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I. WITNESS IDENTIFICATION AND QUALIFICATIONS 1 

Q. Please state your name and business address. 2 

A. My name is Ruth M. Sakya.  My business address is 1400 Ducale Drive SE, Rio 3 

Rancho, New Mexico 87124. 4 

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

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

Mexico corporation (“SPS”) and electric utility subsidiary of Xcel Energy Inc. 7 

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

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 Manager, Regulatory Policy.  11 

Q. Please briefly outline your responsibilities as Manager, Regulatory Policy. 12 

A. I am responsible for determining the appropriate regulatory policy for SPS.  In 13 

this role, I direct and prepare comments, testimony, and briefing materials for 14 

policy matters impacting SPS.  Among my responsibilities are involvement with 15 

SPS’s Southwest Power Pool (“SPP”) and related reliability matters before the 16 
                                                

1  Xcel Energy is the parent company of the following four wholly owned 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; and SPS. Xcel 
Energy’s natural gas pipeline subsidiary is WestGas InterState, Inc. 
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New Mexico Public Regulation Commission (“Commission”) and the Public 1 

Utility Commission of Texas (“PUCT”).  In carrying out my responsibilities 2 

regarding these matters, I have become familiar with the Commission’s rules 3 

affecting these areas,  the Public Utility Act (“PUA”),2 and related federal rules 4 

and statutes.  5 

Q. Please describe your educational background. 6 

A. I graduated from the University of Wyoming in 1998 with a Bachelor of Science 7 

degree in Finance and, in 2001, with a Master of Science degree in Finance, with 8 

an emphasis in Regulatory Economics.  I have completed the coursework and 9 

successfully passed the qualifying exams for a Ph.D. in Public Affairs from the 10 

University of Colorado, Denver. 11 

                                                
2  NMSA 1978, Sections 62-3-1, et seq. 
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Q. Please describe your professional experience. 1 

A. I began my career in 1999 as an intern with the Illinois Commerce Commission 2 

and in 2000 joined the PUCT as a Senior Policy Analyst.  I have held various 3 

other positions, including Rate Analyst at a multijurisdictional electric and gas 4 

utility, and Senior Analyst and Supervising Analyst with a consulting firm 5 

specializing in services to regulatory agencies and municipal entities.  In 2004, I 6 

accepted a position with Xcel Energy Services Inc. (“XES”) as Senior Rate 7 

Analyst.  In 2007, I accepted a position with XES as Manager, Regulatory Policy.  8 

Beginning January 1, 2012, my position as Manager, Regulatory Policy was 9 

transferred to SPS where my job responsibilities continue to be the same as they 10 

have been since 2007. 11 

Q. Have you testified before any regulatory authorities?  12 

A. Yes.  I have testified before the Commission, PUCT, and Colorado Public 13 

Utilities Commission on a variety of issues, among them SPP regulatory 14 

accounting issues, ratemaking issues, and utility commission’s authority over 15 

SPS’s operations.   16 
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II. ASSIGNMENT AND SUMMARY OF RECOMMENDATIONS 1 

Q. What is your assignment in this proceeding? 2 

A. As part of the Uncontested Stipulation in Case No. 07-00390-UT (“Stipulation”), 3 

SPS is required to file an Interim Report.3  As part of that Interim Report, SPS is 4 

required to provide details about various costs associated with its continued 5 

participation in the SPP.  Consistent with this requirement, I will address SPS’s 6 

costs and off-setting revenues associated with its participation in the SPP and how 7 

those costs and revenues are treated for ratemaking purposes.   8 

Additionally, I address the North American Electric Reliability 9 

Corporation (“NERC”) fees SPS pays to the SPP Regional Entity (“RE”); the 10 

Commission’s authority regarding the transmission-related and generation-related 11 

components of SPS’s bundled New Mexico retail revenue requirement  and the 12 

protection of SPS’s New Mexico retail customers; and certain reporting and 13 

notification requirements under the Stipulation. 14 

Q. Please summarize the conclusions and recommendations in your testimony.  15 

A. Consistent with the Commission-approved Stipulation, SPS presents the costs and 16 

revenues associated with its participation in the SPP, and the costs associated with 17 

the SPP’s function as RE.  My discussion of these costs and benefits, in 18 

conjunction with SPS witness Mr. Grant’s testimony, demonstrates that SPS’s 19 
                                                

3  SPS witness William A. Grant provides a copy of the Stipulation as his Attachment WAG-1.   
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New Mexico retail customers have benefited, and will continue to benefit, from 1 

SPS’s participation in the SPP. 2 

In addition, I demonstrate that SPS’s participation in the SPP will not 3 

diminish the Commission’s ratemaking and regulating authority over SPS, thus 4 

confirming the Commission’s continued ability to protect New Mexico retail 5 

customers. 6 
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III. SPP-RELATED CHARGES AND REVENUES  1 

Q. What topics do you cover in this section of your testimony? 2 

A. In this section, I identify SPS’s charges and revenues from the SPP associated 3 

with wheeling; quantify these charges and revenues for 2013 and 2014 (the final 4 

two years of the Interim Report period); and discuss the ratemaking treatment of 5 

these charges and revenues.   6 

Q. Please briefly discuss the wheeling activities that are the basis for the 7 

expenses and revenues discussed in this section.   8 

A. The wheeling expenses and revenues I discuss are associated with SPS’s 9 

participation in the SPP.  SPS witness William A. Grant discusses SPS’s 10 

participation in the SPP in detail in his testimony.  SPS is a member of the SPP 11 

regional transmission organization (“RTO”) and provides transmission service as 12 

part of the SPP.   The Federal Energy Regulatory Commission (“FERC”) oversees 13 

RTOs and approves their Open Access Transmission Tariffs (“OATT”).  Thus, 14 

SPS provides transmission service under FERC-approved tariffs. 15 

Q. What is “wheeling”? 16 

A. Wheeling refers to the transfer of electric power by use of the transmission 17 

network of one utility for the benefit of a transmission customer, such as another 18 

utility or independent power generator.  Wheeling is also commonly referred to as 19 

transmission service and is provided under a FERC-approved OATT.  OATTs set 20 
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out the terms and conditions of service and charges to customers, for transmission 1 

services.  The two most common types of transmission service are point-to-point 2 

and network service.    3 

Q. Please describe point-to-point transmission service. 4 

A. Point-to-point transmission service occurs when a transmission system owner 5 

transports electric power for a transmission customer between a specific point of 6 

entry into the transmission owner’s system and a specific point of exit.  For 7 

example, if a seller delivers power to a transmission owner at a specific 8 

transmission interconnection point (e.g., the Oklahoma interconnection) and asks 9 

the transmission owner to deliver that power to a buyer at another specific 10 

transmission interconnection point (e.g., the New Mexico interconnection) then 11 

the transmission owner has provided point-to-point transmission service from the 12 

Oklahoma interconnection to the New Mexico interconnection. 13 

Q. What is network transmission service? 14 

A. Network transmission service occurs when a transmission customer has use of a 15 

utility’s entire transmission system, and not just specific points of entry and exit.  16 

For example, in a situation where a rural electric cooperative is connected with a 17 

utility at five interconnection points and purchases its power from three 18 

generators from all or any of those points.  If this cooperative uses network 19 

service, the utility uses its transmission system to deliver the power produced by 20 
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any of the three generators to the five interconnection points.  Network 1 

transmission service is normally either paid for on a load ratio share basis or 2 

monthly coincident peak basis.  This means that both the host utility and the 3 

transmission customers pay for the total transmission system based upon their 4 

percentage of the total system load or their contribution to the monthly coincident 5 

peak.     6 

Q. Does another SPS witness describe the SPP OATT? 7 

A. Yes.  SPS witness Mr. Grant’s discusses the SPP OATT. 8 

Q. Where are SPS’s transmission wheeling expenses recorded? 9 

A. The majority of SPS’s transmission wheeling expenses are recorded in FERC 10 

Account 565, which includes amounts payable to others for the transmission of 11 

electricity purchased by SPS.  The SPP administrative fees are recorded in FERC 12 

Accounts 561.4, 561.8, and 575.7.  These expenses are handled through SPS’s 13 

base rates.   14 

In addition, the energy-related charges and revenues are recorded in FERC 15 

Account 555 and the New Mexico retail share of the net balance is recovered or 16 

returned through SPS’s fuel in base and fuel and purchased power adjustment 17 

clause (“FPPCAC”).  I will first discuss the base rate components (expenses and 18 

revenues) and then address the energy-related charges and revenues. 19 
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A. Transmission Service Charges – Base Rate Recovery 1 

Q. Please describe the transmission expenses recorded in FERC Account 565 2 

that SPS incurs under the SPP OATT. 3 

A. SPS incurs several types of transmission-expenses under the SPP OATT, which 4 

are recorded in FERC Account 565.  I categorize these wheeling expenses as 5 

follows: 6 

 Wholesale Sales, which contain wheeling expenses related to power sales 7 
by SPS to other wholesale entities, which may be other investor-owned 8 
utilities, municipal utilities, or electric cooperatives.  For example, if SPS 9 
purchases network transmission service from the SPP for SPS’s wholesale 10 
power sale to Farmers’ Electric Cooperative, Inc., SPS’s retail customers 11 
should not pay these costs.  Accordingly, SPS allocates 100% of the 12 
wheeling costs associated with wholesale sales to the wholesale 13 
jurisdiction. 14 

 Retail, which contain all of the costs the SPP charges to SPS under the 15 
SPP OATT for Retail FERC Assessments (Schedule 12) and transmission 16 
infrastructure costs.  The FERC Assessments are delineated between retail 17 
and wholesale charges, with the retail portion allocated between SPS’s 18 
two retail jurisdictions.  The wholesale charges are included in the 19 
Wholesale Sales category.  The transmission infrastructure costs are 20 
needed for transmission reliability.  Similar to the wholesale assessments, 21 
transmission infrastructure assessments are included in the Wholesale 22 
Sales category.  SPS allocates these costs between its two retail 23 
jurisdictions using a transmission allocator. 24 

 Purchases, which contain wheeling expenses related to wholesale power 25 
purchases made by SPS for the benefit of all of its customers.  For 26 
example, in the past, SPS purchased power from an Exelon Generation 27 
Company, LLC generator in Oklahoma, and paid the SPP for 28 
point-to-point transmission service to wheel the power into the SPS 29 
control area.  Given that transmission costs in this category benefit all of 30 
SPS’s customers, SPS allocates these costs to all of its jurisdictions using 31 
a production allocator.   32 
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 Transmission, which contains charges for reserve sharing events, is 1 
needed for transmission reliability.  The transmission costs benefit all of 2 
SPS’s customers and, thus, SPS allocates the costs to all of its jurisdictions 3 
using a transmission allocator. 4 

Q. Please describe the retail FERC assessment costs recorded in FERC Account 5 

565.  6 

A. FERC is a self funded regulatory agency and requires RTOs to assess charges to 7 

their customers.  As I mentioned earlier, SPS segregates the FERC Assessments 8 

between retail and wholesale charges, with the retail portion allocated between 9 

SPS’s two retail jurisdictions (New Mexico and Texas).  The wholesale charges 10 

are included in the Wholesale Sales category.   11 

Q. Please describe the SPP transmission infrastructure costs recorded in FERC 12 

Account 565.  13 

A. Transmission infrastructure costs are incurred by SPS as a result of the SPP’s 14 

transmission expansion plan.  In addition, the transmission infrastructure costs 15 

include the balanced portfolio transfer payments, which began in October, 2012.  16 

Mr. Grant discusses these costs in more detail in his testimony.  17 

Q. How are transmission infrastructure costs accounted for in SPS’s base rates? 18 

A. As I mentioned earlier, SPS segregates these costs between retail and wholesale.  19 

The retail component of the transmission infrastructure is allocated between 20 

SPS’s two retail jurisdictions, while the wholesale component is direct assigned to 21 
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the FERC jurisdiction.  Later in my testimony, I will describe how a revenue 1 

credit is applied against the revenue requirement to reflect revenues received from 2 

the SPP for the SPP transmission investment projects.  3 

Q. Please briefly describe the charges related to reserve sharing. 4 

A. SPS participates in the SPP’s reserve sharing group, allowing SPS to minimize 5 

costs by effectively coordinating the use of generation resources at the time of an 6 

emergency, thereby minimizing the required level of contingency reserve for each 7 

member.  Because these costs are related to transmission reliability and benefit all 8 

of SPS’s customers, SPS allocates the costs to all of its jurisdictions using a 9 

transmission allocator. 10 

Q. Are there other wheeling expenses not recorded in FERC Account 565 but 11 

recovered through base rates? 12 

A. Yes.  In an effort to provide more transparency regarding RTO charges, FERC 13 

created three sub-accounts and required RTOs to segregate their charges so that 14 

utilities could record RTO fees in these sub-accounts (FERC Order No. 668).  The 15 

three sub-accounts created by FERC Order No. 668 as described in the Uniform 16 

System of Accounts are: 17 

 FERC Account 561.4 – Scheduling, System Control and Dispatching 18 
Services 19 

This account shall include the costs billed to the transmission 20 
owner, load serving entity, or generator for scheduling, system 21 
control, and dispatching service.  Include in this account 22 
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service billings for system control to maintain the reliability of 1 
the transmission area in accordance with reliability standards, 2 
maintaining defined voltage profiles, and monitoring 3 
operations of the transmission facilities. 4 

 FERC Account 561.8 – Reliability Planning and Standards Development 5 
Services  6 

This account shall include the costs billed to the transmission 7 
owner, load serving entity, or generator for system planning of 8 
the interconnected bulk electric transmission system.  Include 9 
also the costs billed by the regional transmission service 10 
provider for system reliability and resource planning to 11 
develop long-term strategies to meet customer demand and 12 
energy requirements.  This account shall also include fees and 13 
expenses for outside services incurred by the regional 14 
transmission service provider and billed to the load serving 15 
entity, transmission owner, or generator. 16 

 FERC Account 575.7 – Market Administration, Monitoring and 17 
Compliance Services  18 

This account shall include the costs billed to the transmission 19 
owner, load serving entity, or generator for market 20 
administration, monitoring, and compliance services.   21 

The SPP collects its costs through Administration Fees under Schedule 22 

1-A of the SPP OATT and a Monthly Assessment under the SPP Bylaws.  SPS 23 

has separated these fees and assessments into similar categories (Retail, 24 

Wholesale Sales, Purchases, and Transmission) as the wheeling costs (other than 25 

the FERC Assessments) recorded in FERC Account 565, and identified the fees 26 

related to SPS’s retail service.  SPS allocates the retail component of these costs 27 

between its retail customers.   28 

Q. Has SPS quantified the base rate costs of SPS’s participation in the SPP? 29 
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A. Yes.  Please refer to Attachment RMS-1, where I have provided SPS’s total 1 

projected SPP costs for 2013 and 2014.  2 

Q. How were the 2013 and 2014 wheeling expenses derived? 3 

A. The majority of these wheeling expenses come from SPS’s October 2012 4 

corporate budget.  SPS has also made a limited number of adjustments to the 5 

budget to reflect known changes in circumstances since the development of the 6 

budget. 7 

Q. Please discuss the budget adjustment. 8 

A. SPS made the following rate case adjustments to the budget:  (i) the transmission 9 

base plan upgrades were calculated using recent information from the SPP; and 10 

(ii) transmission reserve sharing costs were included at historic levels. 11 

Q. With regard to your first adjustment, please explain the adjustment to the 12 

Base Plan Upgrade costs. 13 

A. The SPP Base Plan Upgrade charges were adjusted to reflect the 2013 revenue 14 

requirements assigned to the SPS zone by the SPP.  Attachment RMS-2 presents 15 

the calculation.  Mr. Grant discusses SPP Base Plan Upgrades and how SPP 16 

charges for them under the SPP OATT in more detail.      17 

Q. With regard to your adjustment, what adjustments were made to the 18 

transmission reserve sharing expenses? 19 
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A. The budget does not include transmission reserve sharing, because SPS is unable 1 

to accurately forecast the expenses on a monthly level.  However, SPS does incur 2 

reserve sharing expenses each year.  To determine the 2013 and 2014 levels of 3 

expenses, the actual expenses incurred in the 12-months ended June 30, 2012 (the 4 

historic base period used in SPS’s pending rate case, Case No. 12-00350-UT) 5 

were used as a surrogate. 6 

B. Transmission Service Revenues – Base Rates 7 

Q. Do SPS’s base rates also reflect revenues from transmission service? 8 

A. Yes.  Similar to wheeling costs incurred, SPS receives revenues from its provision 9 

of transmission service.  These revenues are recorded in the FERC Account 456 10 

series of accounts, specifically FERC Accounts 45605, 45606, 45607, 45609, 11 

45612, 45614, 45616, 45622, 45624, 45626, 45628, 45669, 45671, and 45673. 12 

Q. Please describe the transmission revenues recorded in FERC Account 45605, 13 

45606, and 45607. 14 

A. FERC Accounts 45605, 45606, and 45607 reflects revenues SPS receives for 15 

providing transmission service.  The network portion of these revenues is 16 

eliminated from the cost of service because these revenues relate to revenues 17 

received from wholesale network transmission customers and network 18 

transmission customer loads are included in the transmission jurisdictional cost 19 

allocation (i.e., costs attributable to these customers are allocated to them through 20 
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the jurisdictional allocators).  However, the point-to-point portion of the revenues 1 

are credited to each jurisdiction SPS serves (New Mexico retail, Texas retail, and 2 

FERC) based upon a 12-coincident peak (“CP”) transmission demand allocator to 3 

match how investment costs are allocated to each jurisdiction. 4 

Q. What revenues are recorded in FERC Account 45609? 5 

A. FERC Account 45609 contains revenues from the SPP associated with directly 6 

assigned transmission projects and from wholesale customers for metering 7 

facilities.  Currently, SPS’s only direct assigned transmission projects under the 8 

SPP OATT are the radial transmission lines.  SPS directly assigns the costs 9 

associated with these radial transmission lines to its wholesale customers, so these 10 

facilities are not included in SPS’s transmission plant in retail base rate 11 

proceedings.  Similarly, SPS directly assigns the costs associated with metering 12 

wholesale loads to its wholesale customers.  The revenues are directly assigned to 13 

wholesale. 14 

Q. Please describe the revenues recorded in FERC Accounts 45612, 45671, and 15 

45614. 16 

A. Schedule 1 revenues are recorded in FERC Accounts 45612 and 45671 and 17 

Schedule 2 revenues are recorded in FERC Account 45614.  Schedule 1 is entitled 18 

Scheduling, System Control and Dispatch Service.  Schedule 2 is entitled 19 

Reactive Supply and Voltage Control from Generation Sources Service.  FERC 20 
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considers both of these services to be necessary services when providing 1 

transmission service and, thus, has termed them ancillary transmission services.  2 

Each time transmission service is provided to a transmission customer, both 3 

Schedule 1 and Schedule 2 services are also provided to that customer.  4 

Therefore, transmission revenues and ancillary service revenues tend to go hand 5 

in hand. 6 

Q. How are Schedule 1 revenues treated in the cost of service? 7 

A. The network portion of these revenues is treated identical to that of transmission 8 

service, and is eliminated from the cost of service because these revenues are 9 

related to SPS’s wholesale jurisdiction and the network customers that are 10 

included in the transmission jurisdictional allocators.  The point-to-point portion 11 

of the revenues are credited to each jurisdiction SPS serves (New Mexico retail, 12 

Texas retail, and FERC) based upon a 12-CP transmission demand allocator that 13 

matches how investment costs are allocated to each jurisdiction. 14 

Q. How are Schedule 2 revenues treated in the cost of service? 15 

A. Reactive Power within the power factor deadband (.95 leading to .95 lagging) is 16 

considered a requirement for all generators for which there is no specific 17 

compensation under Schedule 2.  Compensation is provided for Reactive Power 18 

specifically provided and needed outside of the deadband.  That is, under 19 

Schedule 2, SPS receives compensation when it provides reactive power outside 20 
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of the specified deadband.  The Schedule 2 revenues are allocated among the 1 

jurisdictions using a production allocator because SPS’s generators are used to 2 

supply reactive power.   3 

Q. Please describe the revenues recorded in FERC Accounts 45616, 45622, 4 

45624, 45626, and 45628. 5 

A. These FERC Accounts capture costs that are assigned to SPS’s wholesale 6 

customers. Specifically, FERC Account 45616 includes Schedule 3, Regulation 7 

and Frequency Response Service, which is necessary to provide continuous 8 

balancing of resources (generation and interchange) with load, and maintenance 9 

of scheduled interconnection frequency at sixty cycles per second.  Schedule 5 10 

revenues are included within FERC Account 45622.  These revenues are related 11 

to Spinning Reserve Service, which is needed to serve load immediately in the 12 

event of a system contingency.  Spinning Reserve Service may be provided by 13 

generating units that are on-line and loaded at less than maximum output.  FERC 14 

Account 45624 includes revenues for Schedule 6, which is Supplemental Reserve 15 

Service.  This service is needed to serve load in the event of a system 16 

contingency.  FERC Account 45626 includes FERC Assessment revenues 17 

received from wholesale customers.  Finally, FERC Account 45628 includes 18 

generation step-up revenues received from wholesale customers.  All of these are 19 
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revenues associated with wholesale network transmission customers and 1 

therefore, SPS has direct assigned them to its wholesale jurisdiction.   2 

Q. What revenues are recorded in FERC Accounts 45669 and 45673? 3 

A. Revenues associated with Base Plan Upgrades are recorded in FERC Accounts 4 

45669 and 45673 and SPS revenue credits these expenses. 5 

Q. What are SPS’s projected 2013 and 2014 levels of wheeling revenue? 6 

A. The wheeling revenues are summarized in Attachment RMS-3. 7 

Q. What is the source of the wheeling revenues? 8 

A. The wheeling revenues were, for the most part, derived from SPS’s October 2012 9 

corporate budget.  SPS made one adjustment to the revenues. 10 

Q. Are all of the revenues credited in the cost of service? 11 

A. No, not all of these revenues are credited against the New Mexico retail revenue 12 

requirement.  Wholesale network revenues are direct assigned to the FERC 13 

jurisdiction, consistent with the treatment of costs.  Generally speaking, the 14 

point-to-point revenues are allocated between SPS’s jurisdictions.  Attachment 15 

RMS-4 provides a summary of each revenue account and the associated cost of 16 

service treatment. 17 

Q. Please describe the adjustment made to determine the 2014 revenues. 18 

A. In Case No. 12-00350-UT, SPS increased the transmission revenues related to 19 

SPP Base Plan Upgrades, which synchronizes SPS’s requested transmission plant 20 
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additions and the associated increased SPP charges with the network SPP 1 

revenues. 2 

Q. Please describe how SPS calculated the adjustment to the 2014 SPP revenues. 3 

A. SPS began with the forecasted transmission plant data.  SPS’s Capital Asset 4 

Accounting group segregated the forecasted plant closings for Base Plan Upgrade 5 

projects.  Next, SPS used the 2013 SPS Transmission Formula Attachment O, 6 

Worksheet P, which is the Base Plan Upgrade revenue requirement section of the 7 

formula.  To that formula, SPS added the additional projects that were closing in 8 

2014 using the same carrying charge from the 2013 formula, which is the best 9 

estimate for the carrying charge available at this time. 10 

Q. Does SPS receive any other revenues from the SPP? 11 

A. Yes.  SPS receives the following revenues from the SPP: 12 

 Revenue associated with transmission service over distribution facilities.  SPS 13 
provides transmission service to several rural electric cooperatives and 14 
municipalities in its balancing area, where some of the delivery points are at 15 
distribution voltages.  These distribution facilities are assigned to the 16 
wholesale jurisdiction during base rate proceedings and, accordingly, the 17 
revenues are directly assigned to wholesale.  These revenues are recorded in 18 
FERC Account 456.01. 19 

 Revenues received from SPS’s participation in the SPP’s reserve sharing 20 
program.  When SPS receives revenue, it means that SPS provided energy to 21 
other reserve sharing members within the SPP.  These revenues are considered 22 
economy and emergency revenues that SPS shares with New Mexico 23 
ratepayers through a fuel credit, and, are therefore removed from base rates.  24 
These revenues are recorded in FERC Account 447. 25 
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C. Energy-Related Charges and Revenues Under the SPP OATT 1 

Q. How are the SPP energy-related charges and revenues settled? 2 

A. SPS’s energy-related charges and revenues are settled through the energy 3 

imbalance service (“EIS”) market on a net basis.  Mr. Grant discusses the EIS 4 

market in more detail in his testimony. 5 

  Specifically, load and resources within the SPP are subject to financial 6 

settlement of Imbalance Energy.  The SPP EIS market creates a financial 7 

settlement for Imbalance Energy (or EIS) based on the difference between the 8 

actual generation and load, and what was pre-arranged through advance 9 

schedules’ times the clearing price or locational imbalance price (“LIP”) for the 10 

energy. 11 

The SPP market settlement dollar amount associated with the imbalance 12 

energy is calculated by taking the megawatt-hour (“MWh”) volume of Energy 13 

Imbalance (“EI”) and multiplying by the LIP at the settlement point on the grid 14 

where the imbalance occurred.  For example, if the SPS load area experienced a 15 

74 megawatt (“MW”) higher actual load compared to the pre-scheduled forecast 16 

load for Hour Ending (“HE”) 1400 on a particular day, the 74 MW would be 17 

multiplied by the LIP for the SPS load settlement point for that hour (e.g., $62.44 18 

per MWh) to determine the load imbalance charge.  Similarly, if SPS had 19 

pre-scheduled to generate 500 MW at the Tolk 1 generating unit for HE 1400 on 20 
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that same day, but it actually generated 490 MW, the 10 MW imbalance would be 1 

multiplied by the LIP ($62.44 per MWh) to calculate the generator imbalance 2 

charge.  In this scenario, SPS would have purchased 74 MW on the load side for 3 

$4,620.56 (74 MW* $62.44/MWh) and purchased 10 MW on the generator side 4 

for $624.40 (10 MW * $62.44/MWh).  The imbalance amounts may be positive or 5 

negative for both generation and load volume. The short balancing positions are 6 

net payers to the long balancing positions.    7 

The SPP is responsible for accounting and settling all EIS transactions.  8 

Participants with both load and resources have the hourly imbalance settlement 9 

for both load and resources netted prior to invoicing.  The SPP calculates hourly 10 

settlements with weekly invoicing.  Invoices include eight different charge types 11 

discussed below. 12 

Q. Please provide an overview of the settlement process in the SPP EIS market.  13 

A. Currently, the SPP settles all charges and credits with market participants through 14 

eight unique charge types included in Attachment AE (Energy Imbalance Service 15 

Market) of the SPP Regional OATT.  A true and correct copy of Attachment AE 16 

to the SPP OATT is included as Attachment RMS-5.  Each market participant, 17 

including SPS, receives an initial settlement statement listing all charges by 18 

charge type seven days after each operating day.  Final settlement statements are 19 

issued 47 days after the operating day.  The SPP continues to resettle a given 20 
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operating day up to 12 more times, every 30 days after final to capture any 1 

granted disputes between market participants.    2 

The following are the types of charges used to settle within the SPP: 3 

a. Energy Imbalance.  An energy imbalance charge is calculated for each 4 
hourly settlement interval based on the difference between the scheduled 5 
and actual withdrawal of energy for load, or the difference between the 6 
scheduled and actual output of a generator. 7 

b. Disgorgement.  The purpose of the charge is to prevent the market 8 
participants from gaining market advantage by arbitraging LIP values, 9 
which is possible for those that own generation and load assets.  The SPP 10 
assesses an Over Scheduling or Under Scheduling disgorgement charge to 11 
market participants owning both generation and load assets if the market 12 
participant has a 4 percent or greater load discrepancy between the actual 13 
metered MWh value and the scheduled MWh value for a given hour and 14 
there is a deviation between the load and generator LIPs.   15 

 Over Scheduling.  Over Scheduling occurs when a market 16 
participant schedules more MW than its actual metered 17 
value for load. 18 

 Under Scheduling.  Under Scheduling occurs when a 19 
market participant schedules less MW than its actual 20 
metered value for load. 21 

c. Uninstructed Deviation (“UD”).  The SPP assesses a UD charge applied 22 
to market participants whose resources operate outside a defined operating 23 
tolerance. The operating tolerance is intended to allow the SPP to maintain 24 
the efficiency of the EIS dispatch and provide additional financial 25 
incentives for resources to perform within an acceptable range when 26 
offered for SPP dispatch.   27 

d. Revenue Neutrality Uplift (“RNU”).  For the SPP to remain revenue 28 
neutral for each hour that is settled within the EIS market, the SPP applies 29 
an uplift procedure to either recover or refund any residual dollars not 30 
accounted for under any other charge. The uplift and its application are 31 
based on each settlement location’s absolute MW hours in the same time 32 
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frame where the cause for uplift occurred. All MW hours generated, 1 
purchased, and interchanged coincident in the hour(s) in which revenue 2 
neutrality was breached are allocated a share of the uplift expense. 3 

e. Losses. These charge types are paid on through and out transactions and 4 
seeks to recover the cost of supplying electrical losses in the market. 5 
These charge types ensure that market participants pay their fair share of 6 
the cost to generate power required to cover losses. The physics around 7 
delivery of energy on transmission lines has not changed since the start of 8 
the EIS market. A market participant has the two options: to either 9 
purchase losses from the market or self-generate energy to cover losses. 10 

 Self Provided Losses.  The market participant purchases or 11 
generates additional MW to cover loss.  12 

 Financially Settled Losses. The market participant 13 
purchases losses from the market and the charge is 14 
calculated based on the MW of the transaction, the LIPs 15 
and the transmission loss percentage of each transmission 16 
provider. The SPP generated a loss matrix on a seasonal 17 
basis to reflect the losses for each Transmission Owner. 18 

f. Miscellaneous.  The Miscellaneous Charge is assessed for ad-hoc 19 
situations that occur where a charge or credit must be assessed for which 20 
there is no other applicable charge type.  This could be due to resettlement 21 
of inappropriately calculated charges from a prior bill or to reconcile 22 
settlement disputes between counterparties.  This charge type is typically 23 
zero for a given month. 24 

Q. Will the charge types change with the modifications to the EIS market Mr. 25 

Grant describes? 26 

A. Yes.  Under the new market structure, SPP will identify approximately 60 charge 27 

types.  However, these are not new charges per se.  Rather, they are a more 28 

discrete and transparent identification of existing charges. 29 

Q. Has SPS quantified the energy charges and revenues? 30 
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A. Yes.  Please refer to Attachment RMS-6.  SPS does not budget each of charge 1 

types.  Accordingly, I have provided the 2012 net balance for each type. 2 
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IV. NERC FEES 1 

Q. What topics do you cover in this section of your testimony? 2 

A. I explain and quantify the level of the NERC fees SPS pays to the SPP.  3 

Q. What are NERC fees?  4 

A. SPS pays NERC fees to the SPP RE, as well as to the NERC.  NERC develops 5 

and enforces Reliability Standards; monitors the bulk power system; assesses 6 

adequacy annually through a 10-year forecast and winter and summer forecasts; 7 

audits owners, operators, and users for preparedness; and educates and trains 8 

industry personnel.  9 

  The SPP RE, which is an electric reliability organization (“ERO”) fulfills 10 

the functions and duties specified in the SPP Regional Delegation Agreement 11 

with NERC, which was most recently approved by the FERC in 2010.  As a 12 

NERC Regional Entity, the SPP RE promotes and works to improve the reliability 13 

of the bulk power system (“BPS”). Specifically, the SPP RE is responsible for 14 

developing regional reliability standards, monitoring and enforcing registered 15 

entity compliance with reliability standards, and assessing and evaluating BPS 16 

reliability.  The SPP RE provides technical expertise and assistance to BPS 17 

owners, operators and users, in particular to the approximately 130 registered 18 

entities  located within the SPP RE’s footprint, an eight-state area that consists of 19 

all or portions of Arkansas, Kansas, Louisiana, Mississippi, Missouri, New 20 
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Mexico, Oklahoma, and Texas. The SPP RE allocates fees to SPS and other 1 

entities on a load ratio share basis. 2 

  The separate fees paid to the SPP and NERC cover the specific functions 3 

and duties provided by each entity.  Each incurs operating expenses associated 4 

with those functions, for which these charges are assessed. 5 

Q. Would SPS have to pay these NERC fees to the SPP RE even if SPS were not 6 

under the SPP OATT?   7 

A. Yes.  As acknowledged by the Stipulation (Section 1.b) and consistent with 8 

NERC’s authority under the Energy Policy Act, NERC has designated certain 9 

responsibilities to the SPP RE and assigned SPS to the SPP RE.  Even if SPS 10 

were not a member of the SPP RTO, SPS would have a continuing obligation to 11 

pay its share of NERC fees to the SPP RE. 12 

Q. How does NERC allocate its costs? 13 

A. NERC allocates its costs among the EROs by each ERO’s load ratio share as a 14 

percentage of total load in the entire United States.  Then the charges allocated to 15 

the SPP RE are allocated among the load serving entities, on a load ratio share.  16 

For 2013 assessments, the SPP RE load ratio share for the United States load is 17 

5.462 percent.  The SPS load ratio share for the SPP RE’s portion is 7.782 percent 18 

of all loads in the SPP RE footprint. 19 

Q. How does the SPP RE allocate its costs? 20 
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A. Similar to NERC, the costs are allocated on a load ratio share basis.  In particular, 1 

the allocation is based upon SPS’s load relative to the total load of the SPP 2 

members.   3 

Q. Has SPS quantified its NERC fees? 4 

A. Yes.  SPS has forecasted the 2013 and 2014 level of NERC fees. 5 

Q. How did SPS determine the 2013 and 2014 amount of NERC fees? 6 

A. To arrive at an estimate of total NERC fees, SPS took the first quarter assessment 7 

for 2012 and multiplied it by four to arrive at an estimate for the full 2012: 8 

Fee Type First Quarter 2012 Actual Multiplied by 4 
NERC $61,131 $244,524 
SPP RE $228,640 $914,562 
Total  $1,159,086 

 SPS then determined budget amounts for 2013 by increasing the 2012 amount for 9 

NERC and SPP RE costs by 5 percent respectively: 10 

Fee Type 2012 Estimate 2013 amounts 
NERC $244,524 * (0.05) $256,750 
SPP RE $914,562 * (0.05) $960,290 
Total  $1,217,040 

 SPS then took the resulting amounts for 2013 and increased them by 5 percent 11 

and 10 percent respectively for NERC and SPP RE costs.  12 

 
Fee Type 

 
2012 Estimate 

Test Year 
Amount 

NERC $269,587 * (0.05) $269,587.75 
SPP RE $960,290 * (0.10) $1,056,318.97 
Total  $1,325,907.00  
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Q. Are the percentage increases for 2013 and 2014 reasonable? 1 

A. Yes.  At the time the NERC fees budget was created, Xcel Energy reviewed the 2 

cost data available at the time from NERC, the SPP RE, as well as the Western 3 

Electric Coordinating Council (“WECC”).   At the time, NERC forecasted a 2 4 

percent increase in costs from 2012 to 2013, WECC forecasted an increase of 17 5 

percent, and the SPS RE had experienced an increase of 15 percent from 2011 to 6 

2012.  Thus, the use of a 5 percent increase for 2013 and a 5 percent and 10 7 

percent increase for 2014 was reasonable based on the ranges of increases known 8 

or reasonably expected by SPS. 9 
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V. THE COMMISSION’S RATE AND REGULATORY AUTHORITY 1 

Q. What topic do you discuss in this section of your testimony? 2 

A. I discuss the Commission’s rate and regulatory authority over SPS’s New Mexico 3 

retail operations in conjunction with SPS’s participation in the SPP. 4 

Q. Does the Commission retain authority over the transmission and generation 5 

components of SPS’s bundled New Mexico retail jurisdictional revenue 6 

requirement while SPS is a member of the SPP? 7 

A. Yes.  SPS’s participation in the SPP does not divest the Commission of authority 8 

over any of the transmission or generation components of SPS’s bundled New 9 

Mexico retail rates. The Commission continues to have authority to determine the 10 

just and reasonable level of fuel and purchased power costs in SPS’s New Mexico 11 

retail base rates and the just and reasonable level of costs recovered through 12 

SPS’s FPPCAC.  In addition, the Commission continues to have the authority to 13 

determine the just and reasonable level of transmission and generation plant to 14 

include in SPS’s New Mexico retail rate base and the weighted average cost of 15 

capital (that is, the rate of return) applied to SPS’s New Mexico retail rate base.  16 

The Commission also retains authority to determine the just and reasonable level 17 

of transmission-related and generation-related expenses in SPS’s New Mexico 18 

retail revenue requirement that SPS does not incur under a FERC tariff.  But for 19 

those transmission-related and generation-related expenses in SPS’s New Mexico 20 
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retail revenue requirement that SPS does incur under a FERC tariff (such as the 1 

charges I discussed earlier in my testimony), the Commission retains authority 2 

over whether it is reasonable for SPS to incur those expenses, but not over the 3 

rates or charges SPS pays under the FERC tariff.  4 

Q. Does the Commission retain authority over SPS’s requests for location 5 

approval and for certificates of public convenience and necessity (“CCNs”) 6 

for SPS’s transmission and generation facilities located in New Mexico while 7 

SPS is a member of the SPP? 8 

A. Yes.  SPS’s participation in the SPP does not change SPS’s obligations regarding 9 

location approval and CCNs under the PUA and Commission rules. SPS is still 10 

obligated to request location approval and CCNs for transmission and generation 11 

facilities as set out in the PUA and the Commission’s rules. 12 

Q. Does the Commission retain the authority to protect SPS’s New Mexico retail 13 

customers regarding SPS’s New Mexico retail operations while SPS is a 14 

member of the SPP? 15 

A. Yes. The Commission continues to have the authority over SPS’s New Mexico 16 

retail operations.  SPS’s participation in the SPP does not divest the Commission 17 

of authority to protect SPS’s New Mexico retail customers. 18 



Case No. 13-00___-UT 
Direct Testimony 

of 
Ruth M. Sakya 

 
 

31 
 

VI. CERTAIN REPORTING REQUIREMENTS OF THE STIPULATION 1 

Q. Does the Stipulation identify any reporting or notification requirements? 2 

A. Yes.  The Stipulation outlines the following reporting requirements (in addition to 3 

the requirement for this Interim Report): 4 

 Section 3:  Changes to the SPP Administrative Fee During Interim Period; 5 

 Section 5:  Change in Membership or Load Functions of SPP RTO; 6 

 Section 9:  Authority of Commission to Order Transmission or Associated 7 

Substation or Upgrades; 8 

 Section 11:  Annual Report; and 9 

 Section 13:  Participation in the SPP Energy Imbalance Service Market; Other 10 

Markets. 11 

In this section of my testimony, I discuss the reports and notice SPS has filed with 12 

the Commission as required by Sections 3 and Section 11 of the Stipulation.   13 

SPS has not filed any reports or notices under Sections 5 and 9 of the 14 

Stipulation because the actions that would require these filings have not occurred. 15 

In regard to Section 13 of the Stipulation, SPS is providing notice of its 16 

participation in the SPP Integrated Marketplace as part of this Interim Report.  17 

Mr. Grant discusses the Integrated Marketplace in his direct testimony. 18 

Q. Please discuss the reporting requirements related to the SPP Administration 19 

Fee (Section 3 of the Stipulation). 20 
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A. Section 3 of the Stipulation requires SPS to submit a pleading to the Commission 1 

if the SPP Administration Fee (Schedule 1-A to the SPP OATT), excluding the 2 

portion of the charge related to the provision of additional market-related services, 3 

increases by more than 25 percent above $0.19 per MWh. 4 

Q. Has SPS been required to make any filings related to Section 3 of the 5 

Stipulation? 6 

A. Yes.  SPS has made one filing, consistent with Section 3 of the Stipulation, which 7 

is Attachment RMS-7 to my direct testimony. 8 

Q. What is SPS’s obligation under Section 11 of the Stipulation?  9 

A. Consistent with Section 11 of the Stipulation, SPS is required to provide an 10 

annual report to the Commission by June 1 of each year.  Specifically, the annual 11 

report is required to include the following information:  (a)  the SPP 12 

administrative charges (SPP Schedule 1) for the prior calendar year; (b) the 13 

ancillary services charges (SPP Schedule 2) reimbursed to SPS for the prior 14 

calendar year; (c) the charges related to SPP cost allocation for transmission 15 

upgrades required for reliability purposes (to maintain compliance with NERC 16 

and other applicable reliability standards) during the prior calendar year; (d) the 17 

charges related to SPP cost allocation for transmission upgrades required for 18 

purposes other than to meet reliability requirements that are determined through 19 

SPP planning processes assessed to SPS for the prior calendar year (Schedule 11); 20 
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(g) costs and revenues related to the operation of the SPP EIS Market for the prior 1 

calendar year; (h) allocation of SPP FERC assessment fees (SPP Schedule 12) for 2 

the prior calendar year; and (i) the charges from SPP to SPS for ancillary services 3 

not self-provided by SPS for the prior calendar year. 4 

Q. Has SPS complied with this requirement? 5 

A. Yes.  Please refer to Attachment RMS-8 for the annual reports filed with the 6 

Commission. 7 
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VII. CONCLUSION 1 

Q. Were Attachments RMS-1 through 4 and RMS-6 prepared by you or under 2 

your direct supervision and control?  3 

A. Yes. 4 

Q. Are Attachments RMS-5, RMS-7, and RMS-8 true and correct copies of the 5 

documents you describe in your testimony? 6 

A. Yes. 7 

Q. Does this conclude your pre-filed direct testimony? 8 

A. Yes. 9 
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