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GLOSSARY OF ACRONYMS AND DEFINED TERMS

Acronym/Defined

Term
AGC

ARR

BA

CAT
CAWG
CBS
CCN
CBS
Commission
DA
DTO
EIS
ERCOT
EPAct
ERO
FERC
FPA
FPPCAC
ICT

IDC

Meaning

Automatic Generation Control

Auction Revenue Rights

Balancing Authority

Curtailment Adjustment Tool

Cost Allocation Working Group

Cost Benefit Study

Certificate of Convenience and Necessity
Cost Benefit Study

New Mexico Public Regulation Commission
Day Ahead

Designated Transmission Owner

Energy Imbalance Service

Electric Reliability Council of Texas
Energy Policy Act of 2005

Electric Reliability Organization

Federal Energy Regulatory Commission

Federal Power Act

Fuel and Purchased Power Cost Adjustment Clause

Independent Coordinator of Transmission

Interchange Distribution Calculator



Acronym/Defined

Term
IM

Interim Period
IPP

ITP

ITPNT

ISO

ITO

Lamar DC Tie
LIP

LMP

MISO

MOPC
MP

NERC

Network
NITSA
NTC
OATT

PSCo

Meaning

Integrated Marketplace

February 3, 2010 — February 2, 2015
Independent Power Producer

Integrated Transmission Planning

ITP Near Term

Independent System Operator
Independent Transmission Organization
Lamar Tie Line

Locational Imbalance Price

Locational Marginal Price

Midwest Independent Transmission System Operator,
Inc.

Market and Operations Policy Committee
Market Participant

North American Electric Reliability Corporation
(successor to the North American Electric Reliability
Council)

Network Integration Transmission Service

Network Integration Transmission Service Agreement
Notice to Construct

Open Access Transmission Tariff

Public Service Company of Colorado, a Colorado
corporation



Acronym/Defined

Term
PTP

PUCT
RC

RE
RRO
RSC
RTO
RTOSS
RUC

SPP

SPP Regional OATT

SPS

STEP
TCR
TLR
TO
TOP
TWG
WECC

Xcel Energy

Meaning

Point-to-Point transmission service
Public Utility Commission of Texas
Reliability Coordinator

Regional Entity

Regional Reliability Organization
Regional State Committee

Regional Transmission Organization
RTO Scheduling System

Reliability Unit Commitment
Southwest Power Pool, Inc.

SPP Open Access Transmission Tariff as accepted by
the FERC

Southwestern Public Service Company, a New Mexico
corporation

SPP Transmission Expansion Plan
Transmission Congestion Right

NERC Transmission Loading Relief
Transmission Owner

Transmission Operator

Transmission Working Group

Western Electricity Coordinating Council

Xcel Energy Inc.



Acronym/Defined Meaning
Term

XES Xcel Energy Services Inc.
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l. WITNESS IDENTIFICATION AND QUALIFICATIONS

Please state your name and business address.

My name is William A. Grant. My business address is 600 South Tyler, Suite
2900, Amarillo, Texas 79101.

On whose behalf are you testifying in this proceeding?

I am filing testimony on behalf of Southwestern Public Service Company
(“SPS”), a New Mexico corporation and electric utility subsidiary of Xcel Energy
Inc. (“Xcel Energy”). Xcel Energy is a registered holding company that owns
several electric and natural gas utility operating companies.*

By whom are you employed and in what position?

I am employed by SPS as Director, Strategic Planning.

Please briefly outline your responsibilities as Director, Strategic Planning.

I am responsible for determining the appropriate planning strategy for SPS. In
this role, 1 work with SPS’s generation and transmission planning and operation

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

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
(“PSCo0”); 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
affecting SPS.
What is your professional experience?
I have 31 years of experience in both power plant and system operations at Xcel
Energy or its predecessors. | have had responsibility for operating several
different types of electric generating units ranging from diesel generators, coal-
fired steam electric stations, and gas-fired steam units and combustion turbines. |
have five years experience as a System Operator for the SPS transmission control
center. For seven years, | was Director, Power Operations for Xcel Energy
Services Inc. (“XES”), in which I was responsible for the economic dispatch and
analytical support for all of the Xcel Energy Operating Companies, including
SPS. For seven years, | was Manager, Transmission Control Center and Wind
Integration for SPS. | recently was named Director, Strategic Planning for SPS.
Have you testified before any regulatory commission?
Yes. | have testified before the New Mexico Public Regulation Commission
(“Commission”), the Public Utility Commission of Texas (“PUCT”), the
Colorado Public Utilities Commission, and the Federal Energy Regulatory

Commission (“FERC”).



[

10

11

12

13

14

15

16

17

18

Case No. 13-00 _ -UT
Direct Testimony
of
William A. Grant

1. ASSIGNMENT, SUMMARY OF RECOMMENDATIONS, AND
ORGANIZATION OF TESTIMONY

Q. What is your assignment in this proceeding?

A My testimony is part of SPS’s Interim Report on its participation in the SPP. The
Commission directed SPS to file the Interim Report in its February 2, 2012 Order
in Case No. 07-00390 (“February 2™ Order”) . In my testimony, | provide:

e A summary of Case No. 07-00390-UT, including the Uncontested
Stipulation (“Stipulation”) approved by the Commission, the certification
of the Stipulation (“Certification”), the February 2™ Order, and the
requirement for SPS to file the Interim Report;

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

e An overview of the services provided by the SPP and a discussion of
significant changes in the SPP since the February 2™ Order was issued;

e An assessment showing significant actual production costs benefits from
SPS’s participation in the SPP Energy Imbalance Service (“EIS”) Market
to an estimate of SPS energy costs absent SPS’s participation in the EIS

Market;

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).
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e An estimate showing expected future substantial production costs benefits
resulting from SPS’s participation in the EIS Market; and
e A discussion of other benefits that continue as a result from SPS’s
membership in the SPP.

Are you the only witness presenting direct testimony for SPS?
No. Ruth M. Sakya also testifies on behalf of SPS. Ms. Sakya addresses: (1)
SPS’s costs and off-setting revenues associated with its participation in the SPP
and how those costs and revenues are treated for ratemaking purposes; (2) the
North American Electric Reliability Corporation (“NERC”) fees SPS pays to the
SPP; (3) the Commission’s authority regarding the transmission-related and
generation-related components of SPS’s bundled New Mexico retail revenue
requirement and the protection of SPS’s New Mexico retail customers; and (4)
certain reporting and notification requirements under the Stipulation.
Please summarize the conclusions and recommendations in your testimony.
SPS’s New Mexico Customers have benefitted greatly from SPS’s participation in
the SPP. The benefits result from the services SPP provides to SPS, which results
in lower costs of providing service for SPS customers. As required by the
February 2™ Order, SPS’s analyses demonstrate that SPS’s participation in the

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

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

Market participation and other market activity.

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

in production costs, other benefits acknowledged in the February 2™ Order

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

membership, including:

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

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

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

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

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

A reduction in labor costs due to the services provided by the SPP.
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Based on the continued significant benefits received by SPS’s New
Mexico customers as a result of the SPP membership, the Commission should
approve SPS’s membership in the SPP on a permanent basis.

How is the remainder of your testimony organized?

In the next section of my testimony, | describe the February 2™ Order, the
Stipulation and the Certification. In Section IV, | describe SPS. In Section V, |
describe the SPP. Then in Section VI, | discuss in greater detail some of the
services provided to SPS by the SPP. I also discuss the upcoming SPP Integrated
Marketplace, how it will provide benefits, and the need to turn over the Balancing
Authority responsibilities to the SPP.

In Section V11, I discuss the benefits of continued membership in the SPP,
including the results of the production cost analysis, which shows a $19.28
million savings as a result of SPS’s participation in the EIS Market since the
February 2" Order and an estimate of $43.7 million of production costs savings
as a result of continued participation in the EIS Market through 2015. | further
discuss other cost-saving benefits and qualitative benefits from continued SPP

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

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

Commission in this case.
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I1I.  BACKGROUND ON THE FEBRUARY 2"° ORDER AND THE
STIPULATION IN CASE NO. 07-00390-UT

Please provide an overview of the February 2" Order.

In Case No. 07-00390-UT, the Commission considered whether SPS’s
membership in the SPP is beneficial to SPS’s New Mexico retail ratepayers. In
addition, the Commission considered SPS’s request for approval to transfer retail
load to the Network Integration Transmission Service Agreement (“NITSA”)
under the SPP Regional Open Access Transmission Tariff (“OATT”).

In that case, SPS provided extensive testimony, evidence, and cost benefit
analyses to demonstrate that the costs incurred by SPS to participate in the SPP
would be greatly out-weighed by the beneficial impact on SPS’s purchased power
and fuel costs, other cost savings and reliability of service. In addition to the
Commission’s Utility Division Staff (“Staff”) and the New Mexico Attorney
General, a number of other parties intervened in the proceeding.

The parties negotiated over several months and reached the agreements
reflected in the Stipulation. A copy of the Stipulation is provided as Attachment
WAG-1. Among other items, the Stipulation provided: (1) approval of SPS’s
participation in the SPP RTO on an interim basis of five years; and (2) no
opposition to the transfer of SPS’s New Mexico retail load to network

transmission service (“Network”) under the SPP OATT’s NITSA. The Hearing
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Examiner issued his Certification on December 9, 2009, which the Commission
approved in its February 2" Order.
Please describe the benefits of SPS’s participation in the SPP as identified in
the Certification.
The Certification identified a number ways in which SPS’s participation in the
SPP resulted in cost savings for SPS’s New Mexico retail customers. A large
portion of the benefits resulted from SPS’s participation in the EIS Market, which
is operated by the SPP. The EIS Market is a real-time balancing market using
Locational Marginal Pricing (“LMP”) and physical transmission rights. Through
the EIS Market, the SPP models the least costly means of obtaining energy to
serve the next increment of load based on the lowest LMP while maintaining
reliability. SPS benefits by reducing the output of its own generation and
purchasing lower cost energy from the EIS Market. SPS also offers its generation
for sale into the EIS Market on an incremental basis. The Certification identified
that from November 2007 through June 2008, SPS had experienced an average
monthly benefit of approximately $252,000 through participation in the EIS
Market.

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

contingency reserve sharing group. The Certification explained that the



10

11

12

13

14

15

16

17

18

19

Case No. 13-00 _ -UT
Direct Testimony
of
William A. Grant

contingency reserve sharing agreement among SPP members allows each member
to reduce the amount of contingency reserve it would otherwise be required to
procure independently. SPS, for example, is required by NERC to carry sufficient
reserves to respond to a sudden loss of capability equal to the SPS balancing
area’s most severe contingency, e.g., an unplanned outage at the Tolk generation
facility. Without the contingency reserve sharing agreement, SPS would have to
carry 540 MW of contingency reserves, with half running, but not producing
electricity. With the contingency reserve sharing agreement, SPS is only required
to obtain 151 MW of contingency reserve to comply with NERC standards.

Finally, other cost savings were identified through the SPP providing
transmission planning, and processing generator interconnection and transmission
interconnection requests. In particular, without the SPP providing these services,
SPS would need to hire additional engineers and incur the related labor expense.
In addition to cost-saving benefits identified in the Certification, were other
benefits identified?
Yes. The Certification noted reliability benefits from SPS’s participation in the
SPP. For example, the Certification identified the SPP’s obligation to provide
security reliability coordination services to manage transmission system

congestion on a regional basis. In addition, the Certification identified that the

10
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SPP is responsible for establishing regional reliability standards to ensure that all
entities that could affect the reliability of the bulk electric system operate their
facilities in a reliable manner.
Please explain the Commission’s interim approval of SPS’s participation in
the SPP.
The Commission approved SPS’s participation in the SPP for an interim period of
five years from the date of the February 2™ Order, that is, for the five-year period
ending February 2, 2015 (“Interim Period”). Section 4 of the Stipulation requires
SPS to file and serve on the other parties and Staff an Interim Report two years
before the end of the Interim Period, that is, by February 2, 2013. As part of the
Interim Report, SPS is required to provide a comparison of: (1) actual production
costs from participation in the SPP EIS market to an estimate of SPS energy costs
absent SPS’s participation in the EIS Market; and (2) estimated production costs
for participation in the EIS Market to an estimate of SPS energy costs absent
participation in the EIS Market. In addition, SPS is allowed to provide other
benefits and identify additional costs or other burdens related to SPS’s continued
participation in the SPP RTO.
What happens if the Commission does not act on SPS’s Interim Report by

the end of the Interim Period, February 2, 2015?

11
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Under Section 2 of the Stipulation, “[i]f the Commission does not issue an order
to terminate or extend its interim approval prior to the end of the Interim Period,
the approval of SPS’s participation in the SPP and the transfer of SPS’s retail load
to the SPP Regional OATT shall no longer be deemed to be interim.”
Does the Stipulation establish reporting and notice requirements for SPS?
Yes. SPS is required to provide the Commission with: (1) notice if the SPP
administrative charge increases by more then 25% above $0.19 per MWh and to
explain the reasons for the increase; (2) notice of any material changes in the
membership or load functions of the SPP within 60 days of such event; (3) annual
reports regarding SPP-related charges for the prior calendar year; and (4) notice if
SPS proposes to participate in any additional markets beyond the EIS Market or if
the SPP proposes to modify the OATT to begin providing additional market
services.
Has SPS complied with these reporting and notice requirements?
Yes. SPS has filed the annual reports regarding SPP-related charges. In addition,
SPS filed a notice regarding the administrative charge on February 13, 2012. Ms.
Sakya provides copies of these filings as attachments to her testimony. There have

been no other events that triggered these notice requirements.

12
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The SPP, however, is planning to replace the EIS Market with a new market in
2014, the Integrated Marketplace. The SPP has already provided the Commission
with notice of this additional market. SPS is providing its notice of that additional

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

more detail later in my testimony.

13
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IV. DESCRIPTION OF SPS

Please generally describe SPS.

SPS is a New Mexico corporation, with its corporate headquarters in Amarillo,
Texas, and a vertically integrated electric utility that provides generation,
transmission, and distribution services in Texas and New Mexico. SPS is subject
to the jurisdiction of the Commission, the Public Utility Commission of Texas,
and the FERC. SPS generates, transmits, distributes, and sells electric energy to
approximately 376,000 customers in its 52,000 square mile service area of the
Panhandle and the South Plains of Texas, and eastern and southern New Mexico.
SPS’s service area extends approximately 400 miles from north to south and 200
miles from east to west. A copy of the map of SPS’s service territory is provided
as Attachment WAG-2.

SPS sells power to retail customers and wholesale customers over its
system. Approximately 36 percent of the load on the SPS system is wholesale
sales or transmission-only load. SPS’s service area is primarily agricultural, but it
also has large areas of oil and natural gas production. In 2012, the generation
system peak of SPS was 5174 MW, and annual electric sales were 27,818 GWh.

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

made its transmission facilities available for service under the SPP Regional

14
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OATT in 2000. Although SPS operates adjacent to the Electric Reliability
Council of Texas (“ERCOT”) grid, it has no direct interconnections with ERCOT
transmission owners.
Please describe SPS’s operations in New Mexico.
SPS sells electricity to approximately 100,000 retail customers in and around the
communities of Artesia, Carlsbad, Clovis, Dexter, Eunice, Hagerman, Hobbs, Jal,
Lake Arthur, Loving, Malaga, Monument, Otis, Portales, Roswell, Texico,
Tucumcari, and White City under rates subject to the Commission’s jurisdiction.

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

SPS retail customers and approximately 17 percent of total 2012 electric sales.

15
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V. DESCRIPTION OF THE SPP

Please describe the SPP.
The SPP is a FERC-approved RTO. It is an Arkansas non-profit corporation with
its principle place of business in Little Rock, Arkansas. SPP has 66 members,
consisting of 14 investor-owned utilities, 11 municipal systems, 12 generation and
transmission cooperatives, 4 state authorities, 8 independent power producers, 10
power marketers, and 7 independent transmission companies.
Please describe the services the SPP provides to its members.
As an RTO, SPP provides several services to its members, consisting of:

¢ Reliability Coordination;

e Tariff Administration;

e Regional Scheduling;

e Transmission Expansion Planning;

e Market Operations;

e Compliance; and

e Training.
I provide a more detailed discussion of some of the services provided by the SPP
later in my testimony.

How does the SPP develop its policies, rules, and tariffs?

16
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The SPP is a member-driven organization. As a result, various committees exist
within SPP to develop policy, rules, and tariff provisions related to a wide variety
of topics. The primary role of the SPP stakeholder committees and working
groups is to drive major initiatives that improve or enhance SPP operations. The
stakeholder process also focuses on planning for the future. The various
committees and working groups provide recommendations to the SPP
independent Board of Directors on technical issues. The committees are further
comprised of working groups, steering committees, and task forces. The
committees and groups are made up of representatives of the SPP members,
including SPS. An organizational chart of SPP’s committees and working groups
is attached to my testimony as Attachment WAG-3.

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

The SPP Board of Directors is the ultimate decision-maker for the SPP, but
various sub-groups report directly to the Board. One group is the Market and
Operations Policy Committee (“MOPC”). The MOPC has representatives from
all SPP Members and is responsible for making recommendations to the Board of
Directors involving market, policy, planning, and operational issues. | am the

voting member of the MOPC for SPS. The proposals provided by MOPC reflect

17
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input and work of a number of sub-groups, including the Transmission Working
Group (“TWG”).

The TWG in turn is responsible for planning criteria to evaluate
transmission additions, seasonal available transmission capacity calculations,
seasonal flowgate ratings, oversight of coordinated planning efforts, and oversight
of transmission contingency evaluations. The TWG: (1) develops
recommendations for the MOPC regarding changes to particular sections of SPP’s
Reliability Criteria; (2) works with individual transmission owners on issues of
coordinated planning and NERC and SPP compliance; and (3) is responsible for
publication of seasonal and future reliability assessment studies on the
transmission system of the SPP region.

Do state retail rate regulators have a role in the SPP member-driven
process?

Yes. State retail regulators in the SPP footprint have an active role through the
Regional State Committee (“RSC”).

Please describe the RSC.

The RSC is comprised of retail regulators across the SPP footprint, and has its
own working group, the Cost Allocation Working Group ("CAWG"), which is

made up of staff members of the retail regulatory authorities. The SPP RSC

18
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actively engages in a broad range of issues where SPP has ceded authority,
including transmission planning and cost allocation, resource adequacy, allocation
of transmission rights, and market evolution issues. For example, the RSC
determines: (1) the approach for resource adequacy across the entire region and,
with respect to transmission planning; (2) whether transmission upgrades for
remote resources will be included in the regional transmission planning process;
and (3) the role of transmission owners in proposing transmission upgrades in the
regional planning process. The SPP RSC may further direct SPP to submit FERC
filings to effectuate regional changes proposed by the SPP RSC. Thus, the RSC is
an active and important part of the SPP stakeholder process, providing collective
retail regulatory agency input on matters of regional importance related to the
development and operation of the bulk electric transmission system.

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

The SPP offers transmission service under the SPP Regional OATT, which sets
forth the wholesale transmission service rates for the SPS rate zone and the other
rate zones (approximately 16) in the SPP region. All transmission service
arrangements for SPS’s wholesale customers are subject to the SPP Regional
OATT. In addition, PSCo and the Municipal Energy Agency of Nebraska take

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

Both the SPP Regional OATT and the Xcel Energy OATTSs relate to the
provision of transmission service in interstate commerce and are regulated by the
FERC under the FPA and FERC Orders No. 888 (1996) and 890 (2007). The SPP
Regional OATT allows access to transmission service to deliver generation
anywhere in the SPP to load anywhere in the SPP at non-pancaked rates. By
contrast, the SPS system provisions of the Xcel Energy OATT only allow access
to the SPS transmission system and only for the grandfathered service that has
been granted. All new transmission service is subject to the terms and condition of
the SPP OATT.

The SPS wholesale merchant function purchases transmission service
under the SPP Regional OATT to deliver wholesale sales to customers connected
to the SPS transmission system, to make wholesale sales out of the SPS control
area, or to deliver capacity or energy purchased from third party utilities. SPS
serves its retail native load customers on a Network basis subject to the non-rate
terms and conditions of the Xcel Energy OATT, but does not pay any
transmission service rates for use of its own system. However, SPS must pay

certain SPP Regional OATT charges for SPP services, such as the SPP

20
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Administrative Fee imposed under Schedule 1A to the SPP Regional OATT, for
all loads in the SPP region (including retail native loads).
Describe further the relationship between the SPP and the Xcel Energy
OATTs and the Lamar Tie.
The SPP OATT and the Xcel Energy OATT specify terms and conditions for
transmission service in the SPS zone. Most of SPS’s wheeling activity takes
place under the SPP OATT. Since SPP filed its regional OATT, all new network
transmission service and all point-to-point (“PTP”) transmission service granted
since 2000, except for grandfathered service across the Lamar DC Tie, have been
provided under the SPP OATT for the SPS zone.

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

FERC, for all of Xcel Energy’s Operating Companies. SPS’s participation in the
Xcel Energy OATT relates to transactions over the Lamar DC Tie. SPS

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

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

A. Reliability Coordination

Please discuss the SPP’s reliability coordination function.

NERC Standards require every Regional Reliability Organization (“RRO”),
subregion, or interregional coordinating group to establish a Reliability
Coordinator to continually assess transmission reliability and coordinate
emergency operations among the operating entities within the region and across
the regional boundaries. SPP is recognized as the Reliability Coordinator (“RC”)
for all of the Balancing Authorities (“BA”) and Transmission Operators (“TO”) in
the SPP reliability footprint. The SPP Reliability Coordinator is responsible for
the bulk transmission reliability and power supply reliability within its Reliability
Coordination Area. Bulk transmission reliability functions include assessment of
real-time, current day and next-day operating conditions, loading relief
procedures, re-dispatch of generation, coordination of transmission and generation
outages, and ordering curtailment of transactions and load. Power supply
reliability entails monitoring Balancing Authority Area performance and ordering
the Balancing Authorities to take actions, including load curtailment and adjusting
generation levels in situations where an imbalance between generation and load

places the system in jeopardy.
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Please describe further the activities the SPP undertakes to fulfill its
reliability coordination function.

As both the RE and the RRO, the SPP monitors power flow throughout its
regional footprint. The SPP anticipates problems and takes preemptive action to
mitigate operating limit violations. The SPP coordinates regional response in
emergency situations or blackouts. The SPP oversees SPS’s operations under the
FPA and FERC Order No. 693 regulations pertaining to mandatory reliability
standards. SPP coordinates and approves transmission and generation outages and
performs next day and real time studies to help identify potential overload and
reliability issues. SPP sends outage data to the NERC interchange and distribution
calculator to keep the models updated for purposes of evaluating transaction
impact on overloaded transmission lines to provide transmission line loading
relief.

What is congestion management and how does it fall under the SPP
reliability coordination function?

Congestion management is the process that RCs utilize to relieve transmission
congestion on the bulk electric power system. Congestion is when the power
flows on the system load to the point that an element has either reached its

thermal loading rating, has reached a point that voltage stability can not be
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maintained, or the next event on the system will cause either a thermal or voltage
stability violation. The two major processes utilized in relieving congestion is
Transmission Load Relief (“TLR”) or redispatch of generation. The SPP RC is
responsible for issuing the necessary level of TLR to relieve congestion on the
transmission system. SPP through the stakeholder process will identify elements
on the system that are identified as flowgates that will be monitored and entered
into the NERC Interchange Distribution Calculator (“IDC”) that is used to
identify transactions that impact the flowgate for purposes of providing relief by
curtailing these transactions. Before the SPP EIS Market started in 2007, this was
the primary way that relief was provided on the SPP transmission system. For
SPS to get relief on a transmission facility, the SPS transmission operator would
call the SPP RC and ask for the implementation of a TLR and transactions that
were identified through the NERC IDC as having a greater than 5% impact on the
element would be curtailed. SPP still utilizes the TLR process for transactions
into and out of the SPP footprint but developed a Curtailment Adjustment Tool
(“CAT™) for transactions that source and sink within the SPP footprint. CAT will
utilize generation redispatch with generation that is participating in the EIS
Market to provide relief for the congested element if available. The monitored

flowgates are in the SPP market model and the market will perform a constrained
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economic dispatch to keep the flows on the monitored elements within
compliance. This will allow flows that in the past would have been curtailed. If
generation dispatch is not available to provide relief, then the SPP would utilize
the TLR process if necessary to provide the relief.

What is outage coordination and how does it fall under the SPP reliability
coordination function?

The SPS transmission operator will determine when there is a need to take a
transmission line out of service. The reasons for needing a transmission line out of
service can vary from repairs of existing lines to new construction to unplanned
outages. For planned outages on the bulk electric system for line outages, the SPP
RC as well as the SPS transmission operator (“TOP”) is required to perform
reliability studies with the expected generation pattern and the forecasted load.
SPP criteria requires for one week notice for 230 kV line outages and before noon
day ahead for 115 kV outages. These timing requirements are there so that the RC
can study the bulk electric system and identify operational issues before approval
is given for line outages. The SPP models all of the TOs’ systems and is able to
tell if an outage in another system is causing issues on the SPS transmission

system and if an outage on SPS will cause issues on a neighboring system as well.
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The ability to see all of the SPP footprint and more improves the reliability
of the SPS system since outages on neighboring systems will impact flows on the
SPS system and if unexpected, could cause overloads. SPP will also keep track of
generation outages as well since generation patterns will also impact the flows on
the system. If SPS experiences an unexpected transmission outage on the system,
the SPS operator is required to enter the outage in the SPP outage system as soon
as practical. All transmission outages are then forwarded by SPP to the NERC
IDC system to identifying contributing schedules if TLR is required. If SPS is
experiencing an issue on a transmission element that is not a monitored flowgate,
SPP can (at SPS’s request) establish a temporary flowgate so that the market will
perform the constrained economic dispatch for the identified element. This

provides a more economic and immediate process to relieve congestion.

B. Tariff Administration and Regional Scheduling

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

The SPP Regional OATT?® prescribes non-discriminatory rates, terms, and
conditions for market participants within the SPP to transport power. The SPP

administers that tariff by processing requests for transmission service and making

% 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
settlement agent by collecting revenue from the entities who request transmission
service and forwarding the appropriate amount of that revenue to the owners of
the transmission facilities. In its role as tariff administrator, the SPP also follows
other stakeholder-approved documents such as the SPP Market Protocols and the
SPP Business Practices.

The SPP requires that load-serving entities provide plans showing how
much energy they expect to withdraw from the grid in a given hour. The SPP also
requires generation resources to submit plans showing how much energy they
anticipate injecting onto the grid in a particular hour. The SPP is responsible for
ensuring that the amount of energy that is delivered to the grid is matched with
the amount that is needed to serve load. SPP’s regional scheduling service
reduces the number of entities with which SPP members and customers have to
coordinate.

Please further describe the steps SPP undertakes to fulfill its Regional
Scheduling function.

The SPP ensures that the amount of power sent is coordinated and matched with
power received. SPP’s regional scheduling service reduces the number of entities

with which SPP members and customers have to coordinate. SPP will monitor
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flowgate loading and scheduling to prevent over scheduling transmission
facilities. SPP sends the schedules to all of the SPP BAs through the SPP RTO
scheduling system (“RTOSS”) and each BA will utilize the schedule in its

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

C. Transmission Expansion Planning

(1) Transmission Planning Process
Please discuss the SPP’s Transmission Planning function.
As a FERC-designated RTO, one of the SPP's responsibilities is to create regional
transmission expansion plans. With its members, regulators, and stakeholders, the
SPP creates planning models and studies that determine what and when new
transmission is needed to meet the region's long- and near-term needs. This
planning activity creates a cost-effective, flexible, and robust transmission
network.
Please provide a brief history of the SPP regional transmission planning
process.
Before 2005, the transmission owning companies in the SPP footprint coordinated
with SPP on projects that were needed for the reliability of the local areas being
served.

What changed in 2005?
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The SPP, with RSC participation, approved the SPP Transmission Expansion Plan
(“STEP”), which encouraged transmission expansion for reliability purposes
utilizing region wide cost sharing.
Why did SPP members, with RSC participation, decide to change to this
region wide cost sharing methodology?
The SPP members as well as the RSC committee recognized that this process
alone would not encourage the build out of transmission that was needed to
recognize economic benefits. The stakeholders recognized that there were several
projects that would have large economic benefits that fell just short of being
justified solely on the reliability criteria. That is not to say that these projects
would not add reliability benefits, but that they were not justified on the criteria at
that time.
What was the next step in the progression of regional transmission planning?
While the stakeholders were working on a regional planning process that would
include cost allocation on a regional basis, the stakeholders also recognized that
there were several projects that would add immediate benefits to the region. The
stakeholders identified several projects and developed what was called the

Balanced Portfolio.

What is the Balanced Portfolio?
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The Balanced Portfolio is a cohesive grouping of economic transmission upgrades
that benefit the SPP region, the costs of which are allocated regionally. Projects in
the Balanced Portfolio include transmission upgrades of 345 kV transmission
facilities that are intended to reduce congestion on the SPP transmission system,
thus resulting in savings in generation production costs. These economic upgrades
may provide other benefits to the power grid such as increasing reliability and
lowering required reserve margins, deferring reliability upgrades, and providing
environmental benefits due to more efficient operation of assets and greater
utilization of renewable resources.

What was the next step in the evolution of the SPP transmission planning
process?

Through the regional planning process and Balanced Portfolio, the SPP
stakeholders transitioned to a process that took into account both reliability and
economic benefits using an expanded cost allocation methodology to ensure those
who benefit would also pay a reasonable portion of the costs. While this new
allocation methodology was being approved, another set of projects were
identified that would provide immediate benefits to the region. These were
projects that were showing up on many future planning scenarios that also added

immediate economic benefits. This set of projects was called the priority projects.
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These were the first set of transmission projects whose costs were
allocated based on the Highway/Byway methodology approved by SPP and FERC
in 2010, which | discuss in further detail below. SPP then transitioned into the
current process that is utilized today.

Please summarize the current process the SPP uses for Transmission
Planning.

As outlined in Attachment O of the SPP Regional OATT, SPP uses an integrated
transmission planning process (“ITP”), which is an iterative three-year process.

A major objective of the ITP is the design and construction of a
transmission backbone to connect load centers to known or expected large
generation resources. The process seeks to target a reasonable balance between
long-term transmission investment and congestion costs to customers. The ITP
also integrates several existing SPP transmission planning processes into one
coordinated assessment consisting of: (1) transmission service requests; (2)
generation requests; (3) the Balanced Portfolio; (4) the high priority upgrades; (5)
the 20 — Year assessment; (6) the 10 — Year assessment; and (7) the Near Term

assessment.

Briefly explain the components of the ITP planning process.
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SPP is required by its tariff to incorporate new transmission service requests and
generation interconnection requests into its transmission planning process to
accommodate new service, load growth, and new generation additions to the
system. In addition to those requirements, SPP performs the 20 - Year
assessment, the 10 — Year assessment, and the Near Term assessment to identify
the projects that are needed for a reliable and robust transmission system. The
Balanced Portfolio and the Priority projects are included in the models since they
have been approved and are in the planning and construction stage.

Please describe the 20 - Year assessment.

The 20 - Year assessment is utilized for the purpose of planning the most
beneficial and robust high voltage backbone in the future studying different
scenarios since the future needs are uncertain. Several different scenarios will be
studied and plans developed for each scenario. These plans will then be evaluated
and one set of plans will be presented in the ITP 20 report. This process is
repeated every three years. Assumptions used for the ITP 20 year report will be
reevaluated during the first and second year of the three year cycle.

Please describe the 10 - Year assessment.

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

results of the 20 - Year assessment, a set of plans studying several different
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scenarios are utilized to evaluate the need for ten years out down to the 100 kV
voltage level. This assessment will be utilized to resolve potential violations of
criteria, improve known and forecasted congestion, improve access to markets,
staging transmission expansion, and improving interconnections. The results will
be compiled into a 10 - Year assessment report and incorporated in the SPP
transmission expansion plan on an annual basis.
Please explain the Near Term Assessment.
The purpose of the ITP Near Term (“ITPNT”) assessment is to determine the
projects needed to meet reliability requirements. The ITPNT is performed on an
annual basis. The results of the study will develop a set of projects 69 kV and
above that will meet criteria while still incorporating the principals of the ITP
process.
(2) SPP Cost Allocation for Transmission Infrastructure
Is SPS affected by the SPP’s method for allocating costs for new transmission
infrastructure?
Yes. For example, in the SPS electric rate case currently pending before the
Commission, Case No. 12-00350-UT, SPS’s revenue requirement includes SPP
costs that have been allocated to SPS under four different allocation methods: (1)

Pre-2005; (2) Original Base Plan Funding; (3) the Balanced Portfolio; and (4) the
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Highway/Byway. A matrix showing the effects of these methods during calendar
year 2014, which is the test year in SPS’s rate case, is shown in Attachment
WAG-04.
How were costs allocated under the Pre-2005 method?
Under this method, transmission owners were allocated all the costs for
transmission projects located within their respective service territories. Thus,
projects identified prior to 2005 had costs allocated in this fashion. It was not
until the Original Base Plan Funding method that inter-zonal allocation of costs
began.
Please explain the Original Base Plan Funding for Transmission Upgrades.
Inter-zonal allocation of costs is the method of cost allocation for original base
plan transmission upgrades. When Network or Reliability Transmission Upgrades
are implemented, those SPP transmission customers benefitting most directly
from the upgrade pay 2/3 of the costs with the remaining SPP transmission
customers paying the remaining 1/3 of the costs. These upgrades were required to
maintain reliability of the electric transmission grid. This methodology was

utilized for projects identified from 2005 until June of 2010.

How do SPP members pay for the Balanced Portfolio projects?
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The allocation of costs associated with the Balanced Portfolio projects is intended
to balance the benefits over the region. The SPP has begun to allocate those
costs. A cost to benefit analyses is performed to ensure that the benefits are
greater than the cost of the projects. In the analysis, the benefits were also studied
on a zone by zone basis to ensure that every zone showed benefits greater than the
allocated cost on a load ratio share or that zone would receive transfer payments
to bring the deficient zone back to a 1 to 1 cost to benefit ratio.
Have these transfer payments started?
Yes. In August of 2012, SPP filed the revisions to its OATT to implement the
initial reallocation of revenue requirements pursuant to Attachment J of its tariff
(provided as Attachment WAG-5)(FERC Docket No. ER12-2387).* The initial
reallocation was authorized under the Balanced Portfolio because at least 10% of
the levelized annual transmission revenue requirements for the approved
Balanced Portfolio had been included in rates (i.e., the “Trigger Date”). On each
anniversary of the Trigger Date in the subsequent four years, an additional 20% of

the Reallocated Revenue Requirement will be transferred to the Total Balanced

Portfolio Region-wide Annual Transmission Revenue Requirement. The SPP

* See Attachment J of the SPP OATT at http://www.spp.org/publications/SPP_Tariff.pdf
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filing requested to initiate these initial transfer payments on October 1, 2012. The
FERC approved SPP’s filing on November 20, 2012.
What is the Highway/Byway cost allocation?
Highway/Byway funding was approved in 2010. This process splits the funding
into three different categories: projects less than 100 kV; projects at or above 100
kV but below 300 kV; and projects over 300 kV. This methodology replaced the
prior methods of cost allocation. Under Highway/Byway, projects below 100 kV
are 100 % funded by the zone in which they are built, projects between 100 kV
and 300 kV are funded 1/3 regionally and 2/3 by the zone in which they are built,
and projects over 300 kV are 100% regionally funded on a load ratio share basis.
How does SPP administer these cost allocations and collect the revenue for
the regional transmission funding?
SPP administers the process through the methodologies contained in Attachment J
of the SPP OATT and recovers the revenue through the resulting Schedule 11
charges under the SPP OATT. SPP collects both the zonal and any regionally

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

Transmission Owners in accordance with their respective Attachment J.
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(3) SPP Directives to Construct Facilities
When Transmission Projects have been identified through the SPP
transmission planning process and approved by the SPP Board of Directors,
how are Transmission Owners notified to construct the projects?
Currently, when a project is approved, the SPP sends notice to the TO(s) in whose
service territory the project is to be located. This TO is referred to as the
“Designated Transmission Owner or “DTO.” Written notification is provided to
the DTO through a letter that includes the specifications of the project required by
the SPP and a reasonable project schedule, including a project completion date.
This letter is referred to as the Notification to Construct (“NTC”).
When are NTCs Issued?
After projects have been identified and approved, the SPP will issue a NTC within
15 business days for each Network upgrade for which a financial commitment is
needed within the next four years. This is specified under section 7060 of the SPP
OATT Business Practices.”
What are the responsibilities of the DTO when a NTC is received?
To maintain its right to construct, the DTO is required to respond within ninety

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

5 http://www.spp.org/publications/SPP%20Business%20Practices%204 17 2012.pdf

37



10

11

12

13

14

15

16

17

18

Case No. 13-00 _ -UT
Direct Testimony
of
William A. Grant
construct as specified or submit a response with a different project schedule or
alternative specifications.

If an amended proposal is provided by the DTO, SPP must respond within
ten days of the receipt of the amended proposal. If the amended changes are
rejected by SPP, the Transmission Owner can still accept the proposal if it is in
the ninety day window.

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

In that event, SPP will solicit bids and evaluate proposals from other entities to
construct the project. SPP will select a qualified entity based on, among other
things, certain specific legal, regulatory, technical, and financial, and managerial
qualifications. Upon selection, the replacement designated provider becomes the
DTO.

What happens if SPP is unable to find another qualified entity to construct a
project?

The originally identified DTO will continue to have the obligation to construct the
project under Section V1.2 of Attachment O and Section 3.3(a) of the SPP

membership agreement.

Can a DTO transfer its legal right to build?
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Yes. Under Section 7070 of the SPS Business Practices, a DTO can assign or
transfer its legal right to build. This assignment does not relieve the original DTO
of the legal obligation to ensure that the project is built.

Can the original DTO ever be released from the obligation to ensure that a
project is built?

Yes. After the original DTO’s assignment of the right to build to a new TO, a
novation can be executed, which along with SPP Board approval, will transfer the
obligation to construct to the new TO.

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

As discussed previously, the Schedule 11 charges are assessed according to the
SPP OATT and are based on a number of factors. SPS is a Balancing Authority
known as Zone 11. As such, the retail customers of SPS are assessed Schedule 11
charges for their share of the regional and zonal transmission system projects.
SPS witness Ruth M. Sakya discusses the specific Schedule 11 charges to be
assessed to SPS.
Please provide an example of how the allocation of these costs from SPP
affect SPS’s New Mexico retail customers.

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

(“CCN”) from the Commission to construct and operate transmission lines that
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are located in New Mexico. When SPS submits CCN applications, it provides an
estimate of what it will cost to construct the transmission facility. For example, in
Case No. 12-00027-UT, SPS requested a CCN for the Pleasant Hill transmission
facilities, which are two 230 kV transmission lines and associated substation
facilities in Curry and Roosevelt Counties, New Mexico. In that application, SPS
provided a cost estimate of $60,000,000 to construct the facilities. This translates
into an approximate annual revenue requirement of $9.1 million.

However, the full $9.1 million annual revenue requirement related to the
Pleasant Hill transmission facilities will not be allocated to SPS. Because the
facilities are less than 300 kV, under the Highway/Byway cost allocation, the
facilities are funded 1/3 regionally and 2/3 by the zone in which they are built.
Thus, 2/3 of the $9.1 million annual revenue requirement (or approximately $6.1
million) will be allocated to the SPS zone. In addition, 1/3 or approximately $3
million would be assigned to the SPP region. Within the region, SPS’s share is
12.9812%, which reflects SPS’s load ratio share. Thus, of the $3 million annual
revenue requirement assigned to the SPP region, SPS will be allocated
approximately $391,000. In total, approximately $6.5 million of the total annual
revenue requirement of approximately $9.1 million is allocated the SPS zone.

Within the SPS zone, approximately 16.4868% is allocated to the New Mexico
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jurisdiction, which reflects New Mexico’s 12-coincident peak transmission
demand allocation. Therefore, of the $6.5 million annual revenue requirement
allocated to SPS, approximately $1.1 million is the annual revenue requirement
that will be allocated to the New Mexico jurisdiction. Thus, SPS’s New Mexico
retail jurisdiction would pay only approximately $1.1 million out of the
approximately $9.1 million total revenue requirement, or approximately 11% of
the total revenue requirement.

(4) Other Transmission Planning Activities

Are there any other transmission expansion planning activities currently
taking place at the SPP?
Yes. SPP and its members are working to comply with FERC Order No. 1000°
and also are consolidating the Balancing Authorities within its footprint.
What is the SPP required to do to comply with Order No. 1000?
Among other items, Order No. 1000 requires regional transmission planning with
a regional cost allocation methodology for particular new transmission facilities

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

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

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

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

process that will identify the DTO under these new guidelines.

D. Market Operations

Please discuss further the Market Operations function of the SPP.

In 2007, SPP implemented the EIS Market, which is a wholesale market that
operates under a tariff approved by the FERC. Through the EIS Market, the SPP
aims to reduce the overall production costs of serving load by optimizing the
dispatch of generation across the SPP footprint and improve reliability through
more precise control of power flows on the transmission system. SPP administers
the EIS Market, oversees market activities, ensures reliability, forecasts supply
requirements, and provides market monitoring oversight. In the EIS, a market
participant settles with SPP for imbalance service when a difference occurs
between a generator’s scheduled output or a load’s scheduled withdrawal and the
actual metered generator output or load withdrawal volumes in an hour. The EIS
utilizes Locational Imbalance Prices (“LIP”), which are calculated every five
minutes but averaged over the hour to create hourly settlement prices. The LIP
reflects the incremental cost of delivering energy to specific locations on the

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

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

(1) The Integrated Marketplace

What future plans does the SPP have for market operations?

On February 29, 2012, SPP filed tariff revisions at FERC to implement the new
Integrated Marketplace (*“IM”) for the region, moving SPP to a two-settlement,
LMP energy market model, like the Midwest Independent System Operator
(“MISQO”), the PIM ISO, and other established RTO administered markets.

When is the SPP Integrated Market expected to become operational?

The SPP expects the IM to go into effect on March 1, 2014. FERC conditionally
approved the IM on October 18, 2012.”

What is the primary difference between the EIS and IM?

The EIS Market is a constrained economic real time dispatch of the units that the
BAs have committed to optimize the real time balancing of load and generation.
The IM is a fully integrated market that not only still performs the constrained
economic dispatch, but also optimizes the market by performing a day-ahead
market with unit commit.

Please describe further how the SPP Integrated Marketplace will operate.

7 Southwest Power Pool, Inc., 141 FERC 1 61,048 (2012).
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The IM will include day-ahead (“DA”) and real-time energy and operating
reserve markets and transmission congestion rights markets. In addition, the
existing 16 Balancing Authorities in the SPP market footprint will consolidate to
form a single Balancing Authority. The IM will determine the most cost-effective
generating units to commit and dispatch the following day, determine the required
reserves, increase the balancing of regional supply and demand, and aid in the
integration of renewable resources. SPP estimates the new marketplace will result
in net benefits throughout the SPP region of $45 — $100 million per year.

This type of regional market uses a “two-settlement” system where
participants make binding day-ahead financial commitments and then settle any
deviations from their day-ahead commitments or load forecast in a real-time
balancing market. As proposed, the implementation of the IM includes a
centralized unit commitment system; further optimizing the use of generation
resources within the SPP footprint to serve load more economically because the
commitment is spread over a larger region.

When the IM takes effect, SPP will serve as the reliability coordinator,
balancing authority, transmission service provider, planning coordinator, reserve

sharing group administrator, interchange authority, and market operator.
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Please describe the day-ahead market component of the SPP Integrated
Marketplace.
SPP’s day-ahead market is designed to determine the least-cost solution to meet
the market’s energy needs and reserve requirements. To accomplish this
objective, market participants are required to submit offers to sell services
provided by generation including energy, reserves, and other ancillary services.
Market participants serving load will also bid in all or a portion of their forecasted
load to be cleared in the day-ahead market. SPP will then select the most cost-
effective mix of resources to meet the load forecast for the operating day. SPP
will also include a “must offer” requirement equal to the amount of forecasted
load and reserve obligation, in the day-ahead settlement to ensure enough physical
resource capacity to satisfy the need of the market. The “must offer” requirement
is required of all generation for the reliability unit commitment (“RUC”)
performed in the real time market.

SPP will perform a several RUC runs. One will be the day before the day-
ahead market clearing or two days before the active day. Then the day-ahead
market will run and clear by 4:00 p.m. the day prior. When the day-ahead market
has cleared, a day-ahead RUC will be performed once more and determine if the

reliability needs are met. This study will be performed with the latest updated load

45



10

11

12

13

14

15

16

17

18

19

Case No. 13-00 _ -UT
Direct Testimony
of
William A. Grant
forecast to ensure adequate resources are committed. Import and export schedules
that are submitted will also be part of the evaluation. During the market day, RUC
will be perform through out the day but at least every four hours to ensure
reliability for changing system conditions.
Please describe the operating reserve market component of the SPP
Integrated Marketplace.
The operating reserve market design calls for market procurement and dispatch of
Regulation Reserve, Spinning Reserve, and Supplemental Reserves. As with the
energy market, the operating reserve market is also a multi-settlement market
clearing in the day-ahead with deviations being settled in real-time. Offers
submitted for any or all services are cleared in priority with a co-optimized
algorithm to achieve the least cost overall solution for energy and reserve
products.
How will SPP perform the load balancing function?
SPP will be responsible under the NERC requirements as a BA to ensure balance
of resource and procurement of ancillary services. As mentioned earlier,
regulation, spinning, and supplemental reserves will be market bids that will
enable SPP to clear the necessary resources.

Will SPS still be responsible for the reliability of the SPS system?
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As TOP, SPS will still be responsible for the reliability for the SPS transmission
system. SPS will still be performing a forecast and transmission stability studies
to see if the SPS system meets NERC criteria. If the SPS TOP sees an issue, they
will work with SPP to address the problem. If time does not permit the
coordination with SPP, the SPS TOP will still have the authority to address real
time operating issues as needed including committing generation for reliability.
If SPS is no longer in control of the generation dispatch for the SPS region,
how is the SPS customer protected from prices caused by congestion?
The IM will have a Transmission Congestion Right (“TCR”) Market. A TCR can
be used as a hedge to reduce the risk of exposure to high market prices.
Describe the TCR market in more detail.
The TCR market will have two products. One product is the Auction Revenue
Rights (“ARRs”) and the other is the TCRs. The ARRs are a Market Participant’s
(“MP”) entitlement to a share of revenue generated in the TCR auctions. These
rights are allocated annually to MPs based on firm transmission rights on the SPP
transmission system and these are both firm point to point as well as network

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

market. A TCR is used to mitigate congestion exposure in the DA market. MPs
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can obtain the TCRs through the annual or monthly auctions by either converting
their ARR to a TCR or by bidding to purchase TCRs in the auctions.
How is the revenue of the TCR calculated?
The holder of a TCR for a transmission path would be given revenue based on the
day-ahead market solution when there is congestion on a path. For example if SPS
holds a TCR for 100MW on a path from a generator to load and is scheduled to
send 100MW down the path and congestion occurs, there will be a day-ahead
price separation between the generator and the load. The difference of the price
separation times the amount of the flow up to the amount of TCR held would
determine the revenue SPS would receive for that TCR. If the price separation
was $10 (generator cost of $20 and load node price of $30 for example), SPS
would receive $1000 for the TCR. SPS would then use that $1000 to offset the
actual congestion cost of $1000 for the transaction and would be fully hedged for
that transaction.
In your opinion, will the Integrated Marketplace provide benefits to SPS’s
New Mexico customers above the current EIS Market?
Yes. Although the EIS market has worked well and resulted in substantial cost
saving benefits for SPS customers, there are still more savings in a fully

integrated market that can be realized with the centralized unit dispatch proposed
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in the IM. A fully integrated market will also provide data that will identify the
cost of transmission constraints that can be compared to the cost to upgrade the

transmission system by putting a value on the congestion.

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

Why has the SPP concluded it must consolidate the 16 Balancing Authorities
into one Balancing Authority?

As noted above, to recognize the benefits of the IM, SPS and the current
Balancing Authorities will need to turn over the Balancing Authority
responsibilities to SPP. This transfer will allow SPP to perform the function of
reliably dispatching generation on a region wide basis instead of each of the
existing 16 Balancing Authorities performing that service today. The transfer of
this function to the SPP will allow SPS and its customers to recognize the benefits
of a region wide unit commitment and dispatch.

Is it in the interest of SPS customers for the SPP to operate as a consolidated
Balancing Authority?

Yes. Based on my past experience, there are benefits to SPS customers for the
SPP to operate as a consolidated Balancing Authority as a part of the transition to

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

Ccosts.

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

Earlier in your testimony you addressed the stakeholder influence in the SPP
and SPS’s involvement in committees. Can you provide additional examples
of SPS’s efforts to help influence SPP policy?

Yes. SPS has influenced the SPP’s STEP. When SPP was developing the regional
transmission expansion plan, there was a strong push to build 765 kV extra high
voltage backbone to the future plans. Although SPS is not opposed to 765 kV
transmission projects, SPS concluded that the initially proposed 765 kV projects
could not be justified in a cost benefit study (“CBS”) and, therefore, strongly
opposed them through several stakeholder meetings and several votes of the
membership. SPS worked very closely with commission participants on the RSC
and CAWG during this debate. As a result these efforts, the SPP changed the
projects to 345 kV lines, which are less expensive to construct, operate, and
maintain.

How active is SPS in working in the transmission planning process?

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

projects and the alternatives, if any, to the proposed projects. SPS transmission
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group works with the SPP planning department in developing projects that meet
the needs of the SPS area. When SPP finishes the near term assessment, NTCs
will be issued to the DTO.
Do you have examples of when SPS’s identification of alternatives saved
money for SPS’s customer?
Yes. SPS has questioned, as a DTO, NTCs it received from the SPP. One
example occurred in 2009 when, a result of the 2009 STEP, SPS received NTCs
for approximately $450 million of new construction projects. The STEP included
NTCs that required extensive reconductors or wreckout/rebuilds of urban SPS
transmission lines in and around the City of Amarillo. One large project in that
list of NTCs was the construction of the Potter Co (Amarillo) — Frio Draw
(Clovis) 345 kV line. SPS requested revaluation of many of the projects in this
set of NTCs. Specifically, SPS asked for a re-evaluation of the 345 kV Potter-
Frio Draw line, the extensive transmission line reconductors within the City of
Amarillo, the Hobbs-Seminole 230 kV project, and the Hitchland — Pringle 230
kV line project, among others. Among other items, SPS requested and worked
with SPP and stakeholder to amend the criteria used in SPP reliability studies to
allow committed projects, as well as new generation. Once the new criteria were

used and the re-evaluation was complete: (1) the 345 kV line from Potter-Frio
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Draw was no longer needed; (2) the reconductors of the urban transmission lines
in Amarillo were unnecessary; (3) the Hobbs-Seminole 230 kV line showed it was
not needed; and (4) Hitchland — Pringle 230 kV line was not needed.

Another example regarded the generation interconnection study for the
Jones 4, Quay County, and Mustang 6 generators. The study that the SPP
performed showed the need to build transmission to accommodate the addition of
the generators. SPS asked the SPP to perform a limited operations
interconnection study to determine if the upgrades could be deferred if SPS added
some power system stabilizers to some of the generation in the area. The results
of this study showed that the initially-proposed 345 kV project from Amarillo to
Lubbock could be deferred with the addition of the power system stabilizers. This
reduced the total cost of the required network upgrades from almost $150 million
to approximately $11.4 million.

In addition to the above, SPS also reviews NTCs to determine if the costs
of such facilities have been appropriately allocated. An example relates to an
NTC that included the addition of a second transformer at the Hitchland
substation. SPS believed the second transformer was not needed to support the
reliability or growth of SPS’s customers located in the area, but was identified for

projected wind resources to be interconnected. Thus, SPS asserted that the cost of
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this transformer should not be borne by its customers but should be uplifted to the
region. This issue was raised to the SPP Board of Directors in October 2011. The
SPP Board of Directors agreed with SPS’s position and granted a waiver for the

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

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

A. Production cost saving analyses required by the Stipulation.

Earlier in your testimony, you said SPS determined its customers have saved
approximately $19.28 million through SPS’s membership in the SPP. How
and where are customers realizing these savings?

Through SPS’s participation in the EIS Market, SPS customers benefit because
SPS has the option to reduce the operation of its generation and purchase lower
cost energy from the EIS Market to serve energy imbalances associated with its
load. SPS can further offer its generation into the marketplace for use on an
incremental basis and collect incremental revenue from off-system sales into the
market.

By replacing the generation of its own units with lower cost purchased
power through the EIS Market, the costs recovered through the Fuel and
Purchased Power Cost Adjustment Clause (“FPPCAC”) are reduced significantly.
Any revenues created by any economy sales that SPS is able to make through the
EIS Market are also flowed through the FPPCAC for SPS customer benefits.
Please describe the analysis SPS undertook to arrive at the $19.28 million
production cost savings and revenues as a result of SPS’s membership in the

EIS Market.
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To determine the production cost savings resulting from SPS’s activity in the EIS
Market from February 2010 to November 2012, SPS needed to determine what
the costs would have been for purchases and sales during the time frame absent
the EIS Market. The difference between the two scenarios represents the savings
achieved. To determine the “costs” for the purchases, SPS stacked the purchases
on a priority basis since EIS Market purchases come last, i.e., after bi-lateral
purchases. In particular, SPS stacked all the day-ahead purchases, and then the
real time purchases sales, including those from the EIS Market. After the order
was determined, SPS used GenTrader® to calculate the avoided costs of those
purchases. GenTrader showed additional production costs (and thus savings)
through purchases during this period of $31.4 million dollars, which includes
$15.3 million through the EIS Market.

For sales, the “costs” associated with not making them was the lost margin
from these sales during the time frame. Thus, SPS went back and removed the
margins gained from the sales to arrive at a total cost of sales during this time
frame absent the EIS Market. SPS sales during this period were $25.7 million,
which includes $3.96 million of margins gained through the EIS Market.

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

EIS Market participation and compared that to the actual costs for both through
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the EIS Market. The difference between the two scenarios of costs was $19.28
million. Thus, a total economic benefit of $19.28 million during this time period
resulted from the EIS Market.

Q. Please describe the analysis SPS undertook to arrive at the $43.7 million
production cost savings and revenue estimate that will result on a going
forward basis as a result of SPS’s membership in the EIS Market.

A Utilizing a ProSym model with the forward gas prices and the forward SPP
prices®, SPS performed an estimated production cost savings from purchases and
sales in the market for the remainder of the Interim Period. The results cover a
period from December of 2012 to February of 2015 and show an estimated
production benefit of $43.7 million for activity during this period. Recall that the
Integrated Marketplace is scheduled to become effective in March of 2014. Thus,

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

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

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
SPP footprint.
Explain further the incremental benefit to the SPS customers from the DA
market.
The DA market will not only provide opportunity to facilitate the purchasing and
selling in the market to supplement the bi-lateral activity, it also serves to firm up
transactions which will benefit on the unit commitment. Many of the purchases
mentioned in the backward-looking production cost savings analysis were non-
firm transactions, which would be backed up by reserves pursuant to SPP criteria.

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

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

In addition to the production cost savings achieved since the February 2"
Order and the estimate on a prospective basis, what other cost-saving
benefits do you envision resulting from SPS’s continued participation in the
SPP?

The Certification identified other cost-saving benefits resulting from the SPS
membership in the SPP. Those benefits were:

e Cost savings resulting from the contingency reserve sharing agreement with

SPP members.
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e Cost savings resulting from reduced capacity from SPS’s participation in the
SPP reserve-sharing group.

e Labor cost savings resulting from the SPP acting as the regional transmission
planning coordinator, processing wholesale generation interconnection
requests, and processing firm transmission service requests.

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

(1) Savings from the SPP contingency reserve sharing agreement

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

the SPP contingency reserve sharing agreement?

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

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

event of a sudden resource outage. It would be quite expensive for each BA to
provide full backup for the generating resources within its boundaries. The BA is
able to decrease the amount of contingency reserve required by pooling reserves
under a reserve sharing arrangement.

Absent the reserve sharing agreement, SPS would need to provide
contingency reserves to account for an unplanned outage of its Tolk generation
facility, which is 540 MW, half of which needs to be spinning reserves. This

means that 540 MW would need to be in place, and 270 would need to be
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spinning (i.e., using fuel), but not generating electricity or being dispatched to
respond to an outage at Tolk or another larger unit on the SPS system.

With the SPP reserve sharing agreement, the reserve sharing group
members collectively respond to an unplanned outage of generators on SPS’s or
any transmission providers’ system within the SPP region. As a result, SPS is
responsible for only a portion of the contingency reserve it would otherwise be
required to meet NERC reliability criteria. The Certification noted that the
reserve sharing agreement resulted in SPS needing to obtain 140 — 180 MW of
contingency reserve.

What types of cost savings will SPS’s customers experience as a result of the
SPP reserve sharing group agreement?

There are two types of cost savings SPS and its customers experience. The first is
a reduction in fuel and start up costs associated with maintaining sufficient
contingency reserves. The second is the reduction in procuring a lower amount of
capacity margin.

With regard to the first type of cost savings, what amount do you estimate

SPS’s customers will save through lower fuel and start up costs associated

with maintaining sufficient contingency reserves?
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As noted earlier, absent the reserve sharing agreement, SPS would be required to
procure 540 MW in contingency reserves. With the reserve sharing agreement,
that amount is roughly 180 MW. The reduction of 360 MW is the amount saved,
which directly translates into avoided start up and fuel cost savings.

To provide an estimate the savings resulting from avoided start up and fuel
costs, SPS performed a production cost study with two different reserve
requirements for 2014, One reserve requirement was for 540 MW, which would
be required for SPS as a stand alone BA to cover the loss of the largest unit (either
of the Tolk units) and the other requirement was for 178 MW, which represented
the amount of reserves SPS anticipates carrying in 2014 under the reserve sharing
agreement. The results showed annual savings of $80.9 million dollars. The
major change in the $135 million in savings estimated for 2009 in the
Certification is the drop in projected natural gas prices at a range of
$3.19/MMBTU to $3.82/MMBTu for 2014 as compared to an average of $9.16
MMBTU used in the 2008 study.

What amount do you estimate SPS’s customers will save through the need to
procure a reduced amount of contingency reserves?
In addition to the reduction in costs for avoiding spinning reserve capacity on the

SPS system and reduced start-up costs for supplemental reserve capacity,
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membership in the contingency reserve sharing agreement also reduces the
capacity margin SPS is required to provide to meet NERC standards. Under
NERC reliability standards, a BA would have to replace the contingency reserves
within 90 minutes after the end of a disturbance period following the trip of
generation unit. For SPS to have enough resources to restore the contingency
reserves of 540 MW instead of the 180 MW after the trip, it would have to carry
approximately 360 MW more of planning reserves.

To determine the savings attributable to the reduced capacity margin, it is
necessary to determine how much the incremental 360 MW of planning reserves
would cost to procure. Based on current levelized capacity market prices of
$7.63/kw month, the savings achieved by avoiding procuring 360 MW is
approximately $2.747 million a month or $32.96 million on an annual basis.

(2) SPS’s labor cost savings due to SPP services
Earlier, you listed cost savings from the SPP acting as the regional
transmission planning coordinator, processing wholesale generation
interconnection requests, and processing firm transmission service requests.
In your opinion, will SPS’s customers continue to experience those cost
savings?

Yes.
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What are the estimated labor cost savings SPS’s customers will experience as
a result of the SPP performing transmission planning for its members such
as SPS?
The Certification cited SPS’s testimony that in order for SPS to replicate the
transmission planning performed by the SPP, SPS would need to incur $333,000
per year to perform transmission planning for the SPS system. In addition, the
Stipulation noted the SPP develops regional transmission engineering models that
SPS uses in powerflow studies and dynamic stability studies. [If SPS were
required to complete those studies on its own, the cost of these studies would be
in excess of $100,000 a year. These assumptions remain true today.
What are the estimated labor cost savings SPS’s customers will experience as
a result of the SPP processing wholesale generation interconnection
requests?
When wholesale generation interconnection requests are processed, three
sequential studies are performed. SPP performs the first two studies, i.e., the
Feasibility and System Impact Study. SPS performs the last study, which is the
Facilities Study. At the time, SPS noted if the SPP were not involved in the
generator interconnection process, SPS would need a minimum of three additional

planning engineers to perform the Feasibility and System Impact Studies, at a cost
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of approximately $250,000 per year, as well as increased contract management,
regulatory, and legal support to facilitate the execution of interconnection
agreements with generation developers. SPS still estimates it would need a
minimum of three additional planning engineers to fulfill SPP’s role in processing
these requests.
Why will the labor cost savings continue for SPS’s customers as a result of
the SPP processing all long-term firm transmission service requests?
The SPP RTO studies all long-term firm transmission service requests in a given
time period in an SPP Aggregate Transmission Service Study. The SPP RTO
targets three studies for transmission service per year. The studies identify
network transmission upgrades required to support the requested service, and the
required in-service dates for the projects. By SPP performing these functions,
SPS New Mexico retail customers benefit by reduced internal labor costs and
outside consulting costs that would otherwise be required. These benefits were
similarly recognized in the Certification.
If SPS was fully administering the Xcel OATT instead of SPP providing

tariff and scheduling services, would SPS incur additional labor coat?
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Yes, SPS would have to hire additional accounting and tariff administration
personnel to administer and account for the tariff charges. SPS estimates that an
additional $295,000 per year to perform these task.
In addition to the cost-saving benefits resulting from the SPS’s continued
participation in the SPP, will SPS experience qualitative benefits?
Yes. There are several qualitative benefits derived from SPS’s continued
membership in the SPP. These benefits include increased reliability, more
efficient use of existing transmission and generation assets, increased access to
external generation and load, and increased regional transmission planning and
expansion coordination. These benefits were also recognized in the Certification.
Can you provide an example to further illustrate the increased reliability and
more efficient use of generation assets through membership in the SPP?
Yes. SPS is scheduled to have two 345kV tie lines in service by summer of 2014.
The two new lines are part of the Balanced Portfolio and the Priority Projects.
These lines will strengthen the connection of SPS to the Eastern Interconnection.
SPP has performed a stability analyses for the SPS system with and without these
two lines. The results of this study show that beginning in 2018 the two lines
would help support the forecasted 550 MW load increase on the SPS transmission

system while also providing for an additional import capability of 550 MW. The
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increase in the import/export capability will provide greater access to the rest of

the interconnection, which will increase market access and provide increased

reliability to the region.
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VIIl. ADDITIONAL COSTS OR OTHER BURDENS RELATED TO SPS’S
CONTINUED PARTICIPATION IN THE SPP RTO

The Stipulation required SPS to document any additional costs or other
burdens related to SPS’s continued participation in the SPP. What costs does
SPS incur as a result of its membership in the SPP?

SPP assesses transmission owners a Schedule 1 Administrative Rate, which is
designed to recover the SPP’s operating and debt service costs, with adjustments
for any over-collections or under-collections. The administrative fee relates to
several services provided by SPP, including reliability coordination, tariff
administration, and seams agreements. The fee is annually set by the SPP Board
of Directors based on the preceding year’s anticipated budget, including
reconciliation from the previous year’s over-or-under-collection. The fee is
assessed based upon transmission services purchased or provided pursuant to the
SPP Tariff.

What was the SPP administrative fee for 2011 and 2012?

The fees were:

Year Fee
2011 $0.21/MWH
2012 $0.255/MWH

How does SPP collect these administrative fees?
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SPP collects these fees through Schedule 1-A of its OATT.
What is the SPP administrative fee for 2013?
The SPP Board of Directors approved a fee of $0.315 per MWH for 2013. This
increased amount reflects the Entergy Operating Companies decision to transfer
the Independent Coordinator of Transmission (“ICT”) function from the SPP to
MISO.
What is the estimated administrative fee for 2014?
The estimated cost for 2014 is $0.37 per MW per hour. As reported in the SPP
Finance Committee report, the fees were based on the projected costs based on the
estimated numbers of employees and the cost of providing services. The SPP
Finance Committee report indicated a leveling of fees around the $0.37 since the
increase has been based on increases due to the market start and increased
planning activities.
In addition to the administrative fee, what other costs does SPS incur as a
member of the SPP?
As noted above, SPP collects and allocates revenue for transmission funding. SPP
administers the process through the methodologies contained in Attachment J of
the SPP OATT and recovers the revenue through the resulting Schedule 11

charges under the SPP OATT. SPP collects both the zonal and any regionally
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allocated costs under Schedule 11. SPP then distributes this revenue to the
Transmission Owners in accordance with their respective Attachment J.
In addition, SPS can be assessed charges and earn revenues through its

participation in the EIS Market. SPS Witness Ruth M. Sakya addresses costs

related to the SPP membership further in her testimony.
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IX. SPS’s REQUESTS OF THE COMMISSION

What relief is SPS requesting from the Commission in this case?

SPS asks the Commission to grant the following relief:

1)

(b)

(©)

find that SPS’s Interim Report satisfies SPS’s reporting obligation under
Section 4 of the Stipulation;

find that the benefits resulting from SPS’s participation in the SPP
membership outweigh the costs of such participation and support SPS’s
participation in the SPP on a permanent basis; and

grant SPS permanent approval to participate in the SPP, including the

transfer of SPS’s retail load to the SPP OATT.
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X. CONCLUSION

Are Attachments WAG-1 through WAG-5 true copies of the documents you
have represented them to be?

Yes.

Does this conclude your pre-filed direct testimony?

Yes.

70



Attachment WAG-1

Page 1 of 53
BEFORE THE NEW MEXICO PUBLIC REGULATION COMMISSION
IN THE MATTER OF AN INVESTIGATION - )
INTO THE PRUDENCE OF SOUTHWESTERN )
. PUBLIC SERVICE COMPANY’S : )
PARTICIPATION IN THE SOUTHWEST- )
POWER POOL REGIONAL TRANSMISSION ) _ o
ORGANIZATION, ' ) Case No. 07-00390-UT
_ ) . -
I ) s
SOUTHWESTERN PUBLIC SERVICE COMPANY ) R
) S iaE
Respondent, ) R ‘;}ﬁ
) A ;:T. !:‘H =
UNCONTESTED STIPULATION - A3
fD

The parties to this Uncontested Stipulation (Stlpulatmn) which is datcd as of Séptember
17, 2009 are Southwestern Public Service Company (SPS); the Utxhty Division Staff (Staff) of
the New Mexico Public Regulation Commission (NMPRC or Cqmm.lssmn); the Atiorney
General of the .State of New Mexico (AG); Central Valley Electr.ic Cooperative, Inc, (Central-
Valley); Farmers Electric Cooperative, Inc. (Farmers); Lea County Electric Cooperatwe Tnc.
(Lea County); Reosevelt County Electric Cooparatwe Inc. (Rooseve]t) and the Sonthwest.
B Power Pool, Inc. (SPP). The foregoing shall be referred to mleidually etther as a Signatory or
rby the acronym assigued above, and collectively as the Signatories. Occidental Permian Ltd.
" does not oppose the Stlpulatlon :
On October 16, 2007, in Case No. 07-00390-UT, the Commission i_ssueld its Order
requiring SPS to file direct testimony .addressing, “from the New Mexico retail customers’
: perspectiw}e, 2 cost/benefit analysis of SPS’s participation. in the SPP that demonstyates, among
other matiers, a quantification of any reductioxi or increase in SPS’s adrpjniﬁtrative and generai
~ and other costs as the result of its participation in the SPP, the impact, if any, on SPS’s purchased
power and fuel costs and reliability of service, apd the impact of that participation on the |
- Commission’ s ab:hty to protect the interests of New Mexico consumers under the Poblic Utlhty
Act.” On July 31, 2008, SPS filed the du'er_,t testimony of four witnesses in response to the
,(;ominis:sion’s Order in Case No. 07-00320-UT. On May 1, 2009, _ther SPS filed an Unopposed
Motioﬁ to Expand the Scope of this case to include review and approval of SPS’s transfer of its
New Mexico retail load to the SPP Regional Open Access Transmission Tariff (SPP Regional

) _ : Case No. 07-00390-UT

Uncontested Stipulation
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OATT), and on June 9, 2009 the Commis!;ipn granted the Motion. On June 29, 2009, SPS filed
supp]emental testimony addressing mattei?s in the. expanded scope ordered by the Comunission.
For convénience SPS’s July 31, 2008, and June 29, 2009, filings shall be referred to_collectively

as the “SPS Fllmg ”

The Slgnatones submlt this Stlpulatmn to the Commlssmn as represe.nhng a Just and
reasonable disposition of the issues related to this case consistent with the public interest; the
Signatories request that the Commission enter its final order approving this Stipulation.

By this agreeﬁlent, the Signatories.resolve all issues between them related to the
Commission’s investigation, and the expanded scbpe of the case, and stipulate and agree as
follows: '

Secnon 1. Support for Approval of SPS’s Pal‘tl(:]pat]on in the SPP Regmnal Transmission
Orgamzatmn RTO)

a. Subject to the agreements in this Stipuiaiion and solely on a New Mexico retail
Jjurisdictional basis, the Signatories agree that it is appropriate for SPS 16 participate in the SPP,
. inchuding but not Iiniite(i to: the reliability aspects of the SPP RTO (reserve sharing group. and

~ Regional Reliabili'ty Coordinator); and the tegional wholesale ﬁanSnﬁssion service and cﬁergy '
markets administered by the SPP RTO, including regional transmission service, generation
'mtercbnnection adxrﬁnistratibn, and Energy Imabalance Service (EIS) market administration. The
Signatories ac}mbm;ledge that — as a member of SPP — SPS is required by SPP to transfer its New
Mexico retail load to Network Integration Transmission Service (NITS) under the SPP Regional
OATT no later than February 1, 2010, pursuant to Sections 1.44a énd 38.2 of the SPP Regional
OATT. While the Signatories do not oppose this SPP requirement, noﬁpg. in this Stipulation
_shall be construed as iroplying that the Commission is bound to auntomatically pass through the
resulting wholesale transmission costs into the txansrmssmn component of the bundled rates paid

- by New Mexico retail customers. _ . _ _ '7

. Accordingly, the S:gnatoﬁes support the entry. of an order by the Cdmmission .
determining, on a New Mexico retail jurisdictional basis, that SPS’s participation in the SPP on
the terms outI_i_néd in this Stipulation is prudent, reasonable and in the public interest and that the

approvals granted in this proceeding are the only approvals required from the Corimission.

' Case No. 07-00390-UT
Uncontested Stipulation
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b. ‘The Signatories also acknowledge that SPS is under the ongoing jurisdiction of
the North American Electric Reliability Corporation (NERC) as the designated Electric
Reliability Organization pu.rsuant to the. Energy Policy Act of 2005 and FERC Order No. 693,
the separate SPP Regmnal Enmy REB) function by delegation agreerent with NERC and the L

Federal Energy Regulatory Commission (FERC) with regard to compliance with mandatory
electric reliability standards adopted pursuant to Section 215 of the Federal Power Act (2005)
and FERC Order No. 693 ef seq. Nothing in this Stipulation is intended to affect the
jurisdictional relationship between the SPP RE function (or any successor thereto) and SPS.
c. Commission approval of this Stipulation does not establish a rebuttable
. presumption, nor justify for the recovery in retail rates, any of SPS’s costs, fees or charges paid
or to be-paid to SPP. The reasonablencss of all costs resulting from SPS’s parﬁcipaﬁon n the
SPP RTO and claimed for retail rate récovery in Cemmission proceedings, will be determined by
the Commission. .
Section 2. Interim Nature of Approval Relating to SPS’s Participation in the SPP RTO
The Signatories support the entry of an order by-the Coxﬁnﬁssion determining that SPS’s
participation in the SPP RTO is prudent, réasonable and in the public interest on an interim and
: éonditional basis during a term of five years from the date penmission is granted by final
Commission order (Intenm Period). - If the Commission resclnds its approval pursuant to the
terms of this Shpulanon, the Commission has the jurisdiction to require SPS to timely 1mt1ate
. any notices, filings, and actions necessary to seek withdrawal of SPS’s New MGKICO retail load
from the SPP Regional OATT. and SPS aclmowledges that there is a p0551b111ty that the
Commission could issue such an order. If the Commission does not issue an order to terminate
or éxtend its interim -approval prior to the end of the Interim Period, the approval of SPS’s
: participation in the SPP and the transfor of SPS’s retail load to the SPP Regional OATT shall no
- longer be deemed to be interim. | - |
' Section 3. Changes to the SPP Administrative Fe¢ During Interim Period
If the SPP’s administrative charge in Schédule 1-A of the SPP Regional QATT, effective
as of Qctober 16, 2007, excluding the portion of the charge related to the provision of additional
_ market related servicés, increases by more than 257pércent above $0.19 per MWh, SPS shall file
‘with the Commission a pleading within 60 days of the latter of (a) the date that the SPP’s Board ‘

Case No. 07-00390-UT
Uncontested Stipulntion
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of Directors approved such a charge, or (b) the date FERC accepts a change in the Schedule 1-A
rate proposed by SPP, if applicable. The pleading will be served on the parties 1o this proceeding

- and will address the reasons for the increase in the Schedule 1-A charge and the merits of SPS’s

continued participation in the SPP. e e

Section 4. Required Filing Two Years Before End of Intenm Period
Two years before the conclusion of the Interim Penod, SPS will file with the
Comm;ss:on and serve on the parties to this proceeding a report {Interim Report) regarding
SPS’s continued parnmpatlon in the SPP RTO. That filing shall contain a comparison of actual
production costs from participation in the SPP RIS market to an estimate of SPS cnergy costs
-absent SPS’s participation in the BIS market during the period between the Commission final

“order approving the Stipulation and date of the Interim Report. The Interim report shall also

-contain a comparison of estimated production costs for participation in the SPP EIS market to an
estimate of SPS energy costs absent SPS’s participation in ‘the EIS market during the period
‘between the date of the Interim Report and the end of the Interim Period. The SPS filing maj -
alsordocumcnt other benefits, and shall document any additiona! costs or othér burdens, of SPS’s
continued participation in the SPP RTO. . -
Section 5. Change in Membership or Load Functions of SPP RTQ
If at any time during the Interim Period: (a) the combined impact of additions to and
departures from the mémbership in -the SPP RTO results in a 25 percent decrease in the total load

- of the participants that were anticipated in the SPP -Regionél State Committee’s Cost-Benefit

Analysis to participate in the SPP EIS marl«_:.et'(geographic scope provision) {dated July27,
2005), or (b) there is a final FERC order dﬁriﬁg the Eteﬁ:n Perioﬂ approving a change in the list
of functions performed by the SPP.RTO from those set out in FERC orders 1ssued February- 10,
2004, and October 1, 2004, granting SPP RTO status! (RTO function provision), then, within

60 days of such event, SPS will provide written notification to the Commission and the parties to

this proéeeding of the change in the SPP RTO scope or the change in the SFP RTO-funciion.

"V Southwest Power Pool, Inc., 106 FERC 161,110 {2004); order on reh’g 109 FERC § 61,010 (2004).

Case No. 07-00390-UT
Uncontested Stipulation
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Section 6. Network Integration Transmission Service
As a participant in the SPP as -contempl_ated in this Stipulation, and as required by
Séctiom.1-44a and 33.2 of the SPP Regional OATT SPS will contract to use NITS pursuant to
the_SPP chlonal OATT to serve its New Mexico-retail load effective January 1, 2010 In this

regard, SPS will be subject to all rates, terms, and ¢onditions of the SPP Regional OATT other
than those set out for exclusion in the Network Integratmn Transmission Service Agreement
(NITSA) discussed in Section 7, below. In addition, SPS and SPP will enter into a Network
Operating Agresment (NOA) as requlred under the SPP Regmnal OATT, in substantially the
fon'n set forth in Exhibit B to this Stipulation.
Sectlon 7. Agreement with Respect to the NITSA
~ The Signatories acknowledge that:

a; SPS and the SPP shall enter into a NITSA in substantially the form set forth mn
Ex}ubﬂ A to this Stipulation. A_Ithough not meant to be exhauative, the following areas are SPP.
rates, terms, and conditions that may apply to SPS: (1) SPP administrative charges {Srp
Schedule 1); (2) ancillary services charges (SPP Schedule 2); (3) charges related to SPP cost
alldcﬁtion for transmission upgrades required for reliability purposes (to maintaiﬁ compliance
with NERC and other applicable rehabﬂlty standards); (4) charges related to SPP cost allocation
for transmission upgrades requn'ed for purposes other than to meet reliability requirements that
are determined” through SPP p]anmng processes; (5) costs and revenues related to the operation
of the SPP EIS Market; (6) allocation of SPP FERC assessment fees (SPP Schedule 12%; mad.
(7) charges for ancillary services not self-provided by SPS However the Comm1351on is not

_ bound to automatlcally pass through any of these wholesale fransmission costs into the
- transmission component of the bundled rate paid by Ne,w Mexico retail customers.

| b. ~ SPS agrees, and the SPP acknowledges, thiat the Commission’ s approval of SPS’s

- participation in the SPP is subject to the condition that the NITSA will be accepted for filing or
.‘approval by the FERC.. SPS and the SPP. will agree to p_rompﬂy execute the NITSA and NOA
and the SPP will promptly file the NITSA and NOA with the FERC following the approval of
this Stipulation by the Commission. If the Commission apprpyes the Stipulation and if the -
N FERC unconditionally accepts SPP’s filings, no further probeeding before the Commission with

- regard to the NITSA to serve SPS retail load in New Mexicio will 53 required: ” '
T T T T caseNo. ar.owsv0nm
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c. The execution and implementation of the NITSA to serve SPS retail load in New

Mexico effective January 1, 2010, is necessary for SPS to fulfill its requirement as a member of

the SPP pursuant to Sections 1.44a and 38.2 of the SPP Regional OATT, and, therefore, is an

integ_rél part of this Stipulation.

_ Section 8. Ceontinued Rate Authority

SPS owns and operates integrated transmission facilities in New Mexico, Texas,

Oklahoma, and Kansas for the benefit of i its customers, including, but not limited to, its New
Mexico retail customers. SPS aclmowledges that the Commission has, and will continne to have,
anthority to determine the just and reasonable level, and set the transmission component, of
SP8’s bundled retail rates to serve its New Mexico retail customers related to SPS transmission
facilities. 7 ' A

a. While the Signatories acknowledge that — as & member of SPP — SPS is reguired
by SPP to iransfer iis refail load to transmission services under the SPP OATT, nothing in this _
Stipulation shall be construed as implying that the Commission is bound to automatically pass
through the resulting wholesale transmission costs into the tranéniis_sion component of the
bundled rates paid by New Mexico retail custon_iérs. The Signatories acknowledge that FERC
has, and will continue to have, authority to determine the just and reasonable rates for third-party

wholesale transmission services in interstate commerce (including, but not limited to, services

~under the SPP Regional OATT) SPS may purchase and seck to include in SPS's bundled retail

rates to serve its retail load i in New Mexico.

b. SPS agrees the Commission wﬂl have the right to rescind its interim- approval of
SPS s participation in the SPP RTO and to require SPS to tumely initiate any notices, filings, and
actions necessary to seek wﬂhdrawal from the SPP RTO i (1) FERC issues an order or ad0pts a

' final rule or regulation, bmdmg on SP§, that has the effect of precluding the Commission from

*comtinuing to set the transmission cdmponent of SPS’s rates to serve its New Mexico bundled

retail load as provided-in this Section 8; or (2) the FERC issues an order or adopts a final rale or

' regulation; binding on SPS, that has the effect of amending, modifying, changing, or abrogating

 In any material respect any term or condition of the NITSA and such change has a detrimental

.effect on SPS’s New Mexico retail customers.. SPS and the SPP agree to notify the Commission

Case No. 07-00390-UT
Uncentested Stipulation
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and the. parties to this proceeding within 60 ddys of jssnance of any FERC order, rmule, or
regulation amending, modifying, changing, or abrogating any term or condition of the NITSA.

Section 9. Authority of Commission to Order Transmission or Associated Substation
Construction or Upgrades

SPS and the SPP acknowledge that if the Commissi_c;n orders SPS to construct or upgrade
transmission lines or substaﬁ'on facilities, SPS and the SPP will work to ensure that the ordered
construction or upgrade is accomplished in a timely manner and the progress of construc.:tion is
reported monthly to the Commission (or such other penodlc reporting as may be ordered by the

. Commission).

Section 10." Agreement to Seek Prior Commission Approval of Transmission Line and
Associated Substation Construction or Upgrades in SPS’s New Mexico Sexvice Territory

SPS and the SPP shall comply with applicable New Mexico laws and regulations
governing authorization to construct or operate transmission lines and associated facilities in
SPS’s New Mexico service area, or upgrades of transmission lines and associated facilities in
such service area, and applicable Ibcation approval .of those facilities, Sections 62-9-1,
"62—9-3, and 62-9-6 NMSA 1978. This commitment shall apply regardless of the purpose for
which the transmission line or substation is being constructed or up graded.

Section 11. Annual Report
On or before June 1 of each year SPS shall file with the Cormmss:on and sexrve on the

partles to this case, a report showmg (a) the SPP administrative charges (SPP Schedule 1) for
the prior calendar year; (b) the ancillary services charges (SPP Schedule 2) retmbursed to SPS
for the prior calendar year; (c) the charges related to _SPP cost allocation for transmission
upgrades required for reliability purposes {to maintain compliance with NERC’ anci other
applicable reliability standards) duﬁng the prier calendar year; (d) the chargés related to SPP cost
allocation for transmission upgrades required for purposes other than to mest reliabi]ity'
rcquirenicnts that are dctcmﬁhed throﬁgh SPP planning processes assessed to SPS for the prior -
calendar year (Schedule 11}; (g) costs and _re?enﬁes related to the operation of the SPP EIS
Market for the priof ~calendar year; (h) allocation of SPP FERC assessment fees (SPP
Schedule 12) for the prior calendar year; and () the charges from SPP to SPS for ancillary
. services not self-provided by SPS for the prior calendar year.

: Case No. 07-00390-UT
. . Uncontested Stipulation
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SPS and SPP agree that they will respond in good faith within 20 days to any information
requests concerning the subject material of the report submitted by parties to this Stipulation

within 90 days of the report, including the basis for the Schedule 11 charges.

_ Section 12. Continued Control Over Trf[isnii_ssion Facilities e e e e e

SPS shall have the obligation to operate fransmission facilities in New Mexico to:
(a) protect public safety and the safety of its workers, prevent damage to equipment, and
preserve reliability in compliance with NERC and regienal standards; and (b) as necessary to
preserve jts right, duties, and obligations regarding electric service to its retail and firm
wholesale customers in New Mexico pursuant fo state lJaw and consistent with NERC
strcm.«'iards.2 SPS and the SPP commit that SPS’s New Mexico retail load w_illl have the highest-
priority {equal to that of other network retail and firm wholesale customers of SPS) with respect
to lransmission priority on SPS’s transmission facilities.

Section 13. 'Participétion in the SPP Energy Imbalance Service Market; Other Markets
The Signatories agres that SPS will participate in the SPP’s EIS market. SPS’s

participation in the SPP EIS market will be subject to Commission reviéw in relation to New

Mexico retail raternaking treatment of the cost of EIS energyL Energ§ purchases from SPP in the
EIS market shall be subject to the same regulatory standards as other fuelrand energy pﬁrchases
regardmg rate recovery., - :

SPS will notify the Conmmission and the parties to this proceeding if SPS proposes to
participate in any addltl_onal matkets beyond the EIS. The SPP will notify the Comumission and
the parties to..ihjs proceeding if the SPP proposes to modify the SPP Régional OATT to bégin

? - The NERC Standards, TOP-001, contain the following  language  in  this  regard:

- R3. Bach Transmission Operator, Balancing Anthority, and Generator Operator
shall comply with reliability directives issued by the Reliability Coordinator,
and each Balnncmg Authority and Generator Operator shall comply with
reliability directives issued by the Transmission Operator, unless such actions
would viclate safety, equipment, regulatory or statatory requirements. Under
these circumstances- the Transmission Operator, Balancing -Autherity or
Generator Operator shall immediately inform the Relfability Coordinator or
Transmission Operator of the inability to perform the directive so that the
Reliability Coordinator or Transmission Opcrator can implement alternate
remedial actioas.

Case No. 07-00390-UT
Uncontested Stipulation
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providing additional market services by notice of filing pursnant to 18 CFR 35.13. Notices
pursuant to this section may be provided electronically by email.

Section 14. FERC Transmission Incenfives
SPS recognizes that the Commission cwrently has the sole regulatory authority to -

determine whether or not incentivés such as those conicmplated by FERC Order 679 et ol (in
which the FERC allowed utilities fo request certain incentives for investment in new
{ransmission, investment in new fransmission technologies; improvcmehts in the operation of
transmission facilities, and participation in a Transco? or a Transmission Organization®) related

* o SPS’s transmission facilities should be included in rates for SPS’s retail customers in New
Mexico. Thé Signatories récognize that FERC has the sole reguniatory authority fo d.etermine
whether Order No. 679 incentives may be included in SPS or SPP wholesale O.AT’I‘ Tates,

Section 15. SPP’s Assurance of Intervention, Cooperation and Responsiveness.

'Nothing_ in this Section shall: 1) constitute any party’s agreement regarding SPP’s
jurisdictional status; 2) constitute a Commission finding regarding SPP’s jurisdictional status; 3)
pfeclude tﬁe Commiésioﬁ f-rom- invesﬁgaﬁng SPP’s jurisdictional status in other proceedings.
The parties reserve all.of their ngits to addr;-,s's any such issues -in future Commi_ssién
proceedings. Nothing in this Section shall determine in ény resiaect any existing authority that
the Commission possesses under New Mexico laws aﬁd regulétions over the rates and service

| operations of SPS or SPP and over the approval of construction and siting of facilities nécessary
1o deliver power to. SPS’s customers. The agreements contained in this Section are intended to

allow the Commission to continue to ensure that SPS’s cost of providing services to its New

3 Fromoting Fransmission Invesiment through Pricing Reform, Order No. 679, 71 Fed. Reg: 43,294 (July 31,
2006), FERC Stats, & Regs. § 31,222 (2006); order on rek's Order No, 679-A, 72 Fed. Reg. 1152 (Jan. 10,

: .2007), FERC Stats. & Regs. § 31,236 (2007); order on reh’s Ordex No. 679-B, 119 FERC § 61,062 (2007).
4 In Docket No. RM06-4-000, FERC defines a Transco to mean “a stind-alone transmission company that
has been approved by the Comunission” that is “engaged solely in selling transmission at wholesale or on

_ an unbundled retail basis.” : . e
-* + In Docket No. RM06-4-000, FERC defines a Transmission Organization to mean “a regional transmission
organization (RTO), independent system operator (ISO), independent transmission provider, or cther

transrnission erganization finally approved by the Comrmission for the operation of transmission facilities.”

. _ o _ Cuase No. 07-00390-UT
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) Mexico customers is reasonable and the facilities necessary for delivery of power are adequate.

Subject to these reservations SPP agrees:

agrees:

a, For the Interim Penod and thereaﬁer unless the Cormmsswn orders otherwme SPP

To study, at the request of the Commission or its Staff, any issues of cost and
adequacy of transmission service in the SPP region of New Mexico.

To place into the SPP Transmission Planning process any requests from SPS to

construct upgrades directed by the Comm_tssmn

To intervene as a party in any Commission proceeding ,rélated to SPS’s
transmission facilities {(either new or existing), including but not Timited to CCN
and other transmission proceedings;

To intervene as a party at the request of the Commission, its Staff or SPS, in

Commission proceedings, in which the Commisston or its Staff desire imformation
regarding SPP related activities or functions and in proceedings in which SPP ¢an

. provide information usefol to the Commission in its decision-malking processes;

. Prior to SPP’s Board of Directors’ consideration and vote on SPP’s annual

T:ransnnssxon Expansion Plan (STEP), any Balanced Portfolio proposals or any
other similar regional multi-project transmission proposal, SPP will prov:de: the
transmission plans fo the Commission or its Staff and, upon request, will mest
either in person or via teleconference with the Commission or its Staff and other

interested parties to discuss the plans,

~ To provide information to the Commission or its Staff outside of formal

Commission proceedings regarding matters identified by the Commission or its
Staff to include transmission-related or wholesale market-related matters;

_ To meet at least annually with New Mexico stakéholders, including Commission _

Staff, retail customers and the electric cooperatives served by any facilities
subject to SPP conirol, administration and management to discuss SPP and. SPS

‘transmission activities in New Mexico;

To provide regular updates to the Commission and its Staff, either formally or
mformally, on matters identified by the Commission or its Staff; and

To provide notice to the Commission and its Staff of the commencement of all

SPP dockets before the FER_C, and, upon reasonable notice and request by the .

Case No. 07-00390-UT
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. Commission or its Staff, SPP shall meet with the Commission or its Staff either in
person or via teleconference to discuss the matters at issue in the docket.

- b. At the end of the Interim Period, the Signatories will review the arrangements in this

- Seeﬁan-an@determiﬁa-ifany-madiﬁeaﬁans-by—the@emmissien-are—neeeﬁsar-y:-- e e e

Section 16. Effect of Commissioners® or Stafi®s Participation in SPP Process
SPS and the SPP agree that they will not claim that participation by any NMPRC
Commissioner(s) or Staff in the SPP stakeholder processes constitutes approval or waiver of the
' need for any NMPRC approvals described in this Stlpulatlon

Section 17. Compliance with New Mexico Law

SPS will not take any action ot do any other thing with respect to rates, charges, terms or
condmons of service, the resolution of disputes under a SPP Memberslup Agreement or any
other matter regard-mg its obligations and performance requirements under a SPP. Membership
Agreement that: (a) SPS is not permifted by New Mexico law or regulation to undertake; (b) is

'prohibited in whole or in part by any New Mexico law or regulation applicable to SPS; or
(c) would require SPS to violate a provision of New Mexico law or regulation to comply with its
SPP Membership Agreement. Determination of compliance with and permissible action,
conduct, and obligations under this section by SPS shall be within the sole jurisdiction of the
Commission, subject fo applicabie state of New Mexico court review. SPS shall not object to
SPP’s participation in any state proceedmg that unpacts SPS’s ability to perform under a
Membershlp Agreement.

Section 18. Obligation to Actively Support this Stipulation

The Signatories agree that they will support this Stipulation before the Commission.

Section 19. Admission of SPS’s Prefiled Testimony and Other Filings into Record

The Signatories stipulate to the admission into the case record of SPS’s pre-filed and
supplemental testimony and exhibits, SPS Filings and the other parties’ 'ﬁlings in the case, énd
SPS’s and Staff’s testimony filed in support of the Stipulation, together with all errata and

.. updates. - |

N Case No. 07-003%0-UT
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Section 20. Effect of Approval on Fature SPP Rules or Regulations
SPS agrees thét the NMPRC’s approval in this case will not be deemed fo be approval of
any future SPP rule or regulation that would abrogate the need for the approvals set forth above.
~ Section 21. Effect of Modification of Stipulation o _“-_m_____ e

There ave no third party beneficiaries of this agreement. Although this Snpulatzon
represents a settlement among the parties with respect to the issues presented in this docket, this
agreement is merely a setilement proposal submitied to the Cofnmissio‘n, which has the authority
- to enter an order resolving these issues. The Signatories agree that this Stipulétion resolves
issues only with respect to the New Mexico retail jun'sdiction and shall not be binding on or have
an effect on pxoceedmgs in other SPS Junsmcnons )

This Stipulation has been drafted by all the Signatories and is the result of negotiation,
compromise, settlement, and accommodatmn The Signatories agree that this settlement is in the
public interest. ’I‘he Signatories agree that the terms and conditions herein are interdependent.

- The various provisions of this Stlpulanon are not severable. None of the provisions of this
St;pu]aﬂon shall become fully operative unless the Commission shall have entered a final _order '
approving this Stipulation, If .the Commission issues a final order'inéonsistent with the terms of
_ this Stipulation, each Signatory has the rigbf to withdraw from- this Stipulation to submit
testimony, and to obtain a heanng and advocate any position it deems appropnate with respect to
any-issue in this Stipulation.
-Section 22. Effect of Stipulation in Other Jurisdictions,
This Stipulation is binding on each of the Signatories only for the purpose of setiling the
issues as sot forth herein in this jurisdiction only and for no othcr purposes. The matters resolved
* ‘herein are resolved on the basis of a compromise and settlement. Except to the extent that this
Stipulation expressly govemns a Signatory’s rights and obligations for future periods, -thIS
Sﬁpulaﬁon shall not be binding or precedential on a Signatory outside of this juﬁsdiction, ora
proceeding to enforce the terms of this Stipulaiion. It is aclmowlédged that a Sigﬁatory’s support
of the matters contained in this Stipulaﬁbn may differ from the position taken or testimohy
presex_lte'd by it in other j_urisdiotions. To the exteﬁt that there is a difference, a Signatory does
_not waive its position in any of those other jurisdiétions. Because this is a stipulated resolution,

no Signatory is under any obligation to take the same positions as set out in this Stipulation in

: ' . . Case No. 07-00390-UT
Uncontested Stipulation

Page 12
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other jurisdictions, regardless of whether such proceedings in other jurisdictions present the same
- or a different set of circumstances, except as otherwise may be explicitly provided by this
Stipulation. _ -

The provisions of thi_s__Sﬁpulaﬁon are intended to relate to only the specific matters

referred to herein. By agreeing to this Stipulation, no Signatory waives any claim it may
otherwise have with respect to issues not expressly provided for herein. Tt is further undersfood
and agreed that this Stipulation represents a negotiated compromise and settlement of all issues
in this proceeding. : _

This settlement represented by this Stipulation resolves the stated issues in the New
- Mexico retail jurisdiction only, and this Stipulation does not resolve any -cléims, issues or
proceedings_pehding in or pertaining to other jurisdictions. '

Section 22. Multiple Counterpayts _

Each copy of this Stipulaﬁdn may not bear the signatures of all the Signatories but will be
deemed fully executed if all copies together bear the signatures of all Signatories.

Fully and duly authorized representatives of the Signatories have signed this Stipulation
as of the date first set forﬂ; above. . )
- SOUTHWESTERN PUBLIC SERVICE

VBy:V : , |
AZ? . Fornactari
Ao of Record
S

OF THE NEW MEXICO PUBLIC
REGULATION COMMISSION

By: UZ;VM ' ﬁ Hg/vybd .
Dahl L. Harris o
Attorney of Record

ATTORNEY GENERAL OF THE STATE
OF NEW-MEXICO

By:

Jeff Taylor
Attorney of Record

: ’ ’ Case No. 07-00390-UT
| : Unconitested Stipulation
o Page 13
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CENTRAL VALLEY ELECTRIC -
COOPERATIVE, INC.; _
FARMERS’> ELECTRIC COOPERATIVE, INC.;
: LEA COUNTY ELECTRIC COOPERATIVE,
Syt nflsiucatrgihp il A
: ROOSEVELT COUNTY ELECTRIC

amel A Na_]j '
Attorney of Record

SOUTHWEST POWER POOL, INC.

By:

Stacy Duckett, General Connsel
Attorney of Record '

- Case Np. 07-00390-UT
’ Unanimous Sifpulation
Page 14
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‘CENTRAL VALLEY ELECTRIC
COOPERATIVE, INC.;

FARMERS’ ELECTRIC COOPERATIVE, INC.;
LEA COUNTY ELECTRIC COOPBRA'I‘IVE

- ROOSEVELT COUNTY ELECTRIC
COOPERATIVE, INC.

By:

Daniel A. Najjar
Attorney of Record

SOUTHWEST POWER POOL, INC,

By%%

Stacy Duckeit, General Counsel
Attorney of Record

. ‘ _ V .
. . _ _ . . LCase No. 07-00390-UT

Unanimous Stipulation
Poge 14 -
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BEFORE THE NEW MEXICO PUBLIC REGULATION COMMISSION

IN THE MATTER OF AN INVESTIGATION INTO THE )
PRUDENCE OF SOUTHWESTERN PUBLIC SERVICE )
COMPANY’'S PARTICIPATION IN THE SOUTHWEST )

- POWER POOL-REGIONAL TRANSMISSION - - -—— ——— Jom =« mererm = e e - -
ORGANIZATION )
' ) Case No. 07-00390-UT
SOUTHWESTERN PUBLIC SERVICE 3
COMPANY, )
)
Respondent )
)
————— 3
) 5 LB
- i . - : r" ==
CERTIFICATE OF SERVICE . =51
-2 [ =)

e v
L 531

I hereby certify that true and comect copies of the Uncontested Stipulatign WBJ;@’ e
electronically communicated, and sent by Federal E)qiress United States Mail,“ck hands I o =

delivered, as indicated below, to the following on this 17" day of Septembel 2009: 1=

Sentvia Federal Express to:

Jermry F. Shackelford, Esq,
Xcel Energy Services Inc.
816 Congress Avenue, Suite 1650
. Ausfin, TX 78701
jerry.f.shackelford@xcelenergy.com

Anthony J. Trujillo, Esq.
Gallagher & Kennedy, P.A.
1233 Paseo de Peralta
Santa Fe, NM 87501

aj @glcnet commn

: Charles T. Pinson General Manager -
Central Valley Electric Cooperatlve Inc.

© 1505 N. 13" Street :
Artesia, NM 88211
cpinson(@cvecoop.org

==

NOL

PR
-

_ Danie] A. Najjar, Hsq.

Virtue, Najjar & Brown, P.C.
2200 Brothers Rd.

Santa Fe, NM 87505
vnajjar@aol.com

Andrea Crane

_The Columbia Group

P.0. Box 810
Georgetown, CT 06829
cteolumbia@aol.com

- Lance Adkins, General Managef

Farmers’ Electric Cooperative, Inc.
3701 North Thormton St

Clovis, NM 88101
adkinsi@farmerselectric.org




Attachment WAG-1

Page 17 of 53

Heather Starnes James M. Bushee, Bsq.
Sonthwest Power Pool ' James E. Guy, Esq. .
415 North McKinley - ‘ Sutheriand, Asbill & Brennan, LLFP
#140 Plaza West 701 Brazos Street, Suite 970
Little Rock, AR 72205 Anstin, TX 78701-2559 .
~-——hstamnes@spp-org— -~ -~~~ -~ - -- —james:bushec@sutherland.eean- -+ —— - - ==~ m = o oo
, james.pny@sutherland com
Gary L. Hurse, General Manager ' Jerry W. Partin, Manager
Lea County Electric Cooperative, Inc. Roosevelt County Electric Coop., Inc.
1300 W. Avenue D - 121 North Main Street
 Lovington, NM 88261 . Portales, NM 88130
ghurse@lcecnet.com partinj{@scec.org
_ Thomas B, Hudsen, Jr., Bsq.
Teffrey Fornaciari, Esq. Graves, Dougherty, Hearon & Moody, P.C.
Hinkle, Hensley, Shanor & Martin, LLP 401 Congress Avenue — Suite 2200
218 Montezuma . Ainstin, TX 78701
Santa Fe, NM 87501 -+ thudson@egdhm.com.

- jfomaciari@hinklelawfirm.com

Sent via United States HMail to:

John T.L.. Grubesic, Esq.
P.O. Box 25483
Albuguerque, NM 87125

grubesicl (@netzero.com

Hand-delivered to:

- Dahl L, Harsis, Staff Counsel _ - Jeffrey Taylor, Esqg.

NMPRC . , . Assistant Attormey General
224 East Palace Avenue — Marian Hall Office of the Attomey General
Santa Fe, NM 87501 " P.O. Drawer 1508 N

- Dahl.Harris@state.nm.us S Santa Fe, NM - 87504-1508

o o JTaylor@nmag,.goy
Prasad Poturrf =~ -  Robert Hirasuna, Assoc. General Counsel
NMPRC Utility Staff . NMPRC o ,
224 East Palace Avenue — Marian Hall 1120 Paseo de Peralta

Santa Fe, NM 87501 * Santa Fe, NM 87501

Prasad.Potturi@state.nrm.us _ Robert Hirasuna@state.nm.us
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Respectﬁﬂly submifted,
HINKLE, HENSLEY, SHANOR & MARTIN L.L.P.

[5 tg/fg aman ’
Post ox 2068
Santa Fe, " 87504-2068
(505)_982—4554

~ Attomeys for Southwestern Public Service -Corﬁpany
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Exhibit A
Proposed

Service Agreement For Network Integration Transmission Service

This Network Integration Service Agreement ("Service Agreement’_'j is enteréd into this
- day of , 2009, by. and between Southwestém Public Service Company
{("Network Customer ™), and Southwest Power Pool, Inc. ("Transmission Provider"). The |
Network Customer ‘and Transmission Provider shall be referred to individually as “Party” and
collectively as "Pariies." | |

WHEREAS, the Transmission Provider has determined that the Netwo;_:k Customer has
made a valid request for Network Integration Transmission Service in accordance with the _
Transmission Provider’s Open Access Transmission Tariff ("Tariff") filed with the Federal |
Energy Regulatory Commission ("Commission") as it may from time to time be amended;

WHEREAS, the Transmission Provider admini‘sfers Network Integration Transmission

' Service for Transmission Owners within the Southwest Power Pool and acts as agent for the

'_ ' Transmlssmn Owners in providing service under the Tariff; and |
7 - WHEREAS, the Network Customer has represented that it is an Eligible Customer under
the Tariff;

Whereas, the Parties intend that capitalized termis used herein shall have the same
meaning as in the Tariff. .

NOW, THEREFORE, in consideration of the mutual covcnants and agreements herem
the Parties agree as follows:



1.0

2.0

3.0

4.0
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The Transmission Provider agrees during the term of this Service Agreement, as it may
be amended from time to time, to provide Network Integration Transmission Service in
accordance with the Tariff to enable delivery of power and energy from the Network
Customer’s Network Resources that the Network Customer has committed to meet its
]dad.‘ -

The Network Customer agreés to take and pay for Network Integration Transmission
Service in accordance with the prov151ons of Parts 1, 11l and V of the Tariff and this

Service Agreement with the specnﬁcatlons of the Unanimous Stipulation in New Mex:co

- Public Regulation Commission Case No. 07-00390-UT, et. al..

The terms and conditions of such Network Integration Transmission Service shall be

. governed by the Tariff, as in effect at the time thlS Semce Agreement is executed by the

Network ‘Customer, or as the Tarlff is thereafter amended or by its successor tariff, if any.
The Tariff as it currently exists, or as it is hereafter amended is mcorporated in this
Service Agreement by reference. In the case of any conflict between this Service
Agreement and the Tariff, the Tariff shall cdntrbl. The Network Customer has been

determined by the Transmission Provider to have a Compieted Application for Network

JIntegration Transmission Service under the Tariff. The comp]eted spemﬁcahons are

based on the information provided in the Completed Apphcatxon and are incorporated
herein and made a part hereof as Attachment 1.

Service under this Service Agreement shall commence dn such date as'_it is peimiﬁed to
become effective by the Corhmission. This Service Agreement shall be.. effective through

December 31, 2014. Thereafier, it will continue from year to year unless terminated by'

the Network Custorner or the Transmission Provider by giving the other one-year

advance written notice or by the mutual wntten consent of the Transmlssmn Provider ahd



50

6.0
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Network Customer. Upon termination, the Network Customer remains responsible for
any outstanding charges including all costs incurred and apportioned or assigned to the
Network Customer undeér this Service Agreement. '

The Transmiésion Provider and Network Customer have executed a Network Operating

Agreement as required by the Tariff.

_ Any notice or request made to or by either Party regarding this Service Agreement shall

be made to the representative of the other Party as indicated below. Such representative
and address for notices or requests may be changed from time to time by notice by one

Party or the other.

Southwest Power Pool:
415 N. McKinley, 140 Plaza West
Little Rock, AR 72205

Network Customer: ~ President & CEO

600 S. Tyler St, Suite 2900
Amarillo, TX 79010



70
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This Service Agreement shall not be aésigned by either Party without the prior written
consent of the other Party, which consent shall not be unreasonably withheld. However,
either Party may, wi{hout the need for consent from the othér, transfer or assign this
Service Agreement to any person succeeding to all or substantially all of the assets of
such Party. However, the assignee §hall be bound by the terms and conditions of this
Service Agreement. -

Nothing contained herein shall be construed as affecting in any way the Transmission

Provider’s or a Transmission Owner’s right to unilaterally make application to the

- Federal Energy Regulatory Commission, or other regulatory agency having jurisdiction,

for any change in the Tariff or this Service Agreement under Section 205 of the Federal

~ Power Act, or cher applicable statuté, and any rules and regulations promulgate&

thereunder; or the Network Customer's rights under the Federal Power Act and rules and

regulations promulgated thereunder.
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9.0 ' By signing below, the Network Customer verifies that all information submitted to the
- Transmission Provider to provide service under the Tariff is complete, valid and accurate,
and the Transmission Provider may rely upon such information to- fulfill its
responsibilities under the Tariff.
IN WITNESS WHEREQF, the Parhes have caused this Service Agreement to be

executed by their respective authorized ofﬁmals

TRANSMISSION PROVIDER _ NETWORK CUSTOMER
Name g : Name

- Title ' ' Title

Date : Date
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ATTACHMENT 1 TO THE NETWORK INTEGRATION TRANSMISSION SERVICE
AGREEMENT
BETWEEN SOUTHWEST POWER POOL AND SOUTHWESTERN PUBLIC SERVICE
COMAPNY
SPECIFICATIONS FOR NETWORK INTEGRATION TRANSMISSION SERVICE
1.0 Network Resources
The Network Resources are listed in Appendix 1.
2.0 Network Loads
The Network Load consists of the bundled native load or its equivalent for Network
Customer load in the Southwestern Public Service Company (SPS) Control Area.
Network Customer delivery points are as metered at its generation and transmission

interconnection points.

The Network Customer’s Network Load shall be measured on an hourly integrated basis,

by suitable metering equipment located at each connection and delivery point, and each

generating facility. For a Network Custemer provid‘ing'retai'l_ electric service pursnant to
a state retail access program, profiled demand data, based upon revenue quality hon—IDR

meters may be substituted for hourly integrated aémand data. Measurements taken and

all metering.equipment shall be in accordance with the Transmission Provider’s standards

and practices for 31m11ar1y determining the l"ransmlsswn Prov:der s load. The actual

hourly network Loads by dehvery point, internal generatlon s:te and point where power

may flow to and from the Network Customer, with separate readlngs for each direction of
fiow, shall be provided.

3.0 Affected Control An.reas and Intervening Systems Pfoviding Transmission Service

The affected control area is SPS. The mtervemng systems provrdmg transmission service
are SPS. '
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Electrical Location of Initial Sources

See Appendix 1.

Electrical Location of the Ultimate Loads

The loads of SPS identified in Section 2.0 hereof as the Network Load are e]ectncally
located within the SPS Control Area.

Delivery Points '

The délivery points are the interconnection points of SPS identified in Section 2.0 as the
Network Load. .

. Receipt Points

The Points of Receipt are listed in Appendix.2.

- Compensation

Service under this Service Agreement may be subject to some combination of the charges

 detailed below. The appropriate charges for individual transactions will be determined in

accordance with the terms and conditions of the Tariff.
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8.1 - Transmission Charge
Monthly Demand Charge per Section 34 and Part V of the Tariff.
‘ 82 _ System Impact and/or Facility Study Charge
Studies may be required in the future to assess the need for system reinforcements in light
of the ten-year forecast data provided. Future charges, if required, shall be in accordance
with Section 32 of the Tariff. ' '
3.3 Dirg_ct Assignment Facilities Charge
8.4 - Ancillary Service Charges
8.4.1 The following Ancillary Services are required under this Service Agreement.
a) Scheduling and Tariff Administraﬁon Service per Schedule 1A of the
Tariff. _ . _
. 'b) Scheduling. System Control and Dispatch Service per
Schedule 1 of the Tariff. | |
¢) ° Reactive Suppljr and Voltage Control from Generation Sources Service
~ per Schedule 2 of the Tariff. |
d)  Regulation and Frequency Response Service per Schedule 3 of the Tariff,
e) Energy Imbalance Service per Schedule 4 of the Tariff.
' f) Operating Rese_:rv_e - Spinning Reserve: ‘Service per Schedule 5 of the
Tariff. | -
g) Operating Reserve Supplemental Reserve Servxce per Schedule 6 of the
Tariff. '



8.4.2

8.43
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The Ancillary Services will be self-supplied by the Network Customer in
accordance with Sections 8.4.2 through 8.4.4, with the exception of the Ancillary
Services for Schedules 1 and 2. ' '

With its annual forecasts, the Network Customer shall indicate its source for

Ancillary Serv1ces in accordance with the Tanff to be in effect for the upcoming

- calendar year. If the Network Customer fails to include this information with its

annual forecasts, Ancillary Services will be provided for and charged in
accordance with the Tariff.
When the Network Customer elects to self provide Ancillary' Services and is

- unable to provide its own Ancillary Services, the Network Customer will pay the

8.4.4

Transmission Provider for sach services and associated penalties in accordance

with the Tariff as a result of the failure of the Network Customer’s alternate

sources for requn:ed Ancillary Services.
All costs for the Network Customer to supply its own Ancillary Services shall be
the responsibility of the Network Customer.
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Real Power Losses

The Network Customer shall replace losses in accordance with AMCMBnt M of the

Tariff.

Power Factor Correction Charge

‘Redispatch Charge

Redispatch charges shall be in accordance with Section 33.3 of the Tariff.
Wholesale Dis_tribution Service Charge

Network Upgfade Charges

Other Charges

Cred_it for Network Customer-Owned Trans:ﬁission Facilities
Designation of Parties Subject to Reciprocal Sei'vice Obligation

Other Terms and Conditions
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APPENDIX 1

Network Resources of SPS
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Maximum Net
Dependable

Capacity

Network Resowrce

Summer ~ |Winter

JLocation

)

10

11

14

15

16

17
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19

20

28

22

23

24

25

26

27

128

29

30
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Appendix 2

" Receipt Points of

SPS to serve SPS New Mexico Retail Consumers
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APPENDIX 2 SPS NEW MEXICO RETAIL RECEIPT POINTS

Tieline / Plant Name ‘ Ownership Voltage . Rating
= kV) (MVA)



Attachment WAG-1 |
Page 34 of 53

Exhibit B
Proposed Network Operating Agreement

* This Network Operating Agreement ("Operating Agreement") is entered into this
. day of , , by and between . ' - ("Network Customer"), Southwest

Power Pool, Inc. ("Transmission Provider”) and ("Host Transmission Owner").
The Network Customer, Transmission Provider and Host Transmission Owner shall be referred
to as "Parties."
WHEREAS, the Transmission Provider has determmed that the Network Customer has
made a valid request for Network Integration Transmission Service n accordance with the
Transmission Prov1der s Open Access Transmission Tanff ("Tariff") filed with the Federal
| Energy Regulatory Comxmssxon ("Commission");
WHEREAS, the Transmission Provider admlmsters Network Integration Transmission
) Servwe for Transmissmn Owners within the Southwest Power Pool and acts as an agent for these

Tr: ransm1531on Owners in providing service under the Tariff;

WHEREAS, the Host Transmission Owner owns the transmission facilities to which the

Network Customet’s Network Load is physmally connected.or is the Control Area to which the
‘Network Load is dynamically scheduled:

WHEREAS, the Network Customer has represented that it is an Eligible Customer under
‘the Tariff; _

WHEREAS, the Network Customer and Transmission Provider have entered into a
Metwork Integration Transmission Service Agreement (“Service Agreement”)under the Tariff;
and - ' |

WHEREAS the Parties intend that capitalized terms used herein shall have the same
meamng as i the Tanﬂ' unless otherwise specified herein;

NOW, THERBFORE in consideration of the mutual covenants and agreemcnts herein,

the Parties agree as follows:
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Network Service .

This Operating Agreement sets out the terms and conditions under which the
Transmission Provider, Host Transmission Owner, and Network Customer will cooperate
and the Host Transmission Owner and Network Customer will operate their respective -
systems and specifies the equipment that will be installed and operated.” The Parties shall

operate ér_xd maintain their respective systems in a manmer that will allow the Host

Transmission Owner and the Network Customer to operate their systems and Control

Area and the Transmission Provider to perform its obligations consistent with Good

Utility Practice. The Transmission Provider may, on a _nori-discr_iminatory basis, waive

the'recjujrements of Section 4.1 and Section 8.3 to the extent that such information is

unknown at the time of application or where such requ1rement IS not applicable.

Desxgnated Representatives of the Partles ,

2.1 Each Party shall desxgnate a representative and alternate ("Designated
Representative(s)") from their respective company to coordinate and implement,
on an ongoing basis, the terms and conditions of this Operating Agreement
mcludmg plannmg, operating, schedulmg, redispatching, curta:lments control

| requirements, technical and operatmg provxsmns integration of equipment,

hardware and sofiware, and other operating considerations.

22  The 'Deéignhted Representatives shall represent the Transmission Provider, Host

Transmission Owner, and Network Cﬁstomer in all métters arising under this
Operating Agreement and which- may be deiegated to them by mutual agreement
of the Parties hereto.
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2.3 The Designated Representatives shall meet or otherwise confer at the request of
| any Party upon reasonable notice, and each Party may place items on the meeting
agenda. All deliberations of the Designated Represéntatives shall be conducted
by taking jnto account the exercise of Good Utility Practice. If the Designated
Represéntatives are unable to agree on any matter subject to their deliberation,
that matter shall be resolved pursuant to Section 12.0 of the Tariff, or othemisé,
as mutually agreed by the Network Customer, Host Transmission Owner, and
Transmission Provider.
30 System Operating Principles |
' 3.1 The Network Customer must design, construct, and operate its facilities safely
and efficiently in accordance with Good Utility Practice, NERC, SPP, or any
SUCCESSoT | requirements, 7 industry standards, criteria, and  applicable
manufacturer’s equipment specifications, and within operating physical parameter
ranges (voltage schcdule, Ioad power factdr, and other parameters) reéquired by the
Host Transmission Owner and Transmission Provider. |
32 The Host Transmission Owner and Tran‘srjission Prdvider reserve-th'e right to
~inspect the facilities and operating records of the Network Customer upon

mutually agreeable terms and conditions. |
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Electric service, in the form of three phase, approximately sixty hertz alternating
current, shall be delivered ét designated delivery points and nominal voltage(s)
listed in the Service Agreement. When muitipl_e delivery points are provided to a
specific Network Load identified in Appendix 2 to the Service Agreement, they
shall not be operated in parallel by the Network Customer without the approval of

the Host Transmission Owner and Transmission Provider. The Designated

Representatives shall establish the procedure for obtaining such approval. It shall

also establish and monitor standards and operating rules and Iirocedures to assure

that transmission system integrity and the ‘safety of customer, the public and
employees are maintained or enhanced when such parallel operatioﬁs is permitted
either on a-continuiné basis or for intermittent sw:tchmg or other sewice'needé.
Each Party shall exercise due diligence .and reasonable caré in maintaining and

operating its facilities so as to maintain continuity of service.

- The Host Transmission Owner and Network Customer shall operate their systems
and delivery points in continuous synchronism and in accord with applicable
'NERC Standards and SPP Criteria and Good Utility Practice..

If the function of any Party’s facilities is impaired or the capacity of any delivery

- point is reduced, or synchronous operation at any delivery point(s) becomes

interrupted, either manually or automatically, as a result of force majeure or

‘maintenance coordinated by the Parties, the Parties will cooperate to remove the

cause of such impairment, interruption or reduction, so as to restore normal

_ operating conditions expeditiously.
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3.6  The Transmission Provider and Host Transmission Owner, if applicable, reserve
the sole right to take any action necessary during an actual or imminent
emergency‘to. preserve the reliability and integrity of the Transmission System,
limit or prevent damage, expedite restoratioﬁ_of service, ensure safe and reliable
operation, avoid adverse effects on the quality of service, or preserve public
safety. ‘ '

3.7 In an emergency, the reasonable judgment of the Transmission Provider and Host
Transmission Owner, if a]ﬁplicable, in accordance w;’th Good Utility Practice,
shall be the sole determinant of whether the operation of the Network Customer
loads or equipment adversely affects the quality of service ér interferes with the
safe and reliable operatio.n of the transmission system. The Transmission

Provider or Host Transmission Owner, if applicable, may discontinue

' traﬁsmission service to such Network Customer until the power -quality or

interfering condition has been corrected Such curtaﬂment of load, redlspatchmg,

or load shedding shall be done on a non-dlscnmmatory basis by Load Ratio

Share, to the extent practicable. The Transmission Provider or Host Transmission

Owner if apj;licable will provide reasonable notice and an oppc':rtuﬁity to

o alleviate the condmon by the Network Customcr to the extent practicable.
4.0 System Planning & Protection ‘

4,1  No later than October 1 of each year, the Network Customer shall provide the

Transmission Provider and Host Transmission Owner the following information:



b)

d)
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A ten (10) year projection of sumimer and winter peéak demands with the
corresponding ~ power factors and armual energy requirements on an

aggregate basis for each delivery point. If there is more than one delivery

point, the Network Customer shall provide the summer and winter peak

demands and energy requirements at each delivery point for the normal

operating configuration;

A ten (10) year projection by summer and winter peak of planned

generating capabilities and committed transactions with third parties

which resources are expected to be used by the Network Customer to

. supply the peak demand and energy requirements provided in (a);

A ten (10) year projectioﬁ by summer and winter peak of the estimated

maximum demand in kiloWaﬁs that the Network Customer plans to

acquire from the generation resources owned by the Network Customer,
and generation resources purchased from others; and

A projection for each of the next ten (1 0) yéars of transmission facility |
additions to be owned and/or constructed by the Network Customer which -

facilities are expected to affect the planning and operation of the

~ transmission system within the- Host Transmission Owner’s control area.
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This information is to be delivered to the Transmission Provider’s and Host
Transmission Owner’s Designated Representatives pursuant to Section 2.0. |
Information exchahged by the Parties under this atticle will be used for system
planning and protection only, and will not be disclosed to third parties absent
mutual ¢pnsent or order of a court or regulétory agency.

The Host Transmission Owner, and Transmission Provider, if applicable, will
incorporate this information in its system load flow analyses performed during the

first half of each year. Following cémpletion of these analyses, the Transmission

"Provider or Host Transmission Owner will provide the following to the Network

Customer:

. a) A statement regarding the abilify of the Host Transmission Owner’s

transmission system to meet the forecasted deliveries at each- of the

delivery points;

'b) A detailed description of any constiaints. on the Host Transmission

OWner’s system within the five (5) year horizon  that will restrict
forecasted deliveries; and '

<) In the event that studies reveal a potential limitation of the Transmission-

Provider’s ability to deliver.power 'an_d eﬁcrgy_to any of the delivery

- points,” 2 Designated - Representative of the Tra.ﬁsmission Provider will

coordinate with the Designated Representatives of the Host Transmission

Owmer and the Network Customer to identify appropriate remedies for
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such constraints including but not limited to: construction of new
transmission facilities, upgrade or other improvements to existing
transmissjon facilities or temporary modiﬁcation to operating procedures
designed to relieve identified constraints. Any constraints within the
Transmission System will be remedied pursuant to the procedures of
Attachment O of the Tariff.
For all other constraints the Host Transmission Owner, upon
_ agreéme‘nt with the Network Customer and consistent with good utility
 practice, will endeavor to construct and place into service sufficient -
capacity to maintain reliable service to the Network Customer.

An appfopriate sharing;o_f the costs to relieve such constraints will
be determined by the Parties, consistent with the Tariff and with the
Commission;s rules, regulations, poﬁcies,’ and precedents then in effect. If_
the Partfes are unable to agree upoh an appropriate remedy or sharing of
the costs, the Transmission Provider shall submit ‘-its_'pr_oposal for the
remedy or shéﬁng of such costs to The Commission for approval
consistent with the Tariff. |

The Host Transmission Owner and the .Network'Cuétomer shall coordinate v\.rith'
the Transmission Pi:oﬁder_: (1) ail scheduled outages of generating resources and
transmission facilities consistent with the reliability of service to the cuﬁomers of
each Party, and (2) additions or changes in facilities which could affect another
Pal_'ty;s' system. Where coordination cannot be  achieved, fhe_ -DcSignated.

‘Representatives shall ir_xtcrvené for fesolutior_:.



5.0

Attachment WAG-1
Page 42 of 53

45  The Network Customer shall coordinate with the Host Transmission Owner
regarding the technical and engineering arrangements for the delivery points,
includihg one line diagrams depicting the electrical facilities configuration and
parallel generation, and shall design and build the facilities to avoid interruptions
on the Host Transmission Owner’s transmission system.

46  The Network Customer shall provide for automatic and underfrequéﬁcy toad
shedding of the Network Customer Netﬁ.rork Load in accordance with the SPP
Criteria related to emergency operations.

Maintepance of Facilities |

5.1  The Network Customer shall maintain its facilities necessary to reliably receive

* capacity and en_e_rgjr from the Host Transmission Owner’s transmission system
éonsisfent with Good Utility Practice. The Transmission Provider or Host
Transmission Owner, as appropriate, may curtail service under this Operating

~ Agreement fo limit or prevent damage to generating or transmission facilities
caused by the Network Customer’s failure to maintain its facilities in accordance
with Good Utlhty Practice, and the Transmission Provider or Host Transmlssxon

Ovwmer may seek as a result any appropnate relief from The Comnussxon

5.2 The Designated Representatwes shall establish procedures to coordinate the

maintenance schedules, and return to service, of the generating resources and
transmisston and substation facilities, to the greatest extent practical, to ensure

sufficient transmission resources are available to maintain system reliability and

reliability of service.
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5.3  The Network Customer shall obtain: (1) concurrence from the Transmission

"Provider before beginning any scheduled maintenance of facilities which could

impact the operation of the transmission system over which transmission service

is administered by Transmission Provider; and (2) clearance from the

" Transmission Provider when the Network Cﬁs;omer is ‘ready to begin

maintenance on a transmission line or substation. The Transmission Provider

shall coordinate clearances with the Host Transmission Owner. The Network

Customer shall notify the Transmission Providér and the Host Transmission

Owner as soon as practical at the time when aﬁy unscheduled or forced outages

_ occur and again when such unschedlﬂed or forced outages end.
6.0  Scheduling Procedures

' 6.1 . Prior to the beginning of each week, the Network Customer shall provide to the

~ Transmission Provider expected hourly energy' schedules for that week for all

- energy -flowing into the transmission system administered by Transmission

Provider. , o _ |

62  In accordance with Section 36 of the Tariff, the 'Network_Custqmer shall provide
“to the Transmission Provider the. Network Cuétomcr’s ‘hourly energy schedules

for the next calendar day for all energy ﬂowing into the transmission system

administered by the Transnﬁission Provider. The Nétwork' Custlomer may frﬁodify

its hourly energy schedules up to twenty (20) minutes before the start of thie next

clock hour provided that the Delivering Party and Receiving
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Party also agree to the schedule modification. The hourly schedule must be stated

in increments of 1000 kW per hdzjr. The Network Customer shall submit, or
arrange to have submitted, to the Transmission Provider a NERC transaction
identification Tag where required by NERC Standard INT-001. These hourly
energy schedules shall be used by the Transmission Provider to determine - -
whether anyl Energy Imbalance Service charges, pursuant to Schedule 4 of the
Tariff apply.

Ancillary Services

7.1~ The Network Customer must purchase in appropriate amounts all of the required.

~ Ancillary Services described in the Tariff from the Transmission Provider or Host
Transmlssxon Owner or, where appllcable self- supply or obtain these services |
from other pr oviders.

7.2  Where the_ Network Customer -elects to s;alf-suppiy or have é third party provide
Ancillary Services- the Network Customer must demonstrate to the 'Trénsmission
Provider that it has either acquired the Ancillary Servxces from another source or
is capabie of self supplymg the services.

73 The Network Customer must designate the supplier of Ancillary Services.
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8.0  Metering

8.1 The Network Customer shall provide for the installation of meters, associated

' metering equipment and telemetering equipment. The Network Customer shall
permit the Transmission Provider’s and Host Trapsmission Owner’s
representative to have access to the equipment at all reasonable hours and for any

reasonable purpose, and shall not permit unauthorized persons to héve access to
the space housing the equipment. '

8.2  The Network Customer shall provide for the testing of the metering equipméﬁt at
suitable intervals and its accuracy of registration shall be maintained in
acbordanée with standards acceptable to the Transmission Provider and consistent
‘with Good Utility Practice. At the request of the Transmission Provider 6r Hést_
Tl;ansnﬁ_ssion Owner, a special test shall be made, buf if less than two _percent.

“inaccuracy is found, the requesting party shall pay for the test. Representatives of
the Parties may be present at all routine or special tests and whenever any
readings' for purpoé_es of settlement are ta.kén from meters. not having an
automated record. If any test of metering equipment discloses an inaccurac:;r
exceéc_ling t’Wo_ percent, the accounts of the parties shall be adjusted. Such -
adju_stménf shall apply to the period over which the metef error is shown to have
been in effect or, where such period is indetefrrljnable, fdr- one-half the period
since the prior meter test. Should any metering equipnient fail to register, the

amounts of energy delivered shall be estimated from the best available data.
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8.3  Ifthe Network Customer is supplying energy to Retail load that has a choice in its
- supplier, the Network Customer shall be rcsponsiblé for providing all information
required by the Transmission Provider for billing purposes. Metering information
shall be available to the Transmission Provider either by individual retail
- customer or aggregated retail energy 1nf0rmat10n for that load the Network
Customer has under contract during the billing month. For the retail load that has
interval demand metering, the acival energy used by interval ﬁmst. be supplied.
For the retail load using standard kWh metering, the total energy consumed by
meter cycle, along- with the estimated demand profile must be supplied. All rights
and- liﬁ_;itations between parties granted in Sections 8.1, and 8.2 are applicable in
_ regards to retail mcteﬁng used as the basis for billing the Network Customer
9.0 Connected Generation Resources
9.1 The NeMofk Customer’s connec_:téd- géneration resources that have automatic
generation control (AGC) and automatic voltage rcg_uléﬁon {AVR) shall be
operated and maintained‘_ consistent with fcgional operating standards, and the
Network Customer o} the operator sh_ali operate, or cause to be operated, such
resources to avoid adverse disturbances or'interfereﬁce mth the safe and reliable
‘operation of the transmission system.
9.2 For all Network Resources of the Network Customer, the foI]owmg generation
telemetry readings to the Host Transmission Owner are required:
D Analog MW
2)  Integrated MWHRS/HR
3) ' Ané.l_og MVARS
4)  Integrated MVARHRS/HR
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10.0 Redispatching, Curtailment and Load Shedding
10.1 In accordance with Section 33 of the Tariff, the Traﬁsmission Provider may
require redispatching of generation resources or curtailment of loads to relieve
existing or potential transmission system constraints. The Network Customer
shall submit verifiable incremental and decremental cost data from its Network
Resdurcés to the Transmissfon Provider. These costs will be used as the basis for
least-cost redispatch. Informatxon exchanged by the Parties under this article will
be used for system redlspatch only, and will not be dlsclosed to third parties
absent mutual consent or order of a court or regulatory agency. The Network
Customer shall respdnd immediately to requests for redisipatch from the .
'Transm1ssmn Provider. The Transmission Provider will b1ll or credit the Network
7 Customer as appropriate. _
10.2 The Parties shall implement load-shedding procedures to maintain the reliability
| and integrity for the Tran_sﬁlissidn SYStcm as provided in Section 33.1 of the
Tariff and in _accordancé with app'liéablélNERC and SPP requirements and Good
 Utility Practice. Load shedding may include (1) antomatic load shedding, (2)
manual load sheddmg, ‘and (3) rotatmg interruption of customer load. When
_manual load sheddmg or rotatmg mterrupt:ons -are necessary, the Host
Transmission Owner shall notify the Network. Customer’s dispatcher or
scheduleré of the required action and the Network Customer shall comply

~ immediately.
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103 The Network Customer will coordinate with the Host Transmission Owner to
ensure sufficient load shedding equipment is in place on their respective systems
| to meet SPP requirements. The Network Customer and the Host Transmission
Owner shall develop a plan for load shedding which may include manual load |
shedding by the Network Customer.
Communications
11.1  The Network Customer shall, at it own expense, install and maintain
. communication link(s) for scheduling. The Communication link(s) shall be used
for data transfer and for voi;:e commtmication.
112 A Network Customer self supplying Ancillary Services or securing Ancillary
Services. from a third-party shall, at its own expense, install and maintain
telemetry équipment communicating between the generating resource(s)
providing such. ancillary services and the Host Transmission Owner's Control
Area. o o
Cost Responsibility | _
121  The Network Customer shall be responsible for all costs incurred by the Network
' Customer, Host Transmission Owner,. énd Transmission Proi_!ider to implement
the provisions of this Oﬁera_tting Agreement including, but not limited to,
engineering'; administrative and genera}' expenses, material and labor éxf)énses
associated with the specification, design, review, approval, puréhase; installation,
maintenance, modiﬁcation, repatr,. operation, repIacemeﬁt, checkouts, testing,
upgrading, Calibfation, removal, and relocation of equipment or software, so long

as the direct assignment of such costs is consistent with Commission policy.
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12.2  The Network Customer shall be responsible for all costs incurred by Network
Customer, Host Transmission Owmer, and Transmission Provider for on-going
_operation and maintenance of the facilities required to implement the provisions
of this Operating Agreement so long as the direct assignment of such costs is
consistent with Commission policy. Such work shall include, but is not limitéd
to, normal and -extraordinary engineering, édminist_rative and general expenses,
material and labor expenses associated with the specifications, design, review,
approval? purchase, installation, maintenance, modification, repair, operation,
replécement, checkouts, tesﬁng, calibration, removal, or relocation of equipment
required .to accc_:mrﬁo_date service provided under this Operating Agreement.

13.0  Billing and Payments o
Billing and Payments shall be in accordance with Section 7 of the Tariff.
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| 14.0 Dispute Resolution
Any dispute among the Pasties regarding this Operating Agreement shall be resolved
pursuant tolSection 12 of thé Tariff, or otherwise, as mutually agreed by the Parties.
15.0 Asmgnment |
This Operating Agreement shall inure to the benefit of and be bmdmg upon the Parties
and their respective successors and assigns, but shall not be a551gned by any Party, except
to successors to all or substantially all of the electric properties raud assets of such Party,
without the written consent of the other parties. Such ﬁﬁtten_ consent shall not be
unreasonably withheld. | | | - '
16.0  Choice of Law :
The interpretation, enforcement, and performance of this Operating Agreement shall be
governed by the laws of the 'State of Arkansaé, except Iaws and preéédent of such
. jurisdiction concerning choice of law shall ndt be applied, ekqept to the extent governed
by the laws of the United States of America,
-~ 17.0  Entire Agreement |
The- Tariff and Service Agreement, - as they are amended from time to t1me are
incorporated herein and made a part ‘hereof. To the extent that a conflict exists between
the terms of this Operatmg Agreement and the terms of the Tariff, the Tariff shall control. |
18.0  Unilateral Changes and Modifications _
| Nothing contained in this Operating Agréement or any associated Service Agreeinent
shall be construed as affecting in any way the right of the Transmission Provider ora-
Transmission Owner unilaterally to file with the Commission, or make application to the

Commission for, changes in rates, ‘charges, classification of service, or
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' any rule, regulation, or agreement related thereto, under section 205 of the Federal Power
Act and pursuant to the Commission’s rules and regulations promulgated thereunder, or
under other apphcabie statutes or regulatlons

Nothing contained in this Operatmg Agxeement or any associated Service

'Agreemcnt shall be construed as affecting in any way the ability of any Network
Customer receiving Network Transmission Service under this Tariff to exercise any right’
under the Federal Power Act and pursuant to the Commission’s rules and regulations
p_rbmulgated thereunder; prbvided, hbwever, that it is expressly recognized. that this
Operaﬁn'g Agreement is necessary for the -implementation of the Tariff and Service
Agreement. Therefore, no Party shé]l propose a change to this Operating Ag:eemeht that

is inconsistent with ihe rates, terms and -conditions of the Tariff and/or Service.
Agreement. ' | '

1’9.6 Term . :

- This Qperating Agreement shall becoxné effective on the date assigned by the
Commission (“Effective Date™), and shall continue in effect until the Tariff or the
Network Customer’s Service Agreement is terminated, whichever shall occur first. |

© 20.0 Notice _ _ ]

20.1 Except as herein otherwise prpv.id_ed, any notice that may ‘:.}e given to or made
upon any Party by any other Party under any of the provisions of tllis-Operating
Agreement shall be in writing unless otherwise specifically provided herein and
shall be considered delivered when the notice is personally delivered or deposited

in the United States mail, ccrfiﬁcd or registered postage prepaid, to the following:
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Southwest Power Pool

Carl Monroe

Executive Vice President énd Chief Opéfaﬁng Officer
415 North McKinley, #140 Plaza West '
Little Rock, AR 72205-3020

501/614-3218 Phone

- 501/664-9553 Fax

-[Host Transmission Owner]

[name] -
[title]
[address]
[phone]
[fax]

[Network Customer]
[name])

[title]

faddress]

{phone]

[fax]
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An_y Party :may_'change its notice address by written notice to the other Par;ties' in

accordance with this Article 20.

Any notice, request, or demand pertaining to opérating matters may be delivered

in writing, in person or by first class mail, e-mail, messenger, telegraph, or

facsimile transmission as may be appropriate and shall be confirmed in wi'iting"as

soon as reasonably practical thereafter, if any Party so requests in any particular

mstance
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. 21.0  Execution in Counterparis _
This Operating Agreement may be executed in any mamber of cbunterparts with the same
effect as if all Parties executed the same document. All such counterparts shall be
- construed together and shall constitute one.instmment. | _7
IN WITNESS WHEREOQF, the Partivcs. have caused this Operating Agreement to be
executed by their respective authorized officials, and copies delivered to each Party, to become

effective as of the Effective Date.

. TRANSMISSION PROVIDER. HOST TRANSMISSION OWNER

. Name _ ' Name
TiHe _ _ " Title
: Dﬁte ' .D,ate
- NETWORK CUSTOMER |
Name
.Title

Date

S
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Group Organizational Chart

Power Pool

Sbuthwest

Updated 10/31/12




Date Range

Upgrade Type

Regional

Customer

Sponsor
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Comments

Pre-2005

Pre-BPF Needs

Before Regional Cost Sharing

Qther

Original Base Plan
Funding
2005 - NTC Issue Date
of June 19, 2010

Sponsored

100%

Refliability

67% 33%

Based on Need-By Date - Zonal
on MW-MI beneficiary %

Generation Interconnection

100%

NITS Service Upgrade costs
covered by Safe Harbor limit

67% 33%

Zonal on MW-MI

NITS Service Upgrade costs
NOT covered by Safe Harbor
limit

100%

Safe Harbor Limit: EEC Cost
<=4$180,000/MW Requested

PtP Service Upgrade costs that
do not gualify for Base Plan

F

100%

costs in excess of access
charges

Balanced Portfolio

100%

Sponsored

100%

NTG Issue Date of June
19, 2010 or later

Reliability/Economic Upgrade
Voltage Over 300 kV

0% 100%

Reliability/Economic Upgrade
Voitage over 100 kV and under
300 kV

87% 3%

Reliability/Economliz Upgrade
Voltage under 100 kV

100% %

Upgrades related to delivery of
power from Wind projects
outside TSR Cusomer's Load
Zone and less than 300kV

67%

33%

Effective in 2009

Upgrades related to delivery of
power from Wind projects
greater than 300kV

_100%

NITS Service Upgrade costs
" covered by Safe Harbor limit

Yoltage Dependent:
>300kV=100% Regional, 100kV to
299KV=33% Regional+&7% Zonal,
>100kV=100% Zonal

"Highway/Byway™ method,
wpyrade >300kV 100% Regional
in 2l cases

NITS Service Upgrade costs
MNOT covered by Safe Harbor
limit or do not qualify for Base
Plan Funding

100%

PtP Service Upgrade costs that
do not gualify for Base Plan

100%

costs excess of access charges

Generation Interconnection

100%

Dzn Jones, PE

SPP Lead Regulatory Enginear
sionss@en.org

501-688-1 117 alc
501-680-7404 coll
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o ATTACHMENT J o
RECOVERY OF COSTS ASSOCIATED WITH NEW FACILITIES
Effective Date: 7/26/2010 - Docket #: ER10-1960
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L Direct Assignment Facilities

Where a System Impact and/or Facilities Study indicates the need to construct
Direct Assignmeﬁt Facilities to accommodate a request for Transmission Service, the
Transmission Customer shall be charged the full cost of such Direct Assignment
- Facilities. Such costs shall be specified in a Service Agreement.

‘Effective Date: 7/26/2010 - Docket #: ER10-1960
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11. Network Upgrades

Where applicable the costs of completed Netw.ork Upgrades shall be allocated as
specified in Sections III, IV and V of this Attachment. The revenue requirements of Base
Plan Upgrades and approved Balanced Portfolios will be recovered through Schedule 11,
subject to filing such rate or revenue requirements with the Commission, and where
applicable Directly Assigned Upgrade Costs. These costs may be recovered in whole or
in part thrbugh the Base Plan Zonal Charge, Base Plan Region-wide Charge, and/or a
direct assignment charge. The cost allocable to each of these charges shall be determined
in accordance with Section III of this Attachment. The revenue requirements for other
Network Upgrades may be recovered by Transmission- Owners through Schedules 7; 8,
and 9 subject to their filing such rate or revenue requirements with the Commission.

Effective Date: 7/26/2010 - Docket #: ER10-1960 .
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III.  Base Plan Upgrades

A single Base Plan Upgrade is comprised of any upgrade or group of upgrades
- required to be made to a single transmission circuit, where a transmission circuit is
compﬁsed of all load carryiﬁg elements between circuit breakers or the comparable
switching devices. A load carrying element within a Base Plan Upgrade that is connected
af two different v_oltage levels (e.g. a 345kV/138kV transformer) shall, for the purposes
~ of this Attachment I, be considered to have a nominal operating voltage of its lower
voltage level (excluding any tertiary windings) and its costs shall be allocated in
accordance with the rules governing the lower voltage level in this Attachment J. A
waiver may be requested to use a transformer’s higher voltage level instead of the lower
voltage level for the purposes of cost allocation under thjs Attachment J based' on the
anticipated utilization of the transformer. Such request must be made in writing with
supporting analysis and submitted to the Transmission Provider not later than one
hundred eighty (180) days following the incluston of the transfonnér in an approved SPP
Transmission Expansion Plan. Any waiver request submitted shall be evaluated based
uponi the following general factors, including but not limited to: (i) whether the power
flows through the transformer predominately are from the lower voltage to the higher
voltage; (ii) whether the transformer is not necessary for the support of, or does not
substantially benefit, the lower voltage system in the host zone to which .it is connected.
The Transmission Provider shall make a recommendation to accept or deny the waiver,
on a non-discriminatory basis, to the Markets and Operations Policy Committee. The
Markets and Operations Policy Committee will consider the waiver request- and the
Transmission Provider’s recommendation, and will provide its own recommendation
. (along with the Transmission Proﬁder’s recommendation) regarding such waiver to the
SPP Board of Directors. Barring unusual circumstances, the recommendation to apprové
or reject such waiver request will be submitted to.the SPP Board of Directors within one
hundred twenty (120) days follovﬁng the receipt of the waiver request.
A. Allocation of Base Plan Upgrade Costs Eligible for Cost Allocation
1. If the cost of a Base Plan Upgrade is less than or equal to
~ $100,000, the annual transmission revenue requirement associated

with such Base Plan Upgrade shall be allocated to the Base Plan
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Zonal Annual Transmission Revenue Requirement of the Zone in
which the Base Plan Upgrade i§ located.
If a) the Base Plan Upgrade is included in and constructed pursuant
to the SPP Transmission Expansion Plan in order to ensure the
reliability of the Transmission System or is an approved high
priority upgrade, and the cost for that upgrade is not allocable
under Section IILA.1; or b) the Base Plan Upgrade cost eligible for
cost allocation under Section IIL.B.1 is not associated with a new
or changed Designated Resource for a wind generation plant, then:
1. X% of the annual transmission revenue requirement |
associated with such Base Plan Upgrade costs eligible for
cost allocation shall be allocated to the Base Plan Regionf
- wide Annual TrﬁnSmission Revenue Requirement and
recovered through the Region-wide Charge, where X shall
be set as follows: _ '

a. For all Base Plan Upgrades issued a Notification to
Construct prior to June 19, 2010 or whose nominal
operating voltage level is less than 300 kV but
greater than 100 kV, X shall be 33%.

b. For all other Base Plan Upgrades whose nominal
operating voltage level is greater than or equai to
300 kV, X shall be 100%.

c. “For all other Base Plan Up.grades whose nominal

operating voltage level is less than or equal to 100

kV, X shall be 0%. -
it. (100-X)% of the annual transmission revenue requirement
- associated with such Base.PIan Upgrade costs eligible for
cost allocation shall be allocated to the Base Plan Zonal
Annual Transmission Revenue Requirement and recovered

through the Base Plan Zonal Charge as follows:
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a. For Base Plan Upgrades issued a Notification to
Construct prior to June‘ 19, 2010, this portion of the
annual transmission revenue requirement for Base
Plan Upgfade costs eligible for cost allocation shall
be allocated to the Base Plan Zonal Annual
Transmission Revenue Requirement of specific
Zones based on the Zones® share of the incremental
positive MW-mile benefits as computed in Section
4 of Attachment S to this Tariff. Each Zone with a
benefit of at least 10 MW-miles from a given Base
Plan Upgrade shall be allocated a portion of the
Base Plan Zonal Annual Transmission Revenue
Requirement for such upgrade based on its
incremental positive MW-mile bencfit divided by
the sum of the incremental positive MW-mile
benefits for all of those Zones with a benefit of at
least 10 MW-miles from the upgrade, provided that
such allocation repre.sents an engineering and |

- construction cost of at least $100,000.

b. For all other Base Plan Upgrades, this portion of the
annual transmission revenue requirement for Base
Plan Upgrade costs eligible for cost allocation shall
be allocated solely to the Base Plan Zonal Annual .
Transmission Revenue Requirement of the Zone in
which the Base Plan Upgrade is located.

If the Base Plan Upgrade cost eligible for cost allocation uﬁder
‘Section IILB.1 of Attachment J is a) associated with a new or
changed Designated Resource that is a wind generation plant and
- b) the Base Plan Upgrade is located within the same zone as the

Transmission Customer’s Point of Delivery, then:
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X% of the annual transmission revenue requirement
associated with the portion of the Ba;?.e Plan Upgrade costs
eligible for cost allocation shall be allocated to the Base

Plan Regton-wide Annual Transmission Revenue

Requirement and recovered through the Base Plan Region-

- wide Charge, where X shall be set as follows:

a. For Base Plan Upgrades issued a Notification to
Construct prior to June 19, 2010 or whose nominal
operating voltage level is less than 300 kV and
greater than 100 kV, X shall be 33%.

b. For all other Base Plan Upgrades whose nominal

| operating voltage level is greater than or equal to
300 kV, X shall be 100%.

c; For all other Base Plan Upgrades whose nominal
operating voltage level is less than or equal to 100
kV, X shall be 0%.

.. (100-X)% of the annual transmission revenue requirement

assoctated with the portion of the Base Plan Upgrade costs

eligible for cost allocation shall be allocated to the. Base

Plan Zonal Annual Transmission Revenue Requirement

and recovered through the Base Plan Zonal Charge as

follows: 7

a. For Base Plan Upgrades issued a Notification to
Construct priof to June 19, 2010, this portion of the
annual transmission revenue requirement for Base
Plan Upgrade costs eligible for cost allocation shatl
be allocated to the Base Plan Zonal Annual
Transmission Revenue Requirefnent of specific
Zones based on the Zones’ shai'e of the incremental
positive MW-mile benefits as computed in Section

4 of Attachment S to this Tariff. Each Zone with a
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benefit of at least 10 MW-miles from a given Base
Plan Upgrade shall be allocated a-portion of the
Base Plan Zonal Annual Transmission Revenue
Requirement | for such wupgrade based on its
_incremental positive MW-mile benefit divided by
the sum of the incremental positive MW-mile
benefits for all of those Zones with a benefit of at
least 10 MW-miles from the upgrade, provided that
such allocation represents an engineering and
construction cost of at least $100,000.

b. For all other Base Plan Upgrades, this portion of the
énnual transmission revenue requirement for Base
Plan Upgrade costs eligible for cost allocation shall
be allocated to the Base Plan Zonal Annual
Transmission Revenue Requirement of the Zone in
which the Base Plan Upgrade is located.

If the Base Plan Upgrade cost eligible for cost allocation under

Section IIL.B.1 of Atstachment J is a) associated with a new or

changed Designated Résource that is a wind generation plant and

b) the Base Plan Upgrade is located within a zone(s) other than the

T ransmission Customer’s Point of Delivery, then:

1. Y% of the annual transmission revenﬁe requirement
associated with the Base Plan Upgrade costs eligible for
cost allocation shall _be allocated to the Base Plan Region-
wide Annual Transmission Revenue Requirement and

- recovered through the Base Plan Region-wide Charge,
where Y shall be set as follows: |

a. For Base Plan Upgrades issued a Notification to

- Construct prior to .fune 19, 2010 or whose nominal
operating voltage level is less than 300 kV, Y shall
be 67%. o
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b. For all other Base Plan Upgrades Y shall be 100%.
1. (100-Y)% of the annual transmission revenue req.uirement
‘associated with the Base Plan Upgrade costs eligible for
cost allocation  shall be directly assigned to the
Transmission Customer. |
Conditions for Classifying Service Upgrade Costs Associated with
Designated Resources As Base Plan Upgrade Costs Eligiblé for Cost
| Allocation
1. Except as provided in Section IILA.1 and subject to the limits and
rules set forth in Subsections d and { below, the costs of Service
Upgrades associated with new or changed Designated Resources
shall be classified as Base Plan Upgrade costs eligible for cost
allocation if the conditions in the following Subsections a and b are
met, and if the condition iﬁ Subsection ¢ is met as applicable.
a. The Transmission Customer’s commitment to the
Designated Resource has a duration of at leasf ﬁve-years
b. .-In the first year the Designated Resource is planned to be
used by the Transmission Customer, the accredited capacity
of the Transmission Customer’s existing Designated
Resources plus the lesser of: (a) the planned maximum net
dependable capacity applicable to the Transmission
Customer or (b) the requestéd capacity; shall not exceed
125% of the Transmission Customer’s projected system
peak responsibility determined pursuant to SPP Criteria 2.
c. If the Designated Resource is a wind generation plant, then
the sum of: (1) the requested capacity and (2) the
transmission capacity reserved for the Transmission
Customer’s existing Designated Resources that are wind
generation plants shall not exceed 20% of the Transmission
Customer’s projected system peak | responsibility as

determined pursuant to SPP Criteria 2 in the first year the
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Designated Resource is planned to be used by the
Transmission Customer. |
Safe Harbor Cost Limit for Eligibility of the Costs of Base

' Plan Upgrade for Cost Allocation |

1. For Base Plan Upgrades that cost over $100,000,
the aggregate cost of such upgrades assigned to
cach individual transmission service request thét is
less than or equal to the Safe Harbor Cost Limit of
$180,000 / MW times the requested capacity is
eligible for cost allocation in accordance with:

1) Section IILA.2 for a new or changed
Designated Resource other than a wind
generation plant; or

2) Sections IIL.A.3 and 4 for a new or changed
Designated Resource that is a wind
-generation plant.

ii. Any costs that exceed the Safe Harbor Cost Limit
for a transmission service request shall be directly
assigned to the Transmission Customer unless a
waiver of the Safe Harbor Cost Limit is granted
pursuant to Section I1I.C.

Base Plan Upgrade costs eligible for allocation as a result

of the granting of a waiver shall be é.ilocat_ed in accordance

with Sections LIL.A.2, IILA.3, or IILA.4, as applicable.

For each Transmission Service Request, the amount of

Base Plan Upgrade costs eligible for cost allocation shall be

pro-rated among ali Base Plan Upgrades required to grant |

the Transmission Service Request based upon each

Upgrade’s cost that is allocated to the Transmission Service .

Request in accordance with Attachment Z1.
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2. The Transmission Customer must provide the Transmission

Provider the information that the Transmission Provider deems
| necessary to verify that the new or changed Designated Resource
meets conditions in Section I1.B.1.a,b and ¢ above.

3. If an upgrade for a new or changed Designated Resource meets the
requirements set forth in Section I111.B.1.a, b, and ¢ above, the costs
up to the $180,000/MW Safe Harbor Cost Limit will be classified
as Base Plan Upgrade costs eligible for cost allocation.

4, If the conditions sct forth in Section III.B.1.a, b, and ¢ above are
not met, and the Transmission Customer does not secure a waiver
of the relevant condition(s), the costs of the upgrades will be
directly assigned to the Transmission Customer. If the costs of
upgrades associated with a new or changed Designated Resource
exceeds the Safe Harbor Cost Limit and the Transmission
Customer does not seéure a waiver of that limit, the costs of the
upgrades in excess of the limit will be directly assigned to the
Transmission Customer. The Transmission Customer shall receive
transmission revenue credits in accordance with Attachment Z2 to
this Tariff for any such directly assigned costs.

Waiver of | Conditions for Classifying Service Upgrade Cosfs

Associated with Designated Resources As Base Plan Upgrade Costs

Eligible for Cost Allocation

1. Waiver Process
If one or more of the conditions in Section II1.B.1.a, b, ¢ are not

met or if the Base Plan Upgrade cost exceeds the Safe Harbor Cost Limit,

the Transmission Customer may seck a waiver from the Transmission

* Provider in order that the costs of any Service Upgrade(s) that otherwise

would be directly assigned to the Transmisﬁion Customer may be

classified in whole or in part as Base Plan Upgrade costs eligible for cost

allocation.
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To obtain a waiver for the coﬁditions set forth in Section II1.B.1.a,
b, c, the Transmission Customer must submit a request for a waiver to the
Transmission Provider simultaneous with its request for long-term
transmission service, submitted in accordance with Attachment Z1 to this
Tanff, for the new or changed Designated Resource.

.- Aggregate Facilities Studies performed by the Transmission
Provider as part of the Aggregate Transmission Service Study procedure,
which is described in Attachment Z1, will determine whether the costs for
Service Upgrades associated with a new or changed Designated Resource
might exceed the Safe Harbor Cost Limit. If the Transmission Provider
determines that the costs for Service Upgrades associated with a new or
.changed Designated Resource might exceed the Safe Harbor Cost Limit,
the Transmission Provider shall notify the affected Transmission
Customer when the Transmission Provider posts the associated Facilities
Study. The affected Transmission Customer may request a waiver
regarding the costs in excess of the Safe Harbor Cost Limit within 15 days
of such notice form the Transmission Provider. _

Following the receipt of a request for a waiver, the Transmission
Provider will review the request and make a determination on a non-
discriminatory basis of whether a waiver should be granted based upon
consideration of the factors described in Section IIL.C.2. of this
Attachment. The Transmission Customer requesting the waiver shall be
responsible for the reasonable costs of any studies that the Transmission
Provider performs in making its determination. The Transmission
Provider will provide a report and recommendation to the Markets and
Operations Policy Committee for each requested waiver. The Markets and
Operations Policy Commitiee will consider the waiver request and the
Transmission Provider’s report and recommendation, and will provide its
own recommendation (along with the Transmission Provider’s report and
recommendation) regarding each requested waiver to the SPP Board of |

Directors. Barring unusual circumstances, a valid waiver request will be
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reviewed and submitted to the SPP Board of Directors within 120 days

following the receipt of the waiver request. _

2. Factors to be Considered in Evaluating Waiver Requests
Any waiver. request submitted by a Transmission Customer

pursuant to Section II.C.1. of this Attachment shall be evaluated based

upon the following general factors, including but not limited to:

Rt There are insufficient competitive resource alternatives for one or
more Transmission Customers.

1i. In the event that the aggregate costs of a Service Upgrade

o associated with a new or changed Designated Resource exceed the
-Safe Harbor Cost Limit, (i) those costs up to the level of the Safe
Harbor Cost Limit shall be classified as Base Plan Upgrade costs
cligible for cost allocation, and (ii) those costs that exceed the Safe

~ Harbor Cost Limit may be classified in whole or in part as Base
Plan Upgrade costs eligible for cost allocation taking into account.
the extent to which the duration of the ’I-‘ransinission Customer’s

| commitment to the new or changed Designated Resource exceeds
the five-year commitment period set forth in paragraph IILB.1.
above. '

1. The five-year commitment period for the new or changed
Designated Resource may be waived if: (i) the associated Service
Upgr’ade costs are significantly less than the Safe Harbor Cost
Limit; or (ii) the associated Service Upgrades provide benefits to
other Transmission Customers that would offset in less than five
years any costs allocated to them as a result of the upgrade being
classified as a Base Plan Upgradé.

iv.  If a request for a waiver is received by the Transmission Provider
based upon other circumstances, such waiver request shall also be

considered pursuant to the waiver process described in Section

III.C.1. of this Attachment.
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If the costs of the Service Upgrade(s) required for a new or
changed Designated Resource are not eligible for classification as Base
Plan Upgrade costs, the Transmission Customer may nevertheless request
the construction of such ﬁpgrades. In such event, the costs of such
upgrades shall be allocated in accordance with Attachment Z1 to this
Tariff. | |
Review of Base Plan Allocation Methodology
1. The Transmission Provider shall review the reasonableness of the

regional allocation methodology and factors (X% and Y%) and the

ional allocation methodology at least once every three years in
accordance with this Section III.D. The Transmission Provider
and/or the .Regional State Committee niay initiate such review at
any time. Any change in the regional allocation methodology and
factors or the zonal allocation methodology shall be filed with the

Commission.

2. For each review conducted in accordance with Secti_on IILD.1, the
Transmission Provider shall determine the cost allocation impﬁcts

~ of the Base Plan Upgrades with Notifications to Construct issued .
* after June 19, 2010 to each pricing Zone within the SPP Region.

The Transmission Provider in collaboration with the Regional

State Committee shall determine the cost allocation impacts

utilizing the analysis specified in Section Ill.e of Attachment O

- and the results produced by the analytical methods defined
| pursuant to Section I11.D.4(1) of this Attachment J.

3. The Transmission Provider shall review the results of the cost
allocation analysis with SPP’s Regional Tariff Working Group,
Markets and Operﬁtions Policy Committee, and the Regional State
Committee. The Transmission Provider shall publish the results of
the cost allocation impact analysis and any corresponding

presentations on the SPP we’bsite.
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The Transmission Provider shall request the Regional State
Committee provide its recommendations, if any, to adjust or
change the costs allocated under this Attachment J if the results of
the analysis show an imbalanced cost allocation in one or more

Zones.

i) One year prior to each three-year planning cycle (starting in
2013) the Markets and Operations Policy Committee and
Regional State Committee will define the analytical
methods to be used to report under this Section IIL.D and
éuggest adjustments to the Regional State Committee and
Board of Directors on any imbalanced zonal cost allocation
in the SPP footprint; and

1i} Starting in 2015 and at any time thereaﬁer, any member
company that feels that it has an imbalanced cost allocation
may request relief through the Markets and Operations
Policy Committee. The Markets and Operations Policy
Committee recommendation, if any, will be forwarded with
the request for relief to the Regional State Committee and
Board of Directors for review.

In accordance with the SPP Bylaws, the SPP Board of Directors

will initiate the appropriate actions, including any necessary filings

with the Commissjon, consistent with the Regional State

Committee recommendations. |

Effective Date: 7/26/2010 - Docket #: ER10-2244
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Approved Balanced Portfolios

One hundred percent (100%) of the annual transmission revenue
requirement for an approved Balanced Portfolio shall be recovered through the

Region-wide Charge.

A Reallocation of Zonal Revenue Requirements for Deficient Zone(s)

For an approved Balanced Portfolio, the balance may have been
achieved by transferring a portion of the Base Plan Zonal Annual
Transmission Revenue Requirement and/or the Zonal Annual
Transmission Revenue Requirement  (“Reallocated  Revenue

- Requirements™) from the deficient Zone(s) to the Balanced Portfolio
| Region-wide Annual Transmission Revenue Requirement in accordance
with Section IV .4.c of Attachment O to this Tariff. o
1. Implementation of Reallocated Revenue Requirements
The initial reallocation of the Reallocated Revenue

Requirements from the deficient Zone(s) to the Balanced Portfolio

Region-wide Annual Transmission Revenue Requirement shall

occur when  at ieast 10% of the estimated levelized annual

transmission revenue requirements for the approved Balanced

Portfolio has been included in rates under the Tariff (the “Trigger

Date™).

On the Trigger Date and on the anniversary of the Trigger

Date in each of the subsequent foﬁr years, 20% of the Reallocated

Revenue Requirements required to balance the portfolio for the

deficient Zone(s), as estimated in accordance with Section IV.4.c

of Attachment O to this Tariff, shall be reallocated to the Balanced .

Portfolio  Region-wide Annual  Transmission  Revenue

Requirement. However, if all the upgrades in the approved

Balanced Portfolio are completed and included in rates under the

Tariff and the actval costs of any third party impacts identified

under Section IV.3.c of Attachment O are determined prior to the

fourth anniversary of the Trigger Date, the remaining Reallocated
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Revenue Requirements shall be reallocated and the true-up
specified in Section IV.A.2 of this Attachment shall be performed.
The reallocation of the Reallocated Revenue Requirements
shall be from the Base Plan Zonal Annual Transmission Revenue
Requirement of the deficient Zone(s) first, then, if necessary, from
the Zonal Annual Transmission Revenue Requirement of the
deficient Zone(s).
2. Final Reallocation of Reallocated Revenue Requirements and
True-up
Upon the completion and inclusion in rates under the Tariff
of all of the upgrades that are part of the approved Balanced
Portfolio and the determination of the actual cost of any third paﬁy
impacts attributable to the Balanced Portfolio under Section IV.3.¢
of Attachment O, the final amount of costs to be reallocated from
the Reallocated Revenue Requirements for the deficient Zone(s) to
the Balanced Portfolio Region-wide Annual Transmission Revenue
Requirement to balance the approved Balanced Portfolio shall be
- trued-up based on the applicable fixed charge rate and actual costs.
The final reallocation shall be performed using the same benefits
estimated at the time the Balanced Portfolio was approved.
Netwithstanding the foregoing, if the ten-year net present value of
- levelized annual transmission revenue requirements based on
acttial costs and third party impact costs under Section IV.3.c of
Attachment O exceeds the ten-year net present value of estimated
benefits for the entire approved Balanced Portfolio, then the
reallocation for each Zone shall be sét at a level that equates the
benefit to cost ratio in each Zone to the trued-up benefit to cost
ratio for the approved Balanced Portfolio.
B. Reconfiguration of an Approved Balanced Portfolio
| 1. Conditions Under Which an Approved Balanced Portfolio may
be Reconfigured |
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Under certain conditions, the Transmission Provider shall
review an approved Balanced Portfolio for unintended
consequences and may recommehd reconfiguring a previously
approved Balanced Portfolio. Conditions that would initiate such

review include but are not limited to;

i Cancellation of an upgrade that is part of an approved
Balanced Portfolio;
il Unanticipated decreases in benefits or increases in the costs

of upgrades that are part of an approved Balanced Portfolio
or increases in the costs of third party impacts under
Sectioh IV.3.c of Attachment O; and

iii. Significant unanticipated changes in the transmission

| éystem._ |

- Factors to be Considered in Determining Whether a Balanced

Portfolio Should be Reconfigured
Reconfiguration of a Balanced Portfolio Shéll be evaluated

based upon the following general factors, including but not limited

to, the irhpact of the reconfiguration on:

1. Meeting the conditions for a Balanced Portfolio specified in
Section IV.3.e of Attachment O to this Tariff;

i. The number of deficient Zones as defined in Section IV.4.a
of Attachment O to this Tariff:

iii. The amount of Reallocated Revenue Requirements that
needs to be transferred from the deficient Zone(s) to the
Balanced Portfolio Region-wide Annual Transmission
Revenue Requirement in order to balance the reconfigured
portfolio; and

v, The increase in the overall cost of the reconfigured

Balanced Portfolio, if upgrades are addg:d to the portfolio.

Reallocation of Reallocated Revenue Requirements
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If a reconfigured portfolio is to be balanced by transferring
a portion of the Reallocated Revenue Requirements from the
deficient Zone(s) to the Balanced Portfolio Region-wide Annual
Transmission Revenue Requirement, the realloéation of the
revenue requirements specified in Section IV.A of this Attachment
shall be adjusted based on the costs and benefits of the proposed
reconfigured Balanced Portfolio as approved..
Recommendation and Approval of a Reconfigured Balanced
Portfolio

Based on the analysis ﬁerformed in accordance with
 Sections IV.B.1 through IV.B.3 of this Attachment, -the
Transmission Provider shall provide a report and make a
recommendation in regard to reconfiguration of the Balanced
Portfolio to the Markets and Operations Policy Committee. The
Markets and Operations Policy Committee shall consider the
Transmission Provider’s report and recommendation, and shall
provide its own recommendation (along with the Transmission
Provider’s “report and recommendation) to the SPP Board of
Directors. Based upon these recommendations, the SPP Board of
Directors shall take action regarding reconfiguration of the
Balanced Portfolio.

Effective Date: 7/26/2010 - Docket #: ER10-1960
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V. Other Network Upgrades

A Sponsored Upgrades

' The Directly Assigned Upgrade Cost of a Sponsored Upgrade shall
be borne voluntarily by the Project Sponsor. The Project Sponsor shall
execute an Agreement for Sponsored Upgrade in which it agrees to bear
these Directly Assigned Upgrade Costs. In the Agreement, the Project
Sponsor shall elect to pay for the Sponsored Upgrade by (1) a lump sum
payment or (2) periodic charges calculated in accordance with
Commission policy (both hereafter referred to as “Project Sponsor’s
Payment”). Such periodic charges shall be paid on a monthly basis over a
twenty year period unless a different frequency and/or shorter term is
established in the Agreement for Sponsored Upgrade. The present value of
the Project Sponsor’s Payment shall equal the present value of the annual
revenue requirements of the Sponsored Upgrade over a twenty year plant
life. The annual revenue requirements of the Sponsored Upgrade shall be
calculated by multiplying the levelized fixed charge rate of the
Transmission Owner, based on full depreciation over a 20 year plant life
and including operating a-ind maintenance expenses and any applicable tax
consequences, by the nondepreciated  actual cost of the Sponsored
Upgrade.

The Transmission Provider shall file the Agreement initially |
utilizing géod faith estimates of the construction costs for the assigned
upgrade. Upon completion df the Sponsored Upgfade, the Transmission

~Provider shall true up the Directly Assigned Upgrade Costs to the actual
- construction costs as appropriate and calculate the Project Sponsor’s
‘Payment. | -

In addition, the Directly Assigned Upgrade Cost of the Sponsored
Upgrade shall be reduced as provided in Section VII of this Attachment J
and by any revenue credits granted to a Transmission Owner for the use of

the Sponsored Upgrade.
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The Project Sponsor shall receive transmission revenue credits in
accordance with Attachment Z2.
Service Upgrades
| The cost of a Service Upgrade shall be allocated in accordancé
with Attachment Z1 to this Tariff. The Transmission Customer shall
receive transmission revenue credits in accordance with Attachment Z2.
Generation Interconnection Related Network Upgrades
The cost of a generation interconnection related Network Upgrade
shall be allocated in accordance with Attachment V to this Tariff. The
Interconnection Customer shall receive transmission revenue credits in
accordance with Attachment Z2,
Zonal Reliability Upgrades
1. The cost of Zonal Reliability Upgrades (i) included in the
2005 SPP Transmission Expahsion Plan and (ii) placed in
service prior to January 1, 2008 shall be -allocated in
accordance with Section I to this Attachment.
2. The cost of all other Zonal Reliability Upgrades shall be
includable in the applicable Zonal Annual Transmission
Revenue Requirement. '

Effective Date: 7/26/2010 - Docket #: ER10-1960
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VL Reserved

Effective Date: 7/26/2010 - Docket #: ER10-1960
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Treatment of Upgrades that Permit Deferral or Displacement of Network

Upgrades

A. Deferred Upgrade

In the case of a Base Plan Upgrade, an upgrade that is part of an approved
Balanced Portfolio, a Zonal Reliability Upgrade, or a Service Upgrade that may
be deferred (“Deferred Upgrade™) as a result of a proposed Network Upgrade, the

- achievable Accredited Revenue Requirements shall be equal to the time value of

the affected Transmission Owner’s(s’) revenue requirement(s) for the Deferred
Upgrade over the period of the deferral, calculated as follows:

1. A Transmission Owner’s annual revenue requirement for a
Deferred Upgrade shall be determined using the same method as is
used by the Transmission Owner to calculate its revenue

- requirement for transmission facilities for other purposes, but
applying that method to the projected incremental investment in
the Deferred Upgrade.

2. The time value of the deferral shall be calculated by discounting to

' present value the accredited annual revenue requirements for each
individual year in the deferral period and summing the resulting
values. For each individual year in the deferral period, the time
value of the deferral will be deterinined by discounting the annual
‘revenue requirement for that year first from J anuary 1 of that year
and then from December 31 of that year, summing the two

- resulting - values, and dividing by two. TFor any partial year
encompassed by the deferral period, the time value of the deferral
shall be calculated in the same manner ‘as indicated in the
mmmediately preceding sentence, except that the resulting value
will be pro-rated based on the number of months in the partial year
divided by 12. |

B.  Displaced Upgrade o
In the case of a Base Plan Upgrade, an upgrade that is part of an approved
Balanced Portfolio, a Zonal Reliabilify Upgrade, or a Service Upgrade that may
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be displaced (“Displaced Upgrade™) as a result of a proposed Network Upgrade,
the achievable Accredited Revenue Requirements shall be equal to the time value
of the affected Transmission Owner’s(s’) revenue requirement(s) for the
Displaced Upgrade over the expected service life of the facility that is displaced.
The methodology for calculating the Accredited Revenue Reguirements shall be
the same as set forth in Section VILA. of this ‘Attachment, except that the
expected service life of the- facility shall be substituted for the deferral period in
' alI.instances. \
C. Application of Accredited Revenue Requirements
The Transmission Provider shall calculate the Accredited Revenue
Requirements that are achievable due to a Deferred Upgrade or Displaced
Upgrade. The Accredited Revenue Requirements shall be based on the estimated
| project costs for the approved upgrade which is deferred or displaced. _
1. If a proposed Network Upgrade defers or displaces the need for a
Base Plan Upgrade associated with a new or changed Designated
Resources: for which there are Directly Assigned Upgrade Costs,
the Accredited Revenue Requirements related to Base Plan
Upgrade charges shall only include the costs that are allocated to
the Base Plan Zonal Annual Transmission Revenue Requirement
and the Base Plan Region-wide Annual Transmission Revenue
Requirement. |
2. If a proposed Network Upgrade defers or displaces the need for an
upgrade that is part of an approved Balanced Portfolio, the
Accreditﬁed'Revenue Requirements related to Balanced Portfolio-
charges shall only include the costs that are allocated to the
Balanced Portfolio Region-wide Annual Transmission Revenue _
Requirement. _ _
3. If a proposed Network Upgrade defers or displaces the need for a
Zonal Reliability Upgrade, the Accredited Revenue Requirements
related to Zonal Reliability Upgrade charges shall only include the
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éosts that are assigned to the Zonal Annual Transmission Revenue
Requirement.

4. If a proposed Network Upgrade defers or displaces the need for a
Service Upgrade required to provide Long-Term Firm Point-to-
Point Transmission Service, the Accredited Revenue Requirements
related to the transmission service charges shall only include the
expected increase rin revenue that can be distributed through
Section IL.C of Attachment L to this Tariff, for service under
Schedule 7, as a result of displacement or deferral of the Service
Upgrade.

‘D.  Assignment and Recovery of Aceredited Revenue Requirements
L For a proposed Network Upgrade, other than an upgrade included in a
~ Balanced Portfolio, that results in a Deferred Upgrade or Displaced

Upgrade:

1 The entity responsible for paying the cost of the NetWork Upgrade
shall be .responsible for any positive difference between the present
value of the total costs for its upgrade and the present value of the
Accredited Revenue Requirements. _ ' B

ii.  The Accredited Revenue Requirements of the deferred or displaced
upgrades shall be recovered through charges specified in:

a. Section III.A of this Attachment for deferred or displaced
Base Plan Upgrades; _ |

b. Section IV of this Attachment for deferred or displaced
upgrades associated with a Balanced Portfolio;

c. Section V.D of this Attachment for deferred or displaced
Zonal Reliability Upgrades; and

d. ~Section V.B. of this Attachment for deferred or displaced

- Service Upgrades. _ :
iii. The calculations for determining the Accredited Revenue

Requirements shall be filed with the Commission by the
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Transmission Provider prior to the imposition of any charges or
credits hereunder.

The costs of the upgrades included in an approved Balanced Portfolio that

result in a Deferred Upgrade or Displaced Upgrade shall be included in the

Balanced Portfolio Region-wide Annual Transmission Revenue -

Requirement and shall be recovergd through the Region-wide Charge.

i The costs of a Network Upgrade that is deferred or displaced by

| the upgrades included in an approved Balanced Portfolio shall not

be recovered through the original recovery mechanism for such
upgrade.

ii. In the evaluation of the benefits of the Balanced Portfolio as
spéciﬁcd in Section IV.3.d of Attachment O to this Tariff, the
Accredited Revenue Requirements associated with the deferred or
displaced Base Plan Upgrade(s), Zonal Reliability Upgrade(s} and

- Service Upgrade(s) shall be treated as benefits to the Zones to
- which those Accredited Revenue Reqﬁirements are distributed or
_ | would have been otherwise assigned or recovered as specified in:
‘a.  Section IILA of this Attachment for deferred or displaced
Base Plan Upgrades;
b. Section V.D of this Attachment for deferred or displaced
Zonal Reliability Upgrades; and
c. Section II.C of Attachment L for service under Schedule 7
for deferred or displaced Service Upgrades.
| Effective Date: 7/26/2010 - Docket #: ER10-1960
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VIIL Uncompleted Network Upgrades

| The costs of Network Upgrades that are not completed through no fault of the
Transmission Owner charged with construction of the upgrédes shall be handled
as follows:
If a proposed Network Upgrade was accepted and approved by the Transmission
Provider, the Transmission Provider shall develop a mechanism to recover such
costs and distribute such revenue on a case b_y case basis. Such recovery and
distribution mechanism shall be filed with the Commission. The Transmission
Owner(s) that incurred the costs shall be reimbursed for those costs by the
Transmission Provider. These costs shall include, but are not limited to: the costs
associated with attempting to obtain all necessary approvals for the project, study
costs, and any construction costs. '

Effective Date: 7/26/2010 - Docket #: ER10-1960
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Schedule 1 to Attachment J

Agreement For Sponsored Upgrade

This Agreement For Sponsored Upgrade ("Agreement™) is entered into this day
of , , by and between
("Project Sponsor"), and Southwest Power Pool, Inc. ("Transmission Provider") on behalf of
itself and the designated Transmission Owner(s). The Project Sponsor and Transmission
Provider shall be referred to as "Parties."”

WIHEREAS, the Transmission Provider administers an Open Access Transmission Tariff
(“Tariff”) to provide Transmission Service within the Southwest Power Pool and acts as agent
for the Transmission Owners in providing service under the Tariff; and

WHEREAS, the Sponsored Upgrade identified in the Specifications attached hereto has
been endorsed by the Markets and Operations Policy Committee and the Board of Directors of
the Transmission Provider; and

WHEREAS, the Project Sponsor has agréed to bear the cost of the Sponsored Upgrade;
and .

WHEREAS, the Parties intend that capitalized terms used herein shall have the same
' meaning as in the Tariff;

NOW, THEREFORE, in consideration of the mutual covenants and agreements herein,
the Parties agree as follows:

1.0 This Agreement shall become effective on the later of (1) the date of the execution
of this Agreement by both Parties or (2) such other date as it is permitted to become effective by
the Commission. (“Effective Date™)

) 2.0 This Agreement shall terminate on the later of the following events: (1) the

Project Sponsor has fulfilled its obligation to make Project Sponsor’s Payment pursuant to
section 3.0 or (2) the Transmission Provider has fulfilled its obligation to pay the Project Sponsor
all revenue credits pursuant to section 5.0, recognizing that no obligation to pay revenue credits
will remain after the Sponsored Upgrade has been permanently removed from service.

3.0  Project Sponsor agrees to pay the Directly Assigned Upgrade Costs of the
Sponsored Upgrade pursuant to Attachment J of the Tariff. Project Sponsor has elected to pay for
the Sponsored Upgrade in one of the following manners, as indicated in the Specifications
attached hereto: (1) by a lump sum payment or (2) a periodic charge, both hereinafter referred to
as “Project Sponsor’s Payment.” The Parties recognize that the initial Project Sponsor’s
‘Payment will-be based on an estimate of the Directly Assigned Upgrade Costs. While
Transmission Provider represents that the Project Sponsor’s Payment is based on a good faith
estimate of the Directly Assigned Upgrade Costs, such estimate shall not be binding, and the
Project Sponsor shall compensate the Transmission Provider and designated Transmission
Owner(s) for all costs incurred pursuant to the provisions of the Tariff. Promptly after the
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Sponsored Upgrade is placed in service, Transmission Provider shall adjust the Project Sponsor’s
Payment to reflect all such costs incurred, as appropriate.

4.0  Project Sponsor shall maintain a Letter of Credit in the amount specified in this
Agreement or such other form of security acceptable to Transmission Provider pursuant to
Attachment X of the Tariff until such time as the Project Sponsor has fulfilled its obhgatlon to
make Project Sponsor’s Payment pursuant to section 3.0.

5.0  Transmission Provider agrees to provide Project Sponsor with revenue credits
pursuant to Attachment Z2 of the Tariff. Revenue credits shall be the exclusive compensation of
the Project Sponsor under this Agreement.

6.0  Transmission Provider agrees to arrange for the construction of the Sponsored
Upgrade in accordance with the Tanff the SPP Membership Agreement and the construction

,tlmelme specified herein.

7.0 Any notice or request made to or by either Party regarding this Agreement shall
be made to the representative of the other Party as indicated below.

Southwest Power Pool, Inc.:

201 Worthen Drive
Little Rock, AR 72223-4936

Project Sponsor:
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8.0  The Tariffis incbrporated herein and made a part hereof for all purposes.

IN WITNESS WHEREOQF, the Parties have caused this Agreement to be executed by

- their respective authorized officials.

Southwgest Power Pool, Inc.:

B-y:

" Name | Title _ ' Date
j Project Spoﬁsor: |

' _By':‘

. Name ) : Title o ' “Date
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Specifications

1.0 Designated Transmission Owner(s):

2.0  Description of Sponsored .Upgrade: ‘

3.0 - Project Spdnsor’s- Pa'yment:.* The Projecf Sponsor shall elect to pay the Directly Assigned
Upgrade Grade Costs of the Sponépred Upgrade by (1) a lump sum paynient'or '(2) a

periodic charge as indicated below: -

_ Lump Sum Payment:

Payment Due Date: ]

Periodic Charge:

* .The Project Sponsor’s Payment specified herein shall initially be based on'a good faith
estimate of Directly Assigned Upgrade Costs. The Project Sponsor’s Payment shall be
" ‘subject to adjusfcm-cnt and true up after the Sponsored Upgrade is placed in service.

- '4_.0- Project Timeline (M'ilestones):'
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5.0 Letter of Credit:

Effective Date: 1/15/2013 - Docket # ER13-406-00 -



	Grant Testimony Final
	WAG-1
	WAG-2
	WAG-3
	WAG-4
	WAG-5

