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GLOSSARY OF ACRONYMS AND DEFINED TERMS

Acronym/Defined Term

ATP

ATRR

B/C

BOD

CAT

ESWG

FERC

Interim Period
MOPC

MTF

NERC

NMPRC
NPV
NTC
RCAR
RSC
RTO

SPP

Meaning

Authorization to Plan

Annual Transmission Revenue Requirement
Benefit-to-Cost Ratio

Board of Directors

Curtailment Adjustment Tool

Economic Studies Working Group

Federal Energy Regulatory Commission
February 3, 2010 — February 2, 2015
Market and Operations Policy Committee
Metrics Task Force

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

New Mexico Public Regulation Commission
Net Present Value

Notice to Construct

Regional Cost Allocation Review

Regional State Committee

Regional Transmission Organization

Southwest Power Pool, Inc.
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Acronym/Defined Term

SPS

TLR
Xcel Energy

XES

Meaning

Southwestern Public Service Company, a New Mexico
corporation

NERC Transmission Loading Relief
Xcel Energy Inc.

Xcel Energy Services Inc.
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LIST OF ATTACHMENTS

Attachment Description
WAG-S1 Monthly production cost savings for the period of
December 2012 through February 2013.
WAG-S2 SPP Regional Cost Allocation Review
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of
William A. Grant

I WITNESS IDENTIFICATION AND QUALIFICATIONS

Q. Please state your name and business address.
A. My name is William A. Grant. My business address is 600 South Tyler, Suite

2900, Amarillo, Texas 79101.

Q. Are you the same William A. Grant who submitted direct testimony in this
proceeding?
A. Yes. | submitted Direct Testimony as part of Southwestern Public Service

Company’s (“SPS”) Interim Report on its participation in the Southwest Power
Pool (“SPP”). The New Mexico Public Regulation Commission (“NMPRC™)
directed SPS to file the Interim Report in its February 2, 2012 Order in Case No.
07-00390 (“‘February 2" Order”). 2

Q. What is the purpose of your supplemental testimony?

A. My Supplemental Direct Testimony addresses the items in paragraph R of the

Hearing Examiner’s Procedural Order issued August 22, 2013 (“Order”) in this

' SPS, a New Mexico corporation and electric utility subsidiary of Xcel Energy Inc. (“Xcel
Energy”). Xcel Energy is the parent company of the following four wholly owned electric and gas utility
operating companies: Northern States Power Company, a Minnesota corporation; Northern States Power
Company, a Wisconsin corporation; Public Service Company of Colorado, a Colorado corporation
(“PSCo”); and SPS (collectively, “Operating Companies”). Xcel Energy’s natural gas pipeline subsidiary
is WestGas Interstate, Inc.

? 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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case. Specifically, the Order requested that, to the extent not included in SPS’s
Interim Report, SPS shall file supplemental information regarding:

(a) the SPS projected savings and benefits (on an annual basis) as
required in the Certification of Stipulation in Case 07-00390-UT;
and

(b) whether there have been any service reliability changes as a result
of SPS’s participation in the SPP Regional Transmission
Organization (“RTO”).

In my direct testimony filed February 4, 2013, both of these topics were
addressed. However, I am providing the following additional information in this
supplemental direct testimony:

(H Production cost savings resulting from SPS’s membership in the
SPP Energy Imbalance Service (“EIS”) Market, on an annual
basis;

2) Description of the SPP Regicnal Cost Allocation Review Benefit
Metrics and a Summary of Benefit/Cost Ratios as detailed in the
Brattle Group’s July 29, 2013 report prepared for the SPP’s

Regional Allocation Review Task Force (“Brattle Group Report™);

and
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(3) Reliability benefits to the SPS transmission system from
participation in the SPP RTO.

Is any other witness from SPS providing supplemental direct testimony?

No.
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II. SPS PROJECTED SAVINGS AND BENEFITS

Did you provide an assessment of the annual benefits of SPS’s participation

in the SPP RTO in your direct testimony?

Yes. I presented the following information in terms of savings in my direct
testimony:
Description Savings Source
Production cost savings $43.7 million from Grant Direct
Resulting from SPS December of 2012 to Testimony, pp.
membership in the EIS February of 2015 56-57

Market

Cost savings resulting from
the contingency reserve
sharing agreement

Annual savings of $80.9
million due to lower fuel
and start up costs associated
with maintaining sufficient
contingency reserves

Grant Direct

Testimony, pp.
59-60

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

Annual savings of $32.96
million as a result of
procuring a reduced amount
of contingency reserves

Grant Direct

Testimony, pp.
60-61

Labor cost savings

$100,000 annually saved
from SPP performing
transmission planning;
$250,000 annually saved
from SPP processing
wholesale generation
interconnection requests;
and $295,000 annually from
SPP providing tariff
administration and
scheduling services

Grant Direct
Testimony, pp.
61-65
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Were the production cost savings provided on an annual basis in your direct
testimony?
No. The production cost savings resulting from SPS’s membership in the current
EIS Market were presented as a total projected savings amount for the period of
December 2012 through February 2015 in my direct testimony. The assessment
for this time frame is consistent with Section 4 of the Stipulation, which required
the Interim Report to, “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.”
What are SPS’s projected production costs savings on an annual basis
through the end of the Interim Period?
As noted above, the estimated production cost savings is $43.7 million from

December of 2012 to February of 2015. On an annual basis, the estimate of

production cost savings is:

Month Estimate of Production Cost Savings
(SPS total company)

Calendar Year 2013 $17.2 million

Calendar Year 2014 $22.1 million




10

11

12

13

14

15

16

17

18

Case No. 13-00031-UT
Supplemental Direct Testimony
of
William A. Grant

Please see Attachment WAG-S1, for the monthly estimated production cost
savings for the period of December 2012 through February 2015.

In addition to the benefits presented in your direct testimony, have there
been any assessments of benefits resulting from SPS’s membership in the
SPP that SPS has received since the filing your direct testimony?

Yes. In January 2012, the SPP’s Market and Operations Policy Committee
(“MOPC”), Regional State Committee (“RSC”) and Board of Directors (“BOD”)
endorsed a report that recommended transmission benefits be evaluated by the
Economic Studies Working Group (“ESWG™) for the purpose of the regional cost
allocation review (“RCAR™). In February 2012, the ESWG initiated a Metrics
Task Force (“MTF”) with the purpose of developing tangible, monetized
transmission benefit metrics for economic evaluations. In September 2012, the
MTF completed its report, which contained a list of recommended transmission
benefit metrics. These metrics were approved by the MOPC, RSC and BOD in
October of 2012. The Brattle Group was selected to perform the RCAR, using the
metrics established by the MTF, as well as SPP Integrated Transmission Planning

metrics. The RCAR results were released on July 29, 2013.

Please describe the methodology used in the RCAR.
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Two studies were undertaken as a part of the RCAR to show the benefits and
costs by each pricing zone within SPP of: (1) transmission projects that have
received notices to construct (“NTC”) since June 2010; and (2) projects that have
received a NTC since June 2010 and projects with an Authorization to Plan
(“ATP”) and have an in-service year of 2023 or earlier. The studies use a 40-year
assessment to evaluate transmission project costs and benefits. The RCAR treated
projects with NTCs with greater weight than those with ATPs. The benefits of
the projects considered under the RCAR consist of:

1. Adjusted Production Cost (“APC”)

i. Emission Rates and Values.
ii. Ancillary Service Needs and Production Costs.

2. Avoided or Delayed Reliability Projects.

3. Capacity Cost Savings due to Reduced On-Peak Transmission Losses.

4, Mitigation of Transmission Qutage Costs.

S. Benefits of Public Policy Goals.
The most up to date annual transmission revenue requirement (“ATRR”) for each
zone was used to calculate the costs of transmission projects. The RCAR then
developed benefit-to-cost ratios (“B/C”) ratios for each SPP pricing zone based

upon the transmission project costs and benefits.
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What were the results of the metrics for the RCAR?
The RCAR cost and benefit metric results are:

1. On an SPP-wide basis, the 40-year net present value (“NPV”) of the ATRRs are
estimated to be $4.8 billion for the NTC projects, $338 million for suspended
NTCs and $210 for ATP projects.

o For the SPS pricing zone, the 40-year present value of the
ATTRs was a little under $1 billion.

2. On an SPP-wide basis, the 40-year NPV APC savings is $2.5 billion for NTCs,
$560 million for suspended NTCs, and $225 million for ATPs.

o For the SPS pricing zone, the estimated 40-year present value
of APC savings was $1.354 billion for NTC projects, $780
million for suspended NTCs and $184 million for ATP
projects.

3. On an SPP-wide basis, the benefits of avoided or delayed reliability projects for
NTC projects was $97 million in 2013 dollars.

o For the SPS pricing zone, the estimated benefits relating to the
NTC projects was between $5 and $10 million, and with the

addition of 75% of the ATP projects, $15 million.
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4. On an SPP-wide basis, the 40-year NPV Capacity savings due to Reduced On-

Peak Transmission Losses was $153 million for NTC projects, $1.4 million for
suspended NTC projects, and $15.3 million for ATP projects.
o For the SPS pricing zone, the 40-year estimated benefits are
$70.8 million for NTC projects, $1.1 million for suspended
NTCs, and $900,000 for ATP projects.
On an SPP-wide basis, the 40-year NPV of benefits related to mitigation of
transmission outage costs is $277 million for NTC projects, $84 million for
suspended NTCs and $25 million for ATP projects.
o Each SPP pricing zone receives these benefits based on its load
ratio share.
On an SPP-wide basis, the benefits in 2013 dollars related to mandated reliability
projects is $2.4 billion for NTC projects, $122 million for suspended NTC
projects, and $210 million for ATP projects
o For the SPS pricing zone, nearly $600 million in 2013 dollars
is estimated to result from NTC, suspended NTC and ATP
projects.
On an SPP-wide basis, the 40-year NPV of benefits related to facilitation of

public policy goals is estimated to be $296 million for the SPP region.
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o Because SPS’s existing wind generation meets its renewable

energy mandates, the SPP pricing zone is not viewed as being

allocated these benefits, as this value reflects benefits to those

zones who have not yet met the renewable mandate

requirements.
What was the B/C ratio for the SPS pricing zone under the RCAR?
The B/C ratio for the SPS pricing zone has a range of 3.20 to 3.76 under various
sensitivities, meaning that at a minimum for every dollar spent on projects, the
RCAR estimates that SPS is receiving $3.20 of benefits. The RCAR is provided
as Attachment WAG-S2. Please see pages 22 through 25 for the B/C ratios under
the sensitivity scenarios.
What is the status of the RCAR?
The RCAR report is currently in draft form. The stakeholders are reviewing the
report and submitting comments to the SPP. The SPP expects the RCAR report to
be finalized in October 2013. While the report is in draft form and SPS is working
through the stakeholder process, the report shows that the SPS pricing zone will

receive more benefits than costs incurred for the SPP transmission expansion by

improving the access to the market footprint.

10
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Is SPS participating in the review of the draft RCAR report and has SPS
recommended any changes to SPP for consideration?
Yes, SPS has met with the SPP and continues to review the draft RCAR report.
While SPS has provided items to be considered to be modified in the modeling
and report, I do not believe that even if all of the modifications were adopted that
the report would reflect that SPS is no longer a beneficiary of the transmission
build out in the SPP.
Based on the RCAR and other benefits you discussed earlier and in your
direct testimony, do you continue to conclude that SPS’s participation in the
SPP is beneficial to the New Mexico customers?
Yes. When compared to the cost presented in Attachment RMS-1 to SPS witness
Ruth M. Sakya’s testimony, the benefits I have identified more than offset the
costs of participating in SPP especially since some of the fees assessed in the
attachment would be assessed without SPS’s participation in SPP.
Which fees would be assessed without participation in SPP?
One example relates to charges paid for the SPP Regional Entity (“RE”). All
loads are required to be under the authority of a RE for the purpose of measuring

compliance to the North American Electric Reliability Corporation (“NERC”)

standards. There are eight REs, including the SPP RE. If SPS were not a member

11
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of the SPP RE, the Federal Energy Regulatory Commission (“FERC”) would
require SPS to become a member of another RE. Thus, the costs SPS incurs
related to the SPP RE would be incurred regardless of whether they were for SPP
RE purposes or another RE.

Another example involves costs incurred for base plan transmission
upgrades. Most of the base plan transmission projects in the SPS region were
needed to relieve a reliability issue identified through SPP’s planning process. If
SPS were not a member of the SPP, then it is highly likely SPS’s own

transmission planning would have identified the need for similar base plan

upgrade transmission projects.

12
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III. SERVICE RELIABILITY CHANGES AS A RESULT OF SPS’S
MEMBERSHIP IN THE SPP

In addition to cost-saving benefits described here and in your direct
testimony, has SPS experienced service reliability changes as a result of its
participation in the SPP?
Yes. These service reliability changes have been positive and have benefitted
SPS’s customers. For example, as discussed on pages 23 and 24 of my direct
testimony, as the reliability coordinator the SPP 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. Thus, the SPP
monitors power flow throughout its regional footprint. The SPP anticipates
problems and takes preemptive action to mitigate operating limit violations. The
SPP also coordinates regional response in emergency situations or blackouts.

In addition, the SPP also undertakes congestion management to relieve
transmission congestion on the bulk electric power system. As discussed on page
24 of my direct testimony, SPP manages congestion through Transmission Load

Relief (“TLR™) or redispatch of generation. Prior to the SPP Energy Imbalance

13
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Service Market, use of TLRs was the primary way that relief was provided. Now,
the SPP uses it’s Curtailment Adjustment Tool (“CAT”) to redispatch generation
(and utilizes TLR when necessary) when it is participating in the EIS Market to
provide congestion relief. This allows flows that in the past would have been
curtailed.

Finally, as discussed on page 25 of my direct testimony, the SPP is
required to coordinate line outages as a part of its reliability coordination
function. For planned outages, the SPP performs 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 Reliability Coordinator
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.
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.

14
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X. CONCLUSION

Are Attachments WAG-S1 and WAG-S2 true copies of the documents you
have represented them to be?

Yes.

Does this conclude your pre-filed supplemental direct testimony?

Yes.

15



VERIFICATION

STATE OF TEXAS )
) ss.
COUNTY OF POTTER )

William A. Grant, first being sworn on his oath, states:

I am the witness identified in the preceding testimony. I have read the testimony and the
accompanying attachments and am familiar with their contents. Based upon my personal
knowledge, the facts stated in the supplemental direct testimony are true. In addition, in my
judgment and based upon my professional experience, the opinions and conclusions stated in
the testimony are true, valid, and accurate.

LIS & G A

WILLIAM A. GRAKT

SUBSCRIBED AND SWORN TO before me thisq(i’;w3 day of August, 2013.

A

Notary Public &f the Statc ol Texas

My Commission Expires: 7-2X -2017
WSl Emily Bustos

"?) §., Commissior Expires
g~ 07222017
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Attachment WAG-S1
Page 1 of 1

Southwestern Public Service Company

Forecasted Savings for remainder of Stipulation

Date Value ($000)
Dec-12 $ 1,294.04
Yr Total $ 1,294.04
Jan-13 § 1,012.81
Feb-13 § 690.62
Mar-13 § 1,410.05
Apr-13 $ 2,143.77
May-13 $ 998.37
Jun-13 § 1,513.15
Jul-<13 § 2,073.73
Aug-13 § 1,197.99
Sep-13 § 1,246.62
Oct-13 § 2,308.24
Nov-13 § 1,476.50
Dec-13 $ 1,242.43
Yr Total $ 17,314.28
Jan-14 § 2,596.09
Feb-14 § 1,346.60
Mar-14 § 1,636.35
Apr-14 § 2,346.97
May-14 $ 1,253.56
Jun-14 § 1,344.31
Jul-14 $ 2,341.47
Aug-14 § 1,498.80
Sep-14 § 1,228.71
Oct-14 § 1,986.19
Nov-14 $ 2,229.84
Dec-14 §$ 2,326.79
YrTotal $ 22,135.68
Jan-15 § 1,361.96
Feb-15 § 1,623.70
Yr Total $ 2,985.66
Total $ 84,473.66
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BEFORE THE NEW MEXICO PUBLIC REGULATION COMMISSION

IN THE MATTER OF SOUTHWESTERN ) .
PUBLIC SERVICE COMPANY’S REQUE§1: co) c
FOR PERMANENT APPROVAL TO (und )
PARTICIPATE IN THE SOUTHWEST POWER )
POOL REGIONAL TRANSMISSION ) Case No. 13-00031-UT
ORGANIZATION, )
)
SOUTHWESTERN PUBLIC SERVICE )
COMPANY )
)
Respondent. )
)
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Charles T. Pinson, General Manager
Central Valley Electric Cooperative, Inc.
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Erin E. Cullum, Esq.
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Southwest Power Pool, Inc.
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Jerry W. Partin, Manager
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Xcel Energy Services Inc.

816 Congress Avenue, Suite 1650
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Daniel A. Najjar, Esq.
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The Columbia Group
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3701 North Thornton St.

Clovis, NM 88101
adkinsl@farmerselectric.org

Gary L. Hurse, General Manager

Lea County Electric Cooperative, Inc.
1300 W. Avenue D

Lovington, NM 88260
ghurse/@lcecnet.com

Brian Hobbs, Esq.
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Hinkle, Hensley, Shanor & Martin, LLP
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