virtual demand, or $600. In
all, the load-serving entity’s net charge is $3,600 for Day-Ahead Market activities.
In real-time, assume that the load-serving entity does indeed experience greater demand
than it forecasted day-ahead, seeing 110 MWh of real-time demand. As such, the load-serving
entity is required to purchase the additional 10 MWh at whatever price clears the Real-Time
Balancing Market. Assume also that the real-time price that the load-serving entity must pay is
indeed higher than the day-ahead price, clearing at $35/MWh. The load-serving entity must pay,
therefore, $350 for the additional 10 MWh of physical demand.
However, the load-serving entity cleared a 20 MWh virtual demand bid in the Day-Ahead
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Market and it must reverse it by selling 20 MWh in real-time. This means that the load-serving
entity is paid the real-time price of $35 for its virtual 20 MWh, or $700. In all, the load-serving
entity’s net real-time position is a credit of $350. Combining the day-ahead charge of $3,600
and the real-time net credit of $350 means the load-serving entity in this example pays a total of
$3,250 to serve its load.
Had there been no virtual bidding available, the load-serving entity would have paid
more. The load-serving entity would have paid $3,000 for its day-ahead power and $350 for its
10 MWh of real-time demand, or a total of $3,350. In this single example, virtual bidding
produced $100 of savings for this load-serving entity.
In our example, the load-serving entity guessed right about its real-time load and realtime
prices – both were higher than in day-ahead. If the load-serving entity guessed wrong and
the real-time price was lower than day-ahead, it would have lost money. Surely the entity will
see a mix of results and no one can guarantee a net positive position. However, virtual bidding
could be of value even if the entity lost money on a net cash basis. The larger benefit of virtual
bidding is its role as insurance against significant price spikes. If, for example, a forced outage
had caused the real-time price to spike to $200/MWh, the load-serving entity would be fully
protected from paying the much higher price thanks to its virtual position. In this sense, virtual
bidding provides insurance against significant price spikes and this insurance benefit may be its
most important risk management effect.
ii. Price convergence benefits
For two reasons, it is generally thought that it is better for ratepayers if load-serving
entities bid in the Day-Ahead Market rather than in the Real-Time Balancing Market. The first
reason is that the optimal unit commitment is more likely to be achieved if most load is bid in the
Day-Ahead Market. The second is that the Day-Ahead Market should be less volatile so
ratepayers are better protected against swings in prices.
If Day-Ahead Market prices are persistently higher than those in real-time, load-serving
entities will have an incentive to bid load in real-time. Virtual bidding mitigates against this
because it helps day-ahead prices converge with real-time prices. In addition, virtual bidding
allows a load-serving entity to bid its full physical load day-ahead, but still attempt to gain
financial advantage when it expects prices to spike in real-time.
Note that virtual bidding has been shown to cause price convergence between day-ahead
and real-time prices in other RTO markets. In Midwest ISO’s 2007 State of the Market Report,
Midwest ISO’s independent market monitor noted that “virtual supply and demand participation
in the Day-Ahead Market to arbitrage the price differences has contributed to the good price
convergence in [Midwest ISO].”21 The 2009 State of the Market Report for PJM shows that, in
2009, day-ahead prices were almost identical on average to real-time prices, averaging just a
0.2% difference.22
b. What We Can Support
Turning to the specifics of SPP’s proposal, we believe SPP’s overall design is sound and
should deliver the purported benefits of virtual bidding to Market Participants and ratepayers.
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SPP has followed the designs of most of the other RTOs and, thus, is using a proven market
design. The proposed mechanics of SPP’s virtual bidding – cleared virtual bids and offers that
are reversed in real-time – are inherent to every virtual bidding design.
i. Granularity
SPP’s decision to allow virtual bidding at every Settlement Location will allow virtual
bidding to be as effective a tool as possible for participants. In our example of the load-serving
entity above, we assumed that the load-serving entity could submit virtual bids at the exact
location of its physical load. This allowed load to be perfectly protected for the full amount of
the load-serving entity’s virtual bid. However, if virtual bidding was only allowed in
aggregations of Settlement Locations (e.g., a zone), the settlement prices for the virtual bid and
the physical bid would likely be different, and thus would provide imperfect protection to load.
The nodal virtual bidding proposed here is employed in mature virtual bidding markets such as
PJM and ISO-NE.
ii. Financial participants
SPP’s proposal to open virtual bidding to non-asset owning entities can have benefits.
So-called “financial participants” provide additional competition in SPP’s markets that helps
achieve the benefits of virtual bidding, including insurance against real-time price spikes and
price convergence. In our load-serving entity example above, the load-serving entity’s ability to
protect its ratepayers from high real-time prices could benefit from the presence of financial
participants. Financial participants would compete to provide this “price insurance” to loadserving
entities, and through this competition, this insurance would be available at the lowest
possible cost. Financial participants also help converge day-ahead and real-time prices. They do
this by discovering predictable price patterns and competing them away, thus giving physical
participants incentive to schedule in the Day-Ahead Market.
There are risks to allowing participation in the virtual market by non-asset owning
entities. However, it is important to point out that the goals of the non-asset owning entities can
be aligned with those of their physical participant counterparts, much in the same way insurance
companies can make profits selling protection to property owners and businesses. Financial
participants can be successful in speculating on differences in day-ahead and real-time prices
while also providing load-serving entities with ratepayer protection from real-time price spikes.
Virtual bidding is not new, as it has been around in PJM since 2000, in NYISO since
2001, in ISO-NE since 2003, and in Midwest ISO since 2005. During that time, financial
participants have been participating without any incidents of sanctionable behavior by the FERC.
Midwest ISO’s independent market monitor noted in its 2007 State of the Market Report that
“virtual losses that warrant further investigation have been rare, and none have warranted a
referral to the Commission.”23 In a recent ISO-NE presentation to the CAISO on virtual bidding,
ISO-NE noted that the profit achieved by virtual bidders is typically under $100,000 per day in a
market that clears $25,000,000 worth of activity per day.24 Concerns about non-asset owner
participation should be assuaged by the experience gleaned from the operation of other RTOs.

Virtual Transactions

6

Southwest Power Pool, Inc.

Market Working Group

iii. Bid cost recovery 1
Virtual bids have no cost basis, and, thus, SPP’s proposal to not provide virtual bids and
offers with guaranteed bid cost recovery is appropriate.
c. What Concerns Us
i. Virtual bidding and TCRs
SPP’s proposal will allow all entities to be active participants in both the TCR market and
as virtual participants in the Day-Ahead Energy Market. Because of this, TCR holders may have
an incentive to use virtual bidding to cause day-ahead congestion to impact the value of their
TCRs. Specifically, higher day-ahead congestion can increase the value of some TCRs. When
executed properly, the participant loses money on its virtual bids (because the day-ahead price is
increased relative to the real-time price), but more than makes up for that loss with a gain in the
value of the TCR.
The behavior we would seek to prevent is “uneconomic” virtual bidding by a participant
that had a material impact on the value of a TCR held by that participant. SPP proposes to give
the MMU the authority to monitor for uneconomic virtual bidding and, if certain thresholds are
met, allows SPP to suspend participants from submitting virtual bids and offers for three months.
While this may be sufficient authority to prevent uneconomic bidding to impact TCR values, it
may be worthwhile to develop a specific rule in the Integrated Marketplace Market Protocols that
explicitly allows for a claw-back of revenue from this behavior.
PJM, ISO-NE, and CAISO all have this type of rule explicitly found in their tariffs. For
example, in PJM, the market monitor evaluates each participants overall benefits from its TCR
positions and virtual activity, and is allowed to recover “inappropriate benefits from the subject
activity” if the amount lost on the virtual transactions is “less than the benefit derived” by the
TCR holder. We would recommend a similar approach be considered by SPP.
ii. Credit
As we noted in the Congestion Cost Management section above, the Power Edge incident
and the 2008 credit crisis highlighted the need for sound RTO credit policy, and FERC has
responded with additional and more stringent credit requirements with which SPP will have to
comply. We just want to note here that the standards required by FERC in Order No. 741, such
as limits on unsecured credit, also will help protect ratepayers from the increase in default risk
with virtual bidding.

1

Bid Cost Recovery (BCR) is the process by which the CAISO ensures Scheduling Coordinators are able to recover Start Up Costs (SUC), Minimum
Load Costs (MLC), and Bid Costs. In order to recover SUC and MLC, a Generator, Pumped-Storage Unit, or resource-specific System Resource must
be committed by the CAISO. Bid Cost recovery for Energy and Ancillary Services Bids (A/S) apply to Generators, Pumped-Storage Unit, and system
resources scheduled or dispatched by CAISO including Self-Scheduled periods. Reference: https://bpm.caiso.com/bpm/bpm/doc/000000000000082
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iii. Bid limits
Based on the implementation in the new CAISO market design, we raise a concern here
about an unlimited number and scale of virtual bids. Put very simply, in CAISO, the software
vendor raised concerns that with unlimited virtual bidding, computer systems would not
consistently be able to come to a final market solution.25 Because of this, we suggest that SPP
should have the right to impose limits on virtual bids if, in consultation with the vendor it
chooses, such limits are found to be needed to avoid implementation problems like that in
CAISO.
Many of the other RTOs apply limitations on virtual bidding. PJM, for example, has the
ability to impose daily limits on the number of virtual bids and offers that can be submitted by
individual Market Participants, and may also limit the amount of MW of virtual bids it will
accept at certain locations to allow the Day-Ahead Market to reach a solution. Midwest ISO has
the option to impose a daily limit on total MW of virtual bids and offers, while NYISO has the
ability to limit the total virtual bids and offers at a particular location. CAISO – the most recent
RTO to introduce virtual bidding – has a transitional mechanism that limits each participant’s
total exposure at individual pricing points. SPP’s proposal to impose a per-bid transaction fee on
virtual bids may implicitly serve to limit bid volumes while also helping recover administrative
costs. However, SPP has no explicit limitations on virtual bid volumes.
iv. Uplift cost allocation
SPP proposes to allocate a portion of the uplift costs associated with make-whole
payments to virtual bidders. While some allocation of uplift costs to virtual bidders is
appropriate, we are concerned that SPP is not following cost causation in allocating uplift costs.
In the Day-Ahead Market, virtual supply offers may displace physical supply offers.
Because of this, additional physical supply may be required to be procured in the RUC process.
Virtual supply is purely financial and the RUC process will add physical resources to assure that
sufficient physical resources are online to meet demand. All of this added RUC capacity is
entitled to make-whole payments that can cause uplift. Since virtual supply offers can cause
additional RUC uplift, we agree that cleared virtual supply offers should be allocated a
proportional share of the RUC make-whole payments.
Similarly, in the Day-Ahead Market, virtual demand can increase the total amount of
physical supply that is committed in the Day-Ahead Market. This added physical supply is
entitled to Day-Ahead make-whole payments. Thus, if there is a need for any day-ahead makewhole
payments, cleared virtual demand has contributed to the need for that uplift, and should
share in the costs.
Our concern is that SPP’s proposal imposes uplift on both virtual supply and virtual
demand regardless of the source of the uplift. We recommend that SPP consider applying (a)
RUC uplift to only virtual supply and (b) day-ahead uplift only to virtual demand. We believe
that, without this distinction, SPP overcharges virtual bidders and that overcharge could serve to
raise a barrier to participation in SPP’s market by virtual bidders. The higher the barrier to entry,
the lower the amount of virtual participation, and the more limited the benefits to virtual bidding
become. FERC’s most recent Order on RTO virtual bidding confirms our stance on this issue.26
d. Recommendation
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We recommend that the Board approve the proposal to implement virtual bidding, and
that it direct SPP to (a) develop a specific rule to “claw back” any TCR revenues created by
uneconomic virtual bidding; (b) comply with FERC’s credit requirements in Order No. 741; (c)
consider additional limitations on virtual bidding that are used in other RTOs; and (d) apply a
share of Day-Ahead Market uplift costs to virtual demand only and RUC uplift costs to virtual
supply only.
Updated Comments (March 1, 2011)
We made three recommendations in our report related to virtual bidding: 1) consider a TCR
clawback rule for uneconomic virtual bidders; 2) consider limitations on bid volumes; and 3)
allocate day-ahead uplift costs to virtual demand only and RUC uplift costs to virtual supply only.
Regarding #1, SPP Staff made it clear that FERC and various RTO market monitors have
determined that there is no way to automatically clawback TCR revenues. While RTOs like PJM
and ISO-NE have clawback measures in place, they are not automatic, and require manual,
subjective determinations. Furthermore, SPP states that FERC and other RTOs are attuned to these
concerns and meet to discuss them regularly. As a result, it is SPP’s contention that clawbacks for
uneconomic bidding can appropriately be addressed only by referring such behavior to FERC for
investigation. As such, MWG is not inclined to adopt a TCR clawback rule, and will instead rely on
the MMU and FERC to adjust any ill-gotten gains from uneconomic virtual bidding and TCRs.
Regarding #2, SPP has committed to communicate with Alstom to determine if any additional
limitations on virtual bidding are necessary to avoid computational failures. We clarified to SPP that
such limits can be either the size of individual virtual bids, or the volume of virtual bids.
Regarding #3, SPP noted that it agreed with us that day-ahead uplift should be allocated to virtual
demand only, and that their current proposal reflected this. However, regarding RUC uplift, SPP
staff noted that while they agreed that our recommendation to apply RUC uplift to virtual supply
only was consistent with cost causation principles, doing so would be inconsistent with how physical
supply and demand are allocated RUC uplift costs. SPP Staff said that changing the RUC cost
allocation methodology would be more expensive than the benefits it would achieve, and thus for
practical purposes, SPP did not support our recommendation on RUC uplift. Because the current
approach to RUC uplift for virtual bids is consistent with that for physical bids, we now accept the
proposal.
All of these actions and accommodations alleviate our concerns.

SPP MMU Comments
Virtual trading in the DayAhead Market
Virtual trading allows participants to buy or sell energy between locations without taking a physical
position in the sale. In energy markets, it is most commonly used to capture revenues from persistent
price differentials between day-ahead and real time markets. This is very similar to futures trading in
other commodity markets. Before the Day-Market clears, a participant will speculate that RTBM
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prices at a particular point will be higher or lower than the Day-Ahead market results, and will
establish a position in the Day-Ahead market to reflect this determination. If the participant’s
expected price differential between the RTBM and Day-Ahead markets is realized, the Market
Participant’s position is the “winning” side of the transaction and the Market Participant will be paid
the net benefit of its position. If the price differential runs counter to the Market Participant’s
position, it is on the “losing” side and will pay into the market the net loss of its position.
MMU Position
The MMU supports virtual trading in the SPP Integrated Marketplace. Virtual trading is beneficial to
overall market operations because it:
•
•
•
•

Reduces price deviations between day-ahead and real-time
Highlights areas of market inefficiency
Enhances market power mitigation
Enhances price stability across the system

It is vital that the Integrated Marketplace have a formalized mechanism to capture all of the above
benefits via a virtual trading system. The MMU strongly advocates that virtual trading be included in
the market design.

SPP Staff Comments
SPP staff supports the current design on virtual transactions as defined in the Integrated Marketplace
Protocols.

MWG Analysis
Developing a TCR “claw back” mechanism for uneconomic virtual bidders presumes the ability to
directly relate, for each settlement interval or sets of intervals, specific action to consequences. The
nature of two different products (virtual transactions and Transmission Congestion Rights) and more
than one cause for the effect (e.g. specific resource offers, transmission outages, load bids), does not
allow for the linking of specific action to consequences by a Market Participant. This is generally
recognized by the RTO Market Monitors and FERC Office of Enforcement. The linkage of virtual
transactions and congestion right settlements is done through behavior analysis and trends are
reported to FERC. MWG expects the MMU to actively monitor Market Participants to determine
any manipulative behavior and report any findings to FERC.
The Credit Practices Working Group will be developing credit criteria related to the Integrated
Marketplace. The MWG will assist this Working Group to ensure that virtual transaction related
credit risks are addressed.
MWG agrees with the concern related to unlimited number and scale of virtual bids and offers. PJM
is in the process of implementing and ERCOT is reviewing the necessity of transactional charges for
submission of a virtual offer or bid. This has become necessary due to the huge influx of “penny”
transactions that resulted in degrading the Day-Ahead Market software’s ability to arrive at a timely
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solution. The SPP Integrated Marketplace design includes a transactional charge that the MWG
believes will discourage such behavior. Additionally, SPP staff will communicate with the vendor to
determine any additional limitations on virtual bidding are needed to avoid computational failures.
In response to Boston Pacific’s recommendation to apply RUC uplift to only virtual supply and DayAhead uplift only to virtual demand, MWG believes separating the Virtuals into demand and supply
does not accomplish a cost-causation effect because it is the net Virtuals that impact the unit
commitment decision. Virtual Demand Bids should be allocated a portion of RUC MWP costs since
they could cause RUC MWP costs to rise by depressing LMPs due to over-commitment in the DA
Market

MWG Response and Conclusion
SPP staff met with Boston Pacific at the end of February and walked through each of the virtual
bidding concerns for further understanding. After discussing the issues and explaining the MWG
and SPP staff perspective on the items, Boston Pacific provided comments on March 1, 2011
indicating all of their concerns related to virtual bidding were alleviated.

MWG Vote
As a result of Boston Pacific’s March 1, 2011 comments, the MWG determined no vote was
necessary.

Virtual Transactions
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MARKETS AND OPERATIONS POLICY COMMITTEE
Recommendation to the Board of Directors
April 12-13, 2011
TRR 041 – Order No. 741 (Credit Reform Rule) Compliance

Organizational Roster
The following persons are members of the Regional Tariff Working Group:
Dennis Reed, WR (Chair)
Charles Locke, KCPL (Vice-Chair)
Carrie Cooper, ETEC
Bill Dowling, Midwest Energy
Ron Gary, LAFA
Tom Hestermann, Sunflower
Rob Janssen, Dogwood
David Kays, OGE
Lloyd Kolb, Golden Spread
Rich Kosch, LES
Brett Leopold, ITC Great Plains

Tom Littleton, OMPA
Bernie Liu, Xcel
Paul Malone, NPPD
Adam McKinnie, MoPSC
Robert Pennybaker, AEP
Eddy Reece, Rayburn Country
Robert Shields, AECC
Bary Warren, EDE
Mitch Williams, WFEC
Heather Starnes, SPP
Katy Onnen, SPP (Secretary)

Background
On October 21, 2010, the Federal Energy Regulatory Commission (“FERC” or “Commission”) issued
Order No. 741 which amended the Commissions regulations to improve the management of risk and
subsequent use of credit in organized wholesale electric markets. Each RTO and ISO is required to
submit a compliance filing including Tariff revisions to comply with the amended regulations or to
demonstrate that its existing Tariff already satisfies the regulations. The compliance filing is due on or
before June 30, 2011 and will be effective on October 1, 2011.
Analysis
Order No. 741 includes requirements for RTOs and ISOs’ Tariff to include:
•

Limits on the amount of unsecured credit extended to market participants

•

Eliminate unsecured credit in FTR markets

•

Establish the billing period and period for payment

•

Establish minimum criteria for market participation

•

Clarify circumstance in which a market administrator may invoke a “material adverse change” or
demand additional collateral from a market participant

•

Establish a two-day limit to post additional collateral due to invocation of a “material adverse
change” clause or other provision of the RTO or ISO

SPP’s Tariff (Attachment X – Credit Policy) already complies with the first three requirements and those
required no Tariff revisions to Attachment X. The Order requires that limits on the amount of unsecured

credit extended to market participants be no more than $50M per market participant and SPP’s Credit
Policy currently limits that unsecured credit to $25M and thus no revisions were required. The Order
eliminates unsecured credit in FTR markets and since SPP does not currently have an FTR Market no
revisions are required at this time, however, the requirements of this Order are being incorporated into the
Integrated Marketplace design. The Order’s requirement to establish a billing and payment period to
more than seven days is consistent with the billing and payment periods in the EIS Market thus requiring
no Tariff revisions. Revisions to the minimum criteria were the result of coordination with the ISO/RTO
Council and are included in the attached proposed Tariff language. Revisions to comply with the Order’s
requirements to clarify the circumstances which a market administrator may invoke a “material adverse
change” and demand additional collateral from a market participant are included as revisions to the
current Attachment X language. The MOPC approved the Tariff changes from the RTWG but removed
the 5.2.1 Gross obligation language.
Recommendation
The MOPC recommends that the BOD approved the Tariff changes.

Approved:

Markets and Operations Policy Committee

April 12-13, 2011

Motion passes with 4 opposed-Dogwood
Energy, OPPD, Entergy Asset Mgmt, Board
of Public Utilities
12 abstentions-KEPC, Calpine, Entergy,
Lincoln Electric, Xcel Energy, Cleco Power,
Tenaska, OMPA, ITC Great Plains, AEP,
Golden Spread, Independent
Minority Opinions: OPPD (Language in
Section 3.1.1.6 deals with Risk Management
Capabilities. These risks are extremely
confidential within the company and only
those on the Risk Management Committee
have the full details. It is unclear from the
language what this is used for.)

Regional Tariff Working Group

March 31, 2011

Motion passes with 4 abstentions

Credit Practices Working Group
Vote was unanimous

Action Requested:

Approve Recommendation.

February 22, 2011

Revisions to Comply with Order No. 741
Tariff Attachment X
03/31/2011
Approved by RTWG
ATTACHMENT X
SOUTHWEST POWER POOL, INC. CREDIT POLICY
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ARTICLE TWO
Definitions
2.1
Definitions. The following definitions apply in this Credit Policy. Capitalized terms
used herein and not defined herein shall be given the meaning assigned to them under the Tariff.
Affiliate
A business concern, organization, or individual is an affiliate of another business concern,
organization, or individual, including a Credit Customer, that directly or indirectly: (a) has the
power to control or is controlled by it; or (b) is under common control of a third party. Elements
of control include interlocking management or ownership, shared facilities and equipment, and
common use of employees.
Affiliated Credit Customers
Credit Customers that are Affiliates.
Agreements
The Tariff, including this Credit Policy, any and all agreements entered into by the Credit
Customer under, pursuant to or in connection with the Tariff and/or this Credit Policy, and any
and all other Agreements to which SPP and the Credit Customer are parties.
Business Day
A day on which the Federal Reserve System is open for business.
Cash Deposit
Cash collateral provided to SPP to secure a Credit Customer’s performance under the Tariff, this
Credit Policy, and/or any other Agreements, and any other cash to which the Credit Customer
has title or rights in the possession of SPP (cash SPP has applied to payment of an obligation
under the Tariff or Agreements is not cash to which a Credit Customer has title or rights).
Central Prevailing Time
As established by national time standards, either Central Standard Time or Central Day-Light
Time.
Composite Credit Score or Credit Score
This term shall have the meaning given in Section 4.2.
Credit and Security Agreement
A legal document, outlining certain terms pursuant to which a security interest in certain
collateral is granted to SPP, in the form incorporated herein as Appendix “B”.
Credit Application
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The completed, executed, and submitted Credit Application in the form attached as Appendix
“A” hereto, together with the Credit Information required under this Credit Policy.

Credit Assessment
This term shall have the meaning given in Article Three.
Credit Contact
This term shall have the meaning given in Section 9.1.
Credit Customer
Any person that takes or seeks to take service under the Tariff including all Transmission Service
or other services under the Tariff, including any market services.
Credit Information
This term shall have the meaning given in Section 1.2.3.
Credit Ratings
Rating assigned by a Rating Agency based on an obligor’s creditworthiness to pay financial
obligations.
Default or Event of Default
Any default under Article Eight or otherwise under this Credit Policy.
FERC
The Federal Energy Regulatory Commission.
Financial Security
A Cash Deposit or Irrevocable Letter of Credit in amount and in forms as described in Article
Seven of this Credit Policy, provided by a Credit Customer to SPP as security.
Financial Statements
This term shall have the meaning given in Section 3.1.1.1.
Guarantor
An entity that guarantees the obligation of another entity under a Guaranty.
Guaranty
A legal document used by an Affiliate of a Credit Customer pursuant to Article Six to guarantee
the obligations of such Credit Customer for the benefit of SPP.
Irrevocable Letter of Credit
An irrevocable standby letter of credit, with SPP as beneficiary, substantially in the form
attached as Appendix “C” to this Credit Policy and reasonably acceptable to SPP.
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Large Company Credit Customers or Large Company
This term shall have the meaning given in Section 4.2.1.

Market Exposure
This term has the meaning given in Section 5.2.1.
Material
The lesser of (i) the materiality standard established by the certified public accounting firm
performing the Credit Customer’s annual audit, (ii) an amount that equals or exceeds
five percent (5%) of the Credit Customer’s Tangible Net Worth using the last audited financial
statements, calculated in accordance with generally acceptable accounting principles; and (iii) a
change, event, proceeding, or other occurrence, that results (or if adversely determined could
result) in a change of five percent (5%) or more in the Credit Customer’s Tangible Net Worth
compared to the Tangible Net Worth of the Credit Customer using the last audited financial
statements, calculated in accordance with generally acceptable accounting principles.
Material Adverse Change
This term shall have the meaning given in Section 3.2.7.
Not-For Profit Credit Customers or Not-For-Profit
This term shall have the meaning given in Section 4.2.3.
Peak Market Activity Day
The day in which a Credit Customer’s calculated charges owed to SPP are the greatest, over a
specified period.
Potential Exposure Window
The number of days of credit exposure for a Credit Customer equal to the sum of days of service
that have been invoiced but not paid, days of service that have been calculated but not invoiced,
days of service in the cure period, and days before service can be terminated.
Qualitative Score
This term has the meanings applicable under Article Four.
Quantitative Score
This term has the meanings applicable under Article Four.
Rating Agency(ies)
Any Rating Agency that is a “Nationally Recognized Statistical Rating Organizations” as defined
by the US Securities Exchange Commission. Currently there are four — Dominion Bond Rating
Service Ltd., Fitch, Inc., Moody's Investors Service, and the Standard & Poor's Division of the
McGraw Hill Companies Inc.
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SEC
The Securities and Exchange Commission.
Small Company Credit Customers or Small Company
This term shall have the meaning given in Section 4.2.2.
Tangible Net Worth
This term shall have the meaning given in Section 4.3.
Total Credit Limit
This term shall have the meaning given in Section 4.5.
Total Potential Exposure or TPE
SPP’s estimate of the Credit Customer’s current or anticipated transaction activity and resulting
obligations for all services under the Tariff or otherwise.
Total Potential Exposure Violation
This term shall have the meaning given in Section 5.4.1.
Transmission Service Potential Exposure
This term shall have the meaning give in Section 5.2.2.
Unsecured Credit Allowance
This term shall have the meaning given in Section 4.3.
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ARTICLE THREE
Credit Assessment
3.1

Minimum Criteria for Market Participation and Initial Credit Assessment.
3.1.1

Credit Application and Credit Information. A Credit Customer must submit a
completed and duly executed Credit Application.
A completed Credit
Application includes submission of the Credit Application form (Appendix “A”),
all information required under Section 3.1.1, and additional information that SPP
may request. The Credit Customer must submit the following information with
its Credit Application.
3.1.1.1

Audited Financial Statements and Related Information. All
annual Financial Statements submitted must be audited. Financial
Statements are the following.
a.

If the Credit Customer is subject to SEC reporting
requirements, Financial Statements are:
i.

b.

Annual Reports on Form 10-K for the three fiscal
years most recently ended, together with any
amendments thereto;
ii.
Quarterly Reports on Form 10-Q for each
completed fiscal quarter of the then current fiscal
year, together with any amendments thereto; and
iii.
Form 8-K reports, if any, filed after the most recent
Form 10-K.
If the Credit Customer is not subject to SEC reporting
requirements, Financial Statements are:
i.

ii.

iii.
iv.

For each of the three fiscal years most recently
ended, the Report of Independent Accountants (for
each of the three fiscal years most recently ended);
and audited financial statements, including balance
sheet, income statement, statement of cash flow,
and statement of stockholder’s equity;
For each completed fiscal quarter of the then current
fiscal year; financial statements as described in (i)
above. Unaudited quarterly financial statements are
acceptable.
Notes to financial statements; and
Management’s discussion and analysis, if any.
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c.

The Credit Customer may submit Financial Statements by
informing SPP, in writing, where the Financial Statements
can be retrieved through the Internet. Successful retrieval
by SPP will satisfy the Financial Statements submission
requirements of this Section. If SPP is not satisfied with
the retrieval through the Internet, it may require the Credit
Customer to submit Financial Statements in hard copy
form.

d.

In the event any parts of the Financial Statements required
under this Section are inapplicable to the Credit Customer,
SPP may specify alternate requirements. SPP may request
additional Financial Statements and related information at
its sole discretion.

e.

For Not-For-Profit Credit Customers, some of the above
financial submittals may not be applicable, and alternate
requirements may be specified by SPP.

f.

In the credit evaluation of Not-For-Profit Credit Customers,
SPP may request additional information as part of the
overall financial review process and will consider other
relevant factors in determining financial strength and
creditworthiness.

3.1.1.2

References. The Credit Customer must provide at least one bank
reference and at least three references from entities that have
significant commercial relationships with the Credit Customer.

3.1.1.3

Loss Contingencies. The Credit Customer must fully and
accurately identify and describe each of the following, or state that
there are no such matters applicable to the Credit Customer:
a.

known pending or, to the Credit Customer’s knowledge,
threatened, court actions, arbitration proceeding,
investigations, commitments, claims, contingencies, or
existing or potential liabilities that are or would be Material
if determined adversely to the Credit Customer;

b.

ongoing investigations by the SEC, the FERC, or of any
other governing, regulatory, or standards body that is
Material or would be Material if determined adversely to
the Credit Customer;

Page 7

Revisions to Comply with Order No. 741
Tariff Attachment X
03/31/2011
Approved by RTWG

c.

prior bankruptcy declarations or petitions, voluntary or
involuntary, by or against the Credit Customer, its
predecessors, subsidiaries or Affiliates; and

d.

Material defalcations or fraud by or involving the Credit
Customer, its predecessors, subsidiaries or Affiliates, or
any of their respective assets.

3.1.1.4

Affiliates. The Credit Customer must identify all Affiliates that
are Credit Customers.

3.1.1.5

Total Potential Exposure Information. The Credit Customer
shall provide an estimate of its current or anticipated transaction
activity for all services under the Tariff or otherwise over the
succeeding twelve months, sufficient to permit SPP to determine
the Credit Customer’s Total Potential Exposure.

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
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applying Market Participant, the applying Market Participant shall
be declined participation in all SPP markets.
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.

3.1.1.8

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.
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3.1.2

Rating Agency Information. In the initial Credit Assessment and in subsequent
and ongoing assessments, SPP will consider Rating Agency reports applicable to
the Credit Customer. This review will be focused on the Credit Customer’s
unsecured, senior long-term debt ratings. If these ratings are not available, SPP
will consider issuer ratings.

3.1.3

Power Supply Agent Disclosure Requirements. A Not-For-Profit Credit
Customer may request that its suggested Unsecured Credit Allowance calculation
reflect as equity the outstanding balance of revenue bonds issued by the Not-ForProfit Credit Customer when such revenue bonds are issued solely in support of
the Not-For-Profit Credit Customer’s role as power supply agent for not-for-profit
electric distribution utilities. In support of such request, the Not-For-Profit Credit
Customer must provide SPP with the following information:
(a)

Management representation letter stating:
(i)
Principal amount, in dollars, of revenue bonds outstanding;
(ii)
Prior to default and after default, debt service on the revenue bonds
is payable only after operating expenses are paid;
(iii) Amounts payable to SPP under this Tariff are operating expenses
for purposes of the revenue bonds; and
(iv)
The trustee for the revenue bonds has a valid and binding security
interest in the revenues or net revenues from the power supply
contracts to secure payment of the revenue bonds and the Not-ForProfit Customer has not granted any lien thereon prior to the lien of
the bond resolution.

(b)

Opinion of counsel stating:
(i)
The power supply contracts are binding obligations of the Not-ForProfit Credit Customer enforceable in accordance with their terms;
(ii)
The trustee of the revenue bonds has a valid and binding security
interest in, or assignment and pledge of, the revenues or net
revenues from the power supply contracts to secure payment of the
revenue bonds;
(iii) The resolution or other document creating the security interest or
pledge and providing for the priority of payment is enforceable in
accordance with its terms;
(iv)
Prior to default and after default, debt service on the revenue bonds
is payable only after operating expenses are paid; and
(v)
Amounts payable to SPP for transmission and energy services
under this Tariff are operating expenses for purposes of the
revenue bonds.
All Rating Agency ratings on revenue bond(s).

(c)
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The opinion of counsel referenced above shall be provided to SPP together with
copies of the most recent written opinions of counsel, if any, for each member of
the Not-For-Profit Credit Customer that relate to the enforceability of the power
supply contract(s).
3.1.4

3.2.

Guaranties. If the Credit Customer proposes a Guaranty to establish, contribute
to, or maintain an Unsecured Credit Allowance, Credit Information required
under Section 3.1.1 must be submitted with respect to both the Credit Customer
and the proposed Guarantor.

Annual and Other Ongoing Credit Assessments.
3.2.1

Purpose of Annual and Other Ongoing Credit Assessments. At least once
annually, SPP will review and update its Credit Assessment for each Credit
Customer. This will include a review of the Credit Customer’s creditworthiness
and consideration of revisions of the Credit Customer’s (a) Unsecured Credit
Allowance; (b) Financial Security requirements; and (c) Total Credit Limit. In its
sole discretion, SPP may conduct additional reviews and updates, including
reviews in response to new facts or occurrences that may bear upon the Credit
Customer’s creditworthiness. Unless otherwise stated, all annual information
required under Section 3.2 shall be provided to SPP no later than 120 days after
the end of the Credit Customer’s fiscal year.

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
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.
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3.2.3

Rating Agency Information. The Credit Customer will give notice to SPP of
any changes to its Credit Ratings within five (5) Business Days of the
announcement of the change.

3.2.4

Financial Statements. On an annual basis, and except as otherwise stated with
respect to quarterly reports, each Credit Customer must provide SPP with updated
Financial Statements within ten (10) days after they become available, and in no
event later than 120 days after the end of the Credit Customer’s fiscal year.
Quarterly reports must be provided quarterly, within ten (10) days after they
become available. Financial Statements may be submitted in the manner provided
under Section 3.1.1.1.

3.2.5

Power Supply Agent Disclosure Requirements. A Not-For-Profit Credit
Customer that initially qualified to have its suggested Unsecured Credit
Allowance calculation reflect as equity the outstanding balance of revenue bonds
issued by the Not-For-Profit Credit Customer, and is requesting to continue to
have its suggested Unsecured Credit Allowance calculation reflect as equity the
outstanding balance of revenue bonds issued by the Not-For-Profit Credit
Customer when such revenue bonds are issued solely in support of the Not-ForProfit Credit Customer’s role as power supply agent for not-for-profit electric
distribution utilities, must at all times comply with the following information
reporting requirements:

3.2.6

(a)

The Not-For-Profit Credit Customer must advise SPP of the principal
amount of revenue bonds outstanding on an annual basis;

(b)

The Not-For-Profit Credit Customer must advise SPP within ten (10) days
if the principal amount of the revenue bonds outstanding is reduced by
more than twenty percent (20%) from the amount last certified by the NotFor-Profit Credit Customer;

(c)

The Not-For-Profit Credit Customer must advise SPP immediately if the
security interest of the trustee is released or the Not-For-Profit Credit
Customer grants any lien prior to the lien of the bond resolution; and

(d)

The Not-For-Profit Credit Customer must advise SPP within ten (10) days
of any downgrade of any of the Not-For-Profit Credit Customer’s revenue
bond ratings issued by a Rating Agency.

Other Credit Information. On an annual basis, each Credit Customer must
provide SPP with the information specified in Section 3.1.1.3 (Loss
Contingencies), 3.1.1.4 (Affiliates), 3.1.1.6 (Additional Information).
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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;

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;
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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 3.1.1.8.

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.
3.2.8 Affiliates. Each Credit Customer must identify all Affiliates that are Credit
Customers.
3.2.9

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.

3.2.10 Guaranties. If the Credit Customer relies upon a Guaranty to maintain an
Unsecured Credit Allowance, Credit Information required under Section 3.2 must
be submitted with respect to both the Credit Customer and the Guarantor.
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3.2.11 Alternate Requirements. For Not-For-Profit Credit Customers, some of the
above financial submittals may not be applicable, and alternate requirements may
be specified by SPP.
3.2.12 In the credit evaluation of Not-For-Profit Credit Customers, SPP may request
additional information as part of the overall financial review process and will
consider other relevant factors in determining financial strength and
creditworthiness.
3.3

SPP Rights to Use Other Information. Notwithstanding any provision of this Credit
Policy, SPP shall have the right to utilize, in a Credit Assessment, any information of
which it is aware concerning the Credit Customer.
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ARTICLE FOUR
Creditworthiness and Total Credit Limit
4.1

Creditworthiness Overview. SPP will establish a Total Potential Exposure for each
Credit Customer based on the Credit Customer’s estimated cumulative financial
obligation arising under the Tariff or otherwise to SPP, as provided in Article 5. The
Total Potential Exposure is the amount that the Credit Customer must support with credit.
The credit will consist of a combination of the Unsecured Credit Allowance and
Financial Security, or either of them. SPP will determine the Credit Customer’s
Unsecured Credit Allowance based upon the Composite Credit Score. The Composite
Credit Score, as defined herein, is a determination of financial strength and
creditworthiness, based upon the Credit Assessment. Where Credit Customers are
Affiliates of each other, an aggregate Unsecured Credit Allowance will be established for
the Affiliates, as provided below. Financial Security is an Irrevocable Letter of Credit or
other collateral in accordance with this Credit Policy. If the Credit Customer’s
Unsecured Credit Allowance is less than its Total Potential Exposure, the Credit
Customer will be required either to establish additional credit in the amount of the
difference by posting Financial Security or to decrease its Total Potential Exposure. A
Credit Customer’s total credit with SPP, consisting of the Unsecured Credit Allowance
and any Financial Security, is the Credit Customer’s Total Credit Limit. A Credit
Customer may provide additional Financial Security at any time to increase or maintain
its Total Credit Limit, for example, in order to increase its Total Potential Exposure or to
compensate for a reduction in its Unsecured Credit Allowance.

4.2

Composite Credit Score. The “Composite Credit Score” is the numerical result of
SPP’s scoring process based upon various quantitative and qualitative predictors of
creditworthiness as set forth in this Section. The results are scaled from one (1) to six (6)
with one (1) being the strongest score and six (6) being the weakest. Key factors in the
scoring process include financial ratios, years in business, and Credit Ratings. SPP will
apply all measures used to determine Composite Credit Scores in a consistent manner.
The respective models SPP will use to determine the Composite Credit Score for Large
Company Credit Customers, Small Company Credit Customers, and Not-For-Profit
Credit Customers are set forth in this Section.
4.2.1

Large Company Credit Scoring. The Large Company Credit Customer model
will be utilized for Credit Customers with net fixed assets equal to or in excess of
$250 million (“Large Company Credit Customers” or “Large Company”). The
Large Company Credit Score will be comprised of a Quantitative Score and a
Qualitative Score. Each score is then weighted as shown below to build a
Composite Credit Score.
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Large Company Analysis
Quantitative Score
Qualitative Score
4.2.1.1

Weight
70%
30%

Quantitative Score. The Quantitative Score is based on the
financial ratios below. These measures will be calculated for each
Large-Company Credit Customer and compared with benchmarks
to assign a score of one (1) to six (6) for each measure. A score of
one (1) indicates that the Credit Customer has a strong financial
health with regard to the measure, while a score of six (6) indicates
poor financial health with regard to the measure. The following
measures are used:
a.

Current Ratio—Current Assets/Current Liabilities

b.

EBIT Interest Coverage—(Interest Expense + Income
Taxes + Net Income) / Interest Expense

c.

Total Debt to Total Capitalization (“TD/TC”)—(Long
Term Debt + Current Portion + Other Short Term
Borrowings) / (Total Debt + Preferred Equity + Common
Equity)

d.

Funds from Operations (“FFO”) to Total Debt—(Cash
from Operating Activities - Changes in Operating Assets
and Liabilities) / (Long Term Debt + Current Portion +
Other Short Term Borrowings)

The measures are then assessed as follows to calculate the total
Quantitative Score:
Scale
Current
EBIT Interest TD/TC
FFO to Total Debt
1 >1.34
>4.99
<.30
>.350
2 1.15 – 1.34
3.50 – 4.99
.30 - .39
.271 - .350
3 1.00 – 1.14
2.50 – 3.49
.40 - .49
.181 - .270
4 0.85 – 0.99
2.00 – 2.49
.50 - .59
.120 - .180
5 0.70 – 0.84
1.25 – 1.99
.60 - .69
.070 - .119
6 <0.70
<1.25
>.69
<.070

The measures are weighted as follows:
Large Company Financial Ratios
Current Ratio
EBIT Interest Coverage
Total Debt to Total Capitalization

Weight
10%
25%
25%
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FFO to Total Debt

40%
100%

If one or more ratios cannot be calculated due to insufficient data
to calculate the ratio, the weight that would have been assigned to
that ratio or ratios will be allocated equally among the remaining
ratios.
4.2.1.2

Qualitative Score. The Qualitative Score, also on a scale of one
(1) to six (6), will assess non-financial measure information about
a Credit Customer’s creditworthiness. A score of one (1) indicates
that the Credit Customer has strong qualitative measures, while a
score of six (6) indicates poor qualitative measures. The
qualitative analysis will take into account a variety of information,
but at a minimum will include the assessment of the following
characteristics:
-Management
-Regional / Commodity Diversity
-Physical Liquidity
-Financial Liquidity
-Quality of Equity
-Volatility of Earnings
-Regulation/Rates
-Senior Unsecured Debt Rating
-SPP Payment Record
-Risk Procedures

4.2.1.3

Composite Credit Score. The Composite Credit Score is the
weighted average of the Quantitative Score and the Qualitative
Score. To illustrate, assume the following:
Large Company Qualitative Score = 4.0
Large Company Financial Measures:

Current Ratio
EBIT Interest Coverage
Total Debt to Total Capitalization
FFO to Total Debt

Value
.82
2.08
.63
.17

Score
5
4
5
4

Weight
10%
25%
25%
40%

Large Company Quantitative Score =
(5 x 10%) + (4 x 25%) + (5 x 25%) + (4 x 40%) = 4.35
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Large Company Credit Score = (4.35 x 70%) + (4 x 30%) = 4.25
4.2.2

Small Company Credit Scoring. The Small Company model will be utilized for
Credit Customers with net fixed assets less than $250 million (“Small Company
Credit Customers” or “Small Company”). The Small Company Composite Credit
Score will be comprised of a Quantitative Score and a Qualitative Score. Each
score is then weighted as shown below to build a Composite Credit Score.
Small Company Analysis
Quantitative Score
Qualitative Score
4.2.2.1

Weight
70%
30%

Quantitative Score. The Quantitative Score is based on the
financial ratios below. These measures will be calculated for each
Small Company Credit Customer and compared with benchmarks
to assign a score of one (1) to six (6) for each measure. A score of
one (1) indicates that the Credit Customer has a strong financial
health with regard to the measure, while a score of six (6) indicates
poor financial health with regard to the measure. The following
measures are used:
a.

Current Ratio—Current Assets/Current Liabilities

b.

EBIT Interest Coverage—(Interest Expense + Income
Taxes + Net Income) / Interest Expense

c.

Total Liabilities to Total Net Worth (“TL/TNW”)—(Total
Liabilities) / (Total Equity-Intangibles-Treasury Stock)

d.

Funds from Operations (“FFO”) to Total Debt—(Cash
from Operating Activities - Changes in Operating Assets
and Liabilities) / (Long Term Debt + Current Portion +
Other Short Term Borrowings)

e.

Return on Assets (“ROA”)—Net Income / Total Assets

The values are then assessed as follows to calculate the total
Quantitative Score:
Scale Current
1
2
3
4

>2.50
1.75 – 2.50
1.40 – 1.74
1.15 – 1.39

EBIT Interest TL/TNW
>4.99
3.50 – 4.99
2.50 – 3.49
2.00 – 2.49

<0.40
0.40 - 0.70
0.71 – 1.49
1.50 – 2.25

FFO to Total Debt
>.350
.271-.350
.181 - .270
.120 - .18

ROA
>.120
.100 - .120
.075 - .099
.045 - .074
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5
6

1.00 – 1.14
<1.00

1.25 – 1.99
<1.25

2.26 – 4.00
>4.00

.070 - .119
<.070

.015 - .044
<.015

The measures are weighted as follows:
Small Company Financial Ratios
Current Ratio
EBIT Interest Coverage
Total Liabilities / Total Net Worth
FFO to Total Debt
ROA

Weight
25%
10%
25%
15%
25%
100%

If one or more ratios cannot be calculated due to insufficient data
to calculate the ratio, the weight that would have been assigned to
that ratio or ratios will be allocated equally among the remaining
ratios.
4.2.2.2

Qualitative Score. The Qualitative Score, also on a scale of one
(1) to six (6), will assess non-financial measure information about
a Credit Customer’s creditworthiness. A score of one (1) indicates
that the Credit Customer has strong qualitative measures, while a
score of six (6) indicates poor qualitative measures. The
qualitative analysis will take into account a variety of information,
but at a minimum will include the assessment of the following
characteristics:
-Management
-Regional / Commodity Diversity
-Physical Liquidity
-Financial Liquidity
-Quality of Equity
-Volatility of Earnings
-Regulation/Rates
-Peer Comparison using SIC codes
-Senior Unsecured Debt Rating
-SPP Payment Record

4.2.2.3

Composite Credit Score. The Composite Credit Score is the
weighted average of the Quantitative Score and the Qualitative
Score. To illustrate, assume the following:
Small Company Qualitative Score = 4
Small Company Financial Measures:
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Current Ratio
EBIT Interest Coverage
Total Liabilities / Total Net Worth
FFO to Total Debt
ROA

Value
1.10
1855.00
2.47
0.03
0.02

Score
5
1
5
6
5

Weight
25%
10%
25%
15%
25%

Small Company Quantitative Score =
(5 x 25%) + (1 x 10%) + (5 x 25%) + (6 x 15%) + (5 x 25%) = 4.75
Small Company Credit Score =
(4.75 x 70%) + (4 x 30%) = 4.53
4.2.3

Not-For-Profit Credit Scoring. The Not-For-Profit model will be utilized for
Credit Customers who are not structured to generate profits for investors (“NotFor-Profit Credit Customers” or “Not-For-Profit”), including electric
cooperatives, municipalities, and government agencies. The Not-For-Profit
Composite Credit Score will be comprised of a Quantitative Score and a
Qualitative Score. The lower of the Composite Credit Score calculated using two
alternative weights for the Quantitative Score and the Qualitative Score as shown
below shall be used in determining the allocation of the Not-For-Profit Credit
Customer’s Unsecured Credit Allowance.

Not For Profit Credit Customer Analysis
Alternative 1
40%
60%

Quantitative Score
Qualitative Score
4.2.3.1

Weight
Alternative 2
50%
50%

Quantitative Score. The Quantitative Score is based on the
financial ratios below. These measures will be calculated for each
Not-For-Profit Credit Customer and compared with benchmarks to
assign a score of one (1) to six (6) for each measure. A score of
one (1) indicates that the Credit Customer has a strong financial
health with regard to the measure, while a score of six (6) indicates
poor financial health with regard to the measure. The following
measures, or their substantive equivalents for not-for-profit
entities, are used:
a.

Current Ratio (“CR”)—Current Assets / Current Liabilities

b.

Debt Service Coverage (“DSC”)—(Operating Income +
Interest Expense + Depreciation + Interest Income + Cash
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Portion of Capital Credits - Onetime Charges)/(Interest
Expense + Debt Amortization)
c.

Times Interest Earned Ratio (“TIER”)—(Interest Expense
+ Patronage Capital or Margins or Changes in Net Assets) /
(Interest Expense)

d.

Total Debt to Total Capitalization (“TD/TC”)—(Long
Term Debt + Current Portion + Other Short Term
Borrowings) / (Total Debt + Preferred Equity + Common
Equity). Members’ Equity could also be called Net Assets
or Patronage Capital.

The values are then assessed as follows to calculate the total
Quantitative Score:
Not-For-Profit Credit Customer Model Ratio Scales
Scale
1
2
3
4
5
6

CR
>1.34
1.15 – 1.34
1.00 – 1.14
0.85 – 0.99
0.70 – 0.84
<0.70

DSC
>1.99
1.50 – 1.99
1.00 – 1.49
0.80 – 0.99
0.60 – 0.79
<0.60

TIER
>2.00
1.50 – 2.00
1.00 – 1.49
0.80 – 0.99
0.50 – 0.79
<0.50

TD/TC
<.50
.51 - .74
.75 - .85
.86 - .93
.94 - .99
>.99

The measures are weighted as follows:
Not-For-Profit Credit Customer Financial RatiosWeight
Current Ratio
15%
Debt Service Coverage
35%
Times Interest Earned Ratio
20%
Total Debt / Total Capitalization
30%
100%
If one or more ratios cannot be calculated due to insufficient data to
calculate the ratio, the weight that would have been assigned to that ratio
or ratios will be allocated equally among the remaining ratios.
4.2.3.2

Qualitative Score. The Qualitative Score, also on a scale of one
(1) to six (6), will assess non-financial measure information about
a Credit Customer’s creditworthiness. A score of one (1) indicates
that the Credit Customer has strong qualitative measures, while a
score of six (6) indicates poor qualitative measures. The
qualitative analysis will take into account a variety of information,
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but at a minimum will include the assessment of the following
characteristics:
-Regulation/Rates
-Terms of wholesale power contracts
-Customer count served
-Power supply portfolio (e.g., contracts, assets, etc)
-Management
-Ability to access short-term capital
-Senior Unsecured Debt Rating
-SPP Payment Record
4.2.3.3

Composite Credit Score. The Composite Credit Score is the
weighted average of the Quantitative Score and the Qualitative
Score. To illustrate, assume the following:
Not-For-Profit Qualitative Score = 2
Not-For-Profit Financial Measures:

Current Ratio
Debt Service Coverage
Times Interest Earned Ratio
Total Debt / Total Capitalization

Value
1.42
1.17
0.73
1.50

Score
1
3
5
6

Weight
15%
35%
20%
30%

Not-For-Profit Quantitative Score =
(1 x 15%) + (3 x 35%) + (5 x 20%) + (6 x 30%) = 4.00
Not-For-Profit Credit Score =
(4.00 x 40%) + (2.0 x 60%) = 2.80 using Alternative 1, or;
(4.00 x 50%) + (2.0 x 50%) = 3.00 using Alternative 2.
The lower Composite Credit Score resulting from utilizing the two alternatives is
2.80, so it will be the Composite Credit Score used in allocating this Not-For-Profit
Credit Customer’s Unsecured Credit Allowance as described in Section 4.3 below.
4.3

Unsecured Credit Allowance.
The Composite Credit Score is converted into an “Unsecured Credit Allowance,” which
is a percentage of Tangible Net Worth. (Tangible Net Worth = Total Equity – Intangibles
– Treasury Stock). The Composite Credit Score is a numeric value on a scale of one (1)
to six (6) with one (1) indicating stronger creditworthiness and six (6) indicating weaker
creditworthiness. The conversion into an Unsecured Credit Allowance is based on the
percentage values stated in Table 1.
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Table 1
Composite Credit
Score
1.00 - 1.99
2.00 - 2.99
3.00 - 3.59
3.60 - 4.39
4.40 - 4.99
5.00 - 6.00

% Tangible Net Worth
Small Company
Model

% Tangible Net Worth
Large Company Model

5.00%
3.00%
2.00%
0.75%
0.25%
0%

% Tangible Net Worth
Not For Profit Model

5.00%
3.00%
2.00%
0.75%
0.25%
0%

7.500%
4.500%
3.000%
1.125%
0.375%
0.000%

To illustrate, a Large Company Credit Customer with a Composite Credit Score of 4.36
and Tangible Net Worth of $501,468,000 would have a suggested Unsecured Credit
Allowance calculated as follows:
Unsecured Credit Allowance = Table 1 Percentage x Tangible Net Worth
= 0.75% x $501,468,000
= $3,761,010
4.3.1 Revenue Bond Adjustment to Tangible Net Worth Value for Power Supply
Agents. For Not-For-Profit Credit Customers that issue revenue bonds solely in
support of their role as power supply agent for not-for-profit electric distribution
utilities and meet: (a) the disclosure requirements in: (i) Section 3.1.3 of this
Credit Policy and (ii) Section 3.2.5 of this Credit Policy; and (b) have a revenue
bond rating or revenue bond ratings equal to or better than Baa1 issued by
Moody’s Investor Services or BBB+ issued by Standard & Poor’s, the calculation
of the suggested Unsecured Credit Allowance shall be based on an adjusted value
for Tangible Net Worth. The adjusted value for Tangible Net Worth shall include
the outstanding balance of revenue bonds as of the date of the calculation.
To illustrate, if the Not-For-Profit Credit Customer met all of the disclosure
requirements for power supply agents, had a Tangible Net Worth of $2,000,000,
and had $8,000,000 principal amount of revenue bonds outstanding, the adjusted
Tangible Net Worth to be used in computing the suggested Unsecured Credit
Allowance would be $10,000,000 (the sum of the adjusted Tangible Net Worth
and the principal amount of revenue bonds outstanding as of the date of the
calculation).
4.3.2

Maximum and Minimum Unsecured Credit Allowances. Notwithstanding the
calculation under Section 4.3:
4.3.2.1

No Credit Customer shall have an Unsecured Credit Allowance in
excess of $25 million; and
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4.3.2.2

On the condition that a Not-For-Profit provides all required Credit
Information and executes all documents required under this Credit
Policy, and subject to the Default provisions of this Credit Policy,
a Not-For-Profit Credit Customer shall have a minimum
Unsecured Credit Allowance in the amount of $250 thousand.

4.3.3

Guaranty. In the event that the Credit Customer has a Guaranty, the Unsecured
Credit Allowance will be based on the Credit Assessments of the Credit Customer
and the Guarantor.

4.3.4

Unsecured Credit Allowance for Affiliates.
4.3.4.1

Determination of Creditworthiness of Combined Affiliates. If
two or more Credit Customers are Affiliates, and each is granted
an Unsecured Credit Allowance and a corresponding Total Credit
Limit, SPP will consider the overall creditworthiness of the
Affiliated Credit Customers when determining the Unsecured
Credit Allowances in order not to grant more unsecured credit than
the overall group of affiliated entities could support. SPP will
work with Affiliated Credit Customers to allocate the total
Unsecured Credit Allowance among the Affiliates while assuring
that no individual Credit Customer, nor common guarantor,
exceeds the Unsecured Credit Allowance appropriate for its credit
strength. A $25 million maximum Unsecured Credit Allowance
shall apply to all Affiliates as though the Affiliates are a single
Credit Customer.
Example: Credit Customers A and B each have a $10.0 million
Guaranty from their common parent, a holding company with an
Unsecured Credit Allowance calculation of $12.0 million. SPP
may limit the Unsecured Credit Allowance for each Credit
Customer to $6.0 million, so the total Unsecured Credit Allowance
does not exceed the corporate total of $12.0 million.

4.3.4.2

4.3.5

Guaranty. If the Guaranty is applicable to Affiliates (i.e., more
than one Credit Customer), then the Unsecured Credit Allowance
of the Guarantor shall be allocated among such Affiliates and the
applicable allocation shall be utilized in determining each
Affiliated Credit Customer’s Unsecured Credit Allowance.

Continuous Right to Modify. SPP has the right at any time to modify any
Unsecured Credit Allowance and/or require additional Financial Security as may
be reasonably necessary to support the Credit Customer’s ability to pay for
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Transmission Service and any market services SPP may provide. If the
modification results in a reduction or revocation of Unsecured Credit Allowance
and the reduction or revocation results in the need to provide Financial Security,
then the rights and duties of SPP and the Credit Customer shall be as set forth in
Section 3.2.2.
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.1.8(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.

4.5

Total Credit Limit. The “Total Credit Limit” is the amount of any Unsecured Credit
Allowance approved by SPP for the Credit Customer, plus the amount of any Financial
Security the Credit Customer has provided to SPP. SPP shall determine the Total Credit
Limit for each Credit Customer. Upon the Credit Customer’s request, SPP shall provide a
written explanation of how it determined the Unsecured Credit Allowance and the amount
of required Financial Security for that Credit Customer. SPP will respond to the Credit
Customer’s request within five (5) Business Days.
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ARTICLE FIVE
Calculation of Total Potential Exposure
5.1

Overview. The Total Potential Exposure is a calculated value applied to assure that the
Credit Customer engages in activities within its Total Credit Limit. The Total Potential
Exposure is based on the Credit Customer’s estimated cumulative financial obligation
under the Tariff or otherwise to SPP. Potential Exposure to non-payment is calculated
separately for each applicable category of service and then summed together to obtain the
amount of Total Potential Exposure. This Article addresses the calculation and use of the
value for Total Potential Exposure.

5.2

Calculation of Total Potential Exposure for a Credit Customer. A Credit Customer’s
Total Potential Exposure shall be the sum of the potential exposure to non-payment for
market transactions and Transmission Service transactions billed pursuant to the Tariff.

5.2.1

Market Exposure (“ME”). Potential exposure to non-payment associated with market
transactions that involve physical delivery of energy is calculated under the following
formula:
ME = IMSC + CMSC + MEME
IMSC =
Invoiced Market Settlement Charges (all imbalance charges or
credits that have been invoiced but not yet paid).
CMSC =
Calculated Market Settlement Charges (all daily settlement
activity, including charges or credits, that has been calculated but not yet
invoiced).
MEME =

Maximum Estimated Market Exposure shall be the greater of:

(a)
The average of the last three hundred sixty five (365) days of daily
settlement activity (or if settlement activity occurred for a lesser period, the
average settlement activity during such lesser period), or
(b)
The average of the last seven (7) days of daily settlement activity (or if
settlement activity occurred for a lesser period, the average 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
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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

Settlement
Weekday

Fri
Mon
Mon
Mon
Tue
Wed
Thu

Fri
Mon
Mon
Mon

Tue
Wed
Thu
Fri
Sat

Settlement
Date

Operating
Weekday

Operating
Date

Invoice
Date

11/12/2004
11/13/2004
11/14/2004
11/15/2004
11/16/2004
11/17/2004
11/18/2004

INVOICED
MARKET
SETTLEMENT
CHARGES (IMSC)
Sun
Mon
Tue
Wed
Thu
Fri
Sat

11/7/2004
11/8/2004
11/9/2004
11/10/2004
11/11/2004
11/12/2004
11/13/2004

11/19/2004
11/19/2004
11/19/2004
11/19/2004
11/19/2004
11/19/2004
11/19/2004
TOTAL

$900
$1,000
$850
$900
$750
($500)
$800
$4,700

11/19/2004
11/20/2004
11/21/2004
11/22/2004

CALCULATED
MARKET
SETTLEMENT
CHARGES (CMSC)
Sun
Mon
Tue
Wed

11/14/2004
11/15/2004
11/16/2004
11/17/2004
TOTAL

$900
$850
$900
$800
$3,450

11/23/2004
11/24/2004
11/25/2004
11/26/2004
11/27/2004
Cure Period

MAXIMUM
ESTIMATED
MARKET
EXPOSURE
(MEME)
Thu
Fri
Sat
Sun
Mon

11/18/2004
11/19/2004
11/20/2004
11/21/2004
11/22/2004
11/23/2004

Invoice
Amount

$700
$700
$700
$700
$700
$700
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Cure Period
Cure Period
Cure Period

11/24/2004
11/25/2004
11/26/2004
TOTAL
TOTAL MARKET EXPOSURE (ME)

$700
$700
$700
$6,300
$14,450

5.2.2 Transmission Service Potential Exposure (“TSPE”). 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).
CTSC =
Calculated Transmission Service Charges (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:
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
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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
Date

Invoice
Amount

Invoiced
Transmission
Service Charges
(ITSC)
Already paid October Charges on November 18
TOTAL

$0
$0

CALCULATED
TRANSMISSION
SERVICE CHARGES
(CTSC)
11/1/2004
11/2/2004
11/3/2004
11/4/2004
11/5/2004
11/6/2004
11/7/2004
11/8/2004
11/9/2004
11/10/2004
11/11/2004
11/12/2004
11/13/2004
11/14/2004

$300
$350
$250
$300
$350
$250
$300
$350
$250
$300
$350
$250
$300
$350
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11/15/2004
11/16/2004
11/17/2004
11/18/2004
11/19/2004
11/20/2004
11/21/2004
TOTAL

$250
$300
$350
$250
$300
$350
$250
$6,300

MAXIMUM
ESTIMATED
TRANSMISSION
EXPOSURE (METE)
Value of Charges from CTSC to the end of the 50 day exposure
window (29 days).
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).
TOTAL
TOTAL TRANSMISSION SERVICE
POTENTIAL EXPOSURE (TSPE)

$8,700

$3,867
$12,567

$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
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

Total Potential Exposure Violations.
5.3.1

Transaction Limits. At all times, the Credit Customer shall maintain its Total
Potential Exposure to a value equal to or less than its Total Credit Limit. A
“Total Potential Exposure Violation” occurs when a Credit Customer’s Total
Potential Exposure equals or exceeds its Total Credit Limit. SPP will regularly

Page 31

Revisions to Comply with Order No. 741
Tariff Attachment X
03/31/2011
Approved by RTWG
monitor each Credit Customer’s use of services and associated financial
obligations. If a Credit Customer’s Total Potential Exposure equals or exceeds
ninety percent (90%) of its Total Credit Limit, SPP shall promptly give notice to
the Credit Customer. Failure by SPP to give this notice shall not relieve the
Credit Customer of its duties under this Section.

5.4.

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.

5.3.3

Failure to Cure Total Potential Exposure Violation. A failure to cure a Total
Potential Exposure Violation as required under Section 5.3.2 is a Default. In the
event of such a Default, SPP has all rights under section 7 of the Tariff and all
other rights and remedies in accordance with applicable law. Without prejudice
to other remedies, a Credit Customer that fails timely to cure a Total Potential
Exposure Violation shall be suspended from requesting any future services,
including all Transmission Service and market services SPP may provide, unless
and until the Credit Customer’s Total Potential Exposure Violation is cured.

Excess Financial Security. In the event a Credit Customer has provided additional
Financial Security under Section 5.3.2 to address a Total Potential Exposure Violation,
and the Credit Customer’s outstanding invoiced amounts subsequently return to levels
preceding that violation such that the total amount of Financial Security exceeds the
amount required under this Credit Policy, the Credit Customer may request return of the
excess Financial Security and SPP shall comply with the request within two (2) Business
Days; provided, that if SPP determines to review the Credit Assessment for the Credit
Customer due to the violation, it shall not be required to respond to the request, including
return of any excess Financial Security, until two (2) Business Days after completing the
new Credit Assessment.
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Appendix “D” Guaranty Forms
GUARANTY AGREEMENT
This Guaranty Agreement (the “Guaranty”) is made by ____________________ (“Guarantor”),
a _____________ corporation, in favor of Southwest Power Pool, Inc. (“Creditor”), an Arkansas
[non-stock] corporation.
WHEREAS, one or more direct or indirect subsidiaries of the Guarantor (each referred to
individually as “Debtor” and collectively as “Debtors”) and the Creditor are parties to
[DESCRIBE AGREEMENT(S)] (collectively “Agreements”);
WHEREAS, Guarantor is the direct or indirect parent of the Debtor, will receive
substantial and direct benefits from the extensions of credit contemplated by the Agreements and
has agreed to enter into this Guaranty to provide assurance for the performance of Debtor’s
obligations in connection with the Agreements and to induce the Creditor to enter into the
Agreements; and
WHEREAS, the execution and delivery of this Guaranty is a condition to Creditor’s
further performance of its obligations under the terms of the Agreements;
NOW, THEREFORE, in consideration of the promises and other good and valuable
consideration, the adequacy, receipt and sufficiency of which are hereby acknowledged,
Guarantor hereby agrees as follows:
1.

Guaranty. Guarantor hereby unconditionally and absolutely guarantees the punctual
payment as and when due of Debtor’s payment obligations arising under any Agreement,
as such Agreement may be amended or modified from time to time, together with any
interest thereon (collectively, the “Guaranteed Obligations”). Guarantor’s obligations and
liability under this Guaranty shall be limited to payment obligations only and Guarantor
shall have no obligation otherwise to perform under any Agreement, including, without
limitation, to sell, deliver, purchase, receive, or transmit any electrical energy product or
service.

2.

Guaranty Absolute. The liability of Guarantor under this Guaranty shall be absolute
and unconditional irrespective of:
(a)

any lack of validity or enforceability of or defect or deficiency in any Agreement
or any other documents executed in connection with any Agreement;

(b)

any modification, extension or waiver of any of the terms of any Agreement;

(c)

any change in the time, manner, terms or place of payment of or in any other term
of, all or any of the Guaranteed Obligations, or any other amendment or waiver of
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or any consent to departure from any Agreement or any other agreement or
instrument executed in connection therewith;
(d)

any sale, exchange, release or non-perfection of any property standing as security
for the liabilities hereby guaranteed, or any liabilities incurred directly or
indirectly hereunder or any setoff against any of said liabilities, or any release or
amendment or waiver of or consent to departure from this Guaranty or any other
guaranty, for all or any of the Guaranteed Obligations;

(e)

except as to applicable statutes of limitation, failure, omission, delay, waiver or
refusal by Creditor to exercise, in whole or in part, any right or remedy held by
Creditor with respect to any Agreement or any transaction under any Agreement;

(f)

any change in the existence, structure or ownership of Guarantor or any Debtor,
or any insolvency, bankruptcy, reorganization or other similar proceeding
affecting any Debtor or its assets; or

(g)

any other circumstance that might otherwise constitute a defense available to, or a
discharge of, any Debtor or any other individual, partnership, joint venture,
corporation, association, trust or other enterprise that is a party to any Agreement,
or any other agreement or instrument (including any guarantor) in respect of the
Guaranteed Obligations, other than payment in full of the Guaranteed Obligations.
The obligations of the Guarantor hereunder are several from any Debtor or any
other person, and are primary obligations concerning which the Guarantor is the
principal obligor. There are no conditions precedent to the enforcement of this
Guaranty, except as expressly contained herein. It shall not be necessary for
Creditor, in order to enforce payment by Guarantor under this Guaranty, to show
any proof of any Debtor's default, to exhaust its remedies against any Debtor, any
other guarantor, or any other person liable for the payment or performance of the
Guaranteed Obligations. Creditor shall not be required to mitigate damages or
take any other action to reduce, collect, or enforce the Guaranteed Obligations.
This Guaranty shall continue to be effective or be reinstated, as the case may be,
if at any time any payment of any of the Guaranteed Obligations are annulled, set
aside, invalidated, declared to be fraudulent or preferential, rescinded or must
otherwise be returned, refunded or repaid by Creditor upon the insolvency,
bankruptcy, dissolution, liquidation or reorganization of Debtor or any other
guarantor, or upon or as a result of the appointment of a receiver, intervenor or
conservator of, or trustee or similar officer for, Debtor or any other guarantor or
any substantial part of its property or otherwise, all as though such payment or
payments had not been made.

3.

Waiver. This is a guaranty of payment and not of collection. Guarantor hereby waives:
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(a)

notice of acceptance of this Guaranty, of the creation or existence of any of the
Guaranteed Obligations and of any action by Creditor in reliance hereon or in
connection herewith;

(b)

notice of the entry into any Agreement between any Debtor and the Creditor and
of any amendments, supplements or modifications thereto; or any waiver of
consent under any Agreement, including waivers of the payment and performance
of the obligations thereunder;

(c)

notice of any increase, reduction or rearrangement of any Debtor’s obligations
under any Agreement or any extension of time for the payment of any sums due
and payable to the Creditor under any Agreement;

(d)

except as expressly set forth herein, presentment, demand for payment, notice of
dishonor or nonpayment, protest and notice of protest or any other notice of any
other kind with respect to the Guaranteed Obligations; and

(e)

any requirement that suit be brought against, or any other action by Creditor be
taken against, or any notice of default or other notice be given to, or any demand
be made on, Debtor or any other person, or that any other action be taken or not
taken as a condition to Guarantor’s liability for the Guaranteed Obligations under
this Guaranty or as a condition to the enforcement of this Guaranty against
Guarantor.

4.

Expenses. Notwithstanding and in addition to the limit on Guarantor’s liability
hereunder set forth in Section 1, Guarantor agrees to pay on demand any and all costs,
including reasonable legal fees and expenses, and other expenses incurred by Creditor in
enforcing Guarantor’s payment obligations under this Guaranty; provided that the
Guarantor shall not be liable for any expenses of Creditor if no payment under this
Guaranty is due.

5.

Subrogation. Guarantor shall be subrogated to all rights of Creditor against the Debtors
in respect of any amounts paid by Guarantor pursuant to this Guaranty, provided that
Guarantor waives any rights it may acquire by way of subrogation under this Guaranty,
by any payment made hereunder or otherwise (including, without limitation, any
statutory rights of subrogation under Section 509 of the Bankruptcy Code, 11 U.S.C. §
509, or otherwise), reimbursement, exoneration, contribution, indemnification, or any
right to participate in any claim or remedy of the Creditor against any Debtor or any
collateral which the Creditor now has or acquires, until all of the Guaranteed Obligations
shall have been irrevocably paid to Creditor in full. If any amount shall be paid to the
Guarantor on account of such subrogation rights at any time when all the Guaranteed
Obligations shall not have been paid in full, such amount shall be held in trust for the
benefit of Creditor and shall forthwith be paid to Creditor to be applied to the Guaranteed
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Obligations. If (a) the Guarantor shall perform and shall make payment to Creditor of all
or any part of the Guaranteed Obligations and (b) all the Guaranteed Obligations shall
have been paid in full, Creditor shall, at the Guarantor’s request, execute and deliver to
the Guarantor appropriate documents necessary to evidence the transfer by subrogation to
the Guarantor of any interest in the Guaranteed Obligations resulting from such payment
by Guarantor.
6.

Setoff. The Creditor is hereby authorized at any time, to the fullest extent permitted by
law, to set off and apply any deposits (general or special, time or demand, provisional or
final) and other indebtedness owing by the Creditor to or for the account of Guarantor
against any and all of the obligations of Guarantor under this Guaranty, irrespective of
whether or not the Creditor shall have made any demand under this Guaranty or such
Agreement and although such obligations may be contingent and unmatured. The
Creditor agrees promptly to notify Guarantor after any such set-off and application made
by the Creditor provided that the failure to give such notice shall not affect the validity of
such set-off and application.

7.

Notices. All demands, notices and other communications provided for hereunder shall,
unless otherwise specifically provided herein, (a) be in writing addressed to the party
receiving the notice at the address set forth below or at such other address as may be
designated by written notice, from time to time, to the other party, and (b) be effective
upon delivery, when mailed by U.S. mail, registered or certified, return receipt requested,
postage prepaid, by express courier with traceable receipt, by facsimile, or personally
delivered. Notices shall be sent to the following addresses:
If to Creditor:
Southwest Power Pool, Inc.
415 N. McKinley, #140
Little Rock, AR 72205
Attention: Financial Coordinator
If to Guarantor:
_____________________
_____________________
_____________________
_____________________

8.

Demand and Payment. Any demand by Creditor for payment hereunder shall be in
writing, signed by a duly authorized officer of Creditor and delivered to the Guarantor
pursuant to Section 6 hereof, and shall (a) reference this Guaranty, (b) specifically
identify the Debtor, the Guaranteed Obligations to be paid and the amount of such
Guaranteed Obligations, and (c) set forth payment instructions. There are no other
requirements of notice, presentment or demand. Guarantor shall pay, or cause to be paid,
such Guaranteed Obligations within three (3) business days of receipt of such demand.
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9.

No Waiver; Remedies. Except as to applicable statutes of limitation, no failure on the
part of Creditor to exercise, and no delay in exercising, any right hereunder shall operate
as a waiver thereof, nor shall any single or partial exercise of any right hereunder
preclude any other or further exercise thereof or the exercise of any other right. The
remedies herein provided are cumulative and not exclusive of any remedies provided by
law.

10.

Term; Termination. This Guaranty shall continue in full force and effect for the term of
the Agreement. Notwithstanding the foregoing, this Guaranty may be terminated at any
time by the Guarantor by providing at least sixty (60) days’ prior written notice to
Creditor; provided, however, upon termination hereof, Guarantor agrees that the
obligations and liabilities hereunder shall continue in full force and effect with respect to
any obligations incurred prior to the termination date, and any fees and costs of
enforcement in connection herewith.

11.

Assignment; Successors and Assigns. Creditor may, upon notice to Guarantor, assign
its rights hereunder without the consent of Guarantor. Guarantor may assign its rights
hereunder with the prior written consent of Creditor, which consent shall not be
unreasonably withheld. Subject to the foregoing, this Guaranty shall be binding upon and
inure to the benefit of the parties hereto and their respective successors, permitted
assigns, and legal representatives.

12.

Amendments, Etc. A written amendment executed by the Guarantor only may (a)
increase the guaranty limit specified in Section 1 and/or (b) extend the termination date of
this Guaranty. No other amendment of this Guaranty shall be effective unless in writing
and signed by Guarantor and Creditor. No waiver of any provision of this Guaranty nor
consent to any departure by Guarantor therefrom shall in any event be effective unless
such waiver shall be in writing and signed by Creditor. Any such waiver shall be
effective only in the specific instance and for the specific purpose for which it was given.

13.

Captions. The captions in this Guaranty have been inserted for convenience only and
shall be given no substantive meaning or significance whatsoever in construing the terms
and provisions of this Guaranty.

14.

Representation and Warranties.
The Guarantor represents and warrants as follows:
(a)

the Guarantor is duly organized, validly existing and in good standing under the
laws of the jurisdiction of its incorporation and has full corporate power to
execute, deliver and perform this Guaranty. This representation is evidenced by a
copy of the resolution(s) of the board of directors or other governing body of the

Page 37

Revisions to Comply with Order No. 741
Tariff Attachment X
03/31/2011
Approved by RTWG
Guarantor authorizing this Guaranty, which is attached to and made a part of this
Agreement;
(b)

the execution, delivery and performance of this Guaranty have been and remain
duly authorized by all necessary corporate action and do not contravene the
Guarantor’s constitutional documents or any contractual restriction binding on the
Guarantor or its assets;

(c)

this Guaranty is not in violation of other undertakings or requirements applicable
to Guarantor, and is enforceable against the Guarantor in accordance with these
terms;

(d)

this Guaranty constitutes the legal, valid and binding obligation of the Guarantor
enforceable against Guarantor in accordance with its terms, subject, as to
enforcement, to bankruptcy, insolvency, reorganization and other laws of general
applicability relating to or affecting Creditor’s rights and to general equity
principles; and

(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.

15.

Limitation by Law. All rights, remedies and powers provided in this Guaranty may be
exercised only to the extent that the exercise thereof does not violate any applicable
provision of law, and all the provisions of this Guaranty are intended to be subject to all
applicable mandatory provisions of law that may be controlling and to be limited to the
extent necessary so that they will not render this Guaranty invalid, unenforceable, in
whole or in part, or not entitled to be recorded, registered or filed under the provisions of
any applicable law.

16.

GOVERNING LAW; SUBMISSION TO EXCLUSIVE JURISDICTION. THIS
GUARANTY SHALL BE GOVERNED BY, AND CONSTRUED IN
ACCORDANCE WITH, THE LAWS OF THE STATE OF ARKANSAS AND ANY
APPLICABLE FEDERAL LAW.
TO THE EXTENT PERMITTED BY
APPLICABLE LAW, THE PARTIES HERETO HEREBY SUBMIT TO THE
EXCLUSIVE JURISDICTION OF ANY ARKANSAS STATE COURT SITTING
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IN PULASKI COUNTY, ARKANSAS, OR THE UNITED STATES DISTRICT
COURT FOR THE EASTERN DISTRICT OF ARKANSAS, FOR THE
PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR
RELATING
TO
THIS
GUARANTY
OR
THE
TRANSACTIONS
CONTEMPLATED HEREBY.
THE PARTIES HEREBY WAIVE ANY
OBJECTION TO VENUE IN PULASKI COUNTY, ARKANSAS, AND ANY
OBJECTION TO ANY ACTION OR PROCEEDING ON THE BASIS OF FORUM
NON CONVENIENS.
IN WITNESS WHEREOF, Guarantor has caused this Guaranty to be duly executed and
delivered by its duly authorized officer effective as of this ___ day of _________, ______
(“Effective Date”).
[GUARANTOR]

By:
Name:
Title:
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IN PULASKI COUNTY, ARKANSAS, OR THE UNITED STATES DISTRICT
COURT FOR THE EASTERN DISTRICT OF ARKANSAS, FOR THE
PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR
RELATING
TO
THIS
GUARANTY
OR
THE
TRANSACTIONS
CONTEMPLATED HEREBY.
THE PARTIES HEREBY WAIVE ANY
OBJECTION TO VENUE IN PULASKI COUNTY, ARKANSAS, AND ANY
OBJECTION TO ANY ACTION OR PROCEEDING ON THE BASIS OF FORUM
NON CONVENIENS.
IN WITNESS WHEREOF, Guarantor has caused this Guaranty to be duly executed and
delivered by its duly authorized officer effective as of this ___ day of _________, ______
(“Effective Date”).
[GUARANTOR]

By:
Name:
Title:
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Southwest Power Pool, Inc.
MARKETS AND OPERATIONS POLICY COMMITTEE
Recommendation to the Board of Directors
April 12-13, 2011
TRR 042 – Ministerial Changes to Support Changes Made in Compliance with Order No. 741
(Credit Reform Rule)

Organizational Roster
The following persons are members of the Regional Tariff Working Group:
Dennis Reed, WR (Chair)
Charles Locke, KCPL (Vice-Chair)
Carrie Cooper, ETEC
Bill Dowling, Midwest Energy
Ron Gary, LAFA
Tom Hestermann, Sunflower
Rob Janssen, Dogwood
David Kays, OGE
Lloyd Kolb, Golden Spread
Rich Kosch, LES
Brett Leopold, ITC Great Plains

Tom Littleton, OMPA
Bernie Liu, Xcel
Paul Malone, NPPD
Adam McKinnie, MoPSC
Robert Pennybaker, AEP
Eddy Reece, Rayburn Country
Robert Shields, AECC
Bary Warren, EDE
Mitch Williams, WFEC
Heather Starnes, SPP
Katy Onnen, SPP (Secretary)

Background
In conjunction with revisions proposed to comply with Order No. 741 (see TRR 041 Recommendation
Report), several additional revisions were necessary to sections of Attachment X and to maintain
consistency throughout Attachment X but were not directly required by the Order.
Analysis
The revisions in this TRR are related to the Tariff changes in TRR 041 but are not directly related to the
compliance requirements in Order No. 741. These changes are therefore outside the scope of that filing
and must be filed separately. The Tariff changes proposed in TRR 042 will be prepared and filed
concurrently with the Order No. 741 compliance filing. The MOPC approved the Tariff changes
recommended by the RTWG but modified the default cure period from 5 days to 2 days.
Recommendation
The MOPC recommends that the BOD approved the Tariff changes.
Approved:

Markets and Operations Policy Committee
Motion passed with 3 opposed: KEPC,
Midwest Energy and Board of Public Utilities
and
7 abstentions-Empire District, Entergy,
TexLa, N-TEC, E-TEC, Entergy Asset Mgmt,
Independence

April 12-13, 2011

Minority Opinions – ETEC, TexLa, N-TEC (Position to change default cure period
was not discussed with principles), KEPC (Burden this places on small utilities,
simply too short to effect a cure.), Independence (Not time to fully understand the
impact)
Regional Tariff Working Group

March 31, 2011

Motion passed with 1 abstention

Credit Practices Working Group
Vote was unanimous

Action Requested:

Approve Recommendation.

February 22, 2011

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.

(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

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

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.

Southwest Power Pool, Inc.
SPP STAFF
Recommendation to the Board of Directors
April 26, 2011
Integrated Marketplace Program

Background
In 2007, the SPP Markets and Operations Policy Committee (MOPC) and SPP Strategic Planning
Committee (SPC) directed the SPP Market Working Group (MWG) to develop a proposal for SPP’s future
market development, replacing or refining the recently implemented real-time Energy Imbalance Service
(EIS) Market.
In April 2009, staff presented a cost/benefit report to the Board of Directors. The study included
implementation and operating costs for SPP and Market Participants; annual net benefits averaged $100
million, reflecting a 2014 projected gas price of $7.50/MMBtu.
In January 2011, the MOPC accepted as the baseline market design the detailed business rules
(Protocols) submitted by the MWG. The MOPC directed the MWG and staff to consider forklifting other
market designs and recommend a final design to the Board. Also in January, staff published the
Integrated Marketplace Cost/Benefit Study Update to reflect the estimated impact of natural gas price
changes since the original cost-benefit report was issued. The updated estimated annual net benefits
averaged $45 million, reflecting a 2014 projected gas price of $4.50/MMBtu.
In January 2011, staff projected $105 million in implementation costs ($101 million for Integrated
Marketplace and $4 million for Consolidated Balancing Authority) and asked the Board for authorization to
enter into vendor contracts of up to $85 million. To maintain the implementation schedule, the Board
authorized $1.5 million for vendors to develop statements of work through April 2011.
In its April 11, 2011 meeting, the MOPC reviewed recommendations from the MWG, staff, SPP Market
Monitoring Unit, and Boston Pacific, and accepted the final market design with a go-live date of March 1,
2014. The MOPC directed the MWG to resolve certain issues related to reserve zones and to recognize
the phased implementation of some functionality associated with combined cycle resources.
Analysis
Since the January Board meeting, the MWG addressed concerns raised by the Market Monitoring Unit
and Boston Pacific about reserve zones and other issues; the MOPC approved the Protocols, which
included changes to address the concerns.
At its April meeting the MOPC approved the MWG’s proposed market design and directed the MWG to
resolve reliability concerns related to reserve zones and delay by no more than one year the enhanced
design of combined cycle units.
At the April MOPC meeting, staff committed to an implementation date of March 1, 2014; combined cycle
resources would be handled similarly to how MISO and PJM handle them. Staff also committed to
implement the MWG’s recommended enhanced handling of combined cycle resources no later than
March 1, 2015.
Since the January Board meeting, staff engaged with vendors to develop statements of work and refine
the program’s scope and associated contract costs. The refined estimates support a go-live date of March
1, 2014; it is necessary to execute contracts in May 2011 to support this date. The vendors’ overall

projected costs are $110 million for the Integrated Marketplace and $5 million for the Consolidated
Balancing Authority; however, staff is managing the costs to less than $105 million. Of these costs, $14.4
million will be fixed and the remainder will be time-and-materials based. The variable costs are primarily
related to project management, project testing, and market operations systems development. Flexibility in
these program areas is necessary to allow staff to reduce scope and overall project costs.
Staff is pursuing multiple avenues to reduce the program’s cost. SPP, PJM, and ERCOT have entered
into agreements to allow SPP to leverage PJM’s and ERCOT’s expertise in market operations and tools.
This collaboration will result in a deeper understanding and realization of efficiencies not currently
reflected in vendor-provided costs. Staff is also working with vendors to reduce software customizations
by using internal development resources and tools developed for other ISOs with similar markets.
Staff has selected Accenture for project management and system integration, Alstom Grid for market and
energy management systems, Nexant for transmission congestion rights administration, and OATI for
energy scheduling and reserve-sharing systems.
The vendor’s cost estimates include development costs associated with the combined cycle enhanced
design but do not include its testing. Staff is excluding combined cycle enhanced design from the design
to be implemented on March 1, 2014. As other ISOs/RTOs gain experience with combined cycle
enhanced design, staff will evaluate developing and testing such a feature and request funding as a
separate project. Staff’s estimate of combined cycle enhanced design costs is $5-$10 million.
Recommendation
Initiate the Integrated Marketplace’s build and implementation phase with an implementation date of
March 1, 2014, immediately executing vendor contracts for software development with total project
expenditures not to exceed $105 million for the Integrated Marketplace and Consolidated Balancing
Authority.
Action Requested:

Approve Recommendation

Integrated
Marketplace
Staff
Recommendation
April 26, 2011
Bruce Rew,
Vi President,
Vice
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Timeline
•

2007: Integrated Marketplace Proposed

•

April 2009: Cost Benefit Analysis Proposed to Board
–

$100 million average annual net benefit


Assumed $7.50/MMBtu natural gas

•

SPP Integrated Market design developed

•

January 2011
–

Cost Benefit Results updated


–

$45 million average annual net benefit with assumed natural
gas price of $4.50/MMBtu

Marketplace Project Costs projection of $105 Million in
January 2011
2

1

Current Market Design Work
•

MWG evaluates Boston Pacific and
MMU comments on market design
and recommends modifications

•

Staff completes Statement of Work
effort with vendors

•

Market implementation date set
for March 1, 2014

•

EEnhanced
h
d Combined
C bi d C
Cycle
l llogic
i
implemented no later than
March 1, 2015

3

Integrated Marketplace Program Cost
•

Goal: manage cost to less than $105 million
–

Includes consolidated balancingg authorityy

•

Vendor‐supplied cost projections total $115 million

•

How will costs be managed?
–

Substantial portion of marketplace costs are defined


Project management, testing, market operations systems

–

Utilize PJM and ERCOT expertise

–

Reduce software customizations


Analyze best practices of other RTOs and retool
4

2

SPP‐Market Participant Combined Timeline
1Q 11 2Q 11 3Q 11 4Q 11 1Q 12 2Q 12 3Q 12 4Q 12 1Q 13 2Q 13 3Q 13 4Q 13 1Q 14
Integrated Marketplace Program Plan
Analy e
Analyze

TCR Mock Auctions Begin

D i
Design

TCR Go‐Live
Market
Go‐Live

Test (FAT, SAT, SIT, FIT)

Cut‐over & Deploy

Build

O
Parallel Operations

Design

Unstructured Testing

Plan & Analyze

Structure
ed Testing

Connectivvity Testing

Market Particip
pants

SPP

Build

Test/
Connectivity

DRAFT as of April 20, 2011 – all dates pending final approval of Scope and Schedule

5

Recommendation
Initiate the Integrated Marketplace’s build and
implementation
p
phase with an implementation
p
p
date of March 1, 2014, immediately executing
vendor contracts for software development
with total project expenditures not to exceed
$105 million for the Integrated Marketplace
and Consolidated Balancing
g Authority.
y

6

3

Market Participant Milestones

7

4

Southwest Power Pool
Regional State Committee, Board of Directors/Members Committee &
Regional Entity Trustees
Future Meeting Dates & Locations

2011
*BOD

June 13-14

Dallas

RET/RSC/BOD

July 25-26

Kansas City

RET/RSC/BOD
(Annual Meeting of Members)

October 24-25

Santa Fe

** BOD

December 13

Little Rock

2012
RET/RSC/BOD

January 30-31

New Orleans

RET/RSC/BOD

April 23-24

Oklahoma City

*BOD

June - TBD

Little Rock

RET/RSC/BOD

July 30-31

Kansas City

RET/RSC/BOD
(Annual Meeting of Members)

October 29-30

San Antonio

** BOD

December 11

Dallas

The RET/RSC/BOD meetings are Mon/Tues with the RET meeting on Monday morning, the RSC
meeting on Monday afternoon, the BOD/Members Committee meeting on Tuesday.
* The June BOD meeting is for educational purposes. There will be no RSC of RET meetings in
conjunction with this meeting.
** The December BOD meeting is intended to be a one day in and out meeting for administrative
purposes. There will be no RSC or RET meetings in conjunction with this meeting.

