Southwest Power Pool
BOARD OF DIRECTORS/MEMBERS COMMITTEE MEETING
April 26, 2016
El Dorado Hotel & Spa, Santa Fe, NM
AGENDA
8:00 a.m. – 3:00 p.m.
Board of Directors/Members Committee Meeting
1. Call to Order and Administrative Items…………………………………………….Mr. Jim Eckelberger
2. Reports to the Board
a. President’s Report………………………………………………………………..Mr. Nick Brown
b. Regional State Committee Report……………………………...Commissioner Patrick Lyons
c.

Federal Energy Regulatory Commission Report…………………………..Mr. Patrick Clarey

d. Regional Entity Trustees Report…………………………………………..Mr. Dave Christiano
e. Oversight Committee Report……………………………………………….......Mr. Josh Martin
i. Looking Forward Report
f.

Strategic Planning Committee Report………………………………….............Mr. Mike Wise

g. Human Resources Committee Report……………………………………….…Mr. Julian Brix
h. Finance Committee Report…………………………………………………....Mr. Harry Skilton
3. Consent Agenda
a. Approve January 26, 2016 Minutes
b. Corporate Governance Committee Recommendations
i. Recommendation to Approve ORWG Charter
ii. Recommendation to Approve SPC Charter
iii. Recommendation to Approve Nominations to SPC
c.

Finance Committee Recommendations
i. Recommendation to Approve the 2015 Financial Audit
ii. Recommendation to Approve 2016 Funding for Pension and Post-retirement
Healthcare Plans
iii. Recommendation to Approve Revolving Line of Credit Facility

d. Markets and Operations Policy Committee Recommendations
i. MWG
1. RR25_MPRR 211 Self-Commit Rn Time Make Whole Pymnt Exemption
2. RR128 Clarification to the Start-UP Eligibility Rules
3. RR142 Quick-Start Multi-Configuration Ineligibility
4. RR145 OOME Clarification
ii. ORWG
1. RR141 SOL Methodology Revisions
2. RR146 Remove Revision Request from SPP Operating Criteria
iii. PCWG
1. Nebraska City – Mullin Creek – Sibley 345 kV Recommendation
iv. TWG
1. 2016 ITPNT and NTC Re-evaluations Study
v. Staff
1. NTC Modification (West Littlefield)
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4. Markets and Operations Policy Committee Report……………………………...Mr. Noman Williams
a. TWG
i. 2016 ITPNT and NTC Re-evaluations Proposed Projects
ii. 2017 ITPNT Scope
b. RTWG
i. Z2 Payment Plan
c.

CMTF
i. White Paper Recommendation Package

d. Staff
i. Wind Integration Study Reevaluation (Phase 1)
5. SPP Staff Report………………………………………………………………………...Mr. Lanny Nickell
a. Recommendation for Expedited Re-evaluation of the Walkemeyer Project
6. Transmission Owner Selection Process ………..…………...Mr. Josh Martin/Industry Expert Panel
7. Future Meetings
2016
BOD – June 13-14…………………………………………………Little Rock, AR
RSC – July 18……………………………………………………...Dallas, TX
RET – July 25 (7:30 – noon)……………………………………...Rapid City, SD
BOD – July 25-26 (noon to noon)………………………………..Rapid City, SD
RET/RSC/BOD – October 24-25…………………………………Little Rock, AR
BOD – December 6………………………………………………..Little Rock, AR
2017
RET/RSC/BOD – January 30-31………………………………...Austin, TX
RET/RSC/BOD – April 24-25…………………………………….Tulsa, OK
BOD – June 12-13…………………………………………………Little Rock, AR
RET/RSC/BOD – July 24-25…………..………………………….Denver, CO
RET/RSC/BOD – October 30-31…………………………………Little Rock, AR
BOD – December 5…………………….………………………….Little Rock, AR
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Monthly Financial Reporting Package
March 2016
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SPP Executive Summary – March 2016
2016 Over / (Under) Recovery and Cash Balances

Salary, Benefits, Taxes and Outside Services Expenses
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Southwest Power Pool
2016 Financial Commentary
March 31, 2016
(in thousands)

Summary
2016 FY
Forecast
Revenues
Expenses
Net Income/(Loss)

$174,797
220,460
($45,663)

2016 FY
Budget
$182,079
217,092
($35,013)

Fav/(Unfav)
Variance
($7,282)
(3,368)
($10,650)

(4.0%)
(1.6%)
(30.4%)

Revenue
2016 FY
Forecast
Tariff Administration Service
FERC Fees & Assessments
NERC ERO Regional Entity Rev
Miscellaneous Income
Contract Services Revenue
Annual Non-Load Dues
Total Revenue

$144,912
15,246
9,807
3,769
499
564
$174,797

2016 FY
Budget
$150,660
16,500
10,432
3,400
498
588
$182,079

Fav/(Unfav)
Variance
($5,748)
(1,254)
(626)
369
1
(24)
($7,282)

(3.8%)
(7.6%)
(6.0%)
10.9%
0.1%
(4.1%)
(4.0%)

Tariff Administrative Service trails budget as a result of differences in expected coincident
peak load in 2015 for both IS (4.2 million MWh) and SPP
9
legacy utilities (8.8 million MWh). Coincident peak 2015 load is the basis for the 2016 invoices for Schedule 1A revenues and was budgeted at 407
million MWh. The load forecast is 393 million MWh and results in an unfavorable revenue variance of $5.7 million.
10

FERC Fees Assessments revenue reflects the current rate charged under Schedule 12 for 2016, which is $0.064 as compared to $0.074 assumed in
the budget.
NERC ERO Regional Entity revenue is based on Regional Entity (RE) budgeted expenditures and anticipated pass-thru expenses for SPP resources
outside the RE. The primary drivers of the variance reside in compensation and outside services. Although the budget assumed the RE would be fully
staffed at the beginning of the year, currently two positions are vacant with an additional opening beginning in March due to turnover. These positions
are expected to remain open through June causing RE expenses and associated NERC revenues to trail budget. The net impact is $0.2 million
unfavorable.
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Southwest Power Pool
2016 Financial Commentary
March 31, 2016
(in thousands)

Expense
2016 FY
Forecast
Salary & Benefits
Assessments & Fees
Communications
Maintenance
Outside Services (Including RSC)
Administrative & Leases
Travel & Meetings
Depreciation & Amortization
Other Expenses
Total Expense

$88,034
17,000
4,063
16,737
15,487
5,175
3,281
59,447
11,236
$220,460

2016 FY
Budget
$85,153
17,000
4,091
16,847
15,066
5,198
3,433
59,736
10,569
$217,092

Fav/(Unfav)
Variance
($2,881)
0
28
110
(421)
23
151
289
(666)
(3,368)

(3.4%)
0.0%
0.7%
0.7%
(2.8%)
0.4%
4.4%
0.5%
(6.3%)
(1.6%)

The forecast for Pension and Retiree Healthcare Benefits expense was adjusted to reflect the most recent actuarial calculations for pension costs. This
represents an increase of $2.7 million over the budget, which was based on the 2015 actuarial calculations.
As part of SPP's compliance demonstration project, two separate firms were selected to provide independent assessments of SPP 's internal
compliance program. After careful analysis of the recommendations of each firm, 11 incremental out-of-budget positions were vetted and approved by
SPP's officer team for inclusion in the forecast beginning mid-year 2016. Although headcount and compensation were added to the forecast for these
positions, a material increase is not recognized in Salaries due to the fact that the vacancy run-rate is 5% as compared to the budgeted rate of 4%.
The unfavorable variance in Outside Services is primarily related to additional costs associated with staff augmentation in Compliance, IT and PMO
departments for CIP (critical infrastructure protection) compliance. Costs related to the RCAR (Regional Cost Allocation Review) were $0.5 million as
compared to $0.8 million anticipated in the budget and therefore partially offset the unfavorable variances.

Other Income / Expense includes interest expense, capitalized interest, investment income, SWAP valuation adjustments, and various other income
and expense amounts. Due to the unpredictability, the only amounts budgeted in this category include interest expense and capitalized interest. The
current variance is primarily due to the fluctuation in the swap valuation.

Page 3 of 10

6 of 637

Southwest Power Pool
Monthly Financial Overview
March 31, 2016
(in thousands)

Actual Actual Actual
Fcst
Fcst
Fcst
Jan-16 Feb-16 Mar-16 Apr-16 May-16 Jun-16

Fcst
Jul-16

Fcst
Fcst
Fcst
Fcst
Fcst FY 2016
Aug-16 Sep-16 Oct-16 Nov-16 Dec-16
Fcst

FY 2016 Variance FY 2015 Variance
Budget Fav/(Unfav) Actual Fav/(Unfav)

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

$12,294 $11,208 $12,035 $11,599 $12,238 $12,128 $12,184 $12,398 $12,213 $12,192 $12,206 $12,218 $144,912
2,811 2,176 1,995 1,925 1,841 1,890 2,118 2,337 2,270 2,121 2,071 2,061 25,617
40
40
42
42
42
42
42
42
42
42
42
42
499
348
370
369
317
242
350
242
242
562
242
242
242
3,769
15,492 13,794 14,441 13,884 14,363 14,410 14,586 15,020 15,088 14,597 14,561 14,563 174,797

$150,660
27,520
498
3,400
182,079

Expense
Salary & Benefits
Employee Travel
Administrative
Assessments & Fees
Meetings
Communications
Leases
Maintenance
Services
Regional State Committee
Depreciation & Amortization
Total Expense

6,833 6,856 8,493 6,851 7,150 7,964 7,122 7,077 7,722 7,089 7,039 7,839 88,034
130
139
162
206
204
211
202
203
224
215
201
195
2,293
187
238
280
696
248
693
626
248
391
980
250
339
5,175
1,417 1,417 1,417 1,417 1,417 1,417 1,417 1,417 1,417 1,417 1,417 1,417 17,000
108
44
61
103
99
57
114
58
65
165
91
24
988
324
337
323
334
334
334
346
346
346
346
346
346
4,063
1,056 1,067 1,171 1,209 1,201 1,209 1,584 1,878 1,584 1,593 1,585 1,598 16,737
586 1,522 1,347 1,362 1,262 1,278 1,423 1,361 1,287 1,440 1,209 1,157 15,236
10
24
21
22
22
22
22
22
22
22
22
22
252
4,896 4,799 4,747 4,943 4,966 4,987 5,033 5,046 5,068 5,056 5,061 4,844 59,447
15,547 16,442 18,022 17,144 16,903 18,173 17,889 17,655 18,126 18,322 17,222 17,782 209,225

85,153
2,449
5,198
17,000
983
4,091
16,847
14,803
263
59,736
206,523

(2,881)
156
23
()
(5)
28
110
(433)
12
289
(2,702)

84,043
1,903
4,928
13,939
825
3,758
123
13,553
12,329
200
59,285
194,886

(3,991)
(391)
(247)
(3,061)
(163)
(305)
123
(3,184)
(2,907)
(51)
(162)
(14,339)

(10,731)
162
(10,569)

45
141
(22)
(919)
2
87
(666)

1,768
(10,623)
102
(726)
(1,097)
(2,011)
(26,317)

(1,723)
34
38
(194)
1,099
2,098
15,082

($10,650) ($42,470)

($3,193)

Other Income/(Expense)
Investment Income
3
Interest Expense
(811)
Capitalized Interest
Change in Valuation of Swap
Other Income/Expense
(82)
Unrealized Gain on Investment
(303)
Net Other Income (Expense) (1,193)
Net Income (Loss)
2016 Headcount
Approved Budgeted Positions
Forecast Including Vacancy
Total Forecast Positions
Headcount Vacancy

NRR Over / (Under) Recovery

3
39
(819)
(817)
(919)
(2)
87
(6)
396
(824) (1,215)

(926)
(926)

(926)
(926)

(926)
34
(892)

(903)
(903)

(902)
(902)

(902)
46
(856)

(886)
(886)

(885)
(885)

45
(885) (10,590)
59
139
(919)
2
87
(826) (11,236)

($1,248) ($3,472) ($4,796) ($4,187) ($3,465) ($4,655) ($4,206) ($3,538) ($3,895) ($4,612) ($3,546) ($4,045) ($45,663) ($35,013)
#######
600
574
574
-5%

600
569
569
-5%

600
564
564
-6%

600
570
570
-5%

600
576
576
-4%

599
576
602
-4%

599
582
612
-5%

599
582
612
-5%

599
582
612
-5%

$4,013 $1,339 ($5,281) $1,169 $1,806 ($5,985) $1,061 $1,332 ($4,036)
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599
582
612
-5%

599
582
612
-5%

599
582
612
-5%

($5,748) $143,826
(1,904)
27,891
1
975
369
6,040
(7,282) 178,733

$1,086
(2,274)
(476)
(2,271)
(3,935)

599
582
612
-5%

$671 $1,613 ($4,208) ($6,507)
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Southwest Power Pool
Current Month Financial Overview
March 31, 2016
(in thousands)

Current Month Compared to Forecast YTD Actual Compared to YTD Budget
Mar-2016 Mar-2016
Variance
Mar-2016 Mar-2016 Variance
Actual
Forecast
Fav/(Unfav)
Actual
Budget Fav/(Unfav)

FY Forecast Compared to FY Budget
FY 2016
FY 2016
Variance
Forecast
Budget Fav/(Unfav)

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

$12,035
1,995
42
369
14,441

$12,061
2,005
42
317
14,425

($26)
(10)
()
52
16

$35,536
6,982
122
1,087
43,727

$37,665
7,336
121
1,227
46,349

($2,129)
(354)
1
(140)
(2,622)

$144,912
25,617
499
3,769
174,797

$150,660
27,520
498
3,400
182,079

($5,748)
(1,904)
1
369
(7,282)

Expense
Salary & Benefits
Employee Travel
Administrative
Assessments & Fees
Meetings
Communications
Maintenance
Services
Regional State Committee
Depreciation & Amortization
Total Expense

8,493
162
280
1,417
61
323
1,171
1,347
21
4,747
18,022

7,542
190
266
1,417
49
334
1,161
1,346
22
4,917
17,244

(950)
28
(14)
(0)
(11)
11
(10)
(1)
1
169
(777)

22,182
432
705
4,250
212
984
3,294
3,456
54
14,443
50,011

21,332
601
1,067
4,250
235
1,023
4,212
3,833
66
14,731
51,349

(850)
170
362
(0)
22
39
918
377
12
289
1,338

88,034
2,293
5,175
17,000
988
4,063
16,737
15,236
252
59,447
209,225

85,153
2,449
5,198
17,000
983
4,091
16,847
14,803
263
59,736
206,523

(2,881)
156
23
()
(5)
28
110
(433)
12
289
(2,702)

Other Income/(Expense)
Investment Income
Interest Expense
Capitalized Interest
Change in Valuation of Swap
Other Income/Expense
Unrealized Gain on Investment
Net Other Income (Expense)

39
(817)
(919)
87
396
(1,215)

(947)
22
(924)

39
129
(22)
(919)
87
396
(291)

45
(2,447)
(919)
2
87
(3,232)

(2,588)
22
(2,566)

45
141
(22)
(919)
2
87
(666)

45
(10,590)
139
(919)
2
87
(11,236)

(10,731)
162
(10,569)

45
141
(22)
(919)
2
87
(666)

($4,796)

($3,743)

($1,053)

($9,516)

($7,566)

($1,950)

($45,663)

($35,013)

($10,650)

564

567

(3)

564

600

(36)

599

(17)

Net Income (Loss)
Headcount

582 *

* Headcount forecast includes vacancy. Total number of positions is 612 as compared to the budget of 599.
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Southwest Power Pool
Balance Sheet
March 31, 2016
(in thousands)

3/31/2016
ASSETS
Current Assets
Cash & Equivalents
Restricted Cash Deposits
Accounts Receivable (net)
Other Current Assets
Total Current Assets

12/31/2015

Net Change

$101,018
203,534
29,859
16,673
$351,084

$42,003
196,918
39,789
8,420
$287,131

$59,016
6,616
(9,930)
8,252
$63,953

124,876
2,542
9,484

136,480
6,051
9,352

(11,605)
(3,509)
132

$487,986

$439,014

$48,972

$41,366
214,072
23,760
47,199
5,951
332,348

$30,609
196,918
21,944
44,092
2,000
5,318
300,881

$10,757
17,154
1,816
3,107
(2,000)
633
31,466

3,084
60,426
49,000
102,500
37,000
5,226
37,333
294,569

3,135
60,722
50,750
75,000
37,000
5,674
35,267
267,548

(51)
(296)
(1,750)
27,500
(448)
2,066
27,021

Net Income
Members' Equity
Total Members' Equity

(9,516)
(129,415)
(138,931)

(42,470)
(86,945)
(129,415)

32,954
(42,470)
(9,516)

Total Liabilities & Equity

$487,986

$439,014

$48,972

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
Line of Credit
Deferred Revenue
Total Current Liabilites
Long Term Liabilities
US Bank Maumelle Mortgage - 2027
Campus 4.82% Senior Notes - 2042
Integrated Marketplace 3.55% Senior Note - 2024
Senior Notes - 2024
Senior Notes - 2025
Capital Lease Obligation
Other Long Term Liabilities
Total Long Term Liabilities
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Southwest Power Pool
Headcount Analysis
March 31, 2016
Current Month Actual vs. Budget
Actual
Budget
Over/(Under)
Mar-2016
Mar-2016
Budget

Year End Forecast vs. Budget
2016
2016
Over/(Under)
Forecast
Budget
Budget

Officers
Accounting
Credit
Settlements
Administration

11
10
4
22
47

11
11
4
24
50

0
(1)
0
(2)
(3)

11
11
5
23
50

11
11
4
24
50

0
0
1
(1)
0

Interregional Affairs
Compliance
Project Management
Training
Customer Service
Process Management
Internal Audit
Process Integrity

2
11
12
11
9
3
6
54

4
11
14
11
9
4
6
59

(2)
0
(2)
0
0
(1)
0
(5)

2
13
13
11
9
0
7
55

4
11
14
11
9
3
6
58

(2)
2
(1)
0
0
(3)
1
(3)

Operations

155

161

(6)

161

161

0

Information Technology

138

146

(8)

155

146

9

Engineering

67

76

(9)

78

76

2

Regulatory Policy & General Counsel

37

40

(3)

41

40

1

Corporate Services

28

28

0

28

28

0

Market Design

7

7

0

7

7

0

Interregional Relations

3

3

0

3

3

0

Communications & Gov't Affairs

4

5

(1)

6

5

1

SPP Regional Entity

24

28

(4)

28

28

0

Open Positions / Adjustments

0

(3)

3

(30)

(3)

(27)

Total Headcount

564

600

(36)

582

599

(17)

Headcount changes:
2016 Approved positions
Unidentified positions to be eliminated
2016 Budgeted positions
Incremental out-of-budget positions
Remaining unidentified eliminations
2016 Current total positions
Vacancy factor (open positions)
2016 Forecast including vacancy

602
(3)
599
11
2
612
(30)
582
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Southwest Power Pool
2016-2018 Capital Project Forecast
March 31, 2015
(in thousands)
Prior
Year(s)
2016 New Projects
EMS Software & OS Upgrade
TTSE Dispatcher Training Simulator
PMU Data Exchange
Z2 Crediting P2 and P3
Identity and Access Management System
Local Reliability Assessment
2-Factor Authentication (Part 2 of 2 - Software Development)
FERC 676-H NITS Web Oasis Modification
Liferay Portal Replacement
Circuit Redesign
ICCP Software & OS Upgrade
Voltage Stability Tools
ProLaw Upgrade
Total 2016 New Projects

2015
Actual

2016
Forecast

$

- $

- $

$

- $

$

1,301 $
351
1,652 $

2017
Forecast

2018
Forecast

Total
Forecast

Total
Budget

Over /
(Under)

- $

- $
210
446
349
208
194
123
83
80
9
23
1,726 $

2,782 $
3,207
116
200
361
500
17
8
35
20
1
7,246 $

2,380 $ 5,162 $ 5,162 $
400
3,817
3,817
1,326
1,888
1,888
200
749
749
100
669
692
500
500
194
194
123
108
100
100
8
96
96
27
62
62
29
30
1
24
24
4,442 $ 13,414 $ 13,422 $

(0) 0%
(0) 0%
(0) 0%
(0) 0%
(23) -3%
0%
(0) 0%
15 14%
(0) 0%
0
0%
0
1%
(1) -2%
(0) 0%
(8)

436 $
1,247
1,683 $

4,588 $
224
4,812 $

570 $
2,936
3,506 $

- $ 6,895 $ 7,708 $
900
3,836
3,836
1,822
1,643
900 $ 12,554 $ 13,188 $

(813) -11%
0%
179 11%
(634)

Carryover Projects
Enhanced Combined Cycle - Gas Day (1)
Transmission Settlements Upgrade ETSE3
Z2 Crediting P1 (2)
Total Carryover Projects

$

Notes:
(1) A portion of contingency expense was removed from the Enhanced Combined Cycle - Gas Day project forecast based on executed SOWs at this point. This
change is the main driver in the favorable variance to budget.
(2) The project for Z2 Crediting P1 was established in early 2012 at an estimated cost of $295. Ongoing challenges in establishing requirements resulted in an
impairment loss ($351) and additional expense to settle with the previous vendor in 2015. A new vendor was selected to move forward with the project.
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Southwest Power Pool
2016-2018 Capital Project Forecast
March 31, 2015
(in thousands)
Prior
Year(s)
Foundation
(3)
IT Foundation
Other (Non-IT) Department Foundation
Ops Foundation
Facilities Foundation
(4)
Settlements Foundation
Total Foundation
Total Capital Project Expense

2015
Actual

2016
Forecast

$

- $

- $

$

- $

$

1,652 $

2017
Forecast

2018
Forecast

Total
Forecast

Total
Budget

Over /
(Under)

- $

10,933 $
2,219
2,832
718
65
16,767 $

14,675 $
1,230
2,818
220
250
19,193 $

11,005 $ 36,613 $ 35,160 $ 1,453
4%
1,130
4,579
4,560
19
0%
3,043
8,693
8,494
199
2%
250
1,188
1,193
(5) 0%
250
565
750
(185) -25%
15,678 $ 51,638 $ 50,157 $ 1,481

1,683 $

23,305 $

29,945 $

21,020 $ 77,605 $ 76,767 $

838

1%

3) The timing of receipt/recording of IT equipment purchases causes a variance of approximately $1.2 million in the IT Foundation budget for 2016, however these
purchases were expected to be received in 2015 and were included in the 2015 budget. These purchases are now included in the 2016 forecast. The 2015 budget
also included approximately $1.6 million for hardware/software foundation costs primarily related to data storage and technology refresh that was deferred to 2016
due to resource constraints and/or other timing issues. Although these specific activities are still planned for 2016, the forecast does not reflect the additional $1.6
million spend at this time. The pipeline of foundation projects is under review to determine whether or not other foundation projects will have to be delayed in order to
accommodate the carryover workload. Future forecasts will be adjusted accordingly based on the outcome.
4) A portion of the Settlements Foundation and Operations Foundation is covered by a two-year vendor contract with shared resources. The majority of Settlements
enhancements were complete in 2015 therefore the funds budgeted for Settlements in 2016 will instead be allocated for Operations enhancements.
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Southwest Power Pool
2016-2018 Capital Project Forecast
March 31, 2015
(in millions)

2016-2018 Total Project Budget vs. Forecast
$60.0
$50.0

$51.6

$50.2

$40.0

$30.0

143900

$20.0

$13.2

$13.4

$12.6

$13.4

$10.0

Total

$0.0
Foundation

Carry-Forward
Total Budget

Total Project Budget vs. Forecast
$76.8

New Projects

Total Forecast

Project-to-Date vs. Remaining Forecast

$77.6
$6.1

$71.5
Project-to-Date

Total Budget

Remaining Forecast

Total Forecast
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CORPORATE METRICS
1st Quarter 2016
April 18, 2016
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Southwest Power Pool
Corporate Metrics
Dashboards
Transmission and Markets
Financial
Studies
Transmission & Market Indicators
TCR/ARR Summary
1
Congestion
2
Regional Control Performance
3
Prices
4
Make Whole Payments / Revenue Neutrality Uplift
5
Virtual Activity
6
Capacity and Commitments
7
Financial Metrics
F.1. Admin Fee Measurement
F.2. Credit
F.3. Settlement Disputes
F.4. Human Resources
Performance Metrics
P.1. Regional Entity Compliance
P.2. System Performance
P.3. Transmission Service Studies
P.4. Generation Interconnection Studies
P.5. Strategic Plan
Metrics Definitions
Supplement - Regulatory Activity Update & Outlook
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 (SPP) makes no representation 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, 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) a loss of business or other consequential loss or damage whether or not resulting from any of the foregoing.
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Transmission & Market Indicators

Millions

1a. ARR Funding Summary
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TCR Revenue
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ARR Funding
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Cumulative Funding Percent - Current Year
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1b. TCR Funding Summary
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Millions
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-20%

TCR Funding
Funding Percent
Cumulative Funding Percent - Current Year
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Transmission & Market Indicators

1,000
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1,000

0

Hours in CME

Hours in TLR

2a. Congestion - TLR / CME Time

0

Level 5B
in hours

Level 5A

Level 4

Level 3B

Level 3A

CME Time (loading >90%)
2013

2014

2015

12 mo

Level 3A

389

289

153

210

110

96

111

57

31

128

61

22

19

112

83

306

270

138

87

Level 3B

34

16

15

18

6

7

11

5

1

13

8

5

3

5

15

17

16

12

8

Jan 15

Level 4
Level 5A
Level 5B
Total TLR Time

CME Time
(loading >90%)

Feb 15

Mar 15

Apr 15

May 15

Jun 15

Jul 15

Aug 15

Sep 15

Oct 15

Nov 15

Dec 15

Jan 16

Feb 16

Mar 16

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

4

1

141

87

27

9

5

39

34

39

29

80

2

33

7

152

45

84

69

-

44

40

4

4

2

4

0

5

8

4

3

1

0

4

2

2

1

5

6

3

3

568

396

197

241

121

147

164

105

64

222

71

64

31

271

144

415

362

197

137

3,172

2,216

1,798

1,826

1,979

2,291

2,779

3,134

3,475

4,407

3,598

3,036

3,142

3,094

2,767

2,351

2,705

2,809

2,961

Monthly Average in Hours

600

Monthly Average Level 3
TLR (hrs)

20

Monthly Average Level 4
TLR (hrs)

CME Time (loading >
90%) (hrs)

2,000
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8

200

3,000
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400
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40
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-
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-
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2b. Congestion - Congested Intervals (RTBM)
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20%
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2014
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12 mo

Uncongested
Intervals

24%

22%

30%

16%

27%

24%

12%

9%

3%

3%

5%

7%

11%

9%

16%

14.6% 17.0% 15.1% 11.8%

Intervals with
Binding Only

67%

68%

52%

65%

56%

65%

72%
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79%

50%

51%

71%

70%

73%

58%

78.6% 69.1% 64.0% 65.1%

9%

10%

17%

20%

17%

11%

16%

18%

18%

47%

44%

23%

19%

18%

26%

6.8% 14.0% 20.9% 23.1%

Intervals with a
Breach

Average

Interval = 5 minutes
40%

Uncongested Intervals

30%

100%

Intervals with Binding Only

25%

80%

20%

60%

15%

40%

10%

20%

5%

Intervals with a Breach

Figures prior to March 2014
are from the Energy
Imbalance Service market.
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0%
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2b. Congestion - Congested Intervals (DAMKT)
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Transmission & Market Indicators
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0%
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2c. Price Contour Map (April 2015 - March 2016)
Real-Time

Transmission & Market Indicators

Day-Ahead
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$60

60%

$50
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$40

40%

$30

30%

$20

20%

$10

10%

$0

0%

DA Average Shadow Price
Flowgate Name
WDWFPLTATNOW
OSGCANBUSDEA
TUBDOBBENGRI ^
SHAHAYPOSKNO
WODFPLWODXFR
NEORIVNEOBLC
BULMIDBUFNOR ^
NPLSTOGTLRED
SHAHAYKNOXFR
ARCKAMARCNOR

Region
Western Oklahoma
Texas Panhandle
East Texas
Central Kansas
Western Oklahoma
SE Kansas
Arkansas-Missouri border
Western Nebraska
Central Kansas
Oklahoma

* SPP Market-to-Market flowgate
^ MISO Market-to-Market flowgate
SPP Corporate Metrics - 1st Quarter 2016

RT Average Shadow Price

DA % Intervals Congested

% Congested

Shadow Price ($/MWh)

Transmission & Market Indicators

2d. Congestion - Flowgates (April 2015 - March 2016)

RT % Intervals Congested

Flowgate Location
Woodward-FPL Switch (138) ftlo Tatonga-Northwest (345)
Osage Switch-Canyon East (115) ftlo Bushland-Deaf Smith (230)
Tubular-Dobbins (138) ftlo Dobbin-Grimes (138)
South Hays-Hays (115) ftlo Post Rock-Knoll (230)
Woodward-FPL Switch (138) ftlo Woodward Xfmr (138/69)
Neosho-Riverton (161) ftlo Neosho-Blackberry (345)
Bull Shoals-Midway (161) ftlo Buford-Norfork (161)
North Platte-Stockville (115) ftlo Gentleman-Red Willow (345)
South Hays-Hays (115) ftlo Knoll Xfmr (230/115)
Arcadia-Jones KAMO (138) ftlo Arcadia-Northwest Station (345)

25 of 637
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2d. Congestion - Flowgates (April 2015 - March 2016)

Transmission & Market Indicators

Flowgate Name

Region

Flowgate Location

Projects that may provide mitigation

WDWFPLTATNOW

Western
Oklahoma

Woodward - FPL Switch (138) ftlo
Tatonga - Northwest (345)

1. Matthewson - Tatonga 345 kV Ckt 2 (June 2017 – ITP10)
2. Elk City - Red Hills 138 kV Ckt 1 Reconductor (June 2015, ITPNT)

OSGCANBUSDEA

Texas
Panhandle

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

Canyon East Sub –Randall County Interchange 115 kV line (March 2018 –
Aggregate Studies)

TUBDOBBENGRI ^

Entergy East Texas

Tubular-Dobbins (138) ftlo DobbinGrimes (138)

No projects identified at time of report publication.

SHAHAYPOSKNO

Central Kansas

South Hays - Hays (115) ftlo Post
Rock-Knoll (230)

Hays Plant - South Hays 115 kV Ckt 1 (June 2016 - ITPNT)

WODFPLWODXFR

Western
Oklahoma

Woodward-FPL Switch (138) ftlo
Woodward Xfmr (138/69)

1. Matthewson - Tatonga 345 kV Ckt 2 (June 2017 – ITP10)
2. Woodward - Tatonga 345 kV Ckt 2 (March 2021 - ITP10)

NEORIVNEOBLC

SE Kansas

Neosho - Riverton (161) ftlo Neosho No projects identified at time of report publication.
Blackberry (345)

BULMIDBUFNOR ^

Bull Shoals-Midway (161) ftlo BufordArkansasNo projects identified at time of report publication.
Missouri border Norfork (161)

NPLSTOGTLRED

Western
Nebraska

SHAHAYKNOXFR

Central Kansas

ARCKAMARCNOR

Oklahoma

North Platte-Stockville (115) ftlo
Gentleman-Red Willow (345)

1. Gentleman – Cherry Co. – Holt 345 kV (June 2018 – ITP10)
2. Thedford 345/115 kV transformer (June 2018 – HPILS)

South Hays - Hays (115) ftlo Knoll
Xfmr (230/115)

Hays Plant - South Hays 115 kV Ckt 1 (June 2016 - ITPNT)

Arcadia-Jones KAMO (138) ftlo
Arcadia-Northwest Station (345)

No projects identified at time of report publication.

* SPP Market-to-Market flowgate
^ MISO Market-to-Market flowgate
SPP Corporate Metrics - 1st Quarter 2016
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3a. Balancing Authority Report - CPS Performance

200%
CPS1
(statistical measure of 1 minute average ACE vs. Frequency)

150%

Marketplace Indicators
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> 120%
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3b. Balancing Authority Report - BAAL Performance

10

BAAL Performance

8

Marketplace Indicators
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$14
AECC/AECC
AEPM_X/AEPM
BEPM/BEPM
BEPM/NMCA_X
CHAN/CHAN
EDEP/EDEP
FREM/FREM
GRDX/GRDX
GSEC/GSEC
HMMU/HMMU
INDN/INDN
KBPU/KBPU
KCPS/KCPS
KCPS/UCU
KMEA/EMP1_X
KMEA/EMP2_X
KMEA/EMP3_X
KMEA/EUDO_X
KPP/KPP
LESM/LESM
MEAN/FCU_X
MEAN/MEAN
MEAN/NCU_X
MEAN/NELI_X
MECB/MECB
MEUC/MEUC
MIDW/MIDW
MRES/MUMZ_X
NSPP/NSPP
NWPS/NWMT_X
NWPS/NWPS
OGE/OGE
OMPA/OMPA
OPPM/OPPM
OTPW/OTPR_X
REMC/CWEP
SEPC/SEPC
SPSM/SPSM
TEA/NPPM
TEA/SPRM
TNSK/GATE_X
TNSK/TNGI_X
TNSK/TNHP_X
TNSK/TNHU_X
UGPM/MMPA_X
UGPM/OTP_X
UGPM/SMGT_X
UGPM/UGPM
WFES/WFES
WRGS/1073
WRGS/COWP
WRGS/KN01
WRGS/PARL
WRGS/PBEL
WRGS/PLWC
WRGS/WRGS

MP/AO

LMP ($/MWh)

Transmission & Market Indicators
4a. Price - April 2015 - March 2016
$26

$24

$22

20.49

$20
19.84

$18

$16

SPP Corporate Metrics - 1st Quarter 2016

DAMKT LMP
SPP DAMKT Average
RTBM LMP
SPP RTBM Average

Data from Integrated System entities begins October 1, 2015.
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0.0

AECC/AECC
AEPM_X/AEPM
BEPM/BEPM
BEPM/NMCA_X
CHAN/CHAN
EDEP/EDEP
FREM/FREM
GRDX/GRDX
GSEC/GSEC
HMMU/HMMU
INDN/INDN
KBPU/KBPU
KCPS/KCPS
KCPS/UCU
KMEA/EMP1_X
KMEA/EMP2_X
KMEA/EMP3_X
KMEA/EUDO_X
KPP/KPP
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MEAN/FCU_X
MEAN/MEAN
MEAN/NCU_X
MEAN/NELI_X
MECB/MECB
MEUC/MEUC
MIDW/MIDW
MRES/MUMZ_X
NSPP/NSPP
NWPS/NWMT_X
NWPS/NWPS
OGE/OGE
OMPA/OMPA
OPPM/OPPM
OTPW/OTPR_X
REMC/CWEP
SEPC/SEPC
SPSM/SPSM
TEA/NPPM
TEA/SPRM
TNSK/GATE_X
TNSK/TNGI_X
TNSK/TNHP_X
TNSK/TNHU_X
UGPM/MMPA_X
UGPM/OTP_X
UGPM/SMGT_X
UGPM/UGPM
WFES/WFES
WRGS/1073
WRGS/COWP
WRGS/KN01
WRGS/PARL
WRGS/PBEL
WRGS/PLWC
WRGS/WRGS

MP/AO
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4b. Price Volatility - April 2015 - March 2016
1.6

1.4

1.2

1.0

0.8
0.68

0.6

0.4
0.37

0.2

DAMKT Volatility
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SPP DAMKT Volatility
RTBM Volatility
SPP RTBM Volatility

Data from Integrated System entities begins October 1, 2015.
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4c. Electricity/Gas Cost Comparison

$0

Gas (PEPL)

Dec 15

Jan 16

Feb 16

Mar 16

25.15

24.22

21.96

21.60

22.84

24.76

28.21

25.58

22.45

20.38

19.35

17.52

20.17

17.32

14.75

23.84

24.12

20.46

20.66

21.73

24.20

26.30

23.78

21.97

18.79

19.19

17.16

20.05

16.26

16.06

2.81

2.56

2.50

2.29

2.58

2.54

2.68

2.59

2.52

2.22

2.00

1.90

2.20

1.84

1.53
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Transmission & Market Indicators

4d. Price Divergence
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5a. Revenue Neutrality Uplift

$6,000

Transmission & Market Indicators

in thousands $

$4,000

$2,000

$0

-$2,000

-$4,000

-$6,000

in thousands $

Total Uplift

Jan 15

3,470

Feb 15

279

Mar 15

-2,790

Apr 15

May 15

4,231

1,984

Jun 15

Jul 15

2,575

3,409

Aug 15

2,913

Sep 15

1,957

Oct 15

4,172

Nov 15

3,193

Dec 15

-539

Jan 16

-22

Feb 16

-345

Mar 16

942

2013
-7,553

2014

2015

11,906

24,853

12 mo
24,469

Total

in thousands $

$30,000

Revenue Neutrality Uplift (RNU) ensures settlement payments/receipts for each
settlement interval equal zero.

$20,000

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

$10,000

$0

-$10,000

2013

2014
-3000

SPP Corporate Metrics - 1st Quarter 2016

2015
-3000

-3000

12 mo
-3000

-3000

-3000

-3000

-3000

-3000

-3000

-3000

-3000

-3000
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5a. Revenue Neutrality Uplift
in thousands $

Feb 15

Mar 15

Apr 15

May 15

Jun 15

Jul 15

Aug 15

Sep 15

Oct 15

Nov 15

Dec 15

Jan 16

Feb 16

Mar 16

DA Revenue Inadequacy

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

RT Revenue Inadequacy

73

47

174

14

72

39

27

6

61

62

26

-21

14

5

20

4

3

21

50

15

41

7

131

16

125

33

69

92

40

17

-20

-72

-127

-51

44

48

127

62

52

42

36

-70

-170

-1

-46

0 -4,337 -1,873 -1,744

254

-71

217

-378

-143

901

-964 -1,473 -1,115

-599

42 1,450 1,584

985

RT OOME MWP
RT Regulation Deployment Adj
RT JOA Adj

Transmission & Market Indicators

Jan 15

0

RT Congestion Adj

3,458

279 1,149 5,299 3,046 1,516 2,253 1,935 1,918 3,373 1,792

SUBTOTAL

3,514

256 -3,120 3,439 1,432 1,898 2,344 2,350 1,670 3,460 2,789

-945

-87

513

377

-23

-404

-405

-65

859

-565

279 -2,772 4,256 1,984 2,573 3,410 2,905 1,957 4,172 3,193

-539

-22

-345

942

Less RT Net Inadvertent Adj
TOTAL RNU

44
3,470

-348

-817

-552

-675 -1,066

-554

-287

-712

* This table is based on the latest available settlements data and is subject to change due to resettlement.

34 of 637
SPP Corporate Metrics - 1st Quarter 2016

20

Transmission & Market Indicators

5b. Make Whole Payments
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Transmission & Market Indicators

5c. Make Whole Payment Distribution
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Transmission & Market Indicators

6. Virtual Activity
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Transmission & Market Indicators

7a. Excess Capacity
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Transmission & Market Indicators

7b. Source of Commitment
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Financial Metrics

F.1.1. Admin Fee Measurement
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Financial Metrics

F.1.2. Admin Fee Measurement
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Financial Metrics

F.1.3 Admin Fee Measurement
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Financial Metrics

F.1.4. Admin Fee Measurement
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F.2. Credit
% of Late Transmission Payments

9%
6%
3%

Financial Metrics

% Late Payments
in thousands
Late Market
Payments
Total Market
Payments
% Late Payments

$800

Apr 15

May 15

Jun 15

Jul 15

Aug 15

Sep 15

Nov 15

Dec 15

Jan 16

Feb 16

Mar 16

12 mo

$0

$579

$54

$0

$1,289

$0

$996

$47

$932

$3,666

$1

$7,628

$41,098

$39,967

$28,523

$40,179

$42,699

$32,757

$43,120

$43,984

$60,945

$39,754

$37,179

$41,435

$491,640

0.2%

0.0%

2.0%

0.1%

0.0%

3.9%

0.0%

2.3%

0.1%

2.3%

9.9%

0.0%

1.6%

Apr 15

May 15

Jun 15

Jul 15

Aug 15

Sep 15

Oct 15

Nov 15
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$563
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$2,438

$64,205

$51,558

$12,662

$72,598

$62,588

$53,268

$64,394

$50,835

$63,801

$52,889

$44,721

$38,378

$631,897

0.1%

0.2%

1.6%

0.0%

0.0%

1.1%

0.0%

2.8%

0.1%

0.0%
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0.0%

0.4%
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in thousands
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F.3. Settlement Disputes
75

75

Financial Metrics

Total # of Open Disputes (at month-end)

Average Days Outstanding (granted in month)

60

60

45

45

30

30

15

15

-

-

125

$160

# of Resettlements (published in month)

Average Dispute Amount (granted in month)
100

$120

75
$80
50
$40
25

$0

-

Jan 15

Feb 15

Mar 15

Apr 15

May 15

Jun 15

Jul 15

Aug 15

Sep 15

Oct 15

Nov 15

Dec 15

Jan 16

Feb 16

Mar 16

Total # of Open Disputes (at
month-end)

11

12

13

25

22

30

11

15

7

12

10

12

8

10

15

Average Days Outstanding
(granted in month)

7

11

5

19

16

24

16

18

16

9

8

18

4

9

5

$0.1

$0.9

$8.7

$0.3

$8.6

$0.8

$1.8

$0.0

$3.3

$9.7

$6.8

$10.1

$3.4

$6.7

56

62

16

5

47

80

73

77

80

35

55

65

80

Average Dispute Amount
(granted in month)
# of Resettlements
(published in month)

102

$105.6

50
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F.4.1. Human Resources
10%

20

Rolling 4 Qtr Turnover Rate

Quarterly Turnover Rate

16

8%

12

6%

1.94%

6.13%

5.96%

5.95%

5.98%

Q2.15

Q3.15

Q4.15

Q1.16

1.58%

Financial Metrics

8

1.23%

4%

1.22%

2%

4

0%

0
Q2.15

Q3.15

Q4.15

Q2.15

Q4.15

Q1.16

9

7

7

11

1.58%

1.23%

1.22%

1.94%

# of Separations
Quarterly TO Rate

Q3.15

Q1.16

Annualized TO Rate

Q2.15

Q3.15

Q4.15

Q1.16

6.13%

5.96%

5.95%

5.98%
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F.4.2 Human Resources
60

Vacancy Rate

8.16%

50

40

30

4.53%

4.36%

4.02%

Financial Metrics

20

10

0
Q2.15

Q3.15

Q4.15

Q2.15
Openings
Vacancy Ratio

Q3.15

Q1.16
Q4.15

Q1.16

27

26

24

50

4.53%

4.36%

4.02%
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P.1. SPP Regional Entity Compliance

Performance

Period End Open Caseload

Violations

300

300

200

200

100

100

0

0
2011

2012

2013

2014

2011

2012

2015

2013

2011

2016

2012

New

2014

2015

2013

Processed

2014

2015

2016

Dismissed

2016

Starting Caseload
New Violations

268
239

245
173

178
191

195
126

134
64

109
10

Processed by SPP RE

187

197

134

143

75

16

Dismissed by SPP RE

75

43

40

44

14

3

Ending Caseload

245

178

195

134

109

100

Cumulative Violations

687

860

1,051

1,177

1,241

1,251
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Performance

P.2.1. IT System Performance
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Performance

P.2.2. Operational System Availability
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Performance

P.2.3. System Availability
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Performance

P.3. Transmission Service Studies
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P.4.1. Generation Interconnection Studies
Generation Interconnection MW - In Progress

20,000

16,000

MW

12,000

8,000

4,000

1Q 15

2Q 15

Performance

Transfer IS Queue

3Q 15

2011 Studies

2012 Studies

4Q 15

2013 Studies

2014 Studies

1Q 16

2015 Studies

2016 Studies

MW
In Progress

1Q 15

2Q 15

3Q 15

Transfer IS Queue
DISIS-2011-001

200

DISIS-2012-002

180

DISIS-2013-001

284

DISIS-2013-002

1,490

DISIS-2014-001

641

4Q 15

496

2,873

2,137

200

426

DISIS-2014-002

3,482

2,401

2,638

DISIS-2015-001

1,317

5,205

5,020

DISIS-2015-002

10,032

DISIS-2016-001
PISIS-2014-002

1,156

PISIS-2015-001

300

300
201

201

2,349

711

400

FCS-2015-002

172

FCS-2015-003

600

FCS-2015-004

275

FCS-2016-001
TOTAL

9,105
1,130

PISIS-2015-002
FCS-2015-001

1Q 16

496

9,150
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8,704

8,833

2,000

430

17,951

14,210
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P.4.2. Schedule of Commerical Operation Dates for Upcoming Generation Interconnection Agreements
as of March 31, 2016
5

3,000

2,500
4

GW Capacity

MW Capacity

2,000

1,500

2

500
1
0
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

Performance

1,000

3

2016

2017

2018

Commercial Operation Month

0
2016

2017

2018

Commercial Operation Year

Charts above reflect Executed Generation Interconnection Agreements (GIA’s) with upcoming Commercial Operation Date (COD) milestones by year and month.
Data based on Queue Status of “IA Fully Executed / On Schedule”,

MW Capacity
IA Fully Executed / On Suspension

1,872.1

IA Fully Executed / On Schedule

7,120.1

Total Scheduled or Suspended Generation

8,992.2
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Performance

P.5. Strategic Plan
as of March 31, 2016
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Performance

P.5. Strategic Plan
as of March 31, 2016
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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.
Reliability Performance Indicators
This sub-group of metrics is designed to measure the operations of the transmission system from a reliability perspective.

• How well-funded are Transmission Congestion Rights (TCR). (see TCR/ARR Summary)
• How much time was congested during the period. (see Congestion)
• Was the system operated in compliance with the relevant control performance standards? (see Regional Control Performance)

1.

2.

TCR/ARR Summary

Congestion

SPP Corporate Metrics - 1st Quarter 2016

TCR/ARR funding is derived as follows:
1.
Day-ahead revenue is collected daily
2.
TCR holders are paid daily based on awarded TCR MW and Day-ahead clearing prices
a. Uplift is charged daily
b. Surpluses are redistributed Monthly and Annually
3.
TCR revenue is collected daily based on TCR MW and TCR ACPs (consistent through
month/season)
4.
ARR holders are paid daily based on ARR MW and TCR ACPs (consistent
through month/season)
a. Uplift is charged daily
b. Surpluses are redistributed Monthly and Annually
2a. 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
• CME (Congestion Management Events) where loading is greater than 90% (in hours)
2b. Congested Intervals
Percent of intervals binding (flow = System Operating Limit [SOL]), breached (flow > SOL) and
• congested (either binding or breached) during the month. Charts are included for both the Day-Ahead
Market (DAMKT) and the Real-Time Balancing Market (RTBM).
2c. Price Contour Map
Graphic representation of average monthly prices by load area in both the Day-Ahead Market and
• Real-Time Balancing Market since the start of the Integrated Marketplace.
2d. Congestion – Flowgates
Congestion by flowgate ranked by average hourly shadow price in the RTBM for the last 12 months.
• DA values are also included.
Table is included to show top ten most congested flowgates and any potential projects which may
57 of 637
• provide mitigation to the congestion.
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The SPP BA is not subject to CPS, but is subject to BAAL. CPS is reported here for informational purposes
only. Measures the aggregate performance to the NERC CPS (Control Performance Standards) for
SPP. This indicator is set based on the NERC real time control performance standards (known as BAL-001
– Real Power Balancing Control Performance and BAL-002 – Disturbance Control Performance).

3.

Regional Control Performance

• CPS1 requires compliance for 100% of the periods measured within the month.
BAAL - each Balancing Authority shall operate such that its clock-minute average of reporting

• ACE does not exceed for more than 30 consecutive clock-minutes its clock-minute
Balancing Authority ACE Limit (BAAL)

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

• What was the average wholesale price paid in the region and what was its volatility? (see Price)
• How much Revenue Neutrality Uplift was generated during the month? (see Uplift)
• What was the level of available generation offered to the market and EIS related energy sales in the month? (see Market Liquidity)

4.

Price

•

Shows the prices and volatility for both the DAMKT and RTBM for each market participant with load
within the footprint. Also provides an SPP-wide average price for the period reported. Volatility
(measured as the coefficient of variation, which is average divided by the standard deviation) is
shown for each market participant as well as SPP as a whole. A higher volatility indicates more
variability in prices.

• SPP-wide monthly average LMP and the Gas Cost at the Panhandle Eastern Pipeline hub.
•
•
•

4d.

RT-DA Price Deviation

The Absolute Difference is the daily average of the absolute values of the hourly difference between
Day-Ahead Market LMPs and Real-Time Market LMPs
The Average Difference is the daily average of the hourly difference between Day-Ahead Market
LMPs and Real-Time Market LMPs
The Average LMP %Difference is the Absolute Difference divided by the average Day-Ahead LMP.
𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷 = (�

𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷 = (�

𝐷𝐷𝐷𝐷𝐷𝐷

𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎ℎ𝑒𝑒𝑒𝑒𝑒𝑒 𝐿𝐿𝐿𝐿𝐿𝐿𝑝𝑝𝑝𝑝𝑝𝑝 𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠 − 𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎 𝐿𝐿𝐿𝐿𝐿𝐿𝑝𝑝𝑝𝑝𝑝𝑝 𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠 )

|𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎ℎ𝑒𝑒𝑒𝑒𝑒𝑒 𝐿𝐿𝐿𝐿𝐿𝐿𝑝𝑝𝑝𝑝𝑝𝑝 𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠 − 𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎 𝐿𝐿𝐿𝐿𝐿𝐿𝑝𝑝𝑝𝑝𝑝𝑝 𝑠𝑠𝑠𝑠𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡 |)

𝐷𝐷𝐷𝐷𝐷𝐷

𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴 𝐿𝐿𝐿𝐿𝐿𝐿 % 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷 =

𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷
𝑎𝑎𝑎𝑎𝑎𝑎(∑𝐷𝐷𝐷𝐷𝐷𝐷 𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎ℎ𝑒𝑒𝑒𝑒𝑒𝑒 𝐿𝐿𝐿𝐿𝐿𝐿𝑝𝑝𝑝𝑝𝑝𝑝 𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠 )

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

5.

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.
Tracks Make Whole Payments (MWP) for both the Day-Ahead Market and the RUC (Real-Time) with
payments broken down by Fuel Type of the generation receiving the MWP.
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•

5c. MWP Distribution

•
•

6.

Virtual Activity

•
•
•

7a. Excess Capacity

•
•

7b. Source of Commitment

•
•

The All-in Price cost of each MW is broken down into different components associated with different
product or cost distribution.
The DA MWP and RUC MWP make up the MWP distribution per MWh paid out as component of allin cost for each MW of energy.
The Cleared Virtual Profitability is the daily average of the hourly DA LMP minus the hourly averaged
RT LMP multiplied by the cleared virtual transactions from DA and all divided by the absolute value
of the total cleared virtual transactions from DA.
The Monthly Market Index is the monthly average of the cleared virtual profitability.
Volume of Cleared MWh is the daily average of the total cleared virtual transactions in DA.
Excess Capacity is calculated as the MW capacity remaining (on dispatchable resources) that is not
being dispatched for energy or reserved for online operating reserves (Reg Up, Spin, Online
Supplemental). This Excess Capacity is calculated for each unit for every hour and that excess
capacity is assigned to a “Commitment Source” that represents where the unit’s commitment actually
came from. Only excess capacity from the hour of the daily peak generation obligation (averaged by
month) is considered. The final chart only includes those additional commitment changes made by
SPP outside of DAMKT or MP-initiated decisions.
Excess Capacity = Effective Max – Dispatch MW – Cleared Reg Up – Cleared Spin – Cleared
Online Supplemental
Commitments are determined and separated into 5 different cases SELF, MANUAL, ID_RUC,
DA_RUC and DAMKT and are taken from the Current Operating Plan table.
Depending on the process the commitment is made, they are categorized into groups.
For the purpose of the Metrics on the dashboard, the DA_RUC, DAMKT and DBDA commitments
are considered DA commitments fulfilling Real-Time obligation.
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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.

F.1. 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).

F.2. Credit

Metric measures the timeliness of the financial settlements for both transmission billing and 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.

F.3. Settlement Disputes

• The average dispute amount granted in the month.
•

The number of disputes active at the end of 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.

Measures turnover rates, as well as the number of position vacancies, for each quarter.

F.4. Human Resources

•

Turnover rates, on a quarterly basis, as well as annualized.

•

Percentage of positions vacant on a quarterly basis.
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Performance Metrics
The metrics in this group focus on NERC Compliance, System Availability, Studies and the Strategic Plan.

P.1.

SPP RE Compliance

P.2.1. IT System Availability

Measures SPP Regional Entity compliance of all NERC standards. Metrics track the active caseload, as
well as new possible violations and the disposition of reported violations.

Measures availability of SPP IT Systems.

•
•
•
P.2.2. Operational System Availability
•
•
•
•
•

P.2.3. System Availability

•

•
•

STLF – This includes a count of days that the STLF Error has exceeded 1% as of
October 2015.
DAMKT - This portion of the graph includes a count of days that the DAMKT closed past
the deadline as of October 2015.
DARUC – This portion of the graph includes a count of days that DARUC failed to solve
within 4 hours of DAMKT Posting as of October 2015 .
SE/RTLODF - This portion of the graph shows a count of days that the SE solution failed
to solve every 4 seconds as of October 2015.
The metric indicator will be green if the failure counts falls between 0 & 7. The metric
indicator will fall in the yellow category if the count falls between 8 & 14
MTLF - Percentage of time that the Mid-Term Load Forecast Error (Actual Load vs MTLF) was
within 5% for each of the three previous months as well as from Go-Live to Date.
STLF - Percentage of time the Short-Term Load Forecast error (Actual Load vs STLF) was within
1% for each of the three previous months as well as from Go-Live to Date
Day Ahead Market – This portion of the graph shows the percentage of time that the DAMKT
closed on time for each of the three previous months as well as from Go-Live to Date.
Intra Day RUC – This portion of the graph shows the percentage of time that IDRUC studies
successfully ran every four hours for each of the three previous months as well as from Go-Live to
Date.
State Estimator – This portion of the graph shows the percentage of time that there was a SE
solution every four seconds for each of the three previous months as well as from Go-Live to Date.
Real Time Balancing Market – This portion of the graph shows the percentage of time that RTBM
solved and approved successfully every five minutes for each of the three previous months as well
as from Go-Live to Date.
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P.3.

Transmission Service Studies

Dashboard showing status of transmission service studies.

P.4.

Generation Interconnection
Studies

Tracks status of Generation Interconnection Studies by MW, as well as upcoming commercial operation
dates for Generation Interconnection Agreements.

P.5.

Strategic Plan

Tracks status of Strategic Plan initiatives and assignments.
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SPP Tariff/Governing Document Revisions
Docket Number
ER13-366

Short Description
Submission of Tariff Revisions
to Comply with Order No. 1000
Regional Planning and Cost
Allocation Requirements

Summary
On January 15, 2016, LSP Transmission Holdings, LLC and LS Power Transmission, LLC filed their
Petitioner Brief in Case No. 15-1157.

ER13-367

Submission of Revisions to its
Membership Agreement to
Comply with Order No. 1000

On March 8, 2016, the court issued an order scheduling Case No. 14-1281 for oral argument on May 4,
2016.

14-1281
(U.S. Court of Appeals)

Oklahoma Gas and Electric
Company ("OG&E") v. Federal
Energy Regulatory Commission
("FERC") Concerning Orders
Issued in Docket Nos. ER13-366
and ER13-367 Regarding SPP's
Order No. 1000 Regional
Compliance Filings

15-1157
(U.S. Court of Appeals)

LSP Transmission Holdings,
LLC and LS Power
Transmission, LLC v. Federal
Energy Regulatory Commission
("FERC")
Submission of Tariff Revisions
to Comply with Order No. 1000
Interregional Coordination and
Cost Allocation Requirements

and

On January 28, 2016, SPP submitted its informational filing in Docket No. ER13-366 containing the 2015
designations of Short-Term Reliability Projects pursuant to Section I.3.d of Attachment Y of the Tariff.

On March 15, 2016, FERC filed its Brief in Case No. 15-1157.

ER13-1939

On April 5, 2016, SPP, Mid-Kansas Electric Company, LLC, and Sunflower Electric Power Corporation
filed the Joint Brief of Intervenors for Respondent in Case No. 15-1157.

On February 2, 2016, FERC issued an order conditionally accepting SPP's October 1, 2015 compliance
filing related to the SPP-Southeastern Regional Transmission Planning process, effective January 1, 2015,
subject to a further compliance filing.
The Commission found that SPP has not complied with the directive to list either the particular type of
transmission studies that will be conducted or cross-reference the specific provisions in the Tariff that
indicate the type of transmission studies SPP will conduct to evaluate interregional transmission facilities.
The Commission directed SPP to add certain language from SPP's Regional Review Methodology
document into the Tariff.
On March 3, 2016, SPP submitted revisions to Section IV.6 of Attachment O of its Tariff to comply with
the Commission's directives in the order issued on February 2, 2016. An effective date of January 1, 2015
was requested.
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SPP Tariff/Governing Document Revisions
Docket Number
ER14-2553

Short Description
Order No. 681 Compliance
Filing to Implement Long-Term
Congestion Rights ("LTCRs")

Summary
On February 11, 2016, FERC issued an order accepting SPP's compliance filing submitted on October 30,
2015, as amended on December 22, 2015. An effective date of February 1, 2015 was granted.
This order constitutes final agency action.

ER14-2850

Submission of Tariff Revisions
to Facilitate the Integration of
Western Area Power
Administration - Upper Great
Plains Region ("Western-UGP"),
Basin Electric Power
Cooperative ("Basin Electric"),
and Heartland Consumers Power
District ("Heartland")
(collectively the "IS Parties"),
which Jointly Own and Operate
the Integrated System, into the
SPP Regional Transmission
Organization ("RTO")

On January 15, 2016, the KCC filed its Preliminary Statement of Issues in Case No. 15-1447.
On January 28, 2016, FERC issued an order approving the Joint Offer of Partial Settlement resolving all
of Otter Tail Power Company's issues set for hearing in this proceeding.
On January 29, 2016, FERC issued an order approving the Partial Settlement Agreement resolving all of
the Montana Consumer Counsel's issues set for hearing in this proceeding.
On March 24, 2016, SPP filed a Joint Offer of Partial Settlement Agreement to establish a process to
resolve all issues raised by Missouri River Energy Services, Basin Electric, and Heartland in this
proceeding.
On March 31, 2016, Judge Young issued a Certification of Uncontested Partial Offer of Settlement for the
settlement filed on March 24, 2016.

and
ER14-2851

Submission of Bylaws and
Membership Agreement
Revisions

15-1447
(U.S. Court of Appeals)

State Corporation Commission
of the State of Kansas (“KCC”)
v. Federal Energy Regulatory
Commission (“FERC”): Petition
for Review of Orders Issued in
Docket Nos. ER14-2850 and
ER14-2851 Concerning
Integration of the Integrated
System into the SPP Regional
Transmission Organization
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SPP Tariff/Governing Document Revisions
Docket Number
ER15-2265

Short Description
Submission of Tariff Revisions
to Modify Procedures for
Establishing Trading Hubs and
Resource Hubs

Summary
On February 29, 2016, FERC issued an order accepting SPP's October 22, 2015 compliance filing,
effective September 23, 2015, subject to condition. FERC accepted SPP's proposed revisions to section
3.1.6 of Attachment AE of the Tariff relating to bilateral transactions, subject to SPP removing the phrase
"where the Resource Hub was created by the seller associated with the Bilateral Settlement Schedule" in a
compliance filing.
On March 30, 2016, SPP submitted its compliance filing in response to the order issued on February 29,
2016.

ER15-2347

ER16-13

Contract Services Agreement
Between Southwest Power Pool,
Inc. and Western Area Power
Administration
Submission of Tariff Revisions
Regarding Annual Auction
Revenue Right ("ARR")
Allocation

On March 30, 2016, SPP filed a Request for Rehearing of the order issued on February 29, 2016. SPP
stated:
1) the Commission erred in finding that the subject phrase in Section 3.1.6 of Attachment AE is
ambiguous and unsupported;
2) the February 2016 Order constitutes an unexplained departure from precedent; and
3) the February 2016 Order results in unintended consequences that the Commission failed to consider.
A settlement conference was held on March 16, 2016.
The parties are to provide a status update to the Settlement Judge on or before April 15, 2016.
On February 19, 2016, FERC issued an order accepting SPP's tariff revisions to reduce the number of
ARRs made available in the Annual ARR Allocation by placing limits on the percentage of Transmission
System capability used to determine the ARR's simultaneous feasibility, effective January 28, 2016,
subject to a compliance filing.
The Commission found that it is appropriate for SPP to use a 60 percent system capability assumption for
the October through May period in the annual ARR allocation process. The Commission found that using
a 60 percent system capability assumption during the October through May period will better reduce the
need to expand transmission constraint limits during the monthly processes, which contributes to the
Transmission Congestion Rights underfunding problem. SPP was directed to modify proposed section 7.3
of Attachment AE to specify that the transmission provider will make available 60 percent of the
transmission system capability for the fall, winter, and spring seasons during the annual ARR allocation
process. SPP was also directed to revise sections 7.5.2 and 7.7 of Attachment AE, consistent with its
deficiency response.
On March 21, 2016, SPP submitted its compliance filing in response to the order issued on February 19,
2016.
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SPP Tariff/Governing Document Revisions
Docket Number
ER16-165

ER16-483

Short Description
Submission of Tariff
Amendments to Clarify
Treatment of Point-To-Point
Transmission Service ("PTP")
Revenues
Submission of Revisions to
Bylaws Section 6.2 to Expand
the Strategic Planning
Committee

Summary
On January 20, 2016, SPP submitted revisions to Part III, Section 34.1 and Schedule 11 of the Tariff in
compliance with the Commission's order issued on December 30, 2015.

On January 29, 2016, FERC issued an order accepting SPP's revisions to Section 6.2 of the Bylaws to
expand the Strategic Planning Committee by two seats. An effective date of February 7, 2016 was
granted.
This order constitutes final agency action.

ER16-636

ER16-791

Petition for Tariff Waiver
regarding the 365-day Limitation
Period for Modifications to
Settlement Statements as Set
Forth in Section 10.1(3) of
Attachment AE
Submission of Tariff Revisions
for Allocation of Revenues
Resulting from the Settlement
Agreement in Commission
Docket No. EL11-34-002, et al.

On March 17, 2016, FERC issued an order approving SPP's request that the Commission waive the 365day limitation period for modifications to Settlement Statements as set forth in Section 10.1(3) of
Attachment AE of the Tariff. The waiver enables SPP to resettle past Settlement Statements necessitated
in several instances by various computer software design flaws, and in one instance, due to the timing of
the Commission's acceptance of certain Tariff language.
On January 27, 2016, SPP submitted tariff revisions in order to implement procedures governing the
distribution of revenues received by SPP from the Midcontinent Independent System Operator, Inc. and
NRG Energy, Inc. pursuant to the Offer of Settlement and Settlement Agreement accepted by FERC in
Docket Nos. EL11-34-002, et al. An effective date of February 1, 2016 was requested.
Several parties filed comments or protests.
On March 25, 2016, FERC issued an order accepting and suspending in part, and rejecting in part SPP's
tariff revisions. The Commission rejected SPP's proposal to reimburse legal expenses to certain SPP
Transmission Owners in the amount of $456,000. The remaining tariff revisions were accepted,
suspended for a nominal period to become effective February 1, 2016, subject to refund and set for
hearing and settlement judge procedures.

ER16-829

Submission of Revisions to
Bylaws Section 8.4 Monthly
Assessments

The first settlement conference is scheduled to be held on April 21, 2016.
On January 29, 2016, SPP filed revisions to Section 8.4 of the Bylaws to clarify the intent to collect the
monthly assessment from each Member for the portion of their Member load eligible for service but not
currently taking Network Integration Transmission Service or Point-To-Point Transmission Service under
the Tariff. An effective date of March 1, 2016 was requested.
On February 19, 2016, Kansas City Power & Light Company (“KCP&L”) and Nebraska Public Power
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SPP Tariff/Governing Document Revisions
Docket Number

Short Description

ER16-1037

Submission of Tariff Revisions
to Hold Harmless for Manual
Exclusion of Operating Reserves

ER16-1040

Submission of Tariff Revisions
Regarding Cost Eligibility for
Day-Ahead Market and
Reliability Unit Commitment
Make Whole Payments
Submission of Tariff Revisions
to Relax the Minimum Run Time
for Self-Committed Resources
and Accomplish Consistent
Settlement Treatments for such
Resources Committed Beyond
the Self-Commitment Duration
Submission of Tariff Revisions
Regarding Settlement of Costs
Following Substitution of
Operating Reserve Products

ER16-1043

ER16-1050

ER16-1086

Submission of Tariff Revisions
to Provide for Netting of
Transmission Congestion Rights
("TCRs") Credit Portfolio

Summary
District (“NPPD”) filed Limited Comments in response to the proposed waiver submitted by SPP.
KCP&L and NPPD support SPP's waiver request, but state they do not believe a waiver is necessary
because SPP could provide the requested relief, and make KCP&L and NPPD whole, through the existing
resettlement provision in SPP's Tariff.
On March 29, 2016, FERC issued a letter stating SPP's submittal is deficient and that additional
information is necessary to process the filing. SPP's response is due on April 28, 2016.
On February 29, 2016, SPP submitted tariff revisions in order to minimize financial harm to Market
Participants having Asset Owners with Resources clearing Operating Reserve products in the Day-Ahead
Market that are then manually excluded from clearing Operating Reserve products due to a system
reliability condition in the Real-Time Balancing Market. The proposed tariff revisions will allow such
Resources to be included in the out-of-merit Energy (OOME) calculation and compensation.
An effective date of May 1, 2016 was requested.
On February 29, 2016, SPP submitted tariff revisions that address certain rules regarding eligibility of
Resources' start-up costs for recovery via Day-Ahead Market and Reliability Unit Commitment make
whole payments.
An effective date of May 1, 2016 was requested.
On March 1, 2016, SPP submitted tariff revisions to relax the Minimum Run Time for self-committed
Resources to match the duration of the self-commitment and accomplish a defined settlement treatment
for any additional commitment beyond self-commitment.
An effective date of May 1, 2016 was requested.

On March 1, 2016, SPP submitted tariff revisions to specify the appropriate costs to be settled when
particular Operating Reserve products are substituted in place of other Operating Reserve products in
SPP's Day-Ahead Market and Real-Time Balancing Market.
An effective date of May 1, 2016 was requested.
On March 4, 2016, SPP submitted revisions to the Credit Policy in Attachment X of the Tariff to allow a
Credit Customer's positively-valued TCR portfolio to offset that customer's credit requirements for TCR
bids, offers, and Auction Revenue Right self-conversions to TCRs during a current auction period.
An effective date of May 3, 2016 was requested.
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SPP Tariff/Governing Document Revisions
Docket Number
ER16-1286

Short Description
Submission of Tariff Revisions
to Clarify Redispatch Provisions

ER16-1331

Submission of Tariff Revisions
to Clarify the Process to Study
Requests for Short-Term Service

Summary
On March 30, 2016, SPP submitted tariff revisions to modify redispatch provisions by removing language
rendered obsolete as a result of the operation of SPP's Integrated Marketplace and to add language that
more accurately sets forth eligibility for Candidate Auction Revenue Rights when redispatch is required
for the requested service.
An effective date of May 29, 2016 was requested.
On April 1, 2016, SPP submitted tariff revisions to explain in more efficient and organized terms the
process to study requests for Short-Term Service.
An effective date of May 31, 2016 was requested.

ER16-1341

Petition of Southwest Power
Pool, Inc. for Tariff Waiver
Concerning the Crediting
Process in Attachment Z2

On April 1, 2016, SPP filed a Petition for Tariff Waiver requesting that the Commission waive certain
provisions of SPP’s Open Access Transmission Tariff necessary for the implementation of the revenue
crediting process in Attachment Z2 for the historical period due to SPP’s delayed development of the
necessary software.
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Other Filings of Interest
Docket Number
EL11-34

Short Description
Midcontinent Independent
System Operator, Inc. ("MISO”)
Petition for Declaratory Order
Seeking Commission
Confirmation Regarding Section
5.2 of the Joint Operating
Agreement ("JOA") between
MISO and SPP

12-1158
(U.S. Court of Appeals)

Southwest Power Pool, Inc. v.
Federal Energy Regulatory
Commission (“FERC”)

EL14-21

SPP Complaint for an Order
Finding the Midcontinent
Independent System Operator,
Inc. ("MISO") is Violating the
Joint Operating Agreement
("JOA") between SPP and MISO
and the SPP Tariff and Requiring
MISO to Compensate SPP for
Use of SPP's Transmission
System (“SPP Complaint”)

ER14-1174
ER16-1049

Unexecuted Firm Point-To-Point
Transmission Service Agreement
between SPP as Transmission
Provider and Midcontinent
Independent System Operator,
Inc. ("MISO") as Transmission
Customer (“Service Agreement
Filing”)

EL14-30

Midcontinent Independent
System Operator, Inc. ("MISO")
Complaint Regarding

Summary
On January 21, 2016, FERC issued an order approving the Offer of Settlement filed on October 13, 2015
which resolves all issues between and among the Parties.
On January 21, 2016, FERC issued an Order Dismissing Requests for Rehearing as Moot.
On March 1, 2016, SPP filed a Notice of Cancellation in Docket No. ER16-1049 of the service agreement
for Firm Point-To-Point Transmission Service between SPP as Transmission Provider and MISO as
Transmission Customer.
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Other Filings of Interest
Docket Number

ER13-1864

ER13-1937

Short Description
Transmission Service Invoices
from SPP (“MISO Complaint”)
Joint Operating Agreement
("JOA") between SPP and the
Midcontinent Independent
System Operator, Inc. ("MISO")
to Include Market-to-Market
("M2M") Terms and Conditions
(SPP Rate Schedule FERC No.
9)
Joint Operating Agreement
("JOA") between SPP and the
Midcontinent Independent
System Operator, Inc. ("MISO")
to Comply with Interregional
Requirements of Order No. 1000
(SPP Rate Schedule FERC No.
9)

Summary

On January 22, 2016, SPP filed is second informational report regarding Interface Bus Pricing and a DayAhead Firm Flow Entitlement exchange process.

On February 2, 2016, FERC issued an order conditionally accepting SPP's and MISO's compliance filings
revising the SPP-MISO JOA, submitted on August 18, 2015 in Docket Nos. ER13-1937-002 and ER131938-001, respectively, subject to further compliance filings.
The Commission found that SPP and MISO partially complied with the directive to define an
Interregional Project consistent with the definition of an interregional transmission facility in Order No.
1000. SPP and MISO were directed to submit a compliance filing that replaces the phrase "transmission
projects that have been approved in a Party's regional transmission plan" with the phrase "transmission
projects included in the regional transmission plan that are currently under development."
The Commission found that SPP's and MISO's proposed revisions to section 9.7.1 of the JOA partially
comply with the directive of the order issued on February 19, 2015 (“First Compliance Order”).
However, section 9.7.1 should also include the additional detail that SPP and MISO provided in their
answers. SPP and MISO were directed to revise section 9.7.1 to include the additional detail as the
Commission required in the First Compliance Order.
On March 1, 2016, SPP submitted proposed revisions to the JOA between SPP and MISO to comply with
the requirements of the order issued on February 2, 2016. An effective date of March 30, 2014 was
requested.
On April 6, 2016, FERC issued an order accepting SPP's and MISO's proposed revisions to the JOA to
comply with the requirements of the order issued on February 2, 2016. An effective date of March 30,
2014 was granted.

ER16-1092

Submission of Revisions to Joint
Operating Agreement ("JOA")

This order constitutes final agency action.
On March 7, 2016, SPP submitted revisions to the JOA between SPP and MISO to reflect the terms of the
Offer of Settlement in Docket Nos. EL14-21-000, et al., as accepted in the order issued on January 21,
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Other Filings of Interest
Docket Number

EPA-HQ-OAR-2015-0199

Short Description
between SPP and the
Midcontinent Independent
System Operator, Inc. ("MISO")
to Comply with the Terms of the
Offer of Settlement in Docket
Nos. EL14-21-000, et al.
Federal Plan Requirements for
Greenhouse Gas Emissions from
Electric Utility Generating Units
Constructed on or before January
8, 2014; Model Trading Rules;
Amendments to Framework
Regulations

Summary
2016.
An effective date of February 1, 2016 was requested.

On January 21, 2016, SPP submitted comments in response to the proposed rule.
On January 21, 2016, California Independent System Operator, Midcontinent Independent System
Operator, Inc., PJM Interconnection, L.L.C., and SPP submitted Joint Comments in response to the
proposed rule.
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State Cases
Docket Number
Arkansas
16-002-U

Short Description
In the Matter of Arkansas
Electric Cooperative
Corporation's ("AECC")
Application for Approval to
Transfer Control of Electric
Transmission Facilities to the
Southwest Power Pool, Inc.
(“SPP”) Regional Transmission
Organization (“RTO”)

Summary
On January 13, 2016, AECC filed an application for approval to transfer control of its electric
transmission facilities to the SPP RTO. Andrew Lachowsky filed Direct Testimony on behalf of AECC.
On January 19, 2016, the APSC issued Order No. 1, establishing the following procedural schedule:
February 22, 2016 at Noon - Petitions to Intervene and the Attorney General's Notice of Intent;
March 25, 2016 at Noon - Staff and Intervenor Direct Testimony;
April 8, 2016 at Noon - AECC Rebuttal Testimony;
April 18, 2016 at Noon - Settlement Deadline; and
April 28, 2016 at 9:30 a.m. - Evidentiary Hearing.
On February 19, 2016, SPP filed a Petition to Intervene.
On March 25, 2016, Carl Monroe filed Direct Testimony on behalf of SPP.
On March 25, 2016, Diana Brenske filed Direct Testimony on behalf of the APSC.
On April 8, 2016, Andrew Lachowsky filed Rebuttal Testimony on behalf of AECC.
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Government Affairs
Quarterly Activity Report
1/1/2016 – 3/31/2016

Date

Event

Location

2/10/2016

Presentation to the Kansas House Committee on Energy and
Environment regarding FERC Order 1000, at the committee's request.

Topeka, Kansas

2/10/2016

Presentation to the Kansas Senate Utilities Committee regarding
FERC Order 1000, at the committee's request.

Topeka, Kansas

2/11/2016
3/2/2016
3/14/2016 3/14/2016

Presentation to the Kansas House Utilities Committee regarding FERC
Order 1000, at the committee's request.
Topeka, Kansas
Call with U.S. House of Representatives House Agriculture
Committee staff regarding CFTC
Little Rock, Arkansas
Meetings with Members of Congress

Washington, DC

3/23/2016

Call with U.S. Senate Agriculture Committee staff regarding CFTC

Little Rock, Arkansas

3/24/2016

Meeting with Congressional staff for briefing and tour of SPP

Little Rock, Arkansas
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SPP RE Report to
Board of Directors
April 26, 2016
Santa Fe, New Mexico
Dave Christiano
SPP RE Trustees Chair
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SPP RE Administration
•

FERC approved Regional Delegation Agreement

•

John Meyer resigned as SPP RE Trustees Chair due to
conflict with service on PEAK Reliability board

•

Dave Christiano was elected as SPP RE Trustees Chair

•

Search for two new Trustees is underway

•

Expect to appoint new Trustees in July timeframe
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Violations by Year
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Most Violated Standards

Based on rolling 12 months through 3/31/16 [Represents ~ 84% of total violations]
SPP
RE
Rank

Description

Violations
Current
Period

Violations
Previous
Period

Standard

∆

Risk Factor

1

PRC-005

Protection System Maintenance

9

3

+6

High/Med.

2

CIP-007

Systems Security Management

9

28

-19

Med./Lower

3

CIP-005

Electronic Security Perimeters

6

16

-10

Med./Lower

4

CIP-006

Physical Security - Cyber Assets

6

11

-5

Med./Lower

5

VAR-002

Network Voltage Schedules

5

4

+1

Med./Lower

6

FAC-008

Facility Ratings

3

6

-3

Med./Lower

7

PRC-023

Transmission Relay Loadability

3

0

+3

High/Lower

8

PRC-006

Automatic UFLS

3

0

+3

High/Lower

9

CIP-004

Personnel & Training

2

8

-6

Med./Lower

10

PRC-008

UFLS Relay Maintenance

2

2

0

Medium

SPP RE Top 10 Total Incoming

48

78

-30

All

The current period is the most recent 12 months.
The previous period is the previous 12 month period.
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CIP V5 Update
•

CIP V5 enforcement date extended three months
–

CIP V5 and CIP V5 Revisions (V6) now effective 7/1/16

–

FERC Order 822 ordered additional modifications:

–



Treatment of Transient Cyber Assets and Removable Media used with
Low Impact BES Cyber Systems



Clarify definition of Low Impact External Routable Connectivity (LERC)
to be consistent with the CIP-003-6 Guidelines and Technical Basis



Protection of data communicated between Control Centers

Draft Standard Authorization Request posted for informal comment
through 4/21/16


•

Includes CIP Version 5 Transition Advisory Group issue transfer and
pending/future CIP Request For Interpretation

Still no word from FERC on plans to lead CIP-002-5.1 and
CIP-014-2 audits in the SPP RE Region in 2016
83 of 637
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VEGETATION CONTACTS

NERC

REPORTABLE

ACTIONABLE

4Q-2015

3Q-2015

4Q-2015

3Q-2010

(4Q-2015 LAST
OFFICIAL REPORT)

SPP RE
(1Q-2016 LAST
OFFICIAL REPORT)
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SPP RE Misoperation Report as of Q4-15

85 of 637

Misoperations by Voltage
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SPP RE Regional Events Q1-16
•

Four category 1h. Partial loss of monitoring or control
at a control center for 30 minutes

•

Two category 1a. Outage of multiple elements.

Facility Ratings Alert (as of 12/31/15)
•

High Priority Lines - 100% complete

•

Medium Priority Lines - 79% complete

•

Low Priority Lines - 90% complete

•

Expected completion by end of 2016, with one possible
9
exception
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Outreach
•

2016 Workshops
March 15-16, Little Rock

–



188 attendees

May 24-25, CIP, Little Rock

–



Three speakers from NERC, including CEO Gerry Cauley



Dept. Homeland Security and six Registered Entities presenting

Sept. 20-21 Oklahoma City

–

• 2016 Trustee Meetings
–

July 25, 2016, Rapid City

–

October 24, 2016, Little Rock
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PRC-005-6 Update
• Under the PRC-005-6 implementation plan FERC approved
12/18/15, these approved standards will be retired before
becoming effective:
 PRC-005-2(ii) – Protection System Maintenance
 PRC-005-3 – Protection System and Automatic Reclosing
Maintenance
 PRC-005-3(i) – Protection System and Automatic Reclosing
Maintenance
 PRC-005-3(ii) – Protection System and Automatic Reclosing
Maintenance
 PRC-005-4 – Protection System, Automatic Reclosing, and
Sudden Pressure Relaying Maintenance

• PRC-005-2(i) will remain in effect until the Registered Entity
implements PRC-005-6
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SOUTHWEST POWER POOL ANNUAL
LOOKING FORWARD REPORT:
Strategic Issues Facing the Electricity Business
Slides prepared for:

SPP Board of Directors/Members Committee

Prepared by:

Craig R. Roach, Ph.D.
Vincent Musco

April 26, 2016
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II. EPA’s Continued Environmental Campaign
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IV. Decentralization and the Changing Utility Model
V. Consolidation
VI. Electric Vehicles
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1

I. The Shale Gas Revolution
Figure 2.1 U.S. Natural Gas Proved Reserves

Source: U.S. Energy Information Administration, Form EIA-23L, Annual Survey of Domestic Oil
and Gas Reserves. Available at https://www.eia.gov/naturalgas/crudeoilreserves/.
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I. The Shale Gas Revolution
A. Benefits of Abundance
1. Low electricity prices
2. Option for environmental compliance
3. Accommodation of intermittent wind and solar
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I. The Shale Gas Revolution
B. EIA – the revolution will continue
1. Underground risks
a. Born of new technology – so difficult to predict
b. Optimists – “Big data analytics”
c. Pessimists – “too much to ask”
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I. The Shale Gas Revolution
B. EIA – the revolution will continue (cont’d)
2. Above-ground risks
a. EPA’s drinking water study
“We did not find evidence that these mechanisms have led to widespread,
systemic impacts on drinking water resources in the United States.”1

b. Methane emissions
c. Earthquakes

1

Office of Research and Development. “Assessment of the Potential Impacts of Hydraulic Fracturing for Oil and Gas on Drinking Water
Resources (External Review Draft).” Environmental Protection Agency, June 5, 2015. Available at
http://cfpub.epa.gov/ncea/hfstudy/recordisplay.cfm?deid=244651 (“EPA Draft Drinking Water Assessment”).
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II. EPA’s Continued Environmental Campaign
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II. EPA’s Continued Environmental Campaign
A. President Obama’s Clean Power Plan
1. Final regulations published October 2015

B.

a.

1,500-page draft in August

b.

Existing power plants – 32% reduction in CO2 emissions
by 2030

Stayed by the U.S. Supreme Court
1. Opportunity?
2. But recall Waxman-Markey legislation in 2009
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II. EPA’s Continued Environmental Campaign
C. Will the CPP stand as is? Three topics
1.

Need to cut CO2

2.

Legal authority under Clean Air Act 111(d)

3.

Detailed mechanics
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II. EPA’s Continued Environmental Campaign
Figure 3.2 Atmospheric CO2 Concentration

Source: Adam Voiland, “Four Graphics (and a Book) that Help Explain Climate Change,” NASA, January 25th, 2016, available
at http://earthobservatory.nasa.gov/blogs/earthmatters/2016/01/25/four-graphics-and-a-book-that-help-explain-climate-change/.
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II. EPA’s Continued Environmental Campaign
Table 3.2 Historical Capacity Changes and Associated Generation Levels

Assumed
Future
Capacity
Factor
Utility-Scale Solar PV
CSP
Onshore Wind
Geothermal
Hydropower
Total Generation

20.7%
34.3%
41.8%
85.0%
63.8%
N/A

Generation
Generation
Five-Year
Maximum
Associated with Five
Associated with
Average
Annual
Year Average
Maximum Annual
Capacity Change
Capacity
Capacity Change
Capacity Change
(MW)
Change (MW)
(MWh)
(MWh)
1,927
3,494,268
3,934
7,133,601
251
754,175
767
2,304,590
6,200
22,702,416
13,131
48,081,520
142
1,057,332
407
3,030,522
141
788,032
294
1,643,131
N/A
28,796,222
N/A
62,193,363

Source: CPP, Table 9, 64808.
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III. Federal vs State Jurisdiction
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III. Federal vs State Jurisdiction
A. EPSA Case – decided
1. Lower courts overturned
2. Yes to demand-side bids in wholesale markets
3. Principles
a.

Price effect of “no legal consequence”

b.

Intent matters
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III. Federal vs State Jurisdiction
“When FERC sets a wholesale rate, when it changes wholesale
market rules, when it allocates electricity as between wholesale
purchasers—in short, when it takes virtually any action
respecting wholesale transactions—it has some effect, in either
the short or the long term, on retail rates. That is of no legal
consequence.”1
“We will not read the FPA, against its clear terms, to halt a
practice that so evidently enables the Commission to fulfill its
statutory duties of holding down prices and enhancing reliability
in the wholesale energy market.”2

1
2

EPSA Decision, Syllabus, 2.
Ibid., 29.
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III. Federal vs State Jurisdiction
B. Maryland case – pending
1. If apply same principles, lower court will be overturned
2. Preemption ruling relied heavily on state affecting
wholesale price
• now of “no legal consequence”

3. Intent not considered
• Maryland’s intent was to keep the lights on, a state
responsibility even under FPA
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IV. Decentralization and the Changing Utility Model
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IV. Decentralization and the Changing Utility Model

A. No evidence of imminent large-scale
displacement of grid services
1.
2.
3.

Utility-scale renewables cheaper
Stand-alone technology not fully reliable, costeffective
Net metering relies on grid – purchases and sales
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IV. Decentralization and the Changing Utility Model
Figure 5.1 Lazard’s Unsubsidized Levelized Cost of Energy Comparison

Source: Lazard, “Lazard’s Levelized Cost of Energy Analysis – Version 9.0,” November 2015, 2.
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IV. Decentralization and the Changing Utility Model

B. Still, cultural drivers matter…
1. 100% renewables
2. “Doorstep” reliability
3. Choice

C. …as does policy
1. Net Metering
2. State Actions
3. Transmission Costs
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V. Consolidation
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V. Consolidation
A. Active M&A scene
1.

Number of IOUs cut from 100 to 48 in last 20 years
Figure 6.1 Number of Publicly Traded, Investor-Owned Utilities (1994-2014)

Source: Accenture, “Utility Mergers and Acquisitions, The Changing Face,” EnergyBiz Magazine, Spring 2015,
available at: http://www.energybiz.com/magazine/article/404353/utility-mergers-and-acquisitions
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V. Consolidation
A. Active M&A scene
2.

Market capitalization for top 5 utilities – increased
105%
Figure 6.2 Summary of Consolidation as Measured by Market Capitalization
(All Dollar Figures in $2014 bn)
Total Investor-Owned Utilities
Total IOUs in Fortune 500
Largest Utility
Largest 3 Utilities
Largest 5 Utilities
Largest 34 Utilities
Average Size
Median Size

2004
65
34
$31.1
$72.0
$102.9
$318.9
$9.4
$8.2

2014 Change from 2004
48
-26.2%
22
-35.3%
$54.4
74.5%
$142.3
97.6%
$211.4
105.5%
$551.1
72.8%
$16.2
72.8%
$12.6
53.5%

Source: Developed by Boston Pacific using the 2015 Fortune 500 company profile listing, accessed March 2, 2016,
available at http://fortune.com/fortune500/.
111 of 637

21

V. Consolidation
B. Why matters? Competition, Governance
Purchaser
Exelon
Corporation
Algonquin
Fortis, Inc.
Duke
NextEra
Macquarie/BCIMC
NextEra
ArcLight
Calpine
Duke
Entergy

Seller
Pepco
Holdings
Empire Electric
District
ITC Holdings
Piedmont

Details

Cost

Regulatory Status

Acquisition of Pepco by Exelon

$12.6 bn

Acquistion of EED by Algonquin
Acquisition of ITC by Fortis
Acquisition of Piedmont by Duke

$2.4 bn
$11.4 bn
$6.6 bn

All needed approvals received
Needs AR, KS, MO, OK approvals
plus FERC, FCC, others
Needs FERC approval
Needs NC, Tennessee approvals
Needs Hawaii Commission
approval
Needs Louisiana Commission
approval
Approvals received
closing expected Spring 2016

Hawaii Electric Acquisition of HELCO by NextEra
Acquisition of Cleco by
Macquarie/BCIMC
Cleco
Energy Futures Purchase of two generators from
Holdings
EFH
Purchase of 5,000 MW of generation
from Tenaska
Tenaska
Purchase of 745 MW NGCC unit
Granite Ridge from Granite Ridge
Purchase of interest in five
generators from NC municipal
NCEMPA
Purchase of 2,000 MW Arkansas
generator
Union Power

$4.6 bn
$4.7 bn
$1.59 bn

Undisclosed Complete
$500 mn

Complete

$1.3 bn

Complete
Needs approvals, including
New Orleans City Council

$948 mn

Source: Developed by Boston Pacific using James H. Barkley, et al., “2015 – Another Record Year for Energy
Mergers and Acquisitions,” Baker Botts, February 15, 2016, Exhibit A.
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VI. Electric Vehicles
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VI. Electric Vehicles
A. Same small market share
1.

EVs and hybrids only 1.7% of 253 million cars in
U.S.

B. How EV penetration may increase – the
“SHEAM” Model
1.
2.
3.
4.

Driverless vehicles
Shared services like Uber and Lyft
Increase “utilization rate” of cars
Battery costs – not enough to predict
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VI. Electric Vehicles
C.

Investors

Source: Wall Street Journal, “Car Makers Hunger for Self-Driving Tech,” March 24, 2016.
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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 29 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 lines. In
addition, Boston Pacific has extensive, hands-on experience with a full range of power
technologies including clean coal, on- and off-shore wind, geothermal, waste-to-energy, solar
photovoltaics, storage, and natural gas-fired combined-cycle. For 12 years, we have served as an
independent advisor to the Board of Directors of the Southwest Power Pool Regional
Transmission Organization (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 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 (1) the
deficiency or inadequacy of this information for any purpose, whether or not known or disclosed
to the authors, (2) any error or discrepancy in this information, (3) the use of this information, or
(4) any loss of business or other consequential loss or damage whether or not resulting from any
of the foregoing.
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I.

Executive Summary

T

his is the sixth year in which Boston Pacific Company, Inc. (“Boston Pacific”) has

prepared a separate Annual Looking Forward Report for the Southwest Power Pool (“SPP”)
Board of Directors (“Board”). As with the first five, this report is intended to contribute to the
longer-term strategic planning by the Board. To that end, we focus on 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.
Boston Pacific greatly appreciates the input to and guidance for this report provided by
the Board’s Oversight Committee.

A. The Shale Gas Revolution (Update)
The Board has long understood the importance of the shale gas revolution to the SPP
RTO. The abundant, low cost natural gas the revolution brings (a) means low electricity prices
in SPP’s markets, (b) offers an option for complying with existing and new air pollution
4
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regulations, and (c) fuels the gas-fired combined cycle power generation that helps the SPP
system to accommodate intermittent generation from wind and solar technologies. The question
is whether the revolution will continue. It has continued for several years and the most recent
U.S. Energy Information Administration (“EIA”) forecast suggests that it will continue into the
future; all the metrics that we have presented in previous Looking Forward Reports go in the
right direction. Still, it is important to acknowledge that the revolution faces two sorts of risk –
we call them “underground risk” and “above-ground risk.”
As to underground risks, the shale gas revolution was born of new technology – the
combination of seismic mapping, hydraulic fracturing, and horizontal drilling developed by
George Mitchell and Devon Energy. For the revolution to continue – for the abundance and low
prices to continue – technological improvements must continue in shale gas production. This is
the underground risk we address. Both optimists and pessimists are vocal and credible. Among
those who see the technology getting better is Mark Mills at the Manhattan Institute. “Big-data
analytics” is the reason for his optimism. Now that thousands of wells have been drilled, he
believes the collected data will show how to create best practices for the industry as a whole as
well as guide the tailoring of the technology to specific drilling locations.
Among the pessimists on continued technological progress is David Hughes, a Canadian
geologist. As we reported last year, Mr. Hughes, looking play-by-play, believes EIA has greatly
overestimated shale gas production over the coming years to 2040 – his updated analysis
supports the same conclusion. Neither the optimists nor pessimists prevail so the message is that
a considerable range of outcomes is possible. It seems that the sudden change brought on by the
shale gas revolution brought the good news of low prices but it did not remove risk, it revealed it.
The SPP Regional Transmission Organization (“RTO”) and all others must reflect that
uncertainty in their analysis when planning for the future.
As to what we have termed above-ground risks, one of the major risks actually has been
narrowed. The potential effect of natural gas drilling on drinking water has been a high-profile
concern and the subject of a long-awaited comprehensive study by the U.S. Environmental
Protection Agency’s (“EPA”). Surprising many, the EPA’s draft report did not find evidence
that shale gas drilling poses a systemic risk to drinking water resources. With that conclusion the
risk is lessened that new regulations to protect drinking water would drive shale costs
significantly higher.
Two other above-ground risks continue to garner attention. First, new regulations for
methane emissions from gas production have been proposed. While uncertainty on the cost
effect remains, it seems that the current view is that the costs – net of the revenue earned by
selling the methane – would not increase the costs of shale gas production substantially. Second,
the link between waste-water injection – something done at both conventional and hydraulic
fracturing wells – and seismic activity seems to be accepted. The question is how to mitigate the
effect and, related to that, who should be the one to define the mitigation (and penalties) – the
courts or state regulators.
B. EPA’s Continued Environmental Campaign (Update)
5
120 of 637

The EPA’s regulations have long been a major force driving resource planning and
investment in the electricity business. Since the start of the Looking Forward Reports for the
SPP Board we have characterized EPA’s efforts as a campaign because EPA pushed along
multiple fronts to drive the electricity business to reduce a broad range of air pollution emissions
and other environmental impacts. The President’s Clean Power Plan (the “Plan” or “CPP”) is
another new and significant front in that campaign and, because of the breadth and depth of its
possible impact on resource planning and investment, it is the single focus of our discussion this
year.
EPA published the final regulations for the Plan in the Federal Register in October 2015,
but in August 2015 had published an over-1,500-page draft. The Plan’s document can be
summarized as addressing three topics: (a) the need to reduce carbon dioxide emissions; (b)
EPA’s legal authority for the Plan under the existing Clean Air Act Section 111(d); and (c) the
description of and justification for the detailed mechanics of the Plan. These are the three topics
discussed herein in considerable detail.
It is easy to see that the document was written in anticipation of legal challenges to the
Plan. Indeed, in a highly unusual move, the Supreme Court stayed implementation of the Plan
until both the D.C. Circuit and the Supreme Court itself (if a writ of certiorari is filed) heard
arguments for and against the Plan. The pause in the action created by the Supreme Court’s stay
could create an opportunity for the SPP Board, SPP members, and the SPP states to collaborate
on their views on the Plan. One already-suggested theme is that the SPP markets have been and
will continue to be the path to cost-effective reductions in carbon dioxide emissions.
C. Federal Versus State Jurisdiction in the Electricity Business (Update)
This year (2016) is shaping up to be historic for the long-standing debate over federal
versus state jurisdiction in the electricity business. For more than eight decades, based on the
Federal Power Act of 1935 (“FPA”), the split in jurisdiction has been defined along a supposed
“bright line” which says the federal government regulates wholesale sales in interstate commerce
and the states regulate, essentially, all the rest – defined more narrowly as retail sales. This
wholesale/retail bright line test will be substantially clarified by two cases that the U.S. Supreme
Court has taken up.
In the first – the “EPSA case” – the lower courts ruled that Federal Energy Regulatory
Commission (“FERC”) could not allow demand-side bids into the energy markets it regulates,
such as wholesale markets operated by Independent System Operators (“ISOs”) and RTOs. The
reasoning was that demand-side bids were part of the retail electricity business and the federal
government was not able to regulate retail sales – which it would be doing, apparently, if it
allowed demand-side bids into wholesale markets. The Supreme Court reversed the lower courts
thus giving FERC the right to include demand-side bids.
The Court’s reasoning in EPSA clarified the bright line test in several ways with two
being especially notable. The first is that the Supreme Court acknowledged that wholesale and
retail markets could not meet a “Platonic ideal” of separateness; it was inevitable that an action
in the wholesale business could affect the price or other terms in the retail business. Given that,
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the Supreme Court ruled that such effects had “no legal consequences,” in the context of judging
jurisdiction. The second clarification was that the intent of the regulators matters to the bright
line test on jurisdiction. In EPSA, the Supreme Court found that the FERC’s intent was to assure
the wholesale markets worked as best they could to assure low electricity prices. According to
the Court this intent further supported the view that these demand side bids were within federal
jurisdiction.
In the second case – the “Maryland case” – the lower courts ruled that Maryland could
not conduct a competitive procurement to assure new natural-gas-fired generating capacity was
built because the federal government preempted the state by virtue of its creating a capacity
market – specifically the PJM Reliability Pricing Model (“RPM”). We have written about the
Maryland case in previous Looking Forward Reports concluding that it denied or at least
constricted the states’ traditional role in resource planning.
The Supreme Court heard oral argument in the Maryland case in February and a decision
is expected in the spring. Our view is that, if the Supreme Court holds true to the principles of its
ruling in EPSA, it once again will reverse the lower court. Central to the reversal is the ruling in
EPSA that it is of no legal consequence to have an action in a retail market affect the price in a
wholesale market; the lower courts relied heavily in Maryland on the fact that the action by the
state – assuring new generating capacity was built – had an effect on prices in the PJM RPM.
So, too, the intent of the state procurement is important in reversing the lower courts under the
Supreme Court’s principles in EPSA. Maryland’s intent was to assure reliable electricity supply
– something explicitly within state jurisdiction under the Federal Power Act.

D. Decentralization and the Changing Utility Business Model (Update)
Since investment in the transmission grid is so important to the SPP Board and to SPP
members, we once again address the important question of whether decentralized resources –
distributed generation like rooftop solar, microgrids, community solar and others – are a
competitor to the grid, a complement, or both. Or, more directly, we look for evidence of an
imminent, large-scale displacement of grid-based service by decentralized resources.
Overall, we still do not find evidence of an imminent, large-scale threat of decentralized
technologies displacing grid services for at least two reasons. First, while the excitement over
decentralized generation is focused often on solar generation, utility-scale renewables appear to
be less expensive than both community-based and rooftop solar. Since utility-scale depends on
the grid, it is difficult to see it as a threat to the grid. Second, with today’s technology, it is
difficult to see rooftop solar leading to an abandonment of the grid. This is especially true if net
metering is used to promote renewables; in this circumstance rooftop depends on the grid (a) for
“sales” to the grid when solar generation exceeds needs or (b) the grid is needed to supply power
when solar generation falls short of need. Further, the “solar-plus-storage” model is not quite
ready to allow customers to completely disconnect from the grid in a reliable, cost-effective
manner.
Thus, while we do see new competition between decentralized technologies and utilityscale projects for the production of electrons, we do not see an imminent, competitive threat to

7
122 of 637

the necessity of the grid in delivering those electrons. And we also see evidence of adaptation by
utilities to the new competition by decentralized resources through new investment in utilityscale renewables, or new service offerings like utility-sponsored community or rooftop solar and
energy management applications.
Of course cost alone does not tell the whole story. Cultural factors could drive
consumers toward decentralized generation and away from the grid. One of those cultural
factors is environmental performance: some consumers will be willing to pay more for their
power (via rooftop solar) knowing that their power is 100% renewable. A second cultural factor
is what we call “doorstep reliability,” which is assurance that decentralized power supply will
not be impacted by grid outages caused by storms or other factors. A third cultural factor is
“personal choice,” which may tempt a consumer to leave to their utility and consume electricity
the way they have begun to do with taxi services (via Uber and Lyft), cable television (via
Netflix), and hotels (via Airbnb). These cultural drivers ensure the importance of paying
attention to developments in decentralization going forward.
E. Consolidation in the Electricity Business
Baker Botts, a leading energy law firm, reported recently that 2015 was “another record
year for energy mergers and acquisitions.” Taking a longer-term view, Accenture reported that
over the twenty-year period from 1994 to 2014 the number of investor-owned utilities had been
cut in half – from about 100 to 48.
Boston Pacific took a look at market capitalization and found additional evidence of
consolidation. Market capitalization is calculated for a publically-traded company by
multiplying the number of outstanding shares of stock by the share price. For the largest five
utilities the market capitalization increased, in real terms, over the twenty-year period by 105%.
For the 34 largest utilities the market capitalization, in real terms, increased 73% over the same
time period.
There are several motivations for consolidation. Accenture includes drivers such as the
need to get bigger to pay for the bigger costs of new capital investment and to be capable of
withstanding unforeseen risks such as those at the Fukushima nuclear plant in Japan. Value Line
includes in its motives the need to combat competitive pressures and to achieve economies of
scale. Baker Botts also points to the need to achieve economies of scale and adds the need for
diversity to mitigate the full range of risks. Others note the possible drive from new financing
structures such as Real Estate Investment Trusts (“REITs”) as well as the elimination of any
geographic limits on mergers after the Public Utility Holding Company Act of 1935 was
repealed in 2005.
In our quick survey we found a list of eleven merger and acquisition transactions
involving SPP utilities although not all of those were within the SPP footprint. Consolidation
could matter to the SPP Board if it reduces competitiveness in SPP markets or influences in some
way the governance of SPP.
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F. Electric Vehicles (Update)
Electric vehicles (“EVs”) could be important to SPP because they can increase electricity
consumption. By one analysis, a plug-in electric vehicle driven 10,000 miles a year would
increase average electricity consumption at a home by about 26%. To this date, however, EVs
have not captured a large market share. EVs and hybrids together account for just 1.7% of the
253 million cars on U.S. roads.
To anticipate the future of EVs, however, we must look well beyond a simple head-tohead cost comparison with traditional cars. The future of EVs may well be tied to a fundamental
shift in the auto industry. That shift, according to some analysts, would take America to
driverless cars, not owned by individuals, but, rather, shared through services such as Uber and
Lyft. As we explain in this chapter, the so-called “SHEAM” model – shared, electric,
autonomous – has the potential to greatly reduce the payback period of an EV and give
companies that are investing in EVs – Google, Apple, Ford, General Motors, and others – a slice
of the $10 trillion global automotive industry.

9
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II. The Shale Gas Revolution (Update)

T

he shale gas revolution has been, and will continue to be important for SPP members

for three reasons. One, since natural gas-fired power is often at the margin, it often sets the
market price in SPP energy markets; low natural gas prices, therefore, mean low spot prices for
electricity. Two, abundant, low-price natural gas creates an option for complying with
environmental regulations – including existing requirements under the Regional Haze Rule and
the Mercury and Air Toxic Standards (“MATS”), as well as new regulations under the
President’s Clean Power Plan. Third, the operating flexibility of natural gas-fired combined
cycle power plants can alleviate intermittency issues from wind and solar generation facilities.
EIA’s “Reference” forecast – best characterized as a “mainstream” forecast – predicts
that the revolution will continue well into the future. Obviously, there are uncertainties about
EIA’s Reference forecast. Since the most significant uncertainties center on the continued
abundance and low price of shale gas, which in turn is based on presumed advances in
10
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production technology, we call them “underground” uncertainties or risks. Regulatory
uncertainties persist; we call these “above-ground” uncertainties or risks because they deal with
political debates in federal and state governments rather than issues about production technology.
A. Evidence that the Revolution Will Continue into the Future
From its start, the shale gas revolution has been all about new production technology
providing affordable access to abundant natural gas reserves; the technology came from George
Mitchell and Devon Energy’s combined use of seismic mapping, hydraulic fracturing, and
horizontal drilling. As seen in Figure 2.1, total proved gas reserves were flat or declining for
many years until about 2004, and then increased by 93% from 2004 to 2014.1
Figure 2.1 U.S. Natural Gas Proved Reserves

Source: U.S. Energy Information Administration, Form EIA-23L, Annual Survey of Domestic Oil and Gas
Reserves. Available at https://www.eia.gov/naturalgas/crudeoilreserves/.

As see in Figure 2.2, shale has accounted for much of the increase in natural gas reserves;
by 2014, shale was about 50% of total natural gas reserves. Furthermore, from 2007 to 2014,

1

EIA, U.S. Crude Oil and Natural Gas Proved Reserves, Table 9. U.S. proved reserves of total natural gas, wet
after lease separation, 2001-14. Available at https://www.eia.gov/naturalgas/crudeoilreserves/.
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shale gas production, as a percent of total natural gas production, increased from just 8% to
42%.2
Figure 2.2 U.S. Total Natural Gas Proved Reserves (Shale and Other Sources)

Source: EIA U.S. Crude Oil and Natural Gas Proved Reserves, 2014, 16. Available at
http://www.eia.gov/naturalgas/crudeoilreserves/pdf/usreserves.pdf.

Another measure of impact for the shale gas revolution is that natural gas prices have
decreased significantly. As seen in Figure 2.3, abundant shale gas has driven natural gas prices
far below the spikes in and around 2005, 2008, and 2014.3 Spot natural gas prices at the Henry
Hub averaged just $2.62 per million Btu in 2015 – down from an average of $8.69 in 2005, $8.86
in 2008, and $4.37 in 2014.4

2

EIA, U.S. Natural Gas Gross Withdrawals and Production. Available at
http://www.eia.gov/dnav/ng/ng_prod_sum_a_EPG0_FGS_mmcf_a.htm.
3
Craig R. Roach, PhD., Vincent Musco, Sam Choi, and Andrew Gisselquist. Southwest Power Pool Annual
Looking Forward Report: Strategic Issues Facing the Electricity Business. April 20, 2015, 29. (“2015 Looking
Forward Report”). Using EIA, daily nominal spot price.
4
EIA, Henry Hub Natural Gas Spot Price. Available at https://www.eia.gov/dnav/ng/hist/rngwhhdA.htm.
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Figure 2.3 Henry Hub Natural Gas Spot Price ($/MMBtu)

Source: EIA, daily nominal spot price. Available at https://www.eia.gov/dnav/ng/hist/rngwhhdm.htm.

EIA forecasts that shale gas abundance will continue well into the future. In their
Reference Forecast, from 2013 to 2040, the EIA shows annual shale gas production in the lower
48 states increasing by 73% – from 11.34 trillion cubic feet (“TCF”) to 19.58 TCF.5
Furthermore, they project that shale gas will account for 55% of total U.S. natural gas production
in 2040.6 However, EIA forecasts that natural gas prices will increase in real terms at an average
annual rate of 2.8% from 2013 to 2040.7 In real terms, the forecasted natural gas spot price rises
from $3.73 per million Btu in 2013 to $7.85 per million Btu in 2040.8 Despite this, electricity
prices in the Reference case increase moderately, by 0.6% per year in real terms from 2013 to
2040.9
Figure 2.4, below, provides both historical and forecast data on electricity generation by
source. Historically, EIA reports that natural gas was used for 27% of all electricity generation
in 2013, up from 16% in 2000. As to the forecast, natural gas will be used for 31% of electricity
generation in 2040. Coal’s share declines from 39% to 34% over the same time frame.

“Annual Energy Outlook 2015 with Projections to 2040.” Energy Information Administration. April 2015. (“2015
EIA Annual Energy Outlook”). Table A14. This figure includes tight oil.
6
2015 EIA Annual Energy Outlook, Table A14.
7
2015 EIA Annual Energy Outlook, Table A1.
8
2015 EIA Annual Energy Outlook, Table A1.
9
2015 EIA Annual Energy Outlook, Table A1.
5
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Figure 2.4 Electricity Generation by Fuel in EIA’s 2015 Annual Energy Outlook Reference
Case (billion MWh)

Source: 2015 EIA Annual Energy Outlook, Figure 31.

B. Underground Uncertainties
EIA assesses some of the uncertainty in its forecast by running sensitivity analyses. In
one such scenario, EIA defines two alternates to the Reference case: Low Oil Price and the High
Oil Price. The variation caused by these two cases, shown below in Figure 2.5, is important but
moderate. Compared to the Reference scenario, in 2040 natural gas production is 16% higher in
the High Oil Price case and 10% lower in the Low Oil Price case.10 Regarding prices, compared
to the Reference case in real terms, the Henry Hub price in 2040 is forecasted to be 35% higher
in the High Oil Price case and 9% lower in the Low Oil Price case.11 The changes in the
forecasted electricity price are more moderate. Electricity prices in 2040 are forecast to be just
9% higher with the High Oil Price case and 3% lower in the Low Oil Price case, compared
against the Reference scenario.12
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2015 EIA Annual Energy Outlook, Table C1.
2015 EIA Annual Energy Outlook, Table C1.
12
2015 EIA Annual Energy Outlook, Table C1.
11
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Figure 2.5 U.S. Natural Gas Production Forecast

Source: 2015 EIA Annual Energy Outlook, Figure 25.

A noticeably bigger impact is seen in EIA’s High Oil and Gas Resource case; compared
to the Reference case, by 2040 natural gas production is forecast to be 43% higher, natural gas
prices 44% lower, and electricity prices 13% lower.13 These larger impacts with the High Oil
and Gas Resource case support the view that the underground uncertainties are among the most
significant facing decision makers. That is, the possibility of a large increase (or decrease) in gas
reserves has an important impact on both natural gas production and price forecasts.
Improvements in the technology used to produce shale gas will help determine whether
the abundance and low prices of the shale gas revolution continue. Given the importance of
technology improvements, the EIA details the activity and output at each major shale gas play in
America through its monthly Drilling Productivity Report. The general location of the seven
plays is shown in Figure 2.6. As to improvements in technology, one indicator is new well gas
production per rig. The focus is on new wells because it is believed that new wells are most
likely to use new technologies. The metric is production per rig because multiple wells can be
drilled with each rig. In February 2016 as compared to one year prior, new well gas production
per rig was up in each of the seven shale gas plays covered by EIA.14
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2015 EIA Annual Energy Outlook, Table D1. All prices are in real terms.
January 2016 EIA Drilling Productivity Report, 2. Available at
https://www.eia.gov/petroleum/drilling/archive/2016/01/pdf/dpr-full.pdf/.
14
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Figure 2.6 Key Tight Oil and Shale Gas Regions

Source: January 2016 EIA Drilling Productivity Report, 1. Available at
https://www.eia.gov/petroleum/drilling/archive/2016/01/pdf/dpr-full.pdf.

EIA also looked over a longer time frame from 2007 to 2016. For the Marcellus play, the
largest producing play, new-well gas production per rig has increased steadily and significantly
over that time – surpassing 9,000 thousand cubic feet per day.15 Although less steady, new-well
gas production per rig for the Haynesville play, another big producer, also has increased
significantly over that time frame – reaching almost 5,500 thousand cubic feet per day.16 For the
other five plays, the metric was either generally flat or increasing. (Note, too, that, as evidenced
by the comparison of the Marcellus and Haynesville play, the level of productivity in terms of
thousand cubic feet produced per day varied considerable across the plays.17) Offsetting this
increase in productivity of new wells is the natural decline or “depletion” in production at
existing or “legacy” wells. EIA reports on the generally sharp decline in productivity in the
legacy wells, with the Haynesville play as the sole exception where legacy wells eventually
increased in production.
The fact that significant technological advances created the shale gas revolution is, in
large part, the reason why no one saw the revolution coming. That is, no one predicted the
technological advances achieved with the combination of seismic mapping, horizontal drilling,
and hydraulic fracturing by George Mitchell and Devon Energy. This same fact means it will be

15

Ibid., 6.
Ibid., 5.
17
Ibid., 3, 4, 7 to 9.
16
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difficult to predict the future of the shale gas revolution. Still, if there is a chance of getting the
forecast right, it is by focusing on the prospect of continued technological advance.
Some experts are optimistic about such technologic advances continuing and they give
specific reasons for that optimism. One of the most clear and specific among these optimistic
reports is SHALE 2.0: Technology and the Coming Big-Data Revolution in America’s Shale Oil
Fields by Mark P. Mills, a Senior Fellow at the Manhattan Institute, a self-described “leading
free market think tank.”18 Although the title mentions only shale oil, the author makes it clear
that “Trends covered here also apply to domestic production of natural gas from shale.”19 Mills’
bottom line is that the shale gas revolution has created massive amounts of data on the
performance of thousands of wells and “big-data analytics” of that information will lead to
dramatic productivity gains and cost reductions going forward. More specifically, he predicts
that the cost reduction will cut the breakeven price of shale oil in half, to $5 to $20 per barrel.20
He points to specific metrics to show that the technological advances have already been
realized. He reports that, “the three key measures of drilling – time to drill, wells per rig, and
total distance drilled – have improved by 50-150% in less than five years.21 One example of a
technical improvement is the “walking rig.” Mills reports that, “Rather than drill a single well
from a well-pad, a walking rig can move around the pad, drilling multiple wells (sometimes
dozens).”22 He ticks off other advances including “the application of higher pressures, more
effective chemicals, better spacing of multiple wells, more efficient motors, and better cementing
and perforating of pipe.”23 These innovations are perhaps most readily seen in new wells, but
other innovations, such as efficient fracking fluids, are also used to boost output from existing
wells.
One key theme is that, while big-data analysis will allow best practices to be discovered
and used widely, that same analysis will allow the producer to tailor the approach to drilling and
production to the circumstances at a particular site. This is in contrast to the early stages of the
shale revolution, when the same original technology was forced everywhere, so called “factory
drilling.”24 Big-data analysis is the source of the next surge in productivity according to Mr.
Mills.25 He provides anecdotal, public data on the successes so far with big-data analysis by four
well-known companies: Halliburton cut the cost of producing a barrel of oil by 40%; Baker
Hughes doubled output in older wells; Schlumberger reported a 50% increase in production;
ConocoPhillips boosted output by 30% at existing wells.26 As a broad policy guide he suggests
that, rather than looking for alternatives to oil and natural gas, the focus should be on developing
new technology to keep oil and gas abundant and low priced.27

Mark P. Mills, “SHALE 2.0 Technology and the Coming Big-Data Revolution in America’s Shale Oil Fields,”
Manhattan Institute, May 2015. Available at http://www.manhattan-institute.org/pdf/eper_16.pdf.
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The recent optimism on the future of the shale revolution is in sharp contrast to the
pessimism or skepticism we cited in last year’s Looking Forward Report. Last year we
discussed in detail two skeptics of the EIA forecast.28 Both argued that EIA was far too
optimistic in its forecast of shale gas production. The most vocal skeptic, David Hughes, of the
Post-Carbon Institute, updated his views as he reviewed EIA’s latest (2015) forecast. His report
is titled Shale Gas Reality Check: Revisiting the U.S. Department of Energy Play-by-Play
Forecasts Through 2040 From Annual Energy Outlook 2015.
In his 2014 review, Hughes concluded that “The EIA 2014 reference case projections
overstated likely gas recovery through 2040 for these [major shale gas] plays by 56% compared
to my ‘Most Likely’ drilling rate forecasts.”29 For 2015, Hughes once again finds the EIA
forecasts to be too high. He notes that in just one year “Significant increases occur in the [EIA
estimates for the] Marcellus, Bakken, and ‘other’ plays, whereas all others are downgraded.”30
He concludes that these and other changes raise “questions about the robustness, or lack thereof,
of the EIA’s forecasting methods.”31
He notes that, among other findings, EIA forecasts 93% growth in shale gas production
between 2012 and 2040, concluding that “This is a good-news forecast.”32 Three plays account
for 61% of forecasted 2040 production.33 The Marcellus is one of them and EIA production is
22% above Mr. Hughes’ most likely forecast.34 Given the decline in well quality that he detects,
Mr. Hughes says the EIA’s forecast “lacks credibility especially at the EIA’s forecast gas
prices,” which he finds to be too low.35 He also concludes that the surge in production post2023, which EIA forecasts, is not realistic.36 EIA’s production forecast for the Haynesville play
is 174% above his most likely forecast, and he does not find the drilling rates required to achieve
such growth to be realistic. EIA’s production forecast for Eagle Ford is 64% above his most
likely forecast. For this play he is skeptical about high forecasted drilling rates and the fact that
most natural gas is produced in association with oil, and oil prices have fallen significantly.37 In
sum, across all plays, Mr. Hughes reports EIA’s forecast of production is 50% higher than his
most likely forecast.38
C. Above-Ground Uncertainties
In the 2013 Looking Forward Report we focused attention on the announcement of a
major study by the EPA of the possible impact of shale gas production on drinking water
28
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resources.39 We were impressed at the time with two aspects of the EPA work plan which we
showed in detail: “(a) its comprehensive coverage of the full, five-stage water cycle for hydraulic
fracturing and (b) the wide range of evidence to be considered when judging potential dangers to
drinking water at any of these five stages.”40
The long-awaited results of that study were issued by EPA (in draft form) on June 5,
2015.41 The EPA study focused on the possible impact of shale gas production on the quantity
and quality of drinking water.42 More specifically, it assessed the impact of wells using the
combined technology of hydraulic fracturing and horizontal drilling. And, as noted, the study
looked for possible impacts across the entire “hydraulic fracturing water cycle.”43 EPA estimates
that 25,000 to 30,000 new wells were drilled each year in the period from 2011 to 2014.44
Several metrics of the potential impact were noted. For example, EPA identified 6,800 drinking
water sources within one mile of a well that was hydraulically fractured between 2000 and 2013;
in 2013 those water sources served 8.6 million people.45
While the report is only in draft form and the final version is forthcoming, EPA identified
five “mechanisms” by which such wells could impact drinking water. EPA stated:
“These mechanisms include water withdrawals in times of, or in areas with, low water
availability; spills of hydraulic fracturing fluids and produced water; fracturing directly
into underground drinking water resources; below ground migration of liquids and gases;
and inadequate treatment and discharge of wastewater.”46
Importantly, EPA concluded that there is no evidence of a “widespread, systemic impact on
drinking water resources” through these five mechanisms. Specifically, EPA stated:
“We did not find evidence that these mechanisms have led to widespread, systemic
impacts on drinking water resources in the United States. Of the potential mechanisms
identified in this report we found specific instances where one or more mechanisms led to
impacts on drinking water resources, including contamination of drinking water wells.
The number of identified cases, however, was small compared to the number of
hydraulically fractured wells.”47
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This substantially mitigates an above-ground risk. Had an impact been found – as many
expected – the cost of shale gas production would have been increased, perhaps significantly.
For the time being, that risk has diminished.
Of course that is not the end of assessments and action to address environmental
concerns. In August 2015 the Obama Administration called for tighter control on methane
emissions from natural gas production, which could increase natural gas production costs. On
August 18, 2015, the EPA released a set of Proposed New Source Performance Standards
(“NSPS”) for methane and Volatile Organic Compounds (“VOCs”), for new and modified
sources in the oil and gas industry.48 This regulation was formally filed in the Federal Registry
on September 18, 2015.49 It is part of a broader effort by the Obama administration to cut
methane emissions 40-45% by 2025 as compared to emissions in 2012.50
The primary goal of this NSPS is to reduce leaks at natural gas wells, gathering and
boosting stations, and transmission and compressor stations. The new methane regulations aim
to catch leaks early by installing optical gas imaging equipment to monitor infrastructure for
leaks. It also establishes Best System of Emission Reduction (“BSER”) standards for equipment
used for oil and gas infrastructure. These BSERs cover components that are prone to leaks, such
as pumps and compressors, and generally aim to cut their leaked emissions by 95%.51
The investment needed to comply with this new regulation is uncertain at this point. EPA
does correctly note that the capture and sale of methane can yield revenue that offsets the costs.52
EPA’s current estimates suggest that the net investment would not be a dramatic increase in
investment for natural gas production, around $350 million to $380 million in 2020.53 To put
these costs in perspective, a 2013 study for the American Petroleum Institute forecasted overall
industry spending for natural gas infrastructure. From 2019-2025 they projected an annual
average of $16 billion of investment in gathering and support facilities, as well as an annual
average of $4 billion in gas processing facilities from 2014-2019.54 The net cost for methane
controls may not add unreasonably to this total.
Earthquakes are another concern raised with shale gas production. In the 2014 Looking
Forward Report, we pointed to data from the U.S. Geological Survey (“USGS”) and a study out
U.S. EPA. “EPA Proposes New Commonsense Measures to Cut Methane Emissions from the Oil and Gas Sector
Proposal Cuts GHG Emissions, Reduces Smog-Forming Air Pollution and Provides Certainty for Industry.” EPA
Newsroom. August, 18 2015. Available at
http://yosemite.epa.gov/opa/admpress.nsf/0/E5F2425E2E668A2B85257EA5005176FA (“EPA Methane Press
Release”).
49
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September, 18 2015. Available at https://www.federalregister.gov/articles/2015/09/18/2015-21023/oil-and-naturalgas-sector-emission-standards-for-new-and-modified-sources. (“EPA Methane Proposal”).
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of Durham University in England.55 Both suggested there was a link between increased seismic
activity and waste water injection, rather than hydraulic fracturing per se. There is something of
a consensus that waste water injection (something shale gas producers and others do) can
contribute to seismic activity and that activity can cause damages.
In an article dated November 15, 2015, the Wall Street Journal hosted a useful, minidebate on the issue of whether courts should be the ones determining liability for and damages
from earthquakes. Blake Watson from the University of Dayton Law School concluded that the
courts should be allowed to determine liability and damages. If the waste water injection
company was negligent, then liability is clear in his view. Watson argued, however, that even
without negligence, liability should be set because the “injection of fracking fluids” is
“abnormally dangerous.”56 Given that, “strict liability” should be imposed, meaning there could
be no need to prove negligence. While there would be no requirement to show negligence, there
would be, Watson adds, a requirement to show causation.
Catrina Rorke, Director of energy policy and a senior fellow at the R Street Institute,
disagreed with Watson saying that the courts should not determine liability and damages. Our
reading of her statements yields three reasons. One, earthquakes are complex events that are
difficult to predict and that makes causation hard to assign. Two, shale gas development has
substantial benefits in terms of economic development, jobs and America’s energy security.
Weighing both the benefits and the costs, including earthquake damages, requires a political
balancing that Rorke believes the legislative and executive branch are better able to address.
Three, the efficient ways to compensate for damages from earthquakes – such as insurance pools
if private insurance is not appropriate – requires jurisdiction that the courts may not have.
Oklahoma has become a focal point for the issues raised in this debate because of the
significant rise in seismic activity as shown in Figure 2.7 below. In June 2015, the Oklahoma
Supreme Court unanimously overturned a lower court’s ruling, thus allowing companies to be
sued in court for alleged damages from a 2011 earthquake in Prague, Oklahoma. The case is
currently under further review. The Wall Street Journal also reported that “Similar cases are
pending in Texas and Arkansas.”57 Also in January 2016, a lawsuit seeking “a permanent
injunction to stop the use of 16 disposal wells” was filed in Oklahoma County District Court.58
Note, too, that the Oklahoma Corporation Commission also has been actively involved. The
Insurance Journal reported that “Over the past year, OCC directives resulted in 197 wastewater
disposal wells reducing the depth of their operations and 14 wells reducing disposal volumes by
half.”59 The Commission’s efforts continued into 2016. For example, on January 20, 2016, the
Oklahoma Corporation Commission’s Oil and Gas Conservation Division announced an
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agreement with Sandridge Energy “to remove 7 wells from disposal operations, and cut back its
total volume [of wastewater being disposed] for the areas in question by 40%.” 60
Figure 2.7 Earthquakes in Oklahoma Over Magnitude 3.0

Sources: United States Geological Survey and Oklahoma Geological Survey, February 17, 2016. Available at
http://earthquake.usgs.gov/earthquakes/states/oklahoma/images/OklahomaEQsBarGraph.png.

D. Conclusions
When judging whether the abundance of and low prices for natural gas will continue, we
all must address two uncertainties. The underground uncertainties focus entirely on whether
advances in drilling and production technology can continue to provide affordable access to
shale formations. If it does, the good news continues. If it does not, then bad news follows –
costs and, therefore, prices rise as American companies drill in less profitable natural gas
reserves. Neither the optimist (Mills) nor the pessimist (Hughes) prevails. Their views simply
mean the uncertainty – the range of possible outcomes – is wide.
In contrast, the above-ground uncertainties have been narrowed by the EPA’s finding in
its long-awaited study of possible drinking water impacts. New methane emission regulations
will increase costs, but, with revenues netted oil, it does not seem that the cost impact will be
significant. The link between seismic activity and waste water injection is accepted, yet the issue
of liability is still being sorted out in courts. The cost of mitigating environmental risk will
emerge as the issue is addressed in both courts of law and regulatory agencies.
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III. EPA’s Continued Environmental
Campaign (Update)

T

he EPA’s regulations for electric power plants have been a major driver for resource

planning decisions in the electricity business for decades. In our Looking Forward Reports over
the years we have referred to the EPA’s ongoing efforts as a “campaign” because of the number
and breadth of the regulations. President Obama’s Clean Power Plan opens a new front in this
campaign, and it surely is among the most important environmental regulations ever for the
electricity business. For the first time, under the Plan, the EPA’s regulations will require a
significant reduction in carbon dioxide emissions from existing power plants. The EPA states
that, “Nationwide, by 2030, this final CAA [Clean Air Act] section 111(d) existing source rule
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will achieve CO2 emission reductions from the utility power sector of approximately 32% from
CO2 emission levels in 2005.”61
The final requirements for the Plan were published by the Federal Register in October
2015 although a full draft had been issued in August. The EPA’s presentation of the Plan clearly
was written in anticipation of legal challenges. Indeed, as evidence of the importance of the
Plan, and of the inevitability of legal challenges, on February 9, 2016 the U.S. Supreme Court
stayed implementation of the Plan “pending disposition of the Applicants’ petitions for review in
the United States Court of Appeals for the District of Columbia and disposition for a writ of
certiorari if such a writ is sought.”62 Issuing a stay at this point in the legal process is a highly
unusual action by the Supreme Court; the Wall Street Journal called it an “unexpected move”63
and the New York Times called it an “extraordinary decision.”64
Although we have covered a wide range of environmental regulations in past Looking
Forward Reports, the Plan’s level of detail and its possible impact justify this year’s focus on it.
Moreover, we believe the stay is only a pause in the action, not a hard stop. We can draw a
parallel with the Waxman-Markey legislation proposing a cap-and-trade program. Too many
observers thought the Senate’s failure to schedule a vote on that legislation in 2010 meant the
end of efforts to address global climate change. That was not true because the EPA simply took
another route through the courts, and the Plan itself is one result of that journey.
For the SPP Board to better understand what is at stake here, and to judge whether the
Plan, or an alternative, actually will be imposed after judicial review, it is important to touch on
all three major topics in the EPA’s Plan: (a) the need to reduce carbon dioxide emissions; (b) the
EPA’s legal authority for the Plan under the existing CAA Section 111(d); and (c) the
description of and justification for the detailed mechanics of the Plan.
A. The Need to Reduce Carbon Dioxide Emissions
The starting point for the EPA’s justification for regulation of carbon dioxide is a
reference to the Agency’s Endangerment Finding in 2009 (“Endangerment Finding”). The EPA
summarizes the bottom line of its Endangerment Finding as follows:
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“In 2009, based on a large body of robust and compelling scientific evidence, the EPA
Administrator issued the Endangerment Finding under CAA section 202(a)(1). In the
Endangerment Finding, the Administrator found that the current, elevated concentrations
of GHGs [Greenhouse Gases] in the atmosphere – already at levels unprecedented in
human history – may reasonably be anticipated to endanger public health and welfare of
current and future generations in the U.S.”65
The Endangerment Finding was and is said to be the foundational legal basis for the EPA to
regulate carbon dioxide emissions from both new and existing power plants.66 As further
evidence of the need to reduce carbon dioxide emissions, the EPA also quotes the National
Research Council writing in 2011 that:
“Emissions of CO2 from the burning of fossil fuels have ushered in a new epoch where
human activities will largely determine the evolution of Earth’s climate. Because CO2 in
the atmosphere is long lived, it can effectively lock Earth and future generations into a
range of impacts, some of which could become very severe.”67
The EPA goes on to list in a rapid-fire manner some of the damage that could be done to
public health and welfare. As to public health, the EPA states there would be an increase in heat
waves and subsequent deaths from heat would outnumber any reduction in deaths from less
severe cold weather.68 More frequent storms, like hurricanes, can result in more deaths and
injuries.69 And the EPA notes that the most vulnerable people are “children, the elderly, and the
poor.”70 As to public welfare, the EPA points to possible reductions in water supply and a
fundamental reorganization of the U.S. ecosystem.71 The EPA also cites new scientific evidence
of warming issued since the EPA’s own Endangerment Finding. That evidence includes:
increases in global average surface temperatures, the “retreat” of Arctic sea ice, increased carbon
dioxide concentrations, and the rise of sea levels.72 A chart from the U.S. Global Change
Research Program, presented as Figure 3.1 below, summarizes “ten indicators of a warming
world.”73
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Figure 3.1 Ten Indicators of a Warming World

Source: “Ten Indicators of a Warming World.” U.S. Global Change Research Program. Available at
http://www.globalchange.gov/browse/multimedia/ten-indicators-warming-world.

To rightfully lend credibility to its conclusions, the EPA is specific in listing its primary
sources for its discussion of the possible harm to public health and welfare. Most prominent are
the United Nations’ (“UN’s”) Intergovernmental Panel on Climate Change, the U.S. Global
Change Research Program, and the National Research Council (“NRC”).74 As in the norm, the
EPA lists many forecasts of what might happen in the distant future if aggressive action to
reduce carbon dioxide emissions is not pursued. Here, the EPA quotes the NRC saying that
carbon dioxide concentration in the atmosphere could be higher than ever before recorded:
“The NRC assessment Understanding Earth’s Deep Past projected that, without a
reduction in emissions, CO2 concentrations by the end of the century would increase to
levels that the Earth has not experienced for more than 30 million years. In fact, that
assessment stated that ‘the magnitude and rate of the present GHG increase place the
climate system in what could be one of the most severe increases in radiative forcing of
the global climate system in Earth history.’”75
Perhaps most compelling, if accurate, is the EPA’s conclusion that the harm from global
climate change is happening right now. The EPA cites for example the USGCRP’s 2014
National Climate Assessment, Climate Change Impacts in the United States (“NCA3”).76 The
EPA states that “the NCA3 emphasizes that climate change driven by human emissions of GHGs
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is already happening now and it is happening in the U.S.”77 The EPA states that global
temperature has already increased and the cause is human activity. Specifically, the EPA states,
“The planet warmed about 0.85 °C (1.5 °F) from 1880 to 2012. It is extremely likely (>95%
probability) that human influence was the dominant cause of the observed warming since the
mid-20th century.”78 The EPA reports that 2014 was the warmest year globally in the era of
modern global surface temperature records which started in 1880, and since 1880, “19 of the 20
warmest years have occurred in the past 20 years.”79
Also compelling is physical evidence showing that CO2 concentrations today are higher
than found in hundreds of thousands of years. Figure 3.2 below is a reproduction from a chart by
NASA based on ice core evidence.80 NASA states:
“Based on atmospheric information preserved in air bubbles in ancient ice cores, the plot
offers a view of carbon dioxide levels in Earth’s atmosphere for the past 400,000 years.
As this graph makes obvious, it has been a long time since carbon dioxide levels have
been anywhere near where they are now.”81
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Figure 3.2 Atmospheric CO2 Concentration

Source: Adam Voiland, “Four Graphics (and a Book) that Help Explain Climate Change,” NASA, January 25th,
2016. Available at http://earthobservatory.nasa.gov/blogs/earthmatters/2016/01/25/four-graphics-and-a-book-thathelp-explain-climate-change/.

In this same vein, the EPA notes further that, in 2014, monthly carbon dioxide
concentrations in the atmosphere exceeded 400 parts per million for the first time in 800,000
years, and that this is a significant increase over an average pre-industrial concentration of 280
parts per million;82 a recent graphic plotting the famous Keeling Curve, displayed below in
Figure 3.3, also confirms a monthly reading above 400 ppm in 2016.83
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Figure 3.3 Keeling Curve

Source: “Keeling Curve.” Scripps Institution of Oceanography. Available at
https://scripps.ucsd.edu/programs/keelingcurve/.

The EPA also presents estimates of total GHG emissions in millions of metric tons by
sector as well as the share of that total traced to the power sector. Of the 6,673 million metric
tons emitted in total in 2013, the EPA attributes 84% to the energy sector.84 And of that total
attributed to the energy sector, 36% are attributed to fossil fuel-fired electric generating units
(“EGUs”).85 Further, of the total emissions from fossil fuel-fired EGUs, 77% came from coalfired power plants.86 Of note is the additional fact that GHG emissions have dropped in the 2005
to 2013 time frame; total GHG emissions are down 9.2%, while emissions from fossil fuel-fired
electricity generating facilities are down by 15%.87 In this sense, America is already on its way
to achieving the reductions required under the Plan.
B. EPA’s Legal Authority for the Plan
This is not the place, and we are not the legal experts, to go into detail on the legal
justification for the Plan. The only purpose here is to give a backdrop on two things. The first is
the path of the litigation which led to the Plan; this is achieved through a brief history of GHG
regulation based on previous Looking Forward Reports. The second is to give a basic sense of
the arguments the EPA offers to support its legal authority to implement the Plan under the
existing Clean Air Act Section 111(d).

84

Ibid., 64688.
Ibid., 64688 to 64689.
86
Ibid., 64689.
87
Ibid., 64688 to 64689.
85

29
144 of 637

1. A Brief History of GHG Regulations
For five years, through five previous Looking Forward Reports, Boston Pacific has
summarized America’s effort to regulate CO2 and other GHGs. That effort centered on the
proposed Waxman-Markey legislation which would have created a complex cap-and-trade
mechanism to reduce emissions not only from power plants, but from many other sources of
GHG emissions. The House passed Waxman-Markey in 2009, but the Senate failed to put it to a
vote in 2010 so its journey ended there. As we wrote in our 2012 Looking Forward Report, the
end of Waxman-Markey:
“did not mean that efforts to regulate greenhouse gas (GHG) emissions came to an end.
As we discussed last year [2011], the main push for Federal limits on greenhouse gas
emissions has shifted more fully from the U.S. Congress to the already active, parallel
track involving U.S. courts and the U.S. Environmental Protection Agency (EPA).”88
We went on to describe that “parallel track” of litigation which began when the EPA, in 2003,
under President Bush, decided that it could not regulate CO2 under the existing Clean Air Act.
That decision was challenged in court with major results coming in 2007 to 2009:
“The first and most important [result] was the Supreme Court decision in 2007 which
said, as EPA describes it, that EPA was required to determine whether GHG emissions
from new motor vehicles ‘cause or contribute to air pollution which may reasonably be
anticipated to endanger public health or welfare, or whether the science is too uncertain
to make a reasoned decision.’ EPA issued the Endangerment and Cause or Contribute
Findings in 2009. Importantly, once the need to regulate new motor vehicles was
determined, EPA argued that it triggered a requirement to also regulate GHG emissions at
stationary sources such as power plants.”89
The EPA has two primary paths to regulate GHG from power plants under the Clean Air
Act. The first path is New Source Performance Standards – as the name implies, this is to set
emission limits for new or substantially modified power plants. The second path is to set
performance standards for existing power plants. A separate settlement fixed deadlines for these
two paths to be completed. Under a settlement agreement between the EPA and the plaintiffs in
State of New York, et al. v. EPA, performance standards were to be issued by May 26, 2012.90
This deadline was delayed.91 President Obama then proposed his Climate Action Plan on June
25, 2013 and issued a presidential memorandum. We wrote that:
“The memorandum included a timeline for EPA to complete GHG regulations before the
end of his second term. It directs the EPA to (1) re-propose standards on GHG emissions
from new power plants by September 20, 2013; (2) propose standards on GHG emissions
from existing power plants by June 1, 2014; (3) finalize standards on GHG emissions
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from existing power plants by June 1, 2015; and (4) require states to submit to EPA the
implementation plans for those regulations by June 30, 2016.”92
Per the memorandum, the EPA issued GHG emission limits on new power plants in September
2013. We stated: “This new proposal has essentially the same outcome as the rule proposed in
2012 in that it would prevent construction of any traditional coal plants without at least partial
CCS [carbon capture and sequestration].”93 The Clean Power Plan is entirely focused on
standards for existing power plants.
2. EPA’s Basic Legal Argument
The EPA begins with a very brief sketch of the history of electricity and natural gas
regulation, indicating that the federal role has grown significantly. The EPA first mentions the
“Attleboro Gap” created by court decisions before 1935 – that gap refers to the fact that the
courts would not let the states regulate interstate wholesale sales of power.94 The Federal Power
Act of 1935 was meant to fill that gap by giving the Federal Power Commission – the
predecessor of the FERC – the authority to regulate wholesale sales of electricity in interstate
commerce. The EPA then fast forwards to the Energy Policy Acts of 1992 and 2005, which the
EPA sees as further expanding the federal government’s role.95
The EPA gives an equally cursory history of environmental regulation of the electricity
business including the 1990 Acid Rain program – which used a form of cap-and-trade – plus
attempts to regulate interstate transport of pollutants through the Clean Air Interstate Rule
(“CAIR”) and the Cross-State Air Pollution Rule (“CSAPR”). The EPA also mentions two
efforts to regulate mercury emissions – the second effort is under MATS. The EPA emphasizes
that the Supreme Court remand of a portion of a ruling on MATS by the D.C. Circuit was on
only a narrow concern about the consideration of costs.
“In Michigan v. EPA, case no. 14-46, the U.S. Supreme Court reversed the portion of the
D.C. Circuit decision finding the EPA was not required to consider cost when
determining whether regulation of EGUs was ‘appropriate’ pursuant to section 112(n)(1).
The Supreme Court considered only the narrow question of whether the EPA erred in not
considering cost when making this threshold determination. The Court’s decision did not
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disturb any of the other holdings of the D.C. Circuit. The Court remanded the case to the
D.C. Circuit for further proceedings, and the MATS rule remains in place at this time.”96
The EPA then reports that Congress has been “aware” of efforts to address global climate
change over the decades.97 Congressional awareness, says the EPA, ranges from the
deliberations around the 1970 Clean Air Act98 to the U.S. involvement in the 1992 UN
Framework Convention for Climate Change.99
The EPA writes of a three-prong effort in the U.S. to regulate pollutants under the Clean
Air Act. The first prong, through Sections 107 to 110, includes the six Criteria Pollutants, like
sulfur dioxide, regulated directly through National Ambient Air Quality Standards.100 The
second prong addresses hazardous air pollutants under Section 112.101 The third is the effort
under Section 111 to address pollution by sources which endanger public health or welfare.102
Importantly, Section 111(b) covers new sources of such pollution and Section 111(d)
covers existing sources.103 Using 111(b) the EPA released New Source Performance Standards
for carbon emissions from EGUs. The EPA relies on Section 111(d) for its authority to
implement the Plan and regulate existing sources.104 The EPA claims that Section 111(d) allows
it to fill in a gap between the criteria pollutants and the hazardous pollutants.105 The EPA also
highlights the link between 111(b) and 111(d) by stating that, if a pollutant is found to endanger
public health or welfare under 111(b), then that pollutant must be regulated at existing sources,
too, under 111(d).106 The EPA states that carbon dioxide has been found to endanger public
health and welfare – that was the purpose of its 2009 Endangerment Finding – so the EPA must
regulate carbon dioxide emissions from existing sources. Regulating carbon dioxide emissions
from existing EGUs is what the Plan does.107 Specifically, under Section 111(d), the EPA says it
must identity the “best system of emission reduction” for carbon dioxide emissions – or BSER –
from existing EGU.108
One additional point discussed by the EPA is the interaction of Section 112 and 111(d).
The EPA notes that there is an “exclusion” which suggests that, if a source is regulated under
Section 112, it cannot also be regulated under Section 111(d).109 Specifically, the EPA teed up
the question in 2014 of “whether the Section 112 Exclusion should be read to mean that the
EPA’s regulation of HAP [hazardous air pollutants] from powerful plants under CAA section
96
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112 bars the EPA from establishing CAA section 111(d) regulations covering CO2 emissions
from power plants.”110 The EPA obviously concluded that it does not.111
C. Description and Justification for the Mechanics of the Plan
1. The EPA’s Conceptual Basis for Determining BSER
The conceptual basis for the determination of BSER is what the EPA terms the three
building blocks; these are three actions to reduce carbon dioxide emissions from existing fossil
fuel–fired power plants – existing EGUs. The three actions are (a) to improve the fuel efficiency
of coal-fired power plants – that is to lower the heat input (the “heat rate”) of coal-fired power;
(b) to substitute power from existing natural gas-fired combined cycle power plants for higheremission fossil fuel-fired generation; and (c) to substitute renewable power such as wind and
solar for generation from existing fossil fuel-fired power plants.112
Based on these three building blocks, the EPA ultimately defines “emission performance
rates” in pounds of CO2 per MWh for two sources: fossil fuel-fired steam generation and
combustion turbine generation.113 For fossil steam, the emission performance rate is 1,305
pounds of CO2 per MWh.114 For combustion turbines (the EPA actually defines this source as
combined cycle) the emission performance rate is 771 pounds of CO2 per MWh.115 The EPA
reports that these emission performance standards are notable reductions from the actual
emissions from these two classes of power plants in 2012. For fossil steam plants, the actual
emission rate was 2,160 pounds of CO2 per MWh in 2012 so the new standard requires a 40%
reduction.116 For combustion turbines, the emissions were 894 pounds of CO2 per MWh in 2012
so the required reduction is 14%.117 The EPA’s next step is to apply these two emission
performance standards to the power plants in each state so they can then calculate the emission
performance rate for each state; the emission performance rates differ by state because of the
different mix of power plants.118
The EPA gives the states the option to set the limit on CO2 emissions under a “massbased” approach rather than on a performance rate approach; that is, the mass-based approach
would set the total tons of CO2 emissions allowed in a state rather than a limit stated in pounds of
110
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CO2 per MWh. The mass-based approach was added by the EPA to accommodate market-based
mechanisms such as cap-and-trade. If the state wants to use a mass-based approach rather than a
performance rate, then that state takes the actual 2012 generation by type of power plant and
multiples that by the appropriate, adjusted performance rate to determine the state goal in terms
of maximum tons of carbon dioxide emissions allowed by 2030.119
Figure 3.4 displays the mass-based goals in million tons of CO2 emissions in 2030 for
each SPP state. Also shown are actual emissions in 2012. In the legend along the x-axis next to
the state initials is the percentage reduction in total CO2 emissions required under the Plan by
2030 as compared to 2012. The percentage reductions are highest on the left of the x-axis and
decline as we go to the right. The variations across the SPP states can be substantial in both the
level of emissions to start and the percent reduction required by 2030. Note that emissions are
displayed for the entire state, not just the SPP portion of the state; given this, Texas has the
highest level of emissions.
Figure 3.4 CPP State CO2 Projections for SPP States
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The EPA states that the criteria for setting the BSER are that it: (a) is technically feasible;
(b) can be achieved at reasonable costs; and (c) has been adequately demonstrated.120 The three
Building Blocks are the actions reflected in the EPA’s BSER, but the Building Blocks do not
limit the range of actions that can be used to comply with the performance rate or mass-based
standard. The EPA identifies some of the possible actions that are not included in the BSER
determination because they are not included in the three Building Blocks. Examples of the
excluded actions are (a) demand-side measures;121 (b) co-firing natural gas with coal or other
fuels122; and (c) other zero emission technologies not under Building Block 3.123 Also excluded
from the three Building Blocks are carbon capture and sequestration (“CCS”)124 and uprates of
existing nuclear power plants.125 Again, these and other actions can be used for compliance, but
are not reflected in setting the BSER.
The EPA invites an even broader range of compliance actions by giving the states the
option to use “state measures” to comply. As the name implies these are actions only the states
can enforce. Notably though, new natural gas-fired combined cycle power plants are not
included in compliance options. The EPA says that it does not want to encourage new carbon
dioxide emission sources.126 Again, Building Block 2 is just about increasing the use of –
increasing the “capacity factor” of – existing natural gas-fired combined cycle power plants.
2. The Quantitative Basis of the BSER
Again, the first Building Block sets improvements that can be made in heat rates. The
improvements are set separately for the three interconnections: (a) 4.3% for the Eastern; (b) 2.1%
for the Western and (c) 2.3% for Texas.127 The EPA displays three different ways to set this heat
rate improvement for each of the three interconnections to demonstrate that it chose the least
stringent of the three for the purposes of setting the BSER.128
Building Block 2 is entirely about running existing natural gas-fired combined cycle
plants at a higher capacity factor than determined through economic dispatch; specifically, the
EPA models these plants to run at a 75% capacity factor.129 Note that the EPA measures
capacity as net summer capacity rather than nameplate capacity.130 As seen in Table 3.1 below,
the EPA forecasts that this Building Block will increase combined cycle generation in the year
2030, as compared to the level in 2012, by 34% in the Eastern Interconnect, by 55% in the
Western Interconnect, and 49% in the Texas Interconnect.131 Across all three interconnections,
120
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combined cycle generation would increase by 40% under Building Block 2.132 The total increase
in combined cycle generation from 2012 to 2030 is 428 million MWh.133
Table 3.1 Increased Combined Cycle Generation Reflected in BSER (in million MWh)
Interconnection
2012
2030
Increases
Eastern
735
988
34%
Western
198
306
55%
Texas
137
204
49%
Total
1,070
1,498
40%
Source: CPP, Table 7, 64798.

The EPA supports its proposed substitution of combined cycle power by saying that the
40% increase going forward is less than the 83% increase seen from 2005 to 2012.134 The EPA
asserts further that the increase would “not impair power system reliability”135 and that there
would be no problems with infrastructure such as that for natural gas pipelines and electricity
transmission. It seems that, at least in part, the EPA’s logic is that the increase in combined
cycle power will come at off peak times so there would be no constraints.136
Building Block 3 is the substitution of renewable fuels for fossil fuel power. As evidence
of technical feasibility, the EPA right away cites the fact that twenty-nine states plus the District
of Columbia have Renewable Portfolio Standards which require those serving retail customers to
source certain percentages of power from renewable fuel.137 The EPA notes further that
renewables’ share of electric generation, including conventional hydro, had risen to 12% in 2013,
up from 8% in 2005.138
The EPA reports that it selected five renewable technologies to use in setting its BSER –
all are utility scale, the EPA did not include smaller scale options such as decentralized
generation.139 Those five are: (a) onshore wind; (b) solar photovoltaic; (c) concentrating solar
power; (d) geothermal power; and (e) hydropower.140 The bottom line is the EPA estimates that,
by 2030, additional renewable capacity will generate an additional 706 million MWh in that
year.141 The added 706 million MWh comes in three time frames. The first is about 213 million
MWh already under development and expected by the EPA to be in service by 2021.142 The
second is about 58 million MWh generated by new capacity brought on in the two-year period
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from 2022 to 2023.143 The third, and largest phase, is about 435 million MWh generated by new
renewable capacity brought on line in the seven-year period from 2024 to 2030.144
As a point of comparison, EIA reports in its Annual Energy Outlook 2015 that power
generated with renewable fuels totaled 483 million MWh in 2013 and, as noted, constituted 12%
of all electric power sector generation.145 EIA forecasts renewable generation to increase to 679
million MWh by 2030 – an increase of 196 million MWh or 41% over the 2013 to 2030
period.146 Renewables would then account for a 16% share of all electric power sector
generation.147 The EPA seems to be asserting that the 706 million MWh are over and above the
EIA forecast for 2030. Otherwise, how could the increase be credited to the CPP? If so, the
EPA’s BSER modeling requires renewable generation to increase by 706 million MWh – a 100%
increase over and above the EIA forecast for 2030. Going a level deeper into the detail shows
the primary assumptions the EPA relied upon to come up with the 706 million MWh of increased
electric generation by renewables. To help the reader, the EPA’s Table 9 is reproduced below as
Table 3.2.148
Table 3.2 Historical Capacity Changes and Associated Generation Levels
Assumed
Future
Capacity
Factor
Utility-Scale Solar PV
CSP
Onshore Wind
Geothermal
Hydropower
Total Generation

20.7%
34.3%
41.8%
85.0%
63.8%
N/A

Generation
Five-Year
Maximum
Associated with Five
Average
Annual
Year Average
Capacity Change
Capacity
Capacity Change
(MW)
Change (MW)
(MWh)
1,927
3,494,268
3,934
251
754,175
767
6,200
22,702,416
13,131
142
1,057,332
407
141
788,032
294
N/A
28,796,222
N/A

Generation
Associated with
Maximum Annual
Capacity Change
(MWh)
7,133,601
2,304,590
48,081,520
3,030,522
1,643,131
62,193,363

Source: CPP, Table 9, 64808.

The EPA took three steps as seen in Table 3.2. First, for each of the five renewable
technologies the EPA chose to include in its BSER, the EPA used historical data for a recent
five-year period to calculate both the annual average growth in capacity and the maximum
annual growth in capacity. Second, the EPA asserted a nationwide capacity factor for each of the
five technologies. Third, assuming capacity growth hit the annual average for the first two years
of the forecast period and the maximum for the other seven years, and applying the assumed
capacity factors, the EPA calculated the electric generation associated with the average and the
maximum capacities. Take onshore wind as an example. Looking at Table 3.2, the five-year
average growth of capacity was 6,200 MW. Using the EPA’s assumed capacity factor of 41.8%,
this new wind capacity would generate about 22.7 million MWh each year. The maximum
143
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annual capacity addition the EPA used for onshore wind was 13,131 MW. Applying the EPA’s
assumed capacity factor of 41.8%, this new wind capacity would generate about 48.1 million
MWh each year.
The same calculation of added MWh is made for all five technologies. Using the average
capacity, the increase in electricity generation with renewables would be about 28.8 million
MWh each year. Using the maximum capacity, the increase in electricity generation with
renewables would be about 62.2 million MWh each year. Under the Plan’s BSER, new
renewable generation capacity increases by the average rate for two years and at the maximum
capacity for seven years, resulting in about a 493 million MWh increase. Adding in the 213
million MWh from capacity that the EPA estimates will come on line by 2021, brings us to the
EPA’s total of 706 million MWh of electricity generated by renewables under the Plan.
The EPA reports that it analyzed “a host of constraints” that could get in the way of its
increase in renewable generation for its BSER.149 The constraints cited by the EPA, included
land use, terrain variability, distance to transmission, and population density.150 The EPA reports
that it also included electric system constraints, such as interregional transmission constraints,
partial capacity credit, and minimum turndown for fossil units.151 To reflect such constraints, the
EPA reports that it limited any one of the renewable technologies to serving no more than 20%
of the customer needs, and limited all five technologies to serving no more than 30% of customer
needs.152 For the 30% renewables penetration, the EPA concludes that the “impacts to the grid”
are “relatively minor.”153
The EPA offers additional anecdotal evidence to show that its Building Block 3
requirements are technically feasible by pointing to the experience in specific states. Iowa and
South Dakota used wind for more than 25% of their load in 2013,154 and California used
renewables for approximately 25% of its load in 2014.155 The EPA reports further that nine
states used renewables for more than 12%,156 and Germany used non-hydro renewables to serve
28% of its load.157
In the last pages of the regulations, the EPA’s Table 2 lists the “Statewide Rate-based
CO2 Emission Goals (pounds of CO2 per net MWh)”.158 The EPA’s Table 3 lists “Statewide
Mass-based CO2 Emission Goals (Short Tons of CO2)” – these were displayed for the SPP states
back in Figure 3.4.159 Throughout the regulations the EPA makes frequent reference to
combining the mass-based emissions approach with some form of trading.160 The EPA cites
examples of trading mechanisms being used in environmental regulation as proof that trading is
149
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“adequately demonstrated”161 and says that RTOs use environmental allowances and credits
routinely.162
The EPA also estimates the cost of the three Building Blocks: (a) for improving heat rates
the estimated cost is $23 per ton of carbon dioxide; (b) for substituting natural gas-fired
combined cycle power for higher emitting sources the estimated cost is $24 per ton; and (c) for
substituting renewable fuels for fossil fuels the estimated cost is $37 per ton.163 The weighted
average cost estimate for all three Building Blocks is $30 per ton of carbon dioxide.164 The EPA
finds the $30 per ton to be reasonable based on some examples of other technologies such as the
cost of flue gas desulfurization (“FGD”) to control sulfur dioxide emissions.165 Finally, in
support of the reasonableness of the Plan’s costs, the EPA points to the estimated social cost of
carbon emissions being $40 per ton.166
The EPA provides estimates of benefit, compliance costs, and net benefits for a massbased approach in several years including 2030.167 The benefits include both “climate benefits”
and “air quality health co-benefits.” In 2030, at a 3% discount rate, the net benefits estimate
ranges from $26 to $43 billion.168 Other, non-monetized benefits also are listed by the EPA
ranging from improved visibility to fewer mercury deposits.
D. Conclusions
The Supreme Court’s stay, including the litigation it envisions, is of great consequence
for America’s electricity business, in general, and for the SPP region in particular. However, to
understand what is at stake, it is important to recall that the litigation is most likely to be about
how to regulate – that is, how to reduce – CO2 emissions from power plants, not whether the
EPA has the authority to regulate CO2 emissions. The authority to regulate CO2 emissions
followed from the Supreme Court’s ruling in 2007 which led to the EPA’s Endangerment
Finding in 2009. The central issue, then, is whether the Plan is the best or even one reasonable
way to answer the question about how to regulate carbon dioxide emissions from power plants.
The answer hinges on two other questions. The first, which is a legal question, is: does Section
111(d) give the EPA the authority to do all it proposes to do under the Plan? The second, which
is an analytic question, is: does the quantitative analysis done by the EPA to develop the Plan
adequately show that the Plan is the “best system of emissions reduction or BSER” as required
under Section 111(d)?
As to the legal question, with its stay, it is fair to say the Supreme Court gave weight to
the Plaintiffs’ argument that it would be wrong to allow what happened with MATS to reoccur
with the Plan; what happened is that, by the time the Supreme Court raised concerns about
MATS, the EPA had already implemented MATS. As to the Plaintiffs’ deeper, substantive
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concerns with the Plan, those have to be argued in the courts. In sum, Plaintiffs argue the EPA is
drawing a great deal of authority out of a rarely-used and brief part of the CAA. That is, the
EPA is drawing out of just a few words – “best system of emission reduction” – the authority to
order those in the power business to take a great deal of effort to cut CO2 emissions. The
Plaintiffs state more strongly that:
“numerous state regulators describe the Plan as the most far reaching and burdensome
rule EPA has ever forced onto the States. Relying on five words in a rarely-used
provision of the CAA – ‘best system of emission reduction’ – EPA claims the authority
to require States to achieve massive carbon dioxide emission reductions that EPA has
calculated based on ‘shifting’ electric generation away from fossil fuel-fired power plants
to other sources of energy – such as wind and solar – that EPA prefers.”169
As noted at the start, the EPA regulations have been a major driver in resource decisions
for decades. However, the Plan fundamentally changes the nature of that resource planning.
Indeed, Plaintiffs claim that the Plan makes the EPA “the nation’s central energy planning
authority.” Plaintiffs state more fully:
“Under EPA’s logic, the agency could eventually require emission reductions premised
on a complete shift of electric generation away from fossil fuel-fired power plants, if the
power grid could produce sufficient substitute electricity from sources designated by
EPA as ‘cleaner,’ such as wind and solar power. EPA would no longer be an
environmental regulator, but rather the nation’s central energy planning authority, with
the unilateral authority to end the use in this country of certain kinds of energy
generation.”170
Plaintiffs argue that, to make such a major break with the past through 111(d), the EPA
must surely have to show Congressional intent to give such authority to the EPA. Citing a recent
case Plaintiffs stated:
“the Plan cannot be reconciled with Utility Air Regulatory Group v. EPA, 134 S. Ct. 2427
(2014) (“UARG”), in which this Court told EPA in a case also involving the regulation of
carbon dioxide emissions that the agency must point to ‘clear’ congressional
authorization whenever it ‘claims to discover in a long-extant statute an unheralded
power to regulate a significant portion of the American economy.’”171
In this regard those opposing the Plan could readily point to the fact that Congressional
intent to regulate CO2 is hard to find. Opponents will note that the Senate voted 95 to zero
against the Kyoto Accord in 1997 and the Senate failed to even set a vote on the WaxmanMarkey bill in 2010.172 Finally, as to legality under 111(d), the Section 112 Exclusion also must
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be addressed. Plaintiffs take the view that, if a source (the power sector or a power plant) is
regulated for hazardous pollutants under Section 112, that source cannot be regulated under
111(d). This remains an open and important legal issue.173
As to the analytic question – does the EPA show the Plan to be the “best system of
emission reduction” – one fair basis for an answer might be to compare the resource planning
done by the EPA to support the Plan to that done routinely by the individual states. We spent a
good deal of time above simply laying out the EPA’s analysis so the SPP Board could judge for
itself. Our view, based on extensive, hands-on experience, is that the state resource planning is
far superior. Moreover, the states already reflect significant efforts to reduce CO2 emissions in
the resource planning. State efforts range from using CO2 penalties in their planning scenarios in
explicit goals for renewables in binding Renewable Portfolio Standards.
To be fair, the EPA might argue that it is not doing resource planning. Rather, the EPA is
setting performance standards and the states, if they choose, can determine how the performance
standards are met. As noted above, this reflects the fact that the EPA does not limit the
technologies or methods used for compliance to those reflected in the three Building Blocks.
If the Plan is found to be unlawful – if the EPA, as the Plaintiffs argue, does not have the
authority to do all that it proposed to do – then we must anticipate another proposal from the
EPA. Again, the Supreme Court has already ruled that the EPA can regulate CO2 emissions; the
only question is how that regulation is best achieved. With the added time afforded by the stay,
and in anticipation of another proposal if the Plan was to be rejected, ongoing collaborative
discussions within the SPP community may be constructive. Again, one theme worth pursuing is
that the SPP market has and could continue to be a cost-effective path to reduction in carbon
dioxide emissions.
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IV. Federal Versus State Jurisdiction in the
Electricity Business (Update)

A. Introduction

T

his year (2016) is shaping up to be historic for the long-standing debate over federal

versus state jurisdiction in the electricity business. Specifically, two major cases have been taken
up by the Supreme Court, with one decided in January and another in which oral arguments were
heard in February – a decision in this second case is expected in the spring.
The first of these cases involved FERC’s regulation of demand-side resources; we will
call it the EPSA case. Put simply, lower courts had ruled that demand response bids could not be
invited in wholesale markets regulated by FERC because demand response is a retail transaction
and, therefore, regulated solely by the states. Subsequently, the Supreme Court reversed the
lower courts and found that demand response can be included in wholesale ISO/RTO markets
and, in that circumstance, regulated by FERC. This removed the uncertainty regarding demand
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response participation in organized markets like those run by SPP.
The second case is one that we have discussed in previous Looking Forward Reports; we
will refer to it as the Maryland case.174 Put simply, lower courts had ruled that Maryland (and
also New Jersey) could not address long-term reliability concerns by conducting competitive
procurements to induce the construction of new power plants in a geographic area of an RTO
which had a capacity market. That is, the lower courts ruled that FERC-regulated, RTO capacity
markets preempted the states’ traditional role in resource planning. It is our view that, if the
Supreme Court holds to the principles and logic of its ruling in EPSA, it will overturn the lower
courts once again and restore the states’ traditional, central role in resource planning. All of this
will be discussed here in detail.
B. Background on the Federal-State Jurisdictional Split
The jurisdictional split between state and federal regulation traces its history back to at
least 1935. At that time, the electricity industry was extremely concentrated, with about 45% of
all generation nationwide being provided by three privately-held “holding” companies.175 In an
effort to break up the large holding companies that dominated the electricity industry, Congress
passed the Public Utility Holding Company Act of 1935.176 At that same moment, U.S.
Congress passed the Federal Power Act of 1935, which delineated what has since become known
as a “bright line” jurisdictional split between the federal government and the states. In essence,
the federal government was granted jurisdiction over the portion of the electricity business that
the courts said could not be reached by the states – namely, interstate wholesale transactions. All
the rest was left to state regulation and more narrowly called retail jurisdiction.
For about 80 years, this wholesale/retail jurisdictional split has led to a constructive but
contentious coexistence of the state and federal regulation. However, in recent years, there have
been challenges to the peaceful coexistence of FERC and the state commissions that regulate the
electricity industry. In a recent article, Robert Nordhaus explains that the “Bright Line” has
begun to engender controversy:
“Utilities and federal policymakers have complained that state generation and
transmission siting decisions and state retail rate policies have frustrated federal
energy policies, and Congress has enacted several modifications to the FPA in
response to these complaints. State regulators have complained of FERC
encroachments on states’ ability to regulate local distribution companies and
transmission services associated with serving retail load.”177
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Nordhaus goes on to say that while “the Bright Line’s wholesale/retail division of labor
remained basically workable for many years,” more recently, “a host of new jurisdictional issues
have challenged the states, the FERC, and the courts in applying the…Bright Line.”178 Those
issues are most notably highlighted by these two major cases that were taken up by the Supreme
Court.
C. The EPSA Case
1. Background
The first Supreme Court case – EPSA v. FERC179 – involved FERC Order No. 745.180 In
that case, the Supreme Court was asked to decide whether FERC’s attempt to include and,
thereby, regulate demand response in the wholesale energy market is lawful or if demand
response is solely within state jurisdiction.
FERC issued Order No. 745 in March 2011. The Order required RTOs and ISOs to
compensate demand response providers at full locational marginal prices in the energy market.
EPSA, among others, appealed the decision, and in May 2014, the D.C. Court of Appeals issued
a split decision181 to vacate FERC Order No. 745. The Court’s decision focused primarily on a
jurisdictional argument, deciding that demand response is a retail transaction, not a wholesale
transaction, and thus is under the jurisdiction of the states, not FERC.182 The D.C. Court of
Appeals later heard and denied a petition for en banc review of its decision.183 The D.C. Court
wrote that, “FERC’s authority over demand response resources is limited: its role is to assist and
advise state and regional programs.”184 In other words, and even more significantly, the D.C.
Court concluded that demand response should not be allowed to participate – submit offers – in
FERC-jurisdictional wholesale markets. Here, the D.C. Court of Appeals ruled that the states
had exclusive jurisdiction over demand response.
2. The Supreme Court’s Ruling
The plaintiffs submitted a Writ of Certiorari to the Supreme Court,185 and the Writ was
granted on May 4, 2015. The case was argued before the Supreme Court on October 14, 2015
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and decided on January 25, 2016.186 In a 6-2 decision,187 the Supreme Court held that the
Federal Power Act “provides FERC with the authority to regulate wholesale market operators’
compensation of demand response bids.”188 Thus, the Supreme Court reversed the lower court’s
decision. Four of the Supreme Court’s arguments are notable.
First, the Supreme Court found that, just because FERC takes an action in a wholesale
market which has an effect on retails rates, it does not mean FERC has begun to regulate retail
rates. Specifically, the Supreme Court found that, “When FERC sets a wholesale rate, when it
changes wholesale market rules, when it allocates electricity as between wholesale purchasers—
in short, when it takes virtually any action respecting wholesale transactions—it has some effect,
in either the short or the long term, on retail rates. That is of no legal consequence.”189
Second, the Supreme Court found that demand response is necessary in wholesale
markets to ensure just and reasonable rates. The Supreme Court stated: “We will not read the
FPA, against its clear terms, to halt a practice that so evidently enables the Commission to fulfill
its statutory duties of holding down prices and enhancing reliability in the wholesale energy
market.”190 In other words, according to the Supreme Court, precluding demand response from
participating in the wholesale market would go against the Federal Power Act’s mandate to
FERC to “hold down prices” in those wholesale markets.191
Third, the Supreme Court claimed that EPSA’s argument is invalid because it would
prevent the existence of any demand response at all in wholesale markets. Specifically, reasoned
the Court, under the Federal Power Act, in order to be legal, electricity sales must be under
someone’s regulation – either FERC or the states. Under EPSA’s argument, however, neither
FERC nor the states would be allowed to regulate demand response in wholesale markets. FERC
would not be allowed to regulate demand response, but neither would states, since the Federal
Power Act “leaves no room for either direct state regulation of the prices of interstate wholesales”
or “for regulation that ‘would indirectly achieve the same result.’”192 This would be a problem,
according to the Supreme Court, because the Federal Power Act delineated jurisdiction between
the states and FERC that was both “complementary” and “comprehensive,” so that there were no
regulatory gaps.193
Fourth, having addressed the question of whether FERC can regulate demand response in
wholesale markets, the Court then found that FERC’s order to pay full locational marginal prices
186
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to demand response resources is not “arbitrary and capricious.”194 The Court notes that its
“important but limited role is to ensure that FERC engaged in reasoned decision-making—that it
weighed competing views, selected a compensation formula with adequate support in the record,
and intelligibly explained the reasons for making that decision.”195 The Court found that FERC
did so because it “provided a detailed explanation of its choice of LMP [locational marginal
pricing] and responded at length to contrary views” and that “FERC’s serious and careful
discussion of the issue satisfies the arbitrary and capricious standard.”196
D. The Maryland Case
1. Background
The second case taken up by the Supreme Court involves a U.S. Federal District Court
ruling that states’ resource planning efforts cannot coexist with wholesale markets under federal
jurisdiction.
Specifically, in 2011, regulators in Maryland and in New Jersey, two states that rely
heavily on imported out-of-state power, had been warned by PJM and others that, because of
delays in the completion of new transmission projects, both states might face significant capacity
shortfalls and even the possibility of brownouts or rolling blackouts. Making matters worse, (a)
both states’ generation portfolios were aging and a significant portion was at risk for retirement,
(b) loads for both states were volatile and difficult to predict, and (c) both states had aggressive
renewable portfolio standards that required conventional generation to support intermittent
power supply from wind and solar.197
Maryland and New Jersey were participants in PJM’s wholesale markets, including its
capacity market, the Reliability Pricing Model, or RPM. RPM was designed to attract
investment in new generation when and where it was needed, but in the eyes of Maryland and
New Jersey regulators, RPM was not attracting sufficient local, conventional generation to assure
reliability. Given this, Maryland and New Jersey each conducted a competitive procurement for
new gas-fired generation. Notably, only states have the authority to order new generation to be
built, neither FERC nor PJM can do that. These procurements resulted in power purchase
contracts for 1,948 MW of new gas-fired generation for New Jersey and 661 MW for
Maryland.198
Several parties – mostly companies owning generation elsewhere in PJM – challenged
these contracts in cases before U.S. Federal District Courts. The plaintiffs in both cases argued
that, because FERC had created a capacity market within PJM, the states were preempted from
194
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playing their traditional role in resource planning. In the Maryland case, the judge found that the
Maryland procurement violated the Supremacy Clause of the U.S. Constitution because it “set”
prices for sales of wholesale capacity and energy,199 and in New Jersey, the judge concluded the
same.200 Both states appealed the respective decisions; separate court decisions denied both
appeals.201 Both states petitioned the U.S. Supreme Court for reconsideration of the two
decisions;202 the Supreme Court took up the Maryland case and heard oral arguments on
February 24, 2016203 with a decision expected sometime this spring.

2. Applying the EPSA Decision to the Maryland Case
It is our view that, if the Supreme Court bases its decision in the Maryland case on the
same principles as in its decision in EPSA, the Court will reverse the local courts. By so doing,
the Court will restore the states’ longstanding, lead role in resource planning. And, at the same
time, the Court will restore balance to the federal-state jurisdictional split. We apply the
principles of EPSA in four aspects.
First, in EPSA, the Supreme Court found that FERC did not “regulate retail electricity
sales…just because [FERC’s regulatory effort] affects the quantity or terms of retail sales.”204
Therefore, the reverse of this must also be true: state regulatory efforts cannot be said to regulate
wholesale markets just because states’ actions “affect” wholesale rates. Yes, the states’ actions
affect wholesale rates, but that, according to the Supreme Court in EPSA, does not preclude the
states from taking these actions since such impacts are “inevitable.”205
Second, the Court states that intent of a federal or state regulator matters and, as a
consequence, federal and state jurisdiction can coexist. It notes that “a ‘Platonic ideal’ of strict
separation between federal and state realms cannot exist” and that whenever FERC “takes
virtually any action respecting wholesale transactions…it has some effect” on “retail rates.”
Thus, reasons the Supreme Court, when FERC “regulates what takes place on the wholesale
market, as part of carrying out its charge to improve how that market runs,” the impact FERC’s
actions have on retail markets is of no legal consequence. The reverse, then, must also be true
for states. That is, whenever the states take “virtually any action” respecting retail transactions,
it will have “some effect” on wholesale rates. And, as long as the states’ actions in regulating
retail markets are part of their duty to improve how the retail market functions, the impact of the
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states’ actions on wholesale markets should be of no legal consequence.
Elsewhere in EPSA, the Supreme Court once again gives weight to the regulators’
“justifications” – or intent – in setting its regulations. It says that FERC’s justifications for
regulating demand response were “all about, and only about, improving the wholesale market.”
The reverse must also be true for states’ intent. Both Maryland and New Jersey have been clear
that their intent was to maintain reliability for retail customers in their states, which is their sole
responsibility, not to interfere with the wholesale market. The Supreme Court should give the
same deference to the states’ stated intent as it did to FERC’s stated intent.
Third, the Supreme Court also addressed the notion of “setting” rates versus “affecting”
rates in EPSA. Specifically, the Court points out that affecting rates is not the same as setting
rates when it writes that FERC, with Order No. 745, has not “set actual rates” and that “states
continue to make or approve all retail rates.” Again, the reverse must also be true for states,
who are not setting wholesale rates in any way. The lower court in the Maryland case gave
special emphasis to the claim that the Maryland Commission’s procurements somehow “set” the
price in PJM’s RPM – the Supreme Court’s principle in EPSA would undermine that claim.
Fourth, the Supreme Court also notes that the states can take actions to “insulate [retail
rates] from price fluctuations in the wholesale market.” The reverse must be true: FERC can
take actions to insulate wholesale rates from effects of the retail markets in states, such as
Maryland and New Jersey’s contracts for new generation. In fact, FERC did take action,
approving a “minimum offer price rule,” which protects PJM’s capacity market from
uneconomic entry.
Moreover, in a physical sense, the Federal Power Act offers Maryland and New Jersey an
additional justification for their actions, beyond the support they can take from EPSA.
Specifically, the Federal Power Act clearly reserves the rights of the states to take actions to
protect the reliability of electric service within the state’s borders. In section 824(o)(i)(3) of the
Federal Power Act, Congress made it clear that states can “take action to ensure the safety,
adequacy, and reliability of electric service within that State, as long as such action is not
inconsistent with any reliability standard.” Particularly in the case of Maryland and New Jersey,
this is exactly what the states did. Their actions – securing long-term contracts for new
generation – were all about preserving reliability in their states beyond the minimal reliability
provided by PJM’s short-term markets.
E. Implications Going Forward
If the Supreme Court applies the principles from the EPSA decision to the Maryland case,
then the Court will effectively update the “Bright Line” between federal and state jurisdiction.
The update would allow federal and state regulation to coexist as it has for eight decades.
Notably, it would be understood that the jurisdictional line is not crossed by a state when retail
regulation “affects” wholesale rates or vice versa.
If the Supreme Court does not apply the same principles from EPSA and does not reverse
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the lower courts, the decision in the Maryland case could create a slippery slope; other state
programs in all states – not just states participating in wholesale capacity markets – could be
preempted under similar reasoning. As we have pointed out in the past, states’ efforts to procure
(a) full requirements electricity service for its default service customers, (b) renewable resources
pursuant to state Renewable Portfolio Standards, (c) demand-side products, (d) peaking capacity,
and (e) utility rate-base generation could all be in danger if the New Jersey and Maryland cases
are not overturned.206
Finally, we would note that even if the EPSA and Maryland decisions sharpen the bright
line between state and federal jurisdiction, it is likely that new jurisdictional friction will arise.
As noted in his Energy Law Journal piece, Robert Nordhaus argues that the “bright line”
between state and federal jurisdiction no longer makes sense, and that there will continue to be
“frequent collisions” between state and federal jurisdiction going forward.207 He says this is
especially the case as distributed generation, demand response, microgrids, storage, and other
new technologies which “challenge the assumption that we can easily distinguish between
wholesale and retail service.”208 For example, he notes that output from distributed generation is
considered state-jurisdictional if the amount of output is less than or equal to the customer’s
consumption in a billing period; however, if output from the distributed generator is greater than
the customer’s consumption, that output is considered federal-jurisdictional. He calls this a
“tortured” jurisdictional split,209 one that could result in more showdowns between federal and
state regulators.
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V. Decentralization and the Changing Utility
Model (Update)

A. Introduction

F

or the past three Looking Forward Reports, we have posed the same important

question: are decentralized resources – distributed generation such as rooftop solar, microgrids,
energy storage, etc. – a competitor to the grid, a complement, or both? And, further, is there
evidence of an imminent, large-scale displacement of grid-based services? Of course these
questions matter to utilities – so-called “load defection” is one of the biggest challenges utilities
will face from competition by decentralized resources. These questions also matter to the SPP
Board: transmission planning is one of SPP’s most important functions, and SPP’s transmission
planning process has delivered billions of dollars of transmission project investment and
commensurate benefits to the SPP region.
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This year, we update our research on the impact of decentralized technologies. Overall,
we still do not find evidence of an imminent, large-scale threat of decentralized technologies
displacing grid services. The excitement over decentralized generation is focused often on solar
generation. Given that, our reasoning focuses on two points. First, utility-scale renewables
appear to be less expensive than both community-based and rooftop solar. Since utility-scale
depends on the grid, it is difficult to see it as a threat to the grid. Thus, while we do see new
competition between decentralized technologies and utility-scale projects for the production of
electrons, we do not see an imminent, competitive threat to the necessity of the grid in delivering
those electrons.
Second, with today’s technology, it is difficult to see rooftop solar leading to an
abandonment of the grid. This is especially true if net metering is used to promote renewables;
in this circumstance rooftop depends on the grid (a) for “sales” to the grid when solar generation
exceeds needs or (b) the grid is needed to supply power when solar generation falls short of need.
Further, the “solar-plus-storage” model is not quite ready to allow customers to completely
disconnect from the grid in a reliable, cost-effective manner.
Of course cost alone does not tell the whole story. Cultural factors could drive
consumers toward decentralized generation and away from the grid. One of those cultural
factors is environmental performance: some consumers will be willing to pay more for their
power (via rooftop solar) knowing that their power is 100% renewable. A second cultural factor
is what we call “doorstep reliability,” which is assurance that decentralized power supply will
not be impacted by grid outages caused by storms or other factors. A third cultural factor is
“personal choice,” which may tempt a consumer to leave their utility and consume electricity the
way they have begun to do with taxi services (via Uber and Lyft), cable television (via Netflix),
and hotels (via Airbnb). These cultural drivers ensure the importance of paying attention to
developments in decentralization going forward.
B. Cost Comparisons
1. Utility-Scale Renewables Cost Less
Lazard, a financial advisory and asset management firm, recently published its annual
update comparing the levelized cost of electricity across various generation technologies.
Lazard’s data shows the levelized cost of new electricity for both fossil fuel-fired generation and
renewable generation, both with and without subsidies. Lazard’s data was developed with the
help of “a leading consulting and engineering firm” along with “Lazard’s commercial
knowledge” and “input from a wide variety of industry participants.”211
210

Figure 5.1 below copies part of a Lazard graphic showing the unsubsidized, levelized
cost of electric energy across generation technologies. The lower segment of the graphic
presents estimates of cost for “conventional” technologies. It comes as no surprise that natural
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gas-fired combined cycle generation has the lowest cost among conventional technologies;
Lazard shows a range of $52 to $78 per MWh with the range caused by a significant difference
in capacity factors (70% to 40%, respectively) and notable variations in capital and operating
costs.212 Lazard uses a current, low natural gas price of $3.45 per MMBtu.213
The top segment shows Lazard’s cost estimates for “alternative energy.” Looking at
wind near the bottom might suggest it is competitive with combined cycle without subsidies;
Lazard pegs the cost of on-shore wind at $32 to $77 per MWh. However, Lazard notes
elsewhere that they did not reflect “capacity value vs. energy value” nor “network upgrade,
transmission or congestion costs” nor “integration costs.”214 These exclusions make it difficult
to use the Lazard cost estimates for a head-to-head comparison of conventional and alternative
technologies.
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Figure 5.1 Lazard’s Unsubsidized Levelized Cost of Energy Comparison

Source: Lazard, “Lazard’s Levelized Cost of Energy Analysis – Version 9.0,” November 2015, 2.
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The Lazard cost comparisons are very helpful, though, for the task at hand: comparing
the costs of grid and “off-grid” renewables. Let’s focus on solar and distinguish among rooftop,
community, and utility-scale. By Lazard’s reckoning, the cost of residential rooftop ranges from
$184 to $300 per MWh. If rooftop is, instead, for commercial and industrial customers, the costs
fall to a range of $109 to $193 per MWh. Community solar’s cost estimate is $78 to $136 per
MWh. Finally, two versions of utility-scale solar PV – crystalline and thin film – have costs
ranging from $58 to $70 per MWh and $50 to $60 per MWh, respectively.
The central point of the solar cost comparisons is that economies of scale matter. The
costs fall dramatically as we go from residential rooftop to utility-scale. The relevance for our
purposes is that, if costs alone drove technology choice, utility-scale would win. That, in turn,
means the grid remains essential even as dependence on solar grows. Notably, utilities have
made considerable investments in utility-scale solar215 and wind resources,216 and are projected
to continue to do so.
Lazard’s work also is very useful to see the impact of government tax subsidies. Figure
4.2 below shows Lazard’s subsidized, levelized cost of energy estimates for renewable
generation alongside its unsubsidized data from Figure 5.1. Figure 5.2 shows U.S. federal tax
subsidies only – either the investment tax credit or the production tax credit. For solar resources,
Lazard assumes both a 30% investment tax credit (shown in lighter blue) and a 10% investment
tax credit (noted by the orange diamonds). For wind, Lazard assumes no investment tax credit
and a $23/MWh production tax credit for ten years.
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Figure 5.2 Lazard’s Levelized Cost of Energy with U.S. Federal Tax Subsidies

Source: Lazard, “Lazard’s Levelized Cost of Energy Analysis – Version 9.0,” November 2015, 4.

Looking at the very bottom of Figure 5.2, shows tax subsidies cut the cost range for onshore wind from (a) $32 to $77 per MWh without tax subsidies to (b) $14 to $63 per MWh with
subsidies; tax subsidies, therefore, cut the lower and upper bound costs by 56.3% and 18.2%,
respectively. Looking next at utility-scale thin film solar photovoltaics (“PV”) (six rows up), the
tax subsidies decrease the cost range from (a) $50 to $60 per MWh without tax subsidies to (b)
$41 to $49 per MWh with tax subsidy. Tax subsidies cut the lower and upper bound costs by
18.0% to 18.3%, respectively.

2. Storage
Discussion of decentralized technologies is incomplete without considering energy
storage, which can be used alone as reliability backup power or in combination with distributed
generation such as rooftop solar. Historically, there have been two primary criticisms of energy
storage: its cost – too high, about $700/kWh217 – and its size – too small and expensive to be
competitive on the grid, and too big for individual end users.
There have been developments in storage over the past year that chip away at both of
those criticisms. First, on the cost side, prices continue to come down. The Electric Power
Research Institute (“EPRI”) expects storage prices to come down 40% by 2025.218 Brattle Group
expects to see prices of $350/kWh by 2020.219 And Tesla recently stated at an Edison Electric
217
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Institute (“EEI”) conference that they would be “disappointed” if battery costs were not down to
$100/kWh by 2020.220
Second, Tesla announced Powerwall, a home battery system designed to store electricity
generated from either the grid, or more notably, from rooftop solar panels. Powerwall has been
described as a game-changing product, largely because it costs “far less” than other battery
systems and is easier to install.221 While the Powerwall is not without its limitations, to many it
represents the future for potential solar-plus-storage distributed system for individual customers
who wish to disconnect from the grid.
Importantly, energy storage cannot yet provide cost-effective means of disconnecting
from the grid altogether. A recent study222 by an Australian consumer protection group –
“Choice” – looked at the economics of Powerwall. The study found that the payback period for
a 7 kWh Powerwall, a 4 kWh solar array, and a power inverter is 14 to 24 years, depending on
how much solar power the customer uses.223 The authors also found that a 7 kWh Powerwall
battery – the size of the residential battery offered by Tesla – is insufficient to make a customer
independent from the grid.224 A recent Forbes article raises the challenging economics of the
solar-plus-storage distributed model, noting that Powerwall will cost consumers 15 cents/kWh
and solar power from rooftop panels installed by Tesla’s sister company, SolarCity, will cost an
additional 15 cents/kWh, meaning the total cost of solar rooftop plus storage would be 30
cents/kWh.225 There are also questions about Powerwall’s efficiency and durability. Powerwall
is 92% efficient, and a typical inverter – which is needed to make Powerwall work – is 90-94%,
meaning an overall efficiency of 83-87%,226 while, in terms of durability, engineering experts are
skeptical that Powerwall can last ten years, which is the length of the Powerwall warranty. 227

3. Investment in Decentralized Technology Continues
As documented by the Lazard study cited above, if we look only at cost, utility-scale
generation provides lower cost than distributed alternatives. Nevertheless, investment in
decentralized technologies has grown rapidly, including that for distributed solar generation.
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Evidence of this is clear:


In 2015, residential, distributed solar installations grew by more than 50% year-over-year
for the fourth consecutive year, reaching a total installed capacity of almost 2.1 GW in
the U.S.228 Looking forward, the National Renewable Energy Laboratory (“NREL”)
estimates that the total “technical potential” of rooftop solar PV for the U.S. is 1,118 GW
of installed capacity and 1,432 terawatt-hours of annual energy generation.229



Community solar – a solar project built to allow a group of people to own a stake or
subscribe to its energy output and see their purchases reflected on their utility bills – is
also growing. As shows in Figure 5.1 above, community solar typically costs less than
rooftop solar installations, and allows people in certain circumstances – like renters who
live in apartment buildings or those who have roofs that are unsuitable for solar panels –
a chance to buy a slice of distributed solar generation. According to the Solar Energy
Industries Association (“SEIA”), there are 25 states with at least one community solar
project online, with 91 projects and 102 MW installed through early 2016.230 According
to GTM Research, U.S. community solar is expected to have a compound annual growth
rate of 59% between 2014 and 2020.231



Microgrids, a technology we have covered in the past two Looking Forward Reports,
continue to gain momentum despite challenging economics. Siemens estimates that for
an installation with an average load of 40 MW, the estimated investment is $150 million
and has a payback period (via energy savings) of 24 years.232 There have been numerous
successful examples of microgrids, at universities such as Princeton and New York
University, as well as in urban areas like the 40 MW Co-Op City microgrid in the Bronx,
which has a cogen plant that provides heat and power to more than 600,000 residents in
14,000 apartment buildings, 35 high rise buildings, schools, and shopping centers.233
Universities, in particular, have been at the forefront of microgrid adoption, with the
largest and most integrated microgrid being at the University of Texas at Austin, which
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has delivered with 99.9998% reliability over the last 40 years.234
All this decentralized investment suggests that we must look beyond cost to other factors
that may drive investment in decentralized resources. Such factors could be cultural in nature,
such as desire for (a) 100% renewable energy, (b) doorstep reliability, and (c) personal choice.
Or the driving factor may be public policy, such as direct subsidies and transmission cost
allocation, which can affect the economics of decentralized technologies. Below, we address
both of these factors.
C. Cultural Factors
Load the website for Tesla’s Powerwall – https://www.teslamotors.com/Powerwall – and
this is the text that greets you:
“Energy Storage for a Sustainable Home
Powerwall is a home battery that charges using electricity generated from solar panels, or
when utility rates are low, and powers your home in the evening. It also fortifies your
home against power outages by providing a backup electricity supply. Automated,
compact and simple to install, Powerwall offers independence from the utility grid and
the security of an emergency backup.”
To us, with this language, Tesla is identifying the cultural factors that are helping to drive
demand for decentralized resources. Cultural factors are non-economic drivers of customer
behavior and demand. We break them down into three categories: (a) environmental
performance, (b) doorstep reliability, and (c) personal choice. Cultural factors can push against
decentralized generation, too. For example, even if a solar-plus-storage option was available to
every homeowner and business, not everyone would necessarily enjoy the costs and commitment
of becoming a generation asset owners – such buyers may prefer the simplicity of continuing to
receive power from the grid.

1. Environmental Performance
Superior environmental performance does not come free. Choosing renewables, for
example, often requires forgoing the cheapest option available in favor of something more
expensive, but with better environmental performance including fewer or even zero air pollution
emissions. But some consumers may show a willingness to pay extra for knowing that more or
all of their generation comes from renewable resources. Some businesses are pursuing goals of
consuming more or even 100% of their electricity from renewable resources and publicizing
those efforts. Google, for example, has set a goal to power its operations with 100% renewable
energy,235 while Apple claims to have already achieved that same feat for its U.S. data centers,
Elisa Wood. “Why the Largest Microgrid in the U.S. is in Austin.” GreenTech Media. July 18, 2014. Available
at http://www.greenbiz.com/blog/2014/07/18/how-university-texas-runs-largest-microgrid-us.
235
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stores, and offices.236 Hawaii with its unique island system is largely considered to have the
most aggressive Renewable Portfolio Standard in America: Hawaii's policy, H.B. 623, dictates
that 30% of its power come from renewables by the end of 2020, 40% by 2030, and 70% by
2040, ultimately reaching 100% renewable electricity by 2045.237
2. Doorstep Reliability
Power outages on the grid cost U.S. consumers between $20 billion and $150 billion
annually.238 Decentralized resources – including distributed generation and energy storage –
may allow consumers to protect themselves against outages, no matter the condition of service
on the grid. So-called “doorstep reliability” is one of the main selling points of Tesla’s
Powerwall, as discussed above, as well as for distributed generators and microgrids. Again, like
environmental attributes, this doorstep reliability has a cost, but it is one some individuals and
businesses may be willing to pay for protecting against lengthy grid outages.
3. Personal Choice
“Personal choice” as it relates to buying electricity involves independence from your
utility and an ability choose the source of your electricity. Thanks to new technologies and other
innovation, there are at least three main sources of power from which to choose. First is from the
utility or a third-party provider via the grid. The second is from self-owned distributed
generation and/or energy storage; this is the solar-plus-storage distributed model marketed by
Tesla and others. The third is even more innovative and follows the lead of Uber and Lyft in the
taxi industry and Airbnb in the hotel industry. That is, so-called “peer-to-peer” sales of
electricity – part of what some call the “shared economy” – involve marketplaces for consumers
of electricity to shop for electricity supply from other sources of distributed generation
owners.239
As to this third option, in the Netherlands, a company called Vandebron launched a
platform that allows individuals to buy electricity straight from, say, a local farmer with excess
electricity production from solar PV panels or biogas-to-power installations. Vandebron’s
platform allows users “to pick from different producers, each featuring a high-quality picture and
a small story about their farm, betting on the trust component to change how people pick their
electricity producer.”240 Closer to home, New York’s Renewing the Energy Vision (“REV”)
initiative proclaims “energy democracy” as a benefit of REV, which is defined as a system where
“residents and communities can be full participants in a clean energy future, from owning
Cole Mellino. “Apple to Power 100% of Singapore Operations With Solar Energy.” EcoWatch. November 17,
2015. Available at http://ecowatch.com/2015/11/17/apple-solar-singapore/.
237
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renewable energy projects, controlling how we distribute energy, or gaining the power to make
decisions about how energy investments are made in our neighborhoods.”241
4. How Utilities Are Responding
In light of (a) increasing competition from decentralized resources for the production of
renewable kWh and (b) the impact of the cultural factors we explain above, utilities have a
unique opportunity to leverage their expertise, infrastructure, and existing customer relationships
to adapt to the changing environment. Indeed, some utilities are doing exactly that. One way
utilities are responding in a way that leverages their advantages is by investing in utility-scale
solar projects which, again, are cheaper than their decentralized competitors because of
economies of scale. According to the SEIA, there are over 11 GW of solar PV in operation in
the U.S. today, with another 16 GW of new solar PV projects under contract and another 28 GW
of announced solar PV projects.242
Additionally, there is evidence that some utilities are embracing the same decentralized
resources that threaten to cause some of their load to defect. In a recent survey of 400 utility
executives, more respondents identified “distributed energy resources” as their utility’s “biggest
opportunity” than any other.243 One such example is Southern Company, which has been
investing in utility-scale renewable energy and recently announced that it would enter the rooftop
solar industry in Georgia through Georgia Power Energy Services, an unregulated subsidiary. 244
Customers who choose to install rooftop solar can use Georgia Power Energy Services to install,
manage, and potentially even finance their distributed solar installation.245 Other examples
include the Sacramento Municipal Utility District and Tucson Electric Power, which offer their
customers the ability to participate in utility-sponsored community solar programs.246
Another way utilities are responding to the threat of decentralization is by focusing more
on what individual customers want, which includes home energy management. According to
Navigant Research, the revenue from the “home energy management market” is expected to
more than double by 2023, reaching $2.4 billion.247 Generally, this means redefining the utilitycustomer relationship, taking steps such as (a) offering technologies – like mobile apps – to help
customers track and control their energy use, pay bills, report outages, and receive high-bill
reports, and (b) offering “connected home” packages, which links technological platforms with
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electric appliances to give the customer more control over their energy usage; for example, a
customer with rooftop solar and battery storage could use an app to decide when to use stored
power and when to send it back to the grid.
Examples of these types of utility efforts include NRG Energy’s partnership with
Comcast, which allows customers to add electricity services to existing telecom and
entertainment packages, and ComEd’s partnership with Comcast and Google-affiliate Nest to
provide demand-response services.248 Another example involves a pilot program between
Pacific Gas & Electric (“PG&E”), which partnered with analytics company Bidgley to track
energy consumption patterns in an effort to reduce customers’ energy usage. PG&E recently
stated that pilot program participants have achieved energy consumption savings of up to
7.7%.249
Utilities are also embracing storage, a technology that utilities “don’t see…as a threat”
and actually help “[enhance] what utilities are doing to deal with renewables.”250 In fact, in the
same recent survey of 400 utility executives, more respondents identified energy storage as the
top technology that they thought their utility should invest more in than any other emerging
technology.251 Experts are saying that California’s decision to hold a procurement for 1,325 MW
of storage was a “turning point” and that storage is the “holy grail” of the utility business. 252 We
discuss this last point in our next section below.
D. Public Policy
Public policy is the final factor we consider in the emergence of decentralized
technologies and their impact on the grid and the existing utility business model. Unlike cultural
factors, public policy directly impacts the economics of decentralized resources and often assigns
cost responsibility as well. We discuss three examples: (a) transmission grid costs, (b) net
metering, and (c) state-sponsored procurements of decentralized resources.

1. Transmission Grid Costs
The SPP Board has significant impact on the cost and performance of the transmission
grid. When considering the impact of decentralized resources, grid costs matter, since a truly
disconnected customer would no longer be required to pay any costs associated with the grid at
all. So, while Figure 5.1 from Lazard suggests that, thanks to economies of scale, utility-scale
renewable generation is considerably cheaper than distributed renewable generation at the point
Gavin Bade. “The Top 10 Trends Transforming the Electric Power Sector.” Utility Dive. September 17, 2015.
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of generation, transmission costs could wipe out that cost advantage if they got too high.
Obviously, a customer choosing to power their home or business with 100% distributed
renewable generation can avoid having to pay for transmission costs, while a utility customer
surely will continue to pay those costs. Customers are aware of transmission costs. We have
mentioned before the widely publicized increase in PSE&G’s transmission cost: between 2012
and 2015, PSE&G’s transmission costs have increased by 159%; transmission costs are almost as
high as the PJM capacity price for PSE&G.253
We also have seen evidence of pushback by customers on transmission cost increases in
other places, too. For example, Ohio’s Industrial Energy Users filed a complaint at FERC
against American Electric Power (“AEP”) alleging that the transmission cost recovery rider they
are paying AEP represents double-billing and violates the PJM Tariff.254 The complaint sought
refunds back to June 1; however, the complaint was ultimately dismissed by FERC on January
28, 2016.255 In another case, the Kansas Corporation Commission filed a complaint with FERC
in August alleging that Westar Energy was charging “unjust and unreasonable” rates for the
transmission portion of customer bills.256 The Kansas Commission alleged that the 11.3% return
on equity earned by Westar was excessive, and that the rate should be 9.37%. Westar settled
with the Kansas Commission, resulting in a $10 million customer refund and a rate reduction of
$8 million per year going forward.257 A final example comes from Texas, where customers of
Sharyland Utilities have seen a “dramatic uptick” in complaints by its customers, so much so that
“the Texas Public Utility Commission opened a special proceeding that resulted in a slight rate
decrease for some customers” of the utility.258 The important takeaway for the Board is that the
most important public policy goal is to maintain a reliable grid at reasonable costs.
An allocation of expansion projects that is considered fair is another key element of good
public policy. This will be a challenge. Substantial grid investment is needed: in a recent poll
of 400 utility executives, respondents identified “old infrastructure” as the most “pressing
challenge” for their utilities.259 The International Energy Agency (“IEA”) has estimated that the
U.S. needs to spend $2.1 trillion by 2035 on grid technologies and infrastructure to prepare for
higher penetrations of renewables, including 260,000 kilometers of transmission lines.260 And
investment in U.S. high-voltage direct current (“HVDC”) transmission projects is also active:
Six high voltage transmission projects totaling $8.7 billion and up to 6,900 MW, are currently
253
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competing to bring capacity, energy, and renewable energy credits to New England. 261

2. Net Metering
Net metering is a public policy we have covered in past Looking Forward Reports. We
have noted that some observers believe net metering, which is available in 44 states,262 “allows
the owners of distributed generation to effectively sell their energy at prices between two and six
times the market price for energy.”263 Others describe net metering as a subsidy that unfairly
benefits rooftop solar-owning customers at the expense of customers without rooftop solar.
Suffice it to say that it has become one of the most controversial topics in the electricity business,
and there are at least 23 states with active proceedings related to “fixed charges” added on to
rooftop solar-owning customers’ power bills.264
Importantly, for our purposes here, net metering means a decentralized generation project
is decidedly not off grid. In fact, net metering customers are particularly reliant on the grid if and
when their rooftop solar falls short of or exceeds their actual electricity need. If their rooftop
solar supply falls short, they need the grid to buy electricity to fill any deficiency. If their
rooftop supply exceeds their actual electricity need, they need the grid to sell electricity. A
recent paper in Scientific American calls this a Catch-22:
“If the homeowner doesn’t have enough solar panels and batteries to cover their
electricity use 365 days a year, they want to stay connected to the utility for reliability
purposes. If the homeowner does have enough solar and batteries to cover all of their
needs, they’d still rather stay connected to the grid in order to sell any excess solar power
to the utility rather than waste it.” 265
Moreover, net metering is a disincentive for a decentralized generator to be independent
from the grid by adding storage. Indeed, storage devices like Powerwall make no sense with a
net metering policy. Why go to the expense of storing power when you can sell power at a high
price at any point in real time?
Net metering is contentious because it raises fairness issues in allocating the cost of
transmission among customers. For example, according to Foley & Lardner attorney Brian Potts
in a Wall Street Journal op-ed, in California, an average rooftop solar-owning resident pays
about 17 cents per kWh when her rooftop solar panels are not operating. When they are
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operating, the utility must pay her the same 17 cents per kWh. Meanwhile, utility-scale solar is
available at a price as low as 5 cents per kWh in the southwest. Mr. Potts suggests this is a 12
cent per kWh “wealth transfer” from average electric customers (without rooftop solar) to
customers with rooftop solar, since utilities recover their fixed costs through variable-use
charges.266 Put more bluntly, if the wholesale price for solar power is 5 cents, a rooftop solar
generator should be paid no more than that 5 cent market price.
The California Public Utilities Commission estimates that net metering will cost the state
$1.1 billion per year by 2020.267 The Arizona Public Service Company estimates that if the
current rate of rooftop solar installations continues through 2017, its non-solar customers will
pay close to $800 million in higher rates to subsidize rooftop solar customers over the next 20
years.268
3. Procurements of DG, Small PV, and Storage
To promote decentralized generation, some states are requiring the utilities under their
jurisdiction to conduct competitive procurements for decentralized resources, such as distributed
generation, small solar photovoltaics, and energy storage.
In Illinois, for example, the state held three separate procurements for distributed
generation in 2015. Two of the procurements were for renewable energy credits (“RECs”) from
new solar photovoltaics resources that were no more than 2 MW and the utilities were allotted up
to $15 million by the Illinois Power Agency.269 Thirteen different suppliers won contracts to
supply a total of about 17 MW of nameplate capacity for an average price of $140 per REC for
five years.270 A third Illinois procurement sought distributed generation RECs from new or
existing resources from a number of technologies. The average winning price in this
procurement was about $116 per REC.271
As already noted above, the California Public Utilities Commission ordered its
jurisdictional utilities to procure up to 1,325 MW of energy storage by 2020.272 Utilities have
already begun the compliance process, with Southern California Edison already having issued
and procured 264 MW of “utility-scale batteries, behind-the-meter resources, and non-battery
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storage alternatives,”273 while PG&E has awarded about 75 MW of contracts to flywheels, zincair batteries, and lithium-ion batteries.274
E. Conclusions
In summary, there is no evidence of an imminent, large-scale threat of decentralized
technologies displacing grid services. We say this based on the following four points.
First, interest in decentralized technologies often is driven by interest in renewable
technologies. Lazard reports that the grid’s utility-scale renewable power is considerably less
expensive than the decentralized alternative. Utilities have responded by adding large amounts
of new wind and solar resources to their portfolios.
Second, there are cultural forces at work beyond cost that help create demand for
decentralized technologies. Specifically, the attraction for some ratepayers includes the ability
(a) to use 100% clean energy, (b) to provide “doorstep reliability” even when the grid is enduring
outages, and (c) to assure personal choice in the supply and delivery of electricity.
Third, cost-effective, decentralized solar technology is not yet available to allow
customers to truly disconnect from the grid. Estimates of the solar-plus-storage alternative are as
high as 30 cents/kWh, far higher than the cost of utility-scale renewables.
Fourth, it can be argued that owners of distributed resources today are particularly reliant
on the grid for backup power and/or access to markets to sell their excess power. If this persists,
there will remain the need for a robust transmission grid, even as more load is served by
decentralized resources.

Gavin Bade. “Inside Southern California Edison’s Energy Storage Strategy.” Utility Dive. September 22, 2015.
Available at http://www.utilitydive.com/news/inside-southern-california-edisons-energy-storage-strategy/406044/.
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VI. Consolidation in the Electricity Industry

A. Introduction

I

n a February 15, 2016 research paper, Baker Botts, a leading energy law firm, declared

2015 to be “another record year for energy merger and acquisitions.”275 Transactions among
regulated electric utilities, in particular, totaled approximately $34 billion in 2015, up from $30
billion in 2014.276 Add to that another $8.1 billion in transactions involving electric generation
assets, plus $8.5 billion in transactions involving renewable generation assets.277 Is this evidence
of long-term consolidation in the electricity industry, or just the result of favorable short-term
conditions – like record-low interest rates? To find out, we looked at (a) public research from
other firms and (b) our own research using public data on investor-owned utilities. Our purposes
in this chapter are to (a) identify the forces driving consolidation, (b) look for evidence of
consolidation, and (c) discuss why consolidation considerations could be important to the Board.
James H. Barkley, et al. “2015 – Another Record Year for Energy Mergers and Acquisitions.” Baker Botts.
February 15, 2016, 1. (“Baker Botts Paper”).
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In short, we find some evidence that there has been significant consolidation over the past
two decades, including the facts that (a) the total number of investor-owned utilities has been cut
by about 50% over that time period and (b) the average utility’s market capitalization is getting
substantially bigger, in real terms. We find further that consolidation would matter to the Board
if it reduced market competitiveness and/or affected governance.
B. Forces Driving Consolidation in the Electricity Industry
Several forces are at work to drive consolidation in the electric utility industry, according
to several credible sources. Accenture, for example, identifies the forces driving consolidation
as: (a) increasing capital investment requirements driven by regulations and replacements; (b)
reduced opportunities for earnings-per-share growth due to tougher rate cases and declining
allowed returns on equity (“ROE”) in a challenging economic environment; (c) the need to
achieve operational savings to exploit untapped value; and (d) fear of the unknown and the
potential for unforeseen events, such as the effect of the Japanese earthquake and tsunami which
caused a nuclear accident at the Fukushima Daiichi power plant.278
Value Line also identifies as primary reasons for consolidation “the opportunity to create
economic value, to deal with competitive pressure, and to grow through mergers and acquisitions
by increasing the scale of their operations.” Additionally, according to ValueLine, “larger
utilities with stronger balances sheets are better equipped to make large ongoing investments and
deal with uncertainty caused by the changing regulatory setting.”279
According to Baker Botts, there are “many factors that favor continued consolidation
among electric, gas, and power companies in the United States, just as there have been for many
years.”280 Those factors include the importance of “scale and diversity” for electric utilities,
which are facing “unprecedented capital expenditures” as “much of our national energy
infrastructure is in the process of being rebuilt.”281 “Larger companies,” continues Baker Botts,
“are generally better positioned to withstand the panoply of risks they face, whether they be from
weather, commodity cost volatility, regulatory factors or local economic cycles.”282 Baker Botts
also notes short-term forces influencing recent increases in merger and acquisition activity, from
a favorable economic environment to historically low interest rates.283
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Additionally, novel applications of old corporate structures to the electric utility industry
may also help drive consolidation. For example, the use of “yieldco” structures,284 such as Real
Estate Investment Trusts, or REITs, which can provide significant tax advantages, have resulted
in new utility entities, such as Sharyland Utilities, which is a REIT,285 and NRG Yield, which is
a yieldco containing NRG Energy’s generation assets.286 To remain attractive to investors, these
entities must grow, and to do so, may seek acquisitions of additional utility assets, which can
further drive consolidation.
While there are “headwinds” to consolidation, including “regulatory push-back, the
fragmented gauntlet of regulatory approvals, a rising price-to-earnings ratio, and disappointing
merger integration results from the past,”287 the expectation, according to Accenture, is that the
forces of consolidation will continue to prevail.288 Baker Botts also expects consolidation to
continue, albeit at a more modest pace, but that there are “indications that increasing interest
rates and higher levels of regulatory scrutiny may create at least modest headwinds for additional
deals.”289
C. Evidence of Consolidation
1. Reduced Number of Total Investor-Owned Utilities
Perhaps the best evidence of consolidation is the steady and substantial decrease in total
U.S. investor-owned utilities. According to Accenture, the total number of investor-owned
utilities fell from 98 in 1995, to 65 in 2004, to 51 in 2012.290 That number fell to 48 in 2014 – a
52% decrease from the total in 1994 – as shown in Figure 6.1 below.

Lucas Porter, et al. “Alternative Investment Structures.” Navigant Research. Available at
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Figure 6.1 Number of Publicly Traded, Investor-Owned Utilities (1994-2014)

Source: Accenture, “Utility Mergers and Acquisitions, The Changing Face,” EnergyBiz Magazine, Spring 2015.
Available at: http://www.energybiz.com/magazine/article/404353/utility-mergers-and-acquisitions

2. Investor-Owned Utilities are Getting Bigger
It follows that if there has been consolidation in the electric utility business, as suggested
by Accenture and Baker Botts, today’s electric utilities should be bigger now than before. This
is especially true when considering some of the stated motivations for consolidation, such as
growing the utility’s balance sheet to mitigate certain risks, including commodity price volatility
and risk of nuclear accidents.
To look for evidence of this, Boston Pacific compared the market capitalizations of
investor-owned utilities in the Fortune 500 in two years: 2004 and 2014. All data came from
public sources, such as SEC and financial statements of the utilities. 291 Market capitalization is
a measure of the size of a public company. It is calculated by multiplying the number of
outstanding shares of stock of a company by its share price.
Our findings are consistent with evidence of consolidation among electric utilities
presented earlier herein. For starters, in 2004, there were 34 utilities in the Fortune 500; by 2014
that number fell to 22. While this statistic can be impacted by the relative performance of nonelectric utility public companies, it may be a sign of consolidation in itself. More importantly,
however, we looked at the 34 largest utilities in both 2004 and 2014 to look for evidence of
larger utilities.
Our research suggests that big investor-owned utilities are getting bigger as measured by
market capitalization, as summarized in Figure 6.2 below and supported by the following four
key findings. (Note that all dollar figures quoted below are in 2014 dollars; data from 2004 was
inflated at the annual CPI index to make data from 2004 comparable to data from 2014.)
291

Our data set necessarily excludes cooperatives and municipals.
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Figure 6.2 Summary of Consolidation as Measured by Market Capitalization
(All Dollar Figures in $2014 bn)
Total Investor-Owned Utilities
Total IOUs in Fortune 500
Largest Utility
Largest 3 Utilities
Largest 5 Utilities
Largest 34 Utilities
Average Size
Median Size

2004
65
34
$31.1
$72.0
$102.9
$318.9
$9.4
$8.2

2014 Change from 2004
48
-26.2%
22
-35.3%
$54.4
74.5%
$142.3
97.6%
$211.4
105.5%
$551.1
72.8%
$16.2
72.8%
$12.6
53.5%

Source: Developed by Boston Pacific using the 2015 Fortune 500 company profile listing, accessed March 2, 2016.
Available at http://fortune.com/fortune500/.



The largest utility in 2014 was about 75% larger than the largest utility in 2004.
In 2004, the largest utility was Southern Company, with a market capitalization of
approximately $31 billion. The largest utility in 2014, Duke, had a market cap of
approximately $54 billion. Again, this is in real terms using 2014 dollars.



The largest three utilities in 2014 had a combined market cap that was 97%
larger than the largest three utilities in 2004. The largest three utilities in 2004 had
a combined market capitalization of about $72 billion; in 2014, the largest three
utilities had a combined market cap of just over $142 billion.



The largest five utilities in 2014 had a combined market cap that was 105%
larger than the largest five utilities in 2004. The combined market cap of the
largest five utilities also increased, from $103 billion in 2004 to $211 billion in 2014,
or about 105%.



The total combined market cap of the top 34 utilities also increased
substantially, from $319 billion in 2004 to $551 billion in 2014, an increase of
about 73%. The average market cap of the top 34 utilities has also increased, from
about $9 billion in 2004 to $16 billion in 2014; again, this is in real terms.

For context, the largest five utilities by market cap in 2014 were: (1) Duke, (2) NextEra,
(3) Dominion, (4) Southern, and (5) Exelon. In 2004, the largest five were: (1) Southern, (2)
Duke, (3) AEP, (4) Entergy, and (5) TXU. Duke’s growth – in real 2014 dollars from $23.8
billion in 2004 to $54 billion – was driven primarily by its $32 billion acquisition of Progress
Energy in 2012.292 NextEra – formerly FPL Group – has also grown considerably between 2004
Bruce Henderson, et al. “Duke Energy firms up its ties to natural gas with Piedmont acquisition.” Charlotte
Observer. October 26, 2015.
292
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and 2014, from about $14 billion to $46 billion in market capitalization. NextEra has fueled its
growth with generation resource acquisitions and new generation investments, particularly wind
and solar generation. And Exelon’s growth has been fueled by large acquisitions such as
Constellation. Southern Company, meanwhile, which has grown from about $31 billion in 2004
to about $40 billion in 2014, has not kept up with Duke, et al., in terms of acquisitions, and has
fallen in size – as measured by market cap – to fourth in the U.S. However, Southern may soon
grow again; in August, it announced a $12 billion acquisition of AGL Resources, a natural gas
utility.293
3. Geography is not a Limiting Factor in Consolidation
One other observation regarding consolidation among electric utilities is the removal of
any remaining barriers to mergers of utilities that are not physically interconnected and are
geographically dissimilar. Prior to 2005, PUHCA served as at least a hurdle – albeit a
surmountable one294 – for companies interested in acquiring utilities to whom they were not
physically interconnected; with the repeal of PUHCA in 2005, that barrier was removed, and
since 2005, there have been several transactions involving entities not physically interconnected.
Unlike mergers and acquisitions of the past, which “focused on combination with companies in
the neighborhood,” today, more acquisitions are occurring between geographically dissimilar
utilities.295 This means that “acquirers are willing to pursue value where it can be found and
unlocked, not just where it is most directly accessible.”296 Recent examples include the pending
acquisition of Hawaii Electric by Florida company NextEra and Washington-based Avista’s
recently completed acquisition of Alaska Utilities.
D. Conclusions: Why Consolidation Could Matter
Going forward, there are a few conclusions for the Board to consider. First, as noted
above, consolidation is expected to continue, even if not at the “record” pace which we have seen
over the past two years. For now, there are several pending transactions in the electric utility
industry, including some SPP members or SPP neighbors, including Exelon, Cleco, Duke,
Empire Electric District Company, Tenaska, and ITC Holdings.297 There are also several
pending transactions involving the sale of generation resources, including some SPP members
and neighbors, such as Tenaska, NextEra, Calpine, and Entergy.298 These transactions are
summarized in Figure 6.3 below.

“Southern Company to Acquire AGL Resources in $12 Billion Transaction, Creating Leading U.S. Electric and
Gas Utility.” PR Newswire. August 24, 2015.
294
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295
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Figure 6.3 Selected Pending Transactions Involving SPP Members or Neighbors
Purchaser
Exelon
Corporation
Algonquin
Fortis, Inc.
Duke
NextEra
Macquarie/BCIMC
NextEra
ArcLight
Calpine
Duke
Entergy

Seller
Pepco
Holdings
Empire Electric
District
ITC Holdings
Piedmont

Details

Cost

Regulatory Status

Acquisition of Pepco by Exelon

$12.6 bn

Acquistion of EED by Algonquin
Acquisition of ITC by Fortis
Acquisition of Piedmont by Duke

$2.4 bn
$11.4 bn
$6.6 bn

All needed approvals received
Needs AR, KS, MO, OK approvals
plus FERC, FCC, others
Needs FERC approval
Needs NC, Tennessee approvals
Needs Hawaii Commission
approval
Needs Louisiana Commission
approval
Approvals received
closing expected Spring 2016

Hawaii Electric Acquisition of HELCO by NextEra
Acquisition of Cleco by
Cleco
Macquarie/BCIMC
Energy Futures Purchase of two generators from
Holdings
EFH
Purchase of 5,000 MW of generation
Tenaska
from Tenaska
Purchase of 745 MW NGCC unit
Granite Ridge from Granite Ridge
Purchase of interest in five
NCEMPA
generators from NC municipal
Purchase of 2,000 MW Arkansas
Union Power
generator

$4.6 bn
$4.7 bn
$1.59 bn

Undisclosed Complete
$500 mn

Complete

$1.3 bn

Complete
Needs approvals, including
New Orleans City Council

$948 mn

Source: Developed by Boston Pacific using James H. Barkley, et al., “2015 – Another Record Year for Energy
Mergers and Acquisitions,” Baker Botts, February 15, 2016, Exhibit A.

There could also be more deals announced in 2016 and beyond. Accenture, for example,
expects the number of investor-owned utilities to be below 40 by 2020.299 And Baker Botts
“expects consolidation to continue” at a less rapid pace than in 2014 and 2015, especially in light
of higher interest rates and the potential for greater regulatory scrutiny.300 ValueLine also notes
the possibility of rising interest rates as pushing utilities to move quickly to consider
consolidation “as a strategic option,” and they expect “ongoing, periodic [consolidation] to
continue as the industry continues to look for means to increase shareholder value and benefit
customers.”301 This is especially true, according to ValueLine, because “slowing demand and
rising costs are causing many companies to look beyond their service territories for growth and
increasing operational efficiency through scale.”302
A second takeaway for the Board is that acquirers could come from anywhere,
geographically speaking. Prior to 2005, PUHCA served as at least a hurdle for companies
interested in acquiring utilities to whom they were not physically interconnected; with the repeal
of PUHCA in 2005, that barrier was removed, and since 2005, there have been several
transactions involving entities not physically interconnected (e.g., NextEra’s pending acquisition
of Hawaii Electric).

299
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A third takeaway for the Board is that, in this period of consolidation, state regulators are
essential to safeguard the public interest of their ratepayers. Often, state regulators are asked to
determine if the proposed transaction is in the public interest, a standard requiring substantial
time and resource investments by state public utilities commissions.
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VII. Electric Vehicles (Update)

A. Introduction

I

n August 2015, Morgan Stanley issued a research report regarding Tesla’s stock in

which it claimed that Tesla would soon produce self-driving or “autonomous”
cars. Specifically, the evolution was that, beginning in 2018, Tesla will produce cars that are
semi-autonomous; by 2020, Tesla will produce cars that require no human intervention in up to
99% of driving scenarios; and by 2025, Tesla will begin phasing in “fully autonomous” electric
vehicles into its production and sales.303 In the same report, Morgan Stanley made several other
bold pronouncements asserting that the success of EVs is tied to the success of both autonomous
cars and Uber-like car services.
Morgan Stanley explained that electric vehicles, or EVs, have not gained traction in the
U.S. because they are a bad investment; that is, they have a “poor payback” period. Specifically,
Morgan Stanley Research. “Tesla Mobility? Raising Price Target to $465; Top Pick.” August 17, 2015, 18.
(“Morgan Stanley Report”).
303
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according to Morgan Stanley, it takes about 28 years to pay back the investment in an EV
through gasoline cost savings compared to a 40 miles-per-gallon, internal combustion engine,
assuming $3/gallon gas and 10,000/year miles driven.304 Morgan Stanley primarily attributes the
“poor payback period” of EVs to the fact that all cars – including EVs – are not used much; that
is, they have low “utilization rates.” Specifically, Morgan Stanley says that the average car is on
the road just 3.5% of the time,305 and at such utilization rates, EVs are uneconomic. To improve
the economics of EVs and achieve “mass adoption of EVs with today’s battery technology,” the
utilization rate of EVs must increase.306
To increase EVs’ utilization rate, two things are needed, according to Morgan Stanley:
“autonomous cars” (i.e., driverless vehicles) and “shared mobility”307 (i.e., reduced ownership of
vehicles and increased use of on-demand services such as that offered by Uber, Lyft, and others).
This so-called “SHEAM” model – shared, electric, autonomous mobility – will be necessary to
achieve a reasonable payback period for EVs. Specifically, according to Morgan Stanley, simply
increasing the utilization rate of an EV from its current average of about 4% (about 10,000
miles/year) to 24% (60,000 miles/year) reduces the payback period of an EV to 4.6 years.308 To
achieve a reduction in payback period solely through a reduction in the cost of batteries would
require a reduction in battery costs of 90% from current levels.309
Such a reduction in payback period, according to Morgan Stanley, will make EVs
economic. Why does this matter to SPP members and the Board? It matters because, as we have
pointed out in past Looking Forward Reports, EVs represent the potential for increased
electricity consumption and, thereby, increased revenue for utilities. To wit, as shown in Figure
7.1, below, one study estimates that if the average household used a plug-in EV to drive 10,000
miles annually, this would increase average residential consumption by about 26%.310
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Figure 7.1 Projected Increase in Residential Electricity Consumption
Assuming Different EV Annual Mileage

Source: Cooperative Research Network. “Plug-In Electric Vehicles and Electric Cooperatives: Volume 2 Managing
the Financial and Grid Impacts of Plug-In Electric Vehicles.” National Rural Electric Cooperative Association.
May 2015.

This chapter will provide an update from our past Looking Forward Reports, beginning
with the current state of the EV market, as described by the Morgan Stanley Report. We will
then explain how driverless vehicles, reduced private car ownership, and increased ride sharing
could drive EV adoption. We will conclude by providing examples of what some of the largest
technology firms in the world are doing in the EV space, from Google to Apple to Microsoft.
B. Current Thinking on EV Adoption
As we have noted in past Looking Forward Reports, EVs have not yet caught on in the
U.S. Of the 253 million cars on the road in the U.S. today,311 about 411,120 are electric
vehicles,312 with another 3.9 million hybrids.313 Combined, EVs and hybrids account for only
about 1.7% of all cars on the road in the U.S. today.314
Hirsch, Jerry. “253 million cars and trucks on U.S. roads; average age is 11.4 years.” Los Angeles Times. June
9, 2014. Available at http://www.latimes.com/business/autos/la-fi-hy-ihs-automotive-average-age-car-20140609story.html.
312
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at http://www.hybridcars.com/top-six-plug-in-vehicle-adopting-countries-2015/.
313
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The reason for the lack of mass adoption of EVs, according to Morgan Stanley, is that
EVs are not yet economic. However, rather than focusing solely on battery costs or other
traditional sources of cost reductions, Morgan Stanley focuses instead on what it describes as the
“biggest flaw” in the auto industry: the utilization rate of existing vehicles is about 3.5%.315 That
means that, on average, existing vehicles are on the road just 3.5% of the time or just 52 minutes
a day. For Morgan Stanley, the path to cost reduction for EVs, then, is to increase utilization
rates. For example, if utilization rates for EVs can reach 24%, they will pay for themselves in
fuel savings in just 2.8 years.316 Morgan Stanley forecasts that autonomous cars are projected to
achieve utilization rates of 30% to 40% by 2030,317 further reducing the payback period and
making EVs economically viable.
How can this be done? Morgan Stanley says that what Tesla and “nearly every auto
company we interact with” is developing a business model that seeks to “attack the very core of
[the] current human-driven, individually owned, internal combustion, manufacturing/sales
model.”318 The traditional auto model, “substantially unchanged for the past 110 years…[in
which] you manufacture vehicles and sell them to people as a one-time purchase with a variety
of after-sales and service accoutrements to keep the machine in good working order,” is
“dying.”319 The new model – “mobility as a service where the car and driver (either a human
being or a robot) are bought as needed, on demand, for the precise distance required” – will
replace the existing metric for the auto industry – number of cars sold – with a new metric –
number of miles driven.320
Morgan Stanley says that this new, disruptive business model comes in two parts. First,
cars are not owned, they are shared. Why, asks Morgan Stanley, are we paying for cars if they
are sitting idle 23 hours a day? It would be less expensive to share them, via a shared model, but
one that incorporates technology so that cars may be summoned on command. And Morgan
Stanley is confident of this future: “[W]e are confident [that] close to 100% of miles traveled
will be paid for on-demand as a service” in the future.321 Second, cars are autonomous, meaning
they have no driver, no steering wheel, no pedals; fully autonomous cars, says Morgan Stanley,
“are required to achieve high utilization rates,”322 thus maximizing the economic value of EVs.
Tesla’s offering of this business model – Tesla Mobility,323 an app-based, on demand
transportation service – is intended, according to Morgan Stanley, to become an industry leader.
In fact, Morgan Stanley expects Tesla Mobility to begin introducing fully autonomous cars –
100% driverless vehicles – in less than ten years.324 Other companies – including some we
profile below – are developing similar options.
315
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This “SHEAM” model – shared, electric, automated vehicles – can be further promoted
by reductions in the costs of EV production. Morgan Stanley assumes a current EV battery price
of $250/kWh.325 Both manufacturers and securities analysts are expecting reduction in battery
costs. Tesla’s CTO, for example, stated that he expects the price of Powerwall batteries to drop
to $100/kWh by 2020; 326 a Jefferies analyst echoes this by estimating a significant price drop by
2020 to $125/kWh.327 This cost decrease will likely be driven by reductions in component costs
and, for Tesla, gains from economies of scale by increasing production at their Tesla’s Nevada
“gigafactory.”328
There are, of course, roadblocks to this future of shared, autonomous vehicles. As a
threshold issue, will Americans give up on owning a car? Will they give up driving? These are
fundamental cultural road blocks. On a more practical level, another threshold issue is who is
liable when a driverless vehicle crashes? Recently, a Volvo executive warned that the U.S. could
lose its place as a leader in autonomous vehicles because of “patchwork” regulations that vary
state-by-state and create significant uncertainty regarding liability regarding autonomous
vehicles.329 Other risks include regulation of autonomous vehicles, lagging consumer adoption,
and suboptimal execution by EV manufacturers.330
Nevertheless, with Tesla and other high profile companies investing in EVs, and in
shared, autonomous vehicles, the Board should at least have these developments on their radar
going forward. Below, we go beyond Tesla’s efforts and also provide examples of other auto
companies’ forays into EV business models. As we show below, however, it is not just auto
companies that are staking their claim in the auto transport industry, which Morgan Stanley
estimates as a $10 trillion global industry.331 A number of “very large tech firms are girding for
a piece of the mobility market;”332 we include examples of these efforts below as well.

C. Auto Manufacturers’ and Technology Companies’ EV Initiatives
Morgan Stanley identifies the key risks to Tesla’s ability to grow and dominate the
automobile industry and the chief among these risks is “competition” from traditional
automakers and technology companies.333 Indeed, automobile manufacturers and technology
companies are already at work investing in electric and autonomous cars, including the world’s
two largest companies by market capitalization (Google’s parent, Alphabet, Inc. and Apple).
325
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Some of the more interesting examples follow.

1. Apple (Project Titan)
For the past several years, Apple has been hiring auto engineers and increasing R&D
funding for its secretive “Project Titan.”334 While Apple has kept its efforts and the details on
Project Titan a secret, there is evidence that Project Titan is an effort by the tech company –
which has over $200 billion in cash reserves335 – to enter the electric vehicle market in some
way. For example, an ex-Chrysler executive was brought on to lead Project Titan336 and Apple
is thought to have around 600 engineers working on the project.337 Apple’s research and
development spending also increased 34% from 2014 to 2015, surpassing $8 billion in 2015.338
It is unclear whether the project will lead to a completely new car, or to a software system
to be integrated into other cars. It has been reported that several meetings have been held
between Apple and BMW executives, and it has been speculated that BMW’s electric i3 model
could be the starting point for their car.339 For its part, Morgan Stanley believes “if the world’s
most valuable company were to design and engineer a car, we are convinced it would be 100% a
battery electric propulsion system” and that “Apple’s potential ‘sponsorship’ of the so-far
beleaguered EV technology could have transformational ramifications for the industry.”340
2. General Motors and Lyft
In January 2016, General Motors (GM) announced that it will invest $500 million in Lyft
to help them achieve a vision of “personal mobility” that is “connected, seamless, and
autonomous.”341 Lyft is an on-demand, technology-based ride-sharing service similar to Uber.
GM stated that the investment has four goals: (1) to create an autonomous on-demand network of
“summonable” vehicles; (2) to provide Lyft drivers with cars, or a rental hub of GM vehicles; (3)
to allow Lyft drivers to access GM cars and technologies; and (4) to provide personalized
mobility services to customers.342 Furthermore, on February 1, 2016, GM created a new
334
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Autonomous and Technology Vehicle Development Team, which includes their head of Electric
Vehicles, and is expected to accelerate the development of an autonomous EV from GM.343
3. Geely
As we have noted in prior Looking Forward Reports, the future of EVs may be
significantly shaped by China. Specifically, we noted that China is focusing on EVs for a
number of widely varied reasons: (a) to ‘leapfrog’ foreign rivals in the automobile market, (b) to
reduce the country’s dependency on foreign oil, and (c) to reduce pollution, including CO2
emissions.344 Indeed, China’s government has said it wants to have five million EVs and hybrids
combined on the road by 2020.345
Geely, a 30-year-old Chinese carmaker, has been active in the acquisition of other car
companies, perhaps in an effort that relates to growing its brand and entering the EV market. In
2010, for example, Geely bought Volvo.346 (Volvo has recently teamed up with Microsoft to
improve the software in Volvo’s cars, and to work toward an automated vehicle.)347 In 2013,
Geely acquired Manganese Bronze Holdings PLC – which owns London Taxi Co. and
manufactures London’s black cabs – for $18.5 million.348 And in 2014, Geely acquired Emerald
Automotive, an EV startup.349 Geely is said to have committed at least $200 million to help fund
improvements in Emerald’s product, and expand “current vehicle-development work in line with
Geely Group’s global vision.”350 That vision is for “new-energy vehicles to make up 90% of
sales by 2020.”351 The first step in this vision has been to target large-scale taxi procurements,
recently winning a contract to provide hybrid taxi cabs to London, which will introduce the first
of these hybrid taxis in 2017.352
4. Ford and Google
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Through a partnership between the second largest U.S. automaker and the world’s largest
company, Ford and Google have been working to develop an autonomous vehicle, which is
likely to be electric.353 Like Apple’s Project Titan, the details on the Ford-Google partnership
are being kept secret by the companies. It was expected that Ford and Google would make an
announcement at the 2016 International Consumer Electronics Show. However, no formal
announcement was made.354 Nevertheless, with Google as a major owner of Uber, the leading
on-demand, technology-based ride-sharing service, it is expected that this partnership will
advance what Ford calls “the Ford Smart Mobility plan,” which Ford described as a plan to use
innovation to take Ford to the next level in connectivity, mobility, autonomous vehicles, the
customer experience, and big data.355 However, Ford is keeping the specifics “private for
competitive reasons.”356
5. Faraday Future
Our final example comes from a recent start-up competitor to Tesla Motors, Faraday
Future, which just invested $1 billion in a factory outside Las Vegas to sell electric cars with “a
non-traditional sales model – possibly where owners would temporarily ‘subscribe’ to different
vehicles depending on their needs.”357 Very little is known about Faraday Future; not even the
identity of their CEO is public.358 However, their team contains former employees of Tesla,
GM, Ferrari, BMW, Lamborghini, Audi, Apple, and Space X.359
D. Conclusions
The central conclusion here is that, to anticipate the future of EVs, all of us must look
well beyond a simple comparison of costs for EVs and traditional vehicles with an internal
combustion engine. As illustrated by the discussion of Tesla, Apple, Google, Ford, GM, and
others, the future of EVs may be dictated by the broader strategy for the transportation industry.
Specifically, the demand for EVs, and the increase in electricity consumption they bring, may be
driven by the future for shared, autonomous vehicles.
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Southwest Power Pool, Inc.
BOARD OF DIRECTORS/MEMBERS COMMITTEE MEETING
Skirvin Hotel, Oklahoma City, Oklahoma
January 26, 2016
-

Summary of Action Items

-

1. Approved Consent Agenda Items
a. October 27 and December 8, 2015 Minutes
b. Corporate Governance Committee Recommendations
i. Recommendation to Approve SPP Group Charters
ii. Recommendation to Approve SPP Group Rosters
c.

Markets and Operations Policy Committee Recommendations
i. MWG
1. RR127 JOU Combined Option – Aggregate Energy Offer Curve
2. RR128 Clarification to the Start-Up Eligibility Rules
3. RR138 Revisions to Attachment AF, Addendum 1 Frequently
Constrained Areas
ii. ORWG
1. RR98 Expanding the Use of SPP CROW
2. RR113 Node Connectivity Requirement Enhancement
iii. RTWG
1. RR126 Netting of TCR Credit Portfolio
2. RR136 Attachment L Revisions
iv. Staff (NTC Modifications)
1. South Amarillo and Andrews Transformer
2. Stevens Co. Substation
3. China Draw and Road Runner SVCs
4. Mineola-Grand Saline Rebuild
5. South Shreveport-Wallace Lake Rebuild
6. STEP Recommendation

2. Approved the Markets and Operations Policy Committee Recommendation
a. RTWG
i. RR133 MISO Settlement Revenue Distribution
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Minutes No. 167

Southwest Power Pool, Inc.
BOARD OF DIRECTORS/MEMBERS COMMITTEE MEETING
Skirvin Hotel, Oklahoma City, Oklahoma
January 26, 2016
MINUTES
Agenda Item 1 – Administrative Items
SPP Board of Directors Chair Mr. Jim Eckelberger called the meeting to order at 8:24 a.m. The following
Board of Directors/Members Committee members were in attendance or represented by proxy:
Mr. Larry Altenbaumer, director
Mr. Kevin Smith, proxy for Ms. Kristy Ashley, Exelon Generation Company
Mr. Jason Atwood, Northeast Texas Electric Cooperative
Ms. Phyllis Bernard, director
Mr. Julian Brix, director
Mr. Nick Brown, director
Mr. Phil Crissup, Oklahoma Gas and Electric
Mr. Jim Eckelberger, director
Mr. Graham Edwards, director
Mr. Jon Hansen, Omaha Public Power District
Mr. Bob Harris, Western Area Power Administration – Upper Great Plains Region
Mr. Kelly Harrison, Westar Energy
Mr. Scott Heidtbrink, Kansas City Power and Light
Mr. Duane Highley, Arkansas Electric Cooperative
Mr. David Hudson, Xcel Energy
Mr. Rob Janssen, Dogwood Energy
Mr. Thomas Kent, Nebraska Public Power District
Mr. Jeff Knottek, City Utilities of Springfield
Mr. Brett Leopold, ITC Great Plains
Mr. Stuart Lowry, Sunflower Electric Power Corporation
Mr. Josh Martin, director
Mr. Dave Osburn, Oklahoma Municipal Power Authority
Mr. Mike Risan, Basin Electric Power Cooperative
Mr. Bruce Scherr, director
Mr. Harry Skilton, director
Mr. Kevin Smith, Tenaska
Mr. Stuart Solomon, American Electric Power
Ms. Kelly Walters, The Empire District Electric Company
Mr. Mike Wise, Golden Spread Electric Cooperative
Mr. Eckelberger asked for a round of introductions. There were 123 people in attendance either in
person or via the phone representing 30 Members (Attendance List – Attachment 1). Mr. Eckelberger
reported proxies (Proxies – Attachment 2). He introduced the new Southwestern Power Administration
Administrator, Mr. Scott Carpenter, and the Secretary of Energy and Environment for the State of
Oklahoma, Mr. Michael Teague.
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Agenda Item 2 – Reports to the Board
President’s Report
Mr. Nick Brown began by discussing goals and areas of focus for 2016 (President’s Report Financial
Package - Attachment 3 and Corporate Metrics 2015 – Attachment 4). Mr. Brown let everyone know that
the primary focus of 2016 will be audits. There will be an operational audit, a 693 audit, a SERC audit
and possibly a CIP5 audit. There are new standards that will be put in place April 1, 2016. The Clean
Power Plan (CPP) will continue to be a focus. SPP will continue to reach out to individual states to
encourage regional approaches to this plan. Mr. Brown thanked the Regional State Committee (RSC) for
their engagement and help in making introductions to legislators, environmental regulators, and other
stakeholders in their respective states. SPP Members in these individual states have also helped with
these introductions. It is paramount that we continue to work closely with the Strategic Planning
Committee (SPC) in guiding these efforts.
Z2 will be a focus of this organization. We are on course for getting the calculations performed this
calendar year. This is a very complex calculation, and there is a lot of historical data that needs to be
gone through. This requires a large degree of persistence and patience. SPP staff welcomes your
thoughts and opinions on this. It is healthy for an organization to have that degree of candor.
Over the past several months, the officer team has been conducting a risk management exercise to
evaluate the risks facing SPP. The number one risk is cyber security. This will be a major focus for our
organization.
The Value of Transmission project is nearing completion. This project will give SPP the ability to focus
both the general public and policy makers’ attention on the value of our interconnected grid. Mr. Mike
Ross and his staff have spent a lot of time and effort on this project.
Mr. Brown congratulated Mr. Dennis Reed on his more than 10 years of service to SPP in his capacity as
chair of the Regional Tariff Working Group. In just the last year, he oversaw 16 meetings, comprising a
total of more than 90 votes. Over a 10-year period that is a lot of meetings and votes and a lot of hard
work. Mr. Brown thanked him for his many years of service. Mr. Jim Eckelberger also expressed his
appreciation and congratulations to Mr. Reed for his many years of dedication.
Mr. Brown reminded everyone that a vote was taken in 2015 to expand the Regional Entity Trustees
(RET) from three to up to four trustees. The reason for this is to look toward the future with succession
planning and adequate preparation for turnover in that group. The expansion was approved. Unlike the
Regional Transmission Organization (RTO) Board nominees, we are not obligated to use an outside
search firm. The CGC will begin the process of nominating to the Membership one additional RE Trustee.
Should you know anyone that you think would be a great candidate, please notify Mr. Brown or Mr. Paul
Suskie.
Regional State Committee Report
The Regional State Committee (RSC) Report was provided by Commissioner Patrick Lyons.
Commissioner Lyons began his report by welcoming Commissioner Dennis Grennan from the Nebraska
Power Review Board. He is replacing Commissioner Steven Lichter. The previous day, the RSC
educational session was held. The session went well and a lot of good information was provided and
shared. Mr. Doug Scott from the Great Plains Institute provided a report on how the organization is
helping states understand the CPP. Mr. Lanny Nickell provided an update from the Capacity Margin Task
Force (CMTF) and its progress. The RSC is looking to take action and will ask for Board endorsement
and approval at the April meeting. The RSC set some goals for the coming year. The bylaws will
continue to be worked on, and the CPP is a constant focus right now. A date and place for a retreat was
set for Little Rock on October 23, 2016. Commissioner Lyons continued with an update from the RSC
meeting the previous day and briefly discussed the reports that were provided. Mr. Sam Loudenslager
provided an update on the settlement between SPP and MISO. He also provided an update on SPP’s
filing in ER15-2705, which was rejected by FERC. SPP staff is going to meet with FERC to discuss this
filing. Commissioner Lyons ended his report by mentioning the meetings for the year. Mr. Eckelberger

3
199 of 637

SPP Board of Directors/Members Committee Minutes
January 26, 2016
reminded everyone that the July RSC meeting will not take place the day before the Board/MC meeting
as it typically does, but will be on July 18 in Dallas.
Federal Energy Regulatory Commission Report
Mr. Patrick Clarey provided the FERC report. The Commission approved a series of orders involving the
settlement agreement among MISO, SPP and other parties regarding the integration of Entergy into
MISO and compensation for the use of SPP’s system. FERC issued a proposal to revise the $1,000 per
megawatt-hour cap on supply offers in day-ahead and real-time markets run by regional transmission
organizations and independent system operators. FERC staff released a white paper on guidance
principles for Clean Power Plan modeling. The white paper identifies four guiding principles that may
assist transmission planning entities in conducting effective analysis of the CPP and associated state
plans, federal plans or multi-state plans. EEI announced in January that Mr. Phil Moeller will join the
organization as senior vice president of Energy Delivery and Chief Customer Solutions Officer.
Commissioner Tony Clark announced he will not seek another term on the Commission when his term
ends later this year. The U.S. Supreme Court upheld FERC Order No. 745, our demand response rule.
The Court said FERC acted within its authority in setting rates for demand response.
Mr. Clarey thanked Mr. Lanny Nickell and his team for briefing FERC staff on developments in the CMTF,
which is evaluating changes to SPP’s reserve margin requirements.
Regional Entity Trustees Report
Mr. John Meyer provided the Regional Entity Trustees (RET) report (SPP RET Report to the Board –
Attachment 5). Mr. Meyer began by discussing the role of the Regional Entity for the new board
members. He reviewed the 2015 year-end report. The two outreach programs (workshops and
webinars) are being very well received and attended. The approval of critical infrastructure protection
version 5 (CIP V5) revisions took place in January 2016. These revisions will become effective at a later
date per the implementation plan. NERC is preparing additional guidance. There were a total of 21 SPP
Regional Entity events in 2015 compared to 30 in 2014. The outreach continues with three workshops in
2016. In December of 2015 there were 150 registrants that participated in the Low Impact Cyber Asset
webinar.
Oversight Committee Report
Mr. Josh Martin reported on the Oversight Committee. In December 2015, the Oversight Committee (OC)
held a conference call to consider revisions to its position statement on the independence of SPP’s
Market Monitoring Unit (MMU) (Market Monitoring Unit Independence Statement - Attachment 6). The
committee discussed consensus modifications and confirmed via e-mail, following the call, approval of the
revised OC position statement.
The OC met with Mr. Craig Roach from Boston Pacific via conference call and discussed the 2016
Looking Forward Report topics. Eight topics have been identified for consideration. Mr. Roach will
address a continuing concern of the committee, that of retail customer reactions to the cost of new
transmission facilities. The committee discussed the notion of carbon taxes versus carbon trading
schemes. Two additional items for consideration are how to pay for transmission used to export power
from SPP and the positive and/or negative impacts to SPP’s Integrated Marketplace resulting from MMU
decisions.
The OC has approved Mr. Alan McQueen to enter into contracts for services with Potomac Economics for
two purposes. As required by Attachment AG of SPP’s tariff, the OC is using Potomac Economics to
conduct an independent review. This review will take place in 2016 with a completion date of June 2016.
The review will enable SPP’s Board to comply with the requirements of Attachment AG. The other
purpose is to supplement the MMU’s staff as the MMU works to fill two vacant positions and one new
position. The OC feels this will help ease the transition as the MMU works toward a full staff. Mr. Martin
has personally briefed FERC Commissioners to let them know with full assurance that SPP is committed
to providing the MMU all necessary resources needed to meet the market monitoring requirements under
the tariff. Mr. Martin informed the Board that Mr. McQueen intends to retire before the end of 2016. Mr.
McQueen has agreed to assist with the transition before his departure.
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Strategic Planning Committee Report
Mr. Mike Wise provided the Strategic Planning Committee (SPC) Report. The SPC met in early January.
The committee discussed Z2 and the continued efforts of the Capacity Margin Task Force (CMTF). There
was an educational session of the CMTF prior to the Markets and Operations Policy Committee (MOPC)
meeting. The work of the Transmission Planning Improvement Task Force (TPITF) was discussed and
Mr. Brian Gedrich, TPITF chair, noted there will be an education session for the task force prior to the
MOPC meeting in April. The task force would like SPC concurrence for recommendations to be brought
to MOPC and the Board in April. The committee approved two whitepapers (Mass-based v. Rate-based
Comparison and Assessment of EPA’s Proposed Federal Plan.) The committee also endorsed draft
comments consistent with the Assessment of the Proposed Federal Plan whitepaper to be filed with the
EPA. The CPP task force will remain inactive at this time, pending further CPP developments. The SPC
discussed staff’s suggestion to create an Advanced Technology Steering Committee under the SPC.
Nothing was finalized on this suggestion. A concern is the committee does not want SPP doing research
and development. The SPC does not usually meet in April, but they will have a short meeting in April
2016 to follow-up on some important issues.
Value of Transmission Study Report
Mr. Mike Ross provided the Value of Transmission Study Report (http://www.spp.org/value-oftransmission/). It was a year ago that the SPC tasked Mr. Ross and his staff to conduct a value of
transmission study. Mr. Ross expressed gratitude to everyone that had assisted in helping with the study.
He said that virtually every department had a hand in helping complete this project. Mr. Jay Caspary
worked tremendously hard on the project and provided a lot of feedback. As the 75th year anniversary of
SPP rolls out, we will also begin a year-long campaign to promote the value of transmission. The study is
very technical but will be presented in a way the public can understand. The Brattle Group, a global
consulting group, endorsed this report and called it path-breaking. As Members, you are encouraged to
assist in promoting this information. Social media will be used to promote the value of transmission. A
video was produced and will be viewed. Mr. Ross thanked the communications team and specifically Mr.
Robert Kirkpatrick for their hard work on the production of the video. There is a four minute, a two
minute, and a 90 second version of the video that is available to everyone and can be used at community
meetings and board meetings to share and help promote the study.
Agenda Item 3 – Consent Agenda
Mr. Eckelberger presented the Consent Agenda (Consent Agenda – Attachment 7) which included
minutes from two previous meetings and recommendations from the Corporate Governance Committee
(CGC), Markets and Operations Policy Committee (MOPC), Operating Reliability Working Group
(ORWG), Regional Tariff Working Group (RTWG), and staff.
Mr. Julian Brix made a motion to approve the consent agenda, 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. Noman Williams began the MOPC report (MOPC Report – Attachment 8) by bringing Revision
Request 133 up for a vote (RTWG RR133 – Attachment 9).
Mr. Harry Skilton moved to approve Revision Request 133, the MISO settlement revenues
distribution agreement. Mr. Nick Brown seconded the motion. The Members Committee voted in
favor with two no votes (Golden Spread Electric Cooperative and SPS/Xcel Energy) and one
abstention (Dogwood Energy). The Board voted; the motion passed.
Mr. Alan Myers provided the report on the Economic Studies Working Group (ESWG). He began by
discussing the ITP10, a ten-year study that will run to 2025. The study consists of three futures that
include: Regional Clean Power Plan Solution, State Level Clean Power Plan Solution, and No Clean
Power Plan Solution. The CPP futures’ compliance assumptions have three tools: incremental wind and
solar, graduated carbon cost adder to meet emission targets, and incremental retirements.
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Mr. Richard Ross provided the Market Working Group (MWG) report. In July 2015, the MMU presented
the Annual State of the Market (ASOM) report including nine recommendations for enhancements to the
Integrated Marketplace. The Board requested review of these recommendations and development of
action plans. The MWG finalized responses in November 2015. There is still some work and
reevaluation that needs to be addressed on some of the recommendations. There will be another
progress report on this information at the July meeting.
Mr. Williams provided the Regional Tariff Working Group (RTWG) report. The focus is on the Z2 project
timeline. The project is behind schedule, and there is a great amount of complex data that is being
analyzed. The goal is to complete the project by the end of 2016.
There was a disturbance control standard (DCS) event that happened in December 2015. All four Oneta
units tripped amounting to 1,140 MWs of lost generation. The resulting action is the SPP Reserve
Sharing Group (RSG) being required to carry an additional contingency reserve of 200 MW from February
to April 2016. Written documentation will be required verifying that the Balancing Authority (BA) or RSG
will apply appropriate DCS performance adjustments. The Operating Reliability Working Group (ORWG)
has a methodology in place that describes how the additional reserves are allocated to the RSG
members.
Mr. Lanny Nickell reported on the Capacity Margin Task Force (CMTF). The CMTF is focusing on four
policies and believes that all four policies should be dealt with at the same time in recognition of the value
that each one provides to the other. He also provided the definition of Load Responsible Entity (LRE)
definition as; Any entity that is (i) an Asset Owner with load asset(s) registered in the Integrated
Marketplace, where such load asset(s) are within the metered boundary of the SPP Balancing Authority
Area; or (ii) a Transmission Customer or Network Customer with an obligation to serve retail utility load
requirements, where such load is interconnected with the Transmission System but not included within
the metered boundary of the SPP Balancing Authority area; or (iii) an entity to which an Asset Owner,
Transmission Customer, or Network Customer has delegated obligations under Attachment AS by mutual
agreement.
The Process Improvement Task Force (PITTF) is currently working on language for the LRE
implementation. SPP has expressed its requirements as “Capacity Margin” while NERC and other
regions typically use “Reserve Margin”. This is a difference in how the number is calculated. A loss-ofload expectation (LOLE) is the expected number of days or hours per year that an entity does not have
enough capacity to meet firm load. There are some concerns in the areas of volatility, resource
availability and outages, monitored transmission, ramp rate capabilities, and frequency responses.
Mr. Bruce Rew provided a presentation on the Wind Integration Study and the preliminary
recommendations. The purpose of the study is to determine operational and reliability impacts of
integrating higher levels of wind penetration into the SPP transmission system. Today, there are 156
registered wind-fueled Variable Energy Resources totaling 12,230 MW installed capacity. This includes
dispatchable and non-dispatchable. The preliminary results suggest that: the steady-state thermal and
voltage analysis confirms the benefits, the voltage stability analysis shows that renewable penetration
levels are approaching current limits, SPP appears to have sufficient ramping capability for the near term,
and some approved projects should be expedited and placed in service sooner than the projects’
scheduled in-service dates. There are seven wind integration study preliminary recommendations. There
will be a full stakeholder meeting in February to discuss these recommendations in more detail and
receive feedback. They will also go before the working groups and perhaps MOPC and the Board in
April. Nick expressed concern on number 7 of the recommendations.
Mr. Julian Brix discussed the need for MOPC materials prior to the meeting. Mr. Eckelberger said this is
a staff recommendation.
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Agenda Item 5 – Future Meetings
(Future Meetings – Attachment 10)
RET/RSC/BOD – April 25-26…………………………………….Santa Fe, NM
BOD – June 13-14…………………………………………………Little Rock, AR
RSC – July 18……………………………………………………...Dallas, TX
RET – June 25……………………………………………………..Rapid City, SD
BOD – July 25-26 (noon to noon)………………………………..Rapid City, SD
RET/RSC/BOD – October 24-25…………………………………Little Rock, AR
BOD – December 6………………………………………………..Little Rock, AR
Adjournment
With no further business, Mr. Eckelberger adjourned the meeting at 11:29 a.m.
Respectfully Submitted,

Paul Suskie, Corporate Secretary
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Southwest Power Pool, Inc.
OPERATING RELIABILITY WORKING GROUP (ORWG)
Recommendation to the Corporate Governance Committee
02/02/2016
ORWG Charter Expansion

Organizational Roster
The following persons are members of the ORWG:
Allen Klassen, Chairman, Westar Energy
Ron Gunderson, Nebraska Public Power District
Matthew Stoltz, Basin Electric Power Cooperative
Craig Speidel, Western Area Power Administration
Jim Useldinger, Girdlince
Kyle McMenamin, Xcel Energy
John Stephens, City Utilities of Springfield
Todd Gosnell, Omaha Public Power District
Bryn Wilson, Oklahoma Gas and Electric Co.

Paul Lampe, City of Independence, MO
Steve Haun, Lincoln Electric System
Chance Myers, Western Farmers Electric Cooperative
David Pham, Empire District Electric Company
Darrel Yohnk, ITC Holdings
Dennis Sauriol, American Electric Power
Allan George, Sunflower Electric Power Corporation
Jeff Wells, Grand River Dam Authority

Background
Currently, the ORWG is comprised of at least 12 and up to 17 members, including the chairman and vicechair. Meetings are open, however by sufficient notice; the ORWG may limit attendance during specific
portions of a meeting by an affirmative vote of the ORWG for reasons that are consistent with the SPP
Bylaws. Representatives should be experienced in operations related matters including but not limited to
Balancing Authority functions, Transmission Operations, and system reliability. The ORWG performed an
annual review of the working group charter, and elected to expand the charter size to 19 voting members.
Recommendation
The ORWG recommends expanding the ORWG charter to 19 voting members.

Approved:

ORWG

January 6, 2016

Unanimously Approved

Approved:

MOPC

January 12, 2016

Unanimously Approved

Approved:

Corporate Governance Committee

February 25, 2016

Unanimously Approved

Action Requested:

Request approval for the charter expansion.
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Southwest Power Pool
Operating Reliability Working Group
Charter
January 6, 2016

Deleted: May 7, 2015

Purpose
The Operating Reliability Working Group (ORWG) develops, maintains, and
coordinates the implementation of policies related to the reliable and secure
operation of the Bulk Electric System within the SPP Reliability Coordinator,
Balancing Authority, and SPP Reserve Sharing Group (RSG) footprints. The
ORWG ensures these operating policies are consistent with NERC and Regional
Reliability Standards. The ORWG provides oversight and direction for the
Reliability Coordinator and Balancing Authority functions of the SPP and
assigned SPP working groups. The ORWG provides policy input to the MOPC
and BOD and its committees, if requested.
Scope of Activities
In carrying out its purpose, the ORWG will:
1. Review, modify and develop any necessary SPP policies related to:
•

The reliable and secure operation of the bulk electric system within the
SPP.

•

The development, maintenance, and compliance with NERC
Standards of the SPP state-estimator model and ensure that the model
adequately supports the needs of the SPP Reliability Coordinator, SPP
Balancing Authority, regional Tariff Administration, and any Integrated
Marketplace functions.

•

The real-time exchange of reliability related power system data,
submission of one-line displays, and other system information.

•

The data exchange needs of SPP and between SPP and its members
as it relates to the Reliability Coordination, Balancing Authority, and
Reserve Sharing Group functions of SPP.

2. Review, modify and develop any Reliability Coordinator, Balancing
Authority and Transmission Tariff procedures related to the operational
implementation of the SPP OATT in cooperation with the Regional Tariff
Working Group.

1
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3. Direct and coordinate the activities of the SPP Reliability Coordinator as
they relate to NERC and Regional Reliability standards, SPP policies, and
the SPP OATT.
4. Direct and coordinate the activities of the SPP Balancing Authority through
the administrative oversight of the SPP Balancing Authority Operating
Committee (BAOC).
5. Direct and coordinate the activities and policies of the SPP Reserve
Sharing Group (RSG).
6. Coordinate with the SPP RE and other SPP Working Groups on the
development of SPP Regional Reliability Standards and Compliance. The
ORWG will coordinate with other working groups on any changes that
affect the groups.
7. Work with Staff and other SPP organizational groups to prioritize activities.

Representation
The ORWG is comprised of at least 12 and up to 19 members, including the
chairman and vice-chair. Meetings are open, however by sufficient notice; the
ORWG may limit attendance during specific portions of a meeting by an
affirmative vote of the ORWG for reasons that are consistent with the SPP
Bylaws. Representatives should be experienced in operations related matters
including but not limited to Balancing Authority functions, Transmission
Operations, and system reliability.

Deleted: 17

Duration
Permanent.
Reporting
The ORWG reports to the SPP Markets and Operations Policy Committee
(MOPC) for all activities. As necessary the ORWG may appoint a member of the
ORWG as a liaison to other working groups for specific issues or action items
being coordinated.
The BAOC reports to the ORWG for all activities. As necessary the ORWG may
assign or receive action items from the BAOC.
Meeting Schedule

2
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Generally, meetings will be scheduled such that there will be an official meeting
every month. Annually, there will be at least two face-to-face meetings with the
other monthly meetings being conducted via a Webex/Teleconference.

3
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Southwest Power Pool, Inc.
STRATEGIC PLANNING COMMITTEE
Recommendation to the Board of Directors
April 26, 2016
Revised SPC Charter

Organizational Roster
The following person are members of the Strategic Planning Committee:
Michael Wise (Chairman)
Phyllis Bernard
Michael Deggendorf
Jim Eckelberger
Les Evans
Dennis Florom
Bill Grant
Robert Janssen
Jake Langthorn
Venita McCellon-Allen
Harry Skilton
Michael Desselle (Staff Secretary)

Golden Spread Electric Cooperative, Inc.
Director
Kansas City Power & Light
Director
Kansas Electric Power Cooperative
Lincoln Electric System
Southwestern Public Service
Dogwood Energy, LLC
Oklahoma Gas and Electric Co.
Swepco
Director
Southwest Power Pool

Background
During an online vote the Strategic Planning Committee (SPC) recommended revisions to the SPC
Charter for approval based on the modification to the SPP Bylaws that FERC approved on 1/29/16.
FERC accepted SPP’s December 9, 2015 filing to revise Section 6.2 of the Bylaws to expand the SPC by
two additional seats, to a total of thirteen, with one new seat for a representative from the transmission
owning member sector and one new seat for a representative from the transmission using member
sector.
Analysis
This change was intended to ensure appropriate geographical representation on the SPC following the
recent addition of the Integrated System, which has expanded SPP’s footprint to a total of fourteen states,
including the addition of six new states: Iowa, Minnesota, Montana, North Dakota, and Wyoming and
became fully integrated on October 1, 2015.
Recommendation
Approve the Strategic Planning Committee Charter to reflect an increase in members from eleven to
thirteen members. One additional Transmission Owning member and one additional Transmission Using
member.
Approved:

Action Requested:

Strategic Planning Committee
Unanimous

February 8, 2016

Corporate Governance Committee
Unanimous

February 25, 2016

Approve Recommendation

208 of 637

Southwest Power Pool, Inc.
STRATEGIC PLANNING COMMITTEE
Organizational Group Scope Statement
February 1, 2016

Deleted: October 29, 2013

Purpose
The Strategic Planning Committee (SPC) is responsible for the development and
recommendation of strategic direction for the company in accordance with its scope as
approved by the Board of Directors.
Scope of Activities
a) Gather information from the SPP Members, customers, Staff, regulatory
jurisdictions, market monitors, and legislative bodies on industry trends, forecasts
and directions;
b) Assess the industry environment in which SPP will be operating;
c) Assess SPP’s capabilities and competencies against the industry environment,
including coordination with neighboring entities;
d) Develop and recommend to the Board of Directors a mission and vision
statement and accompanying goals and objectives;
e) Formulate strategies to ensure achievement of SPP’s mission statement, goals,
objectives, and responsibilities, and recommend necessary modifications to SPP
processes to carry out these strategies;
f) Initiate definition of futures for transmission planning models;
g) Work with other Organizational Groups in developing related action plans,
schedules and budgets;
h) Complete a self-assessment annually to determine how effectively the SPC is
meeting its responsibilities; and
i) Perform such other functions as the Board of Directors may delegate or direct.
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Representation
The SPC shall be comprised of thirteen members. Three representatives shall be from
the Board of Directors; five representatives from the Transmission Owning Member
sector as nominated by the Corporate Governance Committee; and five representatives
from the Transmission Using Member sector as nominated by the Corporate
Governance Committee.

Deleted: eleven
Deleted: four
Deleted: four

Reporting
The Strategic Planning Committee reports directly to the Board of Directors.
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Southwest Power Pool, Inc.
CORPORATE GOVERNANCE COMMITTEE
Recommendation to the Board of Directors
April 26, 2016
Nomination to the SPC Committee Vacancies

Organizational Roster
The following person are members of the Corporate Governance Committee:
Nick Brown, Chair
Jason Atwood
Denise Buffington
Jim Eckelberger
Jason Fortik

SPP
NTEC
KCP&L
Director
LES

Robert Harris
Robert Janssen
Brett Leopold
John McClure

WAPA
Dogwood Energy
ITC
NPPD

Background
Due to a change in the SPP Bylaws approved by FERC on 1/29/16 the size of the Strategic Planning
Committee (SPC) increased by two seats, one Transmission Using (TU) and one Transmission Owning
(TO) company. In accordance with SPP’s Bylaws, the Corporate Governance Committee recommends a
candidate for the TO and TU positions to the Board of Directors for consideration and appointment to the
Strategic Planning Committee.

Analysis
This change was intended to ensure appropriate geographical representation on the SPC following the
recent addition of the Integrated System, which has expanded SPP’s footprint to a total of fourteen states,
including the addition of six new states: Iowa, Minnesota, Montana, North Dakota, and Wyoming and
became fully integrated on October 1, 2015.
The Corporate Governance Committee considered the candidates background, and the balance of
member representation on the various SPP committees. After discussion, the Corporate Governance
Committee passed a motion to recommend Mike Risan of Basin Electric Power Cooperative for the open
TO position and Ray Wahle of Missouri River Energy Services for the TU position on the Strategic
Planning Committee.
Recommendation
The Corporate Governance Committee recommends the appointment of Mike Risan of Basin Electric
Power Cooperative and Ray Wahle of Missouri River Energy Services, to serve on the Strategic Planning
Committee.

Approved:

Corporate Governance Committee
Unanimous

Action Requested:

Approve Recommendation

February 25, 2016
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Strategic Planning Committee
Nomination Form
Nominee Name & Title:

Mike Risan, Senior Vice President, Transmission

Company:

Basin Electric Power Cooperative

Brief description of previous involvement
with the SPC, Strategic Planning, Senior
Management, and/or Strategic Mission
Development and Implementation:

Senior Vice President, Transmission for Basin Electric Power
Cooperative since 2004. Directly involved in strategic
planning with Basin Electric’s Board of Directors since 2004.
Cooperative Representative on the SPP Members
Committee
Midwest Reliability Organization Board Member. Involved
in strategic planning discussions since the inception of the
MRO.
Former Chair and Member of the Mid-Continent Area
Power Pool Executive Committee and MAPPCOR Board
WECC Member Representative
WestConnect Steering Committee Representative

Nominee’s Phone Number & Email Address:

701-557-5645 / mrisan@bepc.com

Nominated by:

Robert Harris

TO/TU:

Transmission Owning Member
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Strategic Planning Committee
Nomination Form
Nominee Name & Title:

Ray Wahle

Company:

Missouri River Energy Services

Brief description of previous involvement
with the SPC, Strategic Planning, Senior
Management, and/or Strategic Mission
Development and Implementation:

I have been with MRES for 37 years and I am in a senior
management position at MRES. I oversee MRES power
supply and transmission activities. I also serve on the Board
of Directors of the Midcontinent Reliability Organization.

Nominee’s Phone Number & Email Address:

605-330-6963 / ray.wahle@mrenergy.com

Nominated by:

Self-Nominated

TO/TU:

Transmission Using Member
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Southwest Power Pool, Inc.
FINANCE COMMITTEE
Recommendation to the Board of Directors
April 26, 2016
2015 Financial Audit

Organizational Roster
The following persons are members of the Finance Committee:
Harry Skilton, Director
Laura Kapustka, Lincoln Electric
Sandra Bennett, AEP

Larry Altenbaumer, Director
Mike Wise, Golden Spread
Kelly Harrison, Westar

Background
SPP annually engages a Certified Public Accounting firm to audit its financial statements and accounting controls.
SPP has engaged BKD, LLC to perform audits of its financial reports since fiscal year 2004. SPP last performed a
request for proposal for the financial audit engagement in July 2013.

Analysis
BKD, LLC has completed and published its audit of SPP’s 2015 financial results. The Finance Committee, at its April
5, 2016 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 2015 audit report and
findings of BKD, LLC.

Approved:

Finance Committee

April 5, 2016

Unanimous

Action Requested:

Approve Recommendation
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Southwest Power Pool, Inc.
Independent Auditor’s Report and Financial Statements
December 31, 2015 and 2014
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Southwest Power Pool, Inc.
December 31, 2015 and 2014
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Independent Auditor’s Report

Board of Directors
Southwest Power Pool, Inc.
Little Rock, Arkansas

We have audited the accompanying financial statements of Southwest Power Pool, Inc., which comprise
the balance sheets as of December 31, 2015 and 2014, and the related statements of operations, changes in
members’ deficit, and cash flows for the years then ended, and the related notes to the financial
statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
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Board of Directors
Southwest Power Pool, Inc.
Page 2

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Southwest Power Pool, Inc. as of December 31, 2015 and 2014, and the results of its
operations and its cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

Little Rock, Arkansas
April 11, 2016
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Southwest Power Pool, Inc.
Balance Sheets
(in Thousands)
December 31, 2015 and 2014

Assets
2015

Current Assets
Cash and cash equivalents
Restricted cash deposits
Accounts receivable, net
Prepaid expenses and other

$

2014

42,003
196,918
39,790
8,420

$

57,534
222,285
41,826
7,204

Total current assets

287,131

328,849

Property and Equipment, at Cost
Land
Building
Furniture and fixtures
Equipment and machinery
Software
Software in development
Equipment under capital lease

4,812
66,615
10,208
49,549
167,876
3,396
4,876

4,812
66,354
10,016
44,822
206,237
12,458
-

307,332
170,852

344,699
167,818

136,480

176,881

Investments (Note 2 )

9,352

10,099

Other Assets, Net

6,051

5,184

Less accumulated depreciation and amortization

$

See Notes to Financial Statements

439,014

$

521,013
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Liabilities and Members’ Deficit
2015

Current Liabilities
Line of credit
Accounts payable
Customer deposits
Current maturities of long-term debt (Note 4)
Current maturities of obligations under capital lease (Note 5 )
Accrued expenses
Deferred revenue

$

Total current liabilities
Long-term Debt (Note 4 )
Obligation Under Capital Lease (Note 5 )
Other Long-term Liabilities

Members’ Deficit

$

2014

2,000
30,609
196,918
21,353
591
44,092
5,318

$

31,417
222,285
24,299
57,943
5,895

300,881

341,839

226,608

247,961

5,674

-

35,267

18,159

(129,416)

(86,946)

439,014

$

521,013
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Southwest Power Pool, Inc.
Statements of Operations
(in Thousands)
Years Ended December 31, 2015 and 2014

2015

Operating Income
Tariff fees and member assessments
Other member services

$

171,717
7,016

2014

$

158,735
4,802

178,733

163,537

84,043
1,903
4,928
13,939
825
3,758
123
13,553
12,528
59,285

85,575
1,924
4,399
16,323
833
3,745
180
15,149
16,319
51,046

194,885

195,493

Operating Loss

(16,152)

(31,956)

Other Income (Expense)
Investment income
Interest expense
Change in fair market value of interest rate swaps
Other income (expense)

1,768
(10,522)
(726)
(1,097)

459
(12,554)
(1,528)
75

(10,577)

(13,548)

(26,729)

(45,504)

(2,011)

251

(13,730)

(797)

Operating Expenses
Salaries and benefits
Employee travel
Administrative
Regulatory assessment
Meetings
Communications system
Leases
Maintenance
Consulting services
Depreciation and amortization

Loss Before Unrealized Gain (Loss) and Change in
Funded Status of Employee Benefit Plans
Unrealized Gain (Loss) on Investments
Change in Funded Status of Employee Benefit Plans
Net Loss

See Notes to Financial Statements

$

(42,470)

$

(46,050)
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Southwest Power Pool, Inc.
Statements of Members’ Deficit
(in Thousands)
Years Ended December 31, 2015 and 2014

2015

Balance, Beginning of Year

$

Net loss
Balance, End of Year

See Notes to Financial Statements

(86,946)

2014

$

(42,470)
$

(129,416)

(40,896)
(46,050)

$

(86,946)
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Southwest Power Pool, Inc.
Statements of Cash Flows
(in Thousands)
Years Ended December 31, 2015 and 2014

2015

Operating Activities
Net loss
Items not requiring cash
Depreciation and amortization
Change in funded status of employee benefit plans
Unrealized loss (gain) on investments
Realized gain on investments
Loss (gain) on disposal of fixed assets
Impairment loss
Change in fair market value of interest rate swaps
Changes in assets and liabilities
Accounts receivable
Prepaid expenses and other
Other assets
Accounts payable
Accrued expenses
Other long-term liabilities

$

Net cash provided by operating activities
Investing Activities
Acquisition of property and equipment
Purchase of investments
Proceeds from sale of investments
Net cash used in investing activities
Financing Activities
Repayments of long-term debt
Repayments of capital lease obligation
Repayment of borrowings under line of credit
Borrowings under line of credit
Issuance of long-term debt
Net cash provided by (used in) financing activities
Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year

2014

(42,470)

$

(46,050)

59,285
13,730
2,011
(1,576)
5
349
726

51,046
797
(251)
(23)
1,528

2,036
809
(962)
(808)
(14,428)
2,652

(17,692)
(227)
(2,472)
15,464
28,880
1,414

21,359

32,414

(14,267)
(9,764)
10,076

(23,554)
(590)
-

(13,955)

(24,144)

(24,299)
(636)
(9,000)
11,000
-

(22,998)
37,000

(22,935)

14,002

(15,531)

22,272

57,534

35,262

$

42,003

$

57,534

Interest paid on long-term debt (net of interest capitalized
of $102 and $363 in 2015 and 2014, respectively)

$

10,326

$

10,576

Assets purchased under capital lease obligations

$

4,876

$

-

Property and equipment purchases in accounts payable and accrued liabilities

$

1,548

$

2,788

Cash and Cash Equivalents, End of Year
Supplemental Cash Flows Information

See Notes to Financial Statements
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Southwest Power Pool, Inc.
Notes to Financial Statements
(in Thousands)
December 31, 2015 and 2014

Note 1:

Nature of Operations and Summary of Significant Accounting Policies

Nature of Operations
Southwest Power Pool, Inc. (the Company) is a not-for-profit entity formed in 1941 and
incorporated in 1994. The Company is a Federal Energy Regulatory Commission (FERC)approved regional transmission organization (RTO) serving more than 18 million ultimate
customers across all or parts of 14 states. The Company’s membership consists of investor-owned
utilities, municipal systems, generation and transmission cooperatives, state authorities, federal
agencies, independent power producers, contract participants, power marketers and independent
transmission companies.
Major services provided by the Company to its members and customers include tariff
administration, reliability coordination, regional scheduling, market operations and regional
transmission expansion planning. Effective March 1, 2014, the energy imbalance service (EIS)
market was replaced with Integrated Marketplace which includes day-ahead and real time markets,
transmission congestion rights, reliability unit commitment, operating reserve market and
consolidated balancing authority.
Use of Estimates
The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.
Cash and Cash Equivalents and Deposits
The Company considers all highly liquid interest-earning investments with stated maturities and
coupon rate reset dates of no more than three months to be cash equivalents. At December 31,
2015 and 2014, the Company’s cash and cash equivalents, including restricted deposits, are
invested primarily in money market funds, mutual funds and repurchase agreements. These
investments are typically revalued to the market each day and, in the case of repurchase
agreements, are collateralized by U.S. government and federal agency securities. The Company’s
cash and cash equivalents consist primarily of funds accumulated for general operating purposes.
Restricted cash deposits consist primarily of customer security deposits, amounts deposited for
engineering studies and funds held in escrow for disputed invoices.
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Southwest Power Pool, Inc.
Notes to Financial Statements
(in Thousands)
December 31, 2015 and 2014

Investments
The Company’s investments include domestic and foreign issued stock and equity and fixed
income mutual funds. These investments are recorded at fair value, with unrealized gains and
losses reported as non-operating income. Dividends, interest income, and realized gains and losses
are reported as investment income. The Company’s investments are intended to be utilized in
funding benefits associated with the Company’s postretirement health care plan.
Income Taxes
The Company is exempt from income taxes under Section 501c(6) of the Internal Revenue Code
and a similar provision of state law. However, the Company is subject to federal income tax on
any unrelated business taxable income.
The Company files tax returns in the U.S. federal jurisdiction. With a few exceptions, the
Company is no longer subject to U.S. federal examinations by tax authorities for years before 2012.
Accounts Receivable
Accounts receivable are stated at the amount billed to members, customers and others plus any
accrued and unpaid interest. The Company provides an allowance for doubtful accounts, when
necessary, which is based upon a review of outstanding receivables, historical collection
information and existing economic conditions. Accounts that are unpaid after the due date are
subject to interest at a rate set by FERC. At December 31, 2015, the Company had recorded $822
as an allowance for doubtful accounts. No allowance was recorded for 2014.
Property and Equipment
Property and equipment are recorded at cost and depreciated on a straight-line basis over the
estimated useful life of each asset. The estimated useful lives are as follows:
Building
Building improvements
Furniture and fixtures
Vehicles
Equipment and machinery
Software

20 years
Shorter of useful life or remaining life
of building
5 years
5 years
3 years
3 years

The Company capitalizes interest cost incurred on funds used to construct property, plant and
equipment. The capitalized interest is recorded as part of the asset to which it relates and is
amortized over the asset’s estimated useful life. Interest cost capitalized was $102 and $363 in
2015 and 2014, respectively.
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Southwest Power Pool, Inc.
Notes to Financial Statements
(in Thousands)
December 31, 2015 and 2014

The Company capitalizes development costs, including interest, for internal use software costs.
These costs are included in software in development. Management of the Company is of the
opinion that all costs capitalized in association with the software in development are fully
recoverable over the anticipated life of the asset.
Long-Lived Asset Impairment
The Company evaluates the recoverability of the carrying value of long-lived assets whenever
events or circumstances indicate the carrying amount may not be recoverable. If a long-lived asset
is tested for recoverability and the undiscounted estimated future cash flows expected to result
from the use and eventual disposition of the asset is less than the carrying amount of the asset, the
asset cost is adjusted to fair value and an impairment loss is recognized as the amount by which the
carrying amount of a long-lived asset exceeds it fair value.
In 2015, management of the Company made the decision to switch vendors for the system
development associated with the Z2 project. The Z2 project implements Attachment Z2 of the
tariff, which provides for payments of credits for use by others of sponsored transmission upgrades.
Previously capitalized development costs of $349 were written off in 2015. The amount was
recorded as an impairment loss in the accompanying Statements of Operations and is included in
other income (expense).
No asset impairment was recognized during the year ended December 31, 2014.
Revenue Recognition
Revenues, consisting of member assessments, tariff administrative fees, contract services and
miscellaneous revenues are recognized when earned, and expenses are recognized when incurred.
Customer Deposits
Customers may be required to make deposits with the Company prior to the performance of
transmission services, market transactions and engineering studies. An offsetting liability equal to
the deposit balance is recorded in current liabilities. Funds held in escrow related to disputed
invoices are also recorded as a customer deposit under current liabilities.
Tariff Fees and Member Assessments
An administrative charge is applied to all transmission service under the Company’s tariff to cover
the expenses related to the administration of the tariff. The charge is calculated in accordance with
the terms of the Company’s Open Access Transmission Tariff. The administrative rate used for the
calculation is established by the board of directors.
Members are assessed monthly based on their prior year average 12-month peak demand multiplied
by the total hours in a month and by the monthly assessment rate as established by the board.
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Southwest Power Pool, Inc.
Notes to Financial Statements
(in Thousands)
December 31, 2015 and 2014

A member’s monthly assessment is offset dollar for dollar for qualifying tariff administrative fees
collected from a member in any given assessment period.
The Company collects a membership fee from each member annually. The amount of the
membership fee is established by the board of directors of the Company. For 2015 and 2014, all
members paid a $6 membership fee.
The Company also bills transmission customers and transmission owners a charge under
Schedule 12 on all energy delivered under point-to-point transmission service and network
integration transmission service. This provides a mechanism for recovering from transmission
customers and transmission owners the annual charges the Company pays to FERC.
Deferred Revenue
Revenues for contract services received in advance are recognized over the periods to which the
revenues relate.
Other Member Services
The Company provides reliability, tariff administration and scheduling for non-members on a
contract basis. The Company also provides engineering study services for long-term transmission
service and generation interconnection requests.
Withdrawing Members
Members wishing to withdraw their membership from the Company must provide 24 months’
written notice and are responsible for their portion of the Company’s existing obligations as
defined in the bylaws, which include unpaid membership fees, any assessments imposed prior to
the effective withdrawal date, any costs or expenses imposed upon the Company as a direct
consequence of the member’s withdrawal, and the member’s share of long-term obligations and
related interest. Withdrawing members may also be responsible for all financial obligations
incurred and costs allocated to its load for transmission facilities approved prior to their
withdrawal.
Concentration of Credit Risk
The Company is exposed to credit risk primarily through accounts receivable and uninsured cash
balances. During 2015 and 2014, the Company maintained cash balances, including transaction
accounts and short-term investment accounts that are not insured by the Federal Deposit Insurance
Corporation. At December 31, 2015 and 2014, the Company did not have transaction accounts
exceeding federal insurance limits. The Company’s investment accounts were primarily invested
in highly liquid short-term investments such as money market funds, mutual funds and repurchase
agreements. The Company also requires the financial institutions holding its cash balances to be
rated A or better by nationally recognized rating agencies.
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Southwest Power Pool, Inc.
Notes to Financial Statements
(in Thousands)
December 31, 2015 and 2014

The Company considers its accounts receivable to be highly probable of collection. At
December 31, 2015, the Company had recorded $822 as an allowance for doubtful accounts. No
allowance was recorded for 2014.
The Company requires its customers to meet certain minimum standards of financial condition and
creditworthiness to receive unsecured credit from the Company. If these standards cannot be met
by a counterparty, the Company requires the posting of defined financial security instruments to
cover potential liabilities.

Note 2:

Investment and Investment Returns

Investments at December 31 consisted of the following:
2015

Mutual Funds
Equity
Fixed income
Financials
Alternative assets

$

Total mutual funds
Domestic Common Stock
Consumer discretionary
Consumer staples
Energy
Financial
Health care
Industrials
Information technology
Materials
Telecommunication
Utilities
Total common stock
Foreign Stocks
Industrials
$

2014

6,536
2,816
-

$

3,186
2,732
610
271

9,352

6,799

-

417
393
229
452
456
404
574
172
37
125

-

3,259

-

41

9,352

$

10,099

228 of 637

11

Southwest Power Pool, Inc.
Notes to Financial Statements
(in Thousands)
December 31, 2015 and 2014

Total investment return is comprised of the following:
2015

Interest and dividends reported at fair value
Net realized and unrealized gains (losses) on
investments reported at fair value

$

2014

192

$

(435)
$

(243)

242
468

$

710

Interest, dividends and realized gains are reported as investment income, while unrealized gains are
reported separately in the Statements of Operations.

Note 3:

Line of Credit

The Company has a $30,000 revolving line of credit expiring in 2016. At December 31, 2015,
$2,000 was borrowed against this line. No amounts were borrowed against this line at
December 31, 2014. The agreement has a variable interest rate equal to the London Interbank
Offered Rate (LIBOR) plus a credit margin. The Company’s line of credit requires compliance
with certain financial and non-financial covenants as well as periodic reporting requirements. The
Company was in compliance with the covenant and reporting requirements throughout and at
December 31, 2015.
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Note 4:

Long-term Debt and Interest Rate Swaps

Long-term Debt
2015

Variable Rate Term Note due 2027 (A)
5.45% Senior Notes due 2016 (B)
4.82% Series 2010-A Senior Notes due 2042 (C)
4.82% Series 2010-B Senior Notes due 2042 (D)
3.55% Series 2010-C Senior Notes due 2024 (E)
3.00% Series 2012-D-1 Senior Notes due 2024 (F)
3.25% Series 2012-D-2 Senior Notes due 2024 (G)
3.80% Series 2014-E Senior Notes due 2025 (H)

$

Less current maturities

3,341
3,000
28,555
33,315
57,750
41,250
43,750
37,000
247,961

2014

$

21,353
$

226,608

3,547
9,000
29,060
33,903
64,750
46,250
48,750
37,000
272,260
24,299

$

247,961

(A)

Due February 1, 2027; principal and interest are payable quarterly based on a 25-year
amortization. Payments commenced on May 1, 2007. The interest rate adjusts monthly
based on LIBOR plus 0.85%. At December 31, 2015 and 2014, the interest rate was 1.28%
and 1.02%, respectively. The note is secured by a first mortgage on the Company’s
operation facility.

(B)

Due July 23, 2016; principal and interest are payable quarterly based on a seven-year
amortization. Payments commenced on September 30, 2011. The interest rate is fixed at
5.45%. The note is unsecured.

(C)

Due December 30, 2042; principal and interest are payable quarterly based on a 32-year
amortization. Principal payments commenced on March 30, 2013. The interest rate is fixed
at 4.82%. The note is unsecured.

(D)

Due December 30, 2042; principal and interest are payable quarterly based on a 32-year
amortization. Principal payments commenced on March 30, 2013. The interest rate is fixed
at 4.82%. The note is unsecured.

(E)

Due March 30, 2024; principal and interest are payable quarterly based on 13-year
amortization. Principal payments commenced on June 30, 2014. The interest rate is fixed at
3.55%. The note is unsecured.
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(F)

Due March 30, 2024; principal and interest are payable quarterly based on 10-year
amortization. Principal payments commenced on June 30, 2014. The interest rate is fixed at
3.00%. The note is unsecured.

(G)

Due September 30, 2024; principal and interest are payable quarterly based on 10-year
amortization. Principal payments commenced on December 30, 2014. The interest rate is
fixed at 3.25%. The note is unsecured.

(H)

Due December 30, 2025; principal and interest are payable quarterly based on an 11 year
and 9 months amortization. Principal payments commence on March 30, 2024. The interest
rate is 3.80%. The note is unsecured.

Aggregate annual maturities of long term debt at December 31, 2015, are:
2016
2017
2018
2019
2020
Thereafter

$

21,353
18,410
18,469
18,531
18,596
152,602

$

247,961

On March 10, 2014, the Company obtained a $33,000 senior unsecured term note facility. This
facility remains undrawn at December 31, 2015, but allows the Company to obtain advances as
needed during a two year draw period, after which it will convert into an amortizing term loan with
escalating principal payments through 2024. Interest will be payable monthly at LIBOR plus
1.75%.
Certain of the Company’s term notes require compliance with financial and non-financial
covenants, as well as periodic reporting requirements. The Company was in compliance with the
covenant and reporting requirements throughout and at December 31, 2015.
Variable-to-Fixed Interest Rate Swap
As a strategy to maintain acceptable levels of exposure to the risk of changes in future cash flows
due to interest rate fluctuations, the Company enters into interest rate swap agreements.
On September 15, 2006, the Company entered into an interest rate swap agreement with U.S. Bank
National Association. The agreement provides for the Company to receive interest from the
counterparty at LIBOR and to pay interest to the counterparty at a fixed rate of 5.51% on notional
amounts of $3,315 and $3,519 at December 31, 2015 and 2014, respectively. Under the agreement,
the Company pays or receives the net interest amount quarterly, with the quarterly settlements
included in interest expense. The swap was established to hedge interest rate risk on its floating
rate debt obligation (Loan A).
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The Company entered into another interest rate swap agreement on March 10, 2014, with Regions
Bank. The agreement provides for the Company to receive interest from the counterparty at LIBOR and
to pay interest to the counterparty at a fixed rate of 3.225% on a notional amount of $33,000. Under the
agreement, the Company pays or receives the net interest amount monthly, commencing on March 30,
2016, with the monthly settlements included in interest expense. The swap was established to hedge
interest rate risk on its floating rate debt obligation associated with the $33,000 note that remained
undrawn at December 31, 2015.
The table below presents certain information regarding the Company’s interest rate swap
agreements.

Note 5:

2015

2014

Fair value of interest rate swap agreements
Balance sheet location of fair value amounts

$
3,188
Other Long-term
Liabilities

$
2,462
Other Long-term
Liabilities

Loss recognized in statement of operations
Location of loss recognized in statement of operations

$
(726)
Change in Fair
Market Value of
Interest Rate
Swaps

$
(1,528)
Change in Fair
Market Value of
Interest Rate
Swaps

Capital Lease Obligation

The Company entered into a capital lease obligation on February 1, 2015, to finance data storage
equipment. The term of the financing is five years and expires on November 1, 2019. At
December 31, 2015, accumulated depreciation for equipment purchased under the capital lease was
$1,490. Future minimum payments on the capital lease obligation at December 31, 2015, are:
2016
2017
2018
2019

$

Total minimum lease payments

6,875

Less: Amount representing interest
Present value of minimum lease payments

830
2,015
2,015
2,015

610
$

6,265
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Note 6:

Operating Leases

The Company had noncancellable operating leases for certain office equipment that expired in
2015. The Company incurred lease expense related to these operating leases of $123 and $180 in
2015 and 2014, respectively.

Note 7:

Employee Benefit Plans

Pension and Other Postretirement Benefit Plans
The Company has a noncontributory defined benefit pension plan covering all employees meeting
eligibility requirements. The Company’s funding policy is to make the minimum annual
contribution that is required by applicable regulations, plus such amounts as the Company may
determine to be appropriate from time to time. The Company expects to contribute approximately
$5,400 to the plan in 2016.
The Company has a noncontributory defined benefit postretirement health care plan covering
eligible retirees, including those retiring between the ages of 55–65 and hired prior to
January 1, 1996. Employees hired after June 1, 2006, are not eligible to participate in the defined
postretirement health care plan.
The Company uses a December 31 measurement date for the plans. Information about the plans’
funded status is as follows:
Postretirement
Pension Benefits
2015

Health Care Benefits

2014

2015

2014

Benefit obligation
Fair value of plan assets

$

68,088
47,735

$

50,702
45,903

$

9,289
-

$

8,900
-

Funded status

$

(20,353)

$

(4,799)

$

(9,289)

$

(8,900)
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Amounts recognized in the balance sheets:
Postretirement
Pension Benefits
2015

Noncurrent assets
Noncurrent liabilities

Health Care Benefits

2014

2015

2014

$

(20,353)

$

(4,799)

$

(9,289)

$

(8,900)

$

(20,353)

$

(4,799)

$

(9,289)

$

(8,900)

Amounts recognized in members’ equity not yet recognized as components of net periodic benefit
cost as of December 31, 2015 and 2014, consist of:
Postretirement
Pension Benefits
2015

Net loss
Prior service credit
Transition obligation

Health Care Benefits

2014

2015

2014

$

21,588
(22)
82

$

6,746
(22)
99

$

6,599
(1,487)
22

$

6,113
26

$

21,648

$

6,823

$

5,134

$

6,139

The accumulated benefit obligation for the defined benefit pension plan was $53,754 and $40,001
at December 31, 2015 and 2014, respectively.
Other significant balances and costs are:
Postretirement
Pension Benefits
2015

Employer contributions
Benefits paid
Benefit costs

$

3,760
612
4,488

Health Care Benefits

2014

$

3,660
433
4,199

2015

$

90
1,485

2014

$

441
83
1,435

Contributions to the postretirement health care plan represent funding to the agency account
holding assets intended to be utilized in providing benefits for eligible retirees.
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The following amounts have been recognized in the statements of operations for the years ended
December 31, 2015 and 2014:
Postretirement
Health Care Benefits

Pension Benefits
2015

Amounts arising during the period
Net gain (loss)
$
Amounts recognized as benefit
components of net periodic
cost of the period
Net loss
Net prior service credit
Net transition obligation

2014

(3,791)

$

2015

(1,403)

105
1
16

$

2014

881

58
1
16

$

143

275
4

303
4

The estimated net loss, prior service cost and transition obligation for the defined benefit pension
plan that will be amortized from members’ equity into net period benefit cost over the next fiscal
year are $985, $1 and $16, respectively. The estimated net gain, prior service cost, and net
obligation for the defined benefit postretirement health care plan that will be amortized from
members’ equity into net periodic benefit cost over the next fiscal year are $315, $83 and $4,
respectively.
Weighted-average assumptions used to determine benefit obligations and costs:
Postretirement
Pension Benefits

Health Care Benefits

2015

2014

2015

2014

Discount rate benefit obligation

5.0%

5.5%

5.0%

5.5%

Expected return on plan assets

7.0%

7.0%

N/A

N/A

Rate of compensation increase

4.0%

4.0%

N/A

N/A

The Company changed the discount rate and mortality table used in its actuarial calculation of the
pension benefit obligation for the defined benefit plan as of December 31, 2015. The decrease in
the discount rate and increase in life expectancy assumptions each increased the pension benefit
obligation by $5,570 and $5,585, respectively. Additionally, the actual return on plan assets was
significantly lower than the actuarial assumption. The loss from this difference has been deferred
and increased the funded status by $4,630. Effective October 1, 2015, eligible retirees no longer
participate in the company sponsored medical plan. Eligible retirees are now provided monies
through a tax-free health reimbursement account to pay for individual Medicare supplement health
insurance plans or other eligible health care expenses. This change resulted in a decrease to the
benefit obligation for the postretirement health care plan of $1,487.
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The Company has estimated the long term rate of return on plan assets based primarily on
historical returns on plan assets, adjusted for changes in target portfolio allocations and recent
changes in long-term interest rates based on publicly available information.
For measurement purposes, a 9% and 10% annual rate of increase in the per capita cost of covered
health care benefits in the next year was assumed for 2015 and 2014, respectively. The rate was
assumed to decrease gradually to 5% by the year 2020 and remain at that level thereafter.
The following benefit payments, which reflect expected future service, as appropriate, are expected
to be paid as of December 31:
Postretirement

2016
2017
2018
2019
2020
2021–2025

$

Pension

Health Care

Benefits

Benefits

720
852
1,041
1,211
1,341
11,741

$

105
141
183
219
243
1,860

The Company’s investment strategy is based on an expectation that equity securities will
outperform fixed income securities over the long term. Accordingly, the composition of the
Company’s plan assets is broadly characterized as a 70/30 allocation between equity and fixed
income securities. The strategy utilizes indexed and actively managed mutual fund instruments
as well as direct investment in individual equity and fixed income securities. Investments in the
plan must adhere to the Investment Policy Statement developed by the Company. The
Investment Policy Statement limits investments in foreign securities to 20% of the total fair value
of plan assets. The Investment Policy Statement is reviewed annually.
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At December 31, 2015 and 2014, plan assets by category are as follows:
Pension Plan Assets

Fixed income securities
Equity securities
Cash and equivalents

2015

2014

24%
68
8

23%
72
5

100%

100%

Pension Plan Assets
Following is a description of the valuation methodologies used for the pension plan assets
measured at fair value on a recurring basis and recognized in the accompanying balance sheets, as
well as the general classification of the assets pursuant to the valuation hierarchy.
Where quoted market prices are available in an active market, plan assets are classified within
Level 1 of the valuation hierarchy. Level 1 plan assets include cash, money market accounts,
closed-end mutual funds and common and foreign company stock. If quoted market prices are not
available, then fair values are estimated by using pricing models, quoted prices of plan assets with
similar characteristics or discounted cash flows. Level 2 plan assets include open-end mutual
funds, corporate debt obligations, foreign corporate debt obligations, government securities and
foreign government securities.
In certain cases where Level 1 or Level 2 inputs are not available, plan assets are classified within
Level 3 of the hierarchy. At December 31, 2015 and 2014, the Company does not hold any plan
assets valued using Level 3 inputs.

237 of 637

20

Southwest Power Pool, Inc.
Notes to Financial Statements
(in Thousands)
December 31, 2015 and 2014

The fair values of the Company’s pension plan assets at December 31, 2015 and 2014, by asset
category are as follows:
2015
Fair Value Measurements Using
Quoted Prices
in Active
Markets for
Identical
Assets
(Level 1)

Fair Value

Cash equivalents

$

Money market mutual funds
Mutual funds
Alternative assets
Equity funds
Fixed income funds
Domestic common stock
Consumer discretionary
Energy
Financials
Healthcare
Industrials
Materials
Telecommunication services

Foreign stocks
Energy
Materials

Corporate debt obligations
Foreign government securities
Total

$

1

$

1

Significant
Other
Observable
Inputs
(Level 2)

$

-

Significant
Unobservable
Inputs
(Level 3)

$

-

3,637

3,637

-

-

583
24,088
5,833
30,504

16,615
4,311
20,926

583
7,473
1,522
9,578

-

62
3,573
1,316
2,019
450
416
616
8,452

62
3,573
1,316
2,019
450
416
616
8,452

-

-

148
193
342

148
193
342

-

-

4,281

-

4,281

-

519

-

519

-

47,735

$

33,357

$

14,378

$

-
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2014
Fair Value Measurements Using
Quoted Prices
in Active
Markets for
Identical
Assets
(Level 1)

Fair Value

Cash equivalents

$

Money market mutual funds

1

$

1

Significant
Other
Observable
Inputs
(Level 2)

$

-

Significant
Unobservable
Inputs
(Level 3)

$

-

2,356

2,356

-

-

596
23,118
3,584
27,298

16,029
2,069
18,098

596
7,089
1,515
9,200

-

68
4,269
1,376
2,068
432
624
613
9,450

68
4,269
1,376
2,068
432
624
613
9,450

-

-

407
285
692

407
285
692

-

-

4,734

-

4,734

-

Foreign debt obligations

774

-

774

-

Foreign government securities

598

-

598

-

Mutual funds
Alternative assets
Equity funds
Fixed income funds
Domestic common stock
Consumer discretionary
Energy
Financials
Healthcare
Industrials
Materials
Telecommunication services

Foreign stocks
Energy
Materials

Corporate debt obligations

Total

$

45,903

$

30,597

$

15,306

$

-
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Defined Contribution Plans
The Company has a 401(k) defined contribution plan covering substantially all employees. The
Company contributes funds to the plan on behalf of plan participants equal to 75% of the
participants’ elective deferrals up to 6% of deferred compensation. Contributions to the plan were
$2,473 and $2,466 for 2015 and 2014, respectively.
The Company has a 457(b) non-qualified tax-deferred compensation plan. This plan is an
unfunded plan maintained for the purpose of providing deferred compensation for a select group of
management or highly-compensated employees and, therefore, is intended to be exempt from the
participation, vesting, funding and fiduciary requirements of Title I of the Employee Retirement
Income Security Act of 1974 (ERISA). Accumulated contributions and earnings of $1,557 and
$1,584 are recorded in other long-term liabilities at December 31, 2015 and 2014, respectively.
The Company also offers a 457(f) non-qualified tax-deferred compensation plan to a select group
of executive management. The 457(f) plan was intended to be exempt from the participation,
vesting, funding and fiduciary requirements of Title I of ERISA and serves to further supplement
benefits lost due to IRS limits on compensation and benefits. At December 31, 2015, there were no
active agreements under the current 457(f) plan.

Note 8:

Related Party Transactions

General disbursements of the Company are apportioned to members based on the formula
described in the bylaws of the Company (see Note 1). The Company’s receivables from members
totaled $26,541 and $31,590 as of December 31, 2015 and 2014, respectively. The Company
recognized revenues of $161,949 and $149,170, including assessments and tariff administrative
fees, from members for the years ended December 31, 2015 and 2014, respectively.
The Southwest Power Pool Regional State Committee (RSC) was incorporated on April 7, 2004, in
the State of Arkansas. The RSC is comprised of commissioners from public service commissions
or equivalent, having regulatory authority over Company members. FERC, in its
February 20, 2004, order regarding the Company’s RTO application, stated, “the RSC should have
primary responsibility for determining regional proposals and the transition process for funding of
regional transmission enhancements, rate structure for a regional access charge and allocation of
transmission rights.” The RSC prepares budgets annually for the expected costs of its operations.
This budget is submitted to the Company’s board of directors for approval. The Company includes
in its annual budget funds sufficient to cover 100% of the operating costs of the RSC. During 2015
and 2014, the Company incurred $233 and $248, respectively, in expenses attributable to RSC
operations. Management of the Company expects such expenditures for 2016 to be approximately
$313.
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Note 9:

Open Access Transmission and Market Operations

The Company provides short- and long-term firm and non-firm point-to-point transmission services
and network integration transmission service across 43 providers in 14 states. The Company is
responsible for the billing of the transmission customers for the respective services and the
remittance of the subsequent collections to the transmission owner on a monthly basis. Billings for
these transmission services are not included in the statements of operations. The Company
receives a fee for facilitating the transmission process, which is recorded as tariff fees in the
Company’s statements of operations. For the years ended December 31, 2015 and 2014, the
Company billed transmission customers $1,672,796 and $1,505,561, respectively. For the years
ended December 31, 2015 and 2014, the Company remitted to transmission owners $1,509,656 and
$1,358,434, respectively. At December 31, 2015 and 2014, the Company was due to collect from
customers and remit to owners transmission service charges of $144,843 and $110,019,
respectively.
In March 2014, the Company launched the Integrated Marketplace, which includes a day-ahead
market with transmission congestion rights, a reliability unit commitment process, a real-time
balancing market replacing the EIS market, an operating reserve market and a consolidated
balancing authority. Weekly settlements of market participants’ energy transactions are not
reflected in the Company’s statements of operations since they do not represent revenues or
expenses of the Company, as the Company merely acts as an intermediary in the settlement
process. In this role, the Company receives and disburses funds to/from market participants on a
weekly basis. At December 31, 2015 and 2014, the Company held $13,494 and $28,102,
respectively, in cash collections from the settlement of auction revenue rights in accordance with
terms of the Company’s tariff. These funds are disbursed annually in June for collections from the
previous twelve months. A corresponding liability is reflected in accrued expenses on the Balance
Sheets.

Note 10: Commitments and Contingencies
Litigation and Regulatory Matters
The Company is engaged in various legal and regulatory proceedings at both the federal and state
levels. The Company is also subject to claims and lawsuits that arise primarily in the ordinary
course of business. It is the opinion of management that the disposition or ultimate resolution of
such proceedings, claims and lawsuits will not have a material adverse effect on the financial
position, results of operations and cash flows of the Company.
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Note 11: Disclosures About Fair Value of Financial Instruments
ASC Topic 820, Fair Value Measurements, defines fair value as the price that would be received to
sell an asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date. Topic 820 also specifies a fair value hierarchy, which requires an entity to
maximize the use of observable inputs and minimize the use of unobservable inputs when
measuring fair value. The standard describes three levels of inputs that may be used to measure
fair value:
Level 1

Quoted prices in active markets for identical assets or liabilities

Level 2

Observable inputs other than Level 1 prices, such as quoted prices for similar assets
or liabilities; quoted prices in markets that are not active; or other inputs that are
observable or can be corroborated by observable market data for substantially the
full term of the assets or liabilities

Level 3

Unobservable inputs that are supported by little or no market activity and are
significant to the fair value of the assets or liabilities
Fair Value Measurements Using

Fair Value

December 31, 2015
Cash equivalents
Mutual funds
Equity
Fixed income
Interest rate swap agreements

$

13,942
6,536
2,816
(3,188)

Quoted Prices
in Active
Markets for
Identical
Assets
(Level 1)

$

13,942
-

Significant
Other
Observable
Inputs
(Level 2)

$

6,536
2,816
(3,188)

Significant
Unobservable
Inputs
(Level 3)

$

-
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Fair Value Measurements Using

Fair Value

December 31, 2014
Cash equivalents
Mutual funds
Equity
Fixed income
Financials
Alternative assets
Domestic common stock
Consumer discretionary
Consumer staples
Energy
Financial
Healthcare
Industrials
Information technology
Materials
Telecommunication
Utilities
Foreign stocks
Industrials
Interest rate swap agreements

$

11,241

Quoted Prices
in Active
Markets for
Identical
Assets
(Level 1)

$

11,241

Significant
Other
Observable
Inputs
(Level 2)

$

-

Significant
Unobservable
Inputs
(Level 3)

$

-

3,186
2,732
610
271

1,075
332
271

2,111
2,400
610
-

-

417
393
229
452
456
404
574
172
37
125

417
393
229
452
456
404
574
172
37
125

-

-

41
(2,462)

41
-

(2,462)

-
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Following is a description of the valuation methodologies used for assets and liabilities measured at
fair value on a recurring basis and recognized in the accompanying balance sheets, as well as the
general classification of such assets and liabilities pursuant to the valuation hierarchy. There have
been no significant changes in the valuation techniques during the year ended December 31, 2015.
Investments
Where quoted market prices are available in an active market, securities are classified within
Level 1 of the valuation hierarchy. If quoted market prices are not available, then fair values are
estimated by using quoted prices of securities with similar characteristics or independent asset
pricing services and pricing models, the inputs of which are market-based or independently sourced
market parameters, including, but not limited to, yield curves, interest rates, volatilities,
prepayments, defaults, cumulative loss projections and cash flows. Such securities are classified in
Level 2 of the valuation hierarchy. In certain cases where Level 1 or Level 2 inputs are not
available, securities are classified within Level 3 of the hierarchy. At December 31, 2015 and
2014, the company does not hold any assets valued using Level 3 inputs.
Interest Rate Swap Agreements
The fair value is estimated using forward-looking interest rate curves and discounted cash flows
that are observable or that can be corroborated by observable market data and, therefore, are
classified within Level 2 of the valuation hierarchy.
Cash Equivalents
The fair value of money market mutual funds included in cash equivalents are estimated using
quoted prices in active markets for identical assets or liabilities and, therefore, are classified within
Level 1 of the valuation hierarchy.
The Company has no assets or liabilities measured and recognized in the accompanying balance
sheets on a nonrecurring basis.
The following methods were used to estimate the fair value of all other financial instruments
recognized in the accompanying balance sheets at amounts other than fair value.
Restricted Cash Deposits
For these short-term instruments, the carrying amount is a reasonable estimate of fair value.
Customer Deposits
The carrying amount is a reasonable estimate of fair value.
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Long-term Debt and Capital Lease Obligations
Fair value is estimated based on the borrowing rates currently available to the Company for bank
loans with similar terms and maturities.
The following table presents estimated fair values of the Company’s financial instruments at
December 31, 2015 and 2014:
2015

2014

Carrying
Amount

Carrying
Amount

Fair
Value

Fair
Value

Financial assets
Cash and cash equivalents
Restricted cash deposits
Investments

$
$
$

42,003
196,918
9,352

$
$
$

42,003
196,918
9,352

$
$
$

57,534
222,285
10,099

$
$
$

57,534
222,285
10,099

Financial liabilities
Customer deposits
Capital lease obligations
Long-term debt
Swap agreements

$
$
$
$

196,918
6,265
247,961
3,188

$
$
$
$

196,918
6,400
247,531
3,188

$
$
$
$

222,285
272,260
2,462

$
$
$
$

222,285
274,271
2,462

Note 12: Subsequent Events
On March 30, 2016, the Company drew $33,000 from its senior term note. Principal amounts are
payable quarterly and commence on June 30, 2016. Interest is payable monthly based on LIBOR
plus 1.75%. The maturity date is March 30, 2024. The note is unsecured.
Subsequent events have been evaluated through the date of the Independent Auditor’s Report,
which is the date the financial statements were available to be issued.
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Finance Committee and Board of Directors
Southwest Power Pool, Inc.
Little Rock, Arkansas

As part of our audit of the financial statements of Southwest Power Pool, Inc. (the Company) as
of and for the year ended December 31, 2015, we wish to communicate the following to you.

AUDIT SCOPE AND RESULTS
Auditor’s Responsibility Under Auditing Standards Generally Accepted in the United
States of America
An audit performed in accordance with auditing standards generally accepted in the United
States of America is designed to obtain reasonable, rather than absolute, assurance about the
financial statements. In performing auditing procedures, we establish scopes of audit tests in
relation to the financial statements taken as a whole. Our engagement does not include a detailed
audit of every transaction. Our engagement letter more specifically describes our
responsibilities.
These standards require communication of significant matters related to the financial statement
audit that are relevant to the responsibilities of those charged with governance in overseeing the
financial reporting process. Such matters are communicated in the remainder of this letter or
have previously been communicated during other phases of the audit. The standards do not
require the auditor to design procedures for the purpose of identifying other matters to be
communicated with those charged with governance.
An audit of the financial statements does not relieve management or those charged with
governance of their responsibilities. Our engagement letter more specifically describes your
responsibilities.
Qualitative Aspects of Significant Accounting Policies and Practices
Significant Accounting Policies
The Company’s significant accounting policies are described in Note 1 of the audited financial
statements.
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Alternative Accounting Treatments
We had discussions with management regarding alternative accounting treatments within
accounting principles generally accepted in the United States of America for policies and
practices for material items, including recognition, measurement and disclosure considerations
related to the accounting for specific transactions as well as general accounting policies, as
follows:
•

No matters are reportable.

Management Judgments and Accounting Estimates
Accounting estimates are an integral part of financial statement preparation by management,
based on its judgments. The following areas involve significant estimates for which we are
prepared to discuss management’s estimation process and our procedures for testing the
reasonableness of those estimates:
•

Pension and post-retirement health benefits liabilities

•

Recoverability of property and equipment (depreciation)

•

Fair value

•

Interest rate swaps

Financial Statement Disclosures
The following areas involve particularly sensitive financial statement disclosures for which we
are prepared to discuss the issues involved and related judgments made in formulating those
disclosures:
•

Pension and other post-retirement benefit plans

•

Fair value

•

Commitments and contingencies

Audit Adjustments
During the course of any audit, an auditor may propose adjustments to financial statement
amounts. Management evaluates our proposals and records those adjustments that, in its
judgment, are required to prevent the financial statements from being materially misstated.
•

No matters are reportable.
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Significant Issues Discussed with Management
Prior to Retention
•

No matters are reportable.

During the Audit Process
•

No matters are reportable.

Other Material Written Communications
Listed below are other material written communications between management and us related to
the audit:
•

Management representation letter (attached)

OTHER MATTERS
Although not considered material weaknesses, significant deficiencies or deficiencies in internal
control over financial reporting, we observed the following matters and offer these comments
and suggestions with respect to matters that came to our attention during the course of the audit
of the financial statements. Our audit procedures are designed primarily to enable us to form an
opinion on the financial statements and, therefore, may not bring to light all weaknesses in
policies and procedures that may exist. However, these matters are offered as constructive
suggestions for the consideration of management as part of the ongoing process of modifying
and improving financial and administrative practices and procedures. We can discuss these
matters further at your convenience and may provide implementation assistance for changes or
improvements.
FASB Issues New Lease Accounting Standard
On February 25, 2016, FASB issued Accounting Standards Update (ASU) 2016-02, Leases
(Topic 842), the long-awaited new standard on lease accounting.
Under the new ASU, lessees will recognize lease assets and liabilities on their balance sheet for
all leases with terms of more than 12 months. The new lessee accounting model retains two
types of leases, and is consistent with the lessee accounting model under existing GAAP. One
type of lease (finance leases) will be accounted for in substantially the same manner as capital
leases are accounted for today.
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The other type of lease (operating leases) will be accounted for (both in the income statement
and statement of cash flows) in a manner consistent with today’s operating leases. Lessor
accounting under the new standard is fundamentally consistent with existing GAAP.
Lessees and lessors would be required to provide additional qualitative and quantitative
disclosures to help financial statement users assess the amount, timing, and uncertainty of cash
flows arising from leases. These disclosures are intended to supplement the amounts recorded in
the financial statements so that users can understand more about the nature of an organization’s
leasing activities.
For public business entities, the final leases standard will be effective for fiscal years beginning
after December 15, 2018, including interim periods within those fiscal years. For all other
entities, the final leases standard will be effective for fiscal years beginning after
December 15, 2019, and interim periods thereafter. Early application is permitted.
This communication is intended solely for the information and use of management, the finance
committee and the board of directors and is not intended to be, and should not be, used by
anyone other than these specified parties.

April 11, 2016
Attachment
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Southwest Power Pool, Inc.
FINANCE COMMITTEE
Recommendation to the Board of Directors
April 26, 2016
2016 Funding for Pension and Post-retirement Healthcare Plans

Organizational Roster
The following persons are members of the Finance Committee:
Harry Skilton, Director
Laura Kapustka, Lincoln Electric
Sandra Bennett, AEP

Larry Altenbaumer, Director
Mike Wise, Golden Spread
Kelly Harrison, Westar

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, 2016.

Analysis
SPP Defined Benefit Retirement Plan
The report identifies 2016 accounting expense for this plan as well as minimum and maximum contributions for the
plan. The Actuary determined 2016’s minimum contribution level to be $3.49 and maximum suggested level to be
$5.38. SPP’s 2016 budget anticipated contributions to the defined benefit pension plan of $3.76.
The schedule below illustrates the historical funding of the SPP Defined Benefit Retirement Plan:
2012

2013

2014

2015

2016

Maximum Contribution (tax deductible)

$16.88

$26.59

$32.11

$37.20

$50.29

Minimum Contribution
Actuary Suggested Contribution
Actual Contribution

$1.33
3.89
3.89

$2.33
4.01
4.01

$2.50
3.66
3.66

$3.31
3.76
3.76

3.49
5.38

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

$38.01
29.58
31.30

$44.09
34.67
41.16

$50.70
40.00
45.90

68.09
53.75
47.74

Discount Rate 1

6.25%

5.50%

5.50%

5.00%

Plan Assets vs. PBO
Plan Assets vs. ABO
Total Participants
Benefits Paid

-$6.71
1.72
643
$0.18

-$2.93
6.49
672
$0.26

-$4.80
5.90
698
$0.43

-$20.35
-6.01
732
$0.61

SPP Defined Benefit Retirement Plan Fund Status as of December 31, 2015
The fund had total assets of $47.74 versus an Accumulated Benefit Obligation of $53.75, Projected Benefit Obligation
of $68.09 and termination value of approximately $54.00. The Actuary estimates participants active on January 1,

1

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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2016 will accrue $4.20 in benefits during fiscal year 2016. Finally, the value of the early retirement feature of the
Defined Benefit Retirement Plan is estimated to be $5.00.
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, 2016
SPP had 124 active employees covered by this plan and 12 retirees.
The Actuary estimated 2016 net periodic post-retirement benefit cost to be $1.21. This computation is based on a
5.00% discount rate 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 2016 budget allocates $0.00 in funding
for post-retirement benefits. During preparation of the 2016 SPP Operating Budget, SPP forecast the plan to be
appropriately funded and did not require additional cash contributions during 2016. If the plan were a funded plan,
the assets SPP has set aside to cover benefits would result in the 2016 pension cost being $0.25.
2012

2013

2014

2015

Actual Contribution 2

$0.45

$0.54

$0.41

$0.00

Pension Cost

$0.45

$1.47

$1.44

$1.48

Accumulated Benefit Obligation (ABO)
Fair Value of Plan Assets 2
Funded Status vs. ABO

$7.35
7.96
0.61

$8.00
9.66
1.66

$8.90
10.68
1.78

$9.29
9.35
0.06

Plan Participants – Active
Plan Participants – Retired

146
5

133
7

124
12

117
15

2016

$1.21

Recommendation
Approve 2016 funding of the SPP Retirement Plan of $5.38
Approve 2016 funding of the SPP Post-retirement Healthcare Plan of $0.25

Approved:

SPP Finance Committee

April 5, 2016

Unanimous

Action Requested:

Approve Recommendation

2
The Post-retirement Healthcare plan is an unfunded plan and therefore has no plan assets. The plan sponsor has set aside specific assets with the
intent to use those assets to pay benefits under the plan.
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Southwest Power Pool, Inc.
FINANCE COMMITTEE
Recommendation to the Board of Directors
April 26, 2016
Revolving Line of Credit Facility

Organizational Roster
The following persons are members of the Finance Committee:
Harry Skilton, Director
Laura Kapustka, Lincoln Electric
Mike Wise, Golden Spread

Larry Altenbaumer, Director
Kelly Harrison, Westar
Sandra Bennett, AEP

Background
The Southwest Power Pool, Inc. (“SPP”) capital structure currently consists of the following term notes:

Due Date
2016 Sr. Notes
2024 Sr. Notes ( C )
2024 Sr. Notes ( D1 )
2024 Sr. Notes ( D2 )
2024 Sr. Notes
2025 Sr. Notes ( E )
2027 Sr. Notes
2042 Sr. Notes ( A & B )
Totals

Rate
5.45%
3.55%
3.00%
3.25%
4.98%
3.80%
6.36%
4.82%

Balances ($MM)
Funding
Original Current
Year Primary Purpose
$
30 $
3
2009 Capital projects 2008-2011
$
70 $
58
2011 Integrated Marketplace
$
50 $
41
2012 Integrated Marketplace
$
50 $
44
2012 Capital projects 2012-2014
$
33 $
33
2016 Capital projects 2014-2016
$
37 $
37
2014 Capital projects 2014-2016
$
5 $
3
2007 Maumelle Operations Center
$
65 $
62
2010 Corporate campus
$ 340 $ 281

All notes are unsecured except for the 2027 notes which are secured by a first mortgage on SPP’s Maumelle, AR
operations facility.
SPP also has available a $30 million unsecured revolving line of credit maturing June 2016. The line is used to
support a 6 month debt service reserve required by SPP’s term credit agreements and to provide a temporary
liquidity resource for the Company. The revolving line currently has $5 million outstanding as of February 29, 2016.
Pricing of draws is variable based on SPP’s issuer rating by Fitch Ratings. Currently, draws under the revolving
facility are priced at LIBOR + 1.25%. SPP pays a 20bp per year unused commitment fee on this facility.

Analysis
SPP’s revolving line of credit matures in June 2016. SPP negotiated an increase in the commitment under line at its
2013 renewal which upped the commitment by $10 million to the current $30 million level. Usage under the expiring
facility has been minimal during its term, as illustrated in the following chart showing outstanding balance at month
end
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SPP’s operating cash flow, in simple terms, is comprised of a once a month cash inflow with outflows occurring
weekly. Most of the Company’s outflows are spread evenly throughout the years, including compensation and benefit
expenses, travel, meetings, communication circuits, etc. Outflow variability occurs primarily in maintenance,
consulting and insurance expenditures. Inflows arrive in the form of Schedule 1A revenues of $12 - $13 million per
month.

$ Millions
Average inflows/month
Average steady outflows/month
Annual irregular outflows

2016

2017

2018

$12.6

$12.6

$12.8

$7.7

$7.9

$8.0

$37.1

$36.6

$38.0

The financial institution currently providing the facility has indicated a desire to renew the facility for a three year term
at the same pricing as the expiring facility. The interest rate on draws are matrix priced based on SPP’s Fitch rating
at the time of the draw:
AAA to A
A- to BBB
BBBBB+ or worse

LIBOR + 125bps
LIBOR + 150bps
LIBOR + 200bps
LIBOR + 325bps

SPP also pays a 20bps unused commitment fee

Recommendation
Renew revolving credit facility in the amount of $30 million for up to a three year term with pricing as indicated above.
The facility will remain unsecured. Authorize the SPP President and Chief Financial Officer to execute
documentation to effectuate the renewal.
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Approved:

SPP Finance Committee

March 11, 2016

Unanimous

Action Requested:

Approve Recommendation
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Revision Request Recommendation Report
Date: 9/5/2015

RR #: 25_MPRR211
RR Title: Self-Commit Min Run Time Make Whole Payment Exemption
SUBMITTER INFORMATION
Submitter Name: Jim Flucke

Company: Kansas City Power & Light

Email: jim.flucke@kcpl.com

Phone: 816-701-7836

EXECUTIVE SUMMARY AND RECOMMENDATION FOR MOPC AND BOD ACTION
After the MOPC/BOD approved RR25_MPRR211 and before SPP filed with FERC, SPP staff determined updates were required to
the Tariff prior to filing.
The intent of RR25_MPRR211 was to allow Resources with a “Market” or “Reliability” Day-Ahead or Real-Time Market
commitment adjacent to a “Self” commitment to be able to recover applicable offer costs. When defining which costs are eligible
to recover, other applicable offer costs were unintentionally left off of the list. These comments add language to point to the
applicable offer costs that are eligible to recover with a “Market” or “Reliability” commitment.
The MWG and the RTWG unanimously approved the changes as submitted by SPP staff and SPP Regulatory filed
RR25_MPRR211 on 3/1/2016.
MOPC Approved changes and recommends the BOD approve.
OBJECTIVE OF REVISION
Currently, the Tariff and Protocols are unclear how the conflict is handled when a Resource’s self-committed run time is less than
the Resource’s minimum run time. SPP has the option of reducing the minimum run time to match the self-committed time or
extending the self-commitment time to match the minimum run time. The current language is also ambiguous regarding eligibility
in Real-Time for make-whole payments when a self-commitment is adjacent to economic commitments.
This MPRR proposes that when a commitment period that has a Commitment Status of Self is less than the Resource’s minimum
run time, the minimum run time will be changed to match the self-committed period. Also, if a Resource has a commitment period
that has a Commitment Status of Market or Reliability that is adjacent to a commitment period that has a Commitment Status of
Self, then that Resource will be eligible for recovery of No-Load and Energy but not Start-up since the Resource was otherwise
going to start-up due to the self-commitment.
SPP STAFF ASSESSMENT

SPP staff supports the changes to this revision request

IMPACT
Will the revision result in system changes

No

Yes

Summarize changes:
Will the revision result in process changes?

No

Yes

Summarize changes:
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Is an Impact Assessment required?

No

Yes

If no, explain:
Estimated Cost: $4400

Estimated Duration: 2 months

Primary Working Group Score/Priority:

Medium
SPP DOCUMENTS IMPACTED

Protocol Section(s): 4.5.8.12 and
Market Protocols
Protocol Version: 21.a
4.5.9.8
Operating Criteria
Criteria Section(s):
Criteria Date:
Planning Criteria
Criteria Section(s):
Criteria Date:
Tariff
Tariff Section(s): Attachment AE Section, 8.5.9 and 8.6.5 Corresponding tariff changes
Business Practice
Business Practice Number:
WORKING GROUP REVIEWS AND RECOMMENDATIONS
List Primary and any Secondary/Impacted WG Recommendations as appropriate
Primary Working Group:
MWG

Date: 2/10/2015
Action Taken: Approved unanimously
Date of Vote: 3/17/2015
Action Taken: Approved unanimously Impact Analysis
Date of Vote: 2/23/2016
Action Taken: Approved unanimously SPP comments

Secondary Working Group:
RTWG

Date: 3/25/2015
Action Taken: Approved
Abstained: ITC
Date: 2/25/2016
Action Taken: Approved unanimously

Secondary Working Group:
ORWG

Date: 4/2/2015
Action Taken: Approved unanimously

MOPC

Date: 4/15/2015
Action Taken: Approved unanimously
Date: 4/12/2016
Action: Approved

BOD/Member Committee

Date: 4/28/2015
Action Taken: Approved unanimously
Date:
Action:
COMMENTS
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Comment Author: Micha Bailey on behalf of MWG
Date Comments Submitted: 2/10/2015
Description of Comments: MWG took all of the changes proposed and spilt the paragraphs from one to two so that it would read
better. MWG also added “for a period” in front of adjacent to. MWG felt that this clarification was needed to let the reader know
that for a “period of time”, the Resource could be eligible for recovery of Energy and No-Load costs.
Status: The MPRR was approved as modified in these comments. The approved language is reflected in this recommendation
report.
COMMENTS
Comment Author: Micha Bailey (SPP)
Date Comments Submitted: 2/18/2016
Description of Comments: The intent of RR25_MPRR211 was to allow Resources with a “Market” or “Reliability” Day-Ahead or
Real-Time Market commitment adjacent to a “Self” commitment to be able to recover applicable offer costs. When defining which
costs are eligible to recover, other applicable offer costs were unintentionally left off of the list. These comments add language to
point to the applicable offer costs that are eligible to recover with a “Market” or “Reliability” commitment.
Status: The MPRR was approved as modified in these comments. The approved language is reflected in this recommendation
report.
PROPOSED REVISION(S) TO SPP DOCUMENTS
Market Protocols

4.5.8.12
(1)

(2)

Day-Ahead Make-Whole-Payment Amount

The Day-Ahead Make-Whole-Payment Amount is a credit or charge 1 to a Resource Asset Owner
and is calculated for each Resource with an associated DA Market Commitment Period that was
committed by SPP with a Day-Ahead Market Resource Offer Commitment Status of “Market” or
“Reliability” as defined under Section 4.2.2.2.1, or was committed as part of the Multi-Day
Reliability Assessment as defined under Section 4.2.6.3. A payment is made to the Resource
Asset Owner when the sum of the Resource’s DA Market Start-Up Offer costs, No-Load Offer
costs, Transition State Offer costs, Energy Offer Curve and Operating Reserve Offer costs
associated with cleared DA Market amounts for Energy and Operating Reserve is greater than
the Energy and Operating Reserve DA Market revenues received for that Resource over the
Resource’s DA Market Make-Whole-Payment Eligibility Period.

Commented [MPRR101.1]: MPRR101 awaiting FERC filing

A Resource’s DA Market Make-Whole-Payment Eligibility Period is equal to a Resource’s DA
Market Commitment Period except as defined below:

1

Note that this charge type will almost always produce a credit. The charge is included here for the rare occasion when a
charge may be produced as a result of a data error and/or a resettlement.
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(a)

(3)

For Resources with an associated DA Market Commitment Period that begins in one
Operating Day and ends in the next Operating Day, two DA Market Make-WholePayment Eligibility Periods are created. The first period begins in the first Operating
Day in the hour that the DA Market Commitment Period begins and ends in the last hour
of the first Operating Day. The second period begins in the first hour of the next
Operating Day and ends in the last hour of the DA Market Commitment Period.

The following cost recovery eligible rules apply to each DA Market Make-Whole-Payment
Eligibility Period. Offer costs are calculated using the DA Market Offer prices in effect at the
time the commitment decision was made except under the situation described under Section
(b)(i)(1) below.
(a)

There may be more than one DA Market Make-Whole Payment Eligibility Period for a
Resource in a single Operating Day for which a credit or charge is calculated. A single
DA Market Make-Whole Payment Eligibility Period is contained within a single
Operating Day.

(b)

A Resource’s DA Market Start-Up Offer costs are not eligible for recovery in the
following DA Market Make-Whole Payment Eligibility Periods except as described in
(i)(1) and (i)(2) below:
(i)

Any DA Market Make-Whole Payment Eligibility Period for which the DayAhead Market SCUC did not consider the Resource’s Start-Up Offer in the
commitment decision or any Day-Ahead Make-Whole Payment Eligibility Period
that is adjacent to the end of a RUC Make-Whole Payment Eligibility Period that
was created subsequent to the Day-Ahead Market Make-Whole Payment
Eligibility Period during the day before the Operating Day for which the DayAhead Market Make-Whole Payment Eligibility Period applies;
(1)

As described under Section 4.5.9.8(3)(h), to the extent that the full amount
of the RTBM Start-Up Offer is not accounted for in the adjacent RUC
Make-Whole Payment Eligibility Period, any remaining RTBM Start-Up
Offer costs are carried forward for recovery in the adjacent Day-Ahead
Make-Whole Payment Eligibility Period.

(2)

Start-Up Offers associated with manual commitments as described under
Sections 4.2.6.2 and 4.3.1.2(1)(b) are eligible for recovery.

(ii)

Any DA Market Make-Whole Payment Eligibility Period resulting from a DA
Market Commitment Period that contains a DA Market Self-Commit Hour; and

(iii)

Any DA Make-Whole Payment Eligibility Period for which a Resource is a
Synchronized Resource prior to this commitment period at a time one hour prior
to that Resource’s DA Market Commit Time less the Resource’s Sync-To-Min

Commented [MPRR190.2]: MPRR190 Awaiting FERC filing

Commented [MPRR190.3]: MPRR190 Awaiting FERC filing

Commented [MPRR190.4]: MPRR190 Awaiting FERC filing

Commented [MPRR190.5]: MPRR190 Awaiting FERC filing
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Time unless such time is within a contiguous RUC Make-Whole Payment
Eligibility Period that is created subsequent to the DA Market Make-WholePayment Eligibility Period.
(c)

For each DA Market Make-Whole Payment Eligibility Period within an Operating Day, a
Resource’s DA Market Start-Up Offer is divided by the lesser of (1) the Resource’s
Minimum Run Time rounded down to the nearest hour or (2) 24 Hours, and that portion
of the Start-Up Offer is included as a cost in each hour of the DA Market Make-Whole
Payment Eligibility Period until the sum of these hourly costs are equal to the DA Market
Start-Up Offer or until the end of the DA Market Make-Whole Payment Eligibility
Period, whichever occurs first.

(d)

To the extent that the full amount of the DA Market Start-Up Offer is not accounted for
in the last DA Market Make-Whole Payment Eligibility Period in the Operating Day, any
remaining DA Market Start-Up Offer costs are carried forward for recovery in the first
DA Market Make-Whole Payment Eligibility Period of the following Operating Day.
For example, consider a Resource that is committed starting at 10:00 PM in Operating
Day 1 that has a Minimum Run Time of 10 hours and a Start-Up Offer of $10,000. The
DA Market Commitment Period is from 10:00 PM in Operating Day 1 through 8:00 AM
of Operating Day 2. For DA Market Make-Whole Payment calculation purposes, the DA
Market Commitment Period is split into two separate DA Market Make-Whole Payment
Eligibility Periods as described in (2).b above. The first DA Market Make-Whole
Payment Eligibility Period will include $1000/hour of Start-Up Offer costs ($10,000 / 10
Hours) in hours 23 and 24. The second DA Market Make-Whole Payment Eligibility
Period will include $1000/hour of Start-Up Offer costs in hours 1 through 8.

(e)

If the Resource is a combined cycle Resource, additional costs associated with situations
in which the Resource has cleared Operating Reserve in the Day-Ahead Market and must
buy back that position in Real-Time at an average Real-Time MCP that is greater than the
Day-Ahead MCP, the Market Participant may be eligible for a make-whole payment. To
be eligible, these costs must be incurred during a time period in which the Resource is
transitioning between configurations, at the direction of SPP, such cost is not due to any
independent action of the Market Participant and such cost is not incurred during a RUC
Make-Whole Payment Eligibility Period. In such cases, the additional costs are equal to
the difference between the Real-Time MCP and the Day-Ahead MCP multiplied by the
Day-Ahead Market cleared Operating Reserve MW amounts. Recovery of these costs is
limited to the time period defined as the Transition State Time submitted in the Resource
Offer.

(f)

Commented [MPRR190.6]: MPRR190 Awaiting FERC filing

Commented [MPRR101.7]: MPRR101 awaiting FERC filing

If a Resource’s self-commitment period is less than the Resource’s Minimum Run Time,
SPP will relax the Resource’s Minimum Run Time to equal the self-commit period.
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(g)

(4)

If SPP clears a Resource with a Commitment Status of Market or Reliability for a period
adjacent to a self-commitment period in the Day-Ahead Market, then the Resource will
be eligible to recover applicable costs as defined in Section 4.5.8.12 for that period in the
Day-Ahead Market Make-Whole Payment Eligibility Period.

The amount to each Asset Owner (AO) for each eligible Resource Settlement Location for each
hour in a given DA Market Make-Whole Payment Eligibility Period is calculated as follows:

…
4.5.9.8

RUC Make-Whole-Payment Amount

(1) The RUC Make-Whole-Payment Amount is a credit or charge 2 to a Resource Asset Owner and is
calculated for each Resource with a RUC Commitment Period that was committed by SPP with an
RTBM Resource Offer Commitment Status of “Market” or “Reliability” as defined under Section
4.2.2.2.1. Asset Owners of Resources committed by a local transmission operator to address a Local
Emergency Condition are eligible to receive a RUC make whole payment, except that, if the Market
Monitor determines such Resources were selected in a discriminatory manner by the local
transmission operator, as determined pursuant to Section 6.1.2.1 of Attachment AE to the Tariff, and
such Resources were affiliated with the local transmission operator, then such Resources are not
eligible to receive a RUC make whole payment. For such eligible local transmission operator
commitments, a manual process is employed for the calculations and the make-whole-payments will
appear in the Miscellaneous Amount charge type defined in Section 4.5.11. The RUC Make-WholePayment Amount is also calculated for combined cycle Resources with a RUC Commitment Period
during which the Resource is moved into a configuration that incurs additional costs over the
Resource configuration used in the DA Market Commitment Period for the corresponding time
period. A payment is made to the Resource Asset Owner when the sum of the Resource’s eligible
RTBM Start-Up Offer costs, No-Load Offer costs, Energy Offer Curve, Transition State Offer costs
and Operating Reserve Offer costs associated with actual MWh amounts for Energy and cleared
RTBM Operating Reserve is greater than the Energy and Operating Reserve RTBM revenues
received for that Resource over the Resource’s RUC Make-Whole-Payment Eligibility Period.
Recovery of such compensation shall be collected in accordance with Section 8.6.7 of Attachment
AE.

Commented [MPRR101.8]: MPRR101 awaiting FERC filing
Commented [MPRR101.9]: MPRR101 awaiting FERC filing

(2) A Resource’s RUC Make-Whole-Payment Eligibility Period is equal to the Resource’s RUC
Commitment Period except as described below:
(a) As shown in Exhibit 4-25, for Resources with a RUC Commitment Period that begins in one
Operating Day and ends in the next Operating Day, two RUC Make-Whole-Payment Eligibility
2

Note that this charge type will almost always produce a credit. The charge is included here for the rare occasion when a
charge may be produced as a result of a data error and/or a resettlement.
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Periods are created. The first period begins in the first Operating Day in the Dispatch Interval
associated with the Resource’s RUC Commit Time and ends at the last Dispatch Interval of the
first Operating Day. The second period begins in the first Dispatch Interval of the next
Operating Day and ends in the Dispatch Interval associated with the Resource’s RUC DeCommit Time.
Exhibit 4-1: RUC Make-Whole Payment Eligibility Period – Multiple Operating Days
Operating Day 1
Real-Time MakeWhole Payment
Eligibility Period

Operating Day 2
Real-Time MakeWhole Payment
Eligibility Period

Time
RUC
Commitment
Period

(b) If the Resource is a combined cycle Resource committed in the DA Market and then, during an
RTBM hour within the DA Market Commitment Period, the Resource is moved into a
configuration that is different from the configuration used in the DA Market Commitment period
and such configuration incurs a Transition State Offer cost and/or a No-Load Offer cost that is
higher than the No-Load Offer cost associated with the configuration used in the DA Market,
that RTBM hour will be considered the start of a RUC Make-Whole-Payment Eligibility Period.
The end of this RUC Make-Whole-Payment Eligibility Period will be defined by the RTBM hour
when the configuration in that RTBM hour is the same configuration as the configuration used in
the corresponding DA Market Commitment Period hour, the Resource’s De-Commit Time or the
end of the Operating Day, whichever is less.
(3) The following cost recovery eligible rules apply to each RUC Make-Whole-Payment Eligibility
Period. Resource production costs are calculated using the RTBM Offer prices in effect at the time
the commitment decision was made for start-up, no-load, and minimum-energy; and the RTBM
Offer prices in effect at the solving of a dispatch interval for incremental energy, Regulation-Up,
Regulation-Down, Spin, and Supplement Reserves.
(a) If SPP cancels a start-up order prior to the start of the associated RUC Make-Whole-Payment
Eligibility Period and the Resource is not a Synchronized Resource, the Asset Owner will receive
reimbursement for a time-based pro-rata share of the Resource’s RTBM Start-Up Offer. Asset
Owners may request additional compensation through submittal of actual cost documentation to the

Commented [MPRR101.10]: MPRR101 awaiting FERC filing
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SPP. SPP will review the submitted documentation and confirm that the submitted information is
sufficient to document actual costs and that all or a portion of the actual costs are eligible for
recovery.
(b) In order to receive Start-Up Offer recovery within a RUC Make-Whole-Payment Eligibility Period,
the Resource must be a Synchronized Resource for at least one Dispatch Interval in the RUC MakeWhole Payment Eligibility Period.
(c) In order to receive recovery of No-Load Offer costs in any Dispatch Interval in the RUC MakeWhole Payment Eligibility Period, the Resource must be a Synchronized Resource in that Dispatch
Interval.
(d) There may be more than one RUC Make-Whole Payment Eligibility Period for a Resource in a
single Operating Day for which a credit or charge is calculated. A single RUC Make-Whole
Payment Eligibility Period is contained within a single Operating Day.
(e) A Resource’s RTBM Start-Up Offer costs are not eligible for recovery in the following RUC MakeWhole Payment Eligibility Periods:
(i)

(ii)

Any RUC Make-Whole Payment Eligibility Period for which the RUC SCUC did not
consider the Resource’s Start-Up Offer in the commitment decision except that RTBM
Start-Up Offers associated with manual commitments as described under Sections
4.3.2.2(3)(c), 4.3.2.2(3)(d), 4.4.1.2(3)(c) and 4.4.1.2(3)(d) are eligible for recovery;

Commented [MPRR190.11]: MPRR190 Awaiting FERC
filing

Any RUC Make-Whole Payment Eligibility Period for which a Resource is a
Synchronized Resource prior to this commitment period at a time one hour prior to that
Resource’s RUC Commit Time less the Resource’s Sync-To-Min Time; and

(iii) Any RUC Make-Whole Payment Eligibility Period resulting from a RUC Commitment
Period that contains an hour for which the Resource Commitment Status is Self-Commit.
(f) For each RUC Make-Whole Payment Eligibility Period within an Operating Day, a Resource’s
RTBM Start-Up Offer is divided by the lesser of (1) the Resource’s Minimum Run Time multiplied
by 12 rounded down to the nearest whole interval or (2) 24 Hours multiplied by 12, and that portion
of the Start-Up Offer is included as a cost in each interval of the RUC Make-Whole Payment
Eligibility Period until the sum of these interval costs are equal to the RTBM Start-Up Offer or until
the end of the RUC Make-Whole Payment Eligibility Period, whichever occurs first.
(g) To the extent that the full amount of the RTBM Start-Up Offer is not accounted for in the last RUC
Make-Whole Payment Eligibility Period in the Operating Day, any remaining RTBM Start-Up Offer
costs are carried forward for recovery in the first RUC Make-Whole Payment Eligibility Period of
the following Operating Day provided that the Resource has not been committed in the DA Market
in any hour of the first RUC Make-Whole Payment Eligibility Period as described in (h) below. For
example, consider a Resource that is committed starting at 10:00 PM in Operating Day 1 that has a
Minimum Run Time of 10 hours and a Start-Up Offer of $12,000. The RUC Commitment Period is
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from 10:00 PM in Operating Day 1 through 8:00 AM of Operating Day 2. For RUC Make-Whole
Payment calculation purposes, the RUC Commitment Period is split into two separate RUC MakeWhole Payment Eligibility Periods as described in (2).a above. The first RUC Make-Whole
Payment Eligibility Period will include $100/interval of Start-Up Offer costs ($12,000 / 120
intervals) in hour 23 and 24 intervals. The second RUC Make-Whole Payment Eligibility Period
will include $100/interval of Start-Up Offer costs in hours 1 through 8 intervals.
(h) If the Resource has been committed in the DA Market in a period adjacent to and following a RUC
Make-Whole Payment Eligibility Period to the extent that the full amount of the RTBM Start-Up
Offer is not accounted for in the RUC Make-Whole Payment Eligibility Period, any remaining
RTBM Start-Up Offer costs are carried forward for recovery in the Day-Ahead Make-Whole
Payment Eligibility Period.
(i) If the Resource is a combined cycle Resource, additional costs associated with situations in which
the Resource has cleared Operating Reserve in the Day-Ahead Market and must buy back that
position in Real-Time at a Real-Time MCP that is greater than the Day-Ahead MCP, the Market
Participant may be eligible for a make-whole payment. To be eligible, these costs must be incurred
during a time period in which the Resource is transitioning between configurations, at the direction
of SPP, and such cost is not due to any independent action of the Market Participant. In such cases,
the additional costs are equal to the difference between the average Real-Time MCP and the DayAhead MCP multiplied by the Day-Ahead Market cleared Operating Reserve MW amounts.
Recovery of these costs associated with Contingency Reserve is limited to the time period defined as
the Transition State Time submitted in the Resource Offer. Recovery of these costs associated with
Regulation-Up and/or Regulation-Down is limited to all Dispatch Intervals within the transition
hour.

Deleted: s
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(j) If a Resource’s self-commitment period is less than the Resource’s Minimum Run Time, SPP will
relax the Resource’s Minimum Run Time to equal the self-commit period.
(k) If SPP clears a Resource with a Commitment Status of Market or Reliability for a period adjacent to
a self-commitment period in the RTBM, then the Resource will be eligible to recover applicable
costs as defined in Section 4.5.9.8 for that period in the RUC Make-Whole Payment Eligibility
Period.

(4) The amount to each Asset Owner (AO) for each eligible Resource Settlement Location for a given
RUC Make-Whole Payment Eligibility Period is calculated as follows:

…
Tariff (OATT)
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Attachment AE
8.5.9

Day-Ahead Make Whole Payment Amount
(1)

The Day-Ahead make whole payment amount is a payment to an Asset Owner and is
calculated for each Resource with an associated Day-Ahead Market Commitment Period
that was committed by the Transmission Provider with a Day-Ahead Market Resource
Offer commitment status as defined under Sections 4.1(10)(b) and (c) of this Attachment
AE, or was committed as part of the Multi-Day Reliability Assessment as defined under
Section 4.5.3 of this Attachment AE. A payment is made to the Asset Owner when the
sum of the Resource’s costs is greater than the Day-Ahead Market revenues received for
that Resource over the Resource’s Day-Ahead Market make whole payment eligibility
period. The make whole payment is equal to this difference between these costs and
revenues.

(2)

A Resource’s Day-Ahead Market make whole payment eligibility period is equal to a
Resource’s Day-Ahead Market Commitment Period except as defined herein. For
Resources with an associated Day-Ahead Market Commitment Period that begins in one
Operating Day and ends in the next Operating Day, two (2) Day-Ahead Market make
whole payment eligibility periods are created.

The first period begins in the first

Operating Day in the hour that the Day-Ahead Market Commitment Period begins and
ends in the last hour of the first Operating Day. The second period begins in the first
hour of the next Operating Day and ends in the last hour of the Day-Ahead Market
Commitment Period.
(3)

The following cost recovery rules apply to each Day-Ahead Market make whole payment
eligibility period. Offer costs are calculated using the Day-Ahead Market Offer prices in
effect at the time the commitment decision was made except under the situation described
under Section (b)(i) below.
(a)

There may be more than one Day-Ahead Market make whole payment eligibility
period for a Resource in a single Operating Day for which a charge or payment is
calculated. A single Day-Ahead Market make whole payment eligibility period is
contained within a single Operating Day.
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(b)

A Resource’s Day-Ahead Market Start-Up Offer costs are not eligible for
recovery in the following Day-Ahead Market make whole payment eligibility
periods:
(i)

For any Day-Ahead Market make whole payment eligibility period that is
adjacent to the end of a RUC make whole payment eligibility period
except as described under Section 8.6.5(3)(h);

(ii)

For any Day-Ahead Market make whole payment eligibility period
resulting from a Day-Ahead Market Commitment Period that contains a
Day-Ahead Market self-commit hour; or

(iii)

For any Day-Ahead make whole payment eligibility period for which a
Resource is a Synchronized Resource prior to this commitment period at a
time one (1) hour prior to that Resource’s Day-Ahead Market Commit
Time less the Resource’s Sync-To-MinTime.

(c)

For each Day-Ahead Market make whole payment eligibility period within an
Operating Day, a Resource’s Day-Ahead Market Start-Up Offer is divided by the
lesser of (1) the Resource’s Minimum Run Time rounded down to the nearest
hour or (2) twenty-four (24) hours, and that portion of the Start-Up Offer is
included as a cost in each hour of the Day-Ahead Market make whole payment
eligibility period until the sum of these hourly costs are equal to the Day-Ahead
Market Start-Up Offer or until the end of the Day-Ahead Market make whole
payment eligibility period, whichever occurs first.

(d)

To the extent that the full amount of the Day-Ahead Market Start-Up Offer is not
accounted for in the last Day-Ahead Market make whole payment eligibility
period in the Operating Day, any remaining Day-Ahead Market Start-Up Offer
costs are carried forward for recovery in the first Day-Ahead Market make whole
payment eligibility period of the following Operating Day.

(e)

If a Resource’s self-commitment period is less than the Resource’s Minimum Run
Time, the Transmission Provider will relax the Resource’s Minimum Run Time to
equal the self-commit period.

(f)

If a Resource is committed by the Transmission Provider as specified in Section
4.1(10)(b) and (c) of this Attachment AE for a period adjacent to a selfcommitment period in the Day-Ahead Market, then the Resource will be eligible
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to recover applicable costs as defined Section in 8.5.9 of this Attachment AE for
that period in the Day-Ahead Market make whole payment eligibility period.
(4)

Deleted: -

The payment to each Asset Owner for each eligible Settlement Location for a given DayAhead Market make whole payment eligibility period is calculated as follows:
Day-Ahead Make Whole Payment Amount =
Maximum of [Either Zero or Sum of ((Day-Ahead Make Whole Payment Cost
Amount in the Day-Ahead Market Make Whole Payment Eligibility Period) +
(Day-Ahead Make Whole Payment Revenue Amount in the Day-Ahead Market
Make Whole Payment Eligibility Period))] * (-1)
(a)

An Asset Owner’s Day-Ahead Make Whole Payment Cost Amount for each
eligible Resource is equal the sum for all hours in the Day-Ahead Market Make
Whole Payment Eligibility Period of:
(i)

Day-Ahead Market Start-Up Offer,

(ii)

Day-Ahead Market No-Load Offer,

(iii)

Energy cost associated with cleared Resource Energy from Resource
Energy Offers as described under Section 5.1.3 of this Attachment AE, as
calculated by multiplying cleared Resource Energy by the cost of such
Energy as calculated from the Resource’s Day-Ahead Market Energy
Offer Curve,

(iv)

Regulation-Up cost associated with cleared Regulation-Up from
Regulation-Up Offers as described under Section 5.1.3 of this Attachment
AE, as calculated by multiplying Regulation-Up by the cost of such
Regulation-Up as calculated from the Resource’s Day-Ahead Market
Regulation-Up Offer,

(v)

Regulation-Down cost, associated with cleared Regulation-Down from
Regulation-Down Offers as described under Section 5.1.3 of this
Attachment AE, as calculated by multiplying Regulation-Down by the
cost of such Regulation-Down as calculated from the Resource’s DayAhead Market Regulation-Down Offer,

(vi)

Spinning Reserve cost, associated with cleared Spinning Reserve from
Spinning Reserve Offers as described under Section 5.1.3 of this
Attachment AE, as calculated by multiplying Spinning Reserve by the cost
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of such Spinning Reserve as calculated from the Resource’s Day-Ahead
Market Spinning Reserve Offer, and
(vii)

Supplemental Reserve cost, associated with cleared Supplemental Reserve
from Supplemental Reserve Offers as described under Section 5.1.3 of this
Attachment AE, as calculated by multiplying Supplemental Reserve by the
cost of such Supplemental Reserve as calculated from the Resource’s DayAhead Market Supplemental Reserve Offer

(b)

An Asset Owner’s Day-Ahead Make Whole Payment Revenue Amount for each
eligible Resource is equal to the sum for all hours in the Day-Ahead Market Make
Whole Payment Eligibility Period of:
(i)

Energy revenue associated with cleared Resource Energy from Resource
Energy Offers as described under Section 5.1.3 of this Attachment AE,
calculated by multiplying Resource Energy by Day-Ahead LMP at that
Resource Settlement Location, and

(ii)

The sum of the revenues calculated under Section 8.5.2, 8.5.3 and 8.5.4
for that eligible Resource.

8.6.5

Reliability Unit Commitment Make Whole Payment Amount
(1)

Asset Owners of Resources committed by the Transmission Provider with an RTBM
Resource Offer commitment status as defined under Sections 4.1(10)(b) and (c) of this
Attachment AE, are eligible to receive a RUC make whole payment. Asset Owners of
Resources committed by a local transmission operator to address a Local Emergency
Condition are eligible to receive a RUC make whole payment, except that, if the Market
Monitor determines such Resources were selected in a discriminatory manner by the local
transmission operator, as determined pursuant to Section 6.1.2.1 of this Attachment AE,
and such Resources were affiliated with the local transmission operator, then such
Resources are not eligible to receive a RUC make whole payment. A RUC make whole
payment is made to the Asset Owner when the sum of a Resource’s eligible RTBM StartUp Offer costs, No-Load Offer costs, Energy Offer Curve and Operating Reserve Offer
costs associated with actual Energy and cleared RTBM Operating Reserve is greater than
the Energy and Operating Reserve RTBM revenues received over the Resource’s RUC
make whole payment eligibility period.

Recovery of such compensation shall be

collected in accordance with Section 8.6.7 of this Attachment AE.
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(2)

A Resource’s RUC make whole payment eligibility period is equal to that Resource’s
RUC Commitment Period. For Resources with a RUC Commitment Period that begins in
one Operating Day and ends in the next Operating Day, two RUC make whole payment
eligibility periods are created. The first period begins in the first Operating Day in the
Dispatch Interval associated with the Resource’s RUC Commit Time and ends at the last
Dispatch Interval of the first Operating Day. The second period begins in the first
Dispatch Interval of the next Operating Day and ends in the Dispatch Interval associated
with the Resource’s RUC De-Commit Time.

(3)

The following cost recovery rules apply to each RUC make whole payment eligibility
period. Offer costs are calculated using the RTBM Offer prices in effect at the time the
commitment decision was made.
(a)

If the Transmission Provider cancels a Commitment Instruction prior to the start
of the associated RUC make whole payment eligibility period and the Resource is
not a Synchronized Resource, the Asset Owner will receive reimbursement for a
time-based pro-rata share of the Resource’s RTBM Start-Up Offer. Asset Owners
may request additional compensation through submittal of actual cost
documentation to the Transmission Provider. The Transmission Provider will
review the submitted documentation and confirm that the submitted information is
sufficient to document actual costs and that all or a portion of the actual costs are
eligible for recovery.

(b)

In order to receive the full amount of Start-Up Offer recovery within a RUC make
whole payment eligibility period, the Resource must be a Synchronized Resource
in at least one Dispatch Interval in the RUC make whole payment eligibility
period.

(c)

In order to receive recovery of No-Load Offer costs in any Dispatch Interval in
the RUC make whole payment eligibility period, the Resource must be a
Synchronized Resource in that Dispatch Interval.

(d)

There may be more than one RUC make whole payment eligibility period for a
Resource in a single Operating Day.

A single RUC make whole payment

eligibility period is contained within a single Operating Day.
(e)

A Resource’s RTBM Start-Up Offer costs are not eligible for recovery in the
following RUC make whole payment eligibility periods:
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(i)

Any RUC make whole payment eligibility period that is adjacent to the
end of a Day-Ahead Market make whole payment eligibility period;

(ii)

Any RUC make whole payment eligibility period for which a Resource is
a Synchronized Resource prior to this commitment period at a time one (1)
hour prior to that Resource’s RUC Commit Time less the Resource’s
Sync-To-Min Time; and

(iii)

Any RUC make whole payment eligibility period resulting from a RUC
Commitment Period that contains an hour for which the Resource was
self-committed.

(f)

For each RUC make whole payment eligibility period within an Operating Day, a
Resource’s RTBM Start-Up Offer is divided by the lesser of (1) the Resource’s
Minimum Run Time multiplied by twelve (12), rounded down to the nearest
whole interval, or (2) twenty-four (24) hours multiplied by twelve (12), and that
portion of the Start-Up Offer is included as a cost in each interval of the RUC
make whole payment eligibility period until the sum of these interval costs are
equal to the RTBM Start-Up Offer or until the end of the RUC make whole
payment eligibility period, whichever occurs first.

(g)

To the extent that the full amount of the RTBM Start-Up Offer is not accounted
for in the last RUC make whole payment eligibility period in the Operating Day,
any remaining RTBM Start-Up Offer costs are carried forward for recovery in the
first RUC make whole payment eligibility period of the following Operating Day
provided that the Resource has not been committed in the Day-Ahead Market in
any hour of the first RUC make whole payment eligibility period as described in
(h) below.

(h)

If the Resource has been committed in the Day-Ahead Market in a period adjacent
to and following a RUC make whole payment eligibility period to the extent that
the full amount of the RTBM Start-Up Offer is not accounted for in the RUC
make whole payment eligibility period, any remaining RTBM Start-Up Offer
costs are carried forward for recovery in the Day-Ahead make whole payment
eligibility period.

(i)

If a Resource has operated outside of its Operating Tolerance in any Dispatch
Interval, any cost associated with energy output above the Resource’s economic
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operating point is not eligible for recovery for that Dispatch Interval where such
cost is calculated as described under Subsection 4(c) below.
(j)

If a Resource becomes non-dispatchable in any Dispatch Interval, any cost
associated with energy output above the Resource’s economic operating point is
not eligible for recovery for that Dispatch Interval where such cost is calculated as
described under Subsection 4(c) below.

(k)

If a Resource’s minimum operating limit is increased above the Resource’s
minimum operating limit that was used to make the commitment decision, the
increase is greater than the Resource’s Operating Tolerance and the Resource
remains dispatchable in any Dispatch Interval, any cost associated with energy
output above the Resource’s economic operating point is not eligible for recovery
for that Dispatch Interval where such cost is calculated as described under
Subsection 4(c) below.

(l)

If a Resource’s self-commitment period is less than the Resource’s Minimum Run
Time, the Transmission Provider will relax the Resource’s Minimum Run Time to
equal the self-commit period.

(m)

If a Resource is committed by the Transmission Provider as specified in Section
4.1(10)(b) and (c) of this Attachment AE for a period adjacent to a selfcommitment period in the RTBM, then the Resource will be eligible to recover
applicable costs as defined in Section 8.6.5 of this Attachment AE for that period
in the RUC make whole payment eligibility period.

(4)

Deleted: -

The payment to each Asset Owner for each eligible Settlement Location for a given RUC
make whole payment eligibility period is calculated as follows:
RUC Make Whole Payment Amount =
Maximum of [Either Zero or (RUC Make Whole Payment Cost Amount in the RUC
Make Whole Payment Eligibility Period + RUC Make Whole Payment Revenue Amount
in the RUC Make Whole Payment Eligibility Period – Uninstructed Resource Deviation
Cost Disallowance – Non-Dispatchable Cost Disallowance – Minimum Limit Cost
Disallowance)]
(a)

An Asset Owner’s RUC Make Whole Payment Cost Amount for each eligible
Resource is equal the sum for all Dispatch Intervals in the RUC Make Whole
Payment Eligibility Period of (i) Start-Up Offer used to make commitment
decision, (ii) No-Load Offer used to make commitment decision, (iii) Energy cost
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at minimum output as calculated from the Energy Offer Curve used to make
commitment decision, (iv) Energy cost above minimum output as calculated from
the Energy Offer Curve that applied to the current Dispatch Interval, and (v)
Operating Reserve cost associated with cleared Real-Time Operating Reserve as
calculated from the Operating Reserve Offers except that Operating Reserve costs
associated with self-scheduled Operating Reserve where such self-schedules are
less than or equal to the amount of Operating Reserve cleared shall be set equal to
zero.
(b)

An Asset Owner’s RUC Make Whole Payment Revenue Amount for each eligible
Resource is equal the sum for all hours in the RUC Make Whole Payment
Eligibility Period of (i) revenue associated with Energy calculated by multiplying
actual Energy by Real-Time LMP (ii) the sum of the revenues calculated under
Section 8.6.2, 8.6.3 and 8.6.4 of this Attachment AE for that eligible Resource
(iii) Energy revenue associated with payments made under Section 8.6.6 of this
Attachment AE and (iv) amounts associated with settlement made under Section
8.6.15 of this Attachment AE.

(c)

An Asset Owner’s Uninstructed Resource Deviation Cost Disallowance, NonDispatchable Cost Disallowance, or Minimum Limit Cost Disallowance is equal
to the positive difference between the Resource’s Energy cost at actual output as
calculated from the Resource’s current Dispatch Interval Energy Offer Curve and
the Resource’s Energy cost at the Resource’s economic operating point as
calculated from the Resource’s current Dispatch Interval Energy Offer Curve.

(d)

A Resource’s economic operating point is the MW output where the cost on the
Resource’s current Dispatch Interval Energy Offer Curve first exceeds the RealTime LMP for that Resource.

Page 17 of 17

276 of 637

Revision Request Recommendation Report
RR #: 128

Date: 11/4/2015

RR Title: Clarification to the Start-Up Eligibility Rules
SUBMITTER INFORMATION
Name: Micha Bailey

Company: Southwest Power Pool

Email: mcbailey@spp.org

Phone: 501.688.2522

EXECUTIVE SUMMARY AND RECOMMENDATION FOR MOPC AND BOD ACTION
After the MOPC/BOD approved RR128 and before SPP filed with FERC, staff determined updates were required to the Tariff prior
to filing.
The intent of RR128 is to clarify the rules for DA and RUC Start-Up Eligibility. Following MOPC/BOD approval in January, SPP
staff found that the Tariff language required additional changes in order to accurately describe the DA Start-Up Eligibility recovery
rules. The details of these additional changes are provided below in the comments section and are captured in the language. These
changes were unanimously approved by the MWG and the RTWG, and SPP filed RR128 with FERC on 3/1/2016. The changes are
highlighted in yellow.
The MOPC and BOD should be aware of, and approve, the changes identified in SPP comments dated 2/16/2016. The MWG
recommends the MOPC approve the changes presented herein.
MOPC approves and recommends BOD approval.
OBJECTIVE OF REVISION
Objectives of Revision Request:
Describe the problem/issue this revision request will resolve.
The rules for the Start-Up eligibility for the Day-Ahead and RUC MWP has circular references and could be confusing when read.
Describe the benefits that will be realized from this revision.
This Revision Request will clarify the language for the rules for the Start-Up eligibility for the Day-Ahead and RUC MWP. The
circular reference will be removed and the format of the language will change to allow a better read.
SPP STAFF ASSESSMENT

SPP staff supports this revision.

IMPACT
Will the Revision result in system and or process changes?

No

Yes

If yes, provide a summary of changes: Impact analysis is covered in RR118 and RR16_MPRR190

Is an Impact Assessment required?

No

Yes

If no, explain: Impact analysis is covered in RR118 and RR16_MPRR190
SPP DOCUMENTS IMPACTED
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Market Protocols
Criteria
Tariff
Business Practice

Protocol Section(s): 4.5.8.12;
Protocol Version: 34a
4.5.9.8
Criteria Section(s):
Criteria Date:
Tariff Section(s): AE sections 8.5.9, 8.6.5
Business Practice Number:
WORKING GROUP REVIEWS AND RECOMMENDATIONS
List Primary and any Secondary/Impacted WG Recommendations as appropriate

Primary Working Group:
MWG

Date: 11/17/2015
Action Taken: Unanimously Approved
Date: 2/23/2016
Action Taken: Unanimously Approved

Secondary Working Group:
RTWG

Date: 12/17/2015
Action Taken: Approved with Modifications
Abstained: Xcel
Date: 2/25/2016
Action Taken: Unanimously Approved

MOPC

Date: 1/12/2016
Action Taken: Unanimously Approved
Date: 4/12/2016
Action: Approved

BOD/Member Committee

Date: 1/26/2016
Action Taken: Unanimously Approved
Date:
Action:

COMMENTS
Comment Author: Micha Bailey
Date Comments Submitted: 2/16/2016
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Description of Comments: The intent of RR128 is to clarify the rules for DA and RUC Start-Up Eligibility. The Protocol language
for DA Start-Up Eligibility accurately reflects the DA Start-Up Eligibility recovery rules, however, the Tariff language in Section
8.5.9 will need to be updated to accurately describe the DA Start-Up Eligibility recovery rules. Under the current Tariff language, a
MP could recover DA Start-Up costs and RUC remainder costs. This could potentially lead to double payment for Start-Up costs.
Accordingly, the Tariff language needs to be revised to clarify that MPs are only paid once for Start-Up costs. The solution is to
move the RUC remainder language in Section 8.5.9(3)(b) to its own paragraph and to create language for the intent of recovery.
A clarification was made in Section 8.5.9(3)(b) of the Tariff to move the exception for the manual commitments to apply to the
SCUC did not consider the DA Start-Up Offer rule in Section 8.5.9(3)(b)(i). This clarification to the intent will allow Resources to
be eligible for recovery for Start-Up costs if those Resources are committed manually and keep the other rules that apply.
In the RUC Start-Up Eligibility rules for recovery in both the Tariff and Protocols, there is a section that explains what happens
when RUC precedes an eligible DA commitment period. When this scenario happens, the eligible DA Start-Up costs are moved to
RUC commitment period and replace the RUC Start-Up costs. However, as the language is written today, the MP would lose out on
the recovery of the eligible DA Start-Up because of the one hour sync to min eligibility rule. The Resource would 100% of the time
be outside of the DA one hour sync to min eligibility rule and lose the DA Start-Up recovery. This is not the intent and changes
have been made to the RUC sections to allow applicable DA Start-Up to move over when the DA Start-Up Amount is defined by
the rule on SCUC did not consider the Start-Up (manual commitments are included) and the no “Self” in any hour rule.
Status: Approved by MWG
PROPOSED REVISION(S) TO SPP DOCUMENTS
Market Protocols

4.5.8.12
(1)

(2)

Day-Ahead Make-Whole-Payment Amount

The Day-Ahead Make-Whole-Payment Amount is a credit or charge 1 to a Resource Asset Owner
and is calculated for each Resource with an associated DA Market Commitment Period that was
committed by SPP with a Day-Ahead Market Resource Offer Commitment Status of “Market” or
“Reliability” as defined under Section Error! Reference source not found., or was committed
as part of the Multi-Day Reliability Assessment as defined under Section Error! Reference
source not found.. A payment is made to the Resource Asset Owner when the sum of the
Resource’s DA Market Start-Up Offer costs, No-Load Offer costs, Transition State Offer costs,
Energy Offer Curve and Operating Reserve Offer costs associated with cleared DA Market
amounts for Energy and Operating Reserve is greater than the Energy and Operating Reserve DA
Market revenues received for that Resource over the Resource’s DA Market Make-WholePayment Eligibility Period.

Commented [MPRR101.1]: MPRR101 awaiting FERC filing

A Resource’s DA Market Make-Whole-Payment Eligibility Period is equal to a Resource’s DA
Market Commitment Period except as defined below:
(a)

For Resources with an associated DA Market Commitment Period that begins in one
Operating Day and ends in the next Operating Day, two DA Market Make-WholePayment Eligibility Periods are created. The first period begins in the first Operating

1

Note that this charge type will almost always produce a credit. The charge is included here for the rare occasion when a
charge may be produced as a result of a data error and/or a resettlement.
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Day in the hour that the DA Market Commitment Period begins and ends in the last hour
of the first Operating Day. The second period begins in the first hour of the next
Operating Day and ends in the last hour of the DA Market Commitment Period.
(3)

The following cost recovery eligible rules apply to each DA Market Make-Whole-Payment
Eligibility Period. Offer costs are calculated using the DA Market Offer prices in effect at the
time the commitment decision was made except under the situation described under Section
(b)(i)(1) below.
(a)

There may be more than one DA Market Make-Whole Payment Eligibility Period for a
Resource in a single Operating Day for which a credit or charge is calculated. A single
DA Market Make-Whole Payment Eligibility Period is contained within a single
Operating Day.

(b)

A Resource’s DA Market Start-Up Offer costs are not eligible for recovery in the
following DA Market Make-Whole Payment Eligibility Periods:
(i)

Any DA Market Make-Whole Payment Eligibility Period for which the DayAhead Market SCUC did not consider the Resource’s Start-Up Offer in the
commitment decision unless the Start-Up Offers are associated with manual
commitments as described under Sections 4.2.6.2 and 4.3.1.2(1)(b); or

(ii)

Any Day-Ahead Make-Whole Payment Eligibility Period that is adjacent to the
end of a RUC Make-Whole Payment Eligibility Period; or;

Deleted: except as described in (i)(1) and (i)(2) below
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(c)

(d)

(iii)

Any DA Market Make-Whole Payment Eligibility Period resulting from a DA
Market Commitment Period that contains a DA Market Self-Commit Hour; or

(iv)

Any DA Make-Whole Payment Eligibility Period for which a Resource is a
Synchronized Resource prior to this commitment period at a time one hour prior
to that Resource’s DA Market Commit Time less the Resource’s Sync-To-Min
Time.

As described under Section 4.5.9.8 (3)(h), to the extent that the full amount of the eligible
RTBM Start-Up cost is not accounted for in the adjacent RUC Make-Whole Payment
Eligibility Period, any remaining RTBM Start-Up cost is carried forward for recovery in
the adjacent Day-Ahead Make-Whole Payment Eligibility Period.
For each DA Market Make-Whole Payment Eligibility Period within an Operating Day, a
Resource’s DA Market Start-Up Offer is divided by the lesser of (1) the Resource’s
Minimum Run Time rounded down to the nearest hour or (2) 24 Hours, and that portion
of the Start-Up Offer is included as a cost in each hour of the DA Market Make-Whole
Payment Eligibility Period until the sum of these hourly costs are equal to the DA Market

Deleted: that was created subsequent to the Day-Ahead
Market Make-Whole Payment Eligibility Period during the
day before the Operating Day for which the Day-Ahead
Market Make-Whole Payment Eligibility Period applies
Commented [MCB5]: RR16_MPRR190
Deleted: <#>As described under Section 4.5.9.8(3)(h),
to the extent that the full amount of the RTBM Start-Up
Offer is not accounted for in the adjacent RUC MakeWhole Payment Eligibility Period, any remaining RTBM
Start-Up Offer costs are carried forward for recovery in
the adjacent Day-Ahead Make-Whole Payment
Eligibility Period.¶
Start-Up Offers associated with manual commitments as
described under Sections 4.2.6.2 and 4.3.1.2(1)(b) are
eligible for recovery.
Deleted: and
Commented [MCB6]: RR16_MPRR190
Deleted: unless such time is within a contiguous RUC
Make-Whole Payment Eligibility Period that is created
subsequent to the DA Market Make-Whole-Payment
Eligibility Period
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Start-Up Offer or until the end of the DA Market Make-Whole Payment Eligibility
Period, whichever occurs first.
(e)

To the extent that the full amount of the DA Market Start-Up Offer is not accounted for
in the last DA Market Make-Whole Payment Eligibility Period in the Operating Day, any
remaining DA Market Start-Up Offer costs are carried forward for recovery in the first
DA Market Make-Whole Payment Eligibility Period of the following Operating Day.
For example, consider a Resource that is committed starting at 10:00 PM in Operating
Day 1 that has a Minimum Run Time of 10 hours and a Start-Up Offer of $10,000. The
DA Market Commitment Period is from 10:00 PM in Operating Day 1 through 8:00 AM
of Operating Day 2. For DA Market Make-Whole Payment calculation purposes, the DA
Market Commitment Period is split into two separate DA Market Make-Whole Payment
Eligibility Periods as described in (2).b above. The first DA Market Make-Whole
Payment Eligibility Period will include $1000/hour of Start-Up Offer costs ($10,000 / 10
Hours) in hours 23 and 24. The second DA Market Make-Whole Payment Eligibility
Period will include $1000/hour of Start-Up Offer costs in hours 1 through 8.

(f)

If the Resource is a combined cycle Resource, additional costs associated with situations
in which the Resource has cleared Operating Reserve in the Day-Ahead Market and must
buy back that position in Real-Time at an average Real-Time MCP that is greater than the
Day-Ahead MCP, the Market Participant may be eligible for a make-whole payment. To
be eligible, these costs must be incurred during a time period in which the Resource is
transitioning between configurations, at the direction of SPP, such cost is not due to any
independent action of the Market Participant and such cost is not incurred during a RUC
Make-Whole Payment Eligibility Period. In such cases, the additional costs are equal to
the difference between the Real-Time MCP and the Day-Ahead MCP multiplied by the
Day-Ahead Market cleared Operating Reserve MW amounts. Recovery of these costs is
limited to the time period defined as the Transition State Time submitted in the Resource
Offer.
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4.5.9.8

RUC Make-Whole-Payment Amount

(1) The RUC Make-Whole-Payment Amount is a credit or charge 2 to a Resource Asset Owner and is
calculated for each Resource with a RUC Commitment Period that was committed by SPP with an
RTBM Resource Offer Commitment Status of “Market” or “Reliability” as defined under Section
Error! Reference source not found.. Asset Owners of Resources committed by a local
transmission operator to address a Local Emergency Condition are eligible to receive a RUC make
whole payment, except that, if the Market Monitor determines such Resources were selected in a
discriminatory manner by the local transmission operator, as determined pursuant to Section 6.1.2.1
of Attachment AE to the Tariff, and such Resources were affiliated with the local transmission
operator, then such Resources are not eligible to receive a RUC make whole payment. For such
eligible local transmission operator commitments, a manual process is employed for the calculations
and the make-whole-payments will appear in the Miscellaneous Amount charge type defined in
Section Error! Reference source not found.. The RUC Make-Whole-Payment Amount is also
calculated for combined cycle Resources with a RUC Commitment Period during which the
Resource is moved into a configuration that incurs additional costs over the Resource configuration
used in the DA Market Commitment Period for the corresponding time period. A payment is made
to the Resource Asset Owner when the sum of the Resource’s eligible RTBM Start-Up Offer costs,
No-Load Offer costs, Energy Offer Curve, Transition State Offer costs and Operating Reserve Offer
costs associated with actual MWh amounts for Energy and cleared RTBM Operating Reserve is
greater than the Energy and Operating Reserve RTBM revenues received for that Resource over the
Resource’s RUC Make-Whole-Payment Eligibility Period. Recovery of such compensation shall be
collected in accordance with Section 8.6.7 of Attachment AE.
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(2) A Resource’s RUC Make-Whole-Payment Eligibility Period is equal to the Resource’s RUC
Commitment Period except as described below:
(a) As shown in Exhibit 4-25, for Resources with a RUC Commitment Period that begins in one
Operating Day and ends in the next Operating Day, two RUC Make-Whole-Payment Eligibility
Periods are created. The first period begins in the first Operating Day in the Dispatch Interval
associated with the Resource’s RUC Commit Time and ends at the last Dispatch Interval of the
first Operating Day. The second period begins in the first Dispatch Interval of the next
Operating Day and ends in the Dispatch Interval associated with the Resource’s RUC DeCommit Time.
Exhibit Error! No text of specified style in document.-1: RUC Make-Whole Payment Eligibility
Period – Multiple Operating Days
Operating Day 1

Operating Day 2

2

Note that this charge type will almost always produce a credit. The charge is included here for the rare occasion when a
charge may be produced as a result of a data error and/or a resettlement.
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Real-Time MakeWhole Payment
Eligibility Period

Real-Time MakeWhole Payment
Eligibility Period

Time
RUC
Commitment
Period

(b) If the Resource is a combined cycle Resource committed in the DA Market and then, during an
RTBM hour within the DA Market Commitment Period, the Resource is moved into a
configuration that is different from the configuration used in the DA Market Commitment period
and such configuration incurs a Transition State Offer cost and/or a No-Load Offer cost that is
higher than the No-Load Offer cost associated with the configuration used in the DA Market,
that RTBM hour will be considered the start of a RUC Make-Whole-Payment Eligibility Period.
The end of this RUC Make-Whole-Payment Eligibility Period will be defined by the RTBM hour
when the configuration in that RTBM hour is the same configuration as the configuration used in
the corresponding DA Market Commitment Period hour, the Resource’s De-Commit Time or the
end of the Operating Day, whichever is less.
(3) The following cost recovery eligible rules apply to each RUC Make-Whole-Payment Eligibility
Period. Resource production costs are calculated using the RTBM Offer prices in effect at the time
the commitment decision was made for start-up, no-load, and minimum-energy; and the RTBM
Offer prices in effect at the solving of a dispatch interval for incremental energy, Regulation-Up,
Regulation-Down, Spin, and Supplement Reserves.
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(a) If SPP cancels a start-up order prior to the start of the associated RUC Make-Whole-Payment
Eligibility Period and the Resource is not a Synchronized Resource, the Asset Owner will
receive reimbursement for a time-based pro-rata share of the Resource’s RTBM Start-Up Offer.
Asset Owners may request additional compensation through submittal of actual cost
documentation to the SPP. SPP will review the submitted documentation and confirm that the
submitted information is sufficient to document actual costs and that all or a portion of the actual
costs are eligible for recovery.
(b) In order to receive Start-Up Offer recovery within a RUC Make-Whole-Payment Eligibility
Period, the Resource must be a Synchronized Resource for at least one Dispatch Interval in the
RUC Make-Whole Payment Eligibility Period.
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(c) In order to receive recovery of No-Load Offer costs in any Dispatch Interval in the RUC MakeWhole Payment Eligibility Period, the Resource must be a Synchronized Resource in that
Dispatch Interval.
(d) There may be more than one RUC Make-Whole Payment Eligibility Period for a Resource in a
single Operating Day for which a credit or charge is calculated. A single RUC Make-Whole
Payment Eligibility Period is contained within a single Operating Day.
(e) When a RUC Make-Whole Payment Eligibility Period is created after a Day-Ahead MakeWhole Payment Eligibility Period which is adjacent and preceding the Day-Ahead Make-Whole
Payment Eligibility Period in which the Day-Ahead Start-Up Offer Amount defined under
Section 4.5.8.12(3)(b)(i) was considered, applying the rule in Section 4.5.8.12(3)(b)(iii), the
Day-Ahead Start-Up Offer Amount defined in Section 4.5.8.12(3)(b)(i) is used in place of the
RUC Start-Up Offer costs.
(f) A Resource’s RUC Make-Whole Payment Eligibility Period Start-Up costs are not eligible for
recovery in the following RUC Make-Whole Payment Eligibility Periods:
(i)

Any RUC Make-Whole Payment Eligibility Period for which the RUC SCUC did not
consider the Resource’s Start-Up Offer in the commitment decision except for RTBM
Start-Up Offers associated with manual commitments as described under Sections
4.3.2.2(3)(c), 4.3.2.2(3)(d), 4.4.1.2(3)(c) and 4.4.1.2(3)(d); or
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Deleted: Offer
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(ii)

Any RUC Make-Whole Payment Eligibility Period for which a Resource is a
Synchronized Resource prior to this commitment period at a time one hour prior to that
Resource’s RUC Commit Time less the Resource’s Sync-To-Min Time; or

(iii) Any RUC Make-Whole Payment Eligibility Period resulting from a RUC Commitment
Period that contains an hour for which the Resource Commitment Status is Self-Commit.

Deleted: when the subsequent RUC Make-Whole Payment
Eligibility Period is contiguous and preceding a Day-Ahead
Make-Whole Payment Eligibility Period where the Day-Ahead
Start-Up Offer was consider in which case the Day-Ahead
Start-Up Offer is used ;
Deleted: and

(g) For each RUC Make-Whole Payment Eligibility Period within an Operating Day, a Resource’s
RTBM Start-Up Offer is divided by the lesser of (1) the Resource’s Minimum Run Time
multiplied by 12 rounded down to the nearest whole interval or (2) 24 Hours multiplied by 12,
and that portion of the Start-Up Offer is included as a cost in each interval of the RUC MakeWhole Payment Eligibility Period until the sum of these interval costs are equal to the RTBM
Start-Up Offer or until the end of the RUC Make-Whole Payment Eligibility Period, whichever
occurs first.
(h) To the extent that the full amount of the RTBM Start-Up Offer is not accounted for in the last
RUC Make-Whole Payment Eligibility Period in the Operating Day, any remaining RTBM StartUp Offer costs are carried forward for recovery in the first RUC Make-Whole Payment
Eligibility Period of the following Operating Day provided that the Resource has not been
committed in the DA Market in any hour of the first RUC Make-Whole Payment Eligibility
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Period as described in (h) below. For example, consider a Resource that is committed starting at
10:00 PM in Operating Day 1 that has a Minimum Run Time of 10 hours and a Start-Up Offer of
$12,000. The RUC Commitment Period is from 10:00 PM in Operating Day 1 through 8:00 AM
of Operating Day 2. For RUC Make-Whole Payment calculation purposes, the RUC
Commitment Period is split into two separate RUC Make-Whole Payment Eligibility Periods as
described in (2).a above. The first RUC Make-Whole Payment Eligibility Period will include
$100/interval of Start-Up Offer costs ($12,000 / 120 intervals) in hour 23 and 24 intervals. The
second RUC Make-Whole Payment Eligibility Period will include $100/interval of Start-Up
Offer costs in hours 1 through 8 intervals.
(i) If the Resource has been committed in the DA Market in a period adjacent to and following a
RUC Make-Whole Payment Eligibility Period to the extent that the full amount of the RTBM
Start-Up Offer is not accounted for in the RUC Make-Whole Payment Eligibility Period, any
remaining RTBM Start-Up Offer costs are carried forward for recovery in the Day-Ahead MakeWhole Payment Eligibility Period.
(j) If the Resource is a combined cycle Resource, additional costs associated with situations in
which the Resource has cleared Operating Reserve in the Day-Ahead Market and must buy back
that position in Real-Time at a Real-Time MCP that is greater than the Day-Ahead MCP, the
Market Participant may be eligible for a make-whole payment. To be eligible, these costs must
be incurred during a time period in which the Resource is transitioning between configurations,
at the direction of SPP, and such cost is not due to any independent action of the Market
Participant. In such cases, the additional costs are equal to the difference between the average
Real-Time MCP and the Day-Ahead MCP multiplied by the Day-Ahead Market cleared
Operating Reserve MW amounts. Recovery of these costs associated with Contingency Reserve
is limited to the time period defined as the Transition State Time submitted in the Resource
Offer. Recovery of these costs associated with Regulation-Up and/or Regulation-Down is
limited to all Dispatch Intervals within the transition hour.
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FERC.
8.5.9

Day-Ahead Make Whole Payment Amount
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(1)

The Day-Ahead make whole payment amount is a payment to an Asset Owner and is
calculated for each Resource with an associated Day-Ahead Market Commitment Period
that was committed by the Transmission Provider with a Day-Ahead Market Resource
Offer commitment status as defined under Sections 4.1(10)(b) and (c) of this Attachment
AE, or was committed as part of the Multi-Day Reliability Assessment as defined under
Section 4.5.3 of this Attachment AE. A payment is made to the Asset Owner when the
sum of the Resource’s costs is greater than the Day-Ahead Market revenues received for
that Resource over the Resource’s Day-Ahead Market make whole payment eligibility
period. The make whole payment is equal to this difference between these costs and
revenues.

(2)

A Resource’s Day-Ahead Market make whole payment eligibility period is equal to a
Resource’s Day-Ahead Market Commitment Period except as defined herein. For
Resources with an associated Day-Ahead Market Commitment Period that begins in one
Operating Day and ends in the next Operating Day, two (2) Day-Ahead Market make
whole payment eligibility periods are created.

The first period begins in the first

Operating Day in the hour that the Day-Ahead Market Commitment Period begins and
ends in the last hour of the first Operating Day. The second period begins in the first
hour of the next Operating Day and ends in the last hour of the Day-Ahead Market
Commitment Period.
(3)

The following cost recovery rules apply to each Day-Ahead Market make whole payment
eligibility period. Offer costs are calculated using the Day-Ahead Market Offer prices in
effect at the time the commitment decision was made except under the situation described
under Section (b)(i) below.
(a)

There may be more than one Day-Ahead Market make whole payment eligibility
period for a Resource in a single Operating Day for which a charge or payment is
calculated. A single Day-Ahead Market make whole payment eligibility period is
contained within a single Operating Day.

(b)

A Resource’s Day-Ahead Market Start-Up Offer costs are not eligible for
recovery in the following Day-Ahead Market make whole payment eligibility
periods:
(i)

For any Day-Ahead Market make whole payment eligibility period for
which the Day-Ahead Market SCUC algorithm did not consider the

Deleted: except Day-Ahead Start-Up Offer costs
described under Section 8.6.5(3)(hi) of this Attachment
AE and Day-Ahead Start-Up Offer costs associated with
commitments made under Sections 4.5 and 5.1.2(1)(b) of
this Attachment AE
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Ahead Start-Up Offer costs associated with commitments made under
Sections 4.5 and 5.1.2(1)(b) of this Attachment AE; or
(ii) For any Day-Ahead Market make whole payment eligibility period that
is adjacent to the end of a RUC make whole payment eligibility period;
where RUC make-whole payment eligibility period is as defined under
Section 8.6.5(2) of this Attachment AE; or
(iii)

For any Day-Ahead Market make whole payment eligibility period

Deleted: that was created subsequent to the DayAhead Market make whole payment eligibility period
during the day prior to the Operating Day to which
the Day-Ahead Market make whole payment
eligibility period applies
Deleted: except as described under Section
8.6.5(3)(h)

resulting from a Day-Ahead Market Commitment Period that contains a
Day-Ahead Market self-commit hour; or
(iv)

For any Day-Ahead make whole payment eligibility period for which a
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Resource is a Synchronized Resource prior to this commitment period at a
time one (1) hour prior to that Resource’s Day-Ahead Market Commit
Time less the Resource’s Sync-To-Min Time.
(c)

As described under Section 8.6.5(3)(i) of this Attachment AE, to the extent that
the full amount of the eligible RTBM Start-Up cost is not accounted for in the

Deleted: unless such time is within a contiguous
RUC make-whole payment eligibility period that was
created subsequent to the Day-Ahead make whole
payment eligibility period; where RUC make-whole
payment eligibility period is as defined under Section
8.6.5(2) of this Attachment AE

adjacent RUC make whole payment eligibility period, any remaining RTBM
Start-Up cost is carried forward for recovery in the adjacent Day-Ahead make
whole payment eligibility period.
(d)

For each Day-Ahead Market make whole payment eligibility period within an
Operating Day, a Resource’s Day-Ahead Market Start-Up Offer is divided by the
lesser of (1) the Resource’s Minimum Run Time rounded down to the nearest
hour or (2) twenty-four (24) hours, and that portion of the Start-Up Offer is
included as a cost in each hour of the Day-Ahead Market make whole payment
eligibility period until the sum of these hourly costs are equal to the Day-Ahead
Market Start-Up Offer or until the end of the Day-Ahead Market make whole
payment eligibility period, whichever occurs first.

(e)

To the extent that the full amount of the Day-Ahead Market Start-Up Offer is not

Deleted: d

accounted for in the last Day-Ahead Market make whole payment eligibility
period in the Operating Day, any remaining Day-Ahead Market Start-Up Offer
costs are carried forward for recovery in the first Day-Ahead Market make whole
payment eligibility period of the following Operating Day.

…
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8.6.5

Reliability Unit Commitment Make Whole Payment Amount
(1)

Asset Owners of Resources committed by the Transmission Provider with an RTBM
Resource Offer commitment status as defined under Sections 4.1(10)(b) and (c) of this
Attachment AE, are eligible to receive a RUC make whole payment. Asset Owners of
Resources committed by a local transmission operator to address a Local Emergency
Condition are eligible to receive a RUC make whole payment, except that, if the Market
Monitor determines such Resources were selected in a discriminatory manner by the local
transmission operator, as determined pursuant to Section 6.1.2.1 of this Attachment AE,
and such Resources were affiliated with the local transmission operator, then such
Resources are not eligible to receive a RUC make whole payment. A RUC make whole
payment is made to the Asset Owner when the sum of a Resource’s eligible RTBM StartUp Offer costs, No-Load Offer costs, Energy Offer Curve and Operating Reserve Offer
costs associated with actual Energy and cleared RTBM Operating Reserve is greater than
the Energy and Operating Reserve RTBM revenues received over the Resource’s RUC
make whole payment eligibility period.

Recovery of such compensation shall be

collected in accordance with Section 8.6.7 of this Attachment AE.
(2)

A Resource’s RUC make whole payment eligibility period is equal to that Resource’s
RUC Commitment Period. For Resources with a RUC Commitment Period that begins in
one Operating Day and ends in the next Operating Day, two RUC make whole payment
eligibility periods are created. The first period begins in the first Operating Day in the
Dispatch Interval associated with the Resource’s RUC Commit Time and ends at the last
Dispatch Interval of the first Operating Day. The second period begins in the first
Dispatch Interval of the next Operating Day and ends in the Dispatch Interval associated
with the Resource’s RUC De-Commit Time.

(3)

The following cost recovery rules apply to each RUC make whole payment eligibility
period. Resource production costs are calculated using the RTBM Offer prices in effect
at the time the commitment decision was made for start-up, no-load, and minimumenergy; and the RTBM Offer price in effect at the solving of a dispatch interval for the
Energy above minimum energy, Regulation-Up, Regulation-Down, Spinning Reserve,
and Supplemental Reserve.
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(a)

If the Transmission Provider cancels a Commitment Instruction prior to the start
of the associated RUC make whole payment eligibility period, the Asset Owner
will receive reimbursement for a time-based pro-rata share of the Resource’s
RTBM Start-Up Offer unless precluded by Section 8.6.5(3)(e) of this Attachment
AE. Asset Owners may request additional compensation through submittal of
actual cost documentation to the Transmission Provider.

The Transmission

Provider will review the submitted documentation and confirm that the submitted
information is sufficient to document actual costs and that all or a portion of the
actual costs are eligible for recovery.
(b)

In order to receive the full amount of Start-Up Offer recovery within a RUC make
whole payment eligibility period, the Resource must be a Synchronized Resource
in at least one Dispatch Interval in the RUC make whole payment eligibility
period.

(c)

In order to receive recovery of No-Load Offer costs in any Dispatch Interval in
the RUC make whole payment eligibility period, the Resource must be a
Synchronized Resource in that Dispatch Interval.

(d)

There may be more than one RUC make whole payment eligibility period for a
Resource in a single Operating Day.

A single RUC make whole payment

eligibility period is contained within a single Operating Day.
(e)

When a RUC make whole payment eligibility period is created after a Day-Ahead
make-whole payment eligibility period which is adjacent and preceding a DayAhead make whole payment eligibility period where the Day-Ahead Start-Up
Offer Amount defined in Section 8.5.9(3)(b)(i) of this Attachment AE was
considered, applying the rule in Section 8.5.9(3)(b)(iii) of this Attachment AE, the
Day-Ahead Start-up Offer Amount defined in Section 8.5.9(3)(b)(i) is used in
place of the RUC Start-up costs:

(f)

A Resource’s RTBM Start-Up costs are not eligible for recovery in the following
RUC make whole payment eligibility periods:
(i)

Any RUC make whole payment eligibility period for which the RUC
SCUC did not consider the Resource’s Start-Up Offer in the
commitment decision except RTBM Start-Up Offer costs associated
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with commitments made under Sections 5.2.2(3), 5.2.2(4), 6.1.2(3) and
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6.1.2(4) of this Attachment AE which shall be eligible for recovery; or
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(ii)

Any RUC make whole payment eligibility period for which a Resource is
a Synchronized Resource prior to this commitment period at a time one (1)
hour prior to that Resource’s RUC Commit Time less the Resource’s
Sync-To-Min Time; or

(iii)

Deleted: and

Any RUC make whole payment eligibility period resulting from a RUC
Commitment Period that contains an hour for which the Resource was
self-committed.

(g)

For each RUC make whole payment eligibility period within an Operating Day, a

Deleted: f

Resource’s RTBM Start-Up Offer is divided by the lesser of (1) the Resource’s
Minimum Run Time multiplied by twelve (12), rounded down to the nearest
whole interval, or (2) twenty-four (24) hours multiplied by twelve (12), and that
portion of the Start-Up Offer is included as a cost in each interval of the RUC
make whole payment eligibility period until the sum of these interval costs are
equal to the RTBM Start-Up Offer or until the end of the RUC make whole
payment eligibility period, whichever occurs first. If the Transmission Provider
cancels a start-up order prior to the start of the associated RUC make whole
payment eligibility period, all of the eligible pro rata share of the Resource’s
RTBM Start-Up Offer is allocated into the first interval of the RUC make whole
payment eligibility period.
(h)

To the extent that the full amount of the RTBM Start-Up Offer is not accounted

Deleted: g

for in the last RUC make whole payment eligibility period in the Operating Day,
any remaining RTBM Start-Up Offer costs are carried forward for recovery in the
first RUC make whole payment eligibility period of the following Operating Day
provided that the Resource has not been committed in the Day-Ahead Market in
any hour of the first RUC make whole payment eligibility period as described in
(h) below.
(i)

If the Resource has been committed in the Day-Ahead Market in a period adjacent

Deleted: h

to and following a RUC make whole payment eligibility period to the extent that
the full amount of the RTBM Start-Up Offer is not accounted for in the RUC
make whole payment eligibility period, any remaining RTBM Start-Up Offer
costs are carried forward for recovery in the Day-Ahead make whole payment
eligibility period.
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(j)

If a Resource has operated outside of its Operating Tolerance in any Dispatch

Deleted: i

Interval, any cost associated with energy output above the Resource’s economic
operating point is not eligible for recovery for that Dispatch Interval where such
cost is calculated as described under Subsection 4(c) below.
(k)

If a Resource becomes non-dispatchable in any Dispatch Interval, any cost

Deleted: j

associated with energy output above the Resource’s economic operating point is
not eligible for recovery for that Dispatch Interval where such cost is calculated as
described under Subsection 4(c) below.
(l)

If a Resource’s minimum operating limit is increased above the Resource’s

Deleted: k

minimum operating limit that was used to make the commitment decision, the
increase is greater than the Resource’s Operating Tolerance and the Resource
remains dispatchable in any Dispatch Interval, any cost associated with energy
output above the Resource’s economic operating point is not eligible for recovery
for that Dispatch Interval where such cost is calculated as described under
Subsection 4(c) below.

…
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Revision Request Recommendation Report
RR #: 142

Date: 2/26/2016

RR Title: Quick-Start Multi-Configuration Ineligibility
SUBMITTER INFORMATION
Submitter Name: Jared Greenwalt

Company: Southwest Power Pool

Email: jgreenwalt@spp.org

Phone: 501.688.8314

EXECUTIVE SUMMARY AND RECOMMENDATION FOR MOPC AND BOD ACTION
This RR makes a Resource’s registration as a Quick-Start Resource mutually exclusive with its registration as a MultiConfiguration Combined Cycle Resource (Enhanced Combined Cycle) and vice versa. This RR is keeping both projects in scope
and does not prohibit the modification of this exclusion in the future.
One MWG opposition from OGE as noted below.
OBJECTIVE OF REVISION
Objectives of Revision Request:
If a Quick-Start Resource is to be operated as a Multi-Configuration Combined Cycle Resource, and vice versa, then that would
require additional software changes that were not in the scope of RR1 (Combined Cycle Enhanced Design) or RR116. If Market
Participants desire to register Quick-Start Resources as Multi-Configuration Combined Cycle Resources, and vice versa, then
another Impact Analysis must be done and the implementation timeline would be increased. This RR clarifies that these two
registration parameters are mutually exclusive.
This RR clarifies that a Resource cannot be registered as both a Quick-Start Resource and a Multi-Configuration Combined Cycle
Resource.
SPP STAFF ASSESSMENT
SPP staff supports this RR.
IMPACT
Will the revision result in system changes

No

Yes

Summarize changes: Any software implications of this RR are in the scope of RR1_MPRR101 and RR116.
Will the revision result in process changes?

No

Yes

Summarize changes: Any process changes due to this RR are in the scope of RR1_MPRR101 and RR116.

Is an Impact Assessment required?

No

Yes

If no, explain: Any software implications of this RR are in the scope of RR1_MPRR101 and RR116.
SPP DOCUMENTS IMPACTED
Market Protocols
Operating Criteria
Planning Criteria
Tariff
Business Practice

Protocol Section(s): 6.1.1; 6.1.7.1
Criteria Section(s):
Criteria Section(s):
Tariff Section(s): Att AE 2.2; 2.9
Business Practice Number:

Protocol Version: 35b
Criteria Date:
Criteria Date:
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WORKING GROUP REVIEWS AND RECOMMENDATIONS
List Primary and any Secondary/Impacted WG Recommendations as appropriate
Primary Working Group:

Date: 2/23/2016

Market Working Group

Action Taken: Approved
Abstained: AEP
Opposed: OGE

Reason for Opposition:

OG&E has provided a “No” vote on RR142 Quick-Start Multi-Configuration Ineligibility on the basis that
this RR is limiting the ability of Market Participants to pursue advances in technology with regards to heat
rate efficiency and quick ramping response. The RTO has stated that ramping capability and optimization of
faster responding resources provides value; as the footprint works to manage ramp for load demands that are
impacted by current and future expansion of wind resources. OG&E believes that Market Participants should
be encouraged to seek advancements in resource efficiency that contribute to reducing our customers’ energy
costs and the Market as a whole. Under RR142 we are excluding a resource type that could effectively
contribute to lowering energy costs to our customers.
RTWG Working Group:

Date: 3/24/2016
Action Taken: Unanimously Approved

MOPC

Date: 4/12/2016
Action Taken: Approved
Abstained:
Opposed:

Reasons for Opposition:

BOD/Member Committee

Date: 4/26/2016
Action Taken:
Abstained:
Opposed:

Reasons for Opposition:

COMMENTS
Comment Author:
Date Comments Submitted:
Description of Comments:
Status:
PROPOSED REVISION(S) TO SPP DOCUMENTS
Market Protocols
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6.1.1

Responsibilities of the Resource Asset Owner

Each Asset Owner shall be responsible for conducting its operations in accordance with all applicable
SPP market rules and guidelines. Each Asset Owner shall supply operating characteristics of its
Resource, including, but not limited to: location of physical Resource, Legal owner and Resource type
as specified below. Registration shall also include identification of the Settlement Location and
Settlement Area of the Resource. At the time of registration, SPP will populate the Resource Offer
parameters defined in Section 4.2.2.1. These Resource Offer parameters must be updated by the Market
Participant to reflect Resource specific parameters during the 7 days prior to the Resource’s effective
date. The Market Participant representing the applicable Asset Owner is responsible for ensuring that
real-time settlement meter data is submitted to SPP. Valid Resource Types are:
(1)

Generating Unit (“Gen”);

(2)

Plant (“PLT”);

(3)

Dispatchable Demand Response (“DDR”) Resource;

(4)

Block Demand Response (“BDR”) Resource;

(5)

Combined Cycle (“CC”) Resource (if the MCR option described under Section 6.1.7.1 is not
selected);

(6)

Jointly Owned Unit (“JOU”) Resource (represents Physical JOU Resource only as defined under
Section 4.2.2.5.4(1). Each individual JOU Share Resource, as described under Section
4.2.2.5.4(2), must register as PLT”));

(7)

Dispatchable Variable Energy Resource (“DVER”);

(8)

Non-Dispatchable Variable Energy Resource (“NDVER”);

(9)

External Dynamic Resource (“EDR”); and

Commented [RR1161]: RR116 Awaiting FERC and System
Implementation

(10) Multi-Configuration Combined Cycle Resource (“MCR”) (represents Combined Cycle Plant for
Resources selecting the modeling option described under Section 6.1.7.1);
For each Resource registered, the Asset must specify whether Settlement Meter Data will be submitted
on an hourly basis or on a 5-minute basis.
An Asset Owner may indicate if a Resource is a Quick-Start Resource as defined in Section 1 unless that
Resource is registered as an MCR; a Resource registered as a QSR shall not be registered as an MCR. If
a QSR repeatedly fails to properly respond to its Dispatch Instruction, then SPP will contact the Market
Participant. If the Market Participant communicates a temporary problem with the QSR, then SPP will
temporarily overwrite the QSR indication until the problem is resolved. If the QSR fails to properly
respond to its Dispatch Instruction after SPP has contacted the Market Participant, SPP may overwrite
the QSR indication. In such case, the MP may register the Resource as a QSR in accordance with the
model update timeline described in Section 6.4.

Commented [RR1162]: RR116 Awaiting FERC and System
Implementation
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6.1.7.1

Multi-Configuration Combined Cycle Resource
The combined cycle Resource registered as an MCR shall be registered as a single parent
Resource Asset with associated valid operating configurations. Additionally, a Resource
registered as an MCR shall not be registered as a QSR.

Commented [RR112.3]:

…
Tariff (OATT)

Blue bolded text is from RR116 that has been approved by the BOD but not yet filed with FERC
Attachment AE
2.2

Application and Asset Registration

…
(14)

Market Participants with assets interconnected to the Transmission System that are not
participating in the Energy and Operating Reserve Markets must pseudo-tie the Resource
or load out of the SPP Balancing Authority Area in accordance with Attachment AO.
Such assets shall continue to be registered in the Integrated Marketplace for the purposes
of accounting for congestion and loss charges between the Resource Price Node and the
applicable External Interface Settlement Location as described under Sections 8.6.19 and
8.6.20 of this Attachment AE.
(a)

To the extent that the SPP Balancing Authority or associated external Balancing
Authority can no longer maintain the Resource pseudo-tie for reliability reasons,
the Market Participant representing the pseudo-tied Resource must immediately
reduce the output of the pseudo-tied resource to the available pseudo-tie
capability after receiving notification from the affected Balancing Authority of the
reduced capability. A Market Participant shall not generate any energy in excess
of the available pseudo-tie capability after receiving such notification and shall
not be compensated in the Energy and Operating Reserve Markets settlement for
any energy generated in excess of the available pseudo-tie capability.

(15)

An Asset Owner may indicate if a Resource is a Quick-Start Resource as defined in
Section 1.1 of this Attachment AE unless that Resource is registered as a configuration
based combined cycle Resource; a Resource registered as a Quick-Start Resource shall
Page 4 of 5
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not be registered as a configuration based combined cycle Resource. The Transmission
Provider may disqualify a previously qualified QSR for persistent failure to follow
Dispatch Instructions as described in the Market Protocols.

In such case the

Resource may reregister as a QSR in accordance with the model update timing
requirements specified in the Market Protocols.
2.9

Combined Cycle Resource
Market Participants registering Resources with combined cycle capability as described in
Section 4.1.2.2 of this Attachment AE shall select only one configuration during market
registration. Market Participants that jointly participate in a combined cycle Resource that desire
to use the Jointly Owned Unit modeling options described under Section 2.2(4) of this
Attachment AE must register as a Jointly Owned Unit and cannot register the Resource as a
combined cycle Resource.

Additionally, a Resource registered as a configuration based

combined cycle Resource shall not be registered as a Quick-Start Resource.

Modifications to

Resource configurations may be made in accordance with timing requirements defined in the
Market Protocols.
SPP Operating Criteria

N/A
SPP Planning Criteria

N/A
SPP Business Practices

N/A
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Revision Request Recommendation Report
RR #: 145

Date: 1/08/2016

RR Title: OOME Clarification
SUBMITTER INFORMATION
Name: Raleigh Mohr

Company: Southwest Power Pool

Email: rmohr@spp.org

Phone: 501-482-2206

EXECUTIVE SUMMARY AND RECOMMENDATION FOR MOPC AND BOD ACTION
RR145 was written to clarify the language around the OOME process. Currently, there are several terms, such as manual Dispatch
Instruction and Reliability Directive, that are used interchangeably and inconsistently. NERC has defined a new term of Operating
Instruction that is also very close to these terms. The RR provides clean-up and clarification around these terms and removes
NERC language from SPP governing documents.
The primary and applicable secondary working groups have approved RR145, except for the RCWG who will review by April 6,
2016. The MWG approved with two in opposition from AEP and KCPL. No reason for opposition was provided. The RTWG
unanimously approved the RR. The ORWG approved with two abstentions from CUS and GridLiance. The RCWG unanimously
approved the RR.
Detailed voting records and stakeholder comments are provided below.
The MOPC recommends the BOD approve this RR.
OBJECTIVE OF REVISION
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Objectives of Revision Request:
Describe the problem/issue this revision request will resolve.
The RR clarifies the rules related to Dispatch Instructions and Setpoint Instructions for Variable Energy Resources during an
OOME event.
The revisions are proposed to clarify the following:
(i) a DVER receives a “follow” dispatch flag when the Resource is issued an OOME;
(ii) an NDVER’s Setpoint Instruction when it is subject to an OOME is determined in accordance with the rules in 4.4.2.5
(as opposed to being based on its SCADA output);
(iii) a notification is sent when a Resource is issued an OOME containing a Dispatch Instruction equal to the MW level the
Resource is instructed to produce and the OOME flag set to “True”; and
(iv) DVER dispatch instruction flags apply in 4.4.2.5 as well as 4.2.2.5.5.
The RR also revises the Protocol and Tariff language related to OOME instructions. Specifically, the revisions delete the terms
Reliability Directive and Manual Dispatch Instruction. The intent of these revisions is to simplify, clarify and apply consistent
terminology for non-market operating instructions. Pursuant to the proposed revisions all such actions fall under one term –
OOME. This also mitigates potential for conflict between terminology in the NERC COM standards and the SPP governing
documents, and between different operational terms within the SPP governing documents.
In addition, the word “address” replaces “resolve or prevent”. Resolve or prevent meant that SPP must be in an emergency or
experiencing a reliability issue in order to issue an OOME. OOMEs may be issued in advance of such conditions occurring or
being imminent in order to prevent entering an imminent or actual emergency condition or reliability issue. Replacing resolve or
prevent with address mitigates the implication that emergency conditions must be present or imminent to issue an OOME
Finally, the revisions include general clean up the language to support the proposed changes.

Describe the benefits that will be realized from this revision.
The intent of these revisions is to simplify, clarify and apply consistent terminology for non-market operating instructions. This
also mitigates potential for conflict between terminology in the NERC COM standards and the SPP governing documents, and
between different operational terms within the SPP governing documents. Also, there will be better clarification as to how DVERs
and NDVERs are treated when given an OOME.
SPP STAFF ASSESSMENT

SPP staff supports this revision request and recommends approval.

IMPACT
Will the revision result in system changes

No

Will the revision result in process changes?

No

Is an Impact Assessment required?

Yes

No

Yes
Yes
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SPP DOCUMENTS IMPACTED
Protocol Section(s): 1.; 4.1.4;
4.1.4.2; 4.1.4.3.1; 4.2.2.5.5;
Market Protocols
Protocol Version: 35b
4.2.2.5.6; 4.4.2.5; 4.4.3; 4.4.3.1;
4.4.3.2; 4.5.9; 4.5.9.9; 6.1.11.1;
6.1.2;
Operating Criteria
Criteria Section(s):
Criteria Date:
Planning Criteria
Criteria Section(s):
Criteria Date:
Tariff
Tariff Section(s): Attachment AE: 1.1; 4.1.2.4; 4.1.2.5; 6.1.2; 6.2.4; 6.3; 8.6.6
Business Practice
Business Practice Number:
WORKING GROUP REVIEWS AND RECOMMENDATIONS
List Primary and any Secondary/Impacted WG Recommendations as appropriate
Primary Working Group: MWG

Date: 1/28/2016
Action Taken: Approved
Abstained: N/A
Opposed: AEP, KCPL

Reason for Opposition: None provided

Secondary Working Group:
ORWG

Date: 2/4/2016
Action Taken: Approved
Abstained: CUS, GridLiance

Secondary Working Group:
RTWG

Date: 3/24/2016
Action Taken: Unanimously Approved

Secondary Working Group:

Date: 4/6/2016

RCWG

Action Taken: Unanimously Approved

MOPC

Date: 4/12/2016
Action Taken: Approved
Abstained: ETEC, TEX-LA, and Flat Ridge2 Wind Energy

BOD/Member Committee

Date:
Action Taken:
Abstained:
Opposed:

Reasons for Opposition:

COMMENTS
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Comment Author: Cliff Franklin, WR
Date Comments Submitted: 1/15/2015
Description of Comments: Westar generally supports

the SPP Operations “operations” initiative to
clarify/simplify communication directives for A) “OOME-dir” for imminent emergency conditions
“emergency” and B) electronic operating instructions “OOME-insts” issued (by SPP) for reliability problems
unresolvable by market functions “unresolvable R-issues”.
However, Westar cannot support RR 145 without further clarification on the methodology “operations” will
use to differentiate “emergency” from “unresolvable R-issues”. SPP will issue “OOME-dir” directives for
“emergencies” and will send “OOME-Insts” for “unresolvable R-issues”. Westar needs clarification on three
questions.
1. How will “operations” make a determination that a reliability issue has risen to the level of an
imminent emergency condition, requiring “OOME-dir” 3-part communication?
2. What will be the “operations” criteria/methodology for identifying “unresolvable issues” appropriate
for “OOME-inst”?
3. How will “operations” ensure that issuance of “OOME-inst” instructions won’t fall under either
i.

the current NERC COM standard, or

ii.

the future NERC 2017 COM standard, requiring TP-to-MP (3-part) NERC communication.

Status: MWG reviewed the comments submitted
COMMENTS
Comment Author: Cliff Franklin, WR
Date Comments Submitted: 1/27/2016
Description of Comments: Westar supports

the SPP Operations initiative to clarify/simplify communication
directives for when OOME 3-part verbal communication will occur for imminent emergency conditions and
issuance of an OOME blast electronic/call instruction for reliability problems unresolvable by market.
However, Westar cannot support RR 145 without further clarification in both protocol and tariff language.
Specifically, we have made needed language modifications, highlighted in yellow, in the body of this RR.
The additional language clearly states that Market Operations should “Use three part communication to any
resource not responding to an operating instruction during the OOME event.”

Status: MWG reviewed the comments submitted
COMMENTS
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Comment Author: John Stephens, CUS
Date Comments Submitted: 1/27/2016
Description of Comments: City Utilities questions the effectiveness of this revision request to control NDVERs in order to
maintain reliable operation of the Bulk Electric System. Also, we believe that some suggested changes present less clarity to the
conditions under which OOME will be used.
FERC has maintained (ER11-3154 and ER12-2292) that VERs with Interconnection Agreements with SPP signed on or before May
21, 2011, and commercially operable prior to October 15, 2012 are not subject to “systematic and automated curtailment
procedures” by SPP. Sending a systematic command to a device that is not required to respond to a control signal appears to be
potentially detrimental to reliability. Furthermore, without an acknowledgement that the signal has been received and implemented
by the Generator Operator, there is no expectation that the reliability issue is being resolved. For this reason, we feel that any
instruction to dispatch a Non-Dispatchable resource must be done manually via a telephone call to the Resource operator.
The word “address” is proposed to replace “resolve or prevent” in regards to an Emergency. We agree with this change because we
contend that every reliability-based OOME instruction is intended to resolve an Emergency or interrupt a chain of events that could
lead to an Emergency; otherwise there is no compelling need or urgency for action. The communication and implementation of an
OOME must be the same whether the OOME is intended to resolve or prevent an Emergency.
Future NERC Standards (COM-002-4, TOP-001-3 and IRO-001-4) require that Operating Instructions are clearly communicated,
acknowledged and implemented. Every instruction issued by SPP to change the status or output of an element of the BES is an
Operating Instruction by definition. Routine Operating Instructions may or may not adversely impact reliability if they are not
followed correctly. However, OOME Operating Instructions have an increased level of urgency to be communicated and
implemented correctly because a threat to reliability has already been identified that requires the specified action.
Status: MWG reviewed the comments submitted
COMMENTS
Comment Author: Steve Gaw, Wind Coalition
Date Comments Submitted: 1/27/2016
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Description of Comments: The Wind Coalition makes the following comments and suggestions based upon this draft of RR145
and with the understanding that these comments may not be complete nor indicate the concerns of all of the members of the Wind
Coalition:
1. Added clarity is needed on the objective standards that will be used by SPP staff to call, continue, and end an OOME event.
Added language in the RR itself indicating what is meant by the market being unable to solve an Emergency Condition or reliability
issue.
2. Clarification is needed on how SPP distinguishes between “NERC Emergency” vs. reliability issue, when that determination is
made and how it is communicated. The distinction between a NERC emergency and other reliability issues is unclear in this draft.
Such a distinction can be very important to stakeholders. It needs to be spelled out that information informatoin as to whether this
is or is not an NERC emergency will be given when an OOME event is called. In addition, it is our understanding that the reason
for the OOME including whether or not the event was a NERC emergency currenetly is made after the fact in the OASIS. We
would like clarification that this practice is required and that it will continue.
3. The decision to call an OOME should be reviewed regularly (at least every hour) and terminated as soon as possible.
4. The language referencing local operator actions and local emergency/issue is confusing and may be contrary to FERC Orders on
the authority of a local operator. Recommend SPP legal provide input. Use of the terms local reliability issue and local emergency
condition as well as un-capitalized similar terms should be either eliminated or clarified to understand how they are being
distinguished.In addition, language in this RR may arguably give complete discretion to the local operator in issuing an instruction.
This may be contrary to FERC Orders on the authority of the local operators and should be checked with SPP legal.
6. Clarify the method local operators will use to communicate instructions issued directly (phone call, electronic means or dealer’s
choice). Also specify that local operators must communicate their OOME to SPP within a certain time (ten minutes?),
circumstances permitting.
7. The use of the term OOME as it pertains to local operators needs to be adjusted to be consistent in the RR. In some places the
instruction from a local operator is considered an OOME and in other places (such as the definition) it is not.
8. The RR should clearly pronounce or the method of communication of OOMEs by SPP(including to whom the message is
delivered).
Status: MWG reviewed the comments submitted
COMMENTS
Comment Author: Raleigh Mohr
Date Comments Submitted: 1/28/2016
Description of Comments: SPP refined the definition of OOME in the Attachment AE to include the local transmission operator,
and therefore removed corresponding local language from the body of the Protocols and Tariff.

Section 6.1.2 of the Tariff was updated with the most up to date version, but this did not affect any redlined language therefore is
not highlighted.
Status: MWG modified and approved the comments submitted.
COMMENTS
Comment Author: RTWG
Date Comments Submitted: 3/24/2016
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Description of Comments: RTWG reviewed RR145 and request staff complete the action items listed below on 2/25/2016. The
results are incorporated in the language below. RTWG approved the updates based on these actions on 3/24/2016.
1.

2.

3.

4.

5.

Determine if the tariff definition “Out of Merit Energy” should be “Out of Merit Energy Instruction”.
OOME is defined as a dispatch instruction in the proposed edition to the tariff glossary. Adding “Instruction” or
“Dispatch” to the term “Out of Merit Energy” is therefore redundant to the definition. No changes are proposed.
Determine if inserting “local” prior to “transmission operator” in the tariff definition of OOME is appropriate.
It is appropriate to add “local” prior to “transmission operator” in the glossary definition of OOME to add clarity
and address any concerns. There are two instances where “transmission operator” is used without local
proceeding and “local” should be inserted in those two instances.
Confirm that any use of the verbiage “OOME” is used consistently and correctly in the tariff.
All instances of where the verbiage “OOME” occurs in the tariff, with exception of 2, are present in the Revision
Request. Those 2 instances are in Section 2.10.1 of Attachment AE where the language discusses how tests for
Resources seeking Spin certification will not be compensated using OOME [charge type] when retesting or if the
test was failed. As a point of clarification, OOME is used in Section 8.6.6 of Attachment AE in the term OOME
MW. “OOME MW” is defined in the first sentence of 8.6.6(1) as “the Resource’s additional output attributable
to its response [to the OOME]”. No changes are proposed.
Confirm that the deleted language in 6.1.2(4); 6.1.2(4)(c); and 6.2.4(7) is appropriate.
The intent behind the deletions in these sections is to remove confusion and irrelevancy. The deleted language
removes references to dispatch instructions in sections discussing how commitments for local reliability issues are
compensated and removes references to commitments in sections discussing how OOMEs (dispatch instructions)
for local reliability issues are compensated. The proposed language has 1 instance of “OOME dispatch
instruction” in section 4.1.2.4(8) of AE and should be changed to just “OOME”.
Confirm whether “If the local transmission operator determines there is an adequate amount of time prior to issuing the
OOME directly to the resource” gives the local transmission operator more discretion than was intended from a previous
FERC ruling regarding the authority of a local transmission operator.
SPP counsel supports the proposed language as it is written. No changes are proposed.

Status: Reviewed and incorporated as appropriate below.
COMMENTS
Comment Author: RCWG
Date Comments Submitted: 3/31/2016
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Description of Comments: RCWG will be voting on RR145 with the existing language as approved by the RTWG and assessing
the current compliance impacts as stated.
RCWG is submitting a draft suggestion to capture a broader concern with the consistency of language in all the governing
documents. RCWG will be working with SPP staff to propose a new RR to address this potential concern and this new RR may
include the proposals below.
Since OOMEs are potentially in scope for NERC requirements applicable e to Operating Instructions (COM-002-4, IRO-001-4 and
TOP-001-3)::
•

Capitalize all instances of “transmission operator”.

•

Change certain references of Market Participant to Generator Operator to avoid implicating market personnel for real time
reliability tasks.

•

Add terms in the definition sections for Transmission Operator and Generator Operator to refer to NERC glossary of
terms.

The recommendations clarify for all parties the NERC compliance responsibilities associated with issuing, receiving and
implementing Operating Instructions. RCWG suggested future changes are captured in RCWG Comments dated 3-31-2016.
Status: Staff reviewed
PROPOSED REVISION(S) TO SPP DOCUMENTS
Market Protocols

1.

Glossary

Out of Merit Energy (OOME)

Deleted: Manual Dispatch Instruction¶
As defined in Attachment AE of the Tariff.¶

As defined in Attachment AE of the Tariff.

4.1.4

Violation Relaxation Limits

The DA Market, RUC processes and RTBM SCED enforce a number of operating constraints in
developing the co-optimized market solution. In certain situations, attempting to enforce all
constraints may result in a solution that is not feasible at a Shadow Price less than an
appropriately priced Violation Relaxation Limit. In such cases, SPP must apply Violation
Relaxation Limits (VRLs) in SCED.
There are five categories of constraints and associated VRLs: (1) Resource Capacity Constraints;
(2) Resource Ramp Constraint; (3) Global Power Balance Constraint; (4) Operating Constraint
(which include PNode, Manual, Watch List, flowgate and Real-Time Contingency Analysis
(RTCA) Constraints) and (5) Spinning Reserve requirement constraint. A higher VRL value is
an indication of the relative priority for enforcing the constraint type. For example, the VRL
value assigned to a ramp rate limit exceeds that assigned to a flowgate limit indicating that the
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flowgate constraint should be relaxed before the ramp rate constraint. If the VRL with the
lowest value will not allow SCED to balance the market’s energy obligations, a higher VRL will
be applied. In the case of the Operating Constraint VRLs, the values limit the cost of the
dispatch needed to balance system injections and withdrawals by capping the Shadow Price
depending upon the level of the violation. Similarly, the Spinning Reserve Constraint VRL
limits the costs of redispatch need to meet the Spinning Reserve requirement by capping the
Spinning Reserve Shadow Price. Exhibit 4-1 provides a summary of the current VRL values by
constraint type.
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Constraint Type
(1) Resource Capacity

(2) Global Power Balance
(3) Resource Ramp
(4a) Operating Constraint not
subject to Market-to-Market
coordination

Exhibit 4-1: VRL Values
Description
The minimum and maximum MW dispatchable
output of a Resource as indicated in a Resource
Offer.
Energy needed to balance Resources and load.
The ramp capability of a Resource as indicated
in the Resource plan.
A MW limit that can be imposed on SPP
related to MW flow across a market node, a
manually-identified transmission constraint, a
Watch List transmission constraint, a flowgate
constraint, or a transmission constraint
identified by SPP’s real-time contingency
analysis.

VRL [$/MW]
100,000

50,000
5,000
$500 when the loading is greater than 100%
and less than or equal to 101% at each
network constraint at each Operating
Constraint.

$750 when the loading is greater than 101%
and less than or equal to 102% at each
network constraint
$1,000 when the loading is greater than
102% and less than or equal to 103% at
each network constraint
$1,250 when the loading is greater than
103% and less than or equal to 104% at
each network constraint
$1,500 when the loading is greater than
104% at each network constraint
(4b) Operating Constraint
subject to Market-to-Market
coordination

A MW limit that can be imposed on SPP
related to MW flow across a market node, a
manually-identified transmission constraint, a
Watch List transmission constraint, a flowgate
constraint, or a transmission constraint
identified by SPP’s real-time contingency

MISO’s Shadow Price as further defined in
Section 3.1 of the SPP-MISO JOA
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Constraint Type

(5) Spinning Reserve
Constraint

Description
analysis.
A MW value representing the Spinning
Reserve requirement

VRL [$/MW]

$200
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VRLs and associated values are intended to achieve the following objectives: (1) Mitigate the
occurrence of price excursions or other extreme prices; (2) Remove the portion of a loading
violation attributed to market flow on a flowgate within 30 minutes of the start of a VRL
violation; (3) Mitigate the regulation burden placed on the Resources providing regulation
services; (4) Limit contribution to CPS violations; and (5) Minimize the need for OOMEs.
4.1.4.2

Deleted: Manual Dispatch Instructions

Determination of VRLs

Each year by November 1, VRLs and their associated values shall be reviewed and approved by
the MOPC based on recommendations received from ORWG and MWG. Any changes to the
VRLs or associated values must be approved for filing by the Board of Directors and approved
by FERC prior to their implementation. The most recent FERC approved VRLs and their
associated values shall be posted on the SPP OASIS website.
SPP shall post the following information on the SPP OASIS website on at least a monthly basis
within 15 days of the last day of the month:
(1)

The number of times that VRL values were applied by SCED during the month, and
associated detail regarding the VRL type and value for each incident;

(2)

The value of each LMP in excess of the safety net offer cap or below zero (0) during the
month;

(3)

The number and duration of each incident where a VRL was employed with respect to
the same flowgate for two or more consecutive intervals;

(4)

If SPP was unable to achieve the market flow relief required by the IDC, the constraint
that was violated, the deployment interval(s) during which the violation occurred, the
MW amount of the violation, and the Min and Max LMP during the violation period;

(5)

The assessment of regulation requirement from application of a VRL;

(6)

The number of CPS violations coincident with the application of a VRL;

(7)

The number and magnitude of OOMEs issued coincident with the application of a VRL.

4.1.4.3.1

Deleted: Manual Dispatch Instructions

Quarterly Reporting

SPP shall report the following information to the ORWG and the MWG on a quarterly basis in
the month following the end of the quarter:
(1)

A summary report and supporting detailed data identifying:
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(a)

Number of times, each month, the application of VRL was required to provide a
market solution;

(b)

VRL type and value;

(c)

Amount of the limiting condition;

(d)

Amount exceeding the limit;

(e)

Resulting shadow prices for each incident;

(f)

Number and duration of each incident where a VRL was employed with respect to
the same flowgate for six or more consecutive intervals;

(g)

Number and magnitude of OOMEs issued coincident with the application of a
VRL; and

Deleted: Manual dispatch instructions

(2) An assessment of how effective the VRLs have been at achieving the stated objectives.

4.2.2.5.5

Dispatchable Variable Energy Resources

The following rules apply to Resources registered as Dispatchable Variable Energy Resources
(“DVER”):
(1)

(2)

(3)

The Minimum Emergency Capacity Operating Limit, Minimum Economic Operating
Capacity Limit and Minimum Normal Capacity Operating Limit submitted as part of the
Day-Ahead Market and/or RTBM Resource Offer must be submitted as zero MW.
Otherwise, the Resource Offer will be rejected;
For DVERs with an Emergency Maximum Capacity Operating Limit of less than
200MW, the maximum ramp rate between MW specified in the Ramp-Rate-Up Curve
and Ramp-Rate Down Curve in the RTBM Resource Offer multiplied by 5 cannot exceed
40MW. For DVERs with an Emergency Maximum Capacity Operating Limit greater
than or equal to 200MW, the maximum ramp rate between MW levels specified in the
Ramp-Rate-Up Curve and Ramp-Rate-Down Curve in the RTBM Resource Offer
multiplied by 5 cannot exceed 20% of the DVER’s Emergency Maximum Capacity
Operating Limit;
For the RUC processes, the maximum operating limit shall be the lesser of the
Emergency Maximum Capacity Operating Limit as specified in the DVER RTBM Offer
and SPP’s output forecast for that DVER.
DVERs for which SPP is calculating an
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(4)

(5)

output forecast are not eligible to receive RUC make whole payments as described under
Section 4.5.9.8;
For the Real-Time Balancing Market, DVER Dispatch Instructions are calculated
assuming the DVER is dispatchable regardless of its Control Status. DVERs eligible to
clear Regulation-Down must submit a Control Status of “Regulating” if capable of
providing Regulation-Down. SPP will provide a dispatch flag to the DVER indicating
whether or not the DVER should “follow” or “ignore” its Setpoint Instruction. Use of
these dispatch flags in calculating Setpoint Instruction is described under Section 4.4.3.1.
These flags are set as part of the RTBM solution as follows:
(a)

The default value of the dispatch flag will be “ignore”. When the dispatch flag is
“ignore”, the DVER’s maximum operating limit is set equal to the DVER’s actual
output at the time of the current RTBM run;

(b)

The dispatch flag will be set to “follow” if (i) the DVER is dispatched below its
maximum operating limit or (ii) the DVER is issued an OOME, or (iii) the DVER
is cleared for Regulation-Down;

For the Real-Time Balancing Market for the current RTBM run, if the dispatch flag is
“follow” as set by the previous RTBM run, then the DVER’s maximum operating limit in
each subsequent Dispatch Interval is set equal to either:
(a) The lesser of (i) SPP’s output forecast for that DVER or (ii) the DVER’s
Emergency Maximum Capacity Operating Limit; or
(b)
The Emergency Maximum Capacity Operating Limit as specified in the DVER
Offer if the SPP output forecast is not available for that DVER; or
(c) SPP’s output forecast for that DVER if the Emergency Maximum Capacity
Operating Limit:
(i)
Was not submitted in the DVER Offer; or
(ii)
Was not updated in the Offer during the Operating Hour prior to the
Operating Hour in which the Resource limit would apply but before the
lead time described in Section 4.2.2; or
(iii)
Exceeds the maximum physical rating of the DVER that was submitted at
market registration.
Such maximum operating limit continues to be set as described above until such time that
the Resource’s Dispatch Instruction is equal to the maximum operating limit, after which,
the DVER’s maximum operating limit is calculated as described under (4)(a) above.
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4.2.2.5.6

Non-Dispatchable Variable Energy Resources

The following rules apply to Resources registered as Non-Dispatchable Variable Energy
Resources (“NDVER”):
(1) The Minimum Emergency Capacity Operating Limit, Minimum Economic Operating
Capacity Limit and Minimum Normal Capacity Operating Limit submitted as part of the
Day-Ahead Market and/or RTBM Resource Offer must be submitted as zero MW.
Otherwise, the Resource Offer will be rejected;
(2) For the RUC processes, the maximum operating limit shall be as submitted in the
Resource Offer, except that, for wind powered NDVERs, the lesser of the Resource Offer
or SPP’s wind output forecast for that Resource shall be used to set the maximum
operating limit;
(a) NDVERs for which SPP is calculating an output forecast are not eligible to
receive RUC make whole payments as described under Section 4.5.9.8.
(3) For the Real-Time Balancing Market, the Resource’s Energy Offer Curve shall not apply
and offer prices shall be assumed equal to zero for the purposes of calculating production
costs relating to RUC make-whole payments and cost allocation thereof under Sections
4.5.9.8 and 4.5.9.10. The Resource must operate within Setpoint Instructions. The
Setpoint Instructions will be an echo of actual SCADA output as updated every ten
seconds except during the period of time an OOME is imposed; during such time, the
Setpoint Instructions will be issued in accordance with Section 4.4.2.5. For NDVERs, the
submission of Control Status is not required. If it is not provided, it will be set to Manual.

Deleted: Mode
Deleted: reliability directives via a Manual Dispatch Instruction

4.4.2.5

Deleted: on-line

Out-of-Merit Energy (OOME) Dispatch

SPP may issue an OOME to any Resource not on outage. An OOME will specify the MW level
the Resource is expected to produce until such time as the issue can be resolved. Such MW
levels may include (i) dispatch below a Resource’s Minimum Economic Capacity Operating
Limit down to Minimum Normal Capacity Operating Limit or Minimum Emergency Capacity
Operating Limit as system conditions warrant or (ii) dispatch above a Resource’s Maximum
Economic Capacity Operating Limit up to Maximum Normal Capacity Operating Limit or
Maximum Emergency Capacity Operating Limit as system conditions warrant. During the
period of time an OOME is imposed, the Resource will not be eligible to clear Operating
Reserves. SPP will make every effort to define and activate the appropriate constraint(s). A
Qualifying Facility exercising its rights under PURPA to deliver its net output to its host utility

Deleted: to resolve a reliability issue the market system cannot
resolve (referred to in the system as OOME, or out-of-merit energy)
or to resolve an Emergency Condition
Deleted: In addition, a local transmission operator may request
SPP to issue OOME dispatch directives to applicable on-line
Resources to resolve a reliability issue or may issue OOME dispatch
directives directly to resolve a Local Emergency Condition.
Deleted: Time permitting, OOME dispatch directives will be
issued by SPP. In such an event, a Resource will receive Setpoint
Instructions from SPP that include a Manual Dispatch Instruction for
the duration of the reliability directive or may receive a Manual
Dispatch Instruction directly from a local transmission operator.
The Manual Dispatch Instructions
Deleted: constraint
Deleted: by SCED through the RTBM
Deleted: While the OOME instruction is active, the Resource
minimum and maximum limits will be treated as though they are
equal to the OOME instruction. The Resource will not be eligible to
clear reserve products during an OOME event.
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may be issued OOMEs only during an Emergency Condition or a reliability issue equivalent to a
TLR 5 or greater.

A local transmission operator may 1) request the Transmission Provider to issue an OOME or 2)
issue an OOME directly to the Resource(s). If the local transmission operator determines there is
an adequate amount of time prior to issuing the OOME directly to the Resource, the transmission
operator will coordinate with SPP to ensure the OOME is provided by SPP. If the initial OOME
is issued by the local transmission operator, the local transmission operator shall coordinate with

Deleted: When an OOME event occurs relating to a Local
Emergency Condition, the
Deleted: , when necessary,
Deleted: Manual Dispatch instructions
Deleted: affected
Deleted: and will notify SPP that it has done so, and SPP will
ensure that the following occurs:

SPP to ensure subsequent OOMEs are provided by SPP.
(1)

During the period of time when an OOME is imposed, SPP will ensure that the following
occurs:
(a)

(b)

A notification is immediately issued containing a Dispatch Instruction equal to
the MW level the Resource is instructed to produce and the OOME flag is set
equal to “True”;
Setpoint
Instructions
and
Economic/Emergency
Minimum
and
Economic/Emergency Maximum Limits for the current Dispatch Interval are
immediately adjusted to the MW level the Resource is instructed to produce;

Deleted: N
Deleted: s are
Deleted: that an OOME has been initiated and
Deleted: supposed
Deleted: d
Deleted: i
Deleted: OOME

(i)

(c)

(d)

For VERs, the Economic/Emergency Minimum and Economic/Emergency
Maximum Limits for the current Dispatch Interval are immediately
adjusted to the MW level the Resource is instructed to produce and the
Setpoint Instructions will be immediately adjusted to the lesser of the MW
level the Resource is instructed to produce or the echo of the actual
SCADA;

Setpoint Instructions for future intervals and Economic/Emergency Minimum and
Economic/Emergency Maximum limits not yet dispatched will be set to the MW
level the Resource is instructed to produce;
For VERs, the Economic/Emergency Minimum and Economic/Emergency
Maximum limits not yet dispatched will be set to the MW level the Resource is
instructed to produce and the Setpoint Instructions will be set to the lesser of the
MW level the Resource is instructed to produce or the echo of actual SCADA
output; andSPP systematically notifies the Market Participant when the OOME
has ended;

Deleted: that has been issued

Deleted: OOME
Deleted: that has been issued
Deleted: and

Deleted:
Deleted: ¶
Deleted: event

Page 16 of 50

312 of 637

(2)

(3)

(4)

(5)

To the extent that the OOME was initiated directly by a local transmission operator,
Market Participants shall be compensated for the period of time the OOME was imposed
in accordance with Section 4.5.9.9 as if they had been issued an OOME by SPP; except
that if the Market Monitor determines that the Resource selected pursuant to Section
4.4.2.5 was selected by the local transmission operator in a discriminatory manner and
the Resource was affiliated with the local transmission operator, such Resource shall not
be eligible for compensation under Section 4.5.9.9. Such determination shall be made
using the same standards and procedures prescribed for Resource selection in the IntraDay Reliability Unit Commitment process, as set forth in Section 6.1.2.1 of Attachment
AE to the Tariff. Recovery of any compensation shall be collected locally as described
under Section 4.5.9.9.

Deleted: OOME

To the extent that the OOME was initiated by SPP at the request of a local transmission
operator, such Resources issued OOMEs shall be selected by SPP in a non-discriminatory
manner, which will be verified by the Market Monitor through the process described
under Section 6.1.2.1 of Attachment AE to the Tariff. In such event, Market Participants
shall be compensated for the period of time the OOME was imposed in accordance with
Section 4.5.9.9. The recovery of the compensation paid by SPP shall be collected by SPP
locally as described under Section 4.5.9.9.

Deleted: the Transmission Provider

To the extent that the OOME was initiated by SPP, such Resources issued OOMEs shall
be selected by SPP in a non-discriminatory manner, which will be verified by the Market
Monitor through the process described under Section 6.1.2.1 of Attachment AE to the
Tariff. Recovery of compensation for Resources directly issued OOMEs by SPP that are
received under Section 4.5.9.9 shall be collected regionally under Section 4.5.12.

Deleted: the Transmission Provider

SPP, the local transmission operator, and affected Resource owners shall develop
operating guides to be applied to OOMEs made to relieve known and recurring reliability
issues or to relieve known and recurring Emergency Conditions. Such Resources will be
compensated in the same manner as any other Resource that is issued an OOME. The
recovery of the compensation paid by SPP under Section 4.5.9.9 shall be collected by
SPP locally as described under Section 4.5.9.9.

Deleted: by SPP including such commitments made at the
request of the local transmission operator

4.4.2.5.1
Out-of-Merit Energy During Emergency Conditions
If the OOME is issued to resolve an Emergency Condition, SPP will do the following in addition
to the items listed in 4.4.2.5(1):
1) Declare the Emergency Condition as soon as possible by posting it on the SPP OASIS;
2) Communicate the OOME via a phone call; and

Deleted: to address a Local Emergency Condition
Deleted: such
Deleted: events
Deleted: a Manual Dispatch Instruction
Deleted: (1)

Deleted: to address a Local Reliability Issue
Deleted: Manual Dispatch Instructions

Deleted: for such
Deleted: events
Deleted: the Transmission Provider
Deleted: the Transmission Provider

Deleted: to address Emergency Conditions or a reliability issue
that the market systems could not resolve
Deleted: Manual Dispatch Instructions
Deleted: Manual Dispatch Instructions

Deleted: Local R
Deleted: I
Deleted: by the local transmission operator
Deleted: Local
Deleted: directives
Deleted: the Transmission Provider
Deleted: the Transmission Provider
Deleted: In addition to the actions listed above, if
Deleted: event
Deleted: will d
Deleted: ,
Deleted: ,
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3) Displace the OOME with a market solution as soon as possible, consistent with system

Deleted: manual dispatch

safety and reliability.

4.4.3

Energy and Operating Reserve Deployment

SPP deploys Energy, Regulation-Up Service, Regulation-Down Service, Spinning Reserve and
on-line Supplemental Reserve simultaneously through the issuance of Setpoint Instructions via
ICCP to each Resource on a 4-second basis. Deployment of Supplemental Reserve from Offline Supplemental Resources or from MCRs that have registered under the option described
under Section 6.1.7.1 that have cleared Supplemental Reserve on a higher configuration is
accomplished through SPP issuance of a start-up order following a Contingency Reserve event.
The Setpoint Instruction is the sum of:
(1)

Deleted: d

The Resource MW Dispatch Instruction for the current Dispatch Interval either as
developed by SCED under Section 4.4.2.4 or by an OOME as described under Section
4.4.2.5;

(2)

Regulation-Up Service deployment instruction;

(3)

Regulation-Down Service deployment instruction;

(4)

Contingency Reserve Deployment Instruction for Spinning Reserve; and

(5)

Contingency Reserve Deployment Instruction for on-line Supplement Reserve.

Commented [RR1162]: RR116 Awaiting FERC and System
Implementation
Commented [RR1163]: RR116 Awaiting FERC and System
Implementation
Commented [njp4]: RR112 awaiting FERC filing

Deleted: Manual Dispatch Instruction

Both a stepped and ramped Setpoint Instruction will be issued on a 4-second basis. The stepped
Setpoint Instruction is a step change that represents the total amount of desired deployment. The
ramped Setpoint Instruction also represents the total amount of desired deployment but the 4second instruction will change gradually towards the stepped Setpoint Instruction based on the
Resource’s applicable ramp rate. Market Participants may use either the ramped or stepped
Setpoint Instruction as input into their AGC systems. Graphical examples of stepped and
ramped Setpoint Instructions are shown under Section 4.4.4.3.
In the event of a primary ICCP communications failure, SPP will systematically communicate
Energy Dispatch Instructions to Market Participants Market Participants must have the capability
to receive and follow Dispatch Instructions. Market Participants with dispatchable Resources
must have primary and secondary connections and be capable of following instructions from
both.
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4.4.3.1

Dispatchable Variable Energy Resource Deployment

SPP shall systematically provide a binary signal flag which notifies the Dispatchable Variable
Energy Resource (DVERs) to either “Follow” or “Ignore” the RTBM Dispatch Instruction.
When the “Follow” Dispatch Instruction signal is received, the Dispatchable Variable Energy
Resource shall follow the Setpoint Instruction and the Setpoint Instruction shall be equal to either
(i) the sum of the RTBM Dispatch Instruction and Regulation Deployment instruction if cleared
to provide Regulation-Down Service and if Control Status is “Regulating”; or (ii) the RTBM
Dispatch Instruction if Control Status is “Non-Regulating” or “Manual”.

In any Dispatch

Interval in which the DVER dispatch flag is set to “Ignore”, the Setpoint Instruction is calculated
as the echo of actual SCADA output.

In addition, DVERS will receive a “Follow” dispatch flag

according to the rules in 4.4.2.5 and 4.2.2.5.5.
4.4.3.2

Non-Dispatchable Variable Energy Resource Deployment

Non-Dispatchable Variable Energy Resources (NDVERs) will be deployed the echo of actual
SCADA output. If an OOME is issued to an NDVER, SPP will manually direct the Resource via
telephone to a specified MW output. In addition, SPP will issue an Out-Of-Merit Energy

Deleted: During times when it is necessary to issue an
Deleted: a Non-Dispatchable Variable Energy Resource
Deleted: to resolve an Emergency Condition or a reliability issue

dispatch instruction to the Resource in accordance with 4.4.2.5.

4.5.9

Real-Time Balancing Market Settlement

Settlement calculations for the Real-Time Balancing Market are performed on a Dispatch
Interval basis for each Operating Day and are based upon the difference between the results of
the RTBM process and the DA Market clearing for that Operating Day. To calculate RTBM
actual Energy in a Dispatch Interval for Asset Owners that have not directly submitted 5-minute
interval meter data, SPP allocates the submitted hourly meter data for Resources and loads into
5-minute values using 5-minute telemetered or State Estimator profiles for the corresponding
hour. The profiling of the hourly meter data maintains the shape of the 5-minute telemetered or
State Estimator values even if there are both positive and negative values contained within the 12
intervals. All Dispatch Interval values are expressed in MW, not MWh. Exhibit 4-23 shows an
example of how the profiling will work for a Resource that submits an actual hourly meter
amount of -80 MWh.
Exhibit 4-23: Meter Profiling Example
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Interval

(1)
State Estimator
MW

(2)
Absolute
Value of
Column (1)

1
2
3
4
5
6
7
8
9
10
11
12

10
5
0
-50
-60
-70
-80
-90
-100
-110
-120
-130
-66.25 MWh

10
5
0
50
60
70
80
90
100
110
120
130
825 (total)

(3)
Normalize
Column (2)
[Col (2) MW /
Total Col (2)
MW]
0.012
0.006
0.000
0.061
0.073
0.085
0.097
0.109
0.121
0.133
0.145
0.158
1.000

(4)
Profiled Hourly
Meter
(-80 – (-66.25)) *
12 * Col (3) + Col
(1)
8
4
0
-60
-72
-84
-96
-108
-120
-132
-144
-156
-80 MWh (Meter)
(submitted)

RTBM results are presented on an hourly basis but Market Participants and Asset Owners have
access to the 5 minute data for verification purposes.
(1)

Each Market Participant with actual Resource output is charged or paid for each
Settlement Location for the difference between the amount of actual RTBM physical
Energy sold and the amount of physical Energy sold in the DA Market, net of Bilateral
Settlement Schedules for Energy, at the associated RTBM LMP (see Section 4.5.9.1);

(2)

Each Market Participant with Import Interchange Transactions or Through Interchange
Transactions (Resource Node) is charged or paid for each Settlement Location for the
difference between the amount of actual RTBM physical import Energy scheduled and
the amount of physical Energy sold in the DA Market, net of Bilateral Settlement
Schedules for Energy, at the associated RTBM LMP (see Section 4.5.9.2);

(3)

Each Market Participant with virtual Energy purchased in the DA Market is paid for the
amount of virtual Energy purchased in the DA Market at the associated RTBM LMP (see
Section 4.5.9.3);

(4)

Each Market Participant with cleared Operating Reserve Offers is:
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(a)

charged or paid for each Settlement Location for the difference between the
amount of Regulation-Up Service sold in the RTBM and the amount of
Regulation-Up Service sold in the DA Market at the associated RTBM
Regulation-Up Service MCP (see Section 4.5.9.4);

(b)

paid for each Settlement Location for Excess Regulation-Up Mileage at the
associated Expected Regulation-Up Mileage MCP (see Section 4.5.9.4);

(c)

charged for each Settlement Location for Unused Regulation-Up Mileage at the
associated Expected Regulation-Up Mileage MCP (see Section 4.5.9.4);

(d)

charged or paid for each Settlement Location for the difference between the
amount of Regulation-Down Service sold in the RTBM and the amount of
Regulation-Up Service sold in the DA Market at the associated RTBM
Regulation-Down Service MCP (see Section 4.5.9.5);

(e)

paid for each Settlement Location for Excess Regulation-Down Mileage at the
associated Expected Regulation-Down Mileage MCP (see Section 4.5.9.5);

(f)

charged for each Settlement Location for Unused Regulation-Down Mileage at
the associated Expected Resource’s Regulation-Down Mileage MCP (see Section
4.5.9.5);

(g)

charged or paid for each Settlement Location for the difference between the
amount of Spinning Reserve sold in the RTBM and the amount of Spinning
Reserve sold in the DA Market at the associated RTBM Spinning Reserve MCP
(see Section 4.5.9.6); and

(h)

charged or paid for each Settlement Location for the difference between the
amount of Supplemental Reserve sold in the RTBM and the amount of
Supplement Reserve sold in the DA Market at the associated RTBM
Supplemental Reserve MCP (see Section 4.5.9.7).

(5)

Each Market Participant with actual load consumption is charged or paid for each
Settlement Location for the difference between the amount of actual physical load
purchased and the amount of physical Energy purchased in the DA Market, net of
Bilateral Settlement Schedules for Energy, at the associated RTBM LMP (see Section
4.5.9.1);

(6)

Each Market Participant with Export Interchange Transactions or Through Interchange
Transactions (Load Node) is charged or paid for each Settlement Location for the
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difference between the amount of actual physical export Energy scheduled and the
amount of physical export Energy purchased in the DA Market, net of Bilateral
Settlement Schedules for Energy, at the associated RTBM LMP (see Section 4.5.9.2);
(7)

(8)

Market Participants with SPP committed Resources in any of the RUC processes that
were not committed in the DA Market and MCRs that were committed in the DA Market
and committed by SPP as part of the RUC processes may receive a make whole-payment
if the total revenues received for Energy and Operating Reserve sales in the RTBM
settlement are less than the Resource’s Offer costs. See Section 4.5.9.8 for calculation
details. Certain costs are not eligible for recovery as follows:
(a)

If the Resource operates outside of its Operating Tolerance in a Dispatch Interval,
costs associated with Energy provided in excess of the Resource’s Desired
Dispatch are not eligible for recovery in that Dispatch Interval;

(b)

If Resource is in “Manual” Control Status in a Dispatch Interval, costs associated
with Energy provided in excess of the Resource’s Desired Dispatch are not
eligible for recovery in that Dispatch Interval; and

(c)

If the Resource increases its minimum limits in a Dispatch Interval above the
minimum limits used by SPP to make the commitment decision by more than the
Resource’s Operating Tolerance, costs associated with Energy provided in excess
of the Resource’s Desired Dispatch are not eligible for recovery in that Dispatch
Interval.

Commented [MPRR101.5]: MPRR101 awaiting FERC filing

Make-Whole payments for SPP committed Resources as described in (7) above are
collected on a daily basis from Market Participants based upon their pro-rata share of the
sum of following quantities for the Operating Day as described in detail under Section
4.5.9.10:
(a)

The absolute value of the net Settlement Location deviations from DA Market
cleared amounts for load, virtual transactions and interchange transactions –
excluding deviations resulting from actual load consumption that is less than DA
Market cleared load MWh during capacity shortage condition Emergencies;

(b)

The positive difference between RTBM Resource minimum limits and DA
Market Resource cleared Energy amount, subject to exclusion if certain criteria
are met. Special rules apply if a Resource cleared regulation in real-time but did
not clear regulation in the Day-Ahead Market;
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(9)

(c)

The positive difference between the DA Market Resource cleared Energy amount
and the RTBM Resource maximum limits, subject to exclusion if certain criteria
are met. Special rules apply if a Resource cleared regulation in real-time but did
not clear regulation in the Day-Ahead Market;

(d)

A Resource’s DA Market cleared amount if that Resource is off-line in the
RTBM, subject to exclusion if certain criteria are met;

(e)

The absolute value of the difference between a Resource’s actual output and the
Resource’s Desired Dispatch quantity if Resource is in “Manual” Control Status
or is a MCR and is not in the committed configuration;

(f)

The actual Resource output for Resources that self-committed following the close
of the DA Market, subject to exclusion if certain criteria are met;

(g)

A Resource’s Desired Dispatch quantity for Resources that were committed
following the close of the DA Market if that Resource is off-line in the RTBM,
subject to exclusion if certain criteria are met; and

(h)

The absolute value of a Resource’s Uninstructed Resource Deviation if that
Resource operated outside of its Operating Tolerance, subject to exclusion if
certain criteria are met.

In addition, Resources may receive a make-whole payment related to an OOME as
described under Section 4.5.9.9, subject to certain eligibility requirements, as follows:
(a)

(b)

Commented [njp6]: MPRR101 awaiting FERC filing

Deleted: a Manual Dispatch Instruction

If the Resource is issued an OOME by SPP in any hour that creates Out Of Merit
Energy (OOME) MW in excess of the Resource’s Dispatch Instruction and the
Resource Offer costs associated with the OOME MW are greater than the Energy
revenue received for the OOME MW, the Resource will receive the difference
between the Energy Offer Curve costs associated with the OOME MW and the
OOME MW Energy revenue. The OOME MW is calculated as Max (0, or the
difference between (i) the (lesser of actual Resource output or the Resource’s
OOME MW) and (ii) the Resource’s Desired Dispatch);

Deleted: a Manual Dispatch Instruction

If the OOME is for Energy in the down direction and the RTBM LMP is greater
than the DA Market LMP, the Asset Owner will receive a credit for the difference
multiplied by the OOME MW. The OOME MW is calculated as Max (0, the
difference between (i) the Resource’s DA Market cleared Energy MW and (ii) the
(greater of actual Resource output or the Resource’s OOME MW)); and

Deleted: Manual Dispatch Instruction

Deleted: Manual Dispatch Instruction

Deleted: Manual Dispatch Instruction
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(c)

If during the period of time when an OOME is imposed, the RTBM cleared
amount of an Operating Reserve product is less than the DA Market cleared
amount of the corresponding Operating Reserve product and the RTBM MCP is
greater than the DA Market MCP, the Asset Owner will receive a credit for the
difference multiplied by the OOMOR MW. The OOMOR MW is calculated as
Max (0, the difference between the Resource’s DA Market cleared Operating
Reserve MW and the Resource’s RTBM cleared Operating Reserve MW).

Deleted: Manual Dispatch Instruction

Make-whole payments associated with OOME are collected as part of revenue neutrality uplift
as described under Section 4.5.12.

4.5.9.9

Real-Time Out-Of-Merit Amount

(1) An RTBM credit or charge 1 will be made to each Market Participant with a Resource that
passes a primary Contingency Reserve deployment test as described under Section
6.1.11.1(3)(b)(i) and/or otherwise receives an OOME from SPP or a local transmission
operator that creates a cost to the Asset Owner or that adversely impacts the Asset Owner’s
DA Market position and/or if a Market Participant must buy back its DA Market position for
any Operating Reserve product at a RTBM MCP that is greater than that product’s DA
Market MCP. Resources issued OOMEs by or at the request of a local transmission operator
in order to solve a Local Emergency Condition or a Local Reliability Issue are eligible for
out-of-merit credits as defined in this Section unless selection of the Resource by the local
transmission operator was performed in a discriminatory manner as determined by the MMU
and the Resource was an affiliated Resource; however, a manual process is employed for the
calculation of the out-of-merit credits and they will appear in the Miscellaneous Amount
charge type defined in Section 4.5.11. The cost allocation of out-of-merit credits associated
with OOMEs issued by or at the request of a local transmission operator will be determined
hourly by multiplying an Asset Owner’s RTBM actual load in the impacted Settlement Area
by a rate determined by dividing the daily sum of all out-of-merit credits applicable to the
impacted Settlement Area by the daily sum of all Asset Owners’ RTBM actual load in the
impacted Settlement Area. A manual process is also employed for these calculations and the
charges will appear in the Miscellaneous Amount charge type defined in Section 4.5.11. Out-

Deleted: a Manual Dispatch Instruction

Deleted: Manual Dispatch Instructions

Deleted: Manual Dispatch Instructions

1
Note that this charge type will almost always produce a credit. The charge is included here for the rare occasion
when a charge may be produced as a result of a data error and/or a resettlement.
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of-merit credits associated with OOMEs issued directly by SPP to address a reliability issue
other than a Local Reliability Issue will be recovered under Section 4.5.12. The amount will
be calculated on a Dispatch Interval basis under the following conditions:
(a)

(b)

(c)

Deleted: Manual Dispatch Instructions
Deleted:

If the OOME is for Energy in the up direction and the Energy Offer Curve cost
associated with the OOME MW is greater than the RTBM LMP, the Asset Owner
will receive a credit equal to the difference multiplied by the OOME MW. The
OOME MW is calculated as Max (0, or the difference between (i) (lesser of the
absolute value of the actual Resource output or the Resource’s OOME MW) and
(ii) the Resource’s Desired Dispatch);

Deleted: Manual Dispatch Instruction

If the OOME is for Energy in the down direction, including a Resource decommitment or movement of a DA Market committed MCR to a lesser
configuration and the RTBM LMP is greater than the DA Market LMP, the Asset
Owner will receive a credit for the difference multiplied by the OOME MW. The
OOME MW is calculated as Max (0, or the difference between (i) the absolute
value of the Resource’s DA Market cleared Energy MW and (ii) the (greater of
the absolute value of the actual Resource output or the Resource’s OOME MW));
and/or

Deleted: Manual Dispatch Instruction

If an OOME or a Resource de-commitment instruction or movement of a DA
Market committed MCR to a lesser configuration, causes the RTBM cleared
amount of an Operating Reserve product to be less than the DA Market cleared
amount of the corresponding Operating Reserve product and the RTBM MCP is
greater than the DA Market MCP, the Asset Owner will receive a credit for the
difference multiplied by the Out-Of-Merit-Operating Reserve (OOMOR) MW.
The OOMOR MW is calculated as Max (0, or the difference between the
Resource’s DA Market cleared Operating Reserve MW and the Resource’s
RTBM cleared Operating Reserve MW).

To the extent that additional costs are incurred as a direct result of an OOME through the
compensation mechanisms described above, Market Participants may request additional
compensation through submittal of actual cost documentation to SPP. SPP will review the
submitted documentation and confirm that the submitted information is sufficient to document
actual costs and that all or a portion of the actual costs are eligible for recovery.

Deleted: Out-Of-Merit-Energy (
Deleted: )

Deleted: Manual Dispatch Instruction

Commented [njp7]: RR112 awaiting FERC filing

Deleted: Manual Dispatch Instruction

Deleted: a
Deleted: Manual Dispatch Instruction
Deleted: for Energy or Operating Reserve,
Commented [njp10]: RR112 awaiting FERC filing

Deleted: a Manual Dispatch Instruction

The amount to each Asset Owner (AO) for each eligible Resource Settlement Location for each
Dispatch Interval is calculated as follows:
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IF RtOom5minFlg a, s, i = 1 OR ResDeCommit5minFlg a, s, i = 1 OR
RtReprice5minFlg a, s, i = 1
THEN
#RtOom5minAmt a, s, i = ( RtOomeIncr5minAmt a, s, i +
RtOomeDecr5minAmt a, s, i
+ RtOomor5minAmt a, s, i ) * (-1)
ELSE IF RtDeSelectOrFlg a, s, i = 1
THEN
#RtOom5minAmt a, s, i = RtOomor5minAmt a, s, i * (-1)
Commented [MPRR196.11]: MPRR196 Awaiting FERC
filing

ELSE
#RtOom5minAmt a, s, i = 0
Where,
(a)

RtOomeIncr5minAmt a, s, i =
Max ( 0, Max ( 0, RtOomeIncrEn5minAmt a, s, i –
RtOomeDesiredEn5minAmt a, s, i ) Max (0, Min (Min (0, RtBillMtr5minQty a, s, i ) * (-1),
RtAvgSetpoint5minQty a, s, i ) - RtOomeDesiredEn5minQty a, s, i )
* Max( 0, RtLmp5minPrc

(a.1)

s, i

) ) / 12

#RtOomeIncrEn5minAmt a, s, i =

y

∫ RTBM As Dispatched Energy Offer Curve
x

Where:
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X = 0 Y = Min ( Min ( 0, RtBillMtr5minQty a, s, i ) * (-1),
RtAvgSetpoint5minQty a, s, i )
(a.2) #RtOomeDesiredEn5minAmt a, s, i =
y

∫ RTBM As Dispatched Energy Offer Curve
x

Where:
X = 0 Y = RtOomeDesiredEn5minQty a, s, i
(b)

RtOomeDecr5minAmt a, s, i =
Max (0, (-1) * Max (Min ( 0, RtBillMtr5minQty
RtAvgSetpoint5minQty a, s, i ) - DaClrdHrlyQty a, s, h )
* Max ( 0, RtLmp5minPrc

(c)

s, i

- DaLmpHrlyPrc

s, h

a, s, i

) * (-1),

) / 12

IF RtOom5minFlg a, s, i = 1 OR ResDeCommit5minFlg a, s, i = 1 OR
RtReprice5minFlg a, s, i = 1
Commented [MPRR196.12]: MPRR196 Awaiting FERC
filing

THEN
RtOomor5minAmt a, s, i =

∑

[ ( Max (0,

z

∑ DaRegUpHrlyQty a, z, s, h

* Max ( 0, RtRegUpMcp5minPrc
+ ( Max (0,

- RtRegUp5minQty a, z, s, i )

z

z, i

- DaRegUpMcpHrlyPrc

∑ DaRegDnHrlyQty a, z, s, h

z, h

))

- RtRegDn5minQty a, z, s, i )

z

* Max ( 0, RtRegDnMcp5minPrc
+ ( Max (0,

z, i

∑ DaSpinHrlyQty a, z, s, h

- DaRegDnMcpHrlyPrc

z, h

))

- RtSpin5minQty a, z, s, i )

z
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* Max ( 0, RtSpinMcp5minPrc
+ ( Max (0,

- DaSpinMcpHrlyPrc z, h ) )

z, i

∑ DaSuppHrlyQty a, z, s, h

- RtSupp5minQty a, z, s, i )

z

* Max ( 0, RtSuppMcp5minPrc

z, i

- DaSuppMcpHrlyPrc

z, h

) ) ] / 12

ELSE IF RtDeSelectOrFlg a, s, i = 1
THEN
RtOomor5minAmt a, s, i =

∑

[ (( Max (0,

z

∑ DaRegUpHrlyQty a, z, s, h

- RtRegUp5minQty a, z, s, i )

z

* Max ( 0, RtRegUpMcp5minPrc

z, i

- DaRegUpMcpHrlyPrc

z, h

))

* RtDeSelectRegUpFlg a, s, i )
+ (( Max (0,

∑ DaRegDnHrlyQty a, z, s, h

- RtRegDn5minQty a, z, s, i )

z

* Max ( 0, RtRegDnMcp5minPrc

z, i

- DaRegDnMcpHrlyPrc

z, h

))

* RtDeSelectRegDnFlg a, s, i )
+ (( Max (0,

∑ DaSpinHrlyQty a, z, s, h

- RtSpin5minQty a, z, s, i )

z

* Max ( 0, RtSpinMcp5minPrc
* RtDeSelectSpinFlg
+ (( Max (0,

a, s, i

z, i

- DaSpinMcpHrlyPrc z, h ) )

)

∑ DaSuppHrlyQty a, z, s, h

- RtSupp5minQty a, z, s, i )

z

* Max ( 0, RtSuppMcp5minPrc

z, i

- DaSuppMcpHrlyPrc

z, h

))
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* RtDeSelectSuppFlg

a, s, i

Commented [MPRR196.13]: MPRR196 Awaiting FERC
filing

)] / 12

(2) For each Asset Owner, an hourly amount is calculated at each Settlement Location. The
hourly amount is calculated as follows:

∑

RtOomHrlyAmt a, s, h =

RtOom5minAmt a, s, i

i

(3) For each Asset Owner, a daily amount is calculated at each Settlement Location. The daily
credit amount is calculated as follows:

∑

RtOomDlyAmt a, s, d =

RtOomHrlyAmt a, s, h

h

(4) For each Asset Owner associated with Market Participant m, a daily amount is calculated.
The daily amount is calculated as follows:
RtOomAoAmt a, m, d =

∑

RtOomDlyAmt a, s, d

s

(5) For each Market Participant, a daily amount is calculated representing the sum of Asset
Owner amounts associated with that Market Participant. The daily amount is calculated as
follows:
RtOomMpAmt m, d =

∑

RtOomAoAmt a, m, d

a

(6) For FERC Electric Quarterly Reporting (“EQR”) purposes, SPP calculates Real-Time Outof-Merit Energy and Operating Reserve $ per Dispatch Interval for each Asset Owner as
follows:
(a)

#EqrRtOom5minPrc a, s, i = (-1) * RtOom5minAmt a, s, i

(b)

IF #EqrRtOom5minPrc

a, s, i

>0

THEN
#EqrRtOom5minQty a, s, i = 1
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The above variables are defined as follows:
Variable

Unit

Settlement
Interval

RtOom5minAmt a, s, i

$

Dispatch
Interval

RtOomeIncr5minAmt a, s, i

$

Dispatch
Interval

RtOomeDecr5minAmt a, s, i

$

Dispatch
Interval

ResDeCommit5minFlg a, s, i

None

Dispatch
Interval

RtOom5minFlg a, s, i

None

Dispatch
Interval

RtReprice5minFlg a, s, i

None

Dispatch
Interval

RtDeSelectOrFlg

None

Dispatch
Interval

$

Dispatch
Interval

a, s, i

RtOomor5minAmt a, s, i

Definition

Real-Time Out-Of-Merit Make-Whole-Payment Amount per AO per
Settlement Location per Dispatch Interval - The amount to AO a for
eligible Resource Settlement Location s in Dispatch Interval i for OutOf-Merit Energy and Operating Reserve resulting from an
OOME.
Deleted:
SPP Manual Dispatch Instruction
Real-Time Out-Of-Merit Incremental Energy Make-Whole-Payment
Amount per AO per Settlement Location per Dispatch Interval - The
portion of AO a’s RtOome5minAmt a, s, i amount for eligible Resource
Settlement Location s in Dispatch Interval i for Out-Of-Merit Energy
resulting from an OOME in the up direction.
Deleted: SPP manual Dispatch Instruction
Real-Time Out-Of-Merit Decremental Energy Make-Whole-Payment
Amount per AO per Settlement Location per Dispatch Interval - The
portion of AO a’s RtOome5minAmt a, s, i amount for eligible Resource
Settlement Location s in Dispatch Interval i for Out-Of-Merit Energy
resulting from an OOME in the down direction.
Deleted: SPP manual Dispatch Instruction
Resource De-Commitment Flag per AO per Dispatch Interval per
Settlement Location – The value as described under Section 4.5.9.10.
Real-Time Out-of-Merit Flag per AO per Settlement Location per
Dispatch Interval – A flag that is set equal to 1 when anDeleted:
OOMESPP
is issues a Manual Dispatch Instruction
issued, otherwise, this flag is set equal to zero.
Real-Time Repricing Flag per AO per Settlement Location per Dispatch
Interval – A flag that is set equal to 1 whenever there is a price
correction event as described under Section 6.6.1, otherwise, this flag is
set equal to zero.
Real-Time Deselect Operating Reverse Flag per AO per Settlement
Location per Dispatch Interval – A flag that is set equal Deleted:
to 1 whenever
a Manual Dispatch Instruction
an OOME is issued to deselect a Resource for OperatingDeleted:
Reservesent
that
was cleared in the Day-Ahead Market, otherwise, this flag is set equal to
zero.
Commented [MPRR196.14]: MPRR196 Awaiting FERC
filing
Real-Time Out-Of-Merit Operating Reserve Make-Whole-Payment
Amount per AO per Settlement Location per Dispatch Interval - The
portion of AO a’s RtOome5minAmt a, s, i attributable to buying back a
DA Market Operating Reserve position in the RTBM at a RTBM MCP
that is greater than the corresponding DA Market MCP. This should not
be a normal occurrence but could happen as a result of price corrections
as described under Section 6.6.1.
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Variable

Unit

Settlement
Interval

MW

Dispatch
Interval

$

Dispatch
Interval

$

Dispatch
Interval

RtAvgSetPoint5minQty a, s, i

MW

Dispatch
Interval

RtBillMtr5minQty

MW

Dispatch
Interval

RtLmp5minPrc s, i

$/MW

DaClrdHrlyQty

MWh

Dispatch
Interval
Hour

RtOomeDesiredEn5minQty a, s, i

RtOomeIncrEn5minAmt

a, s, i

RtOomeDesiredEn5minAmt a, s, i

a, s, i

a, s, h

DaRegUpHrlyQty

a, z, s, h

MW

Hour

DaRegDnHrlyQty

a, z, s, h

MW

Hour

DaSpinHrlyQty a, z, s, h

MW

Hour

DaSuppHrlyQty

MW

Hour

a, z, s, h

Definition

Real-Time OOME Desired Dispatch Quantity per AO per Settlement
Location per Dispatch Interval – The Desired Dispatch MW for AO a’s
eligible Resource for Dispatch Interval i at RtLmp5minPrc s, i as
calculated from the Resource’s As Dispatched Energy Offer Curve
using the As-Dispatched Minimum Capacity Limit (Economic or
Regulating, as applicable) in place prior to the issuance of
the OOME
Deleted:
Manualas
Dispatch Instruction
an output floor and the As-Dispatched Maximum Capacity Limit
(Economic or Regulating, as applicable) in place prior to the issuance of
the OOME as an output ceiling.
Deleted: Manual Dispatch Instruction
Real-Time OOME Incremental Energy Cost Amount per AO per
Settlement Location per Dispatch Interval - The average incremental
energy offer cost, in dollars, associated with AO a’s eligible Resource at
Settlement Location s for Dispatch Interval i as calculated from the
Resource’s As Dispatched Energy Offer Curve from 0 MW to the lesser
of the OOME MW or RtBillMtr5minQty a, s, i .
Deleted: Manual Dispatch Instruction
Real-Time OOME Energy Cost at Desired Dispatch Quantity per AO
per Settlement Location per Dispatch Interval - The average incremental
energy offer cost, in dollars, associated with AO a’s eligible Resource at
Settlement Location s for Dispatch Interval i as calculated from the
Resource’s As Dispatched Energy Offer Curve from 0 MW to
RtOomeDesiredEn5minQty a, s, i .
Real-Time Average Setpoint Instruction MW per AO per Settlement
Location per Dispatch Interval – The value described under Section
4.5.9.8 except that when RtOom5minFlg a, s, i is set to 1,
RtAvgSetPoint5minQty a, s, i is set equal to the OOMEDeleted:
MW. Manual Dispatch Instruction
Real-Time Actual Meter Quantity per AO per Location per Dispatch
Interval - The value defined under Section 4.5.9.1 for Dispatch Interval
i.
Real-Time LMP - The value defined under Section 4.5.9.1 at Settlement
Location s for Dispatch Interval i.
Day-Ahead Cleared Energy Quantity per AO per Settlement Location
per Hour in the DA Market – The value described under Section 4.5.8.1.
Day-Ahead Operational Regulation-Up Service QuantityCommented
per AO per[MPRR215.15]: MPRR215 Awaiting FERC
Filingdescribed
Settlement Location per Hour in the DA Market– The value
under Section 4.5.8.4.
Day-Ahead Regulation-Down Service Quantity per AO per Settlement
Location per Hour in the DA Market– The value described under Section
4.5.8.5.
Day-Ahead Spinning Reserve Quantity per AO per Settlement Location
per Hour in the DA Market– The value described under Section 4.5.8.6.
Day-Ahead Supplemental Reserve Quantity per AO per Settlement
Location per Hour in the DA Market– The value described under Section
4.5.8.7.
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Variable

Unit

Settlement
Interval

RtRegUp5minQty

a, z, s, i

MW

Dispatch
Interval

RtRegDn5minQty

a, z, s, i

MW

Dispatch
Interval

MW

Dispatch
Interval

MW

Dispatch
Interval

DaRegUpMcpHrlyPrc z, h

$/MW

Hour

RtDeSelectRegUpFlg a, s, i

None

Dispatch
Interval

DaRegDnMcpHrlyPrc z, h

$/MW

Hour

RtDeSelectRegDnFlg a, s, i

None

Dispatch
Interval

DaSpinMcpHrlyPrc z, h

$/MW

Hour

RtDeSelectSpinFlg a, s, i

None

Dispatch
Interval

DaSuppMcpHrlyPrc z, h

$/MW

Hour

RtDeSelectSuppFlg a, s, i

None

Dispatch
Interval

RtSpin5minQty

RtSupp5minQty

a, z, s, i

a, z, s, i

Definition
Real-Time Operational Regulation-Up Service QuantityCommented
per AO per[MPRR215.16]: MPRR215 Awaiting FERC
Settlement Location per Dispatch Interval in the RTBM–Filing
The value
described under Section 4.5.9.4.
Real-Time Regulation-Down Service Quantity per AO per Settlement
Location per Dispatch Interval in the RTBM– The value described under
Section 4.5.9.5.
Real-Time Spinning Reserve Quantity per AO per Settlement Location
per Dispatch Interval in the RTBM– The value described under Section
4.5.9.6.
Real-Time Supplemental Reserve Quantity per AO per Settlement
Location per Dispatch Interval in the RTBM– The value described under
Section 4.5.9.7.
Day-Ahead Regulation-Up Service Market Clearing Price per Settlement
Location per Hour in the DA Market– The value described under Section
4.5.8.4.
Real-Time Deselect Regulation-Up Service Flag per AO per Settlement
Location per Dispatch Interval – A flag that is set equal Deleted:
to 1 whenever
a Manual Dispatch Instruction
an OOME is sent to deselect a Resource for Regulation-Up Service that
was cleared in the Day-Ahead Market, otherwise, this flag is set equal to
zero.
Commented [MPRR196.17]: MPRR196 Awaiting FERC
filing
Day-Ahead Regulation-Down Service Market Clearing Price per
Settlement Location per Hour in the DA Market– The value described
under Section 4.5.8.5.
Real-Time Deselect Regulation-Down Service Flag per AO per
Settlement Location per Dispatch Interval – A flag that is set equal to 1
whenever an OOME is sent to deselect a Resource for Regulation-Down
Deleted: a Manual Dispatch Instruction
Service that was cleared in the Day-Ahead Market, otherwise, this flag is
set equal to zero.
Commented [MPRR196.18]: MPRR196 Awaiting FERC
filing
Day-Ahead Spinning Reserve Market Clearing Price per Settlement
Location per Hour in the DA Market– The value described under Section
4.5.8.6.
Real-Time Deselect Spinning Reserve Flag per AO per Settlement
Location per Dispatch Interval – A flag that is set equal Deleted:
to 1 whenever
a Manual Dispatch Instruction
an OOME is sent to deselect a Resource for Spinning Reserve that was
cleared in the Day-Ahead Market, otherwise, this flag is set equal to
zero.
Commented [MPRR196.19]: MPRR196 Awaiting FERC
filing
Day-Ahead Supplemental Reserve Market Clearing Price per Settlement
Location per Hour in the DA Market– The value described under Section
4.5.8.7.
Real-Time Deselect Supplemental Reverse Flag per AO per Settlement
Location per Dispatch Interval – A flag that is set equal Deleted:
to 1 whenever
a Manual Dispatch Instruction
an OOME is sent to deselect a Resource for Supplemental Reserve that
was cleared in the Day-Ahead Market, otherwise, this flag is set equal to
zero.
Commented [MPRR196.20]: MPRR196 Awaiting FERC
filing
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Variable

Unit

Settlement
Interval

RtRegUpMcp5minPrc z, i

$/MW

Dispatch
Interval

RtRegDnMcp5minPrc z, i

$/MW

Dispatch
Interval

RtSpinMcp5minPrc z, i

$/MW

Dispatch
Interval

RtSuppMcp5minPrc z, i

$/MW

Dispatch
Interval

$

Hour

RtOomHrlyAmt

a, s, h

RtOomDlyAmt

a, s, d

$

Operating
Day

RtOomAoAmt

a, m, d

$

Operating
Day

RtOomMpAmt

m, d

$

Operating
Day

$

Dispatch
Interval

MWh

Dispatch
Interval

none
none
none
none
none
none

none
none
none
none
none
none

EqrRtOom5minPrc a, s, i

EqrRtOom5minQty

a
s
i
h
d
m

a, s, i

Definition

Real-Time Regulation-Up Service Market Clearing Price per Settlement
Location per Dispatch Interval in the RTBM– The value described under
Section 4.5.9.4.
Real-Time Regulation-Down Service Market Clearing Price per
Settlement Location per Dispatch Interval in the RTBM– The value
described under Section 4.5.9.5.
Real-Time Spinning Reserve Market Clearing Price per Settlement
Location per Dispatch Interval in the RTBM– The value described under
Section 4.5.9.6.
Real-Time Supplemental Reserve Market Clearing Price per Settlement
Location per Dispatch Interval in the RTBM– The value described under
Section 4.5.9.7.
Real-Time Out-Of-Merit Make-Whole-Payment Amount per AO per
Settlement Location per Hour - The amount to AO a for eligible
Resource Settlement Location s in Hour h for Out-Of-Merit Energy and
Operating Reserve resulting from an OOME.
Deleted: SPP Manual Dispatch Instruction
Real-Time Out-Of-Merit Make-Whole-Payment Amount per AO per
Settlement Location per Operating Day - The amount to AO a for
eligible Resource Settlement Location s in Operating Day d for Out-OfMerit Energy and Operating Reserve resulting from an OOME.
Deleted: SPP Manual Dispatch Instruction
Real-Time Out-Of-Merit Make-Whole-Payment Amount per AO per
Operating Day - The amount to AO a associated with Market Participant
m in Operating Day d for Out-Of-Merit Energy and Operating Reserve
resulting from an OOME.
Deleted: SPP Manual Dispatch Instruction
Real-Time Out-Of-Merit Make-Whole-Payment Amount per MP per
Operating Day - The amount to MP m in Operating Day d for Out-OfMerit Energy and Operating Reserve resulting from an OOME.
Deleted: SPP Manual Dispatch Instruction
Real-Time Electric Quarterly Reporting Out-of-Merit Make-WholePayment Amount per AO per Settlement Location per Dispatch Interval The Out-of-Merit make-whole amount to AO a for Dispatch Interval i at
Resource Settlement Location s for use by AO a in reporting such makewhole-payments to FERC in accordance with FERC EQR requirements.
Real-Time Electric Quarterly Reporting Out-of-Merit Make-WholePayment Quantity per AO per Settlement Location per Dispatch Interval
– This value is set equal to 1 if EqrRtOom5minPrc a, s, i > 0 for use by
AO a in reporting such make-whole-payments to FERC in accordance
with FERC EQR requirements..
An Asset Owner.
A Settlement Location.
A Dispatch Interval.
An Hour.
An Operating Day.
A Market Participant.
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6.1.11.1

Spin Qualified Resources

There are no specific testing requirements for a Resource to become a Spin Qualified Resource. A
Market Participant will self-certify that its Resource is capable of deploying Spinning Reserve or on-line
Supplemental Reserve during the registration process. In such case, that Resource will become a Spin
Qualified Resource. However, in order to verify that any cleared Spinning Reserve or on-line
Supplemental Reserve is capable of being deployed, SPP may perform on-line Contingency Reserve
deployment tests as follows:
(1)

SPP will issue an Out-Of-Merit-Energy instruction to the Resource to get a stable dispatch prior
to the start of the test;

(2)

SPP will modify the Out-Of-Merit-Energy instruction to the Resource being tested as follows:

(3)

(a)

If this is a random on-line Contingency Reserve deployment test, SPP will issue an Out-OfMerit-Energy instruction equal to the amount of online Contingency Reserve cleared on
the Resource.

(b)

If this is a retest requested by a Market Participant, SPP will issue an Out-Of-Merit-Energy
instruction equal to the amount of online Contingency Reserve available to be cleared on
the Resource without the cap enforced as a result of the previously failed test.

Simultaneously with the beginning and end of the on-line Contingency Reserve deployment test
(which will span a period equivalent to the Contingency Reserve Deployment Period), SPP will
take a snapshot of the Resource MW output. The difference between the Resource MW output
at the end of the test and the Resource MW output at the beginning of the test will be equal to the
Resource response.
(a)

SPP will communicate the results of the test to the Market Participant associated with the
affected Asset Owner no later than 60 minutes following the end of the test.

(b)

If the Resource response is greater than or equal to 75% of the MW specified in the
deployment instruction, the Resource has passed the test, and the Out-Of-Merit-Energy
instruction and any previous online Contingency Reserve caps will be released.
(i)

For settlement purposes, this instruction shall be considered an OOME and the
Resource will be eligible for compensation for Out-Of-Merit-Energy as described
under Section 4.5.9.9.

(ii)

If this test was a retest requested by the Market Participant as described under (c)
below, the Resource will not be eligible for compensation for Out-Of-MeritEnergy as described under Section 4.5.9.9.

Deleted: a Manual Dispatch Instruction

Page 34 of 50

330 of 637

(c)

If the Resource response is less than 75% of the MW specified in the deployment
instruction, the Resource has failed the test and the following actions will be taken:
(i)

The Resource will not be eligible for compensation for Out-Of-Merit-Energy as
described under Section 4.5.9.9;

(ii)

SPP will cap the amount on-line Contingency Reserve available to be cleared on
that Resource to the Resource response observed in the test or zero, whichever is
larger, until such time that the Resource requests and passes a retest;

(iii) The Market Participant that registered the Resource must obtain SPP approval
regarding the timing of the retest;
(iv) The Out-Of-Merit-Energy instruction will be released.

6.1.2

Energy Production Prior to Completion of Market Registration

Market Participants and associated Asset Owners will be allowed to generate energy prior to the
effective date of a submitted market registration packet under the following conditions:
(1)

The Market Participant, or its agent, has submitted a completed registration packet so that the
Resource will be registered and recognized in the SPP market systems on the next model update;

(2)

If real-time data is not being provided via telemetry to SPP BA, the Market Participant or its
agent shall provide hourly updates of current output and expected output for each 5-minute
interval of the upcoming hour. The actual five (5) minute output for the previous hour shall also
be provided;

(3)

If the energy production is expected to contribute to any real-time reliability issues on the
transmission grid, interruption must occur within 15 minutes of coordination with the SPP BA;

(4)

Energy shall be limited to a maximum of 10 MW, or a greater amount agreed to by the SPP
Balancing Authority and interconnect Transmission Owner;

(5)

Energy generated under these provisions will not be settled in the SPP. SPP will not be
responsible for making any compensation to the generation owner or any Market Participant for
the energy produced.

Deleted: upon directive from

SPP Tariff (OATT)
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Attachment AE
1.1

Definitions and Acronyms

Out of Merit Energy (OOME)
A Dispatch Instruction from the Transmission Provider to address an Emergency Condition or reliability

Deleted: Manual Dispatch Instruction¶
A Dispatch Instruction that originates from SPP outside of the
normal Real-Time Balancing Market security constrained economic
dispatch solution to address a system reliability condition.¶

issue that the market systems cannot resolve or from a local transmission operator to address a Local
Emergency Conditions.

4.1.2.4

Dispatchable Variable Energy Resource
Each Market Participant may submit Resource Offers for Dispatchable Variable
Energy Resources using the same Offer parameters available to any other Resource,
except that:
(1)

The minimum operating limits specified in the Resource Offer must be equal to
zero;

(2)

The maximum operating limits for use in the Day-Ahead RUC and the Intra-Day
RUC shall be calculated by the Transmission Provider as equal to the lesser of the
maximum operating limits submitted in the Resource Offer or the Transmission
Provider’s output forecast for that Resource to the extent that such output forecast
is available;
a)

Dispatchable Variable Energy Resources for which the Transmission
Provider is calculating an output forecast are not eligible to receive RUC
make whole payments as described under Section 8.6.5 of this Attachment
AE.

(3)

For the purposes of issuing Dispatch Instructions to Resources as described under
Section 4.1.2.4(6) of this Attachment AE, Dispatchable Variable Energy
Resources with a maximum capability of less than two-hundred (200) MWs,
submitted ramp rates multiplied by five (5) cannot exceed forty (40) MWs;

(4)

For the purposes of issuing Dispatch Instructions to Resources as described under
Section 4.1.2.4(6) of this Attachment AE, Dispatchable Variable Energy
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Resources with a maximum capability of greater than or equal to two-hundred
(200) MWs, submitted ramp rates multiplied by five (5) cannot exceed twenty
percent (20%) of the maximum capability;
(5)

For the RTBM, during times when the Transmission Provider issues a Dispatch
Instruction to a Dispatchable Variable Energy Resource to reduce output, the
Resource’s Setpoint Instruction shall be equal to the sum of the Resource’s
Dispatch Instruction and any Regulation-Down deployment, even if the Market
Participant has indicated that the Resource is not dispatchable;

(6)

For the RTBM, during times when the Transmission Provider issues a Dispatch
Instruction to a Dispatchable Variable Energy Resource to increase output in
Dispatch Intervals immediately following a Dispatch Interval in which a Dispatch
Instruction was issued to reduce output as described in Section 4.1.2.4(5) of this
Attachment AE, the Transmission Provider shall calculate the Resource maximum
operating limit to be equal to:
(a)

The lesser of the maximum operating limits submitted in the Resource
Offer or the Transmission Provider’s Dispatchable Variable Energy
Resource output forecast for that Resource to the extent the such forecast
is available, except that, the Transmission Provider’s output forecast for
the Resource shall be used for the maximum operating limits when: (i)
maximum operating limits have not been submitted; (ii) the maximum
operating limits submitted in the Resource Offer are more than thirty (30)
minutes old; or (iii) the maximum operating limits submitted in the
Resource Offer exceed the maximum physical rating of the Resource as
stated during market registration; or

(b)

The maximum operating limits submitted in the Resource Offer if the
Transmission Provider’s Dispatchable Variable Energy Resource output
forecast for that Resource is not available.

The Transmission Provider shall continue to calculate such maximum operating
limits for each subsequent Dispatch Interval until the maximum operating limit is
equal to the lesser of the Transmission Provider’s Dispatchable Variable Energy
Resource output forecast for that Resource or the maximum operating limit
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submitted in the Resource Offer, after which, the Dispatchable Variable Energy
Resource’s maximum operating limit shall be calculated as described in Section
4.1.2.4(7) of this Attachment AE.
(7)

For the RTBM, during times other than those times described under Section
4.1.2.4(6) of this Attachment AE, the Resource’s maximum operating limit for
use in the current Dispatch Interval shall be equal to the Resource’s actual output
at the start of the Dispatch Interval and the ramping restrictions described under
Sections 4.1.2.4(3) and (4) of this Attachment AE shall not apply.

(8)

Dispatchable Variable Energy Resources may also receive an OOME according to
the rules in Section 6.2.4 of this Attachment AE.

4.1.2.5

Non-Dispatchable Variable Energy Resource
Each Market Participant may submit Resource Offers for Non-Dispatchable
Variable Energy Resources using the same Offer parameters available to any other
Resource, except that
(1)

The minimum operating limits specified in the Resource Offer must be equal to
zero;

(2)

For the RTBM, the Resource’s Energy Offer Curve shall not apply;

(3)

For the RTBM, the Resource’s Dispatch Instruction shall be equal to the
Resource’s actual output at the start of the Dispatch Interval and the Resources
must operate as non-dispatchable;

(4)

Resource Energy Offer Curve prices shall be assumed equal to zero (0) for the
purposes of calculating production costs relating to RUC make whole payments
and cost allocation thereof under Sections 8.6.5 and 8.6.7 of this Attachment AE;

(5)

(6)

An OOME may be issued to a Non-Dispatchable Variable Energy Resource. In

Deleted: For the RTBM, during times when it is necessary
to issue a Manual Dispatch Instruction

addition, the Transmission Provider will issue the dispatch instruction to the

Deleted: to

Resource in accordance with Section 6.2.4 of this Attachment AE; and

Deleted: resolve

The maximum operating limits for use in the Day-Ahead RUC and the Intra-Day
RUC shall be calculated by the Transmission Provider as equal to the lesser of the

Deleted: an Emergency Condition or reliability issue
Deleted: , the Transmission Provider will direct the
Resource to a specified MW output

maximum operating limits submitted in the Resource Offer or the Transmission
Provider’s output forecast for that Resource to the extent that such output forecast
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is available, otherwise the maximum operating limits shall be equal to those
submitted in the Resource Offer;
(a)

Non-Dispatchable Variable Energy Resources for which the Transmission
Provider is calculating an output forecast are not eligible to receive RUC
make whole payments as described under Section 8.6.5 of this Attachment
AE.

6.1.2

Intra-Day Reliability Unit Commitment Execution
Using the inputs described in Section 6.1.1, the Transmission Provider will perform a
capacity adequacy analysis using the SCUC algorithm with the objective of committing
Resources to meet the Transmission Provider’s load forecast, Export Interchange Transactions,
Head-room requirements, Floor-room requirements, and Operating Reserve requirements less
Import Interchange Transactions over the Operating Day such that commitment costs are
minimized while adhering to Transmission System security constraints and the resource
operating parameter constraints submitted as part of the RTBM Offers.
(1)

Commitment costs used in the SCUC are defined as Start-Up Offer, No-Load Offer and
incremental cost to operate at minimum output as defined on the submitted Energy Offer
Curve. Incremental Energy costs above minimum output and Operating Reserve Offers
are not considered by the SCUC in making commitment decisions.

(2)

The SCUC algorithm will initially consider commitment of Resources not specified for
reliability only use as described in Section 4.1(10)(c) of this Attachment AE, only
including capacity up to the Resources’ Maximum Economic Capacity Operating Limits
(or Maximum Regulation Capacity Operating Limits if selected for Regulation-Up
Service and/or Regulation-Down Service) and down to the Resources’ Minimum
Economic Capacity Operating Limits (or Minimum Regulation Capacity Operating
Limits if selected for Regulation-Down and/or Regulation-Up).
(a)

If this capacity plus Import Interchange Transactions is not sufficient on a systemwide basis to meet the Transmission Provider’s load forecast, Export Interchange
Transactions, Head-room requirements, and Operating Reserve requirements, the
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SCUC algorithm will, in priority order: (1) Curtail non-firm fixed Export
Interchange Transaction Bids until the capacity shortage is eliminated; and (2)
Incorporate capacity up to Resources’ Maximum Emergency Capacity Operating
Limits and/or commit Resources designated as reliability only use, as described in
Section 4.1(10)(c) of this Attachment AE, on an economic basis until the capacity
shortage is eliminated while attempting to maintain the Regulation-Up
requirement.
(b)

If there is a system-wide capacity surplus calculated as the sum of self-committed
capacity at minimum output, fixed Import Interchange Transactions, Floor-room
requirements, and the Regulation-Down requirements that is in excess of the sum
of the Transmission Provider load forecast and fixed Export Interchange
Transaction, the Day-Ahead Market SCUC algorithm will, in priority order: (1)
Curtail non-firm fixed Import Interchange Transaction Offers until the capacity
surplus is eliminated; (2) Incorporate capacity down to Resources’ Minimum
Emergency Capacity Operating Limits until the capacity surplus is eliminated
while attempting to maintain the Regulation-Down requirement; (3) De-commit
Resources that were committed by the Transmission Provider in the Day-Ahead
Market that were not self-committed until the capacity surplus is eliminated; and
(4) De-commit self-committed Resources until the capacity surplus is eliminated.

(3)

To the extent that a particular reliability issue impacting only the Transmission System
cannot be directly addressed within the SCUC algorithm and is not a Local Reliability
Issue, the Transmission Provider may manually commit Resources and/or decommit
Resources, including self-committed Resources to alleviate such Transmission System
reliability issues. Such manual commitments shall be selected by the Transmission
Provider in a non-discriminatory manner, which will be verified by the Market Monitor
through the process described under Section 6.1.2.1 of this Attachment AE. The
Transmission Provider shall ensure that commitment costs are minimized while adhering
to Transmission System security constraints and the Resource operating parameter
constraints submitted as part of the RTBM Offers. The recovery the of compensation
paid by the Transmission Provider for such committed Resources under Section 8.6.5 of
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this Attachment AE shall be collected by the Transmission Provider regionally as
described under Section 8.6.7(A) of this Attachment AE.
(4)

A Local Reliability Issue may arise during the Intra-Day Reliability Unit Commitment
Process. Such Local Reliability Issue may require manual commitment or decommitment
to be issued by the Transmission Provider to one or more Resources to resolve the Local

Deleted: out of merit
Deleted: ,
Deleted: , or dispatch instructions

Reliability Issue. Time permitting, the local transmission operator shall request the
Transmission Provider to issue such instructions and any commitment by the
Transmission Provider shall be selected by the Transmission Provider in a nondiscriminatory manner, which will be verified by the Market Monitor through the process
described under Section 6.1.2.1 of this Attachment AE.

To the extent that the

Transmission Provider issues instructions to a Resource at the request of a local
transmission operator to resolve a Local Reliability Issue, the Resource shall be eligible
for compensation in the same manner as any other Resource. The recovery of the
compensation paid by the Transmission Provider for such committed Resources under
Section 8.6.5 of this Attachment AE shall be collected by the Transmission Provider
locally as described under Section 8.6.7(B) of this Attachment AE. To the extent time
does not permit, the local transmission operator may issue such instructions to the
Resource if the Local Reliability Issue is a Local Emergency Condition. In such cases,
the following shall take place:
(a)

If initial instructions are issued by a local transmission operator, the transmission
operator shall notify the Transmission Provider of the instructions given to the
Resource.

(b)

The transmission operator and Transmission Provider will coordinate to ensure
subsequent instructions are provided by the Transmission Provider.

(c)

The transmission operator shall log such instructions, and shall notify the
Transmission Provider of such action. The Transmission Provider shall log such
instructions as manual commitment or decommitment, as appropriate, as if it gave
such instruction to the Resource.

(d)

Deleted: ,
Deleted: , or OOME Dispatch instruction

The Resource shall be eligible to receive the compensation for such instructions in
the same manner as if it had been committed by the Transmission Provider;
except that if the Market Monitor determines that the Resource selected in
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response to such instructions was selected in a discriminatory manner and the
Resource was affiliated with the local transmission operator, such Resource shall
not be eligible to receive compensation under Section 8.6.5 of this Attachment
AE. Such determination shall be made by the Market Monitor using the standards
and procedures set forth in Section 6.1.2.1 of this Attachment AE. Recovery of
any compensation shall be collected by the Transmission Provider locally as
described under Section 8.6.7(B) of this Attachment AE.
(e)

The Transmission Provider, local transmission operator, and Resource owners
shall develop operating guides to be applied to manual commitments made by the
Transmission Provider including such commitments made at the request of the
local transmission operator or manual commitments made by the local
transmission operator during a Local Emergency Condition to relieve known and
recurring Local Reliability Issues in the Day-Ahead RUC. Such Resources will
be compensated in the same manner as any other Resource. The recovery of the
compensation paid by the Transmission Provider under Section 8.6.5 of this
Attachment AE shall be collected by the Transmission Provider locally as
described under Section 8.6.7(B) of this Attachment AE.

6.1.2.1 Determination of Non-Discriminatory Manual Resource Selection
The Market Monitor shall verify that the process used by the Transmission
Provider and local transmission operator to manually select Resources in response to a
reliability issue was performed in a non-discriminatory manner. Such verification shall
be performed as follows:
(i)

The Market Monitor’s evaluation of whether the Transmission Provider’s
selection process was non-discriminatory shall consider the cost, any affiliation
with selected Resources, resource operating parameters, availability of nonselected Resources relative to the selected Resources and any prior instances
where the Transmission Provider manually committed Resources to resolve the
same reliability issue. The Transmission Provider’s manual commitment of a
Resource to resolve a reliability issue shall be considered non-discriminatory if
the Resource selection was made without regard to ownership and the selected
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Resource effectively and economically mitigated the reliability issue, as verified
by the Market Monitor.
(ii)

The Market Monitor’s evaluation of whether the local transmission operator’s
selection process was non-discriminatory shall consider the cost, any affiliation
with selected Resources, resource operating parameters, availability of nonselected Resources relative to the selected Resources and any prior instances
where the local transmission operator committed Resources to resolve the same
Local Emergency Condition. The manual commitment of a Resource by a local
transmission operator to resolve a Local Emergency Condition shall be considered
non-discriminatory if the Resource selection was made without regard to
ownership and the selected Resource effectively mitigated the Local Emergency
Condition, as verified by the Market Monitor.

(iii)

The Market Monitor shall obtain the necessary information to perform the
verification from submitted Resource Offer parameters (cost, operating
parameters,

availability of

non-selected

Resources), Market

Participant

registration (Resource ownership, affiliation), and the Transmission Provider
and/or local transmission operator (prior commitments, other Resources
considered to resolve the reliability issue or Local Emergency Condition). The
Market Monitor shall perform such verification as soon as the necessary
information is available, but by no later than the day on which final Settlement
Statements are issued for the Operating Day in which the manual commitment
occurred, as set forth in Section 8.0 and 10.1 of Attachment AE of this Tariff.
(iv)

When the Market Monitor determines that a Resource may have been selected in
a discriminatory manner pursuant to this Section 6.1.2.1, the Market Monitor shall
report such suspected discrimination to the Commission’s Office of Enforcement
or successor organization promptly upon completing the verification set forth in
this Section 6.1.2.1, and the Transmission Provider shall notify the local
transmission operator of the best practice should the situation arise again.

6.1.2.1 Determination of Non-Discriminatory Manual Resource Selection
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The Market Monitor shall verify that the process used by the Transmission
Provider and local transmission operator to manually select Resources in response to a
reliability issue was performed in a non-discriminatory manner. Such verification shall
be performed as follows:
(i)

The Market Monitor’s evaluation of whether the Transmission Provider’s
selection process was non-discriminatory shall consider the cost, any affiliation
with selected Resources, resource operating parameters, availability of nonselected Resources relative to the selected Resources and any prior instances
where the Transmission Provider manually committed Resources to resolve the
same reliability issue. The Transmission Provider’s manual commitment of a
Resource to resolve a reliability issue shall be considered non-discriminatory if
the Resource selection was made without regard to ownership and the selected
Resource effectively and economically mitigated the reliability issue, as verified
by the Market Monitor.

(ii)

The Market Monitor’s evaluation of whether the local transmission operator’s
selection process was non-discriminatory shall consider the cost, any affiliation
with selected Resources, resource operating parameters, availability of nonselected Resources relative to the selected Resources and any prior instances
where the local transmission operator committed Resources to resolve the same
Local Emergency Condition. The manual commitment of a Resource by a local
transmission operator to resolve a Local Emergency Condition shall be considered
non-discriminatory if the Resource selection was made without regard to
ownership and the selected Resource effectively mitigated the Local Emergency
Condition, as verified by the Market Monitor.

(iii)

The Market Monitor shall obtain the necessary information to perform the
verification from submitted Resource Offer parameters (cost, operating
parameters,

availability of

non-selected

Resources), Market

Participant

registration (Resource ownership, affiliation), and the Transmission Provider
and/or local transmission operator (prior commitments, other Resources
considered to resolve the reliability issue or Local Emergency Condition). The
Market Monitor shall perform such verification as soon as the necessary
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information is available, but by no later than the day on which final Settlement
Statements are issued for the Operating Day in which the manual commitment
occurred, as set forth in Section 8.0 and 10.1 of Attachment AE of this Tariff.
(iv)

When the Market Monitor determines that a Resource may have been selected in
a discriminatory manner pursuant to this Section 6.1.2.1, the Market Monitor shall
report such suspected discrimination to the Commission’s Office of Enforcement
or successor organization promptly upon completing the verification set forth in
this Section 6.1.2.1, and the Transmission Provider shall notify the local
transmission operator of the best practice should the situation arise again.

Deleted: dispatch
Deleted: directive
Deleted: s
Deleted:
Deleted: on-line
Deleted: to resolve Emergency Conditions or a reliability issue
that the market systems cannot resolve

6.2.4

(1)
(2)

(3)
(4)

Out-of-Merit Energy Dispatch
The Transmission Provider may issue an OOME to any Resource not on outage. The
Transmission Provider will make every effort to define and activate the appropriate constraints in
RTBM SCED within one (1) hour of the time the OOME is issued.
A local transmission operator may 1) request the Transmission Provider to issue an
OOME or 2) issue an OOME directly to the Resource(s) and will notify the Transmission
Provider that it has done so. If the local transmission operator determines there is an adequate
amount of time prior to issuing the OOME directly to the resource, the local transmission
operator will coordinate with the Transmission Provider to ensure the OOME is provided by the
Transmission Provider. If the initial OOME is issued by the local transmission operator, the
local transmission operator shall coordinate with the Transmission Provider to ensure subsequent
OOMEs are provided by the Transmission Provider.
During the period of time an OOME is imposed, the Transmission Provider will take the
following actions:
The Transmission Provider will issue an OOME at the MW level the Resource is expected to
produce until such time as the constraint can be resolved by SCED through the RTBM.
For the current dispatch interval and all future dispatch intervals during the period of time an
OOME is imposed, a Resource will receive Setpoint Instructions that are adjusted as specified in
the Market Protocols.
The Transmission Provider will notify the Market Participant when the OOME ends.
To the extent that the OOME was initiated directly by a local transmission operator, Market
Participants shall be compensated for such OOME in accordance with Section 8.6.6 of this
Attachment AE as if they had been issued an OOME by the Transmission Provider; except that if
the Market Monitor determines that the Resource selected pursuant to Section 6.2.4(4) of this
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Attachment AE was selected by the local transmission operator in a discriminatory manner and
the Resource was affiliated with the local transmission operator, such Resource shall not be
eligible for compensation under Section 8.6.6 of this Attachment AE. Such determination shall
be made using the same standards and procedures prescribed for Resource selection in the IntraDay Reliability Unit Commitment process, as set forth in Section 6.1.2.1 of this Attachment
AE. The recovery of the compensation paid by the Transmission Provider shall be collected by
the Transmission Provider locally as described under Section 8.6.7(B) of this Attachment AE.
(5)

(6)

(7)

To the extent that the OOME was initiated by the Transmission Provider at the request of a local
transmission operator, such Resources issued OOMEs shall be selected by the Transmission
Provider in a non-discriminatory manner, which will be verified by the Market Monitor through
the process described under Section 6.1.2.1 of this Attachment AE. In such event, Market
Participants shall be compensated for such OOMEs in accordance with Section 8.6.6 of this
Attachment AE. The recovery of the compensation paid by the Transmission Provider shall be
collected by the Transmission Provider locally as described under Section 8.6.7(B) of this
Attachment AE.
To the extent that the OOME was initiated by the Transmission Provider, such Resources issued
an OOME shall be selected by the Transmission Provider in a non-discriminatory manner, which
will be verified by the Market Monitor through the process described under Section 6.1.2.1 of
this Attachment AE. Recovery of compensation for Resources directly issued OOMEs by
Transmission Provider that are received under Section 8.6.6 of this Attachment AE shall be
collected regionally under Section 8.8 of this Attachment AE.
The Transmission Provider, local transmission operator, and affected Resource owners shall
develop operating guides to be applied to OOMEs made to relieve known and recurring
reliability issues or to relieve known and recurring Emergency Conditions. Such Resources will
be compensated in the same manner as any other Resource that is issued OOMEs. The recovery
of the compensation paid by the Transmission Provider under Section 8.6.6 of this Attachment
AE shall be collected by the Transmission Provider locally as described under Section 8.6.7(B)
of this Attachment AE.
In addition to the actions listed above, if an OOME is issued in response to an Emergency
Condition, the Transmission Provider will post the Emergency Condition on OASIS as soon as
possible. The Transmission Provider shall displace the OOME with a market solution as soon as
possible consistent with system safety and reliability.
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Deleted: Manual Dispatch Instruction
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6.3

Energy and Operating Reserve Deployment
The Transmission Provider will deploy Energy, Regulation-Up Service, RegulationDown Service, Spinning Reserve and on-line Supplemental Reserve simultaneously through the
issuance of Setpoint Instructions to each Resource in accordance with the technical requirements
specified in the Market Protocols. Deployment of Supplemental Reserve from off-line QuickStart Resources is accomplished through the Transmission Provider issuance of a Commitment
Instruction to start-up following a Contingency Reserve event.
(1)

The Setpoint Instruction for a Resource that has indicated that it is dispatchable is equal
to the sum of:
(a)

The Resource MW Dispatch Instruction for the current Dispatch Interval either as
developed by SCED or by OOMEs;

(b)

Deleted: Manual Dispatch Instruction

Regulation-Up Service deployment instruction for Resources with cleared
Regulation-Up Service;

(c)

Regulation-Down Service deployment instruction for Resources with cleared
Regulation-Down Service;

(d)

Spinning Reserve deployment instruction for Resources with cleared Spinning
Reserve; and

(e)

On-Line Supplemental Reserve deployment instruction for Resources with
cleared on-line Supplemental Reserve.

(2)

The Setpoint Instruction for a Resource that has indicated that it is non-dispatchable shall
be equal to the most recently recorded actual telemetered Resource output.

6.4.1.1

Uninstructed Resource Deviation Exemptions
A.

A Resource will receive a URD exemption in a Dispatch Interval under the following

situations:
(1)

The Resource is deployed for Contingency Reserve as described in Section 6.3.2
of this Attachment AE or is deployed for a Contingency Reserve test as described
under Sections 2.10.1 and 2.10.2 of this Attachment AE; or

(2)

The Resource trips off-line or is derated after receiving Dispatch Instructions; or

(3)

There is missing or bad Resource SCADA data in the Dispatch Interval; or
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(4)

If during Emergency Conditions the URD is due to a Resource output above the
Resource’s Setpoint Instruction in a shortage condition or the URD is due to a
Resource output below the Resource’s Setpoint Instruction during an excess
generation condition; or

(5)

If a Dispatch Instruction is issued to a Resource beyond the reported capabilities
due to the application of a VRL; or

(6)

If the Resource is part of a Common Bus and the URD calculated at the Common
Bus is less than the Operating Tolerance calculated at the Common Bus; or

(7)

If the URD results from an event of force majeure or, in the case of a Variable
Energy Resource, if the URD results from extremely high wind or other extreme
weather-related conditions materially and directly impacting a Variable Energy
Resource’s ability to provide or reduce output of Energy. For purposes of this
subsection, the term force majeure shall have the meaning described under
Section 10.1 of this Tariff except that acts of Curtailment shall not qualify for
Deleted: .

exemption; or
(8)

B.

If the Resource has been issued an OOME.

Deleted: Manual Dispatch Instruction

In the event a Resource does not receive a URD exemption in a Dispatch Interval, the
Transmission Provider shall determine through the dispute process, in accordance with
the invoice dispute process as provided in Section 10.3 of this Attachment AE, whether
an exemption to an Uninstructed Resource Deviation will be given. The Market
Participant may provide the Transmission Provider with adequate documentation in order
for the Market Participant to be eligible to avoid such Uninstructed Resource Deviation.
Adequate documentation may include but is not limited to an audio file documenting a
call between the Market Participant and the Transmission Provider.

8.6.6

Real-Time Out-of-Merit Amount
An RTBM OOME payment will be made for each Asset Owner with a Resource that
passes a primary Contingency Reserve deployment test as described in Section 2.10.1 of this
Attachment AE and/or receives an OOME from the Transmission Provider or local transmission

Deleted: Transmission Provider Manual Dispatch Instruction

operator that creates a cost to the Asset Owner or that adversely impacts the Asset Owner’s DayAhead Market position for Energy and/or Operating Reserve. Resources issued an OOME by

Deleted: Manual Dispatch Instruction
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the Transmission Provider or a local transmission operator that the Market Monitor determines
were selected in a discriminatory manner, as determined pursuant to Section 6.1.2.1 of this

Deleted: by the local transmission operator

Attachment AE, and such Resources were affiliated with the issuing party are not eligible to

Deleted: local transmission operator

receive a RTBM OOME payment.

RTBM OOME payments made to Asset Owners that

received an OOME to address a Local Reliability Issue including Local Emergency Condition

Deleted: Manual Dispatch Instruction

shall be recovered locally as described under Section 8.6.7(B). RTBM OOME payments made to
Asset Owners that received an OOME to address a reliability issue other than a Local Reliability

Deleted: Manual Dispatch Instruction

Issue shall be recovered regionally under Section 8.8. The amount will be calculated on a
Dispatch Interval basis as follows:
(1)

If the OOME is for Energy in the up direction and the Energy Offer Curve cost associated

Deleted: Manual Dispatch Instruction

with the Resource’s additional output attributable to its response (“OOME MW”) is
greater than the RTBM LMP, the Asset Owner will receive a payment for the difference
multiplied by the OOME MW. The payment shall be limited to the amount necessary to
compensate the Asset Owner for any under-recovery resulting from its Resource’s
response to the OOME. The OOME MW is calculated as the positive difference between

Deleted: Manual Dispatch Instruction

(i) the lesser of the actual Resource output or the Resource’s OOME MW and (ii) the

Deleted: Manual Dispatch Instruction

Resource’s economic operating point.

The Resource’s economic operating point is

calculated as described under Section 8.6.5(4)(d);
(2)

If the OOME is for Energy in the down direction, including a Resource de-commitment

Deleted: Manual Dispatch Instruction

and the RTBM LMP is greater than the Day-Ahead Market LMP, the Asset Owner will
receive a payment equal to the difference multiplied by the Resource’s reduction in

Deleted:

output attributable to its response (“OOME MW”). The payment shall be limited to the
amount necessary to compensate the Asset Owner for any increase in net settlement costs
resulting from its response to the OOME. The OOME MW is calculated as the maximum

Deleted: Manual Dispatch Instruction

of zero (0) or the difference between the Resource’s Day-Ahead Market cleared Energy

(3)

MW and the greater of (i) actual Resource output or (ii) the Resource’s OOME MW;
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If the OOME or a Resource de-commitment instruction causes the RTBM cleared amount
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of an Operating Reserve product to be less than the Day-Ahead Market cleared amount of

Deleted:
Deleted: ,

the corresponding Operating Reserve product and the RTBM MCP is greater than the
Day-Ahead Market MCP, the Asset Owner will receive a payment for the difference
multiplied by the OOME Operating Reserve MW. The OOME Operating Reserve MW
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is calculated as the maximum of zero (0) or the difference between the Resource’s DayAhead Market cleared Operating Reserve MW and the Resource’s RTBM cleared
Operating Reserve MW.
(4)

To the extent that additional costs are incurred as a direct result of an OOME that are not
addressed through the compensation mechanisms described in (1) through (3) above,

Deleted: Manual Dispatch Instruction
Deleted:

Asset Owners may request additional compensation through submittal of actual cost
documentation to the Transmission Provider. The Transmission Provider will review the
submitted documentation and confirm that the submitted information is sufficient to
document actual costs and that all or a portion of the actual costs are eligible for
recovery.
SPP Operating Criteria

SPP Planning Criteria

SPP Business Practices
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Revision Request Recommendation Report
RR #: 141

Date: 3/18/2016

RR Title: SOL Methodology Revisions
SUBMITTER INFORMATION
Submitter Name: Jason Smith

Company: SWPP

Email: jsmith@spp.org

Phone: 501-614-3293

EXECUTIVE SUMMARY AND RECOMMENDATION FOR MOPC AND BOD ACTION
This revision adds clarifying language to the RC SOL Methodology to clearly provide flexibility and use updated ratings for
facilities, elements, and ultimately flowgates, which will reflect the current ambient conditions, or more relevant system conditions.
This addresses a concern that by allowing real-time use of a rating value higher than the rating used for various long-term, or
operational planning studies, would be a violation of FAC-011 and SOL Methodology. In addition, this revision incorporates
language from FAC-011 requiring SOLs to provide acceptable performance after loss of certain HVDC facilities and other
miscellaneous changes are proposed to provide consistency with TOP/IRO standards and more recent NERC terminology.
Primary and Secondary Working Groups have approved RR141.
MOPC recommends the BOD approve RR141.
OBJECTIVE OF REVISION
Objectives of Revision Request:
As part of a filed mitigation plan with SERC, SPP RC has agreed to add clarifying language to its RC SOL Methodology that
clearly provides flexibility to use updated ratings for facilities, elements, and ultimately flowgates that reflect the current ambient
conditions or more relevant system conditions. There has been concern in the past that allowing real-time use of a rating value that
is higher than the rating used for various long term or operational planning studies is a violation of FAC-011 and the SOL
Methodology. The concern is that this results in using an SOL which exceeds the Facility Rating.
A second change is proposed within this RR that includes required language from FAC-011 that requires SOLs to provide
acceptable performance after loss of certain HVDC facilities. In the past, prior to IS integration, there were none of these facilities
within the RC footprint. This language should be added to the SOL methodology so that SPP can remain compliant with FAC-011.
Other miscellaneous changes are proposed to provide consistency with TOP/IRO standards and more recent NERC terminology.
Namely the use of the phrase “exceedance” vs “violation” when referring to study results related to SOL and IROLs.
SPP STAFF ASSESSMENT
SPP staff supports this revision request and recommends approval.
IMPACT
Will the revision result in system changes

No

Will the revision result in process changes?

No

Is an Impact Assessment required?

Yes

No

Yes
Yes

If system/process changes exist, but an Impact Assessment is not performed, please explain why it is not needed:
SPP DOCUMENTS IMPACTED
Market Protocols
Operating Criteria
Planning Criteria
Tariff

Protocol Section(s):
Criteria Section(s):
Criteria Section(s): 7.3
Tariff Section(s):

Protocol Version:
Criteria Date:
Criteria Date: 1/1/2016
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Business Practice

Business Practice Number:
WORKING GROUP REVIEWS AND RECOMMENDATIONS
List Primary and any Secondary/Impacted WG Recommendations as appropriate

Primary Working Group:

Date: 1/6/2016

ORWG

Action Taken: Approved
Abstained: David Pham (EDE), John Stephens (CU)

Secondary Working Group:

Date: 1/20/2016

TWG

Action Taken: Unanimously Approved as Modified by TWG

Primary Working Group:

Date: 2/4/2016

ORWG

Action Taken: Approved TWG Modifications and Additional ORWG Modifications

Secondary Working Group:

Date: 3/16/2016

TWG

Action Taken: Unanimously Approved

Secondary Working Group:

Date: 3/17/2016

RCWG

Action Taken: Unanimously Approved

MOPC

Date: 4/12/2016
Action Taken: Unanimously Approved

BOD/Member Committee

Date: 4/26/2016
Action Taken:
Abstained:
Opposed:

Reasons for Opposition:

COMMENT
Comment Author: Douglas Web (KCPL)
Date Comments Submitted: 01/05/2016
Description of Comments: KCPL recommends that RR141 be withdrawn for the following reasons stated in the comment form;
Revisions are in Opposition to NERC Compliance Initiatives, Revisions Add Indefinite Language to Already Ambiguous
Language, Proposed Changes Create Unnecessary Work with NERC Revised and New Definitions Likely on the Horizon, RC
Requirement to Establish System Performance Methodology is likely Ending, Facility Ratings Need to Align with Transmission
Planning Analysis.
Status: The ORWG reviewed these comments and incorporated some of the suggested language changes in the version of RR141
that was approved by the ORWG. The ORWG did not agree with the actions this comment recommended taking on RR141.
COMMENT
Comment Author: SPP TWG
Date Comments Submitted: 1/20/2016
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Description of Comments: The TWG made updates and corrections to the proposed modifications. There was desire by the group
to specify that any adjusted ratings must be coordinated amongst the applicable entities.
Status: The ORWG incorporated TWG’s recommended changes into RR141 on 2/4/2016.
COMMENT
Comment Author: SPP ORWG
Date Comments Submitted: 2/4/2016
Description of Comments: The version of RR141 language in this comment form contains changes recommended by TWG and
accepted by ORWG along with some additional changes made by ORWG on 2/4/2016.
Status: ORWG approved version of RR141 on 2/4/2016.
PROPOSED REVISION(S) TO SPP DOCUMENTS
SPP Criteria

7.3 System Operating Limits (SOLs)
The value (such as MW, MVar, Amperes, Frequency or Volts) that satisfies the most limiting of the prescribed
operating criteria for a specified system configuration to ensure operation of the Bulk Electric System (BES)
within acceptable reliability criteria. System Operating Limits are based upon certain operating criteria. These
include, but are not limited to: Facility Ratings (Applicable pre- and post-Contingency equipment or facility
ratings), Transient Stability Ratings (Applicable pre- and post-Contingency Stability Limits), Voltage Stability
Ratings (Applicable pre- and post-Contingency Voltage Stability), and System Voltage Limits (Applicable preand post-Contingency Voltage Limits). SPP monitors and controls the BES using Flowgates and the NERC TLR
process.
SPP also monitors numerous other BES facilities within its footprint and creates temporary flowgates when
operating conditions reveal any additional limiting system configurations. Since SPP is utilizing these flowgates
to ensure the system is operating within acceptable reliability criteria, these flowgate limits serve as the SPP
System Operating Limits.

7.3.1 Methodology for Determination of Operating Horizon SOLs
(1)

This methodology is applicable for developing SOLs used in the operating horizon.

(2)

Based on results of system studies (as described below), SOLs are determined per the definition.

(3)

SOLs shall not exceed Facility Ratings. SOLs equal applicable Facility Ratings unless additional studies
have established a lower limit based on other operational issues such as transient, dynamic and voltage
stability, etc. The Facility Ratings used in the Operating Horizon or Real-Time Horizon may be higher or
lower than the Facility Ratings used in the Planning Horizon. All Facility Ratings shall be calculated in
accordance with the appropriate Transmission Owner’s Facility Rating methodology. Ratings that have

Deleted:
Deleted: and shall be based upon the forecast system conditions
applicable to the horizon of the study used to establish the SOL.
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been adjusted must be coordinated so that the impacted operating entities are aware of the duration that
the adjusted rating may be used.

Deleted: times

(4)

Anticipated system topology, generation dispatch, and load levels shall be utilized.

Deleted: are

(5)

Pre-contingency and first contingency studies will be conducted to investigate thermal and voltage
exceedances for current and next day.

(6)

Voltage and angular stability issues are investigated as deemed necessary by operator and engineer
experience and engineering judgment.

(7)

As deemed necessary by study results, an operating guide to aid operators in mitigating potential SOL
exceedances may be produced. These guides may be temporary or permanent, depending whether the
violation is due to a short-term outage, seasonal loading issues, etc. At a minimum, this operating guide
will include:

(8)

(a)

Statement of type(s) of limit exceedances revealed by study (voltage/thermal/stability)

(b)

Applicable dates

(c)

Available/recommended mitigation methods, including generation redispatch (maximum MW
and/or minimum Mvar generation), transmission reconfiguration, reclosing reconfiguration, load
shedding, and/or Transmission Loading Relief (TLR).

Deleted: via SPP member submission on OPS1 and NERC
SDX for non-members
Deleted: violations
Deleted: off-line

Deleted: violations

Deleted: violations

Identified SOLs are screened to compile a list of potential IROLs per the following criteria:
(a)

Potential IROLs will be investigated when a contingency analysis highlights a thermal overload in
excess of 120% of the SOL of the monitored facility.

(b)

Potential IROLs will also be investigated when a contingency analysis highlights an under-voltage
condition characterized by bus voltages of less than 90% across three or more BES facilities.
The potential IROL condition will be reviewed further by evaluating the system response to the
loss of the facility with the SOL expected to be exceeded. The original potential IROL condition
will be assumed to be a confirmed IROL condition if the evaluation reveals that the ensuing loss
of the facility with the SOL exceedance results in another BES facility being overloaded to greater
than 120% of its SOL or three or more additional BES facilities with bus voltages in the area
experiencing projected post-contingency voltages less than 90%, unless there are studies or system
knowledge that the SOL is not an IROL.

(9)

Deleted: daily

Deleted: SOL violated
Deleted: contingency
Deleted: violated facility contingency

The IROL T V is 30 minutes unless studies dictate a shorter time.

(10) Special Protection Schemes (SPS’s) or Remedial Action Schemes (RAS’s) are allowed to prevent
prolonged undervoltage and to preserve system voltage and machine stability.

Deleted: The Transmission Owner shall provide the RC with
the location and description of each SPS, and shall notify the RC
when the schemes are enabled/disabled.

7.3.1.1 SOL Provisions
(1)

In the pre-contingency state, the BES shall demonstrate transient, dynamic, and voltage stability; all
Facilities shall be within their Facility Ratings and within their thermal, voltage, and stability limits. In
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determining SOLs, the BES condition used shall reflect future system conditions with all facilities
operated in their normal operating condition.
(2)

(3)

Following single contingencies as defined in (a), (b), and (c) below, the system shall demonstrate transient,
dynamic, and voltage stability; all Facilities shall be operating within their Facility Ratings and within
their thermal, voltage, and stability limits; and Cascading Outages or uncontrolled separation shall not
occur.
(a)

Single-line-to-ground or three-phase fault (whichever is more severe), with normal clearing, on
any faulted generator, line, transformer, or shunt device.

(b)

Loss of any generator, line, transformer, or shunt device without a Fault.

(c)

Single pole block, with Normal Clearing, in a monopolar or bipolar high voltage direct current
system.

Deleted: and

In determining the system’s response to a single Contingency starting with all facilities operated in their
normal operating condition, the following shall be acceptable:
(a)

Planned or controlled interruption of electric supply to radial customers or some local network
customers connected to or supplied by the Faulted Facility or by the affected area. System
reconfiguration should be implemented to minimize the interruption of electric supply to the extent
possible.

(b)

System reconfiguration through manual or automatic control or protection actions.

(4)

To prepare for the next Contingency, system adjustments may be made, including changes to generation,
uses of the transmission system, and the transmission system topology.

(5)

Starting with all facilities operated in their normal operating condition and following any of the multiple
contingencies identified in Reliability standard TPL-003 the system shall demonstrate transient, dynamic
and voltage stability; all facilities shall be operating within their facility ratings and within their thermal,
voltage and stability limits; and cascading or uncontrolled separation shall not occur.

(6)

In determining the system’s response to any of the multiple contingencies identified in Reliability standard
TPL-003, in addition to the actions identified in (a) and (b) above, the following shall be acceptable:
(a)

Planned or controlled interruption of electric supply to customers (load shedding) the planned
removal from service of certain generators, and/or curtailment of contracted firm electric power
transfers. System reconfiguration should be implemented to minimize the interruption of electric
supply to the extent possible.

7.3.1.2 System Modeling and Contingency Definition
(1)

All offline models shall be based on a coordinated model of the Eastern Interconnect and any necessary
facilities in other Interconnections. The model shall include all Transmission Operator (TOP) Areas

Deleted: are based on the ERAG MMWG
Deleted: power system
Deleted: s
Deleted: TOs

Page 5 of 6

Deleted: P

351 of 637

within the SPP RC footprint as well as facilities in adjacent TOP Areas that have been determined to have
impact on the SPP RC footprint.
(2)

The model shall include all non-radial facilities within the BES. Loads served over radial lines may be
modeled as aggregate at the delivery bus. Distribution capacitors can be modeled as aggregate at a load
bus.

(3)

The online model used by the SPP EMS application is constructed from data in the offline model (PSS/E).

(4)

At a minimum the contingency list used in the operating horizon shall include all non-radial BES
transmission lines and transformers and all generators rated 300MW and above. Additional contingencies
will be included as provided by other applicable registered entities.

Deleted: s
Deleted: are typically
Deleted: Many systems are modeled in greater detail down to
subtransmission level voltages (<69kV). This is typically true
only when the subtransmission system is networked (non-radial).
In a few cases distribution level voltages (26kV/13kV) are also
modeled.
Deleted: should
Deleted: > 100kV
Deleted: BA’s and/or TOs within the RC footprint
Deleted: 7.3.1.3 Methodology Distribution¶
SPP shall issue this methodology and any changes to the
methodology, prior to the changes taking effect, to all the
following:¶
Adjacent RCs and each RC that has indicated it has a reliabilityrelated need for the methodology¶
Each PA and Transmission Planner that models any portion of
the RC footprint¶
Each TOP within the RC footprint.¶
7.3.1.4 Comments on Methodology¶
If a recipient of the SOL methodology provides documented
technical comments on the methodology, the RC will provide a
documented response to that recipient within 45 calendar days
of receipt of those comments. The response will indicate
whether a change will be made to the SOL methodology and, if
no change will be made to the SOL methodology, the reason
why.¶
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Revision Request Recommendation Report
RR #: 146

Date: 3/18/2016

RR Title: Remove Revision Request Process from SPP Operating Criteria
SUBMITTER INFORMATION
Name: Erin Cathey

Company: SPP

Email: ecathey@spp.org

Phone: 501-590-8298

EXECUTIVE SUMMARY AND RECOMMENDATION FOR MOPC AND BOD ACTION
This revision removes the Criteria Revision Request Process section as this is now a MOPC process.
All primary and secondary working groups have approved RR146.
The MOPC recommends the BOD approve this revision request.
OBJECTIVE OF REVISION
Objectives of Revision Request:
This revision removes the Criteria Revision Request Process from the SPP Operating Criteria because this process is now a MOPC
process and should not be documented in multiple governing documents. Removing this section will reduce redundancy and extra
work created from maintaining process information in multiple governing documents.
SPP STAFF ASSESSMENT

SPP staff supports this revision request and recommends approval.

IMPACT
Will the revision result in system changes

No

Will the revision result in process changes?

No

Is an Impact Assessment required?

Yes

No

Yes
Yes

If no, explain: This Revision Request only involves the removal of language from the SPP Operating Criteria.
SPP DOCUMENTS IMPACTED
Market Protocols
Operating Criteria
Planning Criteria
Tariff
Business Practice

Protocol Section(s):
Protocol Version:
Section(s): 9
Criteria Date: 1/1/2016
Criteria Section(s):
Criteria Date:
Tariff Section(s):
Business Practice Number:
WORKING GROUP REVIEWS AND RECOMMENDATIONS
List Primary and any Secondary/Impacted WG Recommendations as appropriate
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Primary Working Group:
ORWG

Date: 2/4/2016
Action Taken: Approved Unanimously

Secondary Working Group:

Date: 3/17/2016

RCWG

Action Taken: Approved Unanimously

MOPC

Date: 4/12/2016
Action Taken: Approved Unanimously

BOD/Member Committee

Date: 4/26/2016
Action Taken:
Abstained:
Opposed:

Reasons for Opposition:

PROPOSED REVISION(S) TO SPP DOCUMENTS

SPP Operating Criteria
Deleted: 9. Criteria Revision Request Process ¶
¶
A request to make additions, edits, deletions, revisions, or
clarifications to these Criteria, including any attachments and
exhibits to these Operating Criteria, is called a “Revision Request”
(RR). Unless specifically provided in other Sections of these
Criteria, the approved “Revision Request Process” will be used.¶
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Southwest Power Pool, Inc.
Markets and Operations Policy Committee
Recommendation to the Board of Directors
April 26, 2016
Nebraska City – Mullin Creek – Sibley 345 kV Recommendation

Organizational Roster
Tom Hestermann (Chair), Sunflower
Brian Studenka (Vice-Chair), ITC Great Plains
Al Ackland, KCPL
Peter Day, OG&E
Larry Holloway, KPP
Natalie Jackson, Golden Spread Electric
Brenda Jessop, Westar
Brian Johnson, AEP
Tom Littleton, OMPA

Jonah Martin, Tri-State G&T
Kenny Munsell, SPS
Jeff Stebbins, Tri-County Electric
Boyd Trester, Basin Electric
Art Wiese, NPPD
Shawnee Claiborn-Pinto, Public Utility
Commission of Texas (CAWG Liaison)
Cary Frizzell, SPP Staff Secretary

Background
The PCWG reviews projects in accordance with SPP Business Practice 7060 which establishes
applicable precision bandwidths for construction projects.
SPP identified the Nebraska City – Mullin Creek – Sibley 345 kV project as a part of the Priority Projects
Phase II Final Report approved by the Board on April 27, 2010. The Priority Projects were a group of
“priority” high voltage transmission projects estimated to bring benefits of at least $3.7 billion to the SPP
region over 40 years. The scope of the Project included a new 110-mile 345 kV line from the Nebraska
City substation in southeast Nebraska to a new substation near the existing Maryville substation located
in northwest Missouri. The new substation would later be named Mullin Creek. Additionally, the project
scope included a 105-mile 345 kV line from Mullin Creek to the Sibley substation in west central Missouri,
east of Kansas City, MO. The cost estimate for the Project listed in the Priority Projects Phase II Final
Report was $301,029,091.
On July 6, 2010, NTCs were issued to Omaha Public Power District (OPPD) and Kansas City Power &
Light Greater Missouri Operations Company (GMO) to construct the project with an estimated in-service
date of June 1, 2017. OPPD would be responsible for constructing the portion of the Nebraska City –
Mullin Creek 345 kV line located in Nebraska, and GMO would build all facilities located in Missouri.
In October 2010, the Board approved a cost increase for the Project due to added reactive compensation
costs and potential re-routing of the 345 kV lines. The new cost estimate approved by the Board was
$403,740,000.
At its October 2013 meeting, the MOPC approved a recommendation from the PCWG to move all
projects applicable to Business Practice No. 7050 to Business Practice No. 7060. Previously, Business
Practice 7050 applied to all projects issued NTCs prior to January 1, 2012 (Legacy Projects). The
recommendation stipulated that baseline cost estimates for all Legacy Projects would be established as
the values listed in project tracking as of January 31, 2014, in coordination with the Quarterly Project
Tracking Schedule for the 2nd quarter of 2014. The Nebraska City – Mullin Creek – Sibley 345 kV project
was among the 15 Applicable Projects that were moved from the purview of the Business Practice 7050
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to Business Practice 7060. As of the January 31, 2014 effective date, the cost for the Project was
$407,764,364, and this total was established as the baseline cost estimate.
In December 2013, GMO novated their portion of the Project to Transource Missouri (TSMO).
In August 2015, both OPPD and TSMO submitted updated cost estimates for the Project resulting in a
new total of $336,433,874. After escalation was applied to the established baseline estimate at the
beginning of 2016, a cost variance of -21.5% was identified for the Project, as detailed below:

Upgrade

Owner

Sibley – Mullin Creek 345 kV

TSMO

Nebraska City – Mullin
Creek 345 kV (TSMO)
Nebraska City – Mullin
Creek 345 kV (OPPD)

TSMO
OPPD

Total

Baseline Cost
Estimate

(Adj. for Inflation)

Latest

$253,671,891

$184,665,083

$79,390,311

$70,361,776

$95,345,233

$81,407,015

Variance

Var. %

($69,006,808) -27.2%
($13,938,218) -14.6%
($9,028,535)

-11.4

$428,407,435 $336,433,874 ($91,973,561) -21.5%

Analysis
A reduction in material costs from original expectations was noted by both OPPD and TSMO as reasons
for the reduction in cost. TSMO also noted lower than expected costs for rights-of-way acquisition and
substation site property rights as a significant factor, as well.
Both OPPD and TSMO list an expected in-service date of December 31, 2016, five months ahead of the
original projection.

Recommendation
The MOPC recommends that the cost estimate deviation recognized in the Q2 2016 Project Tracking
update for Nebraska City – Mullin Creek – Sibley 345 kV be accepted as acceptable, and that the
baseline cost be reset to the new value.

Action Requested:

APPROVED:

Approve Recommendation

PCWG

March 2, 2016

Passed unanimously

MOPC

April 12-13, 2016

Passed unanimously
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Southwest Power Pool, Inc.
Market and Operations Policy Committee
Recommendation to the Board of Directors
April 26, 2016
2016 ITPNT

Organizational Roster
The following members represent the Transmission Working Group (TWG):
Travis Hyde (Chairman), OG&E
Scott Benson, LES
John Boshears, CUS
John Fulton, SPS
Joe Fultz, GRDA
Daniel Benedict, Independence P&L
Dan Lenihan, OPPD
Randy Lindstrom, NPPD
Jim McAvoy, OMPA
Matt McGee, AEP
Chris Pink, Tri-State G&T
John Knofczynski, East River

Nathan McNeil, Midwest Energy
Nate Morris, Empire District Electric
Michael Mueller, AECC
Alan Myers, ITC Great Plains
John Payne, KEPCo
Jason Shook, GDS Associates
Richard Dahl, MRES
Kalun Kelley, WFEC
Harold Wyble, KCPL
Noman Williams, South Central MCN
Matthew Stoltz, BEPC
Gayle Nansel, WAPA

Background
The Integrated Transmission Planning (ITP) process is an iterative three-year planning process
performed in accordance with Attachment O of the SPP Open Access Transmission Tariff (SPP OATT)
that includes the 20-Year, 10-Year and Near Term Assessments (ITP20, ITP10 and ITPNT, respectively)
designed to identify transmission solutions that address both near-term and long-term transmission
needs. The main objectives of the 2016 ITPNT are to evaluate the reliability and robustness of the SPP
transmission system in the near-term planning horizon, collaborate on the development of improvements
with stakeholders, and identify necessary upgrades for approval and construction. The 2016 ITPNT’s
primary focus is identifying solutions required to meet the reliability criteria defined in OATT Attachment O
Section III.6.
Analysis
The TWG approved the scope for the 2016 ITPNT study in March 2015. SPP staff performed the 2016
ITPNT assessment, including a re-evaluation review in accordance with Business Practice 7160. In order
to justify the continued need for the projects and analyze other projects during this ITPNT assessment,
the re-evaluation projects were removed prior to the opening of the transmission planning response
window.
SPP Staff collaborated with stakeholders through multiple Planning Summits and working group meetings
held over the course of the year. SPP Staff has incorporated updates and changes to the report since
these meetings to address stakeholder concerns. The TWG reviewed and approved the 2016 ITPNT
report and project plan on March 29, 2016.
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Following SPP Board of Directors (Board) approval of the plan, staff will issue Notification to Construct
(NTC) letters based upon the Transmission Owner Selection Process, which is defined in Attachment Y of
the Tariff.
The TWG discussion did have individuals who were in opposition to the TWG’s final recommendation to
the MOPC for approval of the 2016 ITPNT Assessment. TWG members from AEP and KCPL were
opposed based on a project inclusions in the 2016 ITPNT plan. AEP voted against the endorsement of
the 2016 ITPNT Assessment because, in their opinion, the best project to fix the Linwood-South
Shreveport 138 kV overload is to rebuild the Linwood-South Shreveport 138 kV line. Installing a series
reactor shifts loading to a nearby line, increasing it to 98% for an N-1 just six years after the project need
date, and overloading that line for an N-1, G-1. Therefore, AEP disagrees with replacing the LinwoodSouth Shreveport 138 kV rebuild project with a series reactor. Additionally, KCPL voted no due to their
concern that the large WAPA/Basin projects included in the 2016 ITPNT portfolio appear to be driven by
significant load additions that KCPL believes should have been studied in the SPP AQ process for
significant load increases. SPP staff completed the WAPA/Basin integration study in 2013 for the 2015
models and did not identify the needs that were identified in the 2016 ITPNT for a 2017 need date with
contingent overloads up to 206.7% of thermal limits. KCPL believes the level of load increases that would
cause these overloads in such a short time span should be studied in the AQ processes.
The MOPC approved with all in favor except for one registered abstention from Midwest Gen., LLC.
Recommendations
1. MOPC recommends the Board of Directors approve the 2016 ITPNT Assessment as
documentation of completion of the Near-Term Assessment of the ITP planning process specified
in SPP OATT Attachment O Section III.
Approved:

TWG

3/29/2016

Approved (21 in favor, 2 against)
MOPC

4/12/2016

Approved (1 abstention)

Action Requested:

Approve Recommendation
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Southwest Power Pool, Inc.
Markets and Operations Policy Committee
Recommendation to the Board of Directors
April 26, 2016
NTC Modification – West Littlefield

Organizational Roster
The following persons represent the Southwest Power Pool:
Carl Monroe, Executive Vice President and Chief Operating Officer
Lanny Nickell, Vice President, Engineering
Antoine Lucas, Director, Planning

Background
SPS has requested a modification be made to a previously issued Notification to Construct (NTC) for a
change in scope from what is described in the Network Upgrade Description for one Network Upgrade.
NTC 200333 was issued to SPS on February 18, 2015 as a result of the 2014 Integrated Transmission
Planning Near-Term Assessment (ITPNT) approved by the SPP Board of Directors (Board) in January
2014. The NTC included Network Upgrade ID 50736, which authorized the construction of 8.6 miles of
new 115 kV line from the New Amherst Sub (West Littlefield Tap) to West Littlefield. During the routing
study conducted by SPS, it was discovered that it is not feasible to secure a wider right-of-way for the
proposed 115 kV line described in Network Upgrade ID 50736 that comes in from the east of West
Littlefield because of real estate constraints. Due to these limitations, SPS evaluated an alternative
solution that included sourcing the West Littlefield sub from the west by tapping the existing 115 kV line
between Plant X and Lamb County. Because of the short proximity between the Plant X – Lamb Co. line
and West Littlefield substation (approximately 0.6 miles), the line cost for the upgrade is significantly
reduced, and would also not require a Certificate of Convenience and Necessity (CCN) from the Texas
Public Utility Commission.

Current NTC
Network Upgrade ID: 50736
Network Upgrade Description: Build new 8.6-mile
115 kV line from West Littlefield to West Littlefield
Tap. Install necessary terminal equipment at West
Littlefield.

Proposed NTC Modification

Network Upgrade Description: Tap the existing 115
kV line from Lamb Co. to Plant X at a location
approximately 0.6 miles to the west of the West
Littlefield substation to construct new West Littlefield
Tap substation. Install three-way switch at new West
Littlefield Tap substation. Install new 0.6-mile 115
kV line from West Littlefield to new West Littlefield
Tap substation.
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Analysis
Staff evaluated the proposed alternative solution as a part of the 2016 ITPNT, and identified no adverse
impacts to the Transmission System.
The current cost estimate for Network Upgrade ID 50736 is indicative of the proposed alternative, so no
impact is expected as a result of the modification.

Recommendation
MOPC recommends that the NTC for Network Upgrade ID 50736 be modified as described above.

Action Requested
APPROVED:

Approve Recommendation

MOPC

April 12-13, 2016

Passed unanimously
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Southwest Power Pool, Inc.
Market and Operations Policy Committee
Recommendation to the Board of Directors
April 26, 2016
2016 ITPNT

Organizational Roster
The following members represent the Transmission Working Group (TWG):
Travis Hyde (Chairman), OG&E
Scott Benson, LES
John Boshears, CUS
John Fulton, SPS
Joe Fultz, GRDA
Daniel Benedict, Independence P&L
Dan Lenihan, OPPD
Randy Lindstrom, NPPD
Jim McAvoy, OMPA
Matt McGee, AEP
Chris Pink, Tri-State G&T
John Knofczynski, East River

Nathan McNeil, Midwest Energy
Nate Morris, Empire District Electric
Michael Mueller, AECC
Alan Myers, ITC Great Plains
John Payne, KEPCo
Jason Shook, GDS Associates
Richard Dahl, MRES
Kalun Kelley, WFEC
Harold Wyble, KCPL
Noman Williams, South Central MCN
Matthew Stoltz, BEPC
Gayle Nansel, WAPA

Background
The Integrated Transmission Planning (ITP) process is an iterative three-year planning process
performed in accordance with Attachment O of the SPP Open Access Transmission Tariff (SPP OATT)
that includes the 20-Year, 10-Year and Near Term Assessments (ITP20, ITP10 and ITPNT, respectively)
designed to identify transmission solutions that address both near-term and long-term transmission
needs. The main objectives of the 2016 ITPNT are to evaluate the reliability and robustness of the SPP
transmission system in the near-term planning horizon, collaborate on the development of improvements
with stakeholders, and identify necessary upgrades for approval and construction. The 2016 ITPNT’s
primary focus is identifying solutions required to meet the reliability criteria defined in OATT Attachment O
Section III.6.
Analysis
The TWG approved the scope for the 2016 ITPNT study in March 2015. SPP staff performed the 2016
ITPNT assessment, including a re-evaluation review in accordance with Business Practice 7160. In order
to justify the continued need for the projects and analyze other projects during this ITPNT assessment,
the re-evaluation projects were removed prior to the opening of the transmission planning response
window.
SPP Staff collaborated with stakeholders through multiple Planning Summits and working group meetings
held over the course of the year. SPP Staff has incorporated updates and changes to the report since
these meetings to address stakeholder concerns. The TWG reviewed and approved the 2016 ITPNT
report and project plan on March 29, 2016.

361 of 637

Following SPP Board of Directors (Board) approval of the plan, staff will issue Notification to Construct
(NTC) letters based upon the Transmission Owner Selection Process, which is defined in Attachment Y of
the Tariff.
The TWG discussion did have individuals who were in opposition to the TWG’s final recommendation to
the MOPC for approval of the 2016 ITPNT Assessment. TWG members from AEP and KCPL were
opposed based on a project inclusions in the 2016 ITPNT plan. AEP voted against the endorsement of
the 2016 ITPNT Assessment because, in their opinion, the best project to fix the Linwood-South
Shreveport 138 kV overload is to rebuild the Linwood-South Shreveport 138 kV line. Installing a series
reactor shifts loading to a nearby line, increasing it to 98% for an N-1 just six years after the project need
date, and overloading that line for an N-1, G-1. Therefore, AEP disagrees with replacing the LinwoodSouth Shreveport 138 kV rebuild project with a series reactor. Additionally, KCPL voted no due to their
concern that the large WAPA/Basin projects included in the 2016 ITPNT portfolio appear to be driven by
significant load additions that KCPL believes should have been studied in the SPP AQ process for
significant load increases. SPP staff completed the WAPA/Basin integration study in 2013 for the 2015
models and did not identify the needs that were identified in the 2016 ITPNT for a 2017 need date with
contingent overloads up to 206.7% of thermal limits. KCPL believes the level of load increases that would
cause these overloads in such a short time span should be studied in the AQ processes.
The MOPC had four opposing opinions from NTEC, Tex-La, Entergy Asset Management, and ETEC.
Four abstentions were also recorded from Midwest Gen., LLC, NEET, Hunt Transmission, and OMPA.
Recommendations
1. MOPC recommends the Board of Directors approve the 2016 ITPNT plan as outlined in the 2016
ITPNT report. This includes issuance and modification of NTCs for projects within the four-year
financial commitment window, issuance of Notifications to Construct with Conditions (NTC-Cs) for
projects with a nominal operating voltage greater than 100 kV and cost estimate $20 million or
greater, and withdrawal of NTCs for projects determined to be no longer needed.

Approved:

TWG

3/29/2016

Approved (21 in favor, 2 against)
MOPC

4/12/2016

Approved (4 abstention, 4 opposition)

Action Requested:

Approve Recommendation

362 of 637

2016 INTEGRATED
TRANSMISSION
PLANNING
NEAR-TERM
ASSESSMENT

April 19, 2016

ENGINEERING
363 of 637

S OU TH WES T PO WE R P OOL , I NC .

REVISION HISTORY
Date

Author

Change Description

3/22/2016

SPP Staff

3/29/2016

TWG

Incorporate Stakeholder Feedback

3/29/2016

TWG

TWG Approved

3/31/2016

SPP Staff

4/12/2016

No change

Initial Draft

Incorporate Stakeholder Feedback and ATRR
MOPC approved recommendation
Updated Figure 6.9 – ITPNT Cost Allocation – Regional vs.

4/19/2016

SPP Staff

Zonal
Updated Figure 6.15 – Net Rate Impacts by Zone to include
withdrawn NTCs

2016 INTEGRATED TRANSMISSION PLANNING NEAR-TERM ASSESSMENT

2
364 of 637

SOUTHWEST POWER POOL, INC.
TABLE OF CONTENTS
SECTION 1: EXECUTIVE SUMMARY ................................................................................8
1.1: The Value of Transmission .................................................................................................... 8
1.2: The ITPNT Process ................................................................................................................. 8
1.3: The 2016 ITPNT ..................................................................................................................... 9

PART I: STUDY PROCESS .............................................................................................. 13
SECTION 2: INTRODUCTION ........................................................................................ 14
2.1: The ITP Near-Term .............................................................................................................. 14
2.2: How to Read This Report .................................................................................................... 15
Confidentiality and Open Access .................................................................................................. 16

SECTION 3: STAKEHOLDER COLLABORATION .............................................................. 17
Planning Summits ......................................................................................................................... 17
Project Cost Overview................................................................................................................... 17
Use of Transmission Operating Guides (TOG) .............................................................................. 18

SECTION 4: STUDY DRIVERS ........................................................................................ 19
4.1: Introduction ....................................................................................................................... 19
4.2: Load Outlook ...................................................................................................................... 19
Peak and Off-Peak Load ................................................................................................................ 19
Load Forecast ................................................................................................................................ 19
4.3: Generation ......................................................................................................................... 21
4.4: Utilization of Different Voltage Levels ................................................................................. 22
EHV Design Considerations ........................................................................................................... 22
NERC N-1 Reliability Standards ..................................................................................................... 22

2016 INTEGRATED TRANSMISSION PLANNING NEAR-TERM ASSESSMENT

3
365 of 637

SOUTHWEST POWER POOL, INC.
Voltage Support ............................................................................................................................ 22
Construction Cost.......................................................................................................................... 23

SECTION 5: ANALYSIS METHODOLOGY........................................................................ 24
5.1: Steady-State Analysis .......................................................................................................... 24
Order 1000 .................................................................................................................................... 24
Project Processing Methodology .................................................................................................. 24
Project Selection Methodology .................................................................................................... 26
Staging........................................................................................................................................... 27
5.2: CBA Model Development .................................................................................................... 27
5.3: Rate Impacts ....................................................................................................................... 28

PART II: STUDY FINDINGS ........................................................................................... 30
SECTION 6: PROJECT SUMMARY ................................................................................. 31
6.1: Model Analysis and Results ................................................................................................. 31
6.2: Reliability Needs and Project Development Summary ......................................................... 32
6.3: Project Plan Breakdown ...................................................................................................... 41
6.4: Project Details .................................................................................................................... 46
Oklahoma Area ............................................................................................................................. 46
North Dakota Area ........................................................................................................................ 47
Oklahoma Area ............................................................................................................................. 48
6.5: NERC Reliability Standard TPL-001-4 ................................................................................... 48
6.6: Rate Impacts on Transmission Customers ............................................................................ 49

PART III: APPENDICES ................................................................................................. 52
SECTION 7: PROJECT MAPS ......................................................................................... 53
SECTION 8: 2016 ITPNT PROJECT LIST.......................................................................... 59

2016 INTEGRATED TRANSMISSION PLANNING NEAR-TERM ASSESSMENT

4
366 of 637

SOUTHWEST POWER POOL, INC.
LIST OF FIGURES
Figure 1.2: 2016 ITPNT Thermal Needs and Solutions....................................................................... 11
Figure 1.3: 2016 ITPNT Voltage Needs and Solutions........................................................................ 12
Figure 4.1: 2016 ITPNT Load Levels ................................................................................................... 20
Figure 4.2: Annual ITPNT Study Load Levels (Each model series includes IS loads) .......................... 20
Figure 4.3: 2016 ITPNT Generation Mix S0 ........................................................................................ 21
Figure 4.4: 2016 ITPNT Generation Mix S5 ........................................................................................ 21
Figure 4.5: 2016 ITPNT BA Generation Mix ....................................................................................... 22
Figure 5.1: Project Processing Methodology Overview ...................................................................... 25
Figure 5.2: Project Selection ............................................................................................................... 26
Figure 6.1: Total and Unique Thermal Needs .................................................................................... 31
Figure 6.2: Unique Voltage Needs ..................................................................................................... 32
Figure 6.3: 2016 ITPNT Project Breakdown ........................................................................................ 42
Figure 6.4: 2016 ITPNT New Line by Voltage Class ............................................................................. 42
Figure 6.5: 2016 ITPNT Miles Rebuild/Reconductor by Voltage Class ............................................... 42
Figure 6.6: 2016 ITPNT Cost Allocation – Zonal Reliability ................................................................. 43
Figure 6.7: 2016 ITPNT NTC Costs by Voltage Class............................................................................ 44
Figure 6.8: 2016 ITPNT Upgrades by Need Year and Total Dollars..................................................... 45
Figure 6.9: 2016 ITPNT Cost Allocation – Regional vs. Zonal.............................................................. 45
Figure 6.10: 2016 ITPNT Oklahoma Area Solutions ............................................................................ 46
Figure 6.11: 2016 ITPNT North Dakota Solutions ............................................................................... 47
Figure 6.12: 2016 ITPNT Oklahoma Solutions .................................................................................... 48
Figure 6.13: ATRR Cost Allocation Forecast by Zone of the 2016 ITPNT ............................................ 49

2016 INTEGRATED TRANSMISSION PLANNING NEAR-TERM ASSESSMENT

5
367 of 637

SOUTHWEST POWER POOL, INC.
Figure 6.14: Zonal and Regional ATRR allocated in SPP ..................................................................... 50
Figure 6.15: 2016 ITPNT Net Rate Impacts by Zone ........................................................................... 51
Figure 7.1: 2016 ITPNT Texas/Louisiana Solutions ............................................................................ 53
Figure 7.2: 2016 ITPNT New Mexico/Texas Solutions ....................................................................... 54
Figure 7.3: 2016 ITPNT North Dakota Solutions ................................................................................ 55
Figure 7.4: 2016 ITPNT West Oklahoma Solutions ............................................................................ 56
Figure 7.5: 2016 ITPNT East Oklahoma Solution ............................................................................... 57
Figure 7.6: 2016 ITPNT Nebraska/Kansas/Missouri Solution ............................................................ 58

2016 INTEGRATED TRANSMISSION PLANNING NEAR-TERM ASSESSMENT

6
368 of 637

SOUTHWEST POWER POOL, INC.
LIST OF TABLES
Table 1: 2016 ITPNT Project List Breakdown – Total Line Miles by Voltage Class ............................. 10
Table 2: 2016 ITPNT Project List Breakdown – New Transformer by Voltage Class .......................... 10
Table 3: Highway Byway Cost Allocation ............................................................................................ 28
Table 4: 2016 ITPNT Projects .............................................................................................................. 41
Table 5: 2016 ITPNT Projects by State ................................................................................................ 43
Table 6: 2016 ITPNT Net Investment by State .................................................................................... 44

2016 INTEGRATED TRANSMISSION PLANNING NEAR-TERM ASSESSMENT

7
369 of 637

S OU TH WES T PO WE R P OOL , I NC .

EX EC UT IV E S U M MA RY

SECTION 1: EXECUTIVE SUMMARY
SPP’s Integrated Transmission Planning (ITP) process is an
iterative study process that produces Near-Term, 10-year and 20year Assessments every three years. In conjunction with SPP’s
highway/ byway cost-allocation methodology, the ITP process
promotes transmission investments that meet reliability,
economic and public policy needs. This report documents the ITP Near-Term (ITPNT) Assessment that
will conclude in April 2016.
Key differences between the 2015 ITPNT Assessment and the current 2016 ITPNT include a
significant increase in base case thermal and voltage needs, producing over three times the number of
needs from the previous year. The increase in base case needs was driven, in part, by an increase in reevaluation reviews during the 2016 ITPNT in accordance with Business Practice 7160. In order to justify
the continued need for the projects and analyze other projects during this ITPNT Assessment, the reevaluation projects were removed prior to the opening of the transmission planning response window.
In addition, transmission operating guides were not applied prior to the Detailed Project Proposal
(DPP) window to allow stakeholders the opportunity to provide them as solution submittals. Certain
areas also experienced load growth from the 2015 ITPNT Assessment, such as Oklahoma and the
Bakken Region, despite overall load growth lowering around two (2) gigawatts.

1.1: The Value of Transmission
Investments in transmission pay significant dividends to the SPP region over time. Between 2004
and 2016, SPP committed to more than $9.7B in upgrades to its transmission network. It is estimated
these new and upgraded facilities will more than pay for themselves over their considerable lifespans,
and have already begun to benefit SPP’s stakeholders and their customers.
SPP’s 2016 Value of Transmission report assessed the value of a particular set of transmission
investments made in the region from 2012 to 2014 and found they had, on average, a benefit-to-cost
ratio of 3.5-to-1. This conservative estimate — validated independently by The Brattle Group —
demonstrates that the kinds of projects identified in this study generally pay for themselves in a matter
of years and can provide net benefits of hundreds of millions of dollars over their useful life.

1.2: The ITPNT Process
The ITPNT Assessment is performed annually and considers system upgrades at all applicable
transmission-voltage levels required to address reliability needs in the near-term planning horizon.
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The ITPNT assesses:


Regional upgrades required to maintain reliability in accordance with the North Electric
Reliability Corporation (NERC) Reliability Standard TPL-001-4 P0 and P1 events and SPP
Criteria in the near-term horizon.



Zonal upgrades required to maintain reliability in accordance with company-specific planning
criteria in the near-term horizon.



Coordinated projects with neighboring Transmission Providers.

ITPNT projects are reviewed by SPP’s Transmission Working Group (TWG) and the Markets and
Operations Policy Committee (MOPC), and approved by the SPP Board of Directors (SPP Board).
Following SPP Board approval, staff will issue Notification to Construct (NTC) letters for upgrades that
require a financial commitment within the next four-year timeframe.

1.3: The 2016 ITPNT
The 2016 ITPNT included two scenario models — Scenarios 0 and 5 — built across multiple years
and seasons to evaluate power flows across the grid and account for various system conditions across
the near-term horizon. The Scenario models include firm only resources.
Scenario 0 (S0) contains projected transmission service between SPP legacy balancing authorities
(BAs) and generation dispatch on the system. S0 emphasizes high conventional generation
commitment and dispatch. Wind generation is accredited according to SPP Criteria.
Scenario 5 (S5) maximizes all applicable, confirmed, long-term, firm transmission service with its
necessary generation dispatch. S5 emphasizes higher wind transfers. S5 sets all wind generation to
maximum firm service, then all reservations between companies are set to maximum firm service as
much as load will allow on a pro rata basis.
Additionally, SPP BA models have the same topology as Scenarios 0 and 5. The SPP BA models were
built by performing a Security Constrained Economic Dispatch (SCED) on the Final ITPNT Scenario 0
models while treating SPP as a single balancing authority. The overall SPP interchange, DC ties, and
generation outside of SPP were unchanged. Simulation of the market – includes both firm and non-firm
resources based on economic dispatch across the system.
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Voltage Class

Total Line (miles)

Rebuild/Reconductor
(miles)

345 kV

107

0

230 kV

0

0

161 kV

0

0

138 kV

24

0

115 kV

92

55

69 kV

2

118

Table 1: 2016 ITPNT Project List Breakdown – Total Line Miles by Voltage Class

Voltage Class

New Transformer

345/230

1

345/138

1

345/115

2

230/115

6

138/69

1

115/69

2

Table 2: 2016 ITPNT Project List Breakdown – New Transformer by Voltage Class

The net total study cost of the 2016 ITPNT project plan is estimated to be $229.2M for upgrades
that will receive an NTC, NTC-C or NTC Modify. Of that total, $362.6M comes from new projects
identified in the 2016 ITPNT Assessment. Upgrades recommended for an NTC Modify account for a net
change in cost of $6.8M of the total project plan cost. In addition, there was a total reduction of
$140.2M for withdrawn NTCs.
These upgrades that will receive an NTC, NTC-C or NTC Modify solve 1,573 thermal and 2,982
voltage needs on the SPP transmission system.
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Figure 1.1: 2016 ITPNT Thermal Needs and Solutions
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Figure 1.2: 2016 ITPNT Voltage Needs and Solutions
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SECTION 2: INTRODUCTION
2.1: The ITP Near-Term
The ITPNT is designed to evaluate the near-term
reliability of the SPP transmission system, identifying
needed upgrades through stakeholder collaboration.
The ITPNT focuses primarily on solutions required to
meet the reliability criteria defined in the SPP Open
Access Transmission Tariff (SPP Tariff), Attachment O, Section III.6. The process coordinates the ITP20,
ITP10, Aggregate Studies (ATSS), Attachment AQ Studies (AQ) and the Generation Interconnection (GI)
transmission plans by communicating potential solutions between processes and using common
solutions when appropriate. Unlike the ITP10 and ITP20, the ITPNT is not intended to focus on
economic or public policy solutions, or solutions based on a preferred voltage level but to effectively
resolve potential reliability needs observed in the near-term horizon.
The 2016 ITPNT process produces a reliable, near-term plan for the SPP footprint, which identifies
solutions to potential issues for system intact and single contingency (N-1) conditions using the
following principles:


Identifying potential, reliability-based problems (NERC Reliability Standard TPL-001-4 P0 and
P1 events respecting SPP and company-specific criteria).



Utilizing Transmission Operating Guides.



Developing additional mitigation plans including transmission upgrades to meet the region’s
needs and maintain SPP and SPP Member reliability/planning standards.

The ITPNT process is open and transparent, allowing for stakeholder input throughout the
assessment. Study results are coordinated with other entities, including those embedded within the
SPP footprint and neighboring First Tier entities.
Goals
The goals of the ITPNT are to:


Focus on local, regional, and interregional needs.



Evaluate the response of the system to NERC Reliability Standard TPL-001-4 P0 and P1
events, with respect to SPP and company-specific criteria.



Identify and analyze transmission-system needs over the 5-year horizon.
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Identify cost effective 69 kV and above solutions that achieve, but are not limited to, the
following:
o Resolve reliability criteria needs.
o Improve access to markets.
o Improve interconnections with SPP’s neighbors.
o Meet expected load-growth demands.
o Facilitate or respond to expected facility retirements.
o Synergize the ITPNT with the GI process, ATSS process, AQ process, and the ITP10 and
ITP20 Assessments.

The 2016 ITPNT is intended to provide solutions to ensure the reliability of the transmission system
during the study horizon, which includes modeling of the transmission system five years out (i.e.,
2020). The specific near-term requirements of Attachment O are:


The Transmission Provider shall perform the Near-Term Assessment on an annual basis.



The Near-Term Assessment will be performed on a shorter planning horizon than the 10Year Assessment and shall focus primarily on identifying solutions required to meet the
reliability criteria defined in Section III.6.



The assessment study scope shall specify the methodology, criteria, assumptions and data to
be used to develop the list of proposed near-term upgrades.



The Transmission Provider, in consultation with the stakeholder working groups, shall finalize
the assessment study scope. The study scope shall take into consideration the input
requirements described in Section III.6.



The assessment study scope shall be posted on the SPP website and will be included in the
published annual SPP Transmission Expansion Plan (STEP) report.



In accordance with the assessment study scope, the Transmission Provider shall analyze
potential solutions, including those upgrades approved by the SPP Board from the most
recent 20-Year Assessment and 10-Year Assessment, following the process set forth in
Section III.8.

2.2: How to Read This Report
This report focuses on the years 2017 and 2020 and is divided into multiple sections.


Part I addresses the concepts behind this study’s approach, key procedural steps in
development of the analysis and overarching assumptions used in the study.
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Part II addresses the specific results, describes the projects that merit consideration and
contains recommendations and costs.



Part III contains detailed data and holds the report’s appendix material.

SPP Footprint
Within this study, any reference to the SPP footprint refers to the set of legacy Balancing Authority
(SPP BA) and Transmission Owners (TO) whose transmission facilities are under the functional control
of the SPP Regional Transmission Organization (RTO) unless otherwise noted.
Supporting Documents
The development of this study was guided by the supporting documents noted below. These
documents provide structure for this assessment:


SPP 2016 ITPNT Scope



SPP ITP Manual

All referenced reports and documents contained in this report are available on SPP.org.

Confidentiality and Open Access
Proprietary information is frequently exchanged between SPP and its stakeholders in the course of
any study and is extensively used during the ITP development process. This report does not contain
confidential marketing data, pricing information, marketing strategies or other data considered not
acceptable for release into the public domain. This report does disclose planning and operational
matters, including the outcome of certain contingencies, operating transfer capabilities and plans for
new facilities that are considered non-sensitive data.
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SECTION 3: STAKEHOLDER COLLABORATION
Assumptions and procedures for the 2016 ITPNT
analysis were developed through SPP stakeholder
meetings that took place in 2014 and 2015. The
assumptions were presented and discussed through a
series of meetings with members, liaison members,
industry specialists and consultants to facilitate a
thorough evaluation. Groups involved in this
development included the following:


Transmission Working Group (TWG)



Markets and Operations Policy Committee
(MOPC)



SPP board of directors (BOD)

TWG

Stakeholder
Collaboration

BOD

MOPC

SPP staff served as facilitators for these groups and worked closely with the chairmen to ensure all
views were heard and that SPP’s member-driven value proposition was followed.
The TWG provided technical guidance and review for inputs, assumptions and findings. Policy-level
considerations were tendered to appropriate organizational groups including the MOPC. Stakeholder
feedback was instrumental in the selection of the 2016 ITPNT projects.
The TWG was responsible for technical oversight of the load forecasts, transmission-topology
inputs, constraint-selection criteria, reliability assessments, transmission-project designs, voltage
studies and the report.

Planning Summits
In addition to the standard working group meetings, two transmission planning summits were
conducted to elicit further input and provide stakeholders with a chance to interact with staff on all
related planning topics.

Project Cost Overview
Conceptual Estimates were prepared by SPP staff based on historical cost information submitted by
TOs through the project-tracking process. Refined cost estimates expected to be accurate within a ±30
percent bandwidth were then prepared by a third-party vendor. All cost estimates utilized in the 2016
ITPNT were developed in accordance with SPP Business Practice 7060, Notification to Construct and
Project Cost Estimating Processes effective Jan. 1, 2012, and SPP Business Practice 7660, Upgrade
Determination and Short-Term Reliability Project Process.
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Use of Transmission Operating Guides (TOG)
TOGs are tools used to mitigate issues in the daily management of the transmission grid. TOGs may
be used as alternatives to planned projects. TOGs were submitted during the transmission planning
response window and evaluated in the ITPNT process to determine effectiveness in addressing thermal
and voltage needs.
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SECTION 4: STUDY DRIVERS
4.1: Introduction
Drivers for the 2016 ITPNT were discussed and developed through the stakeholder process in
accordance with the 2016 ITPNT Scope and involved stakeholders from several diverse groups.
Stakeholder load, generation and transmission were carefully considered in determining the need for,
and design of, transmission solutions.

4.2: Load Outlook
Peak and Off-Peak Load
Future energy usage was forecasted by utilities in the SPP footprint and collected and reviewed
through the efforts of the Model Development Working Group (MDWG). This assessment used
summer peak, winter peak, and light load scenarios to assess the performance of the grid in peak and
off-peak conditions.

Load Forecast
Load-Serving Entities provided the load forecast used in the reliability analysis study models
through the MDWG model building process.
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Figure 4.1: 2016 ITPNT Load Levels

Figure 4.2: Annual ITPNT Study Load Levels (Each model series includes IS loads)
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4.3: Generation
The three figures below show the difference between the S0, S5 and CBA Scenario models for each
season. Note the significant difference in the wind output for the S5 models. The CBA Scenario
dispatch methodology is discussed later in this report.

Figure 4.3: 2016 ITPNT Generation Mix S0

Figure 4.4: 2016 ITPNT Generation Mix S5
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Figure 4.5: 2016 ITPNT BA Generation Mix

4.4: Utilization of Different Voltage Levels
EHV Design Considerations
When considering the design of an Extra High Voltage (EHV) grid, many factors must be considered,
such as contingency planning, typical line lengths, line load ability, capacity requirements, voltage,
reliability, cost, asset life and operational issues.

NERC N-1 Reliability Standards
SPP designs and operates its transmission system to be capable of withstanding the next
transmission outage that may occur; this is called N-1 planning and is in accordance with NERC
planning standards. Due to N-1 planning, any EHV network must be looped, so if one element of the
EHV grid is lost, a parallel path will exist to move that power across the grid and avoid overloading the
underlying transmission lines.

Voltage Support
A transmission line can either support voltage (produce Volt-Ampere Reactives (VAR)) or require
voltage support from other reactive devices (consume VARs), depending on its loading level. In either
case, transmission-system design should account for these factors. Under light-load conditions, system
voltages may rise due to VARs being produced from long EHV lines.
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Shunt reactors would be necessary to help mitigate the rise in voltage. Some lines may need
additional support to allow more power to flow through them. Series capacitors may be added to
increase the load ability of a transmission line. However, the addition of series compensation can
complicate operations and may lead to stability concerns.

Construction Cost
Cost plays a factor in EHV grid design. Lower-voltage designs cost less to construct initially. Highervoltage lines have a larger initial investment but provide significantly higher capacity and more
flexibility in bulk power transport. Lower-voltage lines offer more flexibility to act as a collector system
for wind generation. Along with the initial cost, the lifetime of the asset needs to be considered.
Transmission lines are generally assumed to have a 40-year life.
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SECTION 5: ANALYSIS METHODOLOGY
5.1: Steady-State Analysis
Facilities in the SPP footprint 69 kV and greater were monitored for exceeding 90 percent thermal
loading or voltage below 0.95 per unit. Needs are generated at 100 percent thermal loading or voltage
below 0.9 or greater than 1.05 per unit for non-base case conditions and voltage below 0.95 per unit
for base case conditions. All facilities in First Tier control areas were monitored at 100 kV and above.
System intact (base case) and N-1 contingency analysis was performed on SPP facilities at 69 kV and
greater and at 100 kV and greater for First Tier control areas in the 2016 ITPNT models.
After performing the initial reliability assessment identifying the bulk power problems, thermal and
voltage needs were posted on the TrueShare site for stakeholder accessibility.

Order 1000
In order to comply with FERC’s Order 1000, SPP developed the Transmission Owner Selection
Process (TOSP). In accordance with Attachment O, Section III.8.b, SPP shall notify stakeholders of
identified transmission needs and provide a transmission planning response window of 30 days during
which any stakeholder may propose a DPP. SPP shall track each DPP and retain the information
submitted pursuant to Attachment O, Section III.8.b(i). The initial 30-day window for proposals opened
October 1, 2015, for Scenario 0/5/CBA thermal and voltage needs.1

Project Processing Methodology
Stakeholders submitted 1,664 DPPs through the Order 1000 process, which included 509
duplicates, 33 modeling corrections, 7 non-transmission solutions and 15 transmission operating
guides. In addition to the DPPs and FERC Order 890 projects, 354 SPP staff solutions were considered
to address the reliability needs. All together 2,018 projects were evaluated.
To efficiently evaluate the high volume of submitted and created projects that would solve all
identified reliability needs within the allotted schedule, a software solution was developed by SPP. This

1

Information on the models, needs assessments and solutions used in the 2016 ITPNT can be found on the SPP website
http://www.spp.org/engineering/transmission-planning
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comprehensive project-testing tool tested an individual project against each reliability need identified
in the needs assessment using PSS®E. The output of the tool indicated if the project mitigated the
reliability need according to SPP Criteria for both thermal-loading or per-unit voltage. Once a project
was identified as solving a reliability need, a set of reliability metrics was calculated.
The steady-state reliability metrics (“metrics”) were developed by SPP staff and stakeholders and
approved by the TWG for use as a tool for project selection. The metrics coincide with thermal and
voltage reliability needs. The first metric is Cost per Loading Relief (CLR), which relates the amount of
thermal loading relief for the cost of a project for a need. The second metric is Cost per Voltage Relief
(CVR), which relates the amount of voltage support for the cost of a project for a need.
Metrics were calculated for each project’s performance for each need. After the metrics were
calculated, the projects were ranked per need and by the lowest CLR or CVR. The project with the
highest ranking (lowest CLR or CVR) was identified as the most optimal project to address the
particular need.

Develop Staff
solutions

Process all DPPs
and FERC Order
890 projects

Programmatically
test all projects

Calculate CLR
and CVR for
each project
for each need

Figure 5.1: Project Processing Methodology Overview

2016 INTEGRATED TRANSMISSION PLANNING NEAR-TERM ASSESSMENT

25
387 of 637

S OU TH WES T PO WE R P OOL , I NC .

SEC T IO N 5 : A N AL YSI S ME TH O DOL OGY

Project Selection Methodology
SPP staff developed a standardized conceptual cost template for assigning project costs to all
stakeholder-submitted and SPP-staff-developed projects. After all projects were assigned a cost, each
project was compared against all other projects using steady-state reliability metrics. To perform a
comparison of the extensive number of projects, a programmatic solution was developed by SPP staff.
Using this project-selection software, a subset of projects was generated by considering project cost as
related to the amount of targeted relief the project could provide. Displacement of lower-voltage-level
projects occurred by higher-voltage-level projects when a higher-voltage-level project solved needs at
lower-voltage levels. SPP staff applied engineering judgment to discern if a displaced project should
remain in the portfolio. The subset of projects selected that solved all reliability needs was moved into
the portfolio.

Develop
conceptual
cost
estimates

Rank projects
based on CLR
or CVR
Run
Displacement
Algorithm

Ensure valid
displacement

Figure 5.2: Project Selection
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Staging
Selected projects were then timed using linear interpolation based on line loading between
available model years of 2017 and 2020. For example, to time a solution due to a 2020 potential
overload, SPP interpolated line loadings between the 2017 and 2020 models to determine when the
loading exceeded 100 percent. The need date was assigned based on this analysis. A similar process for
timing potential voltage issues was used to check for per unit under-voltage conditions below 0.90 and
over-voltage conditions above 1.05.
SPP’s transmission-system performance was assessed from different perspectives designed to
identify transmission-expansion projects necessary to accomplish the reliability objectives of the SPP
RTO.


Avoid exposure to NERC Reliability Standard TPL-001-4 P0 and P1 event violations during the
operation of the system under high stresses.



Contribute to the voltage stability of the system.



Reduce congestion and increase opportunities for competition within the SPP Integrated
Marketplace.

5.2: CBA Model Development
To account for the impacts of the Integrated Marketplace on the SPP footprint, a Consolidated
Balancing Authority (CBA) scenario model was developed as part of the 2016 ITPNT Assessment. The
CBA scenario modeled SPP as a single BA and only modeled power transfers across the SPP seams. The
CBA scenario utilized the SPP portion of the NERC Book of Flowgates updated with information from
the 2016 Flowgate Assessment, 2016 ITPNT transmission topology and 2015 ITP10 2024 Summer Base
F1 Scenario economic dispatch data. The goal was to attain a Security Constrained Unit Commitment
(SCUC) and SCED for each year and season modeled in S0 and S5.
To simulate changes that will occur to the SPP portion of the NERC Book of Flowgates due to
upgrades coming into service during the defined study period of the 2016 ITPNT Assessment, a
constraint assessment was completed to determine if any system constraints should be added,
removed or modified before the SCUC/SCED was created. The constraint list was reviewed and
approved by the TWG before being applied to the models.
Making use of the economic data from the latest ITP10 Assessment, an economic DC tool
committed units, creating a dispatch to deliver the most economical power around the constraints
approved by the TWG. This unit commitment and dispatch was the SCUC/SCED that was applied to the
power-flow model used to complete the N-1 contingency analysis described in the Steady-State
Analysis section. The security constrained economic dispatch in the CBA was applied to the SPP
footprint only. The rest of the Eastern Interconnection remained unchanged.
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5.3: Rate Impacts
The SPP Tariff requires that a “Rate Impact Analysis” be performed for each ITP per Attachment O:
Transmission Planning Process, Section III: Integrated Transmission Planning Process, Subsection 8:
“8) Process to Analyze Transmission Alternatives for each Assessment:
The following shall be performed, at the appropriate time in the respective planning cycle, for
the 20-Year Assessment, 10-Year Assessment and Near-Term Assessment studies: …
f) The analysis described above shall take into consideration the following:
vi) The analysis shall assess the net impact of the transmission plan, developed in
accordance with this Attachment O, on a typical residential customer within the SPP
Region and on a $/kWh basis.”
The rate-impact-analysis process required to meet this 2016 ITPNT requirement was developed
under the direction of the Regional State Committee in 2010-2011 by the Rate Impact Task Force
(RITF). The RITF developed a methodology that allocated costs to specific rate classes in each SPP
Pricing Zone (Zone).
The first step in this process is to estimate the zonal cost allocation of the Annual Transmission
Revenue Requirement (ATRR). This cost-allocated ATRR is calculated specifically for the ITPNT upgrades
using the ATRR Forecast (Forecast). The Forecast allocated 2016 ITPNT upgrade costs to the Zones
using the Highway/Byway cost-allocation method. This method allocates costs to the individual Zones
and to the Region based on the voltage level of the upgrade. Transformer costs were allocated based
on the low-side voltage. Regional ATRRs are summed and allocated to the Zones based on their
individual Load Ratio Share percentages.

Highway Byway Cost Allocation
Voltage

Regional

Zonal

300 kV and above

100%

0%

100 kV – 299 kV

33%

67%

Below 100 kV

0%

100%

Table 3: Highway Byway Cost Allocation
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The following inputs and assumptions were required to generate the Forecast:


Initial investment of each upgrade.



New 2016 ITPNT upgrade investments modeled were $327M in 2016 dollars.



TO’s estimated individual annual carrying charge percent.



Voltage level of each upgrade.



In-service year of each upgrade.



2.5 percent annual straight-line rate-base depreciation.



2.5 percent construction price inflation applied to 2016 base year estimates.



Mid-year in-service convention.
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SECTION 6: PROJECT SUMMARY
6.1: Model Analysis and Results
The base case (N-0) and contingency (N-1) analysis that was completed provided SPP with a list of
thermal and voltage needs. The table below summarizes all the observed thermal needs sorted by
year, season and scenario.

2016 ITPNT THERMAL NEEDS
Total Thermal
450
400
350
NUMBER300
OF 250
NEEDS 200
150
100
50
0

Unique Thermal

386
308
177
72
25

107
38 3020

8

89
13 18 8

46

89
2

2 44

60
34

103
41 5729

16

21 2712

MODEL SEASON AND SCENARIO
Figure 6.1: Total and Unique Thermal Needs

The table below shows all the observed voltage needs sorted by year, season and scenario
observed in the base case (N-0) and under contingency (N-1) conditions.
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2016 ITPNT VOLTAGE NEEDS
Total Voltage

Unique Voltage

450
404
398
400
356
320
350
292
300
228
NUMBER 250
223
188
OF
200
125
NEEDS 150
122 124 135
101 90
90
88 87
81
79
75 77
100
53 42 43 44
47
13 11 3121
50
0

MODEL SEASON AND SCENARIO

Figure 6.2: Unique Voltage Needs

6.2: Reliability Needs and Project Development Summary
Transmission upgrades submitted through the Order 890 and Order 1000 processes were analyzed,
and SPP staff developed projects to mitigate potential reliability problems that were unable to be
solved by mitigation plans or operating guides. Below is the full list of projects in the ITPNT.
Reliability Project(s)

New Mustang-Seminole 115 kV line

Project
Area (s)

Monitored Element(s)*

Miles
Added/
Modified

Need Date

SPS

DOSS INTERCHANGE 115KV

17

6/1/2017

ROZ 3 115KV
AMERADA HESS CO2 SUB
115KV
SAN_ANDS_TP3 - SEMINOLE
115KV CKT 1

2016 INTEGRATED TRANSMISSION PLANNING NEAR-TERM ASSESSMENT

32
394 of 637

S OU TH WES T PO WE R P OOL , I NC .

Reliability Project(s)

SEC T IO N 6 : P RO JEC T S U MM A RY

Project
Area (s)

Monitored Element(s)*

Miles
Added/
Modified

Need Date

DENVER CITY INTERCHANGE
S. - SAN_ANDS_TP3 115KV
CKT 1
Upgrade 230 kV terminal equipment at Potter
County and Harrington

SPS

HARRINGTON STATION
EAST BUS - POTTER COUNTY
INTERCHANGE 230KV CKT 1

6/1/2019

Upgrade Seminole Interchange 230/115 kV
transformers 1 and 2

SPS

CORTEZ

6/1/2017

3 115KV

SEMINOLE (GE M101687)
230/115/13.2KV
TRANSFORMER CKT 1
SUNDOWN INTERCHANGE
(WH XDS70381)
230/115/13.8KV
TRANSFORMER CKT 1

Tap Hobbs Interchange-Yoakum 230 kV line

SPS

New Substation (Ink Basin)
Tap LE-Waits-Allred Tap 115 kV line

CORTEZ

3 115KV

6/1/2017

APACHE_ROB 3 115KV
ALLRED SUB 115KV

New 230/115 kV transformer at New
Substation (Ink Basin)

LE-WEST_SUB3 - LEA
COUNTY REC-LOVINGTON
INTERCHANGE 115KV CKT 1
HOBBS INTERCHANGE - LEWEST_SUB3 115KV CKT 1
YOAKUM COUNTY
INTERCHANGE (PENN
C010585) 230/115/13.2KV
TRANSFORMER CKT 2

Upgrade Hereford Interchange 115/69 kV
transformers 1 and 2

SPS

HEREFORD INTERCHANGE
(PENN C004705)
115/69/13.2KV
TRANSFORMER CKT 2

New Road Runner-Agave Red Hills 115 kV line
New Road Runner-Ochoa 115 kV line
New Road Runner-Ponderosa Tap 115 kV line

SPS

AGAVE_RHILL3 115KV

6/1/2017

2.87

4/1/2020

OCHOA SUB 115KV
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Project
Area (s)

Monitored Element(s)*

Miles
Added/
Modified

Need Date

9

6/1/2018

4.8

6/1/2018

PONDEROSA 3 115KV
Rebuild and reconductor Kiamichi Pump TapFort Towson 69 kV line
Rebuild and reconductor Valliant-Kiamichi
Pump Tap 69 kV line
New Static VAR Compensator (SVC) at Arco
138 kV bus

AEP/
WFEC
AEP/
WFEC
WFEC

FORT TOWSON - KIAMICHI
PUMP TAP 69KV CKT 1
KIAMICHI PUMP TAP VALLIANT 69KV CKT 1
CANUTE 2 69KV

6/1/2017

ELK CITY 69KV
DILL 69KV
HAZELTON 69KV
GRANITE 69KV
ARCO 138KV
BASELINE 138KV
COMANCHE 138KV

Tap Atoka-Eagle Creek 115 kV line
New Substation (Artesia Country Club Tap)
New Substation2 (Artesia 13th Street)

SPS

ARTESIA INTERCHANGE (GE
C254477) 115/69/13.2KV
TRANSFORMER CKT 1

SPS

PACIFIC SUB 115KV

3

6/1/2017

New New Substation (Artesia Country Club
Tap)-New Substation2 (Artesia 13th Street)
115 kV lineTransfer load from 69 kV to 115 kV
New Substation2 (Artesia 13th Street)
Tap Tolk-Yoakum 230 kV line and CochranLehman Tap 115 kV line
New Substation
New 230/115 kV transformer at New
Substation

6/1/2018

ARTESIA INTERCHANGE (GE
C254477) 115/69/13.2KV
TRANSFORMER CKT 1
LEA COUNTY REC-PLAINS
INTERCHANGE - YOAKUM
COUNTY INTERCHANGE
115KV CKT 1
YOAKUM COUNTY
INTERCHANGE (GE
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Project
Area (s)

Monitored Element(s)*

Miles
Added/
Modified

Need Date

M100899) 230/115/13.2KV
TRANSFORMER CKT 1
Tap the Lawrence Hill-Swissvale 230 kV line

WERE

New Substation

LAWRENCE HILL (LAWH TX3) 230/115/13.8KV
TRANSFORMER CKT 1

6/1/2019

ALTO (ETEC) 138KV

12/1/2017

New 230/115kV transformer at Baldwin
Creek
(Modification of an existing NTC)
New 28.8 MVAR capacitor bank at Latexo 138
kV bus

AEP

BEREA (ETEC) 138KV
GRAPELAND (ETEC) 138KV
LATEXO (ETEC) 138KV
MUSTANG PRAIRIE 138KV

Full rebuild of Duncan-Tosco Tap 69 kV line

AEP

DUNCAN - TOSCO 69KV CKT
1

AEP

HAMMMON JCT. 69KVELK
CITY (ELKCTY-4)
138/69/13.8KV
TRANSFORMER CKT 1

Upgrade wave trap at Duncan
New 138/13.8 kV transformer at Elk City
Move load from 69 kV bus to 138 kV bus

3.86

6/1/2018

6/1/2017

ELK CITY 69KVELK CITY
(ELKCTY-4) 138/69/13.8KV
TRANSFORMER CKT 1
DILL 69KVELK CITY (ELKCTY4) 138/69/13.8KV
TRANSFORMER CKT 1
CANUTE 2 69KVELK CITY
(ELKCTY-4) 138/69/13.8KV
TRANSFORMER CKT 1
GRANITE 69KVELK CITY
(ELKCTY-4) 138/69/13.8KV
TRANSFORMER CKT 1
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Project
Area (s)

Monitored Element(s)*

Upgrade CTs at Northeastern 138 kV bus

AEP

4OOLOGAH 138.00 NORTHEAST STATION 138KV
CKT 1

6/1/2017

New 14.4 MVAR capacitor bank at Sayre 138
kV bus

AEP

CHEROKEE SW 69KV

6/1/2017

BULOJ4

Miles
Added/
Modified

Need Date

138.00 138KV

ERICK 138KV
SAYRE 138KV
SWEETWATER 138KV
Full rebuild of Tosco Tap-Comanche 69 kV
line
New breaker ring bus at Sallisaw 161 kV bus

AEP
GRDA

COMANCHE TAP - TOSCO
69KV CKT 1

3.2

SALLISAW 69KV

6/1/2020
6/1/2017

SALLISAW CITY #2 69KV
GORE - VIAN 69KV CKT 1
New 9 MVAR capacitor bank at Blanchard 69
kV bus

WFEC

BLANCHARD 69KV

6/1/2017

New 24 MVAR capacitor bank at Ellsworth
115 kV bus

SUNC

BUSHTON3 115KV

6/1/2017

EAST HALL TAP 115KV

(Modification of an existing NTC)
Upgrade 69 kV terminal equipment at
Collinsville

ELLSWORTH 115KV
GRDA

COLLINSVILLE - SKIATOOK
TAP 69KV CKT 1

WFEC

ELMORE - PAOLI 69KV CKT 1

6/1/2017

(Modification of an existing NTC)
Full rebuild of Elmore-Paoli 69 kV line
(Modification of an existing NTC)

10.8

6/1/2009

BURLINGTON - CHEROKEE
SW 69KV CKT 1
ANADARKO - GEORGIA
138KV CKT 1
LINDSAY 69KV
BRADLEY 69KV
MARLO 69KV
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Reliability Project(s)

Project
Area (s)

Full rebuild of Sara Road-Sunshine Canyon 69
kV line

WFEC

Monitored Element(s)*

MUSTANG - SUNSHINE
CANYON 69KV CKT 1

Miles
Added/
Modified

Need Date

10

6/1/2020

19.87

6/1/2015

(Modification of an existing NTC)
Rebuild Hobart City-Roosevelt Tap-Snyder 69
kV line

AEP

HOBART - ROOSEVELT TAP
69KV CKT 1HOBART
JUNCTION - OMPA-ALTUS
TAMARACK 138KV CKT 1

GRDA

CPP TRANSF #2 - WILGRO
69KV CKT 1

OGE/

EARLSBORO 4138.00 MAUD 138KV CKT 1

(Modification of an existing NTC)
Upgrade 69 kV terminal equipment at
CPPXF#22

6/1/2015

(Modification of an existing NTC)
New Meeker-Lincoln 138 kV line

WFEC

12

6/1/2017

FRANKLIN SW - MIDWEST
TAP 138KV CKT 1
PHAROAH - WELEETKA
138KV CKT 1
WEST RED HILL 138KV
MEEKER 138KV
SCISSORTAIL4 138KV
GARDENGROVE4 138KV
New 15 MVAR capacitor bank at Harrisburg
69 kV bus

WFEC

VELMA 69KV

6/1/2017

HARRISBURG 69KV
LINDSAY 69KV

New Knob Hill-Noel 138 kV line
Convert Ringwood Jct and Cleo Jct to three
breaker ring buses to allow for load to be
transferred from the 69 kV buses to the 138
kV buses
Close Cleo Jct-Ringwood Jct 69 kV line
New 9.6 MVAR capacitor bank at Freedom 69
kV bus

OGE/

OMPA-FAIRVIEW 69KV

WFEC

FAIRVIEW 69KV

0.09

6/1/2017

EAGLE CHIEF 69KV
CARMEN 69KV
HAZELTON 69KV
MEDLODGE 69KV
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Project
Area (s)

(Modification of an existing NTC)

Monitored Element(s)*

Miles
Added/
Modified

Need Date

22.1

6/1/2017

BURLINGTON 69KV
ALVA - CHEROKEE SW 69KV
CKT 1
ALVA - ALVA 69KV CKT 1
FT SUPPLY - STOCKHOLM2
69KV CKT 1
ALVA - KNOBHILL 69KV CKT
1

Full rebuild Canyon West-Dawn-Panda
Hereford 115 kV line

SPS

(Modification of an existing NTC)

Rebuild Panda-Deaf Smith 115 kV line

DAWN SUB - PANDA
ENERGY SUBSTATION
HEREFORD 115KV CKT 1
SPS

DEAF SMITH COUNTY
INTERCHANGE - PANDA
ENERGY SUBSTATION
HEREFORD 115KV CKT 1

3.5

6/1/2017

SPS

FAIRVIEW 69KV

107

6/1/2017

(Modification of an existing NTC)

New Tuco-Yoakum 345 kV line
New 345/230 kV transformer at Yoakum
(Modification of an existing NTC)

CANYON WEST SUB - DAWN
SUB 115KV CKT 1

ARTESIA INTERCHANGE
(GE C254477)
115/69/13.2KV
TRANSFORMER CKT 1
CANYON E_TP3115.00 RANDALL COUNTY
INTERCHANGE 115KV CKT 1
TUCO INTERCHANGE (GE
M102345) 230/115/13.2KV
TRANSFORMER CKT 1
SUNDOWN INTERCHANGE
(WH XDS70381)
230/115/13.8KV
TRANSFORMER CKT 1
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Project
Area (s)
SPS

Monitored Element(s)*

Miles
Added/
Modified

KERMAC SUB 69KV

Need Date

6/1/2017

LIVINGSTON RIDGE SUB
69KV

Convert Livingston 69 kV to 115 kV
(Modification of an existing NTC)

NEW MEXICO POTASH SUB
69KV

Rebuild Randall-Canyon East Tap 115 kV line

SPS

New 9 MVAR capacitor bank at Skiatook 69
kV bus

GRDA

Upgrade 115 kV terminal equipment at Terry
County and Wolffort

SPS

New 7 MVAR capacitor bank at Ringwood 69
kV bus

WFEC

CANYON E_TP3115.00 RANDALL COUNTY
INTERCHANGE 115KV CKT 1

3

6/1/2017

SKIATOOK CITY 69KV

6/1/2017

TERRY COUNTY
INTERCHANGE WOLFFORTH INTERCHANGE
115KV CKT 1

4/1/2020

RINGWOOD 69KV

6/1/2018

SANDY_CN 138KV
WAKITA4

138.00 138KV

C_CITY_138 138.00 138KV
Tap Woodward-Thistle 345 kV line and Tap
Mooreland-Rose Valley 138 kV line

OGE/

SANDY_CN_138 138KV

WFEC

WAKITA4 138KV

New Substation (DeGrasse)

12

6/1/2017

RENFROW4 138KV

New 345/138 kV transformer at DeGrasse
New Knobhill-DeGrasse 138 kV line

BYRON_138 138KV
FT SUPPLY - STOCKHOLM2
69KV CKT 1
BUFBEAR2 - STOCKHOLM2
69KV CKT 1

1% 100 MVA base series line reactor on the
Cedar Grove-Linwood 138 kV line

AEP

CEDARGROVE - LINWOOD
138KV CKT 1

6/1/2020

CEDARGROVE - SOUTH
SHREVEPORT 138KV CKT 1
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Project
Area (s)

Monitored Element(s)*

Miles
Added/
Modified

Need Date

New 10 MVAR capacitor bank at SUB 964 69
kV bus

OPPD

SUB 993 69KV

6/1/2020

New 138/69 kV transformer at Driftwood Jct

WFEC

CARMEN 69KV

6/1/2017

HAZELTON 69KV
MEDLODGE 69KV
BURLINGTON 69KV
FT SUPPLY - STOCKHOLM2
69KV CKT 1
BUFBEAR2 - STOCKHOLM2
69KV CKT 1
Upgrade 230 kV terminal equipment at both
Amoco and Sundown

SPS

(Modification of an existing NTC)
New 345/115 kV transformer at Roundup
New 25 MVAR reactor at Roundup Tertiary
New Kummer Ridge-Roundup 115 kV line
New 345/115 kV transformer at Patent Gate

WAPA/
Basin

LAMAR 115KV

4/1/2020

26

6/1/2017

46.6

6/1/2017

PATENTGATE 7 115KV
KENASTON 7 115KV
WATFORD 115KV

Tap Parshall Mountrail Williams-Makoti
Central Power 115 kV line

WATFORD (WC KV1A)
230/115/13.2KV
TRANSFORMER CKT 1

New Substation (Plaza)
New Blaisdell-New Substation (Plaza) 115 kV
line

NESET 7 - TIOGA 115KV CKT
1

New 15 MVAR capacitor bank at Plaza 115 kV
bus

CHAR.CK4 - WATFORD
230KV CKT 1

Rebuild Berthold-S.W. Minot 115 kV line

Rebuild 69 kV line from Atoka - McAlester

AMOCO SWITCHING
STATION - SUNDOWN
INTERCHANGE 230KV CKT 1

LARSON
CKT 1
AEPW

4 - TIOGA4 4 230

ARMY AMMUNITION DEPOT
69KV
PITTSBURG 69KV
ATOKA PUMP 69KV

2016 INTEGRATED TRANSMISSION PLANNING NEAR-TERM ASSESSMENT

40
402 of 637

S OU TH WES T PO WE R P OOL , I NC .

SEC T IO N 6 : P RO JEC T S U MM A RY

Reliability Project(s)

Project
Area (s)

New additional 9.6-MVAR capacitor bank at
Sunset 69 kV bus

WERE

Monitored Element(s)*

Miles
Added/
Modified

GALE 69KV

Need Date

6/1/2017

MOUNDRIDGE 115KV
SPRING CREEK JUNCTION
115KV
HILLSBORO 115KV

New 7.2-MVAR capacitor bank at Bopco 115
kV bus

SPS

WOOD DRAW 115KV

6/1/2017

WOLF CAMP 115KV

* Monitored Element(s) is/are not the all-inclusive list of needs fixed by the project.
Table 4: 2016 ITPNT Projects

6.3: Project Plan Breakdown
The figures below show a breakdown of the 2016 ITPNT project plan. There are 86 proposed
upgrades making up 49 projects in the project plan. Of the 49 proposed projects, 35 will be
recommended for issuance of new Notifications to Construct (NTC/NTC-C). Fourteen projects have
been identified as needing modified NTCs (NTC Modify).
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Figure 6.3: 2016 ITPNT Project Breakdown

The figure below shows the breakdown of new transmission by voltage class in the 2016 ITPNT
project plan.

Figure 6.4: 2016 ITPNT New Line by Voltage Class

The figure below illustrates how many miles of existing transmission line that will require a rebuild
or reconductor. There are 188 miles of rebuild/reconductor in the 2016 ITPNT project plan.

Figure 6.5: 2016 ITPNT Miles Rebuild/Reconductor by Voltage Class
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Upgrades classified as Zonal Reliability are required to meet local planning criteria, which is more
stringent than SPP Criteria.

Figure 6.6: 2016 ITPNT Cost Allocation – Zonal Reliability

The table below shows the dollar amount of new and modified projects of the 2016 ITPNT
identified by state.
State

New NTC

Modified NTC

Kansas

$ 364,080

$ 23,652,048

Louisiana
Nebraska
New Mexico
North Dakota
Oklahoma
Texas

$ 3,534,979
$ 619,277
$ 14,706,028
$ 145,656,270
$ 136,008,936
$ 61,685,035

$0
$0
$ 5,283,323
$0
$ 43,988,157
$ 154,908,919

Subtotals:

$ 362,574,605

$ 227,832,447

Table 5: 2016 ITPNT Projects by State
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The table below shows the net investment amount of new, modified and withdrawn projects of the
2016 ITPNT identified by state.
State

Modified NTC
(Net Change)

New NTC

Withdrawn NTC

Net Investment

KS

$ 364,080

$ 12,206,413

($ 6,088,561)

$ 6,481,932

LA

$ 3,534,979

$0

($ 38,752,697)

($ 35,217,718)

MO

$0

$0

($ 4,329,248)

($ 4,329,248)

NE

$ 619,277

$0

$0

$ 619,277

NM

$ 14,706,028

$ 332,340

$0

$ 15,038,368

ND

$ 145,656,270

$0

$0

$ 145,656,270

OK

$ 136,008,936

($ 4,985,934)

($ 71,519,747)

$ 59,503,255

TX

$ 61,685,035

($ 749,736)

($ 19,534,266)

$ 41,401,033

$ 362,574,605

$ 6,803,083

($ 140,224,519)

$ 229,153,169

Total

Table 6: 2016 ITPNT Net Investment by State

The figure below is a representation of the 2016 ITPNT portfolio of new, modified and withdrawn
NTCs by voltage class. For each column, the cost of the new, modified or withdrawn NTC is also
displayed.

Figure 6.7: 2016 ITPNT NTC Costs by Voltage Class
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The figure below shows the 2016 ITPNT projects represented two ways. The blue column
represents the number of upgrades by year. The red column represents the dollars that will be
invested to place the projects in service.

Figure 6.8: 2016 ITPNT Upgrades by Need Year and Total Dollars

The figure below shows the cost allocation of upgrades with new NTCs and modified NTCs between
upgrades needed for Regional reliability and Zonal reliability.

Figure 6.9: 2016 ITPNT Cost Allocation – Regional vs. Zonal
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6.4: Project Details
Oklahoma Area

Figure 6.10: 2016 ITPNT Oklahoma Area Solutions

New Substation (DeGrasse) 138 kV and Knob Hill-DeGrasse 138 kV line
The New Substation (DeGrasse) project is a new substation tapping the Woodward to Thistle 345
kV line and tapping the Mooreland to Rose Valley 138 kV line. The ITPNT need date is identified as June
2017. This project consists of a tap of the double-circuit 345 kV line from Woodward to Thistle to
construct the new DeGrasse substation, install any 345 kV needed for a new 345/138 kV transformer,
install a new 345/138 kV transformer at the new DeGrasse substation, construct a new 138 kV line
from the new DeGrasse substation to Knob Hill, tap the existing 138 kV line from Mooreland to Rose
Valley and terminate both end points into the new DeGrasse substation. This project will address the
overloads of Fort Supply to Stockholm2 69 kV and Buffalo Bear to Stockholm2 69 kV lines.
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North Dakota Area

Figure 6.11: 2016 ITPNT North Dakota Solutions

New Substations (Roundup/Kummer Ridge/Plaza) and New Kummer Ridge-Roundup 115 kV line
This project consists of tapping the Charlie Creek to Antelope Valley Station 345 kV line and adding
a new substation with a 345/115 kV transformer. This project consists of tapping the Charlie Creek to
Judson 345 kV line and adding a new substation with a 345/115 kV transformer. This project will
consist of a new 15-MVAR capacitor bank at the Plaza 115 kV bus and a 115 kV line from Blaisdell to
Plaza. The need date for this project is June 2017. This project will address the overloads at Charlie
Creek to Watford 230 kV line for the loss of the 345 kV from Charlie Creek to Patent Gate 345 kV line.
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Oklahoma Area

Figure 6.12: 2016 ITPNT Oklahoma Solutions

New Static VAR Compensator (SVC) at Arco 138 kV bus
This project consists of a -20/+100 MVAR Static VAR Compensator (SVC) at the Arco 138 kV bus.
This project will address 138 kV needs at Arco, Baseline, Comanche and Pinto, and 69 kV needs at
Canute, Dill, Hazelton and Granite.

6.5: NERC Reliability Standard TPL-001-4
SPP has provided a separate posting on TrueShare to identify potential violations using the NERC
TPL-001-4 standard Table 1 planning events that do not allow for non-consequential load loss or
curtailment of firm transmission service. These potential violations have been posted for informational
purposes only as described in the 2016 ITPNT Scope.
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6.6: Rate Impacts on Transmission Customers
The 2016 ITPNT upgrades were run in the SPP Cost Allocation Forecast and the peak ATRR impact
year was shown to be 2020.

Figure 6.13: ATRR Cost Allocation Forecast by Zone of the 2016 ITPNT

As shown in the following chart, the majority of the 2016 ITPNT projects will be cost allocated to
the SPP region through the regional rate with a smaller amount allocated to the Pricing Zone hosting
the upgrade for years 2016-2018, and the majority is going to the Pricing Zone hosting the upgrade
with a smaller amount being cost allocated to the SPP region through the regional rate for the years
2019-2023.
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Figure 6.14: Zonal and Regional ATRR allocated in SPP

The peak year ATRR is converted into a monthly impact on a typical 1000 kWh per month Retail
Residential ratepayer. This is done by dividing the ATRR zonal impact by the zonal energy usage as
adjusted for typical losses.
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Figure 6.15: 2016 ITPNT Net Rate Impacts by Zone

2016 INTEGRATED TRANSMISSION PLANNING NEAR-TERM ASSESSMENT

51
413 of 637

SOUTHWEST POWER POOL, INC.

PART III: APPENDICES

2016 INTEGRATED TRANSMISSION PLANNING NEAR-TERM ASSESSMENT

52
414 of 637

S OU TH WES T PO WE R P OOL , I NC .

SEC T IO N 7 : P RO JEC T M APS

SECTION 7: PROJECT MAPS

Figure 7.1: 2016 ITPNT Texas/Louisiana Solutions
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Figure 7.2: 2016 ITPNT New Mexico/Texas Solutions
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Figure 7.3: 2016 ITPNT North Dakota Solutions
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Figure 7.4: 2016 ITPNT West Oklahoma Solutions
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Figure 7.5: 2016 ITPNT East Oklahoma Solution
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Figure 7.6: 2016 ITPNT Nebraska/Kansas/Missouri Solution
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SECTION 8: 2016 ITPNT PROJECT LIST
Posted as a separate document.
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Southwest Power Pool, Inc.
Market and Operations Policy Committee
Recommendation to the Board of Directors
April 26, 2016
2017 ITPNT Scope

Organizational Roster
The following members represent the Transmission Working Group (TWG):
Travis Hyde (Chairman), OG&E
Scott Benson, LES
John Boshears, CUS
John Fulton, SPS
Joe Fultz, GRDA
Daniel Benedict, Independence P&L
Dan Lenihan, OPPD
Randy Lindstrom, NPPD
Jim McAvoy, OMPA
Matt McGee, AEP
Chris Pink, Tri-State G&T
John Knofczynski, East River

Nathan McNeil, Midwest Energy
Nate Morris, Empire District Electric
Michael Mueller, AECC
Alan Myers, ITC Great Plains
John Payne, KEPCo
Jason Shook, GDS Associates
Richard Dahl, MRES
Kalun Kelley, WFEC
Harold Wyble, KCPL
Noman Williams, South Central MCN
Matthew Stoltz, BEPC
Gayle Nansel, WAPA

Background
The Integrated Transmission Planning (ITP) process is an iterative three-year planning process
performed in accordance with Attachment O of the SPP Open Access Transmission Tariff (SPP OATT)
that includes the 20-Year, 10-Year and Near Term Assessments (ITP20, ITP10 and ITPNT, respectively)
designed to identify transmission solutions that address both near-term and long-term transmission
needs. The main objectives of the 2017 ITPNT are to evaluate the reliability and robustness of the SPP
transmission system in the near-term planning horizon, collaborate on the development of improvements
with stakeholders, and identify necessary upgrades for approval and construction. The 2017 ITPNT’s
primary focus is identifying solutions required to meet the reliability criteria defined in OATT Attachment O
Section III.6.
Analysis
To conform to the requirements of SPP OATT Attachment O, the components of the scope include the
following: study assumptions, model development, analysis process and details, and study timeline. The
TWG will oversee the 2017 ITPNT study.
Process summary:
•

The 2017 ITPNT study years include 2018 through 2021 with models being built for 2018 and
2021 summer and winter peak conditions and a light load model for 2021. Each seasonal model
will have a scenario 0, 5, and SPP BA scenario representation for a total of 15 ITPNT models.

•

Load will be modeled based upon non-coincident peak values for each modeling area.
Generation with Firm Transmission Service will be made available for dispatch in the model.
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•

Model topology will include SPP Transmission Owner topology, First Tier topology, and will
represent transmission outages of six months or longer.

•

SPP contingencies of 60 kV and above facilities, 100kV and above for First Tier facilities are
evaluated in the study.

•

Solutions to ITPNT Needs are developed by SPP staff and SPP stakeholders. The final portfolio
will be presented to MOPC and SPP Board of Directors in April of 2017.

In 2015, stakeholders requested that NERC TPL-001-4 standard Table 1 planning events that do not
allow for non-consequential load loss or curtailment of firm transmission service be analyzed in the 2016
ITPNT study and results of the relative potential violations be provided to stakeholders for informational
purposes only. For the 2017 ITPNT scope, the TWG determined NERC TPL-001-4 standard Table 1
planning events that do not allow for non-consequential load loss or curtailment of firm transmission
service will be identified as potential violations. Staff will work with the TWG on the approach to identify
these potential violations and the schedule impacts to the 2017 ITPNT study.
Additionally, the 2017 ITPNT Scope was modified to clarify how DC ties are modeled in the ITPNT
assessment. The method of modeling the DC ties did not change; language was added to the document
to describe the methodology more clearly.
TWG approved the 2017 ITPNT scope on March 29, 2016 with a unanimous vote of 12 votes in favor of
approving the modified scope document. The March 29th TWG call ran over its allotted time and some
members were unable to continue listening to the discussion and cast their vote. As a result, an email
notification was sent to the TWG asking if anyone who did not participate in the vote had a dissenting
opinion to the modified 2017 ITPNT Scope. Only one response with a dissenting opinion was submitted
by Randy Lindstrom (NPPD).
NPPD comments are listed below:
1.) TWG was not provided the power point presentation within the meeting material notification
requirements for an action item.
2.) NPPD was unaware of the discussions related to DC tie modeling.
3.) The “New DC Ties” list omits the Sidney DC Tie.
4.) The scope is unclear on how “New DC Ties” will be scheduled in this 2017 ITPNT as it relates to
discussions held at the February 2016 TWG meeting.
5.) NPPD is unclear on the reasons why the sentence below was removed from the scope:

These potential violations will be posted on a secure website for informational purposes only.

The 2017 ITPNT Scope was approved at the MOPC Meeting on April 12, 2016 with only one abstention
from Midwest Gen., LLC.
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Recommendations
1. The MOPC recommends the Board of Directors endorse the 2017 ITPNT scope, which requires
the evaluation of the NERC TPL-001-4 standard Table 1 planning events that do not allow for
non-consequential load loss or curtailment of firm transmission service in the 2017 ITPNT study
as potential violations.

Approved:

TWG

3/29/2016

Approved
MOPC

4/12/2016

Approved (1 abstention)

Action Requested:

Approve Recommendation
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Southwest Power Pool, Inc.
MARKETS AND OPERATIONS POLICY COMMITTEE
Recommendation to the Board of Directors
April 26, 2016
Payment Plan for Settlement of Historical Amounts under Attachment Z2
Organizational Roster
The following individuals serve on the Regional Tariff Working Group:
David Kays, OGE (Chair)
Robert Pick, NPPD (Vice Chair)
Mo Awad, WR
Michael Billinger, Midwest Energy
James Bixby, ITC Great Plains
Natasha Brown, WFEC
Alfred Busby, ETEC
Tom Christensen, Basin Electric
Alex Dobson, OMPA
Aaron Doll, EDE
Luke Haner, OPPD
Tom Hestermann, Sunflower
Rob Janssen, Dogwood Energy
Bernie Liu, Xcel
Christopher Matos, Golden Spread
Jessica Meyer, LES
Robert Pennybaker, AEP
Drew Robinson, KCPL
Neil Rowland, KMEA
Steve Sanders, WAPA
Robert Shields, AECC
Heather Starnes, MJMEUC
John Stephens, CUS
John Varnell, Tenaska
Aundrea Williams, NextEra
Walt Cecil, MPSC (Liaison)
Brenda Fricano, SPP (Secretary)
Background
Attachment Z2 of the SPP Tariff provides for revenue credits to be paid to entities (Upgrade Sponsors)
that have borne directly assigned costs for the construction of network upgrades. These credits are to
be paid from revenues generated by transmission service that could not have been provided but for the
existence of those upgrades. The credit revenues are to be funded through a combination of Network
service charges under Schedule 11, Point-To-Point service charges, and direct assignment charges.
Development of the processes and systems to calculate, bill, and distribute the revenue credits is
underway. Due to the complexity of the revenue credit calculations and the voluminous amounts of
data necessary for the calculations, SPP’s implementation of the process has been a major undertaking.
SPP and its stakeholders have spent years developing the processes and methodologies necessary for
implementation. The process was first placed in the Tariff in 2005 and has been further clarified
through follow-up filings with the FERC in 2007, 2008, and 2013. In addition, the Crediting Process Task
Force (CPTF) was created under the RTWG to define and clarify process details. The CPTF was created in
2009 and remains active today. Due to the complex nature of this project and delays in system
development, there are outstanding credits that are due to be paid by certain transmission service
reservations extending as far back as 2008.
Once the crediting settlement software is fully developed and ready for implementation, SPP will begin
processing the historical data to compute credits due Upgrade Sponsors for all creditable upgrades. SPP
will then begin collecting those historical amounts from the appropriate entities and distributing credits
to Upgrade Sponsors in accordance with Attachment Z2. Under the current project schedule, SPP
anticipates that credit charges and payments will begin invoicing in the fourth quarter of 2016.
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Analysis
In recognition of the lengthy historical period that must be billed and settled in order to implement the
provisions of Attachment Z2, members expressed concern that the amounts payable could place
financial strain on some entities if the historical amounts were to be billed in a single settlement month.
As a result, the RTWG created the Z2 Payment Plan Task Force (Z2 PPTF) in 2015 to consider whether to
recommend a payment plan mechanism for settlement of the historical amounts.
The Z2 PPTF worked with SPP staff to develop two options that are administratively feasible: a staggered
billing approach and a level payment approach. After discussion, the Z2 PPTF recommended the level
payment approach on February 10, 2016. The RTWG followed with a vote to recommend the same
approach on February 25, 2016. The motion that was approved by the RTWG describes the level
payment plan as follows:
Extend the payment plan across four consecutive quarters and start the invoicing period
immediately following the go-live date. The payment plan only pertains to the historical
settlements amounts. The first quarterly installment of the Z2 payment plan is due the immediate
invoice period following go-live. Entities can opt out entirely from any payment plan by notifying
SPP of their intention and pay their balance due for the historical period on the first invoice.
Interest is to accrue on unpaid balances over the last three quarters of the plan. The billable
amounts for Z2 crediting from the ‘current’ month will also be due and billed separately from any
payment plan.
Under the current system development and implementation schedule for Attachment Z2 settlements, it
is expected that the first billing month under this payment plan will be November 2016. With four
settlements, each of which is separated by three months, the payment plan would conclude in August
2017. Each company with net payable amount can elect to either pay the entire amount in the initial
month or take the level payment plan.
Recommendation
Approve the Level Payment Plan as the method of implementing the collection and distribution of
monies to compensate Upgrade Sponsors for use of Creditable Upgrades.
Approvals
MOPC approved with 43 in favor (77.4 percent) on April 12, 2016.
14 opposed: KG&E, SPS, Westar, ETEC, Entergy Asset Management, ITC Great Plains, KEPCO, KPP,
MEAN, NTEC, Northwestern Energy, Tenaska, Tex-La Cooperative, Xcel Energy SW Trans Co
11 abstained: GRDA, Dogwood Energy, Grain Belt Express Clean Line, Golden Spread, Heartland,
Hunt Transmission, Midwest Gen, Plains and Eastern Clean Line, Prairie Wind, Shell Energy,
South Central MCN
RTWG approved on February 25, 2016.
2 opposed: Xcel, WFEC
2 abstained: LES, Tenaska
Action Requested: Approve recommendation.
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Southwest Power Pool, Inc.
Recommendation to the Board of Directors
April 26, 2016
Payment Plan for Settlement of Historical Amounts under Attachment Z2

On April 12, 2016, the MOPC approved the Level Payment Plan as the method of implementing the
collection and distribution of monies to compensate Upgrade Sponsors for use of Creditable Upgrades.
Attachment Z2 contemplates that payment of credit payment obligations will be made monthly. Under
the Level Payment Plan entities will have the option to pay the amounts due for the historical period as
a one-time payment or pay in four equal installments, one every three months.
Recommendation: SPP staff recommends that the SPP Board of Director authorize SPP staff to make a
filing with the Federal Energy Regulatory Commission to request a waiver of the monthly billing
requirement in Attachment Z2 in order to implement the Level Payment Plan.
Action Requested: Approve recommendation.
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Z2 Payment Plan
Waiver
April 26, 2016
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1

Z2 Payment Plan
•

The Level Payment Plan approved by MOPC
permits an entity to pay the credits due for the
historical period all at one-time or over 4 equal
installments, one every three months.

•

Attachment Z2 contemplates payment of credit
payment obligations on a monthly basis.
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2

Recommendation
•

In order to implement the Level Payment Plan,
SPP should file a waiver request with FERC
requesting waiver of the monthly payment
obligation for the historical period.

•

Recommended Motion:

•

The SPP Board of Director authorizes SPP staff
to make a filing with the Federal Energy
Regulatory Commission to request a waiver of
the monthly billing requirement in Attachment
Z2 in order to implement the Level Payment
Plan as recomended by MOPC.
431 of 637

3

Southwest Power Pool, Inc.
Market and Operations Policy Committee
Recommendation to the Market and Operations Policy Committee
April 26, 2016
Organizational Roster
The following persons are members of the Capacity Margin Task Force:
Aaron Ramsdell, Basin
Bill Bojorquez, Hunt Transmission Services
Bill Dowling, Midwest
Bradley Hans, MEAN
Bryan Taggart, Westar
Clinton Bruhn, LES
Jason Atwood, NTEC, Vice-Chair
Jason Chaplin, Oklahoma Corporation Comm.
Jim Jacoby, AEP
Joe Taylor, Xcel
John Grotzinger, Missouri Joint Municipal EUC
John Stephens, Springfield
John Varnell, Tenaska
Jon Iverson, OPPD

Jon Sunneberg, NPPD
Lanny Nickell, SPP, Staff Secretary
Lloyd Linke, WAPA
Michael Wise, Golden Spread
Pat McCool, KCPL
Patrick Lyons, New Mexico PRC
Randy Hughes, INDN
Randy Root, GRDA
Rob Janssen, Dogwood
Thomas Hestermann, Sunflower, Chairman
Todd Tarter, Empire
Walt Cecil, Missouri PSC
Zac Hager, OGE

Background
SPP’s 2014 Strategic Plan explains "resource adequacy will become an increasingly important
component of SPP's responsibility as the Balancing Authority”. One of the strategic initiatives listed in the
strategic plan calls for refinement of SPP's current reserve margin requirements as necessary to support
SPP’s reliability assurance strategy, recognizing that it could also enhance member value and
affordability.
In July of 2014 the Markets and Operations Policy Committee (MOPC) directed the formation of the
Capacity Margin Task Force (CMTF) to re-evaluate SPP’s current capacity margin requirements and
methodologies. The need for the CMTF was expressed in recognition of SPP becoming the Balancing
Authority in March 2014, issues raised with existing SPP Criteria language, SPP’s expanding footprint
and operational changes, SPP’s significant transmission expansion efforts, and a capacity margin
requirement unchanged since 1998.
Considering responses to survey questions sent out to MOPC, the CMTF established four primary areas
of policy development as the top priorities. The areas include the load responsible entity, planning reserve
margin requirement, planning reserve assurance policy, and deliverability study. These policies identify
who is responsible for resource adequacy, what the resource adequacy requirement is, and how and
when the resource adequacy requirement can be and should be met.
Analysis
Through extensive discussion and collaboration within the CMTF and other working groups within
SPP, the CMTF developed the policies described above. Whitepapers developed to describe these
policies include requirements pertaining to SPP’s planning reserve margin structure that provide
economic benefits while maintaining reliability. Because the policies developed answer the “who”, “what”,
“how”, and “when” questions such that they are dependent on each other to yield the intended economic
and reliability benefits, the CMTF believes the policies should be approved and implemented collectively.
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For more details of the analyses and the timing associated with each of the policies, see the relevant
sections in Appendix A attached to this recommendation, as shown below.

Load Responsible Entity
Planning Reserve Margin Requirement and Terminology
Planning Reserve Assurance Policy
Deliverability Study

Section A.1
Section A.2
Section A.3
Section A.4

Recommendation
The MOPC recommends the BOD approve the following items to become effective for the summer of
2017.
• LRE whitepaper
• Planning reserve margin requirement for entities comprised of at least seventy-five percent
hydro-based generation to remain 9.89% and for all other entities to be 12.0%.
• “Capacity margin” terminology be replaced with “reserve margin” terminology throughout SPP
Planning Criteria and SPP Tariff language
• Planning Reserve Assurance Policy Whitepaper
• Deliverability Study Whitepaper

Approved:

MOPC

April 12-13, 2016

Passed with one opposed-KMEA and five abstentions-Midwest Gen, OGE Trans,
Tenaska Power, DATC and DETHCO
Approved:

Capacity Margin Task Force

March 15, 2016

Passed unopposed with no abstentions
Action Requested:

Approve Recommendation
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Appendix A
Section A.1
Load Responsible Entity
Background
The Capacity Margin Task Force (CMTF) is responsible for updating SPP Capacity Margin
requirements and methodology based upon SPP Stakeholder and Staff input. SPP Staff and the CMTF
have worked together to develop a whitepaper defining a Load Responsible Entity (LRE) and describing
responsibilities of the LRE and SPP for purposes of reserve margin obligation.
Analysis
All load that SPP, as a Consolidated Balancing Authority, is responsible for serving or could be
serving in an emergency scenario, should have a reserve margin associated with it. SPP Criteria
currently states that a Load Serving Member (LSM) is obligated to maintain the capacity margin
requirement. Not all load in the SPP Balancing Authority is associated with Load Serving Members. As a
result, the CMTF determined that the LSM is not a sufficient entity for reserve margin obligation. A new
entity that captures all load within the SPP Balancing Authority is needed, and that is purpose of the LRE.
The LRE Whitepaper defines the LRE and lists the responsibilities of the LRE and SPP in the context of
reserve margin obligation. (See the load responsible entity whitepaper for more details 1.)
Approved:

Capacity Margin Task Force

February 16, 2016

Passed unopposed with no abstentions

1

CMTF Approved Load Responsible Entity Whitepaper.docx
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Section A.2
Planning Reserve Margin Requirement and Terminology
Background
The Capacity Margin Task Force (CMTF) is responsible for updating SPP Capacity Margin
requirements and methodology based upon SPP Stakeholder and Staff input. The current capacity
margin requirement of 12.0%, which translates to a 13.6% reserve margin, has remained unchanged
since it was approved in 1998. SPP’s investment of over $5.5 billion in transmission upgrades through
2015 and $6.1 billion in future transmission expansion, establishment of a single Balancing Authority for
the region with the implementation of the Integrated Marketplace in 2014, the evolving diversity of
resources, and the geographical expansion of the SPP footprint with the addition of the Nebraska and
Integrated System (IS) entities are among the reasons for reassessing and potentially reducing SPP’s
current reserve margin requirements. SPP Staff and the CMTF have worked together to analyze the
reserve margin requirement of 13.6% by reviewing the methods, assumptions, and results of a Loss of
Load Expectation (LOLE) analysis.
Analysis
The current SPP capacity margin terminology has remained unchanged for over 18 years. In order to
maintain consistency with other entities across the industry, the CMTF has unanimously approved the
“capacity margin” terminology be replaced with “reserve margin” terminology.
The terminology change does not affect the amount of capacity required to meet the Planning
Reserve Margin (PRM) requirement, but does change how the PRM is calculated. Error! Reference
source not found. shows the calculation for capacity margin and Error! Reference source not found.
shows the calculation for reserve margin. With the change in nomenclature, SPP reserve margin
terminology will be more consistent with other regional entities across the industry while maintaining the
same planning reserve obligation for the PRM requirement.
𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 (𝑀𝑀𝑀𝑀) − 𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷 (𝑀𝑀𝑀𝑀)
= 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀 (%)
𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 (𝑀𝑀𝑀𝑀)
𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 (𝑀𝑀𝑀𝑀) − 𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷 (𝑀𝑀𝑀𝑀)
= 𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅 𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀 (%)
𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷 (𝑀𝑀𝑀𝑀)

Equation 1

Equation 2

To evaluate whether or not SPP’s current reserve margin requirement could be reduced, the CMTF
directed SPP staff to perform a series of LOLE analyses referred to as the “Limbo Study”. The CMTF
reviewed, modified, and approved the scope for the Limbo Study. (See the study report for more details 2.)
Assumptions were established considering historical data and were modeled using SPP’s LOLE
simulation software. The years 2016, 2017, and 2020 were included in the probabilistic LOLE analysis.
Applying the assumptions contained in the approved scope, the study showed that a 1 day in 10 years
LOLE criteria could be maintained at reserve margins of 7.53% and above for 2016 and 2020, while a 1
day in 10 years LOLE criteria could be maintained at reserve margins of 8.70% and above for 2017. The
LOLE for the above margins decreases over time from 2017 to 2020 due to the planned transmission
combined with additional future generation in constrained areas.

2
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After review of the initial results of the Limbo Study, additional assumption sensitivities were
recommended for analysis by the CMTF and other SPP working groups (Operating Reliability Working
Group and Generation Working Group). These additional sensitivities were performed to test the impact
on LOLE of applying extreme assumptions, compared to those originally established for the Limbo Study.
Applying these more extreme assumptions as a combined sensitivity showed that an LOLE of 1 day in 10
years could still be maintained at 12.0% reserve margin on a non-coincident peak for all years 3.
SPP staff contracted Astrapѐ Consulting to analyze the assumptions and results of the Limbo Study.
Astrapѐ suggested modifications to assumptions involving wind variability, load variability and uncertainty,
and non-firm support from external regions. In consideration of the assumption modifications combined
with SPP’s LOLE results, Astrapѐ suggested a reserve margin of 11.25% would meet SPP’s 1 day in 10
years criteria. Astrapѐ’s analysis was qualitative in nature and did not include any additional quantitative
simulations. (See the Astrape report for more details) 4.
The CMTF expects SPP to continue to apply its reserve margin requirement to each LRE on a noncoincident peak basis. It is important to note that the effects of SPP’s load diversity provides SPP more
capacity during its coincident peak than what would appear to be the case when considering the LRE’s
reserve margin requirement. For example, a 3.5% diversity factor applied to a 12% non-coincident peak
based reserve margin, provides SPP 16.1% reserves during its peak, which may be more comparable to
how most regions in the United States determine and apply their requirements.
SPP staff performed a reserve margin value calculation that was presented to the CMTF. That
calculation showed the region could save roughly $1 billion over a 40-year period for every 1 percent
reduction in required reserve margin. That's a savings of roughly $68 million per year for each percentage
point reduction. By reducing current reserve margin requirements while maintaining an adequate level of
reliability, SPP could assure reliability and enhance member value and affordability.
Based on the results of the Limbo Study, the application of additional sensitivities, the qualitative input
provided by Astrapѐ, the effects of diversity, and recognizing the associated cost savings, the CMTF
believes that SPP’s reserve margin requirement should be reduced. Although SPP’s Limbo Study shows
a significant reduction could be achieved, the CMTF recommends a measured reserve margin
requirement reduction at first, followed by continued development and performance of LOLE analyses on
a biennial timeline to analyze further possible modifications to the current reserve margin requirement.
Approved:

Capacity Margin Task Force

February 16, 2016

Passed unopposed with two abstentions
Oklahoma Gas and Electric abstained from the Planning Reserve Margin requirement vote due to the
following concerns:
•
•
•
•

3
4

Uncertainty on how potential CPP requirements and aging units with corresponding outage rates
will impact system
More consideration/discussion is needed to address the need for more coordination for outages
and unit availability during non-peak months
More consideration/discussion is needed to address how reducing the reserve margin may affect
the operating reserves
More consideration/discussion is needed for determining how much of the margin can be met
through load reduction methods like demand response and the deliverability study

2015 LOLE Sensitivity Analysis.pptx
SPP Resource Adequacy Review_Astrape_Final.docx
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Section A.3
Planning Reserve Assurance Policy
Background
The MOPC directed the CMTF to determine if penalties should be established for non-compliance
with SPP’s Planning Reserve Margin (PRM) requirement as an enforcement mechanism.
Currently identified enforcement mechanisms are:
•
•

NERC reliability standard penalty provisions in SPP’s Attachment AP
Potential revocation of membership under the SPP Membership Agreement

Analysis
Both existing enforcement mechanisms are either too extreme or occur too late to assure that the
required PRM is proactively maintained, leading the CMTF to conclude that the current mechanisms are
inadequate. The CMTF agreed that an appropriate assurance mechanism should incent proper planning
to ensure timely compliance with PRM requirements and should result in compensation to the parties
potentially impacted by non-compliant parties.
The proposed Planning Reserve Assurance Policy mechanism was established on principles that are
meant to motivate individual LRE compliance with SPP’s PRM requirement while ensuring adequate
resources are available to the SPP BA. These principles require a proactive determination of compliance,
a payment made by a non-compliant LRE(s) to those entities with excess capacity, and a payment scale
that increases as excess capacity in SPP decreases.
With increased scrutiny on resource adequacy data and the imposition of financial consequences for
inadequate resource planning included in this policy, the CMTF expects SPP to benefit from improved
resource planning motivated by this policy. The CMTF expects that the economic burden of the deficiency
payment is sufficient to ensure that this portion of this policy will be invoked infrequently. (See the
planning reserve assurance policy whitepaper for more details, including a timeline 5.)
Approved:

Capacity Margin Task Force - Original Vote

February 23, 2016

Passed unopposed with one abstention

Capacity Margin Task Force – Approval of
modified whitepaper

March 15, 2016

Passed unopposed with no abstentions
Oklahoma Gas and Electric abstained from the Planning Reserve Assurance Policy Whitepaper vote due
to the following concerns:
•

•

5

The majority of the MOPC voted “yes” to “should penalties for non-compliance be considered.”
The planning assurance policy was developed and presented as a consideration to meet this
charter requirement. No vote was conducted to determine if the members want to adopt this
policy.
OG&E agrees with AEP’s opinion that “this enforcement policy is getting very close to a capacity
market structure which the MOPC, RSC and CMTF have overwhelmingly said they do not want.”

CMTF Approved Planning Reserve Assurance Policy Whitepaper.docx
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•
•

More consideration/discussion is needed to address which unit should be used in the CONE
calculation. The cost should be higher to represent the various types of CTs installed in the SPP
over the last 5 to 10 years (i.e. Advanced CT (frame) units, aero derivative units, etc.)
It should be clear that this is a backstop policy only to be used as last resort and is not designed
to cover to the complete costs building a new unit.
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Section A.4
Deliverability Study
Background
Under the existing SPP Criteria, firm transmission service is required for delivery of capacity to meet
each load-serving member’s peak load obligation and planning reserves. Even with SPP’s improved
transmission service study process, it can still take six months or more to obtain firm transmission service
that might be needed to facilitate purchase of capacity to comply with the current SPP Criteria.
Recognizing recent value-added investment in transmission expansion within SPP, the CMTF believes
the improved deliverability should be made available to enable capacity purchases needed to meet PRM.
Analysis
The CMTF believes that the deliverability of capacity resources needed to meet only the required
PRM, not the peak load itself, could be reliably assured through either the acquisition of appropriate firm
transmission service or by obtaining capacity from generating facilities which is deemed to be deliverable
to the load through the performance of a deliverability study. The deliverability study should analyze the
ability of SPP Balancing Authority (BA) generators to be deliverable to the SPP BA. (See the deliverability
whitepaper for more details, including a timeline 6.)
For purposes of meeting short term Planning Reserve Margin (PRM) requirements the Capacity
Margin Task Force is recommending an approach that will allow LREs to rely on available transmission
capacity, as demonstrated through performance of a deliverability study, without sacrificing reliability.
Alternatively, SPP’s existing processes may be used to obtain firm transmission service. The
deliverability study process is intended to provide an additional mechanism for demonstrating reliable
access to transmission capacity needed to support the near-term needs an LRE might have to meet its
PRM requirements consistent with the schedule of the Planning Reserve Assurance Policy.
The current-year summer ITPNT SPP Balancing Authority (SPP BA) planning model will be used to
evaluate deliverability of each plant participating in the SPP BA. The initial assumption is that any
resource generating in the model is automatically deliverable to the SPP BA for the dispatched output
since the model dispatches around constraints and sets the SPP BA dispatch amounts. Each modeled
plant that was not committed or dispatched at its maximum output is then evaluated individually to
determine that plant’s total deliverability. Each plant’s deliverability amount is the amount of MWs that is
deliverable to the SPP BA from the studied plant. Of that deliverable amount, committed capacity
(capacity that is already purchased), as determined by the Generator Owner (GO), would be subtracted
to determine the capacity that is available for purchase for PRM obligation.
A plant’s maximum output is the summation of the maximum output of all units at the same site.
Each plant is studied to capture the maximum possible MW injection at the point of interconnection as
opposed to an individual unit analysis that might only identify the MW deliverability of a plant’s largest
unit. A transfer level equal to the difference between the facility/plant max capacity and the amount
dispatched in the model is determined for each plant. The transfer will be analyzed as a generation to
load transfer sinking into SPP BA so as the individual plant generation is increased; the SPP BA load
uniformly increases. A First Contingency Incremental Transfer Capability (FCITC) analysis of each
transfer will be performed to determine the deliverability of the resources. If the FCITC is equal to the
transfer amount then the resource is fully deliverable to the SPP BA. SPP facilities 100 kV and above will
be included in the FCITC analysis. Limits associated with invalid contingencies and Transmission
Operating Guides (TOGs) will be excluded as constraints.

6
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Approved:

Capacity Margin Task Force - Original Vote

November 20, 2015

Passed with one no vote and one abstention

Capacity Margin Task Force - Approval of
modified whitepaper

March 15, 2016

Passed unopposed with no abstentions
Oklahoma Gas and Electric voted against the Deliverability Study due to the following concerns:
•
•
•

This whitepaper provides theory but results have not been provided and tested to validate if the
deliverability study will worked as designed.
More consideration/discussion is needed to address potential issue of the physical location of
reserves not being in areas needing reserves
More consideration/discussion is needed to address the potential impact to LOLE study which
focuses on generation and load within the traditional BA areas
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Background and Introduction
Firm transmission service needed to deliver power from generation to load is currently required by SPP in
order for that generating capacity to count toward meeting a load’s Planning Reserve Margin (PRM) 1
requirement. Confirmed firm transmission service, whether for network or point-to-point service, will
continue to be required, consistent with the existing SPP Criteria, in order for a Load Responsible Entity
(LRE) to demonstrate firm transmission service necessary to count generating capacity toward serving
load. Firm transmission service will continue to be necessary to acquire Auction Revenue Rights (ARRs).
SPP is now developing an option to rely upon a pre-established determination of deliverability to allow the
LRE to meet its PRM requirements in excess of its peak load, including losses, without requiring firm
transmission service.
The approach described below will allow a LRE to rely on available transmission capacity, as
demonstrated through performance of a deliverability study, for its PRM requirements, at least in short
near-term timeframes, without sacrificing reliability. Although SPP’s existing processes may be used to
obtain firm transmission service, this process is intended to provide an additional mechanism for
demonstrating reliable access to transmission capacity needed to support the near-term needs an LRE might
have to meet its PRM requirements consistent with the schedule of the Planning Reserve Assurance Policy.

1

SPP Criteria currently specifies a Capacity Margin of 12%, which equates to a 13.6% Planning Reserve Margin. Since it is
expected that the Capacity Margin Task Force (CMTF) will recommend a terminology shift from the term “Capacity Margin” to
“Planning Reserve Margin”, this paper reflects that shift. Throughout this document, the Planning Reserve Margin shall mean
the difference in Total Capacity and Net Internal Demand, divided by Net Internal Demand.
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Deliverability Study
Study Purpose
PRM is required to ensure resources are readily available in the situation of unexpected loss of generation
or unexpected significant increase of demand. Annually, each LRE in SPP must report capacity committed
to supply its load and PRM obligations. Under the existing SPP Criteria, firm transmission service is
required for the delivery of capacity, including reserves, to meet each LRE’s peak load obligation. In the
future, it is being proposed that the deliverability of capacity resources needed to meet only the required
PRM, not the load itself, could be assured through either the acquisition of appropriate firm transmission
service or by obtaining from generating facilities with capacity that is deemed to be deliverable to the load
through the performance of a deliverability study. It is proposed that the deliverability study should take
the form of analyzing all SPP Balancing Authority (BA) modeled generation to determine if the associated
capacity is deliverable to the BA and not to specific load points, model areas, or zones.
Study Models
SPP staff and members develop planning models representing specific system conditions as part of the
ITPNT process. SPP members request generator capability data from the appropriate Generation Owners
(GO) for the resources in their modeling area and reflect the capability ratings in the planning models.
Based on these specific system conditions, the models demonstrate expected transmission system flows
under an SPP BA security constrained economic dispatch similar to the Integrated Marketplace dispatch.
Transmission projects are developed through the ITPNT process to address thermal and voltage needs in
each model. These planning models will be the base models for the deliverability analysis.
Analysis
The current-year summer ITPNT Consolidated Balancing Authority (CBA) planning model will be used to
evaluate deliverability of each plant in the BA. The initial assumption is that any resource generating in
the model is automatically deliverable to the SPP BA for the dispatched output since the model dispatches
around constraints and sets the CBA dispatch amounts. Each modeled plant that was not committed or
dispatched at its maximum output is then evaluated individually to determine that plant’s total
deliverability. Each plant’s deliverability amount is the amount of MWs that is deliverable to the SPP BA
from the studied plant. Of that deliverable amount, committed capacity, as determined by the GO, would
be subtracted to determine the capacity that could be made available for purchase for PRM obligation (see
Figure 1 below for an example).
A plant’s maximum output is the summation of the maximum output of all units at the same site. Each
plant is studied to capture the maximum possible MW injection at the point of interconnection as opposed
to an individual unit analysis that might only identify the MW deliverability of a plant’s largest unit. A
transfer level equal to the difference between the facility/plant max capacity and the amount dispatched in
the model is determined for each plant. The transfer will be analyzed as a generation to load transfer
sinking into SPP BA so as the individual plant generation is increased, the SPP BA load uniformly
increases. A First Contingency Incremental Transfer Capability (FCITC) analysis of each transfer will be
performed to determine the deliverability of the resources. If the FCITC is equal to the transfer amount
then the resource is fully deliverable to the SPP BA. SPP facilities 100 kV and above will be included in
the FCITC analysis. Limits associated with invalid contingencies and Transmission Operating Guides
(TOGs) will be excluded as constraints. A three percent transfer distribution factor threshold will be used
to analyze constraints impacted by the transfer.
Deliverability Study
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Plant

Max
Cap
MW

CBA
Model
Dispatch
MW

Study
Transfer
MW

Plant 1
Plant 2
Plant 3
Plant 4
Plant 5

128
200
140
100
1348

119.7
0
138.6
40
0

8.3
200
1.4
60
1348

FCITC

Deliverability % MW Deliverability
of Plant PMAX to of Plant PMAX to
SPP BA
SPP BA

8.3
200
1.4

100%
100%
100%

128
200
140

50
997.5

90%
74%

90
997.5

Table 1: Example of Deliverability Study Results

Deliverability Study Result Examples:
Plant 2 is offline in the BA powerflow model and has a max capacity of 200 MW. An FCITC analysis
showed that Plant 2 could deliver 200 MW without breaching a transmission constraint. Therefore, Plant 2
is 100 % deliverable (200 MW) to the SPP BA region, and the GO and a LRE could contract capacity up to
100 % (200 MW) of the Plant 2 maximum capacity (200 MW) amount.
Plant 5 is offline in the BA powerflow model and has a max capacity of 1348 MW. An FCITC analysis
showed that Plant 5 could deliver 997.5 MW until breaching a transmission constraint. Therefore, Plant 5
is 74 % deliverable (997.5 MW) to the SPP BA region, and the GO and a LRE could contract capacity up
to 74 % (997.5 MW) of the Plant 5 maximum capacity (1,348 MW) amount.
Applicability
The SPP BA Deliverability amount allows an entity to use the SPP BA deliverability amount to contract
capacity. This is an Integrated Marketplace simulated approach so that as load increases across the SPP
BA, individual plant generation increases accordingly to serve the incremental BA load. This approach
allows for load to be served with the pool of SPP resources based on an economic dispatch regardless of
long-term firm transmission service amounts. Long-term firm transmission service allows an entity to have
a hedge against congestion that could occur during real-time operations and has no impact on which
resources are dispatched to serve load.
A LRE may enter into a capacity contract to meet all or part of its PRM shortfall with any resource(s)
within the SPP BA, if the resource has deliverable capacity that is not already committed. In other words,
deliverable capacity, in excess of the committed capacity, from a resource is available to be contracted to a
LRE.
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Figure 1: Chart representation of deliverable, committed, and available capacity

Jointly Owned Units (JOUs)
Deliverability study results for each GO will consist of the total plant deliverability percentage and MW
amounts without generator ownership percentage breakdown. The MW deliverability amount based on
percentage of generator ownership will be determined by the GO(s).
Each GO’s MW deliverability amount can be determined by multiplying the plant MW deliverability
amount by the GO’s percentage of ownership.
Example from Table 1:
Plant 5 is a JOU with 25% ownership by GO 1 and 75% ownership by GO 2. Plant 5 has a deliverability
amount of 74% to the SPP BA.
PMAX for Plant 5 is 1348 MW and 74 % of 1348 is 997.5 MW.
GO 1 would have 0.25 * 997.5 MW which equates to 249.3 MW deliverable to SPP BA.
GO 2 would have 0.75 * 997.5 MW which equates to 748.1 MW deliverable to SPP BA.
Generator
Owner

MW Deliverability of
Plant PMAX to SPP
BA

% Ownership

JOU GO MW
Deliverability to
SPP BA

GO1
GO2

997.5 MW
997.5 MW

25%
75%

249.3 MW
748.1 MW

Table 2: Example of JOU GO MW Deliverability amounts
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Figure 2: Regional map indicating the dispatch boundary for deliverability analysis
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Deliverability Process Timeline

Deliverability Process Overview
•
•
•
•
•
•
•
•
•
•
•

SPP Board of Directors approves Notice To Construct (NTCs)
ITPNT CBA planning model finalized
Deliverability study performed for current year + 1 and current year + 2
Internal review of Deliverability study results
Deliverability study results provided to GOs
GOs determine available capacity and contract with LREs short on capacity for PRM obligation
LREs report Resource Adequacy Workbook capacity and load amounts to SPP
SPP performs pre-season deterministic PRM calculation on LRE data for Planning Reserve Assurance
LREs report Resource Adequacy Workbook cured capacity and load amounts to SPP
SPP performs final deterministic PRM calculation on LRE data for Planning Reserve Assurance
SPP submits final PRM values through EIA-411 submittal to NERC

Deliverability Study
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Deliverables
The findings of the Deliverability study results for each plant will be provided to each appropriate GO in
the last quarter of the current year. Based upon these results, each GO can work with applicable LREs to
develop a plan for acquiring the necessary capacity for PRM requirements. The results of each annual study
will extend for two consecutive summer periods. Each LRE may obtain a capacity contract based on the
latest results for the upcoming summer season. The Planning Reserve Assurance Policy process is
intended to ensure that each LRE enters the peak season with its PRM intact and ready to meet peak load
conditions. Prior to the start of the summer season, each LRE will report, through the Resource Adequacy
Workbook, their total capacity, including capacity contract amounts and demand values for validation by
SPP staff.
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Load Responsible Entity for
Planning Reserve Margin
Obligation
February 16, 2016
SPP Staff
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Background and Introduction
Reserve Margin is the amount of Deliverable or Prospective Resources minus the Net Internal Demand.
The division of this difference by the Net Internal Demand provides a percentage of reserve margin, which
is used interchangeably with the term reserve margin. A system possessing a reserve margin has
generation capacity in excess of maximum net internal demand. Reserve margin will reduce the risk of
not serving all net internal demand in situations where that demand is unusually high in combination with
some portion of the generation (capacity) being unavailable. Maintaining an adequate reserve margin will
decrease this risk to an acceptably low probability. Capacity margin is the same value, the difference
between an entity’s resources and demand. The difference between reserve margin and capacity margin
stems from the denominator used in the reserve or capacity margin percentage calculations. Reserve
margin has a net internal demand denominator and capacity margin has a resource denominator. Within
the electrical industry, a percentage of reserve margin is what is commonly used to determine the amount
of reserve margin necessary to be maintained for reliability reasons. Planning Reserve Margin (PRM) is
the term used by a majority of North American RTOs/ISOs to describe the reserve margin amount used
for planning purposes.
Currently SPP Criteria section 2 specifies that a capacity margin obligation shall be maintained by a Load
Serving Member. Load Serving Member, as defined by the SPP Criteria, does not cover all load in the
SPP Balancing Authority Area footprint. Capacity margin or reserve margin should be calculated as a
percentage above all load within a region’s boundary of reliability responsibility in order to provide
adequate reliability when needed.
On March 1, 2014, SPP implemented the Integrated Marketplace and became the consolidated Balancing
Authority for its region. SPP has been working with the Integrated System and SPP members to develop
tariff language and agreements that will expand SPP’s footprint to integrate WAPA, Basin Electric
Cooperative and Heartland by October 2015. The implementation of the Integrated Marketplace and the
integration of the Integrated System have raised a need to address SPP’s PRM requirements in order to
ensure continued reliability.
The SPP Balancing Authority area covers Integrated Marketplace resources and load. The SPP BA covers
loads represented by both members and non-members of SPP. In addition, some facilities served by the
BA are not facilities that have been placed under the functional control of SPP. For reliability reasons,
SPP needs a mechanism to ensure the entire load served by the SPP BA is covered by sufficient capacity.
Since the SPP Criteria outlines capacity margin requirements that only apply to SPP Load Serving
Members, and does not apply to entities that simply have facilities or load registered in the market or nonregistered load connected to the Transmission System, but no membership agreement with SPP, SPP has
created the concept of a Load Responsible Entity. This entity will have the obligation to provide planning
reserves through its Market Participant (MP). The Market Participant has an agreement directly with SPP
and will be responsible for ensuring compliance with the reserve margin requirements established in the
SPP Tariff and Criteria. The intent of this whitepaper is not to create contractual relationships directly
between SPP and the LRE.
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Load Responsible Entity
Load Responsible Entity (“LRE”) definition:
A Load Responsible Entity shall mean any Asset Owner participating in the Integrated Marketplace with
registered physical assets that are either load or firm Export Interchange Transactions. Asset Owners with
load pseudo-tied out of the SPP Balancing Authority will not be considered a Load Responsible Entity.
SPP Tariff Definitions
Asset Owner: An owner of any combination of: (1) registered physical assets (Resource, load, Import
Interchange Transaction, Export Interchange Transaction, Through Interchange Transaction), (2)
Transmission Congestion Rights, (3) Virtual Energy Offers, (4) Virtual Energy Bids, or (5) Bilateral
Settlement Schedules.

Market Participant: An entity that generates, transmits, distributes, purchases, or sells electricity or
provides Ancillary Services with respect to such services (or contracts to perform any of the foregoing
activities) within, into, out of, or through the Transmission System. Market Participant expressly
includes:
(a) Transmission Owner(s) and any of their Affiliates including Transmission Owners providing
transmission service to: (i) bundled retail load for which such Transmission Owners are taking neither
Network Integration Transmission Service nor Firm Point-To-Point Transmission Service under this
Tariff; and (ii) load being served under Grandfathered Agreements for which such Transmission Owners
are taking neither Network Integration Transmission Service nor Firm Point-To-Point Transmission
Service under this Tariff, (b) Transmission Customers, (c) Network Customers, (d) Generation
Interconnection Customers, (e) any Eligible Customer offering Resources for sale into the Energy and
Operating Reserve Markets that executes the Service Agreement specified in Attachment AH, or on whose
behalf an unexecuted Service Agreement has been filed at the Commission, (f) any retail customer or
eligible person that is not precluded under the laws or regulations of the relevant electric retail regulatory
authority including state-approved retail tariff(s) from participating directly in wholesale demand response
programs in the Energy and Operating Reserve Markets and that is technically qualified to offer Demand
Response Load (as defined in Attachment AE of this Tariff) into the Energy and Operating Reserve
Markets or an aggregator of such retail customers that offers qualified Demand Response Load into the
Energy and Operating Reserve Markets under Section 2.8 of Attachment AE, and (g) an entity that
executes the Service Agreement specified in Attachment AH and registers the assets of one or more Asset
Owners.
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SPP BA
SPP Transmission
System

LRE = Asset Owner with
registered load

MW

LRE = Asset Owner with
firm Export Interchange
Transactions

Summary of LRE, MP, and SPP responsibilities:
LRE Identification
An MP may represent and aggregate the PRM and reporting obligations of one or more LREs.
SPP
SPP, in coordination with applicable Market Participants, must identify the Load Responsible Entity(ies).

Reserve Margin
SPP
SPP will validate the LRE reserve margin compliance through discrete calculations based upon LRE
submitted data.
SPP will compile LRE reserve margin calculations and provide a report of the findings to the LREs and
SPP Stakeholders before and after the summer peak period.
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MP
The Market Participant has the legal relationship with SPP and will ensure that all LREs, represented by
the Market Participant, meet the PRM obligations and provides the required data to SPP so that SPP can
independently verify compliance. If an LRE refuses to either 1) become a Market Participant or 2) procure
a third party Market Participant to represent them, SPP will file an unexecuted Market Participant
Agreement with FERC.
LRE
The LRE will ensure the obligation for PRM requirements is met pursuant to requirements to be
established in the SPP Tariff. Pseudo tied loads that are subject to the PRM obligations of another
Balancing Authority shall not be subject to LRE requirements.

Demand Data Reporting
SPP
SPP will validate that the demand values submitted for PRM requirements against the previous year(s)
forecasts.
MP
The Market Participant will ensure that the LRE provides the necessary demand value data needed to
calculate planning reserves to SPP.
LRE
The LRE will ensure that demand values reported for the planning reserve calculation are accurately
reflective of the LRE’s system peak responsibility pursuant to requirements to be established in the SPP
Tariff.

Capacity Data Reporting
SPP
SPP will validate that the resource MW values used for PRM requirements are accredited properly per the
latest unit testing results conducted in accordance with the SPP Criteria (or SPP Tariff if the procedures
are replicated there).
MP
The Market Participant will ensure that the LRE provides the necessary resource MW value data needed
to calculate planning reserves to SPP.
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LRE
The LRE will ensure that resources used to meet the PRM requirement are properly accredited and tested
per the SPP Criteria. The Criteria testing procedures could be replicated in the Tariff in order to have a
self-contained set of requirements.

Planning Reserve Assurance
LRE
A Planning Reserve Assurance policy will establish guidelines and actions for the LRE to abide by in
order to ensure that PRM requirements are met. Circumstances in which the Planning Reserve Assurance
policy is applicable:
• LRE fails to submit to SPP the data necessary for planning reserve calculation
• LRE fails to meet PRM obligation as specified by the Tariff

Obligation and Performance
LRE – MP – SPP
The LRE, through its Market Participant, submits necessary planning reserve data directly to SPP. The
LRE maintains PRM and the MP maintains the performance obligation. SPP performs data validation and
planning reserve calculation.

Performance
Obligation

MP

Reserve
Margin
Obligation

LRE(s)

SPP

Data
Validation
Planning
Reserve
Calculation
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Existing Planning Reserve Margin Assurance
Current mechanisms to ensure timely, reliable assurance of Planning Reserve Margin (PRM)
requirements in SPP are inadequate. Currently identified mechanisms are:
•

NERC reliability standard penalty provisions in SPP’s Attachment AP 1

•

Potential revocation of membership under the SPP Membership Agreement

Both of these existing, identified assurance options are either too extreme or occur too late to assure
that required levels of PRM are maintained. An appropriate assurance mechanism should incent
proper planning to ensure timely compliance with PRM requirements and should result in
compensation to the parties potentially impacted by non-compliant parties. That is, if a Load
Responsible Entity (LRE) is short on capacity and the region relies on the excess capacity of other
parties in SPP to provide adequate regional reliability, then those parties should be the ones
receiving compensation through the assurance mechanism. SPP’s existing assurance mechanisms
are either unlikely to be exercised or would be exercised in a way that would not encourage proper
behavior proactively and would not adequately compensate parties with capacity in excess of the
PRM requirements in SPP.

ATTACHMENT AP
1

See SPP OATT Attachment AP
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Future Planning Reserve Margin Assurance
1.0 Assurance Principles
A. Any new future PRM assurance mechanism should be designed based on the following
principles:
I.

II.

Assurance should be timely and proactive, preferably by determining a Load
Responsible Entity’s (LRE’s) potential lack of compliance in advance and allowing
such LRE to potentially take corrective action, if available.
Assurance should consist of a payment by a deficient LRE to those parties with
excess capacity in SPP.

III.

The amount of the payment should economically incent LREs to address their PRM
capacity deficiency.

IV.

The receipt of the payment should be allocated to the appropriate parties in a manner
reflecting the impact of the LRE’s PRM deficiency.

The term “PRM deficiency” includes the entire capacity deficiency of an LRE with regard to its
failure to meet SPP’s PRM requirement, which includes both capacity required to meet an LRE’s
peak load as well as the capacity required to meet an LRE’s PRM requirement above peak load.

2.0 Proposed Guidelines
A. Consistent with these principles, the Capacity Margin Task Force (CMTF) recommends that
the following principles be adopted regarding the assurance of PRM in the SPP region:
I.

An effective assurance mechanism in the SPP region would utilize payments to
provide compensation from LREs who are short on capacity to those in the SPP
region who are long on capacity. This mechanism may only be used to pay LREs and
other capacity resource owners in the SPP region.

II.

The status of each LRE’s compliance would be established in advance of the summer
peak season(s), which is June 1st through September 30th, by SPP Staff based on load
forecast and accredited capacity data provided by each LRE and Staff’s independent
review of such data to ensure accuracy and compliance with SPP’s PRM calculation
requirements.

III.

Prior to the start of the summer peak season(s), each LRE that is short on capacity has
the option to make appropriate arrangements, including entering into a bilateral
contract for capacity or demand response from any Generation Owner or demand
response provider, including another LRE, that is long on capacity in the SPP region.
Any such arrangements will need to meet the terms of applicable SPP Criteria and/or
SPP OATT provisions for PRM requirements existing at the time such arrangements
are relied upon to satisfy an LRE’s PRM.
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B. Finally, if an LRE’s reserve margin is not compliant with the relevant SPP Criteria and/or
SPP OATT provisions prior to the start of the summer peak season(s) then that LRE shall
make a PRM deficiency payment in accordance with Section 3.0 F.

3.0 Planning Reserve Margin (PRM) Deficiency Payment Guidelines
A. The amount of the PRM deficiency payment shall be based on the Cost of New Entry
(CONE) for new generation in SPP. The CONE figures for each year shall be developed and
published by SPP as part of the compliance assurance process and shall be based on publicly
available information, such as that from the Energy Information Administration (EIA) for the
SPP region. The sliding scale shall be:
1. When the region-wide PRM is equal to the SPP PRM requirement plus 8% 2or
greater, then the CONE would be based on 125% of the estimated annual capital and
fixed operating costs of a new natural gas-fired peaking facility.
2. When the region-wide PRM is equal to the SPP PRM requirement plus 3% or greater,
but less than the PRM requirement plus 8%, then the CONE would be based on 150%
of the estimated annual capital and fixed operating costs of a new natural gas-fired
peaking facility.
3. When the region-wide PRM is less than the SPP PRM requirement plus 3%, then the
CONE would be based on 200% of the estimated annual capital and fixed operating
costs of a new natural gas-fired peaking facility.
B. The CONE multiplier of the assurance mechanism discussed above provides increasing
incentives consistent with the potential for reduced reliability in the SPP region. The CONE
multiplier mechanism also reflects the increased reliability value of capacity as PRMs
diminish in the SPP region.
C. The total PRM deficiency payment made by an LRE for the annual summer peak season(s)
shall cover the annual capital and fixed operating costs as defined in the assurance
mechanism.
D. Referencing the most recent EIA report on Updated Capital Cost Estimates for Utility Scale
Electricity Generation Plants, SPP will annually determine the appropriate CONE value
based on an appropriate natural gas peaking technology3. The CONE value most
appropriately only reflects costs and shall not include the anticipated net revenue from the
sale of capacity, Energy or Ancillary Services.

2

Refer to the SPP Criteria and/or OATT for the latest Planning Reserve Margin requirement
The CT unit cost used is the Frame 7FA 05 which is labeled Advanced CT in the U.S. Energy Information
Administration’s Updated Capital Cost Estimates for Utility Scale Electricity Generating Plants

3
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E. The results shown in Table 1 were derived by SPP based, in part, upon data supplied by the
EIA in year 2013 dollars, which were inflation-adjusted (1.72%) using data from the Bureau
of Labor Statistics in order to convert EIA cost data from 2013 dollars into 2015 dollars. In
order to produce the annualized CONE value for the LREs from these cost numbers, SPP
assumed: a 50/50 debt to equity ratio; a 20-year project life and loan term; a 5.25 percent
debt interest rate; an 11 percent after tax internal rate of return on equity; a 38.9 percent
combined effective federal and state tax rate; and a calculated weighted average cost of
capital based on a combination of debt and equity financing (8.1%). SPP along with
stakeholders will continue to examine these factors annually in order to determine if any
modifications are needed. These factors and assumptions are comparable to those used by
other RTOs in the development of CONE estimates 4.
Plant Size, MW

210

Capital Recovery, $/kw-yr.

78.32

Fixed O&M Costs, $/kw-yr.

7.29

Total Fixed Expenses, $/kw-yr.

85.61

Total Fixed Expenses, $/MW-yr.

85,605.58

Total Fixed Expenses, $/MW-yr. (125%)

107,006.98

Total Fixed Expenses, $/MW-yr. (150%)

128,408.37

Total Fixed Expenses, $/MW-yr. (200%)
171,211.16
Table 1
Combustion Turbine Plant, 2015 Results
F. The LREs who are found to be deficient in meeting their PRM requirement as determined by
this assurance policy are subject to the deficiency payment requirement based on the
applicable CONE. The LRE is responsible to make a deficiency payment for the PRM
deficiency, including any deficiency in meeting peak load in addition to meeting SPP’s PRM
requirement. The deficiency payment shall be made to SPP, and SPP shall initially distribute
such payment to all the LREs who have surplus reserves above the SPP PRM requirement.
The allocation of the payment to each of these LREs shall be based on the LRE’s
contribution on a MW share to the total SPP Region’s MW above the PRM requirement.
Therefore, in combination, all the LREs who have PRMs in excess of the SPP PRM
requirement will receive 100% of the deficiency payment. The capacity being provided to the
LRE that is deficient must be subtracted from the surplus reserves of each LRE that is long.
This process will ensure this block of MW’s will no longer be available for capacity
contracts to other LRE’s during the peak season.

4

The assumptions made in the CONE calculation are consistent with the EIS Market Offer Cap calculation that was
FERC approved and are similar to MISO’s methodology.
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SPP Capacity Margin Task Force, Enforcement Policy Small Group
Proposed Method (by example) to transfer enforcement funds from deficit LRE(s) to the LREs meeting their reserves.

Reserve Margin
13.64

LRE ID

A
B
C
D
E
F
G
Total

Planning
Planning
Load
Generator
Forecast
Capability
MW

A
B
C
D
E
F
G

MWs
Long
18
1500
70
500
40
550
145

Amount
Minimum Gen
Deficit
long above
needed to meet
LRE
minimum
the Reserve
zeroed
Reserve
Margin MW
out
Margin MW
113.64
4.36
4.36
11364
136
136
568.2
1.8
1.8
4545.6
-45.6
0
284.1
5.9
5.9
3977.4
72.6
72.6
1022.76
22.24
22.24

100
10000
500
4000
250
3500
900

118
11500
570
4500
290
4050
1045

19250

22073

21875.7

LRE to Pool

1

Weighting

LRE ID

1.25xCONE
125 $/kW-yr demonstration purposes

197.3

Pool
Reserve
Margin
14.66%

LRE
Deficit

45.6

242.9

% long of
the total
Total
Total MW
Payment
pool percentage value
amount owed
excess allocated allocated the long LREs
reserves
2%
2%
0.8 $
102,314
56%
56%
25.5 $
3,191,437
1%
1%
0.3 $
42,240
0%
0%
0.0 $
2%
2%
1.1 $
138,452
30%
30%
13.6 $
1,703,664
9%
9%
4.2 $
521,894
1.000

1.000

45.600 $

5,700,000

Figure 1
Example of Allocation of PRM Deficiency Payment

LRE to Pool
allocation_Version 1

G. In the event that the total PRM deficiency in the SPP region is greater than the total capacity
LREs have in surplus of their PRMs, allocation of deficiency payment shall occur using the
following steps. 1) Payment for the portion of PRM deficiency equal to surplus capacity will
be allocated to all LREs who have surplus reserves as described above. 2) Remaining
deficiency payment will be allocated to generator owners who have SPP accredited resources
with excess capacity not already committed, for the portion of PRM deficiency payment that
did not get allocated in step 1. This allocation will be based on the non-LRE capacity
resources’ contribution to the total of all such excess, uncommitted non-LRE capacity in
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SPP. 3) As a final backstop, if there is still unallocated deficiency payment after steps 1 and
2 above, then it will be distributed to originally non-deficient SPP LREs based on their SPP
load-ratio share.
H. SPP shall create a voluntary process for non-LRE capacity resources in the SPP Balancing
Authority, as referenced above, to participate in the Planning Reserve Assurance Policy
consistent with the LRE’s timeline for submitting the Resource Adequacy Workbook (RAW)
data request to SPP.

4.0 Planning Reserve Margin (PRM) Timeline
A. For clarity, after the determination of peak season PRM compliance (prior to the start of the
applicable peak season for an LRE), a LRE’s intermittent failure to maintain the availability
of its resources, including demand response and purchased capacity, shall not indicate that it
is non-compliant with the PRM assurance process. PRM is intended to provide for planned
reliable operations of the SPP system and the ability to satisfy LRE’s load under reasonably
anticipated circumstances. It should be expected that at certain times, any LRE may need to
use the resources comprising its PRM for operational purposes, resulting in available
resources less than the LRE’s peak load plus its PRM requirement.
B. This PRM assurance policy is intended to ensure that each LRE enters the peak season with
its PRM intact and ready to meet peak load conditions. This shall be the determining factor
of whether compliance with this policy is met for the peak season after the determination of
compliance has been made. During the peak season, it is expected that each LRE will at all
times maintain the availability of its owned or contracted resources to meet its daily load and
operating reserves obligations, per the SPP criteria, at a minimum. However, compliance
with any such operating reserve requirement shall be monitored and assessed by SPP Staff
and the appropriate SPP working group (the ORWG) separately from this PRM assurance
policy.
C. The intent of this PRM assurance policy is that each LRE will provide SPP it’s RAW by
February 15th of each year with a plan to meet its PRM requirement. If the LRE workbook is
complete and shows that the LRE has adequate planning reserves, the LRE will be
considered to have met its PRM requirement. If the LRE does not have adequate reserves in
place, it will have an opportunity to bilaterally contract for additional capacity in the
timeframe between February 15th and May 15th. So long as the LRE solves its deficient PRM
by May 15th, it will be considered to have met its PRM requirement. If the LRE fails to
obtain additional capacity or submit its data to SPP by May 15th, it will be considered
deficient and, as such, will make a deficiency payment.
Additionally, below are some details on the data submission, calculation errors, and timeline
requirements:
a. The RAW submissions by LREs on February 15th will be used to qualify the LREs’
PRM requirement for the upcoming summer peak season. Absent any calculation
errors or otherwise misstated information, any LRE that has adequate reserves in this
submission is considered to have met its PRM requirements.
SPP Reserve Margin Assurance Policy

469 of 637

8

Southwest Power Pool, Inc.

b. The February 15th submission may include any resources, new or existing, provided
they are expected to be available during June 15th – September 15th. The LRE can
count on these resources for compliance with the PRM assurance policy. If after
February 15th, the planned availability of a resource change such that it is not
available during June 15th – September 15th, it will still be considered as available in
the determination of that LRE’s PRM.
c. Resources that are expected by February 15th to be unavailable during part or all of
the period from June 15th – September 15th will not count as capacity for purposes of
meeting the LRE’s PRM requirement.
d. Any LRE that is short of its PRM requirement in the February 15th submission will
have until May 15th to correct the deficiency with bilateral contracts. This provides
90 days for LREs to bilaterally contract for additional capacity and obtain
transmission service or rely on SPP’s transmission deliverability determination to
arrange capacity needed to meet its PRM. Should the LRE also need capacity to cover
part of its load obligation, FIRM transmission is required and the LRE will have 90
days to arrange for that transmission.
e. Any LRE that fails to supply a RAW to SPP will be considered to be deficient of its
PRM requirement. If the LRE does not submit the required data by May 15th, SPP
will consider them in violation and subject to the assurance policy for the entirety of
their PRM requirement, which includes all capacity required to meet the LREs peak
load.

D. Post-season analysis should be conducted to compare the actual results versus each LREs
planning forecast. Further PRM assurance activities would not be based on the post-season
analysis, although SPP may refer cases of potential violations of the PRM assurance rules to
the Markets and Operations Policy Committee (MOPC) for further investigation and action,
if necessary. Post-season analysis would be used to evaluate LRE’s planning forecast
consistency and develop further improvements for the PRM assurance process.
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Figure 2

SPP Reserve Margin Assurance Policy

471 of 637

10

Southwest Power Pool, Inc.
MARKETS AND OPERATIONS POLICY COMMITTEE
Recommendation to the Board of Directors
April 26, 2016
Wind Integration Study Transmission Acceleration Recommendation
Organizational Roster
The following persons are members of the ORWG:

Mr. David Pham
Mr. Kyle McMenamin
Mr. Allen Klassen
Mr. Paul Lampe
Mr. Ron Gunderson
Mr. Todd Gosnell
Mr. Jim Useldinger
Mr. Steve Haun
Mr. Allan George
Mr. John Stephens
Mr. Bryn Wilson
Mr. Dennis Sauriol
Mr. Darrel Yohnk
Mr. Matthew Stoltz
Mr. Jeff Wells
Mr. Chance Myers
Mr. Craig Speidel

Empire District Electric Company
Southwestern Public Service
Westar Energy
Independence Power & Light
Nebraska Public Power District
Omaha Public Power District
South Central MCN
Lincoln Electric System
Sunflower Electric Cooperative
City Utilities of Springfield
Oklahoma Gas & Electric
American Electric Power
ITC Great Plains
Basin Electric Power Cooperative
Grand River Dam Authority
Western Farmers Electric Cooperative
Western Area Power Administration
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Background
The Wind Integration Study (WIS) recommended transmission acceleration for PID 30843 Cimarron –
Draper 345kV (Terminal Upgrades) and PID 30844 Amoco – Sundown 230kV (Terminal Upgrades). SPP
Staff performed cost and benefit calculations for the projects and in both cases found the benefit to
significantly outweigh the cost. The project recommendations were brought before ORWG, TWG and
ESWG where each working group approved the recommendations to move forward with acceleration.
Upon further review, MOPC recommended SPP Staff to reevaluate the projects need date and return to
MOPC in July.
Business Practice 7160 requires Board approval to re-evaluate an assigned NTC outside of the ITP study
process.
Recommendation
Staff is requesting authorization from the Board to perform an expedited review of the need to
accelerate these projects with results to be provided in July.
Approvals
MOPC approved with unanimously in favor on April 12, 2016. No abstentions. No opposition.
TWG Approved recommendation #5 (Accelerate ITP projects) on March 16, 2016
Voting Record:
• 24 In Favor
• 1 Against (OPPD)
• 2 Abstentions (EDE and GDS Associates)
ESWG Approved recommendation #5 (Accelerate ITP projects) on March 17, 2016
Voting Record:
• 15 In Favor
• 2 Against (OPPD and SUNC)
• 1 Abstention (ITC Holdings)
Action Requested: Approve recommendation.
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SPP Staff
Recommendation to the Board of Directors
April 26, 2016
Recommendation for Expedited Re-evaluation of the Walkemeyer Project
Organizational Roster
The following persons are members of SPP Staff making this recommendation:
Mr. Antoine Lucas
Mr. Lanny Nickell
Mr. Carl Monroe

Director, Transmission Planning
VP, Engineering
Executive VP and COO

Background
The Walkemeyer Project was approved by the Board on April 28, 2015, as part of the 2015 ITP NearTerm (ITPNT) and ITP 10-Year (ITP10) Assessments. Phase 1 of the project includes tapping the
Hitchland to Finney 345 kV line near the existing Walkemeyer 115 kV substation, building a new
switching station with a 345/115 kV transformer, and building a new 1-mile 115 kV line from the tap
point to the existing Walkemeyer 115 kV substation. This portion of the project was included as part of
the ITPNT with a Need Date of June 2015, and Southwestern Public Service Company (SPS) and
Sunflower Electric Power Corporation (SEPC) were issued NTCs on August 13th. Phase 2 of the project
was approved as a part of the 2015 ITP10 with a June 2019 Need Date, and includes both Competitive
and non-Competitive Upgrades. The Competitive Upgrade is a new 21-mile 115 kV line from North
Liberal to Walkemeyer, for which the Transmission Owner Selection Process is expected to conclude at
the April 2016 Board meeting. NTC 200342 was issued to Mid-Kansas Electric Company (MKEC) on June
30th, and NTC 200344 was issued to SEPC on August 13th for the non-Competitive Upgrades of Phase 2,
which include terminal upgrades at the existing North Liberal and Walkemeyer substations necessary to
accommodate the Walkemeyer - North Liberal 115 kV line.
Below is an illustration of the project:
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Phase 1
NTC 200343 - SPS

1

Finney

2
3

NTC 200344 - SEPC

4

Tap the 345 kV line from Finney to Hitchland to create new
Stevens Co. substation
51327 Install new 345/115 kV transformer and 115 kV ring bus at
Stevens Co.
51340 Construct new 1-mile line from Stevens Co. to Walkemeyer
51235

{

51241 Install terminal upgrades at Walkemeyer for termination of new
line from Stevens Co.

New Stevens Co. Substation
2

1

345 kV Bus

4

115 kV Bus

3

Cimarron
River Station

Walkemeyer
1
2

3

North Liberal

Phase 2
Hitchland

1
2
3

51241 Install terminal upgrades at Walkemeyer for termination of
new line from North Liberal
Construct new 21-mile 115 kV line from Walkemeyer to
51242
RFP 000001
North Liberal
NTC 200342 - MKEC 51243 Install 115 kV upgrades at N. Liberal for termination of new
line from Walkemeyer

NTC 200344 - SEPC

On March 8th, SPP received a formal request from MKEC to re-evaluate NTC 200342 and a portion of
NTC 200344, specifically the portion that requires terminal equipment to accommodate the new 115 kV
line from Walkemeyer to North Liberal (Phase 2). Mid-Kansas stated that a 27% load forecast reduction
in the area since the original need for the NTCs was identified contributed to their opinion that the
project is no longer needed. Normally, Staff would re-evaluate an NTC as part of the upcoming ITP
assessment. However, given that the project includes a Competitive Upgrade, SPP agrees that the reevaluation should be expedited. Business Practice 7160 requires Board approval to re-evaluate an
assigned NTC outside of the ITP study process.
Furthermore, due to the likelihood of the load forecast reduction in the area impacting the entire
Walkemeyer Project, SPP recommends re-evaluating the need for Phase 1 of the Walkemeyer Project
concurrently with Phase 2.
Recommendation
Staff is requesting authorization from the Board to perform an expedited review of the need for both
Phase 1 and Phase 2 of the Walkemeyer Project with results to be provided in July.
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Approvals
Although the MOPC was informed of SPP Staff receiving MKEC’s request, no SPP organizational group
has been asked to approve the request for an expedited review.
Action Requested: Approve recommendation.
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Industry Expert Panel Recommendation Report
Executive Summary
Executive Summary
In October 2014 the SPP Board of Directors (Board) established a 10-person pool of industry experts
in preparation for any Competitive Upgrade (CU) projects approved in 2015 for construction. 1 The
2015 Integrated Transmission Planning (ITP) recommendations included one CU, the North Liberal
– Walkemeyer 115 kV Project.2 SPP then issued a Request for Proposal (RFP) as required by the
SPP Transmission Owner Selection Process to qualified entities soliciting proposals to construct,
own, and operate the CU facility pursuant to Attachment Y of the SPP Tariff.3
SPP executed contracts with eight of the recommended experts to form a pool of candidates for any
potential panel. In November 2015 the Oversight Committee approved the selection of five panel
members, with a lead and second in each of the five scoring categories described in Attachment Y of
the SPP Tariff and also designated one expert to act as a chairman for the panel.4 For the
Engineering Design scoring category, an outside consultant was designated to assist the experts in
the analysis but not participate in scoring.
Prior to the beginning of the evaluation period, the panel met several times via conference calls to
define its organizational structure and operating rules, and to determine how it would evaluate
proposals.i During this time, the panel also agreed that the most critical aspects for success of the
Walkemeyer Project, which was designated in the ITP process as being needed for reliability, were
being constructed on time, within budget, and operating as intended. Given these success criteria,
the panel adopted a scoring methodology for each scoring section prior to the start of the evaluation
period. This methodology would break each of the five rating categories into criteria required by the
Tariff and possibly additional criteria and subcriteria determined by the experts with assigned points
that sum to the point totals required for each scoring category.
The IEP determined that each response to the RFP would be evaluated based on the information
provided in the RFP Response. If required, a clarification would be sought from a respondent(s) to
allow for a better understanding of the information provided in the RFP Response but no additional
information would be requested from any individual respondent to prevent any unfair advantage in
supplementing a response. The IEP determined that its role was to evaluate the information
provided for reasonableness and for comparison, but not to serve as an audit function.
Each rating category team presented its detailed methodology to the full IEP, which discussed each
of the methodologies individually to identify areas of potential improvement and to agree on a
general approach for scoring, while allowing flexibility within each rating category for the experts to

1

SPP Board of Directors/Members Committee Meeting Minutes October 28, 2014
SPP Board of Directors/Members Committee Meeting Minutes January 27, 2015 and April 28, 2015
3
www.spp.org
4
Oversight Committee Meeting Minutes November 11, 2015
2
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apply their judgment in designing the methodology, consistent with the requirements of the SPP
Tariff. The scoring methodologies were also reviewed from a cross-category perspective to provide
a general understanding of the area that crossed the category boundaries. The rating methodology
for each category was largely complete before the IEP members were given access to the RFP
responses on November 30, 2015.
During the evaluation period, each of the IEP scoring category teams evaluated each proposal using
the scoring methodology that was previously developed. The IEP discussed the scoring process in
several conference calls, and each scoring category team presented preliminary results at a face-toface meeting on January 11-12, 2016. The IEP finalized its point allocation after a subsequent series
of conference calls in which each scoring category team submitted its finding for peer review. The
IEP then documented its work in this report.
The result of the IEP’s evaluation reflected the structure of the selection methodology set out in the
SPP Tariff. The recommended RFP Proposal and alternate received the highest total point
allocations but did not score the highest in most of the five scoring categories. This reflects the
approach in the SPP Tariff, which allocates points across the five scoring categories, which has the
effect of requiring strong performance across the five categories to secure the most points rather than
strong performance in any one area.
The Engineering Design review determined that five RFP Respondents did not meet an SPP
Minimum Transmission Design Standards for Competitive Upgrades (MTDS), Revision 1
requirement related to conductor size. Section 2.3 of the RFP requires all RFP responses to, at a
minimum, comply with the design specifications as outlined in these standards. As a result, these
five respondents were awarded 0 points in the Engineering Design scoring category and resulted in
negative scoring effects in other categories.
Proposal 1 is the IEP’s recommended RFP Proposal. Proposal 1 received the highest point
allocation of any RFP Respondent, which was 13% greater than the second highest RFP Respondent.
Proposal 1 received the second highest point allocation by the IEP in two of the five scoring
categories. Proposal 1 was one of two RFP Respondents that qualified for the Detailed Project
Proposal incentive points. However, Proposal 1 would have received the highest point allocation
even without incentive points, which demonstrates the comparative strength of its proposal.
Proposal 2 is the recommended alternate RFP Proposal. Proposal 2 received the second highest total
point allocation of any RFP Respondent, and received the highest point allocation in the Rate
Analysis scoring category of the proposals that met all engineering design criteria.
The point allocation for each scoring category for each of the 11 RFP Respondents is shown in Table
1.

IEP Transmission Provider Internal Report for RFP000001

480 of 637

3

Table 1
Summary Scoring
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Industry Expert Panel Evaluation Process and Results
Section 1: Industry Expert Panel History
In October 2014, the SPP Oversight Committee recommended a pool of 10 experts to the SPP Board
of Directors that would be available for the creation of an industry expert panel should there be CU
projects approved in 2015 for construction. The Board approved the Oversight Committee
recommendation to include these 10 experts in the pool for 2015.
In April 2015, the Board finalized approval of the 2015 Integrated Transmission Planning
recommendations. These recommendations included one project that was determined to be a CU, as
described in the SPP Tariff. Under the SPP TOSP, SPP issued a RFP to qualified entities to provide
them an opportunity to submit a proposal to construct, own, and operate the CU facility pursuant to
the SPP Tariff.
On May 5, 2015, SPP published a RFP for the North Liberal - Walkemeyer 115 kV Project (the
Project or Walkemeyer Project). The terms for response were largely dictated by the SPP Tariff,
Attachment Y and provided in the RFP itself. All interested qualified entities were required to
submit proposals on or before November 2, 2015. A standard RFP Response template and
instructions were provided to each qualified entity. In addition to the required response format,
each entity was instructed to meet additional guidelines (such as minimum design standards, SPP
Operating Criteria, and incumbent interconnection requirements) in their responses. Each of these
additional guidelines was noted in the RFP and included detailed documentation of the requirements.
After the approval of the CU, SPP proceeded to secure contracts with 8 of the 10 recommended
experts to form a pool of candidates for 2015. On September 30 – October 1, 2015, the 8 members
of the expert pool and SPP Board member Josh Martin attended a two-day training exercise at the
SPP headquarters in Little Rock. The experts were provided an overview of SPP and information
related to its ITP process, FERC Order 1000, the SPP Order 1000 Process, and SPP Tariff provisions
related to Order 1000, as well as the role and expectations of the expert panel.
After the qualified entities submitted their RFP responses, SPP Staff met with the Oversight
Committee to assemble a five-person panel selected from the eight-person pool to evaluate the RFP
proposals. On November 11, 2015 the Oversight Committee voted unanimously to approve the
recommended Industry Expert Panel for the Walkemeyer Project listed in Table 2 below. The panel
was set up to include a primary expert for each scoring category specified in the SPP Tariff, a
secondary expert for each category, and a panel Chairman. For the Engineering Design scoring
category, an outside consultant was designated to assist the primary and secondary expert in the
analysis but not participate in scoring.
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Table 2
SPP Industry Expert Panel for Walkemeyer Project
Area of Expertise/Scoring Category

Primary Expert

Secondary Expert

Engineering Design
Project Management/Construction
Operations
Rate Analysis
Finance

On November 12, 2015, the Panel held its initial meeting by conference call. The group covered
general organizational issues and set out a plan to predetermine aspects of their evaluation as much
as possible prior to the start of the evaluation window. The group also discussed the need to set up a
scoring methodology for each category based on the criteria outline in the Tariff and any other items
each expert felt could be beneficial to their respective categories.
On November 17, 2015, the group met via conference call and adopted a set of work practices that
included:
1. When emails are used for communications with other IEP members, the consultant retained
to support the IEP's activities, or the SPP staff, the sender will copy Ben Bright and
on each email.
2. Ben Bright will maintain a master archive of all email communications involving the IEP's
activities.
3. Before sending an email, each IEP member will review the draft email for clarity of content
understanding that the email may be made public at some point.
4. IEP members will not initiate contact directly with any RFP Respondent.
5. If a RFP Respondent initiates contact with an IEP member, that member will terminate the
contact immediately and notify
and Ben Bright who will assess whether any
follow-up action is appropriate.
6. An IEP member may send Requests For Information (RFI) to RFP Respondents utilizing the
SPP staff that will transmit the RFI and receive and distribute responses to the IEP members
as appropriate.
7. RFI responses are to be due not later than five business days from the date of issuance,
although an extension may be appropriate for responses that require extensive work to
respond.
8. IEP members will retain documents on which they relied in rating the RFP Respondents
proposals.
9. The IEP adopted a scoring methodology that would break each of the five scoring categories
into criteria and subcriteria with assigned points that sum to the point total set for each
scoring category in the SPP Tariff, Attachment Y.
10. The IEP decided to seek a 30-day extension in its schedule and requested that Ben Bright
develop the request to the SPP Oversight Committee. The extension request was later
approved by the Oversight Committee.
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On November 24, 2015, the group met via conference call and discussed how the appropriate way to
measure the ultimate success or failure of the Project, which is categorized as needed for reliability
purposes. The most critical factors for success for a reliability project were identified as properly
designing and constructing the Project on time, within budget, and operating as intended. The IEP
also discussed the scoring methodology within each scoring category and began to document those
methodologies for ultimate inclusion in the IEP Recommendation Report.
The IEP also discussed its policy on seeking additional information from RFP Respondents. The
IEP determined that each response would be evaluated on the basis of information provided. If
required, a clarification would be sought from a respondent to allow a better understanding of the
information and to analyze the information provided. No additional information would be requested
from an individual respondent so as not to allow one respondent an unfair advantage to supplement
its response. If additional information was needed in the evaluation, a request would be sent to all
respondents. In addition, the IEP determined that its role was to evaluate the information provided
for reasonableness and for comparison, but not to serve as an audit function.
The SPP Staff made the proposals available to the IEP on November 30, 2015.
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Section 2: Scoring Category Methodologies
The primary and secondary panel expert for each rating category developed a methodology to
allocate points among RFP Respondents consistent with the points allotment and scoring criteria
specified in, the SPP Tariff for each of the five scoring categories: Engineering Design, Project
Management, Operations, Rate Analysis, and Finance. Each rating category team presented its
methodology to the full IEP, which discussed the methodologies to identify areas of potential
improvement and to agree on a general approach for scoring, while allowing flexibility within each
rating category for the experts to apply their judgment in designing the methodology, consistent with
the requirements of the SPP Tariff, Attachment Y. The rating methodology for each category was
largely complete before the IEP members were given access to the RFP responses.
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Engineering Design
Per the SPP Tariff, Attachment Y, this category was allocated 200 points out of the total 1,000 points
the IEP would use to evaluate bids and select a recommended RFP Proposal and an alternate for the
Project. Attachment Y lists four areas to be examined: the type of construction (wood, steel,
concrete, design loading, etc.), losses (design efficiency), estimated life of construction, and
reliability/quality metrics. These four areas were expanded into the nine criteria: routing and right
of way (ROW), conductor, structure, shield wire, life expectancy, losses, reliability/quality, staff
experience and expertise, and discretionary points.
The Engineering Design criteria dealing with the physical features of the line, i.e., the conductor
selection, shield wire, and the type of structure, deserved the most attention because the primary
purpose of the Project is to provide a transmission line to move power and energy between the North
Liberal Substation and the Walkemeyer Substations, which are part of the SPP transmission
network. The other three criteria (reliability, life expectancy, and losses) dealt with how well the
line would perform its intended functions. A well designed and constructed transmission line would
produce the desired results in these three areas. Fifteen points each, therefore, were allocated to
reliability, life expectancy, and losses. The remaining 155 points were reserved for the conductor,
shield wire, and the type of structure.
The 200 total points were then allocated as shown in Table 3. The routing and ROW subcriterion
was limited to examining the proposed route for difficult and costly engineering design challenges.
Routing and ROW were examined in other respects under the Project Management scoring category.
Conductors and structures were considered to be the most important features of the line. The phase
conductor provides the path for the power, and the structures provide the primary support for the
conductors with the help of insulators. Neither can provide value without the other. Therefore, the
phase conductors and the combination of the structures and insulators were each allocated 45 points.
The shield wire (also known as Optical Ground Wire or OPGW), which assists the conductor by
providing lightning protection and helps with grounding, was considered next in importance. It also
includes a fiber optic cable communications path. Twenty-five points were awarded to the shield
wire.
Another critical element in producing a good transmission line is having knowledgeable and skilled
personnel to design the project. Fifteen points were allocated here.
And lastly, up to 20 discretionary points were awarded to RFP Respondents whose proposed
conductor would provide greater transfer capacity and/or lower line losses because the conductor
size was greater than the minimum required. The allocation of points among the nine criteria is
shown in Table 3.
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Table 3
Scoring Methodology Point Allocation for Engineering Design
Section 1: Engineering Design (Reliability/Quality/General Design) 200 Points
Measures the quality of the design, material, technology, and life expectancy
of the Competitive Upgrade. Criteria considered in this evaluation category
shall include, but not be limited to:
Subcriteria
1) Type of Construction (Wood, Steel, Design Loading, etc.)
1A) Routing

Maximum
Total
Weight Score 200
3%

5

1B) Conductor

23%

45

1C) Structures/Loading

23%

45

1D) Shield Wire

13%

25

2) Losses (Design Efficiency)

8%

15

3) Estimated Life of Construction

8%

15

4) Reliability/Quality Metrics

8%

15

5) Staff Expertise

8%

15

6) Discretionary

10%

20

100%

200

Scoring category total:
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Project Management
Attachment Y of the SPP Tariff allocates a maximum of 200 base points for the Project Management
evaluation category to measure each RFP Respondent’s capability, expertise, commitment, and
experience in constructing the Project in a timely fashion within the limits of the approved scope and
budget. The objective of Project Management evaluation of each RFP Respondent was primarily to
assess the likelihood of the success of the project using the following three broad categories:
A. Scope,
B. Cost/budget, and
C. Schedule/timeliness
The nine criteria for the project management category listed in Attachment Y for scoring and
comparing each proposal are environmental, ROW acquisition, procurement, project scope, project
development schedule (including obtaining regulatory approvals), construction, commissioning,
timeframe to construct, and experience/track record.
Some of these criteria were then further broken down into smaller pieces, and weighting of each
criterion/subcriterion was based on expert judgment as to the relative importance of each
criterion/subcriterion to the success of the Project from the project construction management
standpoint in order to meet the objective outlined above. The criterion/subcriterion that affected the
in-service date of the Project were considered of high significance because this is a reliability
project, which must be constructed and made available by the fixed date in order to maintain the
transmission grid reliability within the bounds of the scope, schedule, and cost. Therefore, the
criterion/subcriterion associated with the siting process, namely, ROW acquisition, permits, state
approvals, as well as construction schedule, scope, and procurement were weighted higher (10%
each). The criterion/subcriterion associated with experience/track record, existing ROW, and risk
management were given a weighting factor of 5% each, followed by the commissioning and ability
to handle multiple projects subcategories, which were allotted 2% weighting each. The allocation of
maximum points for each criterion/subcriterion is shown in the table below.
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Table 4
Scoring Methodology Point Allocation for Project Management
Section 2: Project Management (Construction Project Management) 200 Points
Measures an RFP Respondents expertise in implementing construction projects
similar in scope to the Competitive Upgrade that is the subject of the RFP.
Criteria considered in this evaluation category shall include, but not be limited to:

Subcriteria

1) Environmental

Maximum
Total
Weight Score 200
8%

16

2) Rights-of-way-Acquisition

8%

16

3) Procurement

10%

20

4) Project Scope

10%

20

5A) Project Schedule

10%

20

5B) Risk register

5%

10

6) Construction

10%

20

7) Commissioning

2%

4

10%

20

5%

10

5%

10

5%

10

2%

4

5%

10

5%

10

100%

200

5) Project Development Schedule

8) Timeframe to Construct
9) Experience/Track Record

9A) R/W acquisition and
permitting experience

9B) T-line construction
management experience
9C) Cost containment ability and
experience
10) Ability to handle multiple projects under construciton
11) Ability to meet the latest in-service date, such as adequate float(s) in the
schedule
12) Existing right-of-way that can be used for this project
Scoring category total:

IEP Transmission Provider Internal Report for RFP000001

489 of 637

12

Operations
The SPP Tariff, Attachment Y describes 12 criteria to measure the safety and capability of each RFP
Respondent in the areas of operations/maintenance/safety experience, expertise and plans as they
pertain to the proposed facility. Attachment Y provides for a maximum of 250 points for this
scoring category. As stated above, the IEP considered the fundamental success of the proposed
project would be reflected in its operating as intended. Accordingly, the IEP viewed the components
that indicated greater capacity to operate successfully as more significant for scoring the RFP
Proposals.
The objectives in allocating the maximum 250 points in this category to the 12 criteria were: 1) to
emphasize successful operation requires a lifetime commitment to the facility; 2) to recognize that
timing is relevant for repairs and storm recovery and there is a difference between what can be done
in advance as compared to what would be done in response to external events; and 3) to recognize
that the project would operate in a remote location.
The point allocation system adopted implements these objectives by dividing the 12 criteria included
in Attachment Y into two groups. The criteria of control center operations, storm/outage response
plan, reliability metrics, restoration experience/performance, maintenance staffing/training,
equipment, and NERC compliance-process/history were considered very important for the
successful operations of the facility, and therefore allocated a 70% share of the available points. The
criteria of maintenance plans, maintenance performance/expertise, internal safety program,
contractor safety program, and safety performance record (program execution) were allocated the
remaining 30% share of the available points.
After the 12 criteria were divided into these two groups, the weighting of individual criteria in each
group was allocated an equal number of possible points. That is, the first seven criteria listed below
each were weighted to allow a maximum of 25 points each, and the remaining five criteria were
allowed a maximum of 15 points each, totaling to the maximum 250 allowed points, as shown in
Table 5 below.
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Table 5
Scoring Methodology Point Allocation for Operations

Section 3: Operations (Operations/Maintenance/Safety) 250 Points
Measures safety and capability of an RFP Respondent to operate,
Maximum
maintain, and restore a transmission facility. Criteria considered in
Total
this evaluation category shall include, but not be limited to:
Weight Score 250
1) Control Center Operations (staffing, etc.)
10%
25
2) Storm/Outage Response Plan
10%
25
3) Reliability Metrics

10%

25

4) Restoration Experience/Performance

10%

25

5) Maintenance Staffing/Training

10%

25

6) Equipment

10%

25

7) NERC Compliance-Process/History

10%

25

8) Maintenance Plans

6%

15

9) Maintenance Performance/Expertise

6%

15

10) Internal Safety Program

6%

15

11) Contractor Safety Program

6%

15

12) Safety Performance Record (Program Execution)

6%

15

100%

250

Scoring category total:
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Rate Analysis
The SPP Tariff, Attachment Y provides for a maximum of 225 points in this category to address the
criteria of estimated total cost of the project, financing costs, FERC incentives, revenue
requirements, lifetime cost of the project to customers, return on equity; the quantitative cost impact
of materials on hand, rights-of-way, assets on hand; and any cost certainty guarantee made by an
RFP Respondent. The criterion of lifetime cost of the project to customers is captured in the
calculation of a 40-year net present value, which includes as inputs several of the other Attachment
Y stated factors: estimated total project cost, financing costs, FERC incentives, and revenue
requirements. Because of the high significance of the lifetime project cost and its inputs in
measuring the cost impact on customers, this element was assigned 175 possible points of the 225point total in this ratings category. Other Attachment Y factors could reduce the cost risk of the
project, including any materials on hand such as rights-of-way or assets and a cost guarantee. These
and other identified criteria that would reduce project cost risk have the potential of adding 50
points. Another rating criterion involves the identification of any elements that would have a
negative risk on project cost, which could result in a deduction of up to 50 points. An example of
this type of element could be financing costs, as reflected by an assumed interest rate, that were
inconsistent with the financial rating of the RFP Respondent. The maximum point allocation for
each criterion is shown in the table below.
Table 6
Scoring Methodology Point Allocation for Rate Analysis

Section 4: Rate Analysis (Cost to Customer) 225 Points
Measures an RFP Respondent's and, if applicable, a
CU Participant's cost to construct, own, operate, and
maintain the Competitive Upgrade over a forty-year
Maximum
period. Criteria considered in this evaluation
Total
category shall include, but not be limited to:
Weight Score 225
1) 40-Year Project NPV - includes such factors as
estimated total project cost financing costs, FERC
78%
175
incentives, revenue requirements, return on equity)
2) Factors that would reduce/increase project risk,
including but not limited to Quantitative Cost Impact
of Material on Hand, Rights-of-Way Approval, Assets
on Hand, and any cost guarantee; any reasonableness
adjustment for inputs to the 40-year NPV calculation,
for example, interest rates inconsistent with
respondent’s financial rating.
Scoring category total:
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Finance
The SPP Tariff, Attachment Y provides for a maximum of 125 points in this category to address the
criterion of evidence of financing, material conditions, financial/business plan, pro forma financial
statements, expected financial leverage, debt covenants, projected liquidity, dividend policy and cash
flow analysis. The SPP Tariff, Attachment Y also lists two main categories for the Finance section:
financial viability and creditworthiness.
Financial viability can be defined as a business' ability to generate sufficient income to meet its
operating expenses and financial obligations, as well as providing the potential for future growth.
Creditworthiness can be defined as an assessment of the likelihood that a borrower will default on its
debt obligations. Both financial viability and creditworthiness are based on risk. The rating
methodology for financial viability was based on the RFP Respondent’s demonstration of its ability
to generate sufficient income to meet construction and operational costs of the project. The higher
the dollar coverage of these costs means less risk and, therefore, more points were awarded. The
rating methodology for creditworthiness was based on the likelihood, as demonstrated by the RFP
Respondent, that it could meet its credit obligations. The more the RFP Respondent demonstrated
its ability to meet its debt obligations, the higher the score. There are some criteria in the Finance
scoring matrix that contain both elements of financial viability and creditworthiness. Therefore, the
rating of these criteria was based on a combination of both rating methodologies.
To reflect the relative significance of these two categories, financial viability was weighted 60% (75
points) and creditworthiness was weighted 40% (50 points) of the total 125 points. The category of
financial viability received a slightly higher weighting of 60% (75 points) because if a RFP
Respondent’s proposal was not financially viable, then the creditworthiness of the RFP Respondent
would be less important. If the RFP Respondent’s proposal was financially viable, then the
creditworthiness of the RFP Respondent would become a criterion to evaluate in order to ensure the
RFP Respondent would have sufficient funds to construct and operate the project.
These two main categories were further broken down to the individual criterion and assigned
individual points based on their impact on the proposal evaluation for this section. A total of 75
points were assigned to the financial viability category, and these points were further allocated to
individual criteria -- evidence of financing (10% of 125 points or 12.5 points), material conditions
(10% or 12.5 points), financial/business plan (15% or 18.75 points), pro forma financial statements
(15% or 18.75 points), and expected financial leverage (10% or 12.5 points). The creditworthiness
category was assigned a total of 50 points, which were further allocated to specific criteria -- debt
covenants 8% of 125 points or 10 points), projected liquidity (12% or 15 points), dividend policy
(8% or 10 points), and cash flow analysis (12% or 15 points).
These criteria and maximum point totals are shown in the table below.
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Table 7
Scoring Methodology Point Allocation for Finance
Section 5: Finance (Financial Viability and Creditworthiness) 125 Points
Measures an RFP Respondents and, if applicable, a CU Participant's
ability to obtain financing for the Competitive Upgrade. Criteria
considered in this evaluation category shall include, but not be limited
to:

Maximum
Weight
Total
Score 125

A) Evidence of Financing - This criterion of financial viability was
assigned this weighting since the information provided to this response
is not as highly technical in nature to analyze as the information
required in response to other financial criteria. The information that
could be provided to meet this criterion included credit rating agencies
reports, letters of credit, bank statements, etc. All these documents
could easily be analyzed and verified.

10%

12.5

B) Material Conditions - This criterion of financial viability was assigned
this weighting since the information provided to this response was not
as highly technical in nature to analyze as the information required in
response to other financial criteria. The information that could be
provided to meet this financial criterion included a listing of any
financial requirements associated with the financing of the Project. All
these documents could easily be analyzed and verified.

10%

12.5

C) Financial/Business Plan - This criterion of financial viability was
assigned a higher weighting since the financial/business plan(s) are a
key document(s) in demonstrating the financial viability and the
creditworthiness of the Respondent. Financial/business plan(s) often
contain the following key components: an overview of RFP
Respondent's key core capabilities; financing strategy for the project,
including cost of debt and return on equity; and a schedule of
significant expenditures for project implementation.

15%

18.75

D) Pro Forma Financial Statements – This criterion of financial viability
assigned a higher weighting since the pro-forma financial statements
are a key document in demonstrating the financial viability and the
creditworthiness of the RFP Respondent. The pro forma financial
statements frequently contained the RFP Respondent’s projected
balance sheet, income statement, and cash flow analysis for the
Walkemeyer Project.

15%

18.75
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E) Expected Financial Leverage - This criterion of financial viability was
assigned this weighting since it has a lesser impact in comparison to
the criterion of financial/business plan, pro-forma financial statements
and cash flow analysis in demonstrating the financial viability and the
creditworthiness of the RFP Respondent. However, because financial
leverage indicates the capability of a business to cover its debts in
order to operate, this financial criterion was weighted higher than
financial criterion of debt covenants and dividend policy.

10%

12.5

F) Debt Covenants - This criterion of creditworthiness was assigned this
weighting since it has a lesser impact in comparison to the criterion of
financial/business plan, pro forma financial statements, and cash flow
analysis in demonstrating the creditworthiness and financial viability of
the RFP Respondent.

8%

10

G) Projected Liquidity - This criterion of creditworthiness was assigned
this weighting since liquidity is a key criterion in demonstrating the
creditworthiness and financial viability of the RFP Respondent. The
projected liquidity of a RFP Respondent is its ability to meet its short
term-obligations.

12%

15

H) Dividend Policy - This criterion of creditworthiness was assigned
this weighting since it has a lesser impact in comparison to the
criterion of financial/business plan, pro forma financial statements,
and cash flow analysis in demonstrating the creditworthiness and the
financial viability of the RFP Respondent.

8%

10

I) Cash Flow Analysis - This criterion of creditworthiness was assigned
a higher weighting since a cash flow analysis statement has a higher
impact on the demonstration of the creditworthiness and the financial
viability of the RFP Respondent. Cash flow analysis helps for appraisal
of the capital investment and operational programs to determine their
profitability and viability.

12%

15

Scoring category total:

100%

125
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Section 3: IEP Scoring Results
The rating category teams reviewed and evaluated each bid by applying the previously developed
scoring methodology to the information provided by each RFP Respondent in its RFP response. The
lead and second in each rating category discussed the allocation of points for each criterion to arrive
at a mutually agreed upon point allocation. In addition, the IEP as a whole discussed common issues
related to the evaluations, for example, how to address the lack of information for a given criterion,
in a series of conference calls. Each rating category team presented its results to the full IEP and
responded to comments and questions in the peer review discussion. In some cases, point allocation
was through cross-category discussions, as with identifying the risks associated with the likelihood
of occurrence, and the significance if it did occur, of each element of a RFP Respondent’s cost
guarantee proposal. The result of the point allocation for each RFP Respondent by scoring category
is shown in Table 13 below.
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Engineering Design
In the process of allocating points, the nine major criteria identified in the scoring methodology were
subdivided into more than 50 more detailed factors in order to recognize small but important
differences among the proposals. See Engineering Design Appendix. Points were allocated to each
factor based on the following scale, which was applied to the maximum available points for that
factor:
1.
2.
3.
4.

Exceeds minimum requirements
Meets minimum requirements
Probably meets minimum requirements
Does not meet minimum requirements
or no information provided

100%
90%
75%
0%

The detailed point allocations for each factor are included in the Engineering Design Appendix.
Some of the factors could be compared on a quantitative basis, such as conductor characteristics and
losses, while others, such as engineering expertise and experience, had to be evaluated on a
qualitative basis. Due to the large amount of technical work to be performed in evaluating the 11
responses, Power Systems Consultants (PSC), an engineering firm specializing in high-voltage
transmission line design, was employed to assist with data collection and analysis.
The Conductor was deemed to be the most important element of the transmission facility, followed
closely by structures. If there is not an adequate, reliable conductor, the line would not fulfill its
desired role of providing all of the needed capacity to move power and energy between the
Walkemeyer and North Liberal 115 kV Substations. In reviewing the conductor information
provided by RFP Respondents, it was found that there were a variety of methods used to compute
the ampacity and related surface temperature of a specific proposed conductor.
The largest proposed conductor had a cross section whose area (this area is roughly proportional to
current carrying capacity) was over three times that of the smallest conductor proposed, a
surprisingly large difference. In order to understand this difference and to account for various other
differences in assumed ambient conditions, conductor specifications, and methods of analysis used
by the RFP Respondents, PSC was asked to perform a conductor analysis according to a widely
accepted industry standard methodology, as found in IEEE Publication 738-2006, Standard for
Calculating the Current-Temperature Relationship of Bare Overhead Conductors, so that the results
could be compared based on consistent data and identical methodology. Meanwhile, the IEP
Engineering Design team proceeded to evaluate and score all other engineering design data supplied
by the RFP Respondents. See Discussion of Conductor Evaluation in Engineering Design Appendix
for more explanation.
The SPP RFP specifications and Minimum Transmission Design Standards (MTDS) require that the
maximum conductor temperature at 1,200 amperes emergency current flow not exceed 100 degrees
C. The PSC conductor analysis showed that the predicted conductor temperature of five RFP
Respondents -- Proposal 11, Proposal 7, Proposal 10, Proposal 9, and Proposal 6 -- exceeded this
maximum allowable surface temperature at the specified current flow. As a result, these five RFP
Respondents were awarded 0 out of the 200 available points in the Engineering Design scoring
category. See Conductor Characteristics Table in the Engineering Design Appendix for results of
the PSC conductor analysis.
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The Engineering Design data provided by these five RFP Respondents were essentially meaningless
because the conductor data and all related data were based on a conductor that did not meet the the
RFP requirement to comply with the SPP MTDS. In addition, these respondents’ construction cost
estimates were based on a smaller conductor than what was required and were therefore too low, the
structures were based on a smaller conductor than what was required and would therefore not be
sufficiently sturdy and inadequate to support a proper conductor, and so on.
Structures and insulators were considered the second most important engineering design element.
Without strong structures and adequate insulators to support them, conductors cannot operate -- they
would be lying on the ground. The RFP contained an extensive list of national industry design
standards and state and national regulatory rules and regulations that the RFP Respondent was to
abide by. Although some RFP Respondents did not provide much in the way of specifics other than
to say what type of support structures (wood or steel) and insulators they intended to use, it is
reasonable to think that adequate structures and insulators would be provided, assuming that the RFP
Respondent complied with the required standards.
Some RFP Respondents supplied good evidence of what they intended to provide, including typical
structure drawings, insulator arrangements, and even going so far as to include drawings and maps
showing the approximate location of each structure over the entire route. In addition, some RFP
Respondents included other features and information about their proposed structures and insulator
arrangements, such as galloping conductor mitigation, which was not required but desirable as part
of the evaluation. Those RFP Respondents who provided the extra information and/or specified
desirable features received relatively more points.
The OPGW contains a fiber optic cable in its core and serves the dual purpose of providing lightning
protection for the line and a fiber optic communications link. Here, the cable was evaluated based
on required minimum number of fibers plus additional information on cable specifications. The
OPGW was assessed based on the fault current withstanding capability (kA2sec), minimum diameter
of outer strands to ensure that they met minimum strength requirements for lightning strikes, the
formation of the OPGW conductor, material of the individual strands, corrosion protection, and
number of fibers.
Losses are the result of resistance in the conductor and are proportional to the value of the current
squared. RFP Respondents used a variety of methods (some of them wrong) and values to compute
losses. Losses could add significant extra expense from the added power consumed in the Project’s
ongoing operation. Again, because a consistent methodology and comparable values were required
in order to compare conductor losses, PSC calculated losses and conductor resistance (which was
based on the conductor’s operating temperature for a given amperage) for all proposed conductors
using a single industry recommended method for uniformity and consistency. The results for each
RFP Respondent were then compared. See Conductor Losses Table in the Engineering Design
Appendix for the results.
Project Efficiency was grouped with losses in Attachment Y and was assumed to mean how
efficiently the ROW was utilized (line capacity/ROW width). Given the terrain and land use where
the line is to be built, this measure was deemed to be of little significance and was therefore not
included in this evaluation.
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It is well known that weather-related loads (e.g. wind and ice) acting on transmission lines are highly
uncertain. The transmission line design must consider uncertainty in order to achieve an acceptable
probability that the line will perform its given task, under a set of operating conditions, during a
specified time at a reasonable cost. The SPP design criteria are based on reliability concepts using a
100 year mean return period, which includes the basic wind speed and ice with concurrent wind
information specific to the region where this line would be located, as defined in the ASCE Manual
of Practice (MOP) 74. The objective of design criteria described in this standard is to provide a
reliable and safe transmission line by setting strength requirements of line components larger than
the quantifiable effects of loads for the normal operation, security condition, and safety
requirements. The bids were evaluated for life expectancy and reliability by using seven different
factors. Those RFP Respondents who provided the least information received minimum points and
those that specified desirable features received relatively more points.
Reliability refers to the percentage of time that a line is in operation. Lines are taken out of service
for a variety of reasons, such as storm damage, equipment failure, maintenance, and power transfer
scheduling. Reliability deals with other than operator caused outages. By far, most outages are
weather related. Lightning, wind, ice, and trees falling into the line account for almost all unplanned
outages. Conductor or structures seldom fail of their own accord. Local weather related forces and
safety factors are taken into account in the engineering design process as prescribed by the NESC
and other local or national standards and regulations. Reliability may be enhanced by not routing
lines so as to cross other high-voltage transmission lines and/or avoiding heavily wooded areas.
Building a line designed using a more conservative safety factor is often used to improve reliability.
Discretionary Points were allocated for conductor performance. Given the relatively large
differences in current carrying capacity and in line resistance values, it follows that the largest
conductors are of relatively greater value to SPP. The largest conductor has the ability under
emergency conditions to transfer 60 MVA more power and energy between the North Liberal and
Walkemeyer Substations than the smaller approved conductors. The largest conductor also was
projected to experience 59,000 MWh less losses per year less than the smallest approved conductor.
Based on an assumed power cost of $0.03/kWh, the extra losses could cost SPP as much as $1.8
million annually in extra power cost.
In this regard, up to 20 discretionary points were awarded to the RFP Respondents with the greater
transfer capacities and/or lesser losses, with 13 points awarded for the lowest losses and 7 points
awarded for greater transfer capacity. See Conductor Losses and Conductor Transfer Capacity
Tables in the Engineering Design Appendix for a detailed explanation of how points were awarded
for relatively lower losses and relatively more transfer capacity, respectively.
Table 8 displays the point allocation by criterion and subcriterion for each respondent in the
Engineering Design scoring category.
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Table 8
Engineering Design Point Allocation by Criterion and RFP Respondent
Engineering Design
Criteria
1) Type of Construction (Wood,
Steel, Design Loading, etc.)

Subcriteria
1A) Routing
1B) Conductor
1C) Structures/Loading
1D) Shield Wire

2) Losses (Design Efficiency)
3) Estimated Life of Construction
4) Reliability/Quality Metrics
5) Staff Expertise
6) Discretionary
Scoring category total:

Maximum
Total
Proposal Proposal Proposal Proposal Proposal Proposal Proposal Proposal
Score 200
1
2
3
4
5
6
7
8

Proposal
9

Proposal Proposal
10
11

5

4.3

4.6

4.5

4.3

4.1

0

0

4.6

0

0

0

45
45
25
15
15

39.5
39.8
20.7
12.8
11.5

39.5
38.4
19.6
11.3
12.5

40
35.7
21.4
12.8
14

39.5
36
21.1
13.5
4.5

39
38.8
21.4
13.5
11.5

0
0
0
0
0

0
0
0
0
0

40
37.7
18.9
13.9
11.5

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

15
15
20
200

12.8
13.5
12.7
167.6

13.5
13.5
10.2
163.1

12.8
13.5
0.6
155.3

12.8
13.5
12.7
157.9

13.5
15
12.1
168.9

0
0
0
0

0
0
0
0

12
15
20
173.6

0
0
0
0

0
0
0
0

0
0
0
0
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Project Management
In order to score each RFP Respondent and conduct the comparative analysis, each RFP Respondent
was evaluated based on a set of more detailed factors for each criterion/subcriterion than those listed
in Table 4 in Section 2. The following major factors were considered to evaluate each RFP
Respondent for this purpose. If information to be used to evaluate these factors was not available
from the RFP Respondent’s response and/or attachments provided by a RFP Respondent, then that
RFP Respondent was scored less as compared to the RFP Respondent that considered the factor and
provided relevant information.
1. Environment: The following major factors were considered to evaluate each RFP Respondent
for this criterion:
a Environmental permitting plan and process - Identification of environmental issues to be
addressed, such as, potential T&E species/habitat, archeological/historical; wetlands,
streams, nearby residential properties, etc.
b Number of routes considered in offering a preferred route
c Preferred route criteria to minimize environmental impact, such as, T&E species/habitat,
streams, wetlands, line crossings, oil wells and pipe lines, residential/commercial parcels
likely to be impacted, etc.
d. Timeline to address potential environmental issues
e. Site visit
f. Mitigation measures and cost estimation
g. Qualifications of the RFP Respondent/contractor(s) for environmental process and
execution
2. Right-of-way acquisition: The following major factors were considered to evaluate each RFP
Respondent for this criterion:
a. Right-of-way - acquisition study and execution plan/description
b. Real estate considerations, such as property parcel study
c. Qualifications of the RFP Respondent/contractor(s) for ROW acquisitions
d. Real estate market study
e. Site visit
f. ROW width footprint and clearance requirements
3. Procurement: The following major factors were considered to evaluate each RFP Respondent
for this criterion:
a. Procurement plan and process
b. Status of agreements with suppliers and contractors specific for this project
c. Staffing and experience specific for this project
d. Procurement schedule
e. Risk management
f. Monitoring and control
4. Project scope: The following major factors were considered to evaluate each RFP Respondent
for this criterion:
a. Project scope statement
b. Requirements and activities
c. Deliverables
5. Project development schedule: The following major factors were considered to evaluate each
RFP Respondent for this criterion:
a. Project schedule
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i.

Reasonableness of the project schedule to meet the in-service date
1. Scope
2. Primary and secondary activities
3. Time line
ii. Critical path analysis, and float – a float of four months or more was considered
desirable
iii. Plan to maintain look-ahead schedule, such as three weeks in advance look ahead.
b. Risk management. This subcriterion addresses whether the RFP Respondent provided a
thorough review of potential risks and mitigation actions it would consider from the
standpoint of a reasonable, professional project manager. The subcriterion also examined
whether a project manager had been identified by the RFP Respondent and, if so, the project
manager’s qualifications and experience (considering the size of the project, three to five
years of experience was considered adequate). In addition, each RFP Respondent was
evaluated based on the following major factors:
i. Professional risk register covering probabilistic analysis of potential risks specific for
this project
1. Regulatory permits
2. ROW acquisition and environmental permitting
3. Finance
4. Cost
5. Schedule
6. Resources/labor/contractor
ii. Risk mitigation measures
iii. Contingency plan and fund allocation
6. Construction: The following major factors were considered to evaluate each RFP Respondent
for this criterion:
a. Construction management plan/process description
b. Staff assignment (construction crew/labor resources), org. chart, and resumes, specific for
this project
c. Safety considerations
d. Adherence to standardized construction practices
e. Quality
f. Material storage yard, receiving, and management plan
g. Constructability review
h. Plan for transmission line vegetation clearance and line crossings, including coordination
with line owners
i. Qualifications
7. Commissioning: The following major factors were considered to evaluate each RFP
Respondent for this criterion:
a. Field testing and commissioning plan and process description
b. Responsibilities and staffing
c. Plan to coordinate with the substation owners
d. Documentation of test results and specification validation
8. Timeframe to construct: The following major factors were considered to evaluate each RFP
Respondent for this criterion:
a. Breakdown of primary activities associated with the construction phase
b. Reasonableness of the allocated time for each primary activity
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9. Experience and Track Record: The following major factors were considered to evaluate each
RFP Respondent for this criterion:
a. ROW acquisition and permitting
i. Extent of experience in ROW acquisition and permitting
ii. Experience in Kansas - for purposes of the comparative evaluation for this
subcriterion, the analysis considered the experience of the RFP Respondent and its
contractors (if any) in acquiring ROW, including but not limited to experience in the
United States and particularly in Kansas. The experience in Kansas was considered to
be a slight advantage over experience in ROW acquisition in other jurisdictions
because the project is located in Kansas, and such experience would facilitate the
timely, efficient, and effective completion of the project.
iii. Organization chart with resumes of the staff assigned for this project
b. Experience and Track Record - Transmission construction management experience: the
following major factors were considered to evaluate each RFP Respondent for this criterion:
i. Previous record of construction and project management of transmission lines
ii. Previous record of construction of transmission lines in Kansas. - for purposes of the
comparative evaluation for this subcriterion, the analysis considered the transmission
line construction experience of the RFP Respondent and its contractors (if any),
including but not limited to experience in the United States, and particularly in Kansas.
The experience in Kansas was considered to be a slight advantage over experience in
transmission line construction in other jurisdictions because the project is located in
Kansas, and such experience will facilitate the timely, efficient, and effective
completion of the project.
iii. Demonstrated capability to adhere to standardized construction practices
iv.
Staff assignment and their resumes
c. Experience and Track Record - Cost containment ability and experience: The
following major factors were considered to evaluate each RFP Respondent for this criterion.
i. Experience of cost containment performance on previously completed projects
ii. Project management and scheduling organizations and capabilities
iii. Experience of key individuals (resumes and organization chart)
iv.
Identification of project risks and mitigation
v. Binding cost cap guarantee was considered but scoring was done as part of the rate
analysis and evaluation to avoid duplication. See Rate Analysis below for details.
10. Ability to handle multiple construction projects simultaneously – The experience of handling
multiple projects from the list of previously completed project in last few years (if provided) was
considered to evaluate each RFP Respondent for this criterion:
11. Ability to meet the latest in-service date: The following major factors were considered to
evaluate each RFP Respondent for this criterion:
a. Demonstrated capability to meet the schedule (from the list of previously completed projects)
b. Experience of the construction/project management staff, resumes and organization chart
c. Incentive commitment to meet the in-service date, such as the RFP Respondent would forego
a portion of its return for missing the scheduled in-service date
12. Existing Right-of-Way – The possession of an approved existing ROW that the sponsor could
offer for the Project in order to reduce/eliminate the need for permitting and right-of-way
acquisition process was considered to evaluate each RFP Respondent for this criterion.
Each RFP Respondent was evaluated for each of the criteria/subcriteria listed based solely on the
information it submitted in response to the RFP. No additional information was requested from any
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RFP Respondent. Where required, an RFI was sent and clarification was sought from an RFP
Respondent to better understand and analyze the information that was already provided as part of its
RFP response. However, an RFP Respondent was not requested or allowed to supplement its
response in fairness to other RFP Respondents who initially provided information in response to the
RFP.
The following scale was applied to evaluate each criterion/subcriterion:
1. 25% (RFP Respondent just mentioned without any specific details for this project, and only
provided generic information for the criterion/subcriterion under consideration).
2. 50% (RFP Respondent somewhat met all factors outlined above for the criterion/subcriterion
under consideration),
3. 75% (RFP Respondent mostly met all factors outlined above for the criterion/subcriterion
under consideration), and
4. 100 % (RFP Respondent met all or nearly all factors outlined above for the
criterion/subcriterion under consideration).
The resulting point allocation for each RFP Respondent for each criterion is shown in Table 9 below.

IEP Transmission Provider Internal Report for RFP000001

504 of 637

27

Table 9
Project Management Point Allocation by Criterion and RFP Respondent
Project Management
Criteria
1) Environmental

Subcriteria

Maximum
Total
Proposal
Score 200
1

Proposal
2

Proposal
3

Proposal
4

Proposal
5

Proposal
6

Proposal
7

Proposal
8

Proposal
9

Proposal
10

Proposal
11

16

16

12

12

12

4

16

12

12

16

12

16

2) Rights-of-way-Acquisition

16

8

16

12

12

12

12

16

12

16

12

16

3) Procurement

20

15

15

15

20

15

20

15

15

15

15

15

4) Project Scope

20

15

15

15

15

15

15

15

15

15

15

15

5A)Project Schedule

20

15

15

10

15

15

20

15

15

15

20

15

5B)Risk register

10

7.5

7.5

7.5

10

7.5

10

7.5

7.5

7.5

7.5

7.5

6) Construction

20

15

15

15

20

20

20

15

10

20

15

15

7) Commissioning

4

3

3

3

3

3

3

3

3

3

3

3

8) Timeframe to Construct

20

15

15

10

15

15

20

15

20

20

20

15

10

7.5

7.5

7.5

10

7.5

7.5

10

2.5

10

7.5

10

10

7.5

7.5

7.5

10

7.5

7.5

10

5

10

7.5

10

10

7.5

7.5

7.5

10

7.5

7.5

7.5

2.5

7.5

7.5

7.5

4

4

4

4

3

4

3

4

2

3

3

7.5

10

7.5

7.5

5

7.5

10

7.5

10

7.5

10

7.5

7.5

10

0

0

0

0

0

0

0

0

0

0

0

200

143.5

147.5

131

162.5

143

169

155

129

168

152.5

160

5) Project Development Schedule

9) Experience/Track Record

9A) R/W acquisition
and permitting
experience

9B) T-line
construction
management
experience
9C) Cost
containment ability
and experience
10) Ability to handle multiple
projects under construciton
11) Ability to meet the latest inservice date, such as adequate
float(s) in the schedule
12) Existing right-of-way that can
be used for this project
Scoring category
total:

An explanation of the scoring and allocation of points using the major factors listed above for each
criterion/subcriterion is contained in the Project Management Appendix.
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Operations
After reviewing the RFP Proposals, the Operations team decided to use a scale of 1-5 reflecting the
completeness and depth of the RFP Respondent’s response to each criterion, with each point of this
scale worth 20% of the available possible points for the individual criterion. That is, a rating on a
criterion of 3 would result in an allocation of 60% of the points possible for that criterion.
The scale was applied using this structure:
1. The RFP Respondent did not provide an answer. 20% point allocation.
2. The RFP Respondent’s answer did not reflect the RFP instructions or did not address the
question. 40% point allocation.
3. The RFP Respondent’s answer was not specific to the facility, provider, region or RFP. (e.g.,
when a vendor is hired, it will provide adequate preparations). 60% point allocation.
4. The RFP Respondent provided a specific answer with some evidence from regional operation
applicable to question. 80% point allocation.
5. The RFP Respondent provided specific, existing data in its answer with substantial evidence in
a supporting, attached document that reported relevant capability. 100% point allocation.
The resulting point allocation for each RFP Respondent for each criterion is shown in Table 10
below.
Table 10
Operations Point Allocation by Criterion and RFP Respondent
Operations
Criteria

Maximum
Total
Proposal
Score 250
1

Proposal
2

Proposal
3

Proposal
4

Proposal
5

Proposal
6

Proposal
7

Proposal
8

Proposal
9

Proposal
10

Proposal
11

1) Control Center Operations (staffing, etc.)

25

20

25

25

15

10

25

25

15

15

20

20

2) Storm/Outage Response Plan

25

20

25

25

15

15

25

20

15

25

20

15

3) Reliability Metrics

25

15

25

25

15

15

25

15

10

20

20

20

4) Restoration Experience/Performance

25

20

20

20

15

20

25

15

15

20

15

25

5) Maintenance Staffing/Training

25

20

25

25

15

20

25

20

15

25

20

20

6) NERC Compliance-Process/History

25

20

20

10

15

15

25

20

15

20

20

20

7) Maintenance Performance/Expertise

25

20

20

25

10

20

25

20

15

25

25

25

8) Equipment

15

12

15

15

9

9

15

9

9

15

15

9

9) Maintenance Plans

15

12

12

12

9

12

15

9

12

15

15

9

10) Internal Safety Program

15

15

15

15

12

12

15

9

9

15

15

15

11) Contractor Safety Program

15

12

9

9

9

12

15

9

9

15

12

15

12) Safety Performance Record (Program
Execution)
Scoring category total:

15

15

12

15

9

12

15

9

9

15

12

12

250

201

223

221

148

172

250

180

148

225

209

205

More information related to the allocation of points for each criterion by RFP Respondent is shown
in the Operations Appendix.
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Rate Analysis
The initial task of point allocation in Rate Analysis was to determine how to allocate the 175
available points related to the overall, lifetime cost to customers from the project, as measured by the
40-year NPV. An initial examination of the key, summary cost information provided by the RFP
Respondents, indicated either an error or an anomaly in the process. One RFP Respondent’s NPV
was presented as lower than its cost of Engineering and Construction, a seeming impossibility. The
RFP Respondent’s documentation gave some indication this result came from a transfer of Project
revenue requirement outside this RFP Respondent’s zone due to the working of the SPP Tariff.
Discussions with tariff experts on the SPP staff confirmed this was the likely explanation. The Rate
Analysis team determined that the appropriate viewpoint from which to measure cost was not from a
single zone, but from the perspective of SPP as a whole. This view was confirmed and adopted in a
conference discussion with the IEP as a whole.
To test this explanation and to try to eliminate this effect, the Rate Analysis team requested that SPP
send an RFI to each RFP Respondent asking for a calculation of its NPV under two scenarios: 1) the
annual revenue requirement for all its transmission assets with and without the Project, and 2) the
annual transmission revenue requirement for Base Plan Upgrades and Balanced Portfolio facilities
with and without the Project. An NPV calculated under the second scenario would eliminate the
effect of any revenue requirement transfer related to the Project. The results from each RFP
Respondent confirmed the hypothesis that the seeming anomaly of an NPV less than the engineering
and construction cost was related to a zonal revenue requirement transfer. As a result, the Rate
Analysis team decided to use the scenario 2 NPV calculations from each RFP Respondent as the
basis for its point allocation in this area.
The Rate Analysis team examined three mechanisms for allocating points related to the NPV value
for each RFP Respondent:
1. Incremental, building from a minimum, initially set at 0 points for the highest, and
therefore least desirable, NPV, to the maximum 175 points for the lowest NPV, with each
RFP Respondent’s NPV assigned points proportionally across this range.
2. Median to high NPV, in which the median of the point spread, 87.5 (175/2), was assigned
to the median NPV of all RFP Respondents’ values, and a scale of points/$ of NPV
calculated between the median value and the highest NPV, which was set at 50 points.
3. Median to low NPV, in which the median of the points spread, 87.5 (175/2) was assigned
to the median NPV of all RFP Respondents’ values, and a scale of points/$ of NPV was
calculated between the median value and the lowest NPV, which was set at 175.
An examination of point allocation using each of these methodologies was calculated and reviewed
with the IEP at its January 11-12, 2016 face-to-face meeting. None of these results seemed optimal.
The first mechanism provided a large spread of allocated points among the RFP Respondents, but an
allocation of 0 points to the highest NPV RFP Respondent seemed harsh and inappropriate. The
results of the second methodology provided a compressed point allocation range as compared to the
relatively larger range of RFP Respondent NPVs. The third allocation produced the undesirable
result of one RFP Respondent receiving a negative point allocation, which was due to the
disproportional spread of NPV bids around the mean. After discussion, the Rate Analysis team
determined that a modified mechanism 1 in which the minimum point allocation was set at 25% of
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the 175 total points (44) would address the identified deficiencies and would be an appropriate
mechanism to allocate NPV points. The IEP concurred.
The Rate Analysis scoring methodology allowed for the allocation of up to 50 discretionary points
for elements of a RFP Respondent’s proposal that had the effect of reducing risk or otherwise
providing value. The methodology also allowed for the allocation of up to 50 demerit points for
elements of a RFP Respondent’s proposal that had the effect of increasing risk or detracting from
value.
An initial evaluation of how these discretionary points should be evaluated took place in a discussion
by the IEP on January 11, 2016 to evaluate the likelihood of occurrence, and significance if it did
occur, of each RFP Respondent that provided a cost guarantee. Initially, the five RFP Respondents
that had been identified in the Engineering Design evaluation not to have met a minimum design
standard (Proposal 11, Proposal 7, Proposal 10, Proposal 9, and Proposal 6) were assigned 50
demerit points because their costs were not reflective of what would be required to build the
facilities needed to have a successful result.
Proposal 5’s cost guarantee proposal was noteworthy in including a cap on the total revenue
requirement, not just the engineering and construction cost for the project, and included no material
exclusions. However, the NPV associated with the guarantee was above the median NPV for all
RFP Respondents, which meant the guarantee level was above the NPV of other RFP Respondents
providing cost guarantees. Proposal 5 was awarded 25 discretionary points related to its cost
guarantee.
Proposal 4’s cost guarantee was on a $/mile basis, which under the assumed route in its proposal,
produced a construction cost significantly below the construction cost estimate for a competitive
project included in SPP’s RFP. Given the nature of the area in Kansas between the fixed terminal
points of the proposed transmission line, the risk of material cost increase due to a longer route was
deemed low. Proposal 4’s guarantee also included no material exclusions. It was awarded 45
discretionary points related to its cost guarantee.

None of the RFP Respondents reported in their proposals any material on hand, assets on hand; or
rights-of-way ownership, control, or acquisition that would have the effect of reducing project risk
and therefore merit the awarding of discretionary points.
The resulting point allocation for each RFP Respondent for each Rate Analysis criterion is shown in
Table 11 below.
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Table 11
Rate Analysis Point Allocation by Criterion and RFP Respondent
Rate Analysis
Criteria

Maximum
Total
Proposal
Score 225
1

Proposal
2

Proposal
3

Proposal
4

Proposal
5

Proposal
6

Proposal
7

Proposal
8

Proposal
9

Proposal
10

Proposal
11

1) 40-Year Project NPV

175

168

171

137

121

125

175

128

44

160

148

101

2) Discretionary Points
Scoring category total:

+/-50

0

0

0

45

25

-50

-50

0

-50

-50

-50

225

168

171

137

166

150

125

78

44

110

98

51
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Finance
The RFP Respondents provided financial information in various formats and time periods. This lack
of consistency in the financial reporting among RFP Respondents made it impossible to make
comparisons of, or to perform benchmarking on, the various quantitative criteria of financial viability
and creditworthiness. Therefore, each individual RFP Respondent was rated on how its response
presented risk and demonstrated the ability of its bid to meet the criterion of financial viability and
creditworthiness.
Initially, the midpoint of the number points assigned to that criterion was established. Then, each
RFP Respondent’s score was adjusted from the midpoint based on the criteria established for
financial viability and creditworthiness. Each RFP Respondent’s score also was adjusted up or
down based on whether the RFP Respondent provided relevant financial evidence that was superior
to the information of other RFP Respondents. There were three exceptions to this scoring
methodology: the financial criterion of material conditions, debt covenants, and dividend policy.
The reason for these three exceptions was based on the fact that neither the SPP Tariff, Attachment
Y nor the SPP-RFP-000001 document provided a definitional means to measure and quantify the
degree of financial viability or creditworthiness required in providing a response to these criteria. In
addition, because every RFP Respondent provided a response, as required by the SPP Tariff,
Attachment Y, no RFP Respondent received a 0 point score for any of the financial criteria. All RFP
Respondents were initially scored based on their responses and documentation provided in the
Finance section. However, five of the RFP Respondents receive a 0 score for Engineering Design
because they did not meet a required design standard. Therefore, the Finance score of these five
RFP Respondents -- Proposal 11, Proposal 7, Proposal 10, Proposal 9, and Proposal 6-- were reevaluated and adjusted downward to reflect the higher risk of financial viability and creditworthiness
as a result of not meeting a required Engineering Design standard. The derivation of the point
allocation to each RFP Respondent for each Finance criterion is documented in the Appendix for this
scoring category. A summary of the Finance scoring point allocations is shown in the table below.
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Table 12
Finance Point Allocation by Criterion and RFP Respondent
Finance
Criteria
1) Evidence of Financing

Maximum
Total
Proposal
Score 125
1

Proposal
2

Proposal
3

Proposal
4

Proposal
5

Proposal
6

Proposal
7

Proposal
8

Proposal
9

Proposal
10

Proposal
11

12.5

12.5

11.5

11.5

11.25

7.25

10.25

7

5

10.25

10.75

7.25

2) Material Conditions

12.5

12.5

12.5

12.5

12.5

12.5

12.5

12.5

12.5

12.5

12.5

12.5

3) Financial/Business Plan

18.75

18.75

9.4

14

5.6

9.4

1.88

1.88

9.4

1.88

1.88

1.88

4) Pro Forma Financial Statements

18.75

14

2.8

18.75

9.4

9.4

1.88

1.88

9.4

1.88

1.88

1.88

5) Expected Financial Leverage

12.5

8.75

10.62

10.62

12.5

9.4

11.25

12.5

10.62

10.62

10.62

11.25

6) Debt Covenants

10

10

10

10

10

10

10

10

10

10

10

10

7) Projected Liquidity

15

15

12

13.5

15

13.5

13.5

15

12

15

13.5

15

8) Dividend Policy

10

10

10

10

10

10

10

10

10

10

10

10

9) Cash Flow Analysis

15

11.25

2.25

15

7.5

2.25

1.5

1.5

7.5

1.5

1.5

1.5

125

112.75

81.07

115.87

93.75

83.7

72.76

72.26

86.42

73.63

72.63

71.26

Scoring category total:
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Total IEP Point Allocation
Table 13 shows the summary allocation of points for each scoring category by RFP Respondent.
Table 13
Total IEP Point Allocation by Scoring Category and RFP Respondent

Scoring Results Matrix SPP-RFP-000001
RFP Respondent

Engineering
Project
Design
Management

Operations

Rate Analysis

Finance

Total Score

Proposal 1

167.6

143.5

201

168

112.75

792.85

Proposal 2

163.1

147.5

223

171

81.07

785.67

Proposal 3

155.3

131

221

137

115.87

760.17

Proposal 4

157.9

162.5

148

166

93.75

728.15

Proposal 5

168.9

143

172

150

83.7

717.60

Proposal 6

0

169

250

125

72.76

616.76

Proposal 8

173.6

129

148

44

86.42

581.02

Proposal 9

0

168

225

110

73.63

576.63

Proposal 10

0

152.5

209

98

72.63

532.13

Proposal 11

0

160

205

51

71.26

487.26

Proposal 7

0

155

180

78

72.26

485.26

Average Score

89.67

151.00

198.36

118.00

85.10

642.14
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Section 4: Incentive Points
The SPP Tariff, Attachment Y provides that a RFP Respondent that submitted a Detailed Project
Proposal, as defined in Attachment O Section III.8(b), would be eligible to receive 100 incentive
points as part of the selection process for a CU. The process for determining eligible DPPs was
determined by SPP staff in accordance with Attachment O of the SPP Tariff and Business Practice
7650. RFP Respondents that were notified of their eligibility for these incentive points were
required to document their eligibility as part of their RFP Response. Staff was then required to
confirm eligibility and inform the IEP.
The IEP was not informed of which RFP Respondents had met the requirements to receive incentive
points until after each rating team had completed its initial point allocation and presented those
results to the full IEP in its January 11-12, 2016 meeting at SPP headquarters. Table 14 shows the
results of the IEP point allocation shown in Table 13 with the addition of incentive points for those
RFP Respondents that qualified.
Table 14
Total IEP Point Allocation by Scoring Category and RFP Respondent

Scoring Results Matrix SPP-RFP-000001
Engineering
Project
40 Year NPV **
Design
Management

Qualified for
Incentive Incentive
Total Score
Pts?
Pts

Grand
Total
Score

RFP Respondent

E&C

Operations

Rate Analysis

Finance

Proposal 1

$8,325,610

$10,566,038

167.6

143.5

201

168

112.75

792.85

Yes

100

892.85

Proposal 2

$8,435,254

$10,149,698

163.1

147.5

223

171

81.07

785.67

No

0

785.67

Proposal 3

$11,693,201

$15,469,918

155.3

131

221

137

115.87

760.17

No

0

760.17

Proposal 4

$7,400,000 *

$18,088,000

157.9

162.5

148

166

93.75

728.15

No

0

728.15

Proposal 5

$10,423,689 *

$17,455,360

168.9

143

172

150

83.7

717.60

No

0

717.6

Proposal 6

$7,499,998 *

$9,454,569

0

169

250

125

72.76

616.76

No

0

616.76

Proposal 7

$10,097,059

$16,880,219

0

155

180

78

72.26

485.26

Yes

100

585.26

Proposal 8

$17,081,248

$30,298,162

173.6

129

148

44

86.42

581.02

No

0

581.02

Proposal 9

$8,611,286 *

$11,843,235

0

168

225

110

73.63

576.63

No

0

576.63

Proposal 10

$9,332,500 *

$13,775,849

0

152.5

209

98

72.63

532.13

No

0

532.13

Proposal 11

$16,406,496 *

$21,149,129

0

160

205

51

71.26

487.26

No

0

487.26

Average Score

$11,126,474

$15,920,925

89.67

151.00

198.36

118.00

85.10

642.14

N/A

N/A

660.32

*See Report Appendix Finance section for more detail on individual Cost Cap Guarantee
**The 40 Year NPV above is based on responses to question 2C of the Request for Information issued to all RFP Respondents by the IEP on 12/18/2015
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Section 5: Recommended RFP Proposal
The IEP recommends Proposal 1 as the recommended RFP Proposal for the North Liberal Walkemeyer 115 kV Project. Proposal 1 received the highest point allocation of any RFP
Respondent, which was 13% greater than the second highest RFP Respondent. Proposal 1 received
the second highest point allocation by the IEP in two of the five scoring categories. Proposal 1 was
one of two RFP Respondents that qualified for incentive points by submitting a Detailed Project
Proposal. However, Proposal 1 would have received the highest point allocation even without
incentive points, which demonstrates the comparative strength of its proposal.
The Engineering Design category score for Proposal 1 was 167.6 out of 200 points. This score is
slightly higher than the average score of 164.4 for Proposal 1 and the other five acceptable
respondents, which ranged from a high of 173.6 (primarily due to awarded dicretionary points
received because of larger than required conductor) to a low of 155.3. All of Proposal 1’s scores for
each criterion were close to the average scores of Proposal 1 and the other five acceptable
respondents. Four Proposal 1 category scores were above average and five were below average.
No Proposal 1 category score was more than 0.5 points below the category average.
As part of its technical evaluation of the proposals, PSC, the consultant, also offered an opinion
regarding the suitability of the Engineering Design component of the proposals, determining, “Based
on the preceding assessment of the proposals from 11 bidders, the following recommendations are
made - The technical component of the proposals submitted by Proposal 3, Proposal 5, Proposal 2,
Proposal 8, Proposal 1 and Proposal 4 are found in acceptable quality and we recommend to
consider their proposal as “technically responsive” proposal;”
All in all, the Engineering Design component of Proposal 1’s proposal contained no major omissions
or flaws. The proposed design for a single, steel-pole structure supporting a relatively large
conductor would provide more than specified capacity and relatively low losses.
Proposal 1 fully described its capabilities to operate the line and respond to a contingency. Proposal
1 illustrated the sequence from control center observation of a disruption through restoration of
operations with dispersed staff and resources.
Proposal 1 scored relatively less as compared to the other RFP respondents in the Project
Management scoring category because adequate information was not made available to evaluate the
details of the project schedule, ROW acquisition, and risk management scoring criteria.
Proposal 1’s proposal provided indication that it would deliver a cost-effective project. It received
the second highest point allocation in the Rate Analysis scoring category (only 3 points behind the
category leader). In addition, Proposal 1’s projected initial cost of construction was 20% lower than
the average projected initial cost for all proposals. Also, Proposal 1’s proposal produced the second
lowest 40-year NPV value, within 10% of the lowest respondent’s project life cost of all respondents
that met all engineering design requirements.
Proposal 1 for the Finance scoring category was awarded the maximum number of points for six of
the nine financial criteria categories, which combined with the scores of the other three financial
criteria categories gave Proposal 1 a grand total of 90% of the total maximum number of points for
the Finance Section. Proposal 1 received high scores for its financial/business plan, pro forma
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financial statements and cash flow analysis, which are key criterion of financial viability and
creditworthiness.
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Section 6: Recommended Alternate RFP Proposal
The IEP recommends Proposal 2 as the alternate RFP Proposal for the Project. Proposal 2 received
the second highest total point allocation of any RFP Respondent, and received the highest point
allocation in the Rate Analysis scoring category, which measured the overall cost to customers over
the life of the project.
The Engineering Design category score for Proposal 2 was 163.1 out of 200 points. The average
score for Proposal 2 and the other five acceptable respondents was 164.4, with scores ranging from a
high of 173.6 (primarily due to discretionary points received awarded of larger than required
conductor) to a low of 155.3 points. All of Proposal 2’s category scores were close to the average
scores of Proposal 2 and the other five acceptable respondents. Three Proposal 2 category scores
were above average, and six were below average. No Proposal 2 category score was more than 1.7
points below the category average.
Proposal 2 scored high overall in Operations, particularly conveying its success in maintaining
reliability. Proposal 2 provided transmission-level performance metrics and restoration experience.
Proposal 2 scored sixth highest in the Project Management scoring category, and higher than the
leading candidate Proposal 1 in the Project Management scoring category.
Proposal 2’s proposal provided strong indication of producing a cost-effective project. Proposal 2
received the highest point allocation in the Rate Analysis scoring category, and it projected the
lowest initial cost and 40-year NPV of any respondent that met the minimum engineering design
standards.
Proposal 2 for the Finance scoring category was awarded high scores for six of the nine financial
criterion categories. Proposal 2 received high scores for evidence of financing, material conditions,
expected financial leverage, debt covenants, project liquidity and dividend policy. Proposal 2’s
financing for the Project would come from cash generated from Proposal 2’s operations. It would
build, own, operate, and maintain the Project as an addition to its existing
transmission
system as part of its business plans.
Proposal 2 has
more than 100 years of experience in transmission, and as a result, it has won multiple JD Power and
Associates Awards.
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Industry Expert Panel Public Report Summary
Appendix
Engineering Design
ENGINEERING DESIGN POINTS ALLOCATED BY SCORING CATEGORY (INCLUDES
LIST OF ASSOCIATED SCORING FACTORS)
(NOTE: Points shown below for each category are evenly distributed to all Category checklist items
that immediately follow.)
(1A) ROUTING AND ROW – 5 TOTAL POINTS
 Line (Miles)
 Barriers, e.g., Line crossings, Under build, Structures, Signs & Street Lights
 Why route was chosen
 How topographical information was generated
 Structure Spotting
 Width required & how calculated
 Percent of ROW to be cleared
(1B) CONDUCTOR – 45 TOTAL POINTS
 Size
 Type
 Strength Utilization (EDT & MWT)
 Ampacity, Emergency and Nominal & Line capacity
 Vibration mitigation
 Galloping mitigation
 Conductor Stringing Data & Methodology
 Conductor Rating Calculation including Assumptions
 Grease & corrosion protection (site specific environmental)
(1C) STRUCTURES – 45 TOTAL POINTS
 Type of structure E.g., single pole
 Material (Steel, Wood, Concrete, Composite)
 Material durability & specification
 Foundation Type
 Failure mode & strength coordination of different components
 Geotechnical assumptions
 Insulator material, glass, porcelain, composite
 Insulator Electromechanical Strength Rating
 Insulator BIL (Insulation Coordination)
 Insulator pollution level
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Electrical/Maintenance Clearance Drawing
Shield wire Angle
NESC Loading

(1D) SHIELD WIRE – 25 TOTAL POINTS
 Size
 Minimum diameter of outer strands
 Form of cross section of OPGW
 Material
 Grease & corrosion protection (site specific environmental)
 Number of optical fibbers
 Splice Box (Placement, IP rating)
(2) LOSSES – 15 TOTAL POINTS
 Assumptions
 Calculation methodology
 Assumptions & calculations reasonable
 Total kWh losses for line per year
(3) LIFE EXPECTANCY (DESIGN LIFE) – 15 TOTAL POINTS
 Years life expectancy (Durability)
 Relative Reliability or Load Return Period as per ASCE MOP 74
 Nominal Design Wind Speed (3 second gust)
(4) RELIABILITY – 15 TOTAL POINTS
 Reliability/quality metrics used in design
 Reliability/quality metrics used in construction
 Reliability/quality metrics used in maintenance.
 Any FOR predictions
(5) ENGINEERING STAFF EXPERIENCE & EXPERTISE – 15 TOTALPOINTS
 Company equivalent projects
 Assigned staff equivalent projects
 Assigned staff education and experience
 Demonstrated ability to meet schedule
(6) CONDUCTOR DISCRETIONARY BONUS – 20 TOTAL POINTS
 Bonus for relatively less losses – 13 Points Maximum
 Bonus for relatively more MVA transfer capacity – 7 Points Maximum
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CONDUCTOR CHARACTERISTICS

RFP Respondent
Proposal 11
Proposal 8
Proposal 7
Proposal 5
Proposal 1
Proposal 3
Proposal 2
Proposal 4
Proposal 10
Proposal 9
Proposal 6

SIZE
CONDUCTOR
(kcmil)
ACSR T2 "HAWK"
477
ACSR "FALCON"
1590
ACSR T2 "HAWK"
477
ACSR "BUNTING"
1139
ACSR "BITTERN"
1272
ACSS "DOVE"
556.5
ACSR "BLUEJAY"
1113
ACSR "BITTERN"
1272
ACSR "DRAKE"
795
ACSS "LARK"
397
ACSS/TW "ORIOLE"
336

COND.
RESISTANCE CURRENT (A) CURRENT (A) COND. COND.
@ 840A
@ 100C
@ 200C
TEMP TEMP
(OHMS/KM)
(ACSR)
(ACSS)
840(A) 1200(A)
0.1701
708
133
240
0.0445
1511
66
79
0.1701
708
133
240
0.0593
1266
73
94
0.0638
1318
71
90
0.1340
810
1237
110
184
0.0638
1213
75
99
0.0638
1318
71
90
0.0898
1006
87
127
0.2069
662
1004
147
274
0.2665
585
883.5
182
354

Current carrying capacity less than specified minimum >>
(1200 Amps)
Temperature exceeds specified maximums
>>>>
ACSR Conductor (Aluminum Conductor, Steel Reinforced) Maximum Operating Temperature is 100C
ACSS Conductor (Aluminum Conductor, Steel Supported) Maximum Operating Temperature is 200C

CONDUCTOR LOSSES

RFP Respondent
Proposal 8
Proposal 5
Proposal 1
Proposal 4
Proposal 2
Proposal 3
Proposal 10
Proposal 11
Proposal 7
Proposal 9
Proposal 6

SIZE
(kcmil)
1590
1139
1272
1272
1113
556.5

COND.
RESISTANCE
@ 840A
(OHMS/KM)
0.0445
0.0593
0.0638
0.0638
0.0638
0.1340

795
477
477
397
336

0.0898
0.1701
0.1701
0.2069
0.2665

LOSS @ 70%
Emergency
Rating
LOSS
PERCENT BONUS
(840A)
SAVINGS
OF LOSS POINTS
(MWh/YEAR) (MWh/YEAR) SAVINGS (13 MAX)
29734
59719 100.0%
13.0
39594
49858
83.5%
10.9
42574
46879
78.5%
10.2
42574
46879
78.5%
10.2
42590
46862
78.5%
10.2
89452
0
0.0%
0.0
59922
113558
113558
138109
177883
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CONDUCTOR TRANSFER CAPACITY

RFP Respondent
Proposal 8
Proposal 1
Proposal 4
Proposal 5
Proposal 3
Proposal 2
Proposal 10
Proposal 9
Proposal 6
Proposal 11
Proposal 7

SIZE
(kcmil)
1590
1272
1272
1139
556.5
1113

NOC RATING
(MVA)
(T85C ACSR,
T200C ACSS)
260
227
227
218
246
209

795
397
336
477
477

174
200
176
123
123

EMERGENCY
BONUS
PERCENT
RATING (MVA) EMERGENCY
OF
BONUS
(T100C ACSR, RATING (MOST BONUS POINTS
T200C ACSS) - LEAST) MVA
MVA 7 MAX
301
59 100.0%
7.0
263
21
35.2%
2.5
263
21
35.2%
2.5
252
11
17.8%
1.2
246
5
8.1%
0.6
242
0
0.0%
0.0
200
200
176
141
141
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Discussion of Conductor Evaluation
The Engineering Design members of the IEP directed Power Systems Consultants (PSC) to perform
a conductor analysis of the 11 RFP proposals based upon the methodology in IEEE Publication 7382006, Standard for Calculating the Current-Temperature Relationship of Bare Overhead Conductors.
The results indicated that conductors proposed by five of the respondents -- Proposal 11, Proposal 7,
Proposal 10, Proposal 9, and Proposal 6 -- exceeded the maximum allowable surface temperature at
the specified current flow, per the SPP Minimum Transmission Design Standards, Revision 1.
The Engineering Design team had already evaluated other criteria than the conductor for all 11
respondents. Table A below shows the results of this initial evaluation, with a 0 allocation for
conductor for those respondents that did not meet the conductor standards.
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Table A
Engineering Design Point Allocation by Criterion and RFP Respondent

Engineering Design
Criteria
1) Type of Construction (Wood,
Steel, Design Loading, etc.)

Subcriteria
1A) Routing

Maximum
Total
Proposal
Score 200
1

Proposal
2

Proposal
3

Proposal
4

Proposal
5

Proposal
6

Proposal
7

Proposal
8

Proposal
9

Proposal
10

Proposal
11
4.3

5

4.3

4.6

4.5

4.3

4.1

4.5

4.4

4.6

4.3

3.9

1B) Conductor

45

39.5

39.5

40

39.5

39

0

0

40

0

0

0

1C) Structures/Loading

45

39.8

38.4

35.7

36

38.8

36

34.3

37.7

33.9

36.3

35

1D) Shield Wire

25

20.7

19.6

21.4

21.1

21.4

19.3

21.4

18.9

19.6

18.9

18.2

2) Losses (Design Efficiency)

15

12.8

11.3

12.8

13.5

13.5

13.5

11.3

13.9

13.5

13.5

10.5

3) Estimated Life of Construction

15

11.5

12.5

14

4.5

11.5

12.5

7

11.5

9

11.5

11.5

4) Reliability/Quality Metrics

15

12.8

13.5

12.8

12.8

13.5

12.8

9.4

12

12

12.8

12

5) Staff Expertise

15

13.5

13.5

13.5

13.5

15

7

7

15

7

7

7

6) Discretionary

20

12.7

10.2

0.6

12.7

12.1

0

0

20

0

0

0

200

167.6

163.1

155.3

157.9

168.9

105.6

94.8

173.6

99.3

103.9

98.5

Scoring category total:

The PSC Technical Evaluation Report states at page 29 that in its opinion, “The proposal submitted
by Proposal 10 has strong technical focus on the phase conductor selection. We recommend
considering their bid as “technically responsive”. However, the proposal is submitted with poor
engineering quality and may be excluded from further evaluation/ negotiation."
All RFP Proposals were required by the RFP at a minimum to comply with design standards outlined
in the SPP Minimum Transmission Design Standards (“MTDS”). Specifications in the MTDS
require that the maximum conductor temperature at 1,200 amperes emergency current flow shall not
exceed 100 degrees C operating temperature for ACSR type conductors and 200 degrees C operating
temperature for ACSS type conductors. Proposal 10’s operating temperature of the proposed ACSR
conductor was determined to be 127 degrees C at 1,200 amperes emergency rating, which is 27
degrees C more than the maximum allowed by the MTDS. Similarly, the conductor proposed by the
other four RFP Respondents also did not meet the maximum allowable temperature requirement at
1,200 amperes emergency rating. See Table Conductor Characteristics above. Therefore, the
Engineering Design evaluation team determined that the five respondents that did not meet this
minimum design standard, including Proposal 10, should not receive any points for this scoring
category because a transmission facility built to the specifications in these proposals would not meet
required SPP minimum standards identified in the MTDS. This determination is reflected in the
Engineering Design point allocation in Table 8 in the IEP Report.
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1. Abstract
The following report has been produced under the direction of Industry Expert Panel (IEP) representative
. The criteria for evaluating the tender submissions have been divided into 9 major categories (Routing,
Conductors, Structured/ Loading, Shield wire, Right of Way, Life Expectancy, Losses, Reliability and company
Engineering Experience & Expertise).
Under direction from the IEP representative, these major categories have been divided into separate sub
categories to identify compliance elements with respect to the tender evaluation. PSC used the following
criteria to evaluate each sub category element.
 Exceeds minimum SPP requirement (Top Level)
 Meets SPP minimum requirement
 Possibly meets the minimum requirement
 Does not meet the minimum requirement.
With this information, collaboration with IEP representative a weighting was assigned to the above criteria
and an average weighting produced for each category.
The IEP representative was responsible for assigning the scoring criteria used in this report.
The technical component of the proposals submitted by Proposal 8, Proposal 5, Proposal 1, Proposal 2,
Proposal 4 and Proposal 3 are found in acceptable quality and we recommend to consider their proposal as
“technically responsive” proposal.

2. Introduction
The evaluation of proposed Engineering Design of the 115kV North Liberal-Walkemeyer transmission line is
based on 200 points that measures the quality of the design, material, technology and life expectancy of the
Competitive Upgrade.
15 Points will be awarded for Engineering Staff Experience & Expertise in addition to the 185 Points above.
The total engineering component is made up of 200 Points.
Criteria considered in this evaluation category includes direct scoring against the following items









Routing (maximum 5)
Conductor (maximum 45)
Structure assessment of external loading and transmission support structure system (maximum 45)
Shield wire (maximum 25)
Right of Way (maximum 0) **SCORED Based on IEP recommendation
Life expectancy (maximum 15)
Losses (maximum 15)
Reliability (maximum 15)
Staff Experience & Expertise (maximum 15)
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Discretionary Bonus Points for Conductor Performance (maximum 20)

The evaluation criteria are stated below SPP minimum requirement where available,
 Legislative Codes (NESC) and standards (ASCE) where appropriate,
 Good and contemporary industry practice (IEC and IEEE recommendation) where applicable.
In addition to direct scoring, each RFP proposal was studied to identify

Positive aspect of the proposed engineering design which will likely offer better project management
as well as transmission line operation and maintenance;



Major concerns on the proposed engineering design; a RFI is recommended to be issued to resolve
these concerns should the relevant RFP proposal is considered for further assessment;



Minor concerns on the proposed engineering design; these points are recommended to include in a
“functional specification” prior to commencement of the transmission line detailed design and
construction to ensure adequate quality of the proposed transmission line system.

The detailed engineering design evaluation outcome can be found in the document

3. Tender Evaluation Summary
3.1 Proposal 11
Direct Scoring ResultTable 1 - Proposal 11 scoring result

Proposal 11
Engineering Design

Score (Total 200)

Routing (5)

4.3

Conductor (45)

0

Structure/Loading (45)

35

Shield wire (25)

18.2

Life Expectancy (15)

11.5

Losses (15)

10.5

Reliability (15)

12.0

Staff Expertise (15)

7.0

Bonus Points (20)

0
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TOTAL

98.5

Positive Aspect of the Proposed Engineering Design:
None
Major Concerns (Not addressed in the tender documentation):
1. The proposed phase conductor is not suitable to transmit 1200 Amps emergency rating requirement.
2. The proposed phase conductor will have very low power transmission efficiency and high line loss
(resistive).
3. Proposed line resistive line loss is 113.63 GW-hr/year (at 70% of emergency rating).
4. Pollution Level of Insulator (proposed minimum leakage distance) has not been disclosed. The bidder
needs to confirm the proposed pollution level that is adequate for the specific application
environment. The recommended pollution level is Level III “heavy” as defined in IEC 60071-2
(Insulation co-ordination - Part 2- Application guide).
5. The magnitude of all weather-related loads shall be determined using a 100 year mean return period
in accordance with the ASCE Manual of Practice (MOP) 74. A load factor equivalent to 1.15 shall be
required to comply with the relevant reliability factor (RRF). The bidder has not designed for a 100
year mean return period.
6. The ice thickness factor 1.25 has not been considered to comply with the relevant reliability factor
(RRF) for 100 year mean return period.
Minor Concerns (Not addressed in the tender documentation):
1. Corrosion protection layers of steel poles and accessories, special painting of pole bottom shafts
(near soil/air interface zone). This information has not been provided in the tender documentation,
2. Type of insulator materials has not been provided in the tender documentation (recommended glass
with straight head zinc sleeve or Composite without EPDM),
3. Minimum kA²sec rating of OPGW has not been provided in the tender documentation.
(Recommended value 90 assuming maximum station fault level 15kA and protection backup time 0.5
sec), OPGW configuration and corrosion protection (Aluma core or Centra core),
4. The recommended OPGW outer strand diameter is 3mm minimum for enhanced protection against
lightning strike damage and information has not been provided in the tender documentation.
5. OPGW Joint box IEC 60529 Ingress Protection (IP) rating (recommended rating IP54 which means
Protected from limited dust ingress and protected from water spray from any direction). This
information has not been provided in the tender documentation.
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3.2 Proposal 8
Direct Scoring ResultTable 2 – Proposal 8 scoring result

Proposal 8
Engineering Design

Score (Total 200)

Routing (5)

4.6

Conductor (45)

40.0

Structure/Loading (45)

37.7

Shield wire (25)

18.9

Life Expectancy (15)

11.5

Losses (15)

13.9

Reliability (15)

12.0

Staff Expertise (15)

15

Bonus Points (20)

20

TOTAL

173.6

Positive Aspect of the Proposed Engineering Design:
1. The proposed route will not have any 115kV transmission line crossing. This will have positive impact
on construction, operation, maintenance and safety.
2. The proposal is based on a customized study on the proposed route for "Lesser Prairie-Chicken
Habitat assessment."
3. The proposed phase conductor is suitable to transmit 1200 Amps emergency rating requirement.
4. The proposed phase conductor will have high power transmission efficiency and low line loss
(resistive).
5. Proposed line resistive line loss is 29.7 GW-hr/year (at 70% of emergency rating).
6. Addressed galloping & vibration mitigations, good conductor & structure engineering deliverable.
Major Concerns (Not addressed in the tender documentation):
1. The proposed right of way width is 45 feet. This seems very low and detailed calculation is required to
support this proposal.
2. Pollution Level of Insulator (proposed minimum leakage distance) has not been disclosed. The bidder
needs to confirm the proposed pollution level that is adequate for the specific application
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environment. The recommended pollution level is Level III “heavy” as defined in IEC 60071-2
(Insulation co-ordination - Part 2- Application guide).
3. The magnitude of all weather-related loads shall be determined using a 100 year mean return period
in accordance with the ASCE Manual of Practice (MOP) 74. A load factor equivalent to 1.15 shall be
required to comply with the relevant reliability factor (RRF). The bidder has not designed for a 100
year mean return period.
4. The ice thickness factor 1.25 has not been considered to comply with the relevant reliability factor
(RRF) for 100 year mean return period.
Minor Concerns (Not addressed in the tender documentation):
1. Corrosion protection layers of steel poles and accessories, special painting of pole bottom shafts
(near soil/air interface zone). This information has not been provided in the tender documentation,
2. Type of insulator materials has not been provided in the tender documentation (recommended glass
with straight head zinc sleeve or Composite without EPDM),
3. Minimum kA²sec rating of OPGW has not been provided in the tender documentation.
(Recommended value 90 assuming maximum station fault level 15kA and protection backup time 0.5
sec), OPGW configuration and corrosion protection (Aluma core or Centra core). The bidder has
detailed a methodology that will be used to calculate the shield wire size and type, part of the
detailed design insulation coordination study.
4. The recommended OPGW outer strand diameter is 3mm minimum for enhanced protection against
lightning strike damage and information has not been provided in the tender documentation.
5. OPGW Joint box IEC 60529 Ingress Protection (IP) rating (recommended rating IP54 which means
Protected from limited dust ingress and protected from water spray from any direction). This
information has not been provided in the tender documentation.
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3.3 Proposal 7
Direct Scoring ResultTable 3 – Proposal 7 scoring result

Proposal 7
Engineering Design

Score (Total 200)

Routing (5)

4.4

Conductor (45)

0

Structure/Loading (45)

34.3

Shield wire (25)

21.4

Life Expectancy (15)

7.0

Losses (15)

11.3

Reliability (15)

9.4

Staff Expertise (15)

7.0

Bonus Points (20)

0

TOTAL

94.7

Positive Aspect of the Proposed Engineering Design:
1. A detailed Multi Criteria Assessment (MCA) has been carried out to identify the preferred route.
2. The proposal is based on a customized study on the proposed route for "Lesser Prairie-Chicken
Habitat assessment."
3. Structure spotting is provided with the height of the wood poles not exceeding 95'. Terrain profile is
provided showing the sag tensions, span lengths, clearances, etc.
4. 14mm diameter OPGW (AFL Aluma Core) which will have at least 90kA²sec rating and will have good
corrosion resistance property and the optical fibers are standard ITU-T G.652.D.
Major Concerns (Not addressed in the tender documentation):
1. The proposed phase conductor is not suitable to transmit 1200 Amps emergency rating requirement.
2. The proposed phase conductor will have very low power transmission efficiency and high line loss
(resistive).
3. Proposed line resistive line loss is 113.6 GW-hr/year (at 70% of emergency rating).
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5. Pollution Level of Insulator (proposed minimum leakage distance) has not been disclosed. The bidder
needs to confirm the proposed pollution level that is adequate for the specific application
environment. The recommended pollution level is Level III “heavy” as defined in IEC 60071-2
(Insulation co-ordination - Part 2- Application guide).
6. The magnitude of all weather-related loads shall be determined using a 100 year mean return period
in accordance with the ASCE Manual of Practice (MOP) 74. A load factor equivalent to 1.15 shall be
required to comply with the relevant reliability factor (RRF). The bidder has not designed for a 100
year mean return period.
7. The ice thickness factor 1.25 has not been considered to comply with the relevant reliability factor
(RRF) for 100 year mean return period.
Minor Concerns (Not addressed in the tender documentation):
1. Corrosion protection of wood poles and accessories has not been specified. No preservative or
special painting of pole bottom part (near soil/air interface zone) has been mentioned in the tender
documentation.
2. No failure mode and strength co-ordination of wood pole and foundation system has been provided
or assessed. It is recommended strength co-ordination is to let foundation fail before wood pole,
3. Type of insulator materials has not been provided in the tender documentation (recommended glass
with straight head zinc sleeve or Composite without EPDM),
4. OPGW Joint box IEC 60529 Ingress Protection (IP) rating (recommended rating IP54 which means
Protected from limited dust ingress and protected from water spray from any direction). This
information has not been provided in the tender documentation.
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3.4 Proposal 5
Direct Scoring ResultTable 4 – Proposal 5 scoring result

Proposal 5
Engineering Design

Score (Total 200)

Routing (5)

4.1

Conductor (45)

39.0

Structure/Loading (45)

38.8

Shield wire (25)

21.4

Life Expectancy (15)

11.5

Losses (15)

13.5

Reliability (15)

13.5

Staff Expertise (15)

15

Bonus Points (20)

12.1

TOTAL

168.9

Positive Aspect of the Proposed Engineering Design:
1. The proposed phase conductor is suitable to transmit 1200 Amps emergency rating requirement.
2. The proposed phase conductor will have high power transmission efficiency and low line loss
(resistive).
3. Proposed line resistive line loss is 39.6 GW-hr/year (at 70% of emergency rating).
4. 48-fiber AFL Centra Core OPGW is proposed; 12mm diameter OPGW (AFL Aluma Core) which will
have at least 90kA²sec rating and will have good corrosion resistance property and the optical fibers
are standard ITU-T G.652.D.
5. The proposal is based on TWIN OHEW (one OPGW and one steel galvanized wire). This will provide
enhanced protection against lightning strike damage and fault current distribution.
6. Addressed galloping & vibration mitigations, good conductor & structure engineering deliverable.
Major Concerns (Not addressed in the tender documentation):
1. The proposed route will have 115kV transmission line crossing. The impact on construction,
operation, maintenance and safety should be assessed in the proposal.
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3. Pollution Level of Insulator (proposed minimum leakage distance) has not been disclosed. The bidder
needs to confirm the proposed pollution level that is adequate for the specific application
environment. The recommended pollution level is Level III “heavy” as defined in IEC 60071-2
(Insulation co-ordination - Part 2- Application guide).
4. The magnitude of all weather-related loads shall be determined using a 100 year mean return period
in accordance with the ASCE Manual of Practice (MOP) 74. A load factor equivalent to 1.15 shall be
required to comply with the relevant reliability factor (RRF). The bidder has not designed for a 100
year mean return period.
5. The Ice thickness factor 1.25 has not been considered to comply with the relevant reliability factor
(RRF) for 100 year mean return period.
Minor Concerns (Not addressed in the tender documentation):
1. Corrosion protection of wood poles and accessories has not been specified. No preservative or
special painting of pole bottom part (near soil/air interface zone) has been mentioned in the tender
documentation.
2. The proposed Non Ceramic insulator materials should not be based on EPDM rubber, recommended
material is silicone rubber or SESP rubber (alloy of EPDM and silicone),
3. OPGW Joint box IEC 60529 Ingress Protection (IP) rating (recommended rating IP54 which means
Protected from limited dust ingress and protected from water spray from any direction). This
information has not been provided in the tender documentation.
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3.5 Proposal 1
Direct Scoring ResultTable 5 – Proposal 1 scoring result

Proposal 1
Engineering Design

Score (Total 200)

Routing (5)

4.3

Conductor (45)

39.5

Structure/Loading (45)

39.8

Shield wire (25)

20.7

Life Expectancy (15)

11.5

Losses (15)

12.8

Reliability (15)

12.8

Staff Expertise (15)

13.5

Bonus Points (20)

12.7

TOTAL

167.5

Positive Aspect of the Proposed Engineering Design:
1. The proposed phase conductor is suitable to transmit 1200 Amps emergency rating requirement.
2. The proposed phase conductor will have high power transmission efficiency and low line loss
(resistive).
3. Proposed line resistive line loss is 42.6 GW-hr/year (at 70% Emergency of emergency rating).
4. The proposed weathering steel poles will have aesthetic appearance,
5. Proposed leakage is 25.4mm/kV (1"/kV) and 28.76mm/kV (1.13"/kV). It is a level equivalent to
“Heavy- Areas with high density of industries and suburbs of large cities with high density of heating
plants producing pollution".
6. Addressed galloping, good conductor, routing & structure engineering deliverable.
Major Concerns (Not addressed in the tender documentation):
1. The proposed route will have 115kV transmission line crossing. The impact on construction,
operation, maintenance and safety should be assessed in the proposal;
2. The magnitude of all weather-related loads shall be determined using a 100 year mean return period
in accordance with the ASCE Manual of Practice (MOP) 74. A load factor equivalent to 1.15 shall be

IEP Transmission Provider BOD Report Appendix for RFP000001

540 of 637

22

required to comply with the relevant reliability factor (RRF). The bidder has not designed for a 100
year mean return period.
3. The ice thickness factor 1.25 has not been considered to comply with the relevant reliability factor
(RRF) for 100 year mean return period.
Minor Concerns (Not addressed in the tender documentation):
1. Corrosion protection layers of steel poles and accessories, special painting of pole bottom shafts
(near soil/air interface zone). This information has not been provided in the tender documentation,
2. The proposed Non Ceramic insulator materials should not be based on EPDM rubber, recommended
material is silicone rubber or SESP rubber (alloy of EPDM and silicone),
3. Minimum kA²sec rating of OPGW has been provided in the tender documentation, the bidder has
proposed OPGW to be 48kA²sec rated wire. (Recommended value 90 assuming maximum station
fault level 15kA and protection backup time 0.5 sec), OPGW configuration and corrosion protection
(Aluma core or Centra core).
4. The recommended OPGW outer strand diameter is 3mm minimum for enhanced protection against
lightning strike damage and information has not been provided in the tender documentation.
5. OPGW Joint box IEC 60529 Ingress Protection (IP) rating (recommended rating IP54 which means
Protected from limited dust ingress and protected from water spray from any direction). This
information has not been provided in the tender documentation.
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3.6 Proposal 3
Direct Scoring ResultTable 6 – Proposal 3 scoring result

Proposal 3
Engineering Design

Score (Total 200)

Routing (5)

4.5

Conductor (45)

40.0

Structure/Loading (45)

35.7

Shield wire (25)

21.4

Life Expectancy (15)

14.0

Losses (15)

12.8

Reliability (15)

12.8

Staff Expertise (15)

13.5

Bonus Points (20)

0.6

TOTAL

155.2

Positive Aspect of the Proposed Engineering Design:
1. The proposed route will not have any 115kV line crossing. This will have positive impact on
construction, operation, maintenance and safety.
2. The proposed phase conductor is suitable to transmit 1200 Amps emergency rating requirement.
3. The proposed phase conductor is a high temperature fully annealed Aluminum conductor ACSS; this
will have high power transmission efficiency but will have high line loss (resistive).
4. Proposed line resistive line loss is 89.5 GW-hr/year (at 70% of emergency rating).
5. 48-fiber SFPOC OPGW with Aluminum Clad is proposed; 13.5mm diameter OPGW (AFL Aluma Core)
which will have at least 90kA²sec rating and will have good corrosion resistance property and the
optical fibres are standard ITU-T G.652 or ITU-T G655 (G.652 is the recommended type).
6. Addressed galloping, vibration mitigations & 100 year mean return period (Reliability), good
conductor, structure & routing engineering deliverable.
Major Concerns (Not addressed in the tender documentation):
1. The proposed right of way width is 50 feet. This seems very low and detailed calculation is required to
support this proposal.
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2. A wind load factor equivalent to 1.15² is considered in the proposal, this is beyond the requirement of
the relevant reliability factor (RRF) for 100 year mean return period. Please refer to clause 2.1.1 of
ASCE MOP 74 for the correct application of the wind load factor.
3. The proposed insulation is equivalent to “Light” as defined in IEC 60071-2 (Insulation co-ordination Part 2- Application guide). The bidder needs to confirm the proposed pollution level that is adequate
for the specific application environment. The recommended pollution level is Level III “heavy” as
defined in IEC 60071-2 (Insulation co-ordination - Part 2- Application guide).
4. The bidder needs to confirm that the proposed Non Ceramic Insulators and hardware fittings are
suitable to use at high temperature operation.
Minor Concerns (Not addressed in the tender documentation):
1. Corrosion protection layers of steel poles and accessories, special painting of pole bottom shafts
(near soil/air interface zone). This information has not been provided in the tender documentation,
2. The proposed Non Ceramic insulator materials should not be based on EPDM rubber, recommended
material is silicone rubber or SESP rubber (alloy of EPDM and silicone),
3. The recommended OPGW outer strand diameter is 3mm minimum for enhanced protection against
lightning strike damage and information has not been provided in the tender documentation.
4. OPGW Joint box IEC 60529 Ingress Protection (IP) rating (recommended rating IP54 which means
Protected from limited dust ingress and protected from water spray from any direction). This
information has not been provided in the tender documentation.

3.7 Proposal 2
Direct Scoring ResultTable 7 – Proposal 2 scoring result

Proposal 2
Engineering Design

Score (Total 200)

Routing (5)

4.6

Conductor (45)

39.5

Structure/Loading (45)

38.4

Shield wire (25)

19.6

Life Expectancy (15)

12.5

Losses (15)

11.3

Reliability (15)

13.5

Staff Expertise (15)

13.5

Bonus Points (20)

10.2

TOTAL

163.1
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Positive Aspect of the Proposed Engineering Design:
1. A detailed Multi Criteria Assessment (MCA) has been carried out to identify the preferred route.
2. The proposed phase conductor is suitable to transmit 1200 Amps emergency rating requirement.
3. The proposed phase conductor will have high power transmission efficiency and low line loss
(resistive).
4. Proposed line resistive line loss is 42.6 GW-hr/year (at 70% of emergency rating).
5. Proposed Prismian 18B35S OPGW is a Centra Core Aluminum Clad OPGW. Which will have at least
90kA²sec rating and will have good corrosion resistance property and the optical fibers are standard
ITU-T G.652 or ITU-T G655 (G.652 is the recommended type).
6. Addressed galloping & vibration mitigations, good conductor, structure & routing engineering
deliverable.
Major Concerns (Not addressed in the tender documentation):
1. Pollution Level of Insulator (proposed minimum leakage distance) has not been disclosed. The bidder
needs to confirm the proposed pollution level that is adequate for the specific application
environment. The recommended pollution level is Level III “heavy” as defined in IEC 60071-2
(Insulation co-ordination - Part 2- Application guide).
2. The magnitude of all weather-related loads shall be determined using a 100 year mean return period
in accordance with the ASCE Manual of Practice (MOP) 74. A load factor equivalent to 1.15 shall be
required to comply with the relevant reliability factor (RRF). The bidder has not designed for a 100
year mean return period.
3. The ice thickness factor 1.25 has not been considered to comply with the relevant reliability factor
(RRF) for 100 year mean return period.
Minor Concerns (Not addressed in the tender documentation):
1. Corrosion protection layers of steel poles and accessories, special painting of pole bottom shafts
(near soil/air interface zone). This information has not been provided in the tender documentation,
2. Minimum kA²sec rating of OPGW has been provided in the tender documentation, the bidder has
proposed OPGW to be 54kA²sec rated wire. (Recommended value 90 assuming maximum station
fault level 15kA and protection backup time 0.5 sec), OPGW configuration and corrosion protection
(Aluma core or Centra core).
3. The recommended OPGW outer strand diameter is 3mm minimum for enhanced protection against
lightning strike damage and information has not been provided in the tender documentation.
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4. OPGW Joint box IEC 60529 Ingress Protection (IP) rating (recommended rating IP54 which means
Protected from limited dust ingress and protected from water spray from any direction). This
information has not been provided in the tender documentation.

3.8 Proposal 4
Direct Scoring ResultTable 8 – Proposal 5scoring result

Proposal 4
Engineering Design

Score (Total 200)

Routing (5)

4.3

Conductor (45)

39.5

Structure/Loading (45)

36

Shield wire (25)

21.1

Life Expectancy (15)

4.5

Losses (15)

13.5

Reliability (15)

12.8

Staff Expertise (15)

13.5

Bonus Points (20)

12.7

TOTAL

157.8

Positive Aspect of the Proposed Engineering Design:
1. The proposed phase conductor is suitable to transmit 1200 Amps emergency rating requirement.
2. The proposed phase conductor will have high power transmission efficiency and low line loss
(resistive).
3. Proposed line resistive line loss is 59.9 GW-hr/year (at 70% of emergency rating).
4. The proposed AFL AC34/52/646 is a 16.4mm OPGW (AFL Aluma Core) which will have 172kA²sec
rating and will have good corrosion resistance property and the optical fibers are standard ITU-T
G.652.D or ITU-T G655 (G.652 is the recommended type).
5. Addressed galloping & vibration mitigations, good conductor, structure & routing engineering
deliverable.
Major Concerns (Not addressed in the tender documentation):
1. The proposed route will have 115kV transmission line crossing. The impact on construction,
operation, maintenance and safety should be assessed in the proposal;

IEP Transmission Provider BOD Report Appendix for RFP000001

545 of 637

27

2. The proposed insulation is equivalent to “Medium” as defined in IEC 60071-2 (Insulation coordination - Part 2- Application guide). The bidder needs to confirm the proposed pollution level that
is adequate for the specific application environment. The recommended pollution level is Level III
“heavy” as defined in IEC 60071-2 (Insulation co-ordination - Part 2- Application guide).
3. A wind load factor equivalent to 1.15² is considered in the proposal, this is beyond the requirement of
the relevant reliability factor (RRF) for 100 year mean return period. Please refer to clause 2.1.1 of
ASCE MOP 74 for the correct application of the wind load factor.
4. The ice thickness factor 1.25 has not been considered to comply with the relevant reliability factor
(RRF) for 100 year mean return period.
Minor Concerns (Not addressed in the tender documentation):
1. Corrosion protection layers of steel poles and accessories, special painting of pole bottom shafts
(near soil/air interface zone). This information has not been provided in the tender documentation,
2. The proposed Non Ceramic insulator materials should not be based on EPDM rubber, recommended
material is silicone rubber or SESP rubber (alloy of EPDM and silicone),
3. The recommended OPGW outer strand diameter is 3mm minimum for enhanced protection against
lightning strike damage and information has not been provided in the tender documentation.
4. OPGW Joint box IEC 60529 Ingress Protection (IP) rating (recommended rating IP54 which means
Protected from limited dust ingress and protected from water spray from any direction). This
information has not been provided in the tender documentation.

3.9 Proposal 10
Direct Scoring ResultTable 9 – Proposal 10scoring result

Proposal 10
Engineering Design

Score (Total 200)

Routing (5)

3.9

Conductor (45)

0

Structure/Loading (45)

36.3

Shield wire (25)

18.9

Life Expectancy (15)

11.5

Losses (15)

13.5

Reliability (15)

12.8

Staff Expertise (15)

7.0

Bonus Points (20)

0

TOTAL

103.9
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Positive Aspect of the Proposed Engineering Design:
1. The proposed phase conductor is selected following a very good engineering assessment. Although
apparently the proposed ACSR conductor has Maximum Operating Temperature (MOT) slightly higher
than SPP minimum requirement, the overall performance of the phase conductor over the design life
(including the assessment of loss of strength under high MOT) can be considered as “Fit for purpose”.
2. Proposed line resistive line loss is 60.6 GW-hr/year (at 70% of emergency rating).
3. Addressed galloping.
Major Concerns (Not addressed in the tender documentation):
1. The proposed route will have 115kV transmission line crossing. The impact on construction,
operation, maintenance and safety should be assessed in the proposal,
2. Pollution Level of Insulator (proposed minimum leakage distance) has not been disclosed. The bidder
needs to confirm the proposed pollution level that is adequate for the specific application
environment. The recommended pollution level is Level III “heavy” as defined in IEC 60071-2
(Insulation co-ordination - Part 2- Application guide).
3. The magnitude of all weather-related loads shall be determined using a 100 year mean return period
in accordance with the ASCE Manual of Practice (MOP) 74. A load factor equivalent to 1.15 shall be
required to comply with the relevant reliability factor (RRF). The bidder has not designed for a 100
year mean return period.
4. The ice thickness factor 1.25 has not been considered to comply with the relevant reliability factor
(RRF) for 100 year mean return period.
5. The bidder needs to confirm that the proposed Non Ceramic Insulators and hardware fittings are
suitable to use at high temperature operation.
Minor Concerns (Not addressed in the tender documentation):
1. Corrosion protection layers of steel poles and accessories, special painting of pole bottom shafts
(near soil/air interface zone). This information has not been provided in the tender documentation,
2. The proposed Non Ceramic insulator materials should not be based on EPDM rubber, recommended
material is silicone rubber or SESP rubber (alloy of EPDM and silicone),
3. Corrosion resistance property of OPGW should be considered (e.g. avoiding bi-metallic corrosion),
4. The recommended OPGW outer strand diameter is 3mm minimum for enhanced protection against
lightning strike damage and information has not been provided in the tender documentation.
5. OPGW Joint box IEC 60529 Ingress Protection (IP) rating (recommended rating IP54 which means
Protected from limited dust ingress and protected from water spray from any direction). This
information has not been provided in the tender documentation.
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6. The conductor tension should be based on the vibration damper design to avoid damage under
Aeolian vibration.

3.10 Proposal 9
Direct Scoring ResultTable 10 – Proposal 9 scoring result

Proposal 9
Engineering Design

Score (Total 200)

Routing (5)

4.3

Conductor (45)

0

Structure/Loading (45)

33.9

Shield wire (25)

19.6

Life Expectancy (15)

9.0

Losses (15)

13.5

Reliability (15)

12.0

Staff Expertise (15)

7

Bonus Points (20)

0

TOTAL

99.4

Positive Aspect of the Proposed Engineering Design:
1. The proposed route will not have any 115kV transmission line crossing. This will have positive impact
on construction, operation, maintenance and safety.
2. The proposed OPGW is a 48 fiber 16.15mm diameter OPGW and the fault current rating is expected
to be in excess of 150kA²sec. This will have good corrosion resistance property and the optical fibers
are standard ITU-T G.652.D or ITU-T G655 (G.652 is the recommended type).
Major Concerns (Not addressed in the tender documentation):
1. The proposed ACSS phase conductor will run at 147.2⁰C to transmit 840A and 274.4⁰C to transmit
1200 A. This is quite high compared to the recommended range of ACSS operating temperatures as
per contemporary practices. This is also beyond the limit imposed by SPP minimum criteria. The
proposed phase conductor is not suitable to transmit 1200 Amps emergency rating requirement.
2. The proposed phase conductor will have high power transmission efficiency and high line loss
(resistive).
3. Proposed line resistive line loss is 138.11 GW-hr/year (at 70% of emergency rating).
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4. Pollution Level of Insulator (proposed minimum leakage distance) has not been disclosed. The bidder
needs to confirm the proposed pollution level that is adequate for the specific application
environment. The recommended pollution level is Level III “heavy” as defined in IEC 60071-2
(Insulation co-ordination - Part 2- Application guide).
5. The magnitude of all weather-related loads shall be determined using a 100 year mean return period
in accordance with the ASCE Manual of Practice (MOP) 74. A load factor equivalent to 1.15 shall be
required to comply with the relevant reliability factor (RRF). The bidder has not designed for a 100
year mean return period.
6. The ice thickness factor 1.25 has not been considered to comply with the relevant reliability factor
(RRF) for 100 year mean return period.
7. The bidder needs to confirm that the proposed Insulators and hardware fittings are suitable to use at
high temperature operation.
Minor Concerns (Not addressed in the tender documentation):
1. Corrosion protection layers of steel poles and accessories, special painting of pole bottom shafts
(near soil/air interface zone). This information has not been provided in the tender documentation,
2. Type of insulator materials has not been provided in the tender documentation (recommended glass
with straight head zinc sleeve or Composite without EPDM),
3. Corrosion resistance property of OPGW should be considered (e.g. avoiding bi-metallic corrosion),
4. The recommended OPGW outer strand diameter is 3mm minimum for enhanced protection against
lightning strike damage and information has not been provided in the tender documentation.
5. OPGW Joint box IEC 60529 Ingress Protection (IP) rating (recommended rating IP54 which means
Protected from limited dust ingress and protected from water spray from any direction). This
information has not been provided in the tender documentation.
6. The conductor tension should be based on the vibration damper design to avoid damage under
Aeolian vibration.

3.11 Proposal 6
Direct Scoring ResultTable 11 – Proposal 6 scoring result

Proposal 6
Engineering Design

Score (Total 200)

Routing (5)

4.5

Conductor (45)

0

Structure/Loading (45)

36
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Shield wire (25)

19.3

Life Expectancy (15)

12.5

Losses (15)

13.5

Reliability (15)

12.8

Staff Expertise (15)

7.0

Bonus Points (20)

0

TOTAL

105.5

Positive Aspect of the Proposed Engineering Design:
None
Major Concerns (Not addressed in the tender documentation):

1. The proposed ACSS phase conductor will run at 182.4⁰C to transmit 840A and 354.3⁰C to transmit
1200 A. This is very high compared to the recommended range of ACSS operating temperatures as
per contemporary practices. This is also beyond the limit imposed by SPP minimum criteria. The
proposed phase conductor is not suitable to transmit 1200 Amps emergency rating requirement.
2. The proposed phase conductor will have high power transmission efficiency and high line loss
(resistive).
3. Proposed line resistive line loss is 177.9 GW-hr/year (at 70% of emergency rating).
4. Pollution Level of Insulator (proposed minimum leakage distance) has not been disclosed. The bidder
needs to confirm the proposed pollution level that is adequate for the specific application
environment. The recommended pollution level is Level III “heavy” as defined in IEC 60071-2
(Insulation co-ordination - Part 2- Application guide).
5. The magnitude of all weather-related loads shall be determined using a 100 year mean return period
in accordance with the ASCE Manual of Practice (MOP) 74. A load factor equivalent to 1.15 shall be
required to comply with the relevant reliability factor (RRF). The bidder has not designed for a 100
year mean return period.
6. The ice thickness factor 1.25 has not been considered to comply with the relevant reliability factor
(RRF) for 100 year mean return period.
7. Addressed galloping.
Minor Concerns (Not addressed in the tender documentation):
1. Corrosion protection layers of steel poles and accessories, special painting of pole bottom shafts
(near soil/air interface zone). This information has not been provided in the tender documentation,
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2. The proposed Non Ceramic insulator materials should not be based on EPDM rubber, recommended
material is silicone rubber or SESP rubber (alloy of EPDM and silicone),
3. Corrosion resistance property of OPGW should be considered (e.g. avoiding bi-metallic corrosion),
4. Minimum kA²sec rating of OPGW has been provided in the tender documentation, the bidder has
proposed OPGW to be 36kA²sec rated wire. (Recommended value 90 assuming maximum station
fault level 15kA and protection backup time 0.5 sec), OPGW configuration and corrosion protection
(Aluma core or Centra core).
5. The recommended OPGW outer strand diameter is 3mm minimum for enhanced protection against
lightning strike damage and information has not been provided in the tender documentation.
6. OPGW Joint box IEC 60529 Ingress Protection (IP) rating (recommended rating IP54 which means
Protected from limited dust ingress and protected from water spray from any direction). This
information has not been provided in the tender documentation.

4. Ranking summary
Table 12 – Ranking Summary

MVA Rating (85°CACSR, 200°C-ACSS)
(MVA)

Resistive Loss @
70% Emergency
(GWh/year)

Rank

Bidder

Score
(out of 200)

1

Proposal 8

173.6

260

29.73

2

Proposal 5

168.9

218

39.6

3

Proposal 1

167.5

227

42.57

4

Proposal 2

163.1

209

42.6

5

Proposal 4

157.8

227

42.57

6

Proposal 3

155.2

246

89.45

7

Proposal 6

105.5

176

177.9

8

Proposal 10

103.9

174

60.6

9

Proposal 9

99.4

200

138.1

10

Proposal 11

98.5

123

113.6

11

Proposal 7

94.7

123

113.6
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5. Assessment of Proposed Design
PSC has reviewed the quality of design information submitted in each proposal and assessed them against the
major component of a transmission line system. We have considered 4 competency components (refer Table
13) to assess the design of each proposal.
Table 13 – Transmission Line System and Element of Competency

Components
Line
route
and Supports

Elements

Expected Engineering Quality

Line route

-

Steel,
wood,
composite
Plates, bolts,
washers

MCA
(Multi
Criteria
Analysis
for
route
selection)
Design
loading
and
strength co-ordinations
Durability
consideration(material
selection)

TL-1

TL-2

-

Reasonable
Geotechnical
Assumptions
Educated
geotechnical
strength factor
Durability
consideration(material
selection)
Basic design of earthing

-

Rating calculation
Loss calculation
Corrosion
Aeolian vibration
Galloping

TL-3

-

Loading and strength coordination
Corrosion

TL-4

concrete,
nuts

and

-

Stays and fittings
Top geometry
Foundations

Anchor bolts, steel piles and
cleat
angles
and
geotechnical
interaction
design
Concrete footings, caisson
footings and geotechnical
interaction design
Earthing systems

Conductors/
OPGW

Size

Insulators

Insulator elements

Joints

Brackets, bolts
Fittings

ID of
Competency

-

-

The following table shows the quality of design of the proposals against the four competencies that are
defined in Table 13.
In the Table 14, “YES” represents the proposal has satisfactory engineering assessment and “NO” represents
missing/incorrect/incomplete engineering assessment for the corresponding competency element.
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Table 14 – Quality of Design

Score
Out of 200

TL-1

TL-2

TL-3

TL-4

1 Proposal 8

173.6

NO

YES

YES

NO

2 Proposal 5

168.9

NO

YES

YES

NO

3 Proposal 1

167.5

YES

NO

YES

NO

4 Proposal 2

163.1

YES

YES

YES

NO

5 Proposal 4

157.8

YES

YES

YES

NO

6 Proposal 3

155.2

YES

YES

YES

NO

7 Proposal 6

105.5

YES

YES

NO

NO

8 Proposal 10

103.9

NO

NO

NO

NO

9 Proposal 9

99.4

YES

YES

NO

YES

10 Proposal 11

98.5

NO

NO

NO

NO

11 Proposal 7

94.7

YES

NO

NO

NO

Rank

Bidder

6. Conclusion
Based on the preceding assessment of the proposals from 11 bidders, the following recommendations are
made

The technical component of the proposals submitted by Proposal 3, Proposal 5, Proposal 2, Proposal
8, Proposal 1 and Proposal 4 are found in acceptable quality and we recommend to consider their
proposal as “technically responsive” proposal;



The proposal submitted by Proposal 10has strong technical focus on the phase conductor selection.
We recommend to consider their bid as “technically responsive”. However, the proposal is submitted
with poor engineering quality and may be excluded from further evaluation/ negotiation;



The overall technical component of the proposals submitted by Proposal 6 and Proposal 9 are found
in acceptable quality but based on an erroneous selection of phase conductor. We recommend to
consider their bid as “technically unresponsive” and to exclude their proposal from further
evaluation/ negotiation;



The proposals submitted by Proposal 7 and Proposal 11 are found with poor engineering quality and
are based on erroneous phase conductor selection. We recommend to consider their bid as
“technically unresponsive” and to exclude their proposal from further evaluation/ negotiation.
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Project Management
Proposal 1

Project Management
Criteria
1) Environmental
2) Rights-of-way-Acquisition
3) Procurement
4) Project Scope
5) Project Development Schedule

Subcriteria

5A)Project Schedule
5B)Risk register

6) Construction
7) Commissioning
8) Timeframe to Construct
9) Experience/Track Record

9A) R/W acquisition
and permitting
experience

9B) T-line
construction
management
experience
9C) Cost
containment ability
and experience
10) Ability to handle multiple
projects under construciton
11) Ability to meet the latest inservice date, such as adequate
float(s) in the schedule
12) Existing right-of-way that can
be used for this project

Score

16
8
15
15
15
7.5
15
3
15
7.5

7.5

7.5

4
7.5
0
Scoring category
total:

143.5

1. Environmental
Proposal 1 provided specific information for almost all factors considered for this criterion. The
document identified environmental issues to be addressed,
such as potential T&E species/habitat, archeological/historical, wetlands, streams, and houses
nearby. Five potential routes were considered. The preferred routes were selected with an intent
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to minimize environmental issues and were based on a desktop study. No site visit was made.
Proposal 1 undertook a desktop review of habitat requirements of the listed species and
determined that the only special status species with the potential to occur in the area was the
Lesser Prairie Chicken. The response form described the environmental permitting process. The
timeline to address specific environmental issues was not provided, but the main schedule listed
the primary activities to address the environmental issues, which appeared to be reasonable.
Mitigation measures were listed but the associated cost estimation was not provided.
Supporting documents included
. The proposal appeared to have considered the major barriers for each
of the five routes assessed.
2. ROW acquisition
Proposal 1 provided some specific information for some factors considered for this criterion.
The
report described the ROW acquisition process and plan, which
also addressed real estate considerations and a property parcel study. The
report states that
tree clearing is required and consideration was given in the routing criteria.
s
qualifications were not provided.
3. Procurement
The procurement process was described briefly in the response form, including qualifications.
However, the status of agreements with suppliers and contractors for the Project was not
provided. The procurement schedule was provided as part of the detailed project schedule. The
risk management associated with procurement was not described.
4. Project scope
Proposal 1 provided some specific information for some factors considered for this criterion.
Proposal 1 stated that relative to specifications, the project would consist of construction of
approximately 22 miles of new 115 kV transmission between the existing North Liberal and
Walkemeyer Substations in southwest Kansas. File ID 1
provides detail information associated with this
criterion.
Project requirements, activities and deliverables were described in the schedule.
5A-B. Project development schedule
Proposal 1 provided some specific information for some factors considered for this criterion. The
schedule provided for no float.
Regulatory Approvals Complete*
1/1/2017
Right-of-Way Complete
4/1/2018
Environmental Complete
6/1/2018
Engineering Complete
7/1/2018
Procurement Complete
12/1/2018
Construction Complete
5/1/2019
In-Service Date
6/1/2019
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." provided scheduling details as well as a high level summary. The
project schedule -- scope, activities, and time line -- to meet the in-service date was reasonable,
provided there are no contingencies. There is no float to cover for contingencies and risks.
Project management schedule – risk register
Proposal 1 provided some specific information for some factors considered for this criterion.
Proposal 1 did not provide a formal project management risk register. However, some major
risks and corresponding mitigation measures were described briefly as part of its response. The
major risks considered were, availability of materials and equipment, adverse weather, and
acquisition of ROW. Proposal 1 did not foresee any risk in obtaining a certificate of public
convenience and necessity to transact business as a public utility in Kansas. However,
information on risks associated with other factors, such as finance and labor/construction, was
not provided.
6. Construction
Proposal 1 provided some specific information for some factors considered for this criterion.
Proposal 1 provided details on the construction management as part of its response. Proposal 1
demonstrated the capability to meet the schedule and budget based on the information provided
in the file
An organization chart, staff assignments, and resumes were not provided for the
Project.

7. Commissioning
Proposal 1 provided some specific information for some factors considered for this criterion.
Proposal 1 stated that it would utilize in-house personnel to manage, supervise, and complete
commissioning activities and could draw on service providers, as needed, to supplement internal
staff. Project personnel develop a commissioning and test plan for each project, which is
reviewed with the project design team prior to conducting commissioning work. This plan
would identify necessary commissioning checks and tests and reduce the potential to duplicate or
miss important commissioning steps. At the completion of commissioning efforts, the project
team would compile project records, including drawings, operating manuals, maintenance
manuals, spare parts list, commissioning sheets, test reports, and other important records in order
to preserve and close the project. Proposal 1 also stated that it would have better coordination
with terminating stations because it owns these stations.
8. Timeframe to construct
Regulatory Approvals Complete* 1/1/2017 or a period of 8 months from the issuance of the
Notice To Construct.
Right-of-Way Complete
4/1/2018
Environmental Complete
6/1/2018
Engineering Complete
7/1/2018
Procurement Complete
12/1/2018
Construction Complete
5/1/2019
In-Service Date
6/1/2019
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The schedule provides Breakdown of primary activities associated with the construction phase,
which is reasonable provided no contingencies occur because there is not float in the proposed
schedule. Therefore, the proposed schedule appears to be risky due to lack of float, as compared
to the other RFP Proposals.
9A-C. Experience and Track Record - ROW acquisition and permitting
listed experience with permitting and ROW acquisition of
the previously completed projects, which demonstrated its qualifications. However, an
organization chart and resumes of the key staff to be assigned were not provided.

Experience and Track Record - T. construction management experience
Proposal 1 demonstrated the capability to meet the schedule and budget as shown in the list of
projects recently completed.
(
. However, an organization chart and resumes of the key staff to be
assigned were not provided.
Experience and Track Record - Cost containment ability and experience
Proposal 1 demonstrated the capability to meet the schedule and budget as shown in the list of
projects recently completed.
(
).
10. Ability to handle multiple construction projects simultaneously
Proposal 1 demonstrated the ability of handling multiple projects based in the track record

11. Ability to meet the latest in-service date
The proposed schedule is very tight, with no float. File
lists recently completed projects and
describes the schedule and budget for each project.
12. Existing ROW
Proposal 1 did not offer any existing ROWs to use for the Project.
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Proposal 2

Project Management
Criteria
1) Environmental
2) Rights-of-way-Acquisition
3) Procurement
4) Project Scope
5) Project Development Schedule

Subcriteria

5A)Project Schedule
5B)Risk register

6) Construction
7) Commissioning
8) Timeframe to Construct
9) Experience/Track Record

9A) R/W acquisition
and permitting
experience

9B) T-line
construction
management
experience
9C) Cost
containment ability
and experience
10) Ability to handle multiple
projects under construciton
11) Ability to meet the latest inservice date, such as adequate
float(s) in the schedule
12) Existing right-of-way that can
be used for this project

Score

12
16
15
15
15
7.5
15
3
15
7.5

7.5

7.5

4
7.5
0
Scoring category
total:

147.5

1. Environmental
Proposal 2 provided some specific information for some factors considered for this criterion in
the documents. These
documents also identified and provided a plan to address environmental issues, such as potential
T&E species/habitat, archeological/historical, wetlands, and streams. Many routes were
considered, and the preferred route was selected to minimize environmental issues based on a
desktop study and a site visit. The environmental permitting process was described as part the
report. The timeline to address any potential issues was covered as part of the detailed schedule,
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and observations from a site visit were incorporated into the preferred route selection process.
The corresponding mitigation measures were addressed, but the cost estimation was not
provided. Qualifications and experience could be derived from the list of the previously
completed projects, which included no projects in Kansas.
for Proposal 2 evaluated and proposed four route options, and stated that the final detailed
routing will be determined by Proposal 2 once ROW acquisition has taken place. The
file summarized the four proposed routes. A plan and
profile for the line was given, and a brief explanation for the general layout of proposed line was
provided. The evaluation of alternative routes considered line crossing, underbuilds, etc.
A full description of the proposed routes, including its location, any barriers or impediments,
possible line crossings, etc., can be found in
A study of significant impacts to threatened and endangered species found no significant
problems on the proposed routes. All segments analyzed were outside Lesser Prairie Chicken
core habitat areas and outside the Whooping Crane flyway. This information provided was
shown in the
file. The environmental process is reasonable.
2. ROW acquisition
Proposal 2 provided specific information for almost all factors considered for this criterion.
files contained the information needed to evaluate this criterion. The ROW acquisition process is
reasonable.
3. Procurement
Proposal 2 provided specific information for some factors considered for this criterion. The
procurement process was described briefly in the response form and additional information was
provided in the
. However, the status of agreements with
suppliers and contractors for the Project, as well as staffing and experience related information,
was not made available.
4. Project scope
The project scope consists of constructing approximately 22.5 miles of new 115 kV single
circuit, transmission line from the North Liberal Substation to the Walkemeyer Substation. The
scope
identifying transmission line routing, evaluating and determining all
potential environmental impacts, having town hall meetings with all potential property owners
that may be impacted by the line route, performing detailed engineering, designing to meet or
exceed the minimum design standards specifications, installing the transmission line, which
includes all construction phases; managing the project and processes,
and
working the project safely through completion.
5A-B. Project development schedule
Regulatory Approvals Complete* 1/1/2017 or a period of 8 months from the issuance of a Notice
to Construct.
Right-of-Way Complete No later than
9/31/17
IEP Transmission Provider BOD Report Appendix for RFP000001

559 of 637

41

Environmental Complete No later than
Engineering Complete No later than
Procurement Complete No later than
Construction Complete No later than
In-Service Date No later than

9/31/17
9/1/17
9/1/17
11/17/17
12/31/17

The overall project schedule encompassed the active portion of the project from Notice to
Proceed for design/ROW/survey/environmental permitting (January, 2017) through In-ServiceReady (December 2017). A clarification was sought because the completion dates provided for
various activities outlined above did not match with the corresponding dates in the detailed
schedule. Proposal 2 revised the detailed schedule
to match with the dates
listed above. The proposed schedule was reasonable for meeting the required in-service date,
with a float of 17 months. It is not clear as to why Proposal 2 would build the line almost a year
and half in advance of the latest in-service date as outlined in the RFP.
Project management schedule – risk register
Proposal 2 provided some specific information for some factors considered for this criterion.
Proposal 2 stated the largest risk to maintaining the schedule is anticipated to be easement
acquisition; Proposal 2 has outlined a mitigation plan. Other risks considered were those
associated with permitting, delays in material deliveries and unanticipated subsurface site
conditions that may be discovered, regulatory permits, right-of-way acquisition and
environmental permitting. Risks associated with finance, and the division of risk responsibilities
between Proposal 2 and its construction contractor were not addressed. Also, mitigation
measures and contingency plan/dollar amount were not considered based on review of the of the
information provided in the
file and the response form.
6. Construction
Proposal 2 provided some specific information for some factors considered for this criterion. A
detailed construction plan and processes were described in the
file.
would be Proposal 2's construction management
contractor. They have work together in the recent past.
's qualification were demonstrated in
the response form. However, an organization chart, staff assignments, and resumes were not
provided. Proposal 2 described the adherence to standardized construction practices, how quality
of every phase of construction would be assured, and the provision of a comprehensive team of
field inspectors for quality control and safety. However, information on plans to maintain a look
ahead schedule, as well as for transmission line clearance and crossings including coordination
with other transmission/distribution lines owners, were not provided.
7. Commissioning
Proposal 2 provided some specific information for some factors considered for this criterion.
Proposal 2 stated that the final testing and commissioning of the transmission line would take
place at the end of the project construction, which could take approximately two weeks.
Proposal 2 also reported that commissioning discussions and coordination would need to take
place between both utility substation owners. The specifics on the commissioning process would
be determined at a later date. Proposal 2 would conduct a walk-down of the transmission line to
ensure all structure grounds were complete and all hardware assemblies, dampers and guy wires
(including anchors) were installed correctly as designed.
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8. Timeframe to construct
Proposal 2 provided some specific information for some factors considered for this criterion.
The breakdown of primary activities associated with the construction phase appeared reasonable
with a float of 17 months, which is more than adequate for the Project.
Regulatory Approvals Complete*
1/1/2017
or a period of 8 months from the issuance of the Notice To Construct.
Right-of-Way Complete. No later than
9/31/17
Environmental Complete. No later than
9/31/17
Engineering Complete. No later than
9/1/17
Procurement Complete. No later than
9/1/17
Construction Complete. No later than
11/17/17
In-Service Date. No later than
12/31/17
9A-C. Experience and Track Record - Right of way acquisition and permitting
Proposal 2’s contractor
s qualifications are demonstrated in the
response form
which shows experience in ROW acquisition and
However, the staff is not assigned, and resumes were not provided.
Experience and Track Record - T. construction management experience
Proposal 2 provided a list of recently completed projects in the SPP footprint along with previous
records of construction and project management of transmission facilities.
However, its response demonstrated Proposal 2’s
capability to adhere to standardized construction practices. However, the staff is not assigned,
and resumes were not provided.
Experience and Track Record - Cost containment ability and experience
Proposal 2 provide a list of recently completed projects and cost binding documents. Experience
of cost containment performance on previous projects, project management and scheduling
organizations and capabilities, experience of key individuals (resumes and org. chart) provided,
but identification of project risks and mitigation not provided
10. Ability to handle multiple construction projects simultaneously
Proposal 2 provided a list of prior projects. Its capability to handle multiple projects could be
derived from this list.
11. Ability to meet the latest in-service date
The overall project schedule encompasses the active portion of the project from Notice to
Proceed for design/right-of-way/survey/environmental permitting (January, 2017) through InService-Ready (December 2017). A detailed schedule has been attached. (
).
The list of previously completed projects demonstrated Proposal 2’s capability to meet the
schedule. However, the experience of the construction/project management staff and the
organizational capability could not be evaluated because an organization chart and staff
assignments and resumes were not provided. A float of 17 months provided very well buffer to
meet the in-service date. The list of projects completed in the recent past demonstrates Proposal
2’s ability to meet the latest in-service date.

IEP Transmission Provider BOD Report Appendix for RFP000001

561 of 637

43

12. Existing Right-of-Way
Proposal 2 did not offer any existing ROW to use for the Project.
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Proposal 3

Project Management
Criteria
1) Environmental
2) Rights-of-way-Acquisition
3) Procurement
4) Project Scope
5) Project Development Schedule

Subcriteria

5A)Project Schedule
5B)Risk register

6) Construction
7) Commissioning
8) Timeframe to Construct
9) Experience/Track Record

9A) R/W acquisition
and permitting
experience

9B) T-line
construction
management
experience
9C) Cost
containment ability
and experience

Score

12
12
15
15
10
7.5
15
3
10
7.5

7.5

7.5

10) Ability to handle multiple
projects under construciton
11) Ability to meet the latest inservice date, such as adequate
float(s) in the schedule
12) Existing right-of-way that can
be used for this project

4
5
0
Scoring category
total:

131

1. Environmental
Proposal 3 has provided some specific information for some factors considered for this criterion.
Its contractor,
, conducted a desktop-level analysis, using publically available
environmental data and verification from a site visit. Six alternative routes were considered and
a route with minimal impact was proposed. The preferred route is 22.7 miles in length and
utilizes existing county road ROW to reduce private land impacts and costs. The route crosses
existing 115kV lines, which are operated by a different owner, one time. The route selection
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was shown in
Proposal 3 provided an alternative summary matrix for 6 alternative routes. An environmental
criterion was used throughout the route the selection process, as shown in
.
Sensitive areas have been considered throughout the selection process, such as Prairie chicken,
farmland, and conservation reserve program locations.
In
the land use and cultural resources were considered as design criteria for the
route selection. Historic location, cemeteries, residencies proximity, etc. were considered using
publically available data. Proposal 3 proposed the route that minimized community and social
impact.
Proposal 3 considered land use, the 115kV transmission lines crossing, roadways, and cultural
resources, and avoids 115kV crossings. An alternative summary matrix was provided when
considering the 6 alternative routes, as shown in
Qualifications and experience
can be derived from the list of the previously completed projects,
describes
environmental issues, including the Lesser Prairie Chicken issue in the vicinity of the proposed
preferred route.
2. ROW acquisition
Proposal 3 provided specific information for some factors considered for this criterion, including
an ROW acquisition study and execution plan. The ROW acquisition study considered real
estate and property parcels on the proposed ROW. The response did not include qualifications of
the contractor but did include information related to the ROW width footprint, clearance
requirements, and vegetation management.
Proposal 3 determined that clearing would be required in any areas that existing vegetation
would interfere with access for safe construction and operation of the line. The proposed route
would utilize existing county road ROW to the extent possible, which would significantly reduce
private land impacts and costs. Refer to document
. No detailed plan or supporting information regarding
environmental impact was provided.
3. Procurement
Proposal 3 provided specific information for some factors considered for this criterion. The
procurement process was described briefly in the
file.
The procurement schedule was included as part of the overall schedule and appeared to be
reasonable. Information on the status of agreements with suppliers and contractors for the
project, staffing and experience, contractor hiring status, and risk management was not made
available.
4. Project scope
Proposal 3 would design, procure, construct, and operate a 22.7 mile 115 kV transmission line
from the North Liberal 115 kV Substation to the Walkemeyer 115 kV Substation. The line was
designed and routed to avoid impacting agricultural operations and to not require distribution
joint use. The project scope statement was provided.
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5A-B. Project development schedule
Proposal 3 provided specific information for some factors considered for this criterion. The
following provides timeline for the major activities.
Regulatory Approvals Complete*
1/1/2017
Right-of-Way Complete
4/1/2019
Environmental Complete
11/21/2017
Engineering Complete
9/1/2018
Procurement Complete
3/1/2019
Construction Complete
6/1/2019
In-Service Date
6/1/2019
A detailed project schedule was not provided. Therefore, float or flexibility to address
unforeseen delays/contingencies could not be determined. However, Proposal 3 stated that, if
requested, it could accelerate the schedule significantly. The qualifications can be derived from
the
files,
The
reasonableness of the overall project schedule -- scope, activities, and time line -- to meet the inservice date could not be established due to lack of float in the schedule. Other pertinent
information, such as critical path analysis, float, and plan to maintain look-ahead schedule, were
not made available.
Project management schedule – risk register
Proposal 3 provided specific information for some factors considered for this criterion. The
project management risk register and associated contingency plan and dollar amount to address
potential contingencies not provided. Proposal 3 identified three risks that could impact the
project schedule and cost. However, none were considered significant: 1)
2) the proposed route primarily inside
the county road ROW, which could face county intervention, and 3) landowner easements
required for overhanging the conductors. Proposal 3 did not address risks associated with the
project construction management, such as weather, material, labor, and legal.
6. Construction
Proposal 3 provided specific information for some factors considered for this criterion. Details
on construction plan/process were briefly discussed in the response form. In the
"
" file, Proposal 3
indicated that it and its affiliates have a proven track record for executing projects on time and
under budget; however, the project list provided only project names, completion dates and place.
No information on whether those projects were completed under budget and/or on time.
The construction management plan/process was described in general as part of the response.
However, no information was made available on specific staff assignments (construction
manager/crew/labor resources), an organization chart, or resumes of the key staff specifically for
this Project.
7. Commissioning
Proposal 3 provided specific information for some factors considered for this criterion. The
commissioning process was described very briefly in the response. Proposal 3 stated that prior to

IEP Transmission Provider BOD Report Appendix for RFP000001

565 of 637

47

commissioning, it would fly the entire constructed route to confirm and remedy any
impediments.
8. Timeframe to construct
Regulatory Approvals Complete* 1/1/2017 or a period of 8 months from the issuance of the
Notice To Construct.
Right-of-Way Complete
4/1/2019
Environmental Complete
11/21/2017
Engineering Complete
9/1/2018
Procurement Complete
3/1/2019
Construction Complete
6/1/2019
In-Service Date
6/1/2019
A detailed project schedule was not provided, only a timeline for the major milestones provided
as listed above. The breakdown of primary activities associated with the construction phase was
not made available. Therefore, reasonableness of the allocated timelines for each primary
activity could not be derived. Also, there is no float in the schedule to cover potential
contingencies.
9A-C. Experience and Track Record - Right of way acquisition and permitting
A list of completed projects was provided in the
file, which was used to derive the experience and
track record in the ROW and permitting area.
An organization chart specific to the Project, along with the staff assignments
and resumes, was not provided.
Experience and Track Record - T. construction management experience
lists recently
completed projects, but did not propose organization chart, staff assignments, or resumes for this
Project.
Experience and Track Record - Cost containment ability and experience
Proposal 3 provided a list of projects completed in the recent past. However, this list did not
include information to evaluate the capability to meet the schedule and budget.
Experience/resumes of the key staff was not provided. Construction risks were not addressed as
part of the response to the risk related question.
10. Ability to handle multiple construction projects simultaneously
The capability to handle multiple projects could be derived from a list of prior projects that was
provided. Proposal 3 demonstrated the ability of handling multiple projects based in the track
record and experience of completing previous projects.
11. Ability to meet the latest in-service date
If awarded the project, Proposal 3 stated that it would immediately begin project development in
order to meet the 6/1/2019 needed in-service date. If requested, Proposal 3 stated it could
accelerate the schedule significantly.
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The proposed schedule is very tight. A detailed schedule with a breakdown of primary activities
was not provided. There is no float to cover potential contingencies.
lists recently completed projects,
but it did not indicate whether these projects were completed within budget and/or on schedule.
12. Existing Right-of-Way
Proposal 3 did not offer any existing ROWs to use for the Project.
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Proposal 4

Project Management
Criteria
1) Environmental
2) Rights-of-way-Acquisition
3) Procurement
4) Project Scope
5) Project Development Schedule

Subcriteria

5A)Project Schedule
5B)Risk register

6) Construction
7) Commissioning
8) Timeframe to Construct
9) Experience/Track Record

9A) R/W acquisition
and permitting
experience

9B) T-line
construction
management
experience
9C) Cost
containment ability
and experience
10) Ability to handle multiple
projects under construciton
11) Ability to meet the latest inservice date, such as adequate
float(s) in the schedule
12) Existing right-of-way that can
be used for this project

Score

12
12
20
15
15
10
20
3
15
10

10

10

3
7.5
0
Scoring category
total:

162.5

1. Environmental
Proposal 4 has provided some specific information for some factors considered for this criterion.
The response form
explained that the proposed 24.8-mile route was chosen to minimize
impacts on existing agricultural land use, existing residences, the environment, and historical
sites, while minimizing route length. The route crosses one existing 115kV line. The impact on
environmentally sensitive (ecological and cultural/historic) areas was considered using publicly
available information.
These files
described a desktop study and actions required to address potential environmental issue, the
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environmental study requirements and permitting process, the wetland issues, threatened and
endangered species mitigation, and cultural/historical resource requirements. A site visit was
not made.
provided a list of required permits.
provided a plan and profile of the proposed route.
Qualifications of the contractor could not be derived from the information made available.
2. ROW acquisition
Proposal 4 provided some specific information for some factors considered for this criterion. A
description of the ROW acquisition process was provided in
Also,
described in general how
the process would work, details of the ROW acquisition study, and the execution plan. Real
estate considerations were taken into account in general, but property parcel and real estate
market study were not conducted. Also, information on and the ROW width footprint, clearance
requirements, and vegetation management was not provided.
3. Procurement
Proposal 4 provided specific information for almost all factors considered for this criterion. Its
proposed contractor
would carry out the procurement process.
provided the status of agreements with suppliers and contractors and its staffing and experience.
The procurement schedule was included in the main project schedule, and the risk management
associated with procurement was included as part of the project risk register.
–
provided a qualification matrix and supporting documents. The organization chart and resumes
of the assigned staff were provided in
4. Project scope
Proposal 4 provided specific information for almost all factors considered for this criterion. The
proposed scope is to construct an estimated 24.8 miles of 115 kV single circuit transmission line
between the existing North Liberal 115 kV Substation and the existing Walkemeyer 115 kV
Substation. The scope described in detail the requirements and associated activities along with
the deliverables.
5A-B. Project development schedule
Regulatory Approvals Complete*
1/1/2017
or a period of 8 months from the issuance of a Notice To Construct
ROW Complete
6/16/2017
Environmental Complete
2/8/2018
Engineering Complete
3/8/2018
Procurement Complete
7/26/2018
Construction Complete
11/29/2018
In-Service Date
5/1/2019
provided the detailed breakdown of each primary
activity, with a six-month float to meet the latest in-service date, which was reasonable. A plan
to maintain two-week look ahead was discussed in
.
Project management schedule – risk register
The project risk assessment was provided as
. The risk matrix contains headers for
risk category, description, threat or opportunity, consequences, preventative actions, and
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probability of occurrence. The major categories included material, permitting, land, resources,
existing facilities, constructability, clearance, site conditions, and environmental.
6. Construction
Proposal 4 provided specific information for almost all factors considered for this criterion.
Proposal 4 selected
as its EPC contractor for the Project. Proposal 4 has
provided a comprehensive plan/processes for planning, engineering, procuring, and constructing
as shown in
. This exhibit also
described risks related to construction.
f and
provided EPC’s qualifications and experience for
transmission line construction,
EPC also provided
an organization chart and staff assignments, including resumes of the lead staff, in

7. Commissioning
Proposal 4 provided some specific information for some factors considered for this category in
its response. Proposal 4 stated that prior to energizing the line, a joint engineering and
construction walk down would be completed to verify that the transmission line had been
constructed in accordance with the construction drawings. The OPGW would have end-to-end
testing completed to verify that all fibers are continuous and that there are no excessive losses
due to splicing. The line would be patrolled to verify that the phasing is correct and all
temporary conductor grounds had been removed prior to energizing the line.

8. Timeframe to construct
Proposal 4 has provided specific information for some factors considered for this category.
comprehensive project management plan – capability and expertise explained
as described above under the construction category. The construction schedule looks reasonable,
with a float of six months, as shown below.
Regulatory Approvals Complete*
1/1/2017
or a period of 8 months from the issuance of a Notice To Construct
Right-of-Way Complete
6/16/2017
Environmental Complete
2/8/2018
Engineering Complete
3/8/2018
Procurement Complete
7/26/2018
Construction Complete
11/29/2018
9A-C. Experience and Track Record - Right of way acquisition and permitting
Proposal 4 selected
as EPC.
provided information on
qualifications and experience for ROW of acquisition, including one project in Kansas. The
organization chart of the lead staff also provided in
Experience and Track Record - T. construction management experience
and
described qualifications and experience, including one project in Kansas. This information also
demonstrated
capability to adhere to standardized construction practices.
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Experience and Track Record - Cost containment ability and experience
provided cost guarantee by the EPC. The
information provided for construction, which is discussed above under the construction criterion,
was used to derive
qualifications for cost containment capability.

10. Ability to handle multiple construction projects simultaneously
provided a list of previously completed projects, which
indicated its ability to handle multiple projects simultaneously. See
qualification and

11. Ability to meet the latest in-service date
demonstrated its experience in
.
listed the management experience of
demonstrated
capability to meet the schedule based on the list of previous projects.

.

12. Existing ROW
Proposal 4 did not offer any existing ROWs to use for the Project.
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Proposal 5

Project Management
Criteria
1) Environmental
2) Rights-of-way-Acquisition
3) Procurement
4) Project Scope
5) Project Development Schedule

Subcriteria

5A)Project Schedule
5B)Risk register

6) Construction
7) Commissioning
8) Timeframe to Construct
9) Experience/Track Record

9A) R/W acquisition
and permitting
experience

9B) T-line
construction
management
experience
9C) Cost
containment ability
and experience
10) Ability to handle multiple
projects under construciton
11) Ability to meet the latest inservice date, such as adequate
float(s) in the schedule
12) Existing right-of-way that can
be used for this project

Score

4
12
15
15
15
7.5
20
3
15
7.5

7.5

7.5

4
10
0
Scoring category
total:

143

1. Environmental
Proposal 5 provided very little specific information for the factors considered for this criterion.
A full description of the proposed routing, including location, identifying any barriers or
impediments to direct though, possible line crossings could be found in the response form . No supporting documents were provided. Proposal 5 outlined a plan to conduct required
studies after receiving the NTC. No comparison of other alternative routing option was
provided. No information regarding routing criteria used to determine the preferred routing
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option was provided. A plan and profile for the line was provided, and a brief explanation for
the general layout of proposed line was provided. There was no indication of consideration for
line crossing, underbuild, etc. when considering routing alternatives. Proposal 5 proposed
performing a Class 1 (Desktop, Literature study) of the route for impacts to any cultural or
historical locations, then apply to the Kansas State Historical Society for a review of the project
route and data to determine if the project requires further studies under Section 106 of the
National Historic Preservation Act of 1966, specifically compliance to Section 106. Other social
impacts were not considered.
No information was provided on the proposed route. Proposal 5 consulted with the U.S. Fish
and Wildlife Service with respect to the threatened Lesser Prairie Chicken if suitable habitat was
within the project boundary.
2. ROW acquisition
Proposal 5 provided specific information for some factors considered for this criterion. Proposal
5 and
performed a site visit to the proposed route location. The team included
engineering, construction, permitting and right of way personnel and was used for the proposed
ROW acquisition plan. The route map was not provided. No supporting documents were
provided. The routing was described in Question Response 1A.1 in the response form.
3. Procurement
Proposal 5 provided specific information for some factors considered for this criterion.
However, details on the procurement process; status of agreements with suppliers and
contractors, staffing and experience, contractor hiring status, procurement schedule, and risk
management were not provided.
4. Project scope
Proposal 5 provided specific information for some factors considered for this criterion, including
overall description, specification and materials, and work excluded. Scope attachments: 1)
Project plan and profiles,
2) Typical structure arrangements
and 3) Preliminary Major Materials List.

5A-B. Project development schedule
Environmental Complete
31-Dec-17
Engineering Complete
31-Mar-18
Procurement Complete
31-Aug-18
Construction Complete
31-Dec-18
In-Service Date
1-Jun-19
The project schedule was reasonable with a five-month float. The schedule, in
indicated essentially 3 phases. The project schedule was not broken down into secondary
activities and timeline as others did.
Project management schedule – risk register
Proposal 5 provided some information for evaluating this criterion. Proposal 5 stated that during
the RFP process, the team engaged a risk identification process as basis for a Quantitative and
qualitative Risk Management approach for this project. However, the project management risk
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register, contingency plan, and dollars allocation for potential contingencies were not provided.
Proposal 5 stated that the largest risks were in two main areas: 1) Failure to complete or succeed
with the regulatory process by the required deadline and 2) timely completion of the
environmental studies in a manner consistent with the requirements of the respective agencies
develop and agreed mitigations and project specific requirements for construction. Proposal 5
did not provide information on other potential specific risks associated with finance and
resources/labor.
6. Construction
Proposal 5 provided some information for evaluating this criterion. Proposal 5 stated it would
utilize a project management plan to control and manage all aspects of the Project. The overall
aim of the processes, which were described in further detail in
in response to
question B.9, was to provide a project manager and leadership team.
provided material inventory for the project.
provided details of construction plan as well as track record and experience of construction.
Resource requirements were identified. Resumes of key personnel in the construction and project
management areas were provided.
7. Commissioning
Proposal 5 stated it would perform several commissioning related tasks: 1) Complete testing of
fiber splices performed by Proposal 5 on the transmission line, 2) Walk down the transmission
line to ensure all structure grounds are complete, hardware assemblies, dampers and guy wires
(including anchors) are all installed correctly as designed, 3) Survey line construction for
clearance compliance, 4)
and 5) Complete testing of fiber splices performed by
Proposal 5 on the transmission line. The proposed plan is reasonable.
8. Timeframe to construct
Proposal 5 provided some information for some factors considered in evaluating this criterion.
. provided a summary of major items. Construction schedule details were
provided, which is reasonable in terms of meeting the in-service date, and included a 5-month
float. Qualifications could be derived from the information described under Item 6 above.
9A-C. Experience and Track Record - ROW acquisition and permitting
Proposal 5 stated that
have a proven track
record of delivering transmission projects.
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Experience and Track Record - T. construction management experience
provided a list of previously completed projects.
Additional information was derived from Item 6 above.
listed recently completed
projects including information on schedules and cost containment experience.
This information also demonstrated the
capability to adhere to standardized construction practices.
Experience and Track Record - Cost containment ability and experience
listed previously completed projects, which
included information on capability to meet the schedule and budget. This information
demonstrated Proposal 5’s experience of cost containment performance on previous projects as
well as project management, scheduling, and organizational capabilities. This information was
shown in the list of projects recently completed. Risks associated with this category were not
addressed.
10. Ability to handle multiple construction projects simultaneously
The capability to handle multiple projects was derived from the
.
Proposal 5 has demonstrated the ability of handling multiple projects based on the track record
and experience of completing previous projects of similar and larger size.
11. Ability to meet the latest in-service date
Detail project schedule provided
provided a timeline for
primary and secondary activities. Proposal 5 listed two options for end service date: Dec 31,
2018 and May 31, 2019. The earlier option would allow a five-month float in the schedule.
Also, Proposal 5 demonstrated an ability to meet the service by provide recently completed
projects
12. Existing ROW
Proposal 5 did not offer any existing ROW to use for the Project.
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Proposal 6

Project Management
Criteria
1) Environmental
2) Rights-of-way-Acquisition
3) Procurement
4) Project Scope
5) Project Development Schedule

Subcriteria

5A)Project Schedule
5B)Risk register

6) Construction
7) Commissioning
8) Timeframe to Construct
9) Experience/Track Record

9A) R/W acquisition
and permitting
experience

9B) T-line
construction
management
experience
9C) Cost
containment ability
and experience
10) Ability to handle multiple
projects under construciton
11) Ability to meet the latest inservice date, such as adequate
float(s) in the schedule
12) Existing right-of-way that can
be used for this project

Score

16
12
20
15
20
10
20
3
20
7.5

7.5

7.5

3
7.5
0
Scoring category
total:

169

1. Environmental
Proposal 6 provided specific information for almost all factors considered for this criterion.
Proposal 6 identified environmental issues, such as potential T&E species/habitat,
archeological/historical, wetlands, streams, and houses nearby in
. Nine routes were
considered in detail and the preferred route
was selected based on a desktop
study and a site visit. The environmental permitting process was explained in
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. The timeline to address any potential
issues was not elaborated, but the detail schedule provides the time line for primary activities
associated with the environmental issues. Mitigation measures were addressed in the supporting
documents. The cost estimate for the mitigation measures was not provided. Qualifications can
be derived from the list of the previously completed projects. A plan and profile for the line was
provided, and a brief explanation for the general layout of the proposed line was provided, which
could prove that Proposal 6’s proposed spotting of towers on the preferred would be possible
after considerations of all site constraints. Federal and State listed threatened and endangered
species were considered as part of the route selection.
2. Right-of-way acquisition
Proposal 6 provided information for some of the factors considered for this criterion. Proposal 6
carried out the ROW acquisition study and execution plan, which included real estate
considerations and a property parcel study. Proposal 6’s qualifications and experience were
derived from the list of previously completed projects. The ROW acquisition study also
addressed real estate market considerations, ROW width footprint, clearance requirements, and
vegetation management.
provides a
detailed list of regulatory and other permits.
3. Procurement
Proposal 6 provided detail information for almost factors considered for this criterion. The
response and
describe the procurement process and the status of
agreements with suppliers and contractors in general. Proposal 6 provided staffing assignments,
personnel experience, and contractor hiring status. Proposal 6 addressed the procurement
timeline as part of the project schedule, and risk management as part of the risk register in

4. Project scope
The response included the scope statement, which includes to design, finance, construct, own
and maintain a new 115 kV transmission line from the existing North Liberal Substation to the
existing Walkemeyer Substation.
5A-B. Project development schedule
Regulatory Approvals Complete*
1/1/2017
or a period of 8 months from the issuance of a Notice To Construct
Right-of-Way Complete
10/10/2018
Environmental Complete
12/6/2018
Engineering Complete (issue drawings for construction) 9/12/2018
Procurement Complete
2/11/2019
Construction Complete
5/9/2019
In-Service Date
5/31/2019
The Project Schedule is described in
. While Proposal 6
has listed the
latest possible finish dates, it is the intent of Proposal 6
to finish the project significantly
earlier. There is a 10 months of float between the early finish and late finish in-service date.
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describes typical process and plan. No individuals assigned or resumes
were provided. The schedule is considered reasonable. Other pertinent detail information such
as procurement and critical path analysis was provided. See
provides a very detailed breakdown of activities
and sub-activities.
provides critical path
analysis.
provides major milestones.
provides risk analysis for construction and other activities.
Project management schedule – risk register
Proposal 6 has provided information for almost all factors considered for this criterion. Proposal
6 has submitted a Project Risk Register in
. The risks associated
with the Project are identified in the Project Risk Register provided in
of the
Proposal. Risk register described contingencies, allocated amounts to address potential
contingencies, and mitigation plan in
and
.
6. Construction
Proposal 6 provided information for almost all factors considered for this criterion. This
information demonstrated Proposal 6’s ability to meet the service date demonstrated and its
construction schedule contained adequate float in the schedule. Proposal 6 provided a list of
completed projects.
describes Proposal 6’s capability and
experience.
While Proposal 6 has listed the latest possible finish dates, Proposal 6 stated to finish the Project
significantly earlier. There is a float of ten months between the early finish and late finish inservice date. See for reference
and
describes typical
process.
7. Commissioning
Proposal 6 provided some information for some of the factors considered for this criterion. The
commissioning requirements for the Project are identified in
of
Proposal 6’s proposal. Proposal 6 expects to establish the commissioning requirements and
processes required by the interconnecting substation owners as part of the Transmission
Interconnecting Agreement, as stated in the
Proposal 6 also
provided information on field testing, a commissioning plan, a process description, and a plan to
coordinate with the substation owners.
8.

Timeframe to construct
Proposal 6 has provided some information for some of the factors considered for this criterion,
including a breakdown of primary activities associated with the construction phase, the allocated
timelines for each primary activity, and a project schedule that includes 10-months float, as
explained in
and
. Risk register and critical path analysis documents
provided by Proposal 6.
The major schedule milestones are listed below.
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Regulatory Approvals Complete
1/1/2017
or a period of 8 months from the issuance of a Notice To Construct
Right-of-Way Complete
10/10/2018
Environmental Complete
12/6/2018
Engineering Complete (issue drawings for construction) 9/12/2018
Procurement Complete
2/11/2019
Construction Complete
5/9/2019
In-Service Date
5/31/2019
See for reference
9A-C. Experience and Track Record - Right of way acquisition and permitting –
Proposal 6’s experience and track record in the ROW and permitting process area can be derived
from the list of completed projects provided in files
. Also,
. Also, file
lists extent of qualifications and experience in R/W acquisition
and permitting.
Proposal 6 provided an organization chart, but did not
provide staff assignments.
.

Experience and Track Record - T. construction management experience
Proposal 6 on behalf of Proposal 6 (as more fully described in its proposal) has extensive
experience managing all aspects of a transmission line project including construction project
management as described in
and
of its proposal. In addition,
of the proposal provided specific
examples of transmission projects that Proposal 6 has managed over the last few years or is
currently managing.
;
describes
construction methods described.
describes the capability and
experience. Proposal 6 did not provide information on individuals or their resumes who would
be assigned to the Project. Proposal 6 demonstrated its capability to maintain on time schedule
and cost containment.
Experience and Track Record - Cost containment ability and experience
Proposal 6 provided information demonstrating its experience with 115 kV line installation.
demonstrates its capability to contain project cost.
10. Ability to handle multiple construction projects simultaneously
Proposal 6’s ability to handle multiple projects can be derived from
and
, which lists previously completed projects.
11.Ability to meet the latest in-service date
describes the capability and experience, which can be used to
derive the ability to meet the latest in-service date for the Project. Also, the proposed project
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schedule has a float of eight months, which is deemed adequate to meet potential contingencies.
describes atypical construction process.
12.Existing Right-of-Way
Proposal 6 did not offer any existing ROW to use for the Project.
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Proposal 7

Project Management
Criteria
1) Environmental
2) Rights-of-way-Acquisition
3) Procurement
4) Project Scope
5) Project Development Schedule

Subcriteria

5A)Project Schedule
5B)Risk register

6) Construction
7) Commissioning
8) Timeframe to Construct
9) Experience/Track Record

9A) R/W acquisition
and permitting
experience

9B) T-line
construction
management
experience
9C) Cost
containment ability
and experience
10) Ability to handle multiple
projects under construciton
11) Ability to meet the latest inservice date, such as adequate
float(s) in the schedule
12) Existing right-of-way that can
be used for this project

Score

12
16
15
15
15
7.5
15
3
15
10

10

7.5

4
10
0
Scoring category
total:

155

1. Environmental
Proposal 7 provided specific information for some factors considered for this criterion. Proposal
7 used an environmental criterion throughout the process of route selection. This is shown in
document
. The proposed route considered the environmental impact. The
potential environmental issues, such as T&E species/habitat, archeological/historical, wetlands,
streams, etc. were considered in coming up with the preferred route out of five routes. The
environmental permitting process was described. The timeline to address any potential issues
was not provided, but the schedule covered some primary activities for this criterion. The
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preferred route was developed using a desktop study only; a site visit was not made. Mitigation
measures were described, but cost estimation for addressing environmental issues was not
provided. Specific qualifications to identify and address environmental issues were not
provided, but the list of previously completed projects demonstrated the qualifications including
experience in Kansas. The preferred route was 22.6miles and crossed 1 existing 115kV
transmission line. The route selection was shown in
Additionally, a planprofile was provided to show the locations of poles on the preferred route. This was shown in
document
. The proposed route considered
railroads crossed, U.S. highways crossed, 69kV transmission lined crossed, 115kV transmission
lines crossed, distribution lines crossed, distance parallel to existing transmission, and
distribution underbuilds. The proposed line on the preferred route would cross 13 distribution
lines. Comparison of alternative routes was provided, where routing criteria was used to
determine the preferred route.
and
provided relevant information for evaluating
this category. The preferred route is reasonable.
2. ROW acquisition
Proposal 7 provided specific information for some factors considered for this criterion. The
proposed plan for ROW acquisition appeared to be reasonable. Proposal 7 provided the ROW
acquisition study and the execution plan, which included real estate considerations. Proposal 7
indicated that
would carry out the detailed ROW study and execution, however
qualifications of
were not provided. The real estate market study was not done.
ROW width footprint, clearance requirements, and vegetation management were addressed.
Proposal 7 indicated that less than 5% of the ROW would require tree clearances and the
proposed route had very little, if any, vegetation management required, as described in document
.
The route selection criteria and comparison
was described in the

report.

3. Procurement
The procurement process was described briefly in the response form, which appeared to be
reasonable. The status of agreements with suppliers and contractors was not provided, but would
leverage on Proposal 7’s procurement process and suppliers. The staffing and resumes
associated with the procurement process were not provided. The procurement schedule was
addressed as part of the project schedule; however, risk factors associated with procurement were
not addressed.
4. Project scope
Proposal 7 would construct an approximately 22.6 mile single circuit 115kV line from the North
Liberal Substation located in Seward County, Kansas to the Walkemeyer station located in
Stevens County, Kansas.
would
provide the maintenance and operations functions after the line was in service.
5A-B. Project development schedule
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Proposal 7 projected the
process of obtaining needed regulatory approvals would be achieved within the 6-month deadline
of January 1, 2017 established by SPP. The route study that was completed during the bid
process would be updated to reflect any new information and used as part of the regulatory
submission process.
The ROW acquisition would commence upon receiving needed approvals from the KCC. This
process, with the exception of any potential condemnation settlements, was projected to be
completed within a year (by the fall of 2017). If condemnation were necessary, the resolution of
those settlements may not be concluded until the fall of 2018.
The proposed project schedule was considered reasonable, which included a five-month float
from construction finish to in-service date
Project management schedule – Risk Register
Proposal 7 provided some information for evaluating this criterion. However, the project
management risk register, contingency plan, and dollars allocation for potential contingencies
were not provided. A list of major risks provided, which included change in project route, ROW
and land acquisition, timing delays for regulatory approvals, weather, and other unexpected
events. Analysis of potential specific risks associated with finance, resources/labor etc. was not
provided.
6. Construction
Proposal 7 provided specific information for some factors considered for this criterion, which
was considered reasonable. The construction management process was described in the
report.
However, an organization chart for the
construction project management as well as staff assignment and resumes of key personnel
assigned to work on the project was not provided. The
documents the list
of previously completed projects, which established the track record on project construction
Adherence to standardized construction
practices could be derived from the project list. However, information required to assess other
factors associated with construction such as construction quality assurance and control, safety,
material storage yards, and a plan for look-ahead schedule was not provided.
would carry out the construction for Proposal 7.
provided its construction
qualifications. A detailed project schedule was provided
.
7. Commissioning
Proposal 7 provided specific information for some factors considered for this criterion, which
was considered reasonable. The commissioning process was described in the response form.
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8. Timeframe to construct
Proposal 7 provided the construction schedule in
document.
Breakdown of primary activities associated with the construction phase and associated timeline
is reasonable with a float of about seven months.
9A-C. Experience and Track Record - Right of way acquisition and permitting
Proposal 7 listed recently completed projects

Experience and Track Record - T. construction management experience
The construction experience could be derived from
A
list of projects by
also was provided. However, staff assignment for this Project and
their resumes were not provided. Construction project management processes were described
which estimated the number of crew requirement for various construction activities.
Experience and Track Record - Cost containment ability and experience
Information related to the ability to contain cost was not provided. Therefore, information on
qualifications and construction management experience was used for evaluating this criterion.
10. Ability to handle multiple construction projects simultaneously
No specific information was provided. But, information provided on track record, experience,
and the number of completed projects in the recent past was used for evaluating this criterion.

11. Ability to meet the latest in-service date
The schedule provided by Proposal 7 indicated a seven-month float, which was considered
reasonable to meet the latest in-service date for the Project.
12. Existing ROW
Proposal 7 did not offer any existing ROW to use for the Project.
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Proposal 8

Project Management
Criteria
1) Environmental
2) Rights-of-way-Acquisition
3) Procurement
4) Project Scope
5) Project Development Schedule

Subcriteria

5A)Project Schedule
5B)Risk register

6) Construction
7) Commissioning
8) Timeframe to Construct
9) Experience/Track Record

9A) R/W acquisition
and permitting
experience

9B) T-line
construction
management
experience
9C) Cost
containment ability
and experience
10) Ability to handle multiple
projects under construciton
11) Ability to meet the latest inservice date, such as adequate
float(s) in the schedule
12) Existing right-of-way that can
be used for this project

Score

12
12
15
15
15
7.5
10
3
20
2.5

5

2.5

2
7.5
0
Scoring category
total:

129

1. Environmental
Proposal 8 provided some specific information for the factors considered for this criterion. The
report included identification and potential impacts as
well as mitigation measures associated with the major environmental issues to be addressed with
the proposed route, such, potential T&E species/habitat, archeological/historical, wetlands, and
streams. The preferred route was selected with a criterion to minimize environmental issues.
The environmental permitting process also was described in this report. The timeline to address
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any potential issues was not provided but can be derived from the main schedule. A site visit
was not made, and the environmental study results were based on a desktop study. The
mitigation measures and cost estimation to mitigate such issues were not described. The
qualifications cannot be derived because a list of previously completed projects was not provided
(only one project listed, which was completed in 2008).
The preferred route was 22.5 miles and crosses 1 existing 115kV transmission line. The route
selection was shown in
. A route criterion was used for the
selection process. The preferred route avoided 115kV line crossing. Other distribution line
crossings and road crossings would be addressed during detailed design. Comparison of
alternative routes was provided, where routing criteria were used to determine the preferred
route. Three routes were considered described the
. The
wildlife, vegetation, and land used were considered. Proposal 8 engaged a contractor to conduct
a "Lesser Prairie-Chicken Habitat assessment" for the proposed study area.
also described the cultural /historical issues. The
implementation procedure and mitigation planning were specified to minimize the impact on the
different land users within the study area. Additionally, the land use and community impacts
were considered.
The environmental studies conducted were documented in

.
2. ROW acquisition
Proposal 8 has provided specific information for some factors considered for this category.
contractor would support the ROW acquisition activities for Proposal 8.
provided
a project plan for ROW acquisition, and would act as a liaison between the construction
management and land owners. The number of easements to be acquired were identified. Real
estate market study was briefly conducted.
Information on clearance requirement and vegetation management was
not provided. Desktop terrain analysis was conducted
. Three
routes were considered, and preferred route was established. No site visit was made. Proposed
route’s environmental impact was described in
. Proposal 8
stated that the likelihood of encountering species along the construction route was very low due
to the majority of adjacent land being cultivated farmland and not a critical habitat for most
native species. Of particular concern within the Study Area was the Lesser Prairie Chicken.
Lesser Prairie Chicken habitat had been inventoried and categorized in previous habitat
assessments provided by Proposal 8. Proposal 8 stated that based on the results of this habitat
review, the preferred route was wholly contained within the lowest valued Lesser Prairie
Chicken Habitat (CHAT 4).
The list of projects completed was
not provided. There was no evidence or clarification if any clearing would be required for the
proposed route.

3. Procurement
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Proposal 8 provided specific information for some factors considered for this criterion. Proposal
8 briefly described the procurement process. Proposal 8 did not provide procurement
qualifications or the status of agreements with suppliers and contractors. Information on
staffing, experience, and contractor hiring status was not provided. The procurement timeline
was provided as part of the project schedule. The procurement risk was not described. The
proposed procurement process is reasonable.
4. Project scope
Proposal 8 provided specific information for some factors considered for this criterion. Proposal
8 proposed to develop, construct, finance, own, operate and maintain 22.5 miles of a new 115-kV
transmission line between the Walkemeyer and North Liberal substations. Proposed activities
required to bring the Project into service include routing, siting, surveying, land owner outreach,
easement acquisition, engineering, procurement, construction, testing, and maintenance.
5A-B. Project development schedule
Milestone Description Milestone Date
Project Kick-off & Orientation Meeting:
May 10, 2016
Project Development: Initiate title searches, landowner contact research, initiate land valuation
study update, initiate right-of-entry (ROE) preparation:
May 10, 2016
ROE acquisition/meetings with landowners:
May 11, 2016
Survey field reconnaissance:
May 11, 2016
Begin title review, document preparation, and contact reporting: May 11, 2016
Initiate landowner easement negotiation meeting:
May 31, 2016
Construction kick-off meeting:
February 15, 2018
Staking of ROW:
March 1, 2018
Start Access Roads:
March 2, 2018
Easement acquisition complete:
September 26, 2016
Material Yard operational and mobilization complete:
March 15, 2018
Start Material Deliveries to the ROW:
May 9, 2018
Structure setting complete:
August 3, 2018
Conductor and OPGW installation complete:
October 10, 2018
Complete construction of Transmission Line:
October 24, 2018
Restoration, damage settlements and releases:
November 7, 2018
Project completion and file close out:
November 7, 2018
Planned In Service Date (Planned ISD):
November 8, 2018
Required In Service Date (Required ISD):
June 1, 2019
The Project schedule appeared reasonable. A seven-month float from construction finish to inservice date (project schedule document). Proposal 8 provided specific information for some
factors considered for this category.
Project management – risk management
Proposal 8 provided specific information for some factors considered for this criterion. Proposal
8 identified risks associated with routing, environmental issues, and construction. A formal risk
analysis was not conducted, and a risk register was not provided. Contingency plan/dollars were
not allocated. Proposal 8 would obtain insurance coverage for the Project covering performance
guarantees, negligence, casualty and property, which would ensure minimal risk exposure to the
ratepayers. Proposal 8 indicated it would do everything to minimize the risk.
IEP Transmission Provider BOD Report Appendix for RFP000001

587 of 637

69

6. Construction
Proposal 8 provided specific information for some factors considered for this criterion. Proposal
8 provided a generic project management organization chart with titles only; no specifics to the
Project. Specific personnel were not assigned, and resumes/qualifications were not provided
Construction window of about 9 months with planned
completion date 11/8/2018 with a float of about 7 months, which is reasonable. Also, detail
information on construction was provided in the project execution plan.pdf report.
Construction kick-off meeting:
February 15, 2018
Staking of ROW:
March 1, 2018
Start Access Roads:
March 2, 2018
Easement acquisition complete:
September 26, 2016
Material Yard operational and mobilization complete:
March 15, 2018
Start Material Deliveries to the ROW:
May 9, 2018
Structure setting complete:
August 3, 2018
Conductor and OPGW installation complete:
October 10, 2018
Complete construction of Transmission Line:
October 24, 2018
Restoration, damage settlements and releases:
November 7, 2018
Project completion and file close out:
November 7, 2018
Planned In Service Date (Planned ISD):
November 8, 2018
Required In Service Date (Required ISD):
June 1, 2019
7. Commissioning
Proposal 8 provided generic information for this criterion, but nothing specific to the Project.
Proposal 8 described the commissioning process by listing
business practices
manuals that it would adhere to. Coordination requirements with end-station owners was not
described.
8. Timeframe to construct
Construction kick-off meeting:
Staking of ROW:
Start Access Roads:
Easement acquisition complete:
Material Yard operational and mobilization complete:
Start Material Deliveries to the ROW:
Structure setting complete:
Conductor and OPGW installation complete:
Complete construction of Transmission Line:
Restoration, damage settlements and releases:
Project completion and file close out:
Planned in Service Date (Planned ISD):
Required in Service Date (Required ISD):

February 15, 2018
March 1, 2018
March 2, 2018
September 26, 2016
March 15, 2018
May 9, 2018
August 3, 2018
October 10, 2018
October 24, 2018
November 7, 2018
November 7, 2018
November 8, 2018
June 1, 2019

A breakdown of primary activities associated with the construction phase was provided. The
allocated timelines for primary activities and a float of 7 months looked reasonable.
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9A-C. Experience and Track Record - ROW and permitting
contractor would support the ROW acquisition activities for Proposal 8.
provided
a project plan for ROW acquisition.
or Proposal 8's experience and track record for
ROW acquisition was not provided. The response form item refers to Attachment
for a listing of previous project experience
of Proposal 8’s affiliates
However, this
attachment included such information for only one project.
Experience and Track Record - T. construction management experience
Proposal 8
listed previous
project experience of Proposal 8’s affiliates
Proposal 8 would leverage best practices from the construction project management expertise of
its affiliates. However, the only project listed was carried out in 2008. A list of specific projects
in the recent past was not provided that could be used to evaluate Proposal 8’s track record and
construction management experience. An organization chart or resumes of the staff specific to
the Project was not provided.
Experience and Track Record - Cost containment ability and experience
Proposal 8 listed only one previously completed project in
Qualification and
experience of the staff to gauge the track record was not provided.
10. Ability to handle multiple construction projects simultaneously
Proposal 8 did not provide information for the factors considered for this criterion.
No information was provided to gauge its track record to handle multiple projects.
11. Ability to meet the latest in-service date
The project schedule appeared reasonable with a float of 7 months. A list of previously
completed projects was not provided to demonstrate capability to meet the in-service date.
12. Existing Right-of-Way
Proposal 8 did not offer any existing ROW for use in the Project.
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Proposal 9

Project Management
Criteria
1) Environmental
2) Rights-of-way-Acquisition
3) Procurement
4) Project Scope
5) Project Development Schedule

Subcriteria

Score

16
16
15
15
15
7.5
20
3
20

5A)Project Schedule
5B)Risk register

6) Construction
7) Commissioning
8) Timeframe to Construct
9) Experience/Track Record

9A) R/W acquisition
and permitting
experience

10

9B) T-line
construction
management
experience
9C) Cost
containment ability
and experience

10

7.5

10) Ability to handle multiple
projects under construciton
11) Ability to meet the latest inservice date, such as adequate
float(s) in the schedule
12) Existing right-of-way that can
be used for this project

3
10
0
Scoring category
total:

168

1. Environmental
Proposal 9 provided specific information for almost all factors considered for this criterion. A
detail desktop study was performed including mitigation for E & T species (route selection
study). A list of anticipated permits was provided. The
provides the
preferred route. The preferred route selection was based on a desktop study and site visit.
Mitigation measures were addressed, but the cost estimate was not provided.
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Proposal 9 stated that the overall impact of each alternative route has been greatly reduced by
avoiding, to the greatest extent possible, such constraints as cemeteries, historic sites,
archeological sites, homes, wetlands, endangered or threatened species habitat, and by using or
paralleling existing compatible ROW, property lines, and roadways, where possible.

. Proposal 9 provided resumes and
qualifications.
2. Right-of-way acquisition
Proposal 9 has provided specific information for almost all factors considered for this category.
in the response form mentions that there are few trees in the project area and ROW clearing
will be minimal. Tree clearing is required, and consideration is given in the routing criteria in
"
" and in
for the
impact on the environment. Qualifications, staff assignments, and resumes were provided for the
lead staff.

. Proposal 9 provided resumes and qualifications.
3. Procurement
Proposal 9 provided specific information for some factors considered for this criterion. Proposal
9 provided information on the procurement process/plan as part of its response. Also, the status
of agreements with suppliers and contractors (names, qualifications, and resumes of designated
contractors) was provided. The procurement schedule as part of the overall schedule, was
considered reasonable. The risk management for procurement was not addressed.
4. Project scope
The project scope involves a new 115 kV single-circuit transmission overhead line
approximately 22.5 miles long in southwestern Kansas traveling from the existing Walkemeyer
Substation to the existing N. Liberal Substation. The scope includes siting, environmental,
permitting, ROW analysis and acquisition, engineering, financing, procurement, and project and
construction management, as well as operation and maintenance.
5A-B.Project Development Schedule
Regulatory Approvals Complete*
1/1/2017
or a period of 8 months from the issuance of this NTC
Right-of-Way Complete
4/25/17
Environmental Complete
4/10/18
Engineering Complete
10/09/17
Procurement Complete
12/20/18
Construction Complete
05/31/19 or
6/1/18
Proposal 9 provided a summary schedule as show above and a detailed schedule. It showed the
primary activities required to obtain regulatory approvals, permitting and licensing activities,
ROW and siting activities, engineering and design, and construction. The total duration is
approximately 38 months, as shown in
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. Proposal 9 also included an advanced in-service date schedule that shows
the transmission line in service a year earlier by 6/1/2018. However, the proposed schedule has
no float to cover potential contingencies.
Project management schedule
–
Risk
Item
No.
1
2
3
4

Identified Risk
Category

Detailed Risk Event Description

Engineering
Land
Construction
Construction

Route Changes
ROW Acquisition
Weather
Substation and Line Changes

5
6

Permitting
Construction

US Fish and Wildlife
Labor Availability

8

Stakeholders

Local Interests & Political Issues

Proposal 9 did not provide a formal risk register. However, eight major risks were considered as
shown above, and a mitigation plan proposed as part of its response.
6. Construction
Proposal 9 provided specific information for almost all factors considered for this criterion.
Proposal 9 demonstrated its capability to meet the schedule from the list of previous projects.
Proposal 9 and its designated contractors provided organization chart, staff assignments and
resumes of the lead staff for this Project.
Proposal 9 stated that it is collaborating with
and its
affiliates to deliver the most cost-effective solution that meets or exceeds all project
specifications.
was selected because of its physical presence in the region, a
reputation for performing quality work, and its ability to respond effectively to operational
issues. An overview of each affiliate is provided in
of this proposal response.
7. Commissioning
Proposal 9 provided specific information for some factors considered for this criterion. Proposal
9 stated that prior to placing the Project into service, it would apply its rigid construction
commissioning process. The process includes performing a visual inspection of every item on
the Project to ensure proper installation. The optical ground wire (OPGW) also would be tested
to confirm that it is installed and spliced properly to allow end-to-end communications. Proposal
9 would complete its detailed transmission line commissioning checklist before the line was
placed into service. This checklist is provided as

8. Timeframe to construct
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Regulatory Approvals Complete* 1/1/2017 or a period of 8 months from the issuance of this
NTC
Right-of-Way Complete
4/25/17
Environmental Complete
4/10/18
Engineering Complete
10/09/17
Procurement Complete
12/20/18
Construction Complete
05/31/19
Proposal 9 provided specific information for almost all factors considered for this category. The
breakdown of primary activities associated with the construction phase, the reasonableness of the
allocated timelines for each primary activity. However, no float with the proposed schedule.
Proposal 9 also included an advanced in-service date schedule that would put the transmission
line into service by 6/1/2018, with a float of one year. See
for details.

9A-C. Experience and Track Record - Right of way acquisition and permitting
Proposal 9 provided a list of previously completed projects and an organization chart staff with
detailed resumes of the lead staff. Proposal 9 is collaborating with
. Proposal 9 stated that
was selected because of its physical presence in the
region, a reputation for performing quality work, and its ability to respond effectively to
operational issues. An overview of each
affiliate is provided in
of
this proposal response. See for reference:

Experience and Track Record - T. construction management experience
Proposal 9 is collaborating with
and its affiliates.
was selected
because of its physical presence in the region, a reputation for performing quality work, and its
ability to respond effectively to operational issues. An overview of each affiliate is provided in
of this proposal response.
Proposal 9 demonstrated its track record and experience in construction management by
providing a list of previously completed projects, qualifications and experience of contractors,
organization chart, staff assignment and resumes. Proposal 9 and
. have executed a contract to work together to provide construction
project management services for the Project. Both companies have extensive experience and
track records in successfully executing a wide variety of transmission projects, including those
similar to the North Liberal-Walkemeyer 115 kV transmission line. The roles of each party are
depicted in the Project Organization Chart included as
and their respective
experience and track record are provided.
Experience and Track Record - Cost containment ability and experience
Proposal 9 provided a list of recently completed projects, but did not provide information on cost
containment. However, Proposal 9 has demonstrated project management and scheduling
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organizations and capabilities by providing experience of key individuals, an organization chart,
and identification of project risks and mitigation.
10. Ability to handle multiple construction projects simultaneously
A list of completed projects was provided which demonstrated Proposal 9s’ ability to handle
multiple projects. See for reference,

11. Ability to meet the latest in-service date
Proposal 9 provided a list of previously competed projects, which demonstrated its capability to
meet in-service dates. Proposal 9 also provided an organization chart, staffing assignments, and
resumes of its lead staff, which also demonstrated its ability to meet the in service date.
12. Existing ROW
Proposal 9 did not offer any existing ROWs to use for the Project.
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Proposal 10

Project Management
Criteria
1) Environmental
2) Rights-of-way-Acquisition
3) Procurement
4) Project Scope
5) Project Development Schedule

Subcriteria

5A)Project Schedule
5B)Risk register

6) Construction
7) Commissioning
8) Timeframe to Construct
9) Experience/Track Record

9A) R/W acquisition
and permitting
experience

9B) T-line
construction
management
experience
9C) Cost
containment ability
and experience
10) Ability to handle multiple
projects under construciton
11) Ability to meet the latest inservice date, such as adequate
float(s) in the schedule
12) Existing right-of-way that can
be used for this project

Score

12
12
15
15
20
7.5
15
3
20
7.5

7.5

7.5

3
7.5
0
Scoring category
total:

152.5

1. Environmental
Proposal 10 provided some specific information for some factors considered for this criterion.
The preferred route is 22.5 miles, crosses 1 existing 115kV transmission line and 15 distribution
lines. The preferred route is shown in
. The selection process was discussed in the
response form. Supporting information and comparison of alternative routes was not provided.
Proposal 10 took into consideration utility pipelines, transmission lines and distribution lines,
road ROW width, location of road within the ROW, location of existing trees, potential for
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impacts to future developments, land use, social impact, and underbuilds, etc. in its response
form.
show the preliminary proposed
route.
provides the plan and profile
for the proposed route. The Identification of environmental issues to be addressed was briefly
described in the response form. The information on the number of potential routes considered
was not provided. The timeline to address any potential issues was not provided. A site visit was
not made. Mitigation measures were mentioned briefly in the response form, and the cost
estimate to address potential environmental issues was not provided. The qualifications to
identify and address environmental issues could be derived from the list of the completed
projects.
2. ROW acquisition
Proposal 10 provided some specific information for some factors considered for this criterion.
shows the preliminary proposed
route.
provides the plan and profile
for the proposed route. A ROW acquisition study and execution plan were not provided. There
is limited information on these factors in the response form.
3. Procurement
Proposal 10 provided some specific information for some factors considered for this criterion.
The procurement process and the status of agreements with suppliers and contractors was
described in the response form. However, an organization chart and staffing/resumes were not
provided. The procurement schedule was included as part of the project schedule.
4. Project scope
Proposal 10 provided some specific information for some factors considered for this criterion.
The scope would include construction of approximately 22.5 miles of new 115 kV transmission
line from the North Liberal Substation to the Walkemeyer Substation with a minimum ampacity
of 1200 A. The response included the project scope statement.
5A-B. Project development schedule
Regulatory Approvals Complete*
1/1/2017
or a period of 8 months from the issuance of a Notice To Construct
Right-of-Way Complete
2/1/2019
Environmental Complete
2/1/2019
Engineering Complete
10/11/2016
Procurement Complete
6/18/2018
Construction Complete
9/17/2018
In-Service Date
6/1/2019
Proposal 10 stated that the project schedule provided in
was considered realistic
and achievable. The schedule was based on input from construction contractors, vendors, and
subject matter experts. It also was based on recent development and construction experience,
including the specific implementation plan for the Project. The ability to meet the schedule is
supported by
track record in completing engineering, permitting, and construction of
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other large greenfield energy projects, including high-voltage transmission lines, coal-fired
generation, natural gas-fired generation, and solar generation.
The planned schedule allows construction to be completed before winter in 2018. The targeted
in-service date of October 1, 2018 is eight months ahead of the required in-service date.
Therefore, the proposed schedule included ample project float if any risks described in response
to question 2A.9 resulted in delay.
Project management schedule – risk management
Proposal 10 provided some specific information for some factors considered for this criterion.
Proposal 10 provided a risk register, but the response described potential risks and mitigation
measures only for schedule, weather, material, and regulatory permits. Analysis of potential
risks specific to the Project associated with regulatory permits, right-of-way acquisition and
environmental permitting, finance, schedule, resources/labor was not conducted.
Proposal 10 identified other minor risks that could be partially or fully mitigated through its
schedule and execution approach, including permits, labor issues, vandalism, theft, coordination
with SPP, and inability to obtain outages, etc.
6. Construction
Proposal 10 provided some specific information for some factors considered for this criterion.
listed recently completed projects.
also demonstrated the capability
to meet the in-service date. However, an organization chart, staff assignments, and experience of
the lead staff were not provided.
7. Commissioning
Proposal 10 provided some specific information for some factors considered for this criterion.
Proposal 10 would perform end-to-end fiber testing and end-to-end phasing verification.
Proposal 10 also would verify that the grounding at each structure meets lightning performance
requirements. Prior to energization, visual inspection of the line would be performed to ensure
all contractor safety grounding is removed.
contains the testing and
commissioning specification used for commissioning for this Line including end-to-end testing,
the scope of which is far beyond what will be required for this 115 kV transmission-line only
project.
8. Timeframe to construct
Regulatory Approvals Complete*
1/1/2017
or a period of 8 months from the issuance of a Notice To Construct
Right-of-Way Complete
2/1/2019
Environmental Complete
2/1/2019
Engineering Complete
10/11/2016
Procurement Complete
6/18/2018
Construction Complete
9/17/2018
In-Service Date
6/1/2019
See
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The track record can be derived from the
which includes a list of
recently completed projects. The list also states whether each completed project was on schedule
and on budget. A breakdown of primary activities associated with the construction phase was
included. The timelines for each primary activity was considered reasonable as well as the 8month float.
9A-C. Experience and Track Record - Right of way acquisition and permitting
lists recently completed projects which were used to assess
Proposal 10’s experience and track record for ROW acquisition and securing permits. Proposal
10 listed
No organization chart or staff assignments with resumes were
provided.
Experience and Track Record - T. construction management experience
lists previously completed projects, including information of
targeted and actual schedule and budget status. This information demonstrated Proposal 10’s
capability to adhere to standardized construction practices. No organization chart or staff
assignments with resumes were provided.
Experience and Track Record - Cost containment ability and experience
lists previously completed projects and cost containment
performance experience. This information demonstrated Proposal 10’s project management and
scheduling and organizational capabilities. No organization chart or staff assignments with
resumes were provided.
10. Ability to handle multiple construction projects simultaneously
The ability to handle multiple projects simultaneously could be derived from
which lists previously completed projects.
11. Ability to meet the latest in-service date
lists previously completed projects, which was used to assess Proposal 10’s
ability to meet the latest in-service date. Also, the detail project schedule indicates a float of
eight months in the construction schedule, which is considered reasonable to address any
potential contingencies.
12. Existing Right-of-Way
Proposal 10 did not offer any existing ROW to use for the Project.
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Proposal 11

Project Management
Criteria
1) Environmental
2) Rights-of-way-Acquisition
3) Procurement
4) Project Scope
5) Project Development Schedule

Subcriteria

5A)Project Schedule
5B)Risk register

6) Construction
7) Commissioning
8) Timeframe to Construct
9) Experience/Track Record

9A) R/W acquisition
and permitting
experience

9B) T-line
construction
management
experience
9C) Cost
containment ability
and experience
10) Ability to handle multiple
projects under construciton
11) Ability to meet the latest inservice date, such as adequate
float(s) in the schedule
12) Existing right-of-way that can
be used for this project

Score

16
16
15
15
15
7.5
15
3
15
10

10

7.5

7.5
7.5
0
Scoring category
total:

160

1. Environmental
Proposal 11 has provided specific information for almost all factors considered for this criterion,
which appeared to be reasonable. Proposal 11 examined environmentally sensitive areas by
reviewing the publicly available data and making a site visit. Historic and archaeological sites
and land use pattern were examined by reviewing the publicly available data and a detailed
planning was proposed to deal with this during the execution stage. Environmental issues were
addressed
based on the desktop study and site visit.
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Transmission line crossings, and oil infrastructures were identified.
from
a local distribution company to support local operations.
describes
environmental issues to be identified. Seven routes were considered. The preferred route offered
with an intent to minimize environmental issues. Environmental permitting process was
described. A timeline was provided for addressing potential issues. A site visit was made.
Mitigation measures for potential environmental issues were described, although no cost
estimation to mitigate such issues was provided. Potential risks with environmental issues were
discussed. The qualifications of the contractors can be derived from the list of projects
completed dealing with the environmental issues. Also, the proposal included
and
qualifications, which would do the
environmental studies and mitigation.
2. Right-of-way acquisition
Proposal 11 has provided specific information for almost all factors considered for this criterion,
which appeared to be reasonable. Proposal 11 would hire
and
for ROW and
environmental studies and execution. Proposal 11 proposed a 22.6-mile line, which crosses two
existing 115kV lines owned and operated by a different owner. The line would cross 6
distribution lines, and a portion would run parallel to a distribution line. A total of 3 different
stakeholders own these concerned distribution lines and only 1 letter of support from the
was submitted in the bid. With the exception of 1 mile of access road, the
ROW would be accessed from existing county line roads. Complete ground clearing and
grubbing and tree clearing requirements were taken into account.
Property parcel study was carried out
and
qualifications documents were provided, as mentioned above.
Real estate market information or a study were not provided. The
and
document the execution plan and the route impact analysis. Real estate
considerations were taken into account in selecting the preferred route. A property parcel study
and the real estate market study were carried out. These studies addressed the ROW width
footprint, clearance requirements, and vegetation management. The preferred route primarily
traversed rural agricultural lands, requiring no tree clearing and minimizing crossing of native
prairie chicken area. The preferred route map was provided. A site visit was made and
observations from the site visit were reflected in the selection process. Four oil pipeline crossing
identified under the preferred route. ROW would be required from approximately 66 parcels
owned by 44 landowners. The properties are primarily agriculture, either irrigated or nonirrigated and four residential properties are potentially impacted.
3. Procurement
Proposal 11 designated
as its EPC contractor for the Project. Proposal 11 would use
for procurement and construction. The procurement plan and process described in the
. Proposal 11 and
would work together in procurement and
leverage on Proposal 11's established processes, tools and suppliers. The status of agreements
with suppliers and contractors was mentioned but not provided. Staffing and experience
information for procurement was not provided. The contractor hiring status was not discussed.
The procurement schedule was covered as part of the main schedule. The risk management,
monitoring and control, and closure associated with procurement were not discussed.
qualifications and experience were provided in
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4. Project scope
Project scope information was provided, which basically followed the SPP RFP requirements.
Proposal 11 proposed to design, construct, own, operate, and maintain 22.6 miles of new 115 kV
transmission line that would connect to the existing Walkemeyer Substation. Proposal 11 stated
that the project would be designed and constructed in accordance with SPP’s minimum technical
standards, Proposal 11's requirements for quality, safety and reliability,
the FERC Code of Conduct, and all federal, state and local codes. The scope appeared
to be reasonable.
5A-B. Project development schedule
Key estimated milestones of the proposed project schedule include:
Task Date
Expected Latest Date
Regulatory Approvals Complete:
10/27/2016
01/01/2017
Right-of-Way Complete:
12/11/2017
03/01/2018
Environmental Complete:
09/21/2018
09/30/2018
Engineering Complete:
04/12/2018
05/31/2018
Procurement Complete:
09/26/2018
09/30/2018
Construction Complete:
04/26/2019
05/31/2019
In-Service Date:
05/20/2019
06/01/2019
Project schedule appeared reasonable. Two months’ float from construction to Finish to inservice date (project schedule document) is not considered adequate.
Project management schedule – Risk Management
Proposal 11 briefly described potential risks: ROW acquisition, regulatory permit,
environmental, crossing of 115 kV line, and weather. A formal risk register was not provided.
Also, no information of contingency plan/dollar allocated. However, mitigation measures were
addressed and reflected in the schedule. Information on potential risks associated with finance,
resources/labor/ contractor was not provided.
6. Construction
Proposal 11 has provided some specific information for some factors considered for this
criterion, which appeared to be reasonable. Proposal 11 construction project management
process was described. Organization chart provided. Resumes of key personnel assigned to
work on the project were provided. Resumes indicated capable and experienced personnel.
Capability (resume) of contractors also was provided. (Project summary, project management
schedule and project management documents.)
Proposal 11 designated EPC contractor
qualifications and experience were provided in
. Construction crew/labor resources were identified. The assigned staff had
experience of over five years 7. Commissioning
Proposal 11 would use company's standardized commissioning procedure, which was described
in the
report in detail. Nothing specifically mentioned about the
Project.
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8. Timeframe to construct
Detail project schedule provided. Construction to start 9/26/2018 and will take 8 months after
procurement, permitting and ROW acquisition. Breakdown of primary activities associated with
the construction phase provided; reasonableness of the allocated timelines for each primary
activity - looks reasonable, but only a float of about 2 months.
9A-C. Experience and Track Record - ROW acquisition and permitting
Proposal 11 provided information on track record, expertise, capability experience with ROW
acquisition and permitting process. List of previously completed projects and resumes of the
assigned staff by
and
contractors also were provided

Organization chart and resumes of the assigned staff were provided.
Experience and Track Record - T. construction management experience
Information was provided on track record, expertise, capability experience, and the number of
completed projects. List of projects and resumes of the assigned staff was provided
. Proposal 11 designated EPC contractor
qualifications and experience
were provided in
Experience and Track Record - Cost containment ability and experience
Experience and track record of previous projects were provided. But, information on cost
containment experience from the previous projects could not be derived. Proposal 11
designated EPC contractor
qualifications and experience were provided in
.
10. Ability to handle multiple construction projects simultaneously
No specific information was provided. However, information was provided on track record,
experience, and the number of completed projects, which was used to evaluate this factor. It
appeared that Proposal 11 has the expertise and capability to handle construction of multi
projects simultaneously, based on the information provided.
11. Ability to meet the latest in-service date
Detail project schedule was provided, which appeared to be reasonable. Also, demonstrated the
ability to meet the required service date as evidenced from the recently completed projects list.
Weather related risk was considered. Only a two-month float. Proposal 11 designated EPC
contractor
qualifications and experience were provided in
12. Existing ROW
Proposal 11 did not offer any existing ROW to use for the Project.
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Operations
The operations response from RFP Respondent Proposal 1 was evaluated, and scored as
follows:
Control Center Operations
4. Specific answer with evidence applicable to the RFP facility.
Storm/Outage Response Plan
4. Specific answer with evidence applicable to the RFP facility.
Reliability Metrics
3. Answer is not specific to the RFP, does not provide relevant evidence.
Restoration Experience/Performance
4. Specific answer with evidence applicable to question on staffing and training.
Maintenance Staffing/Training
4. Specific answer with details and evidence applicable to question.
Maintenance Plans
4. Specific answer with details and evidence applicable to question.
Equipment
4. Specific answer with full list of equipment provided, but unclear description of pre-positioning
and deployment.
Maintenance Performance/Expertise
4. Specific answer with evidence of capabilities in-house, in the region.
NERC Compliance-Process/History
4. Specific answer with evidence of completed NERC audits applicable to question.
Internal Safety Program
5. Specific answer with supporting attached document reporting relevant capability.
Contractor Safety Program
3. Answer is not specific to the facility, provider, region or RFP.
Safety Performance Record (Program Execution)
5. Specific answer with attached document reporting safety record metrics
Score: 201
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The operations response from RFP Respondent Proposal 2 was evaluated, and scored as
follows:
Control Center Operations
5. Answer relates existing control center to new assets, continuous contact with SPP.
Storm/Outage Response Plan
5. Answer relates existing control center to sequence of response, describes levels of outage severity,
includes document.
Reliability Metrics
5. Answer includes existing operating data from region in document attached.
Restoration Experience/Performance
4. Specific answer with applicable evidence of operating data from region.
Maintenance Staffing/Training
4. Specific answer with documentation showing requirements at each level is attached.
Maintenance Plans
5. Answer includes existing aerial inspection and plan for vegetation management attached.
Equipment
4. Specific answer with evidence, but no deployment described.
Maintenance Performance/Expertise
4. Answer with evidence applicable to question.
NERC Compliance-Process/History
4. Specific answer with evidence of completed NERC audits applicable to question.
Internal Safety Program
5. Specific answer with supporting attached document.
Contractor Safety Program
3. Answer is not specific to the facility, or RFP. (i.e. affirms that it tracks info)
Safety Performance Record (Program Execution)
4. Specific answer with evidence applicable to question.
Score: 223
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The operations response from RFP Respondent Proposal 3 was evaluated, and scored as
follows:
Control Center Operations
5. Specific answer reference to regional capacity to monitor and deploy in-house staff, with
supporting attached document reporting relevant capability.
Storm/Outage Response Plan
5. Specific answer with supporting attached document reporting relevant capability.
Reliability Metrics
5. Specific answer with supporting attached document reporting relevant capability.
Restoration Experience/Performance
5. Specific answer with supporting examples from past year, in region, with their people
Maintenance Staffing/Training
5. Specific answer with supporting attached training document reporting relevant capability.
Maintenance Plans
5. Specific answer with supporting management attached document reporting relevant approach.
Equipment
2. Answer does not address the question asked in RFP.
Maintenance Performance/Expertise
4. Answer with evidence applicable to question.
NERC Compliance-Process/History
5. Specific answer with supporting attached document reporting relevant experience in region.
Internal Safety Program
5. Specific answer with supporting attached document reporting relevant capability.
Contractor Safety Program
3. Answer is not specific to the facility, provider, region or RFP. (e.g., a vendor will be found)
Safety Performance Record (Program Execution)
5. Specific answer with supporting attached document including safety metrics.
Score: 221
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The operations response from RFP Respondent Proposal 4 was evaluated, and scored as
follows:
Control Center Operations
3. Answer is not specific to the facility, provider, region or RFP.
Storm/Outage Response Plan
3. Answer is not specific to the facility, providers, geography.
Reliability Metrics
3. Answer describes the reliability of the design spec, and the success of other companies’ assets in
the area.
Restoration Experience/Performance
3. Answer is not specific to the facility, provider, region or RFP.
Maintenance Staffing/Training
3. Answer is not specific to the facility, provider, region or RFP.
Maintenance Plans
3. Answer is not specific to the facility, provider, or RFP. (e.g., a vendor will be found).
Equipment
3. Answer is not specific to the facility, provider, region or RFP. (e.g., a vendor will be found).
Maintenance Performance/Expertise
3. Answer is not specific to the facility, or provider. (e.g., a vendor will be found).
NERC Compliance-Process/History
2. Answer does not address the question.
Internal Safety Program
4. Specific answer with evidence applicable to question.
Contractor Safety Program
3. Answer is not specific to the facility, provider, region or RFP. (e.g., a vendor will be found).
Safety Performance Record (Program Execution)
3. Answer is not specific to the facility, provider, or RFP.
Score: 148
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The operations response from RFP Respondent Proposal 5 was evaluated, and scored as
follows:
Control Center Operations
2. Answer does not address the question.
Storm/Outage Response Plan
3. Answer is not specific and provides no data, numbers, or reference to the application to the RFP
facility.
Reliability Metrics
3. Answer is not specific to the RFP and does not include evidence.
Restoration Experience/Performance
4. Answer describes a mix of self-staffing and contractors, experience in region, includes examples
Maintenance Staffing/Training
4. Specific answer with evidence applicable to question.
Maintenance Plans
3. Answer is more limited than the question, describing only inspection practices.
Equipment
3. Answer is more limited than the question in the RFP.
Maintenance Performance/Expertise
4. Specific answer with evidence applicable to question.
NERC Compliance-Process/History
4. Specific answer with evidence attached that is directly applicable to question.
Internal Safety Program
4. Specific answer with manuals provided as evidence.
Contractor Safety Program
4. Specific answer with evidence directly applicable to question.
Safety Performance Record (Program Execution)
4. Specific answer with evidence applicable to question.
Score: 172
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The operations response from RFP Respondent Proposal 6 was evaluated, and scored as
follows:
Control Center Operations
5. Specific answer with regional operations described in supporting attached document.
Storm/Outage Response Plan
5. Specific answer with supporting attached document reporting relevant capability.
Reliability Metrics
5. Specific answer with reliability metrics attached.
Restoration Experience/Performance
5. Specific answer with supporting attached document reporting relevant capability.
Maintenance Staffing/Training
5. Specific answer with supporting attached document reporting relevant capability.
Maintenance Plans
5. Specific answer with strategy and supporting attached document.
Equipment
5. Specific answer with supporting attached document reporting relevant capability.
Maintenance Performance/Expertise
5. Specific answer with supporting attached document reporting relevant capability.
NERC Compliance-Process/History
5. Specific answer with evidence of NERC compliance in a complete narrative.
Internal Safety Program
5. A description of the Safety Program is provided.
Contractor Safety Program
5. Specific answer with supporting attached document includes an executive level review of all
contractor fatalities that have occurred within the last 3-year period.
Safety Performance Record (Program Execution)
5. Specific detailed answer with supporting attached document.
250 points
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The operations response from RFP Respondent Proposal 7 was evaluated, and scored as
follows:
Control Center Operations
5. Answer relates existing control center to new assets, continuous contact with SPP.
Storm/Outage Response Plan
4. Answer with evidence applicable to question.
Reliability Metrics
3. Answer is not specific to the facility, provider, region or RFP.
Restoration Experience/Performance
3. Answer is not specific to the facility, provider, region or RFP.
Maintenance Staffing/Training
4. Answer with evidence applicable to question.
Maintenance Plans
3. Answer is not specific to the facility, providers, geography.
Equipment
4. Answer with evidence applicable to question.
Maintenance Performance/Expertise
3. Answer is not specific to the facility, provider, region or RFP.
NERC Compliance-Process/History
4. Specific answer with evidence of completed NERC audits applicable to question.
Internal Safety Program
3. Answer is not specific to the facility, provider, region or RFP.
Contractor Safety Program
3. Answer is not specific to the facility, provider, region or RFP.
Safety Performance Record (Program Execution)
3. Answer is not specific to the facility, provider, region or RFP.
Score: 180
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The operations response from RFP Respondent Proposal 8 was evaluated, and scored as
follows:
Control Center Operations
3. Answer is not specific to the facility, provider, region or RFP.
Storm/Outage Response Plan
3. Answer is not specific to the facility, providers, geography.
Reliability Metrics
2. Answer does not address the question.
Restoration Experience/Performance
3. Answer is not specific to the facility, provider, region or RFP.
Maintenance Staffing/Training
3. Answer is not specific to the facility, provider, region or RFP.
Maintenance Plans
3. Answer is not specific to the facility, providers, geography.
Equipment
3. Answer is not specific to the facility, provider, region or RFP.
Maintenance Performance/Expertise
4. Answer with evidence applicable to question.
NERC Compliance-Process/History
3. Answer is not specific to the facility, provider, region or RFP.
Internal Safety Program
3. Answer is not specific to the facility, provider, region or RFP.
Contractor Safety Program
3. Answer is not specific to the facility, provider, region or RFP.
Safety Performance Record (Program Execution)
3. Answer is not specific to the facility, provider, region or RFP.
Score: 148
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The operations response from RFP Respondent Proposal 9 was evaluated, and scored as
follows:
Control Center Operations
3. Answer is not specific to the facility. Describes capacity and staffing but not linked to proposed
line.
Storm/Outage Response Plan
5. Identifies company response and included contractor capability in attached document.

Reliability Metrics
4. Specific answer with reliability metrics from regional operations applicable to question.
Restoration Experience/Performance
4. Specific answer with evidence from regional operations applicable to question.
Maintenance Staffing/Training
5. Specific answer with supporting attached document reporting relevant capability.
Maintenance Plans
5. Specific answer with supporting attached document reporting relevant capability.
Equipment
4. Specific inventory given, but no description of geographic deployment

Maintenance Performance/Expertise
5. Specific answer with supporting attached document reporting relevant capability.
NERC Compliance-Process/History
5. Specific answer with supporting attached document reporting relevant capability.
Internal Safety Program
5. Specific answer with data and supporting attached document reporting relevant capability.
Contractor Safety Program
5. Specific answer that highlights what is in supporting attached document.
Safety Performance Record (Program Execution)
5. Specific answer with supporting documentation reporting relevant capability.
Score: 225
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The operations response from RFP Respondent Proposal 10 was evaluated, and scored as
follows:
Control Center Operations
4. Specific answer with evidence from regional operations applicable to question.
Storm/Outage Response Plan
4. Specific answer with evidence from regional operations applicable to question.
Reliability Metrics
4. Specific answer describes experience in region with same crew/operations center.
Restoration Experience/Performance
3. Answer is not specific to the facility or RFP.
Maintenance Staffing/Training
4. Specific answer with evidence applicable to both in-house and contractor capability.
Maintenance Plans
5. Specific answer with supporting attached document reporting relevant capability.
Equipment
4. Specific answer with evidence for both in-house and contractor locations.
Maintenance Performance/Expertise
5. Specific answer with evidence from regional operations in attached document reporting relevant
capability.
NERC Compliance-Process/History
5. Specific answer with supporting attached document reporting relevant capability.
Internal Safety Program
5. Specific answer with supporting attached document reporting relevant capability.
Contractor Safety Program
4. Specific answer with evidence from regional operations applicable to question.
Safety Performance Record (Program Execution)
4. Specific answer with evidence from regional operations applicable to question.
Score: 209
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The operations response from RFP Respondent Proposal 11 was evaluated, and scored as
follows:
Control Center Operations
4. Answer relates existing control center to new assets, continuous contact with SPP.
Storm/Outage Response Plan
3. Answer is not specific to the facility, providers, or geography
Reliability Metrics
4. Specific answer with evidence applicable to question.
Restoration Experience/Performance
5. Specific answer with supporting document reporting regional operations.
Maintenance Staffing/Training
4. Specific answer with evidence applicable to question.
Maintenance Plans
3. Answer is not specific to the planned facility, emphasis on wood poles not proposed.
Equipment
4. Specific answer with evidence, but no deployment described.
Maintenance Performance/Expertise
3. Answer is not specific to the facility or providers.
NERC Compliance-Process/History
5. Specific answer with supporting attached documenting NERC compliance.
Internal Safety Program
5. Specific answer with supporting attached document reporting relevant capability.
Contractor Safety Program
5. Specific answer with supporting attached document reporting relevant capability.
Safety Performance Record (Program Execution)
4. Answer with evidence applicable to question.
Total Score: 205
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Rate Analysis
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Finance
Evidence of Financing
For this criterion, each RFP Respondent (or if a Multi-Owner RFP Proposal, the Competitive
Upgrade Participants) was to demonstrate that it possessed the necessary financial strength by
providing Credit Rating Agency Reports, a bank letter stating the financing or evidence of financing
required, bank statements, cash, bond, etc. This criterion was allocated a maximum of 12.50 points,
with the mid-point of this range being 6.25 points.
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Material Conditions
For this criterion, each RFP Respondent (or if a Multi-Owner RFP Proposal, the Competitive
Upgrade Participants) was to describe any material conditions of any financing and provide
supporting documentation. This criterion was allocated a maximum of 12.50 points. The scoring of
this criterion was based solely on whether the RFP Respondent provided a specific and relevant
response to this criterion, since neither the SPP Tariff, Attachment Y or the SPP-RFP-000001
document described a definitional means to measure and quantify the degree of financial viability or
creditworthiness required in providing a response to this criterion.
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Financial/Business Plans
For this criterion, each RFP Respondent (or if a Multi-Owner RFP Proposal, the Competitive
Upgrade Participants) was to provide financial/business plan(s) and any relevant documentation.
This criterion was allocated a maximum of 18.75 points, with the mid-point of this range being 9.4
points.
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Pro-Forma Financial Statements
For this criterion, each RFP Respondent (or if a Multi-Owner RFP Proposal, the Competitive
Upgrade Participants) was to describe pro forma financial statements and provide any relevant
documentation, including any pro forma financial statements that would be used by entities for the
RFP Response. This criterion was allocated a maximum of 18.75 points, with the mid-point of this
range being 9.4 points.
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Expected Financial Leverage
For this criterion, each RFP Respondent (or if a Multi-Owner RFP Proposal, the Competitive
Upgrade Participants) was to describe any expected financial leverage and provide any relevant
documentation. This criterion was allocated a maximum of 12.50 points, with the midpoint of this
range being 6.25 points.
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Debt Covenants
For this criterion, each RFP Respondent (or if a Multi-Owner RFP Proposal, the Competitive
Upgrade Participants) was to describe any debt covenants and provide any relevant documentation.
This criterion has been allocated a maximum of 10 points. The scoring of this criterion was based
solely on whether the RFP Respondent provided a specific and relevant response to this criterion,
since neither the SPP Tariff Attachment Y or the SPP-RFP-000001 document described a in a
definitional means to measure and quantify the degree of financial viability or creditworthiness
required in providing a response to this criterion.
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Projected Liquidity
For this criterion, each RFP Respondent (or if a Multi-Owner RFP Proposal, the Competitive
Upgrade Participants) was to provide detail project liquidity and provide any relevant documentation
including providing any financial statements and projections of liquidity. This criterion was
allocated a maximum of 15 points, with the mid-point of this range being 7.5 points.
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Dividend Policy
For this criterion, each RFP Respondent (or if a Multi-Owner RFP Proposal, the Competitive
Upgrade Participants) was to describe any dividend policy and provide any relevant documentation.
This criterion was allocated a maximum of 10 points. The scoring of this criterion was based solely
on whether the RFP Respondent provided a specific and relevant response to this criterion, since
neither the SPP Tariff, Attachment Y or the SPP-RFP-000001 document described a definitional
means to measure and quantify the degree of financial viability or creditworthiness required in
providing a response to this criterion.
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Cash Flow Analysis
For this criterion, each RFP Respondent (or if a Multi-Owner RFP Proposal, the Competitive
Upgrade Participants) was to provide a cash flow analysis and to provide any relevant
documentation including cash flow statements and other accounting documents. This criterion was
allocated a maximum of 15 points, with the midpoint of this range being 7.5 points.
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Workpapers Supporting Scoring Analysis:
















Report 1: Credit Rating Scale of Moody’s, S&P and Fitch
Report 2: Matrix for Categories of RFP Respondent's Responses to Evidence of Financing
Report 3: Summary Matrix for Categories of RFP Respondent 's Responses to Evidence of
Financing
Report 4: Matrix for Categories of RFP Respondent 's Responses to Material Conditions
Report 5: Summary Matrix for Categories of RFP Respondent 's Responses to Material
Conditions
Report 6: Matrix for Categories of RFP Respondent’s Responses to Financial/Business Plan
Report 7: Summary Matrix for Categories of RFP Respondent 's Responses to
Financial/Business Plan
Report 8: Matrix for Categories of RFP Respondent 's Responses to Pro forma Financial
Statements
Report 9: Summary Matrix for Categories of RFP Respondent 's Responses to Pro forma
Financial Statements
Report 10: Matrix for Categories of RFP Respondent 's Responses to Expected Financial
Leverage
Report 11: Matrix for Categories of RFP Respondent 's Responses to Debt Covenants
Report 12: Matrix for Categories of RFP Respondent 's Responses to Projected Liquidity
Report 13: Matrix for Categories of RFP Respondent 's Responses to Dividend Policy
Report 14: Matrix for Categories of RFP Respondent 's Responses to Cash Flow Analysis
Report 15: Summary Matrix for Categories of RFP Respondent 's Responses to Cash Flow
Analysis
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