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I.  WITNESS IDENTIFICATION AND QUALIFICATIONS 1 

Q. Please state your name and business address. 2 

A. My name is William A. Grant.  My business address is 600 South Tyler, Suite 3 

2900, Amarillo, Texas 79101. 4 

Q. On whose behalf are you testifying in this proceeding? 5 

A. I am filing testimony on behalf of Southwestern Public Service Company 6 

(“SPS”), a New Mexico corporation and electric utility subsidiary of Xcel Energy 7 

Inc. (“Xcel Energy”).  Xcel Energy is a registered holding company that owns 8 

several electric and natural gas utility operating companies.1 9 

Q. By whom are you employed and in what position? 10 

A. I am employed by SPS as Director, Strategic Planning. 11 

Q. Please briefly outline your responsibilities as Director, Strategic Planning. 12 

A. I am responsible for determining the appropriate planning strategy for SPS.  In 13 

this role, I work with SPS’s generation and transmission planning and operation 14 

personnel and coordinate with the Southwest Power Pool (“SPP”) Regional 15 

                                                
1  Xcel Energy is the parent company of the following four wholly owned electric and gas utility 

operating companies:  Northern States Power Company, a Minnesota corporation; Northern States Power 
Company, a Wisconsin corporation; Public Service Company of Colorado, a Colorado corporation 
(“PSCo”); and SPS (collectively, “Operating Companies”).  Xcel Energy’s natural gas pipeline subsidiary 
is WestGas Interstate, Inc. 
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Transmission Organization (“RTO”) on regional policy and cost allocation issues 1 

affecting SPS. 2 

Q. What is your professional experience? 3 

A. I have 31 years of experience in both power plant and system operations at Xcel 4 

Energy or its predecessors.  I have had responsibility for operating several 5 

different types of electric generating units ranging from diesel generators, coal-6 

fired steam electric stations, and gas-fired steam units and combustion turbines. I 7 

have five years experience as a System Operator for the SPS transmission control 8 

center. For seven years, I was Director, Power Operations for Xcel Energy 9 

Services Inc. (“XES”), in which I was responsible for the economic dispatch and 10 

analytical support for all of the Xcel Energy Operating Companies, including 11 

SPS. For seven years, I was Manager, Transmission Control Center and Wind 12 

Integration for SPS. I recently was named Director, Strategic Planning for SPS. 13 

Q. Have you testified before any regulatory commission?   14 

A. Yes. I have testified before the New Mexico Public Regulation Commission 15 

(“Commission”), the Public Utility Commission of Texas (“PUCT”), the 16 

Colorado Public Utilities Commission, and the Federal Energy Regulatory 17 

Commission (“FERC”). 18 
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II. ASSIGNMENT, SUMMARY OF RECOMMENDATIONS, AND 1 
ORGANIZATION OF TESTIMONY 2 

Q. What is your assignment in this proceeding? 3 

A. My testimony is part of SPS’s Interim Report on its participation in the SPP.  The 4 

Commission directed SPS to file the Interim Report in its February 2, 2012 Order 5 

in Case No. 07-00390 (“February 2nd Order”) 2.  In my testimony, I provide:   6 

 A summary of Case No. 07-00390-UT, including the Uncontested 7 

Stipulation (“Stipulation”) approved by the Commission, the certification 8 

of the Stipulation (“Certification”), the February 2nd Order, and the 9 

requirement for SPS to file the Interim Report; 10 

 A brief background of SPS and the SPP, and, SPS’s membership in the 11 

SPP; 12 

 An overview of the services provided by the SPP and a discussion of 13 

significant changes in the SPP since the February 2nd Order was issued; 14 

 An assessment showing significant actual production costs benefits from 15 

SPS’s participation in the SPP Energy Imbalance Service (“EIS”) Market 16 

to an estimate of SPS energy costs absent SPS’s participation in the EIS 17 

Market; 18 
                                                

2  In the Matter of an Investigation into the Prudence of Southwestern Public Service Company’s 
participation in the Southwest Power Pool Regional Transmission Organization, Case No. 07-00390-UT, 
Final Order Approving Certification of Stipulation (February 2, 2010).  



Case No. 13-00____-UT 
Direct Testimony 

of 
William A. Grant 

 
 

  
4 

 An estimate showing expected future substantial production costs benefits 1 

resulting from SPS’s participation in the EIS Market; and 2 

 A discussion of other benefits that continue as a result from SPS’s 3 

membership in the SPP. 4 

Q. Are you the only witness presenting direct testimony for SPS? 5 

A. No.  Ruth M. Sakya also testifies on behalf of SPS.  Ms. Sakya addresses: (1) 6 

SPS’s costs and off-setting revenues associated with its participation in the SPP 7 

and how those costs and revenues are treated for ratemaking purposes; (2) the 8 

North American Electric Reliability Corporation (“NERC”) fees SPS pays to the 9 

SPP; (3)  the Commission’s authority regarding the transmission-related and 10 

generation-related components of SPS’s bundled New Mexico retail revenue 11 

requirement and the protection of SPS’s New Mexico retail customers; and (4) 12 

certain reporting and notification requirements under the Stipulation. 13 

Q. Please summarize the conclusions and recommendations in your testimony. 14 

A. SPS’s New Mexico Customers have benefitted greatly from SPS’s participation in 15 

the SPP.  The benefits result from the services SPP provides to SPS, which results 16 

in lower costs of providing service for SPS customers.  As required by the 17 

February 2nd Order, SPS’s analyses demonstrate that SPS’s participation in the 18 

EIS Market has resulted in a reduction of actual production costs of 19 
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approximately $19.28 million. Further, SPS estimates continual production cost 1 

savings of approximately $43.7 million through February 2015 as a result of EIS 2 

Market participation and other market activity. 3 

  In addition to participation in the EIS Market and the associated reduction 4 

in production costs, other benefits acknowledged in the February 2nd Order 5 

continue to exist for SPS’s New Mexico customers as a result of the SPP 6 

membership, including: 7 

 Membership in the SPP reserve sharing group, which results in an 8 
estimated annual savings of $80.9 million dollars from avoided start 9 
up and fuel costs and estimated annual savings of $32.96 million from 10 
reduced capacity margin. 11 

 The SPP provision of security reliability coordination services to 12 
manage transmission congestion on a regional basis. 13 

 The SPP acting as the NERC Regional Entity (“RE”) to establish 14 
regional reliability standards. 15 

 The SPP transmission planning functions, which ensures transmission 16 
expansion is performed on a regional, long-term basis to ensure 17 
continued reliability and economic upgrade implementation. 18 

 The SPP’s processing of wholesale generation interconnection 19 
requests and long-term transmission requests. 20 

 A reduction in labor costs due to the services provided by the SPP. 21 
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 Based on the continued significant benefits received by SPS’s New 1 

Mexico customers as a result of the SPP membership, the Commission should 2 

approve SPS’s membership in the SPP on a permanent basis. 3 

Q. How is the remainder of your testimony organized? 4 

A. In the next section of my testimony, I describe the February 2nd Order, the 5 

Stipulation and the Certification. In Section IV, I describe SPS.  In Section V, I 6 

describe the SPP. Then in Section VI, I discuss in greater detail some of the 7 

services provided to SPS by the SPP.  I also discuss the upcoming SPP Integrated 8 

Marketplace, how it will provide benefits, and the need to turn over the Balancing 9 

Authority responsibilities to the SPP.   10 

In Section VII, I discuss the benefits of continued membership in the SPP, 11 

including the results of the production cost analysis, which shows a $19.28 12 

million savings as a result of SPS’s participation in the EIS Market since the 13 

February 2nd Order and an estimate of $43.7 million of production costs savings 14 

as a result of continued participation in the EIS Market through 2015.  I further 15 

discuss other cost-saving benefits and qualitative benefits from continued SPP 16 

membership.  In Section VIII, I provide an overview of other costs and burdens 17 

associated with the SPP membership, which will be more fully discussed by SPS 18 
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Witness Ms. Sakya. Finally, in Section IX, I set out SPS’s requests to the 1 

Commission in this case. 2 
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III. BACKGROUND ON THE FEBRUARY 2ND ORDER AND THE 1 
STIPULATION IN CASE NO. 07-00390-UT 2 

Q. Please provide an overview of the February 2nd Order. 3 

A. In Case No. 07-00390-UT, the Commission considered whether SPS’s 4 

membership in the SPP is beneficial to SPS’s New Mexico retail ratepayers.  In 5 

addition, the Commission considered SPS’s request for approval to transfer retail 6 

load to the Network Integration Transmission Service Agreement (“NITSA”) 7 

under the SPP Regional Open Access Transmission Tariff (“OATT”).  8 

In that case, SPS provided extensive testimony, evidence, and cost benefit 9 

analyses to demonstrate that the costs incurred by SPS to participate in the SPP 10 

would be greatly out-weighed by the beneficial impact on SPS’s purchased power 11 

and fuel costs, other cost savings and reliability of service.  In addition to the 12 

Commission’s Utility Division Staff (“Staff”) and the New Mexico Attorney 13 

General, a number of other parties intervened in the proceeding. 14 

The parties negotiated over several months and reached the agreements 15 

reflected in the Stipulation. A copy of the Stipulation is provided as Attachment 16 

WAG-1.  Among other items, the Stipulation provided: (1) approval of SPS’s 17 

participation in the SPP RTO on an interim basis of five years; and (2) no 18 

opposition to the transfer of SPS’s New Mexico retail load to network 19 

transmission service (“Network”) under the SPP OATT’s NITSA.  The Hearing 20 
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Examiner issued his Certification on December 9, 2009, which the Commission 1 

approved in its February 2nd Order. 2 

Q. Please describe the benefits of SPS’s participation in the SPP as identified in 3 

the Certification.  4 

A. The Certification identified a number ways in which SPS’s participation in the 5 

SPP resulted in cost savings for SPS’s New Mexico retail customers.  A large 6 

portion of the benefits resulted from SPS’s participation in the EIS Market, which 7 

is operated by the SPP.  The EIS Market is a real-time balancing market using 8 

Locational Marginal Pricing (“LMP”) and physical transmission rights.  Through 9 

the EIS Market, the SPP models the least costly means of obtaining energy to 10 

serve the next increment of load based on the lowest LMP while maintaining 11 

reliability.  SPS benefits by reducing the output of its own generation and 12 

purchasing lower cost energy from the EIS Market.  SPS also offers its generation 13 

for sale into the EIS Market on an incremental basis.  The Certification identified 14 

that from November 2007 through June 2008, SPS had experienced an average 15 

monthly benefit of approximately $252,000 through participation in the EIS 16 

Market.   17 

In addition, other cost savings resulted from SPS’s membership in the SPP 18 

contingency reserve sharing group.  The Certification explained that the 19 
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contingency reserve sharing agreement among SPP members allows each member 1 

to reduce the amount of contingency reserve it would otherwise be required to 2 

procure independently.  SPS, for example, is required by NERC to carry sufficient 3 

reserves to respond to a sudden loss of capability equal to the SPS balancing 4 

area’s most severe contingency, e.g., an unplanned outage at the Tolk generation 5 

facility.  Without the contingency reserve sharing agreement, SPS would have to 6 

carry 540 MW of contingency reserves, with half running, but not producing 7 

electricity.  With the contingency reserve sharing agreement, SPS is only required 8 

to obtain 151 MW of contingency reserve to comply with NERC standards.  9 

  Finally, other cost savings were identified through the SPP providing 10 

transmission planning, and processing generator interconnection and transmission 11 

interconnection requests.  In particular, without the SPP providing these services, 12 

SPS would need to hire additional engineers and incur the related labor expense.   13 

Q. In addition to cost-saving benefits identified in the Certification, were other 14 

benefits identified? 15 

A. Yes. The Certification noted reliability benefits from SPS’s participation in the 16 

SPP.  For example, the Certification identified the SPP’s obligation to provide 17 

security reliability coordination services to manage transmission system 18 

congestion on a regional basis.  In addition, the Certification identified that the 19 
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SPP is responsible for establishing regional reliability standards to ensure that all 1 

entities that could affect the reliability of the bulk electric system operate their 2 

facilities in a reliable manner.   3 

Q. Please explain the Commission’s interim approval of SPS’s participation in 4 

the SPP. 5 

A. The Commission approved SPS’s participation in the SPP for an interim period of 6 

five years from the date of the February 2nd Order, that is, for the five-year period 7 

ending February 2, 2015 (“Interim Period”).  Section 4 of the Stipulation requires 8 

SPS to file and serve on the other parties and Staff an Interim Report two years 9 

before the end of the Interim Period, that is, by February 2, 2013.  As part of the 10 

Interim Report, SPS is required to provide a comparison of: (1) actual production 11 

costs from participation in the SPP EIS market to an estimate of SPS energy costs 12 

absent SPS’s participation in the EIS Market; and (2) estimated production costs 13 

for participation in the EIS Market to an estimate of SPS energy costs absent 14 

participation in the EIS Market.  In addition, SPS is allowed to provide other 15 

benefits and identify additional costs or other burdens related to SPS’s continued 16 

participation in the SPP RTO.  17 

Q. What happens if the Commission does not act on SPS’s Interim Report by 18 

the end of the Interim Period, February 2, 2015? 19 
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A. Under Section 2 of the Stipulation, “[i]f the Commission does not issue an order 1 

to terminate or extend its interim approval prior to the end of the Interim Period, 2 

the approval of SPS’s participation in the SPP and the transfer of SPS’s retail load 3 

to the SPP Regional OATT shall no longer be deemed to be interim.”    4 

Q. Does the Stipulation establish reporting and notice requirements for SPS? 5 

A. Yes.  SPS is required to provide the Commission with: (1) notice if the SPP 6 

administrative charge increases by more then 25% above $0.19 per MWh and to 7 

explain the reasons for the increase; (2) notice of any material changes in the 8 

membership or load functions of the SPP within 60 days of such event; (3) annual 9 

reports regarding SPP-related charges for the prior calendar year; and (4) notice if 10 

SPS proposes to participate in any additional markets beyond the EIS Market or if 11 

the SPP proposes to modify the OATT to begin providing additional market 12 

services. 13 

Q. Has SPS complied with these reporting and notice requirements? 14 

A. Yes.  SPS has filed the annual reports regarding SPP-related charges.  In addition, 15 

SPS filed a notice regarding the administrative charge on February 13, 2012. Ms. 16 

Sakya provides copies of these filings as attachments to her testimony. There have 17 

been no other events that triggered these notice requirements.    18 
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The SPP, however, is planning to replace the EIS Market with a new market in 1 

2014, the Integrated Marketplace.  The SPP has already provided the Commission 2 

with notice of this additional market.  SPS is providing its notice of that additional 3 

market through this Interim Report.  I will discuss the Integrated Marketplace in 4 

more detail later in my testimony. 5 
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IV. DESCRIPTION OF SPS 1 

Q. Please generally describe SPS. 2 

A. SPS is a New Mexico corporation, with its corporate headquarters in Amarillo, 3 

Texas, and a vertically integrated electric utility that provides generation, 4 

transmission, and distribution services in Texas and New Mexico.  SPS is subject 5 

to the jurisdiction of the Commission, the Public Utility Commission of Texas, 6 

and the FERC. SPS generates, transmits, distributes, and sells electric energy to 7 

approximately 376,000 customers in its 52,000 square mile service area of the 8 

Panhandle and the South Plains of Texas, and eastern and southern New Mexico. 9 

SPS’s service area extends approximately 400 miles from north to south and 200 10 

miles from east to west.  A copy of the map of SPS’s service territory is provided 11 

as Attachment WAG-2.   12 

  SPS sells power to retail customers and wholesale customers over its 13 

system.  Approximately 36 percent of the load on the SPS system is wholesale 14 

sales or transmission-only load.  SPS’s service area is primarily agricultural, but it 15 

also has large areas of oil and natural gas production.  In 2012, the generation 16 

system peak of SPS was 5174 MW, and annual electric sales were 27,818 GWh. 17 

SPS has been a transmission-owning member of the SPP since 1973 and 18 

made its transmission facilities available for service under the SPP Regional 19 



Case No. 13-00____-UT 
Direct Testimony 

of 
William A. Grant 

 
 

  
15 

OATT in 2000. Although SPS operates adjacent to the Electric Reliability 1 

Council of Texas (“ERCOT”) grid, it has no direct interconnections with ERCOT 2 

transmission owners.   3 

Q. Please describe SPS’s operations in New Mexico. 4 

A. SPS sells electricity to approximately 100,000 retail customers in and around the 5 

communities of Artesia, Carlsbad, Clovis, Dexter, Eunice, Hagerman, Hobbs, Jal, 6 

Lake Arthur, Loving, Malaga, Monument, Otis, Portales, Roswell, Texico, 7 

Tucumcari, and White City under rates subject to the Commission’s jurisdiction. 8 

The New Mexico service territory thus comprises approximately 31 percent of all 9 

SPS retail customers and approximately 17 percent of total 2012 electric sales. 10 
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V. DESCRIPTION OF THE SPP 1 

Q. Please describe the SPP. 2 

A. The SPP is a FERC-approved RTO. It is an Arkansas non-profit corporation with 3 

its principle place of business in Little Rock, Arkansas. SPP has 66 members, 4 

consisting of 14 investor-owned utilities, 11 municipal systems, 12 generation and 5 

transmission cooperatives, 4 state authorities, 8 independent power producers, 10 6 

power marketers, and 7 independent transmission companies.  7 

Q. Please describe the services the SPP provides to its members. 8 

A. As an RTO, SPP provides several services to its members, consisting of: 9 

 Reliability Coordination; 10 

 Tariff Administration; 11 

 Regional Scheduling; 12 

 Transmission Expansion Planning; 13 

 Market Operations; 14 

 Compliance; and 15 

 Training. 16 

I provide a more detailed discussion of some of the services provided by the SPP 17 

later in my testimony. 18 

Q. How does the SPP develop its policies, rules, and tariffs? 19 
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A. The SPP is a member-driven organization.  As a result, various committees exist 1 

within SPP to develop policy, rules, and tariff provisions related to a wide variety 2 

of topics.  The primary role of the SPP stakeholder committees and working 3 

groups is to drive major initiatives that improve or enhance SPP operations. The 4 

stakeholder process also focuses on planning for the future. The various 5 

committees and working groups provide recommendations to the SPP 6 

independent Board of Directors on technical issues.  The committees are further 7 

comprised of working groups, steering committees, and task forces. The 8 

committees and groups are made up of representatives of the SPP members, 9 

including SPS.  An organizational chart of SPP’s committees and working groups 10 

is attached to my testimony as Attachment WAG-3. 11 

Q. Please provide an explanation of SPP’s committee and working group 12 

structure. 13 

A. The SPP Board of Directors is the ultimate decision-maker for the SPP, but 14 

various sub-groups report directly to the Board.  One group is the Market and 15 

Operations Policy Committee (“MOPC”).  The MOPC has representatives from 16 

all SPP Members and is responsible for making recommendations to the Board of 17 

Directors involving market, policy, planning, and operational issues.  I am the 18 

voting member of the MOPC for SPS.  The proposals provided by MOPC reflect 19 
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input and work of a number of sub-groups, including the Transmission Working 1 

Group (“TWG”).   2 

The TWG in turn is responsible for planning criteria to evaluate 3 

transmission additions, seasonal available transmission capacity calculations, 4 

seasonal flowgate ratings, oversight of coordinated planning efforts, and oversight 5 

of transmission contingency evaluations. The TWG: (1) develops 6 

recommendations for the MOPC regarding changes to particular sections of SPP’s 7 

Reliability Criteria; (2) works with individual transmission owners on issues of 8 

coordinated planning and NERC and SPP compliance; and (3) is responsible for 9 

publication of seasonal and future reliability assessment studies on the 10 

transmission system of the SPP region. 11 

Q. Do state retail rate regulators have a role in the SPP member-driven 12 

process? 13 

A. Yes.  State retail regulators in the SPP footprint have an active role through the 14 

Regional State Committee (“RSC”). 15 

Q. Please describe the RSC. 16 

A. The RSC is comprised of retail regulators across the SPP footprint, and has its 17 

own working group, the Cost Allocation Working Group ("CAWG"), which is 18 

made up of staff members of the retail regulatory authorities. The SPP RSC 19 
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actively engages in a broad range of issues where SPP has ceded authority, 1 

including transmission planning and cost allocation, resource adequacy, allocation 2 

of transmission rights, and market evolution issues.  For example, the RSC 3 

determines:  (1) the approach for resource adequacy across the entire region and, 4 

with respect to transmission planning; (2) whether transmission upgrades for 5 

remote resources will be included in the regional transmission planning process; 6 

and (3) the role of transmission owners in proposing transmission upgrades in the 7 

regional planning process.  The SPP RSC may further direct SPP to submit FERC 8 

filings to effectuate regional changes proposed by the SPP RSC.  Thus, the RSC is 9 

an active and important part of the SPP stakeholder process, providing collective 10 

retail regulatory agency input on matters of regional importance related to the 11 

development and operation of the bulk electric transmission system. 12 

Q. Please describe the SPP Regional OATT and its impact on SPS. 13 

A. The SPP offers transmission service under the SPP Regional OATT, which sets 14 

forth the wholesale transmission service rates for the SPS rate zone and the other 15 

rate zones (approximately 16) in the SPP region. All transmission service 16 

arrangements for SPS’s wholesale customers are subject to the SPP Regional 17 

OATT.  In addition, PSCo and the Municipal Energy Agency of Nebraska take 18 

Network service under the Xcel Energy OATT across the Lamar Tie Line 19 
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(“Lamar DC Tie”), which went into service in May 2005, for loads on the PSCo 1 

system, limited to the capacity (210 MW) of the Lamar DC Tie.  2 

Both the SPP Regional OATT and the Xcel Energy OATTs relate to the 3 

provision of transmission service in interstate commerce and are regulated by the 4 

FERC under the FPA and FERC Orders No. 888 (1996) and 890 (2007).  The SPP 5 

Regional OATT allows access to transmission service to deliver generation 6 

anywhere in the SPP to load anywhere in the SPP at non-pancaked rates.  By 7 

contrast, the SPS system provisions of the Xcel Energy OATT only allow access 8 

to the SPS transmission system and only for the grandfathered service that has 9 

been granted. All new transmission service is subject to the terms and condition of 10 

the SPP OATT.   11 

The SPS wholesale merchant function purchases transmission service 12 

under the SPP Regional OATT to deliver wholesale sales to customers connected 13 

to the SPS transmission system, to make wholesale sales out of the SPS control 14 

area, or to deliver capacity or energy purchased from third party utilities. SPS 15 

serves its retail native load customers on a Network basis subject to the non-rate 16 

terms and conditions of the Xcel Energy OATT, but does not pay any 17 

transmission service rates for use of its own system.  However, SPS must pay 18 

certain SPP Regional OATT charges for SPP services, such as the SPP 19 
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Administrative Fee imposed under Schedule 1A to the SPP Regional OATT, for 1 

all loads in the SPP region (including retail native loads). 2 

Q.       Describe further the relationship between the SPP and the Xcel Energy 3 

OATTs and the Lamar Tie. 4 

A.        The SPP OATT and the Xcel Energy OATT specify terms and conditions for 5 

transmission service in the SPS zone.  Most of SPS’s wheeling activity takes 6 

place under the SPP OATT.  Since SPP filed its regional OATT, all new network 7 

transmission service and all point-to-point (“PTP”) transmission service granted 8 

since 2000, except for grandfathered service across the Lamar DC Tie, have been 9 

provided under the SPP OATT for the SPS zone.    10 

The Xcel Energy OATT is a joint transmission tariff, approved by the 11 

FERC, for all of Xcel Energy’s Operating Companies.  SPS’s participation in the 12 

Xcel Energy OATT relates to transactions over the Lamar DC Tie.  SPS 13 

purchases, and has historically provided, transmission service across the Lamar 14 

DC Tie under the Xcel Energy OATT.  15 
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VI. DESCRIPTION OF THE SERVICES PROVIDED THE SPP 1 

A. Reliability Coordination 2 

Q. Please discuss the SPP’s reliability coordination function. 3 

A. NERC Standards require every Regional Reliability Organization (“RRO”), 4 

subregion, or interregional coordinating group to establish a Reliability 5 

Coordinator to continually assess transmission reliability and coordinate 6 

emergency operations among the operating entities within the region and across 7 

the regional boundaries.  SPP is recognized as the Reliability Coordinator (“RC”) 8 

for all of the Balancing Authorities (“BA”) and Transmission Operators (“TO”) in 9 

the SPP reliability footprint.  The SPP Reliability Coordinator is responsible for 10 

the bulk transmission reliability and power supply reliability within its Reliability 11 

Coordination Area.  Bulk transmission reliability functions include assessment of 12 

real-time, current day and next-day operating conditions, loading relief 13 

procedures, re-dispatch of generation, coordination of transmission and generation 14 

outages, and ordering curtailment of transactions and load.  Power supply 15 

reliability entails monitoring Balancing Authority Area performance and ordering 16 

the Balancing Authorities to take actions, including load curtailment and adjusting 17 

generation levels in situations where an imbalance between generation and load 18 

places the system in jeopardy.   19 
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Q. Please describe further the activities the SPP undertakes to fulfill its 1 

reliability coordination function. 2 

A. As both the RE and the RRO, the SPP monitors power flow throughout its 3 

regional footprint. The SPP anticipates problems and takes preemptive action to 4 

mitigate operating limit violations. The SPP coordinates regional response in 5 

emergency situations or blackouts.  The SPP oversees SPS’s operations under the 6 

FPA and FERC Order No. 693 regulations pertaining to mandatory reliability 7 

standards. SPP coordinates and approves transmission and generation outages and 8 

performs next day and real time studies to help identify potential overload and 9 

reliability issues. SPP sends outage data to the NERC interchange and distribution 10 

calculator to keep the models updated for purposes of evaluating transaction 11 

impact on overloaded transmission lines to provide transmission line loading 12 

relief.  13 

Q. What is congestion management and how does it fall under the SPP 14 

reliability coordination function? 15 

A. Congestion management is the process that RCs utilize to relieve transmission 16 

congestion on the bulk electric power system. Congestion is when the power 17 

flows on the system load to the point that an element has either reached its 18 

thermal loading rating, has reached a point that voltage stability can not be 19 
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maintained, or the next event on the system will cause either a thermal or voltage 1 

stability violation. The two major processes utilized in relieving congestion is 2 

Transmission Load Relief (“TLR”) or redispatch of generation. The SPP RC is 3 

responsible for issuing the necessary level of TLR to relieve congestion on the 4 

transmission system. SPP through the stakeholder process will identify elements 5 

on the system that are identified as flowgates that will be monitored and entered 6 

into the NERC Interchange Distribution Calculator (“IDC”) that is used to 7 

identify transactions that impact the flowgate for purposes of providing relief by 8 

curtailing these transactions. Before the SPP EIS Market started in 2007, this was 9 

the primary way that relief was provided on the SPP transmission system. For 10 

SPS to get relief on a transmission facility, the SPS transmission operator would 11 

call the SPP RC and ask for the implementation of a TLR and transactions that 12 

were identified through the NERC IDC as having a greater than 5% impact on the 13 

element would be curtailed. SPP still utilizes the TLR process for transactions 14 

into and out of the SPP footprint but developed a Curtailment Adjustment Tool 15 

(“CAT”) for transactions that source and sink within the SPP footprint. CAT will 16 

utilize generation redispatch with generation that is participating in the EIS 17 

Market to provide relief for the congested element if available. The monitored 18 

flowgates are in the SPP market model and the market will perform a constrained 19 
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economic dispatch to keep the flows on the monitored elements within 1 

compliance. This will allow flows that in the past would have been curtailed. If 2 

generation dispatch is not available to provide relief, then the SPP would utilize 3 

the TLR process if necessary to provide the relief.  4 

Q. What is outage coordination and how does it fall under the SPP reliability 5 

coordination function? 6 

A. The SPS transmission operator will determine when there is a need to take a 7 

transmission line out of service. The reasons for needing a transmission line out of 8 

service can vary from repairs of existing lines to new construction to unplanned 9 

outages. For planned outages on the bulk electric system for line outages, the SPP 10 

RC as well as the SPS transmission operator (“TOP”) is required to perform 11 

reliability studies with the expected generation pattern and the forecasted load. 12 

SPP criteria requires for one week notice for 230 kV line outages and before noon 13 

day ahead for 115 kV outages. These timing requirements are there so that the RC 14 

can study the bulk electric system and identify operational issues before approval 15 

is given for line outages. The SPP models all of the TOs’ systems and is able to 16 

tell if an outage in another system is causing issues on the SPS transmission 17 

system and if an outage on SPS will cause issues on a neighboring system as well.  18 
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The ability to see all of the SPP footprint and more improves the reliability 1 

of the SPS system since outages on neighboring systems will impact flows on the 2 

SPS system and if unexpected, could cause overloads. SPP will also keep track of 3 

generation outages as well since generation patterns will also impact the flows on 4 

the system. If SPS experiences an unexpected transmission outage on the system, 5 

the SPS operator is required to enter the outage in the SPP outage system as soon 6 

as practical. All transmission outages are then forwarded by SPP to the NERC 7 

IDC system to identifying contributing schedules if TLR is required. If SPS is 8 

experiencing an issue on a transmission element that is not a monitored flowgate, 9 

SPP can (at SPS’s request) establish a temporary flowgate so that the market will 10 

perform the constrained economic dispatch for the identified element. This 11 

provides a more economic and immediate process to relieve congestion. 12 

B. Tariff Administration and Regional Scheduling 13 

Q. Please discuss the SPP’s Tariff Administration and Regional Scheduling 14 

functions. 15 

A. The SPP Regional OATT3 prescribes non-discriminatory rates, terms, and 16 

conditions for market participants within the SPP to transport power. The SPP 17 

administers that tariff by processing requests for transmission service and making 18 

                                                
3  http://www.spp.org/publications/SPP_Tariff.pdf  
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sure that the transmission paths are not overloaded.  The SPP also acts as the 1 

settlement agent by collecting revenue from the entities who request transmission 2 

service and forwarding the appropriate amount of that revenue to the owners of 3 

the transmission facilities.  In its role as tariff administrator, the SPP also follows 4 

other stakeholder-approved documents such as the SPP Market Protocols and the 5 

SPP Business Practices.  6 

The SPP requires that load-serving entities provide plans showing how 7 

much energy they expect to withdraw from the grid in a given hour.  The SPP also 8 

requires generation resources to submit plans showing how much energy they 9 

anticipate injecting onto the grid in a particular hour.  The SPP is responsible for 10 

ensuring that the amount of energy that is delivered to the grid is matched with 11 

the amount that is needed to serve load.  SPP’s regional scheduling service 12 

reduces the number of entities with which SPP members and customers have to 13 

coordinate.  14 

Q. Please further describe the steps SPP undertakes to fulfill its Regional 15 

Scheduling function. 16 

A. The SPP ensures that the amount of power sent is coordinated and matched with 17 

power received. SPP’s regional scheduling service reduces the number of entities 18 

with which SPP members and customers have to coordinate. SPP will monitor 19 
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flowgate loading and scheduling to prevent over scheduling transmission 1 

facilities. SPP sends the schedules to all of the SPP BAs through the SPP RTO 2 

scheduling system (“RTOSS”) and each BA will utilize the schedule in its 3 

Automatic Generation Control (“AGC”) system to balance the balancing area. 4 

C. Transmission Expansion Planning 5 

(1) Transmission Planning Process 6 

Q. Please discuss the SPP’s Transmission Planning function. 7 

A. As a FERC-designated RTO, one of the SPP's responsibilities is to create regional 8 

transmission expansion plans. With its members, regulators, and stakeholders, the 9 

SPP creates planning models and studies that determine what and when new 10 

transmission is needed to meet the region's long- and near-term needs.  This 11 

planning activity creates a cost-effective, flexible, and robust transmission 12 

network. 13 

Q. Please provide a brief history of the SPP regional transmission planning 14 

process. 15 

A. Before 2005, the transmission owning companies in the SPP footprint coordinated 16 

with SPP on projects that were needed for the reliability of the local areas being 17 

served. 18 

Q. What changed in 2005? 19 
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A. The SPP, with RSC participation, approved the SPP Transmission Expansion Plan 1 

(“STEP”), which encouraged transmission expansion for reliability purposes 2 

utilizing region wide cost sharing. 3 

Q. Why did SPP members, with RSC participation, decide to change to this 4 

region wide cost sharing methodology?  5 

A. The SPP members as well as the RSC committee recognized that this process 6 

alone would not encourage the build out of transmission that was needed to 7 

recognize economic benefits. The stakeholders recognized that there were several 8 

projects that would have large economic benefits that fell just short of being 9 

justified solely on the reliability criteria. That is not to say that these projects 10 

would not add reliability benefits, but that they were not justified on the criteria at 11 

that time. 12 

Q. What was the next step in the progression of regional transmission planning? 13 

A.  While the stakeholders were working on a regional planning process that would 14 

include cost allocation on a regional basis, the stakeholders also recognized that 15 

there were several projects that would add immediate benefits to the region. The 16 

stakeholders identified several projects and developed what was called the 17 

Balanced Portfolio. 18 

Q. What is the Balanced Portfolio? 19 
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A. The Balanced Portfolio is a cohesive grouping of economic transmission upgrades 1 

that benefit the SPP region, the costs of which are allocated regionally. Projects in 2 

the Balanced Portfolio include transmission upgrades of 345 kV transmission 3 

facilities that are intended to reduce congestion on the SPP transmission system, 4 

thus resulting in savings in generation production costs. These economic upgrades 5 

may provide other benefits to the power grid such as increasing reliability and 6 

lowering required reserve margins, deferring reliability upgrades, and providing 7 

environmental benefits due to more efficient operation of assets and greater 8 

utilization of renewable resources.    9 

Q. What was the next step in the evolution of the SPP transmission planning 10 

process? 11 

A. Through the regional planning process and Balanced Portfolio, the SPP 12 

stakeholders transitioned to a process that took into account both reliability and 13 

economic benefits using an expanded cost allocation methodology to ensure those 14 

who benefit would also pay a reasonable portion of the costs. While this new 15 

allocation methodology was being approved, another set of projects were 16 

identified that would provide immediate benefits to the region. These were 17 

projects that were showing up on many future planning scenarios that also added 18 

immediate economic benefits. This set of projects was called the priority projects.  19 
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These were the first set of transmission projects whose costs were 1 

allocated based on the Highway/Byway methodology approved by SPP and FERC 2 

in 2010, which I discuss in further detail below.  SPP then transitioned into the 3 

current process that is utilized today. 4 

Q. Please summarize the current process the SPP uses for Transmission 5 

Planning. 6 

A. As outlined in Attachment O of the SPP Regional OATT, SPP uses an integrated 7 

transmission planning process (“ITP”), which is an iterative three-year process. 8 

A major objective of the ITP is the design and construction of a 9 

transmission backbone to connect load centers to known or expected large 10 

generation resources. The process seeks to target a reasonable balance between 11 

long-term transmission investment and congestion costs to customers. The ITP 12 

also integrates several existing SPP transmission planning processes into one 13 

coordinated assessment consisting of:  (1) transmission service requests; (2) 14 

generation requests; (3) the Balanced Portfolio; (4) the high priority upgrades; (5) 15 

the 20 – Year assessment; (6) the 10 – Year assessment; and (7) the Near Term 16 

assessment. 17 

Q. Briefly explain the components of the ITP planning process. 18 
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A. SPP is required by its tariff to incorporate new transmission service requests and 1 

generation interconnection requests into its transmission planning process to 2 

accommodate new service, load growth, and new generation additions to the 3 

system. In addition to those requirements, SPP performs the 20 – Year 4 

assessment, the 10 – Year assessment, and the Near Term assessment to identify 5 

the projects that are needed for a reliable and robust transmission system. The 6 

Balanced Portfolio and the Priority projects are included in the models since they 7 

have been approved and are in the planning and construction stage.  8 

Q. Please describe the 20 - Year assessment. 9 

A. The 20 - Year assessment is utilized for the purpose of planning the most 10 

beneficial and robust high voltage backbone in the future studying different 11 

scenarios since the future needs are uncertain. Several different scenarios will be 12 

studied and plans developed for each scenario. These plans will then be evaluated 13 

and one set of plans will be presented in the ITP 20 report. This process is 14 

repeated every three years.  Assumptions used for the ITP 20 year report will be 15 

reevaluated during the first and second year of the three year cycle. 16 

Q. Please describe the 10 - Year assessment. 17 

A. The 10 - Year assessment is the second phase of the ITP process. Utilizing the 18 

results of the 20 - Year assessment, a set of plans studying several different 19 
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scenarios are utilized to evaluate the need for ten years out down to the 100 kV 1 

voltage level. This assessment will be utilized to resolve potential violations of 2 

criteria, improve known and forecasted congestion, improve access to markets, 3 

staging transmission expansion, and improving interconnections. The results will 4 

be compiled into a 10 - Year assessment report and incorporated in the SPP 5 

transmission expansion plan on an annual basis. 6 

Q. Please explain the Near Term Assessment. 7 

A. The purpose of the ITP Near Term (“ITPNT”) assessment is to determine the 8 

projects needed to meet reliability requirements. The ITPNT is performed on an 9 

annual basis. The results of the study will develop a set of projects 69 kV and 10 

above that will meet criteria while still incorporating the principals of the ITP 11 

process.  12 

(2) SPP Cost Allocation for Transmission Infrastructure 13 

Q. Is SPS affected by the SPP’s method for allocating costs for new transmission 14 

infrastructure? 15 

A. Yes.  For example, in the SPS electric rate case currently pending before the 16 

Commission, Case No. 12-00350-UT, SPS’s revenue requirement includes SPP 17 

costs that have been allocated to SPS under four different allocation methods: (1) 18 

Pre-2005; (2) Original Base Plan Funding; (3) the Balanced Portfolio; and (4) the 19 
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Highway/Byway.  A matrix showing the effects of these methods during calendar 1 

year 2014, which is the test year in SPS’s rate case, is shown in Attachment 2 

WAG-04.  3 

Q. How were costs allocated under the Pre-2005 method? 4 

A. Under this method, transmission owners were allocated all the costs for 5 

transmission projects located within their respective service territories. Thus, 6 

projects identified prior to 2005 had costs allocated in this fashion.  It was not 7 

until the Original Base Plan Funding method that inter-zonal allocation of costs 8 

began.   9 

Q. Please explain the Original Base Plan Funding for Transmission Upgrades. 10 

A. Inter-zonal allocation of costs is the method of cost allocation for original base 11 

plan transmission upgrades. When Network or Reliability Transmission Upgrades 12 

are implemented, those SPP transmission customers benefitting most directly 13 

from the upgrade pay 2/3 of the costs with the remaining SPP transmission 14 

customers paying the remaining 1/3 of the costs. These upgrades were required to 15 

maintain reliability of the electric transmission grid. This methodology was 16 

utilized for projects identified from 2005 until June of 2010. 17 

Q. How do SPP members pay for the Balanced Portfolio projects?  18 
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A. The allocation of costs associated with the Balanced Portfolio projects is intended 1 

to balance the benefits over the region.  The SPP has begun to allocate those 2 

costs. A cost to benefit analyses is performed to ensure that the benefits are 3 

greater than the cost of the projects. In the analysis, the benefits were also studied 4 

on a zone by zone basis to ensure that every zone showed benefits greater than the 5 

allocated cost on a load ratio share or that zone would receive transfer payments 6 

to bring the deficient zone back to a 1 to 1 cost to benefit ratio. 7 

Q. Have these transfer payments started? 8 

A. Yes.  In August of 2012, SPP filed the revisions to its OATT to implement the 9 

initial reallocation of revenue requirements pursuant to Attachment J of its tariff 10 

(provided as Attachment WAG-5)(FERC Docket No. ER12-2387).4  The initial 11 

reallocation was authorized under the Balanced Portfolio because at least 10% of 12 

the levelized annual transmission revenue requirements for the approved 13 

Balanced Portfolio had been included in rates (i.e., the “Trigger Date”). On each 14 

anniversary of the Trigger Date in the subsequent four years, an additional 20% of 15 

the Reallocated Revenue Requirement will be transferred to the Total Balanced 16 

Portfolio Region-wide Annual Transmission Revenue Requirement.  The SPP 17 

                                                
4  See Attachment J of the SPP OATT at http://www.spp.org/publications/SPP_Tariff.pdf   



Case No. 13-00____-UT 
Direct Testimony 

of 
William A. Grant 

 
 

  
36 

filing requested to initiate these initial transfer payments on October 1, 2012.  The 1 

FERC approved SPP’s filing on November 20, 2012. 2 

Q. What is the Highway/Byway cost allocation? 3 

A. Highway/Byway funding was approved in 2010. This process splits the funding 4 

into three different categories: projects less than 100 kV; projects at or above 100 5 

kV but below 300 kV; and projects over 300 kV. This methodology replaced the 6 

prior methods of cost allocation. Under Highway/Byway, projects below 100 kV 7 

are 100 % funded by the zone in which they are built, projects between 100 kV 8 

and 300 kV are funded 1/3 regionally and 2/3 by the zone in which they are built, 9 

and projects over 300 kV are 100% regionally funded on a load ratio share basis. 10 

Q. How does SPP administer these cost allocations and collect the revenue for 11 

the regional transmission funding? 12 

A. SPP administers the process through the methodologies contained in Attachment J 13 

of the SPP OATT and recovers the revenue through the resulting Schedule 11 14 

charges under the SPP OATT.  SPP collects both the zonal and any regionally 15 

allocated costs under Schedule 11.  SPP then distributes this revenue to the 16 

Transmission Owners in accordance with their respective Attachment J.  17 
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(3) SPP Directives to Construct Facilities 1 

Q. When Transmission Projects have been identified through the SPP 2 

transmission planning process and approved by the SPP Board of Directors, 3 

how are Transmission Owners notified to construct the projects? 4 

A. Currently, when a project is approved, the SPP sends notice to the TO(s) in whose 5 

service territory the project is to be located.  This TO is referred to as the 6 

“Designated Transmission Owner or “DTO.”  Written notification is provided to 7 

the DTO through a letter that includes the specifications of the project required by 8 

the SPP and a reasonable project schedule, including a project completion date. 9 

This letter is referred to as the Notification to Construct (“NTC”). 10 

Q. When are NTCs Issued? 11 

A. After projects have been identified and approved, the SPP will issue a NTC within 12 

15 business days for each Network upgrade for which a financial commitment is 13 

needed within the next four years. This is specified under section 7060 of the SPP 14 

OATT Business Practices.5 15 

Q. What are the responsibilities of the DTO when a NTC is received? 16 

A. To maintain its right to construct, the DTO is required to respond within ninety 17 

days after the receipt of the NTC. The DTO can respond with a commitment to 18 

                                                
5  http://www.spp.org/publications/SPP%20Business%20Practices%204_17_2012.pdf  
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construct as specified or submit a response with a different project schedule or 1 

alternative specifications.  2 

If an amended proposal is provided by the DTO, SPP must respond within 3 

ten days of the receipt of the amended proposal. If the amended changes are 4 

rejected by SPP, the Transmission Owner can still accept the proposal if it is in 5 

the ninety day window. 6 

Q. What happens if the DTO does not accept the NTC within ninety days? 7 

A. In that event, SPP will solicit bids and evaluate proposals from other entities to 8 

construct the project.  SPP will select a qualified entity based on, among other 9 

things, certain specific legal, regulatory, technical, and financial, and managerial 10 

qualifications.  Upon selection, the replacement designated provider becomes the 11 

DTO.  12 

Q. What happens if SPP is unable to find another qualified entity to construct a 13 

project? 14 

A. The originally identified DTO will continue to have the obligation to construct the 15 

project under Section VI.2 of Attachment O and Section 3.3(a) of the SPP 16 

membership agreement.  17 

Q. Can a DTO transfer its legal right to build? 18 
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A. Yes.  Under Section 7070 of the SPS Business Practices, a DTO can assign or 1 

transfer its legal right to build. This assignment does not relieve the original DTO 2 

of the legal obligation to ensure that the project is built. 3 

Q. Can the original DTO ever be released from the obligation to ensure that a 4 

project is built? 5 

A. Yes.  After the original DTO’s assignment of the right to build to a new TO, a 6 

novation can be executed, which along with SPP Board approval, will transfer the 7 

obligation to construct to the new TO.   8 

Q. How does the SPP’s transmission planning function affect SPS? 9 

A. As discussed previously, the Schedule 11 charges are assessed according to the 10 

SPP OATT and are based on a number of factors.  SPS is a Balancing Authority 11 

known as Zone 11.  As such, the retail customers of SPS are assessed Schedule 11 12 

charges for their share of the regional and zonal transmission system projects.  13 

SPS witness Ruth M. Sakya discusses the specific Schedule 11 charges to be 14 

assessed to SPS. 15 

Q.       Please provide an example of how the allocation of these costs from SPP 16 

affect SPS’s New Mexico retail customers. 17 

A.        SPS is required to obtain a certificate of public convenience and necessity 18 

(“CCN”) from the Commission to construct and operate transmission lines that 19 
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are located in New Mexico.  When SPS submits CCN applications, it provides an 1 

estimate of what it will cost to construct the transmission facility.  For example, in 2 

Case No. 12-00027-UT, SPS requested a CCN for the Pleasant Hill transmission 3 

facilities, which are two 230 kV transmission lines and associated substation 4 

facilities in Curry and Roosevelt Counties, New Mexico.  In that application, SPS 5 

provided a cost estimate of $60,000,000 to construct the facilities.  This translates 6 

into an approximate annual revenue requirement of $9.1 million. 7 

                        However, the full $9.1 million annual revenue requirement related to the 8 

Pleasant Hill transmission facilities will not be allocated to SPS.  Because the 9 

facilities are less than 300 kV, under the Highway/Byway cost allocation, the 10 

facilities are funded 1/3 regionally and 2/3 by the zone in which they are built.  11 

Thus, 2/3 of the $9.1 million annual revenue requirement (or approximately $6.1 12 

million) will be allocated to the SPS zone.  In addition, 1/3 or approximately $3 13 

million would be assigned to the SPP region.  Within the region, SPS’s share is 14 

12.9812%, which reflects SPS’s load ratio share.  Thus, of the $3 million annual 15 

revenue requirement assigned to the SPP region, SPS will be allocated 16 

approximately $391,000.  In total, approximately $6.5 million of the total annual 17 

revenue requirement of approximately $9.1 million is allocated the SPS zone.  18 

Within the SPS zone, approximately 16.4868% is allocated to the New Mexico 19 
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jurisdiction, which reflects New Mexico’s 12-coincident peak transmission 1 

demand allocation.  Therefore, of the $6.5 million annual revenue requirement 2 

allocated to SPS, approximately $1.1 million is the annual revenue requirement 3 

that will be allocated to the New Mexico jurisdiction.  Thus, SPS’s New Mexico 4 

retail jurisdiction would pay only approximately $1.1 million out of the 5 

approximately $9.1 million total revenue requirement, or approximately 11% of 6 

the total revenue requirement.  7 

(4) Other Transmission Planning Activities 8 

Q. Are there any other transmission expansion planning activities currently 9 

taking place at the SPP? 10 

A. Yes.  SPP and its members are working to comply with FERC Order No. 10006 11 

and also are consolidating the Balancing Authorities within its footprint. 12 

Q. What is the SPP required to do to comply with Order No. 1000? 13 

A.  Among other items, Order No. 1000 requires regional transmission planning with 14 

a regional cost allocation methodology for particular new transmission facilities 15 

that meet regional cost allocation principles.  At its October 30, 2012 meeting, the 16 

SPP Board of Directors approved language for a filing at FERC to comply with 17 

                                                
6 Transmission Planning and Cost Allocation by Transmission Owning and Operating Public 

Utilities, Order No. 1000, 76 FR 49842 (Aug. 11, 2011), FERC Stats. & Regs. ¶ 31,323 (2011), order on 
reh’g, Order No. 1000-A, 139 FERC ¶ 61,132 (2012). 
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Order No. 1000. The language is a proposed tariff provision that specifies the 1 

process that will identify the DTO under these new guidelines.  2 

D. Market Operations 3 

Q. Please discuss further the Market Operations function of the SPP. 4 

A. In 2007, SPP implemented the EIS Market, which is a wholesale market that 5 

operates under a tariff approved by the FERC.  Through the EIS Market, the SPP 6 

aims to reduce the overall production costs of serving load by optimizing the 7 

dispatch of generation across the SPP footprint and improve reliability through 8 

more precise control of power flows on the transmission system. SPP administers 9 

the EIS Market, oversees market activities, ensures reliability, forecasts supply 10 

requirements, and provides market monitoring oversight.  In the EIS, a market 11 

participant settles with SPP for imbalance service when a difference occurs 12 

between a generator’s scheduled output or a load’s scheduled withdrawal and the 13 

actual metered generator output or load withdrawal volumes in an hour.  The EIS 14 

utilizes Locational Imbalance Prices (“LIP”), which are calculated every five 15 

minutes but averaged over the hour to create hourly settlement prices.  The LIP 16 

reflects the incremental cost of delivering energy to specific locations on the 17 

transmission grid. The EIS Market is an optimal dispatch solution for units that 18 
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the market participants have committed to meet their load and reserve obligation. 1 

In the EIS Market, the SPP is not the responsible party for committing units. 2 

(1) The Integrated Marketplace 3 

Q. What future plans does the SPP have for market operations? 4 

A. On February 29, 2012, SPP filed tariff revisions at FERC to implement the new 5 

Integrated Marketplace (“IM”) for the region, moving SPP to a two-settlement, 6 

LMP energy market model, like the Midwest Independent System Operator 7 

(“MISO”), the PJM ISO, and other established RTO administered markets.  8 

Q. When is the SPP Integrated Market expected to become operational?  9 

A. The SPP expects the IM to go into effect on March 1, 2014.  FERC conditionally 10 

approved the IM on October 18, 2012.7 11 

Q. What is the primary difference between the EIS and IM? 12 

A. The EIS Market is a constrained economic real time dispatch of the units that the 13 

BAs have committed to optimize the real time balancing of load and generation. 14 

The IM is a fully integrated market that not only still performs the constrained 15 

economic dispatch, but also optimizes the market by performing a day-ahead 16 

market with unit commit.  17 

Q. Please describe further how the SPP Integrated Marketplace will operate. 18 

                                                
7 Southwest Power Pool, Inc., 141 FERC ¶ 61,048 (2012). 
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A. The IM will include day-ahead (“DA”) and real-time energy and operating 1 

reserve markets and transmission congestion rights markets.  In addition, the 2 

existing 16 Balancing Authorities in the SPP market footprint will consolidate to 3 

form a single Balancing Authority.  The IM will determine the most cost-effective 4 

generating units to commit and dispatch the following day, determine the required 5 

reserves, increase the balancing of regional supply and demand, and aid in the 6 

integration of renewable resources.  SPP estimates the new marketplace will result 7 

in net benefits throughout the SPP region of $45 – $100 million per year. 8 

  This type of regional market uses a “two-settlement” system where 9 

participants make binding day-ahead financial commitments and then settle any 10 

deviations from their day-ahead commitments or load forecast in a real-time 11 

balancing market.  As proposed, the implementation of the IM includes a 12 

centralized unit commitment system; further optimizing the use of generation 13 

resources within the SPP footprint to serve load more economically because the 14 

commitment is spread over a larger region. 15 

When the IM takes effect, SPP will serve as the reliability coordinator, 16 

balancing authority, transmission service provider, planning coordinator, reserve 17 

sharing group administrator, interchange authority, and market operator. 18 
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Q. Please describe the day-ahead market component of the SPP Integrated 1 

Marketplace. 2 

A. SPP’s day-ahead market is designed to determine the least-cost solution to meet 3 

the market’s energy needs and reserve requirements.  To accomplish this 4 

objective, market participants are required to submit offers to sell services 5 

provided by generation including energy, reserves, and other ancillary services. 6 

Market participants serving load will also bid in all or a portion of their forecasted 7 

load to be cleared in the day-ahead market. SPP will then select the most cost-8 

effective mix of resources to meet the load forecast for the operating day.  SPP 9 

will also include a “must offer” requirement equal to the amount of forecasted 10 

load and reserve obligation, in the day-ahead settlement to ensure enough physical 11 

resource capacity to satisfy the need of the market. The “must offer” requirement 12 

is required of all generation for the reliability unit commitment (“RUC”) 13 

performed in the real time market. 14 

  SPP will perform a several RUC runs. One will be the day before the day-15 

ahead market clearing or two days before the active day. Then the day-ahead 16 

market will run and clear by 4:00 p.m. the day prior. When the day-ahead market 17 

has cleared, a day-ahead RUC will be performed once more and determine if the 18 

reliability needs are met. This study will be performed with the latest updated load 19 
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forecast to ensure adequate resources are committed. Import and export schedules 1 

that are submitted will also be part of the evaluation. During the market day, RUC 2 

will be perform through out the day but at least every four hours to ensure 3 

reliability for changing system conditions.   4 

Q. Please describe the operating reserve market component of the SPP 5 

Integrated Marketplace. 6 

A. The operating reserve market design calls for market procurement and dispatch of 7 

Regulation Reserve, Spinning Reserve, and Supplemental Reserves.  As with the 8 

energy market, the operating reserve market is also a multi-settlement market 9 

clearing in the day-ahead with deviations being settled in real-time.  Offers 10 

submitted for any or all services are cleared in priority with a co-optimized 11 

algorithm to achieve the least cost overall solution for energy and reserve 12 

products.   13 

Q. How will SPP perform the load balancing function? 14 

A.  SPP will be responsible under the NERC requirements as a BA to ensure balance 15 

of resource and procurement of ancillary services. As mentioned earlier, 16 

regulation, spinning, and supplemental reserves will be market bids that will 17 

enable SPP to clear the necessary resources. 18 

Q. Will SPS still be responsible for the reliability of the SPS system? 19 
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A. As TOP, SPS will still be responsible for the reliability for the SPS transmission 1 

system. SPS will still be performing a forecast and transmission stability studies 2 

to see if the SPS system meets NERC criteria. If the SPS TOP sees an issue, they 3 

will work with SPP to address the problem. If time does not permit the 4 

coordination with SPP, the SPS TOP will still have the authority to address real 5 

time operating issues as needed including committing generation for reliability. 6 

Q. If SPS is no longer in control of the generation dispatch for the SPS region, 7 

how is the SPS customer protected from prices caused by congestion? 8 

A. The IM will have a Transmission Congestion Right (“TCR”) Market. A TCR can 9 

be used as a hedge to reduce the risk of exposure to high market prices. 10 

Q. Describe the TCR market in more detail. 11 

A. The TCR market will have two products. One product is the Auction Revenue 12 

Rights (“ARRs”) and the other is the TCRs. The ARRs are a Market Participant’s 13 

(“MP”) entitlement to a share of revenue generated in the TCR auctions. These 14 

rights are allocated annually to MPs based on firm transmission rights on the SPP 15 

transmission system and these are both firm point to point as well as network 16 

rights. The TCR is an entitlement to a share of revenue generated in the DA 17 

market. A TCR is used to mitigate congestion exposure in the DA market. MPs 18 
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can obtain the TCRs through the annual or monthly auctions by either converting 1 

their ARR to a TCR or by bidding to purchase TCRs in the auctions. 2 

Q. How is the revenue of the TCR calculated? 3 

A. The holder of a TCR for a transmission path would be given revenue based on the 4 

day-ahead market solution when there is congestion on a path. For example if SPS 5 

holds a TCR for 100MW on a path from a generator to load and is scheduled to 6 

send 100MW down the path and congestion occurs, there will be a day-ahead 7 

price separation between the generator and the load. The difference of the price 8 

separation times the amount of the flow up to the amount of TCR held would 9 

determine the revenue SPS would receive for that TCR. If the price separation 10 

was $10 (generator cost of $20 and load node price of $30 for example), SPS 11 

would receive $1000 for the TCR. SPS would then use that $1000 to offset the 12 

actual congestion cost of $1000 for the transaction and would be fully hedged for 13 

that transaction. 14 

Q. In your opinion, will the Integrated Marketplace provide benefits to SPS’s 15 

New Mexico customers above the current EIS Market?  16 

A. Yes.  Although the EIS market has worked well and resulted in substantial cost 17 

saving benefits for SPS customers, there are still more savings in a fully 18 

integrated market that can be realized with the centralized unit dispatch proposed 19 
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in the IM. A fully integrated market will also provide data that will identify the 1 

cost of transmission constraints that can be compared to the cost to upgrade the 2 

transmission system by putting a value on the congestion.   3 

(2) Consolidation of the balancing authorities to the SPP. 4 

Q. Why has the SPP concluded it must consolidate the 16 Balancing Authorities 5 

into one Balancing Authority? 6 

A. As noted above, to recognize the benefits of the IM, SPS and the current 7 

Balancing Authorities will need to turn over the Balancing Authority 8 

responsibilities to SPP. This transfer will allow SPP to perform the function of 9 

reliably dispatching generation on a region wide basis instead of each of the 10 

existing 16 Balancing Authorities performing that service today. The transfer of 11 

this function to the SPP will allow SPS and its customers to recognize the benefits 12 

of a region wide unit commitment and dispatch. 13 

Q. Is it in the interest of SPS customers for the SPP to operate as a consolidated 14 

Balancing Authority?  15 

A. Yes.  Based on my past experience, there are benefits to SPS customers for the 16 

SPP to operate as a consolidated Balancing Authority as a part of the transition to 17 

the IM.  These benefits stem from the availability of a more diverse set of pooling 18 
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resources to serve the needs of SPS’s customers and potentially lower production 1 

costs. 2 

E. SPS’s involvement in the SPP Policy Development and 3 
Transmission Planning. 4 

Q. Earlier in your testimony you addressed the stakeholder influence in the SPP 5 

and SPS’s involvement in committees.  Can you provide additional examples 6 

of SPS’s efforts to help influence SPP policy? 7 

A. Yes. SPS has influenced the SPP’s STEP. When SPP was developing the regional 8 

transmission expansion plan, there was a strong push to build 765 kV extra high 9 

voltage backbone to the future plans. Although SPS is not opposed to 765 kV 10 

transmission projects, SPS concluded that the initially proposed 765 kV projects 11 

could not be justified in a cost benefit study (“CBS”) and, therefore, strongly 12 

opposed them through several stakeholder meetings and several votes of the 13 

membership. SPS worked very closely with commission participants on the RSC 14 

and CAWG during this debate.  As a result these efforts, the SPP changed the 15 

projects to 345 kV lines, which are less expensive to construct, operate, and 16 

maintain. 17 

Q. How active is SPS in working in the transmission planning process? 18 

A. During the assessment period, SPS transmission is very active in assessing the 19 

projects and the alternatives, if any, to the proposed projects.  SPS transmission 20 
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group works with the SPP planning department in developing projects that meet 1 

the needs of the SPS area. When SPP finishes the near term assessment, NTCs 2 

will be issued to the DTO.  3 

Q. Do you have examples of when SPS’s identification of alternatives saved 4 

money for SPS’s customer? 5 

A. Yes.  SPS has questioned, as a DTO, NTCs it received from the SPP.  One 6 

example occurred in 2009 when, a result of the 2009 STEP, SPS received NTCs 7 

for approximately $450 million of new construction projects.  The STEP included 8 

NTCs that required extensive reconductors or wreckout/rebuilds of urban SPS 9 

transmission lines in and around the City of Amarillo.  One large project in that 10 

list of NTCs was the construction of the Potter Co (Amarillo) – Frio Draw 11 

(Clovis) 345 kV line.  SPS requested revaluation of many of the projects in this 12 

set of NTCs.  Specifically, SPS asked for a re-evaluation of the 345 kV Potter-13 

Frio Draw line, the extensive transmission line reconductors within the City of 14 

Amarillo, the Hobbs-Seminole 230 kV project, and the Hitchland – Pringle 230 15 

kV line project, among others.  Among other items, SPS requested and worked 16 

with SPP and stakeholder to amend the criteria used in SPP reliability studies to 17 

allow committed projects, as well as new generation.  Once the new criteria were 18 

used and the re-evaluation was complete:  (1) the 345 kV line from Potter-Frio 19 
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Draw was no longer needed; (2) the reconductors of the urban transmission lines 1 

in Amarillo were unnecessary; (3) the Hobbs-Seminole 230 kV line showed it was 2 

not needed; and (4) Hitchland – Pringle 230 kV line was not needed.   3 

Another example regarded the generation interconnection study for the 4 

Jones 4, Quay County, and Mustang 6 generators. The study that the SPP 5 

performed showed the need to build transmission to accommodate the addition of 6 

the generators.  SPS asked the SPP to perform a limited operations 7 

interconnection study to determine if the upgrades could be deferred if SPS added 8 

some power system stabilizers to some of the generation in the area.   The results 9 

of this study showed that the initially-proposed 345 kV project from Amarillo to 10 

Lubbock could be deferred with the addition of the power system stabilizers.  This 11 

reduced the total cost of the required network upgrades from almost $150 million 12 

to approximately $11.4 million. 13 

  In addition to the above, SPS also reviews NTCs to determine if the costs 14 

of such facilities have been appropriately allocated.  An example relates to an 15 

NTC that included the addition of a second transformer at the Hitchland 16 

substation.  SPS believed the second transformer was not needed to support the 17 

reliability or growth of SPS’s customers located in the area, but was identified for 18 

projected wind resources to be interconnected.  Thus, SPS asserted that the cost of 19 



Case No. 13-00____-UT 
Direct Testimony 

of 
William A. Grant 

 
 

  
53 

this transformer should not be borne by its customers but should be uplifted to the 1 

region.  This issue was raised to the SPP Board of Directors in October 2011.  The 2 

SPP Board of Directors agreed with SPS’s position and granted a waiver for the 3 

cost of the transformer to be borne by the region instead of direct assigned to the 4 

SPS Zone. 5 
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VII. BENEFITS OF SPS’S CONTINUED MEMBERSHIP IN THE SPP 1 

A. Production cost saving analyses required by the Stipulation. 2 

Q. Earlier in your testimony, you said SPS determined its customers have saved 3 

approximately $19.28 million through SPS’s membership in the SPP.  How 4 

and where are customers realizing these savings? 5 

A. Through SPS’s participation in the EIS Market, SPS customers benefit because 6 

SPS has the option to reduce the operation of its generation and purchase lower 7 

cost energy from the EIS Market to serve energy imbalances associated with its 8 

load.  SPS can further offer its generation into the marketplace for use on an 9 

incremental basis and collect incremental revenue from off-system sales into the 10 

market.   11 

  By replacing the generation of its own units with lower cost purchased 12 

power through the EIS Market, the costs recovered through the Fuel and 13 

Purchased Power Cost Adjustment Clause (“FPPCAC”) are reduced significantly.  14 

Any revenues created by any economy sales that SPS is able to make through the 15 

EIS Market are also flowed through the FPPCAC for SPS customer benefits.  16 

Q. Please describe the analysis SPS undertook to arrive at the $19.28 million 17 

production cost savings and revenues as a result of SPS’s membership in the 18 

EIS Market. 19 
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A. To determine the production cost savings resulting from SPS’s activity in the EIS 1 

Market from February 2010 to November 2012, SPS needed to determine what 2 

the costs would have been for purchases and sales during the time frame absent 3 

the EIS Market.  The difference between the two scenarios represents the savings 4 

achieved.  To determine the “costs” for the purchases, SPS stacked the purchases 5 

on a priority basis since EIS Market purchases come last, i.e., after bi-lateral 6 

purchases. In particular, SPS stacked all the day-ahead purchases, and then the 7 

real time purchases sales, including those from the EIS Market.  After the order 8 

was determined, SPS used GenTrader® to calculate the avoided costs of those 9 

purchases.  GenTrader showed additional production costs (and thus savings) 10 

through purchases during this period of $31.4 million dollars, which includes 11 

$15.3 million through the EIS Market.  12 

                        For sales, the “costs” associated with not making them was the lost margin 13 

from these sales during the time frame.  Thus, SPS went back and removed the 14 

margins gained from the sales to arrive at a total cost of sales during this time 15 

frame absent the EIS Market.  SPS sales during this period were $25.7 million, 16 

which includes $3.96 million of margins gained through the EIS Market. 17 

                        SPS then added together the costs of the purchases and sales absent SPS’s 18 

EIS Market participation and compared that to the actual costs for both through 19 
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the EIS Market.  The difference between the two scenarios of costs was $19.28 1 

million. Thus, a total economic benefit of $19.28 million during this time period 2 

resulted from the EIS Market. 3 

Q. Please describe the analysis SPS undertook to arrive at the $43.7 million 4 

production cost savings and revenue estimate that will result on a going 5 

forward basis as a result of SPS’s membership in the EIS Market. 6 

A. Utilizing a ProSym model with the forward gas prices and the forward SPP 7 

prices8, SPS performed an estimated production cost savings from purchases and 8 

sales in the market for the remainder of the Interim Period. The results cover a 9 

period from December of 2012 to February of 2015 and show an estimated 10 

production benefit of $43.7 million for activity during this period. Recall that the 11 

Integrated Marketplace is scheduled to become effective in March of 2014.  Thus, 12 

the forward-looking estimate is higher than what has been achieved under the EIS 13 

Market alone, since under the IM the DA market and the centralized generation 14 

                                                
8 SPP forward market power prices are developed using fundamentally-based forecasts from 

Wood Mackenzie and IHS CERA.  The forward price forecast for SPP is based on the average of the 
implied heat rates from the Wood Mackenzie and CERA forecasts multiplied by the NYMEX natural gas 
futures price. Information about IHS CERA and Wood Mackenzie can be found on their respective 
websites: 

 
IHS CERA: www.ihscera.com 
Wood Mackenzie: www.woodmacresearch.com 
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unit commitment will further optimize the use of generation resources within the 1 

SPP footprint.  2 

Q. Explain further the incremental benefit to the SPS customers from the DA 3 

market. 4 

A. The DA market will not only provide opportunity to facilitate the purchasing and 5 

selling in the market to supplement the bi-lateral activity, it also serves to firm up 6 

transactions which will benefit on the unit commitment. Many of the purchases 7 

mentioned in the backward-looking production cost savings analysis were non-8 

firm transactions, which would be backed up by reserves pursuant to SPP criteria. 9 

In the DA market, transactions will be considered firm and financially binding.  10 

B. Other cost-saving benefits continue as a result of SPS’s 11 
participation in the SPP. 12 

Q. In addition to the production cost savings achieved since the February 2nd 13 

Order and the estimate on a prospective basis, what other cost-saving 14 

benefits do you envision resulting from SPS’s continued participation in the 15 

SPP? 16 

A. The Certification identified other cost-saving benefits resulting from the SPS 17 

membership in the SPP.  Those benefits were: 18 

 Cost savings resulting from the contingency reserve sharing agreement with 19 

SPP members. 20 
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 Cost savings resulting from reduced capacity from SPS’s participation in the 1 

SPP reserve-sharing group. 2 

 Labor cost savings resulting from the SPP acting as the regional transmission 3 

planning coordinator, processing wholesale generation interconnection 4 

requests, and processing firm transmission service requests. 5 

Each of these will continue on a prospective basis, as discussed further below. 6 

(1) Savings from the SPP contingency reserve sharing agreement  7 

Q. Why will SPS’s customers continue to experience cost savings as a result of 8 

the SPP contingency reserve sharing agreement? 9 

A. As part of providing reliable electric service, SPS and other utility BAs maintain 10 

contingency reserves to restore system balance between generation and load in the 11 

event of a sudden resource outage. It would be quite expensive for each BA to 12 

provide full backup for the generating resources within its boundaries.  The BA is 13 

able to decrease the amount of contingency reserve required by pooling reserves 14 

under a reserve sharing arrangement.   15 

  Absent the reserve sharing agreement, SPS would need to provide 16 

contingency reserves to account for an unplanned outage of its Tolk generation 17 

facility, which is 540 MW, half of which needs to be spinning reserves.  This 18 

means that 540 MW would need to be in place, and 270 would need to be 19 
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spinning (i.e., using fuel), but not generating electricity or being dispatched to 1 

respond to an outage at Tolk or another larger unit on the SPS system.   2 

  With the SPP reserve sharing agreement, the reserve sharing group 3 

members collectively respond to an unplanned outage of generators on SPS’s or 4 

any transmission providers’ system within the SPP region.  As a result, SPS is 5 

responsible for only a portion of the contingency reserve it would otherwise be 6 

required to meet NERC reliability criteria.  The Certification noted that the 7 

reserve sharing agreement resulted in SPS needing to obtain 140 – 180 MW of 8 

contingency reserve.   9 

Q. What types of cost savings will SPS’s customers experience as a result of the 10 

SPP reserve sharing group agreement? 11 

A. There are two types of cost savings SPS and its customers experience.  The first is 12 

a reduction in fuel and start up costs associated with maintaining sufficient 13 

contingency reserves.  The second is the reduction in procuring a lower amount of 14 

capacity margin.   15 

Q. With regard to the first type of cost savings, what amount do you estimate 16 

SPS’s customers will save through lower fuel and start up costs associated 17 

with maintaining sufficient contingency reserves? 18 
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A. As noted earlier, absent the reserve sharing agreement, SPS would be required to 1 

procure 540 MW in contingency reserves.  With the reserve sharing agreement, 2 

that amount is roughly 180 MW.  The reduction of 360 MW is the amount saved, 3 

which directly translates into avoided start up and fuel cost savings.   4 

To provide an estimate the savings resulting from avoided start up and fuel 5 

costs, SPS performed a production cost study with two different reserve 6 

requirements for 2014, One reserve requirement was for 540 MW, which would 7 

be required for SPS as a stand alone BA to cover the loss of the largest unit (either 8 

of the Tolk units) and the other requirement was for 178 MW, which represented 9 

the amount of reserves SPS anticipates carrying in 2014 under the reserve sharing 10 

agreement. The results showed annual savings of $80.9 million dollars.  The 11 

major change in the $135 million in savings estimated for 2009 in the 12 

Certification is the drop in projected natural gas prices at a range of 13 

$3.19/MMBTU to $3.82/MMBTu for 2014 as compared to an average of $9.16 14 

MMBTU used in the 2008 study.  15 

Q. What amount do you estimate SPS’s customers will save through the need to 16 

procure a reduced amount of contingency reserves? 17 

A. In addition to the reduction in costs for avoiding spinning reserve capacity on the 18 

SPS system and reduced start-up costs for supplemental reserve capacity, 19 
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membership in the contingency reserve sharing agreement also reduces the 1 

capacity margin SPS is required to provide to meet NERC standards.  Under 2 

NERC reliability standards, a BA would have to replace the contingency reserves 3 

within 90 minutes after the end of a disturbance period following the trip of 4 

generation unit. For SPS to have enough resources to restore the contingency 5 

reserves of 540 MW instead of the 180 MW after the trip, it would have to carry 6 

approximately 360 MW more of planning reserves.    7 

To determine the savings attributable to the reduced capacity margin, it is 8 

necessary to determine how much the incremental 360 MW of planning reserves 9 

would cost to procure.  Based on current levelized capacity market prices of 10 

$7.63/kw month, the savings achieved by avoiding procuring 360 MW is 11 

approximately $2.747 million a month or $32.96 million on an annual basis. 12 

(2) SPS’s labor cost savings due to SPP services 13 

Q. Earlier, you listed cost savings from the SPP acting as the regional 14 

transmission planning coordinator, processing wholesale generation 15 

interconnection requests, and processing firm transmission service requests.  16 

In your opinion, will SPS’s customers continue to experience those cost 17 

savings? 18 

A. Yes. 19 
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Q. What are the estimated labor cost savings SPS’s customers will experience as 1 

a result of the SPP performing transmission planning for its members such 2 

as SPS? 3 

A. The Certification cited SPS’s testimony that in order for SPS to replicate the 4 

transmission planning performed by the SPP, SPS would need to incur $333,000 5 

per year to perform transmission planning for the SPS system.  In addition, the 6 

Stipulation noted the SPP develops regional transmission engineering models that 7 

SPS uses in powerflow studies and dynamic stability studies.  If SPS were 8 

required to complete those studies on its own, the cost of these studies would be 9 

in excess of $100,000 a year.  These assumptions remain true today. 10 

Q. What are the estimated labor cost savings SPS’s customers will experience as 11 

a result of the SPP processing wholesale generation interconnection 12 

requests? 13 

A. When wholesale generation interconnection requests are processed, three 14 

sequential studies are performed.  SPP performs the first two studies, i.e., the 15 

Feasibility and System Impact Study.  SPS performs the last study, which is the 16 

Facilities Study. At the time, SPS noted if the SPP were not involved in the 17 

generator interconnection process, SPS would need a minimum of three additional 18 

planning engineers to perform the Feasibility and System Impact Studies, at a cost 19 
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of approximately $250,000 per year, as well as increased contract management, 1 

regulatory, and legal support to facilitate the execution of interconnection 2 

agreements with generation developers. SPS still estimates it would need a 3 

minimum of three additional planning engineers to fulfill SPP’s role in processing 4 

these requests. 5 

Q. Why will the labor cost savings continue for SPS’s customers as a result of 6 

the SPP processing all long-term firm transmission service requests? 7 

A. The SPP RTO studies all long-term firm transmission service requests in a given 8 

time period in an SPP Aggregate Transmission Service Study.  The SPP RTO 9 

targets three studies for transmission service per year.  The studies identify 10 

network transmission upgrades required to support the requested service, and the 11 

required in-service dates for the projects.  By SPP performing these functions, 12 

SPS New Mexico retail customers benefit by reduced internal labor costs and 13 

outside consulting costs that would otherwise be required.  These benefits were 14 

similarly recognized in the Certification. 15 

Q. If SPS was fully administering the Xcel OATT instead of SPP providing 16 

tariff and scheduling services, would SPS incur additional labor coat? 17 
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A. Yes, SPS would have to hire additional accounting and tariff administration 1 

personnel to administer and account for the tariff charges. SPS estimates that an 2 

additional $295,000 per year to perform these task. 3 

Q.  In addition to the cost-saving benefits resulting from the SPS’s continued 4 

participation in the SPP, will SPS experience qualitative benefits? 5 

A.  Yes. There are several qualitative benefits derived from SPS’s continued 6 

membership in the SPP. These benefits include increased reliability, more 7 

efficient use of existing transmission and generation assets, increased access to 8 

external generation and load, and increased regional transmission planning and 9 

expansion coordination.  These benefits were also recognized in the Certification.   10 

Q. Can you provide an example to further illustrate the increased reliability and 11 

more efficient use of generation assets through membership in the SPP? 12 

A. Yes. SPS is scheduled to have two 345kV tie lines in service by summer of 2014. 13 

The two new lines are part of the Balanced Portfolio and the Priority Projects. 14 

These lines will strengthen the connection of SPS to the Eastern Interconnection. 15 

SPP has performed a stability analyses for the SPS system with and without these 16 

two lines. The results of this study show that beginning in 2018 the two lines 17 

would help support the forecasted 550 MW load increase on the SPS transmission 18 

system while also providing for an additional import capability of 550 MW.  The 19 
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increase in the import/export capability will provide greater access to the rest of 1 

the interconnection, which will increase market access and provide increased 2 

reliability to the region.  3 
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VIII. ADDITIONAL COSTS OR OTHER BURDENS RELATED TO SPS’S 1 
CONTINUED PARTICIPATION IN THE SPP RTO 2 

Q.  The Stipulation required SPS to document any additional costs or other 3 

burdens related to SPS’s continued participation in the SPP. What costs does 4 

SPS incur as a result of its membership in the SPP? 5 

A.  SPP assesses transmission owners a Schedule 1 Administrative Rate, which is 6 

designed to recover the SPP’s operating and debt service costs, with adjustments 7 

for any over-collections or under-collections.  The administrative fee relates to 8 

several services provided by SPP, including reliability coordination, tariff 9 

administration, and seams agreements.  The fee is annually set by the SPP Board 10 

of Directors based on the preceding year’s anticipated budget, including 11 

reconciliation from the previous year’s over-or-under-collection. The fee is 12 

assessed based upon transmission services purchased or provided pursuant to the 13 

SPP Tariff.   14 

Q. What was the SPP administrative fee for 2011 and 2012? 15 

A. The fees were: 16 

 17 
Year Fee 
2011 $0.21/MWH 
2012 $0.255/MWH 

 18 

Q. How does SPP collect these administrative fees? 19 
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A. SPP collects these fees through Schedule 1-A of its OATT.  1 

Q. What is the SPP administrative fee for 2013? 2 

A. The SPP Board of Directors approved a fee of $0.315 per MWH for 2013.  This 3 

increased amount reflects the Entergy Operating Companies decision to transfer 4 

the Independent Coordinator of Transmission (“ICT”) function from the SPP to 5 

MISO.  6 

Q. What is the estimated administrative fee for 2014? 7 

A.  The estimated cost for 2014 is $0.37 per MW per hour.  As reported in the SPP 8 

Finance Committee report, the fees were based on the projected costs based on the 9 

estimated numbers of employees and the cost of providing services. The SPP 10 

Finance Committee report indicated a leveling of fees around the $0.37 since the 11 

increase has been based on increases due to the market start and increased 12 

planning activities. 13 

Q. In addition to the administrative fee, what other costs does SPS incur as a 14 

member of the SPP? 15 

A. As noted above, SPP collects and allocates revenue for transmission funding. SPP 16 

administers the process through the methodologies contained in Attachment J of 17 

the SPP OATT and recovers the revenue through the resulting Schedule 11 18 

charges under the SPP OATT.  SPP collects both the zonal and any regionally 19 
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allocated costs under Schedule 11.  SPP then distributes this revenue to the 1 

Transmission Owners in accordance with their respective Attachment J.  2 

  In addition, SPS can be assessed charges and earn revenues through its 3 

participation in the EIS Market.  SPS Witness Ruth M. Sakya addresses costs 4 

related to the SPP membership further in her testimony. 5 
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IX. SPS’s REQUESTS OF THE COMMISSION 1 

Q. What relief is SPS requesting from the Commission in this case? 2 

A. SPS asks the Commission to grant the following relief:  3 

(1) find that SPS’s Interim Report satisfies SPS’s reporting obligation under 4 

Section 4 of the Stipulation; 5 

(b) find that the benefits resulting from SPS’s participation in the SPP 6 

membership outweigh the costs of such participation and support SPS’s 7 

participation in the SPP on a permanent basis; and 8 

(c) grant SPS permanent approval to participate in the SPP, including the 9 

transfer of SPS’s retail load to the SPP OATT.  10 



Case No. 13-00____-UT 
Direct Testimony 

of 
William A. Grant 

 
 

  
70 

X. CONCLUSION 1 

Q. Are Attachments WAG-1 through WAG-5 true copies of the documents you 2 

have represented them to be? 3 

A. Yes. 4 

Q. Does this conclude your pre-filed direct testimony? 5 

A. Yes. 6 
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