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1.  HISTORY AND BACKGROUND

Southwest Power Pool (SPP) staff was directed during the February 7-8, 2007 meeting of the SPP Transmission Working Group (TWG) to develop a strawman proposal and white paper explaining how Letters of Authorization (LOA) will be used in association with Network Upgrades.  

LOAs have been used by SPP staff to inform transmission project owners of their responsibility for construction of identified Network Upgrades necessary to maintain system integrity.  In response to the SPP Board of Directors’ approval of the 2006 SPP Transmission Expansion Plan (STEP) 2006-2016 in January 2007, SPP staff issued LOAs for all reliability upgrades set forth in Appendix B to the 2006 STEP.  LOAs also have been issued for Service Agreements.

This white paper represents the collaborative efforts of various SPP stakeholder groups.  The Transmission Ownership and Construction Task Force (TOCTF) issued a report recommending approval protocols for new Network Upgrades.  In that report, the TOCTF emphasizes that the SPP Board of Directors will “direct the start of construction” of approved Network Upgrades.  Therefore, the term “Letter of Authorization” has been changed to “Notification to Construct” to more accurately reflect the SPP Board of Directors’ action to approve new Network Upgrades in SPP.

2.  DEFINITIONS

Need Date: Date when a Network Upgrade needs to be in-service as identified in the applicable RTO planning study process as specified in Section 5. 
Notification to Construct (NTC):  A formal SPP document specifying approval of and notification to build specific Network Upgrades with specified Need Dates for commercial operation.
Network Upgrade: As defined in the SPP Open Access Transmission Tariff (OATT).
Project: One or more Network Upgrades that together are assigned to a Transmission Owner(s) or other entity(ies) by SPP as identified in an NTC
Designated Transmission Owner: The Transmission Owner(s) or other entity(ies) designated by SPP to build and own a Project as directed by an NTC.
3.  PURPOSE

An NTC shall be the official SPP document directing the Designated Transmission Owner(s) to construct Network Upgrades to meet STEP and SPP OATT Need Dates.  As appropriate, the NTC will document the approval of Network Upgrades with respect to cost recovery as provided under the SPP OATT.  The lack of an NTC will not absolve the stakeholders of responsibility to comply with the applicable North American Electric Reliability Corporation (NERC) Reliability Standards, SPP Regional Reliability Standards, and SPP Criteria.  

The Network Upgrade identification, review and approval process flow diagram is set forth in Appendix A to this white paper.  This process diagram depicts the continuous cycle of identification, review and approval of Network Upgrades, Project Tracking and subsequent NTCs issued by SPP.

The party(s) responsible for construction of the Project identified in the NTC shall use due diligence to construct transmission facilities as directed by SPP in accordance with the SPP OATT and the Membership Agreement, subject to such siting, permitting, and environmental constraints as may be imposed by state, local and federal laws and regulations, and subject to the receipt of any necessary federal or state regulatory approvals. 
4.  AUTHORIZATIONS

SPP’s authority to direct the construction of Network Upgrades and a Transmission Owner’s obligation to construct Network Upgrades is set forth in Section 3.3 of the SPP Membership Agreement and Section VIII of Attachment O of the SPP OATT.  
A Designated Transmission Owner may arrange for another entity to build and/or own a Project in its place, subject to the qualifications outlined in Section VIII.6 of Attachment O of the SPP OATT. Such arrangements shall not relieve the Designated Transmission Owner of its continuing obligation to construct Network Upgrades under the SPP Membership Agreement, including a Network Upgrade subject to an NTC.  It may require the development of a separate agreement.
5.  DOCUMENTATION OF NETWORK UPGRADES

An NTC may be issued for Network Upgrades originating from, but not limited to, the following processes: (NOTE: These are descriptions of when a NTC may be issued and are not SPP OATT definitions.)
· Reliability Study Process

Regional reliability study Network Upgrades as directed for construction by the SPP Board of Directors in accordance with Attachment O of the SPP OATT. 

· Balanced Portfolio

Network Upgrades identified in an approved Balanced Portfolio which was developed in accordance with Attachment O of the SPP OATT.

· Sponsored Upgrades
Network Upgrades which have received the endorsement of the SPP Board of Directors and the financial commitment of a Project Sponsor(s). 
· SPP Tariff Studies – Transmission Service studies

Network Upgrades identified in Service Agreements entered into pursuant to the SPP OATT to accommodate new Transmission Service.  
· Generation Interconnection Upgrades

Network Upgrades required by a generation interconnection agreement to be constructed by a Transmission Owner(s) other than the Transmission Owner that is a party to the generation interconnection agreement
· Out of Cycle Reviews
Local planning or sub-regional studies may reveal additional economic or reliability Projects beneficial or necessary to the transmission network.  These proposed Projects may be submitted to the RTO for consideration for an out of cycle review by the SPP Board of Directors.  Out-of-cycle Projects receiving approval from the SPP Board of Directors for inclusion in the STEP may receive an NTC depending on the nature, timing and urgency of the Project.  
SPP recognizes that other factors beyond SPP governing documents may result in system Network Upgrades which are reasonable and appropriate.  These Network Upgrades may not require an NTC.  The NTC process shall not relieve a Transmission Owner of its obligation to construct, own or operate its transmission system as required in any other law or regulation or as required by the SPP OATT and Membership Agreement.
6.  FORMAT 

To ensure proper documentation of approved Network Upgrades, an NTC shall include, at a minimum, the following information:

· NTC Information

· The NTC is assigned a unique NTC Identification Number.

· NTC ID# convention, SPP-NTC-#

· Example:  SPP-NTC-1

· Project Information

· Projects are assigned a unique Project Identification Number (PID).

· Project ID# convention, SPP-PID-#

· Example:  SPP-PID-1

· Projects consist of one or more Network Upgrades.

· The Project name will generally describe the Network Upgrades associated with the Project. 
· Project Information will include an Estimated Cost and a Project Schedule, which will include at minimum the Need Date.
· Network Upgrade Information

· Network Upgrades are assigned a unique Upgrade Identification Number (UID).

· Network Upgrade ID# convention, SPP-UID-#

· Example:  SPP-UID-1

· The Network Upgrade Description will provide a brief scope of the Network Upgrade.

· Documentation of Network Upgrade Owner

· SPP Member/facility owner(s) and Contact Information

· Markets and Operations Policy Committee (MOPC) Representative

· TWG Representative, if applicable

· Categorization

· Economic as a part of a Balanced Portfolio

· Regional Reliability

· Sponsored Upgrade

· Service Upgrade

· Zonal Reliability Upgrade

· Other

· Upgrade Specifications

· Upgrade Type:  Reconductor, New Construction, etc.

· Voltage levels 

· Estimated Line Length and minimum required summer and winter rating

· Transformer, minimum required summer and winter rating

· Associated terminal equipment, minimum required summer and winter rating

· Any other static equipment

· Network Upgrade Justification

· NERC Reliability Compliance 

· Regional Study reliability

· Zonal criteria

· Transmission service request – List Aggregate study number with reference to posted facility log

· Economic

· Other

· Need Date 

· Network Upgrade cost estimate in present day dollars, date of cost estimate, and origination of cost estimate. 

· Cost recovery for Network Upgrade
· Base Plan Allocated

· Direct Assignment
· Project Sponsor
· Zonal

· Regional
· Other

· Documentation of Approvals

· SPP Board of Directors approval date or reference to approved motion

· Service Agreement number 

· Commitment details of Sponsored Upgrades.

· Documentation of Project History

· The NTC will list any previously issued NTC ID numbers associated with the approved Network Upgrade or Network Upgrade change.

· The NTC will include any related past NTC identification numbers to ensure proper documentation of the approval.  

· When the situation warrants issuing a new NTC, the new NTC will include past NTC numbers and information documenting the Network Upgrade change and party requesting the formally approved Network Upgrade change, rationale for the change and approvals for the scope adjustments.

· Modifications of the approval are outlined in Section 8. 

A sample NTC for new Network Upgrades is provided in Appendix B
7.  POSTING PROTOCOLS 

All NTCs will be posted on the SPP public web site according to SPP’s data retention policy.  

SPP staff will provide a summary of the status of all uncompleted Projects with an NTC in its quarterly report to the TWG, MOPC, Regional State Committee (RSC) and SPP Board of Directors.  

An annual summary of all NTC activity from the past 12 months will be provided in the STEP annual expansion plan report to the SPP Board of Directors.
8.  NTC MODIFICATION 

It is recognized that from time to time modifications may be necessary to NTCs.  The following sections outline the process to be used and the conditions under which an NTC may be modified.

8.1 PROCESS
In the event that changes occur that could cause an NTC for a Project to be modified, SPP may re-study the need for the Project.  Changes that could cause an NTC for a Project to be modified include but are not limited to:

· Change in scope

· Change in cost estimates

· Change in the In-Service Date or Need Date

· Changes in load

· Changes in generation

· Annulment of Transmission Service Requests (“TSR”)

· Change in local planning criteria

· Modeling error
· Change in Designated Transmission Owner 

But must not:
· Cause adverse impact to Service Agreements or other service under the SPP OATT.  

· Render firm transmission service under the OATT undeliverable.  

A stakeholder wishing to have an NTC Project restudied must provide SPP with the necessary model changes needed to study the modification of the Project in the appropriate models.  If SPP determines that a change has occurred that could cause an NTC for a Project to be modified, SPP will perform the necessary analysis to determine if the Project modification meets the Network Upgrade Justification of the original Project as described in Section 6.  For a Project to be deemed reasonable, it must meet or exceed the Network Upgrade Justification of the original Project.
If SPP determines that an NTC Project modification is reasonable, it will inform the TWG, MOPC, and SPP Board of Directors of this fact at their next regularly scheduled quarterly meeting and request Board of Directors approval as necessary to issue an NTC modification.
After the Board of Directors approves of the NTC modification, SPP will issue a modified NTC  as needed.  If the NTC was due to a Service Agreement, then the NTC would be revised to reflect modification of the Agreement.  
8.2 SCOPE
A modification to an NTC shall be required if a change to the scope of the Project requires a modification in the designated Project. A change to the scope shall mean those new objectives that have a material impact on the required operating characteristics of the Transmission System pursuant to all applicable requirements of the SPP Tariff, SPP Criteria, NERC Reliability Standards, and the Transmission Provider's and Transmission Owner's(s) Transmission Planning Reliability Criteria in effect to maintain the reliable operation of the Transmission System in accordance with Good Utility Practice.  Such changes may include but are not limited to: 

· Topology

· Routing changes

· Interconnection point changes

· Operating Characteristics 

· Changes in load

· Changes in generation

· Changes in local planning criteria

· Modeling errors

· Unavoidable need for modifications in distribution

And must:
· Provide comparable or improved level of electrical performance.
· Not cause adverse impact to Service Agreements or other service sold under the SPP OATT.  

· Not render sold firm transmission service undeliverable.  

In the event that the scope of an NTC needs to be modified, a new NTC shall be issued to clarify the change and to reflect any modifications to Project scope. SPP staff will complete the appropriate review for a modification.
If a stakeholder wishes to propose a change in the scope of an NTC documented Network Upgrade or wishes to propose an alternative transmission solution to an already approved Network Upgrade, the requestor shall coordinate the proposed change with SPP staff.  

8.3 COST ESTIMATES

As part of the quarterly project tracking effort as specified in Attachment O of the SPP OATT, Staff will review the cost estimates provided by the designated Transmission Owner(s) and compile a list of Projects with a cost estimate increase of more than 20% from the previous quarter.
Staff will determine the cause of the cost increase for each NTC Project in this list and make a recommendation as to whether the change in cost estimate is sufficient to justify the Project being replaced with an alternate Project.

SPP or TWG may request further analysis of a Project.

After SPP holds a 15 day stakeholder review period, a SPP proposed modification to an NTC will go to the SPP Board of Directors for approval.  
8.4 TIMING
It is recognized that a change in an NTC may be necessary due to required changes to the Project schedule.
Through the processes identified in Section 5, SPP could change the Need Date, which would result in an NTC modification. 

The following items are not expected to cause a change in an NTC due to the fact that time delays associated with these causes are handled through a mitigation plan or a re-dispatch option, as appropriate:  

· Not enough time to complete Project based on SPP’s Need Date

· Unforeseen delays, such as: 
· Regulatory 

· Siting

· Construction

· Equipment delivery
8.5 CHANGE IN DESIGNATED TRANSMISSION OWNER
A modified NTC shall be required if there is a change in the Designated Transmission Owner of a Project.  Once the change in Designated Transmission Owner is approved, SPP shall issue a modified NTC reflecting the change in Designated Transmission Owner.  SPP shall inform the TWG of an approved change in Designated Transmission Owner at its next regularly scheduled meeting.
9.  NTC WITHDRAWAL 

In the event that changes occur which could render an NTC for an approved Project unnecessary, SPP may re-study the need for the Project.  Changes that could render an NTC for an approved Project unnecessary include but are not limited to:

· Changes in load

· Changes in generation

· Annulment of TSR’s

· Change in local planning criteria

· Modeling error
But must not:
· Cause adverse impact to Service Agreements or other service under the SPP OATT.  

· Render firm transmission service undeliverable.  

A stakeholder wishing to have an NTC Project re-studied for withdrawal must provide SPP with the necessary information needed to study the removal of the Project from the appropriate models.  If SPP determines that changes have occurred that could render an NTC for an approved Project unnecessary, SPP will perform any necessary analysis and will, in consultation with stakeholders, determine if the Project is still required.  Consideration of NTC withdrawal will take into account the stage of development of the Project and discussion with the Designated Transmission Owner.
If SPP confirms that an NTC Project is unnecessary, it will inform the TWG, MOPC, and SPP Board of Directors of this fact at their next regularly scheduled meeting and request approval by the Board of Directors, as necessary, to issue an NTC withdrawal.
After the Board of Directors approves of the NTC withdrawal, SPP will withdraw the NTC Project.  If the NTC was due to a Service Agreement, then the NTC withdrawal shall not need TWG, MOPC, or SPP Board of Directors approval but shall be addressed by SPP Staff.  
10.  POST NTC ISSUANCE COMMITMENT AND PROPOSALS 

After an NTC has been issued, the Designated Transmission Owner shall have 90 days to respond to the NTC committing to a Project as specified in the NTC or proposing a different Project schedule or Project specifications. If the Designated Transmission Owner proposes alternate specifications, SPP shall respond within ten days accepting or rejecting such proposals.  In addition to providing a commitment to construct, the Designated Transmission Owner will also be asked to provide a mitigation plan if necessary, project status updates, and notification of commercial operation.
At any time the Designated Transmission Owner may select another entity to build and own a Project by submitting a designation agreement and acquiring the correct approvals.

11.  DISPUTE RESOLUTION 

Dispute resolution shall be handled in accordance with the provisions of Section 12 of SPP OATT. 

12.  APPENDICES 

APPENDIX A:  Network Upgrade Identification, Review and Approval Process Flow Diagram
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APPENDIX B: Sample NTC

SPP 

Notification To Construct

	415 N. McKinley, 140 Plaza West

Little Rock, AR  72205-3020

501-614-3220 • Fax: (501) 666-0376

[SPP CONTACT]

[SPP CONTACT TITLE] 
	SPP-NTC-#



[DATE]
[DESIGNATED TRANSMISSION OWNER]
[ADDRESS]
RE: Notification to Construct [Approved Reliability Network Upgrades/Network Upgrades Pursuant to Transmission Service Request]
Dear [DESIGNATED TRANSMISSION OWNER],

Pursuant to Section 3.3 of the Southwest Power Pool, Inc. (“SPP”) Membership Agreement and Attachment O, Section VIII, of the SPP Open Access Transmission Tariff (“OATT”), SPP provides this Notification to Construct (“NTC”) directing [DESIGNATED TRANSMISSION OWNER], as the Designated Transmission Owner, to construct the Network Upgrade[s].  

On [DATE], the Southwest Power Pool (“SPP”) [Board of Directors approved the Network Upgrade(s) listed below to be constructed] OR [concluded that the Project is required on the [DESIGNATED TRANSMISSION OWNER] system to fulfill Transmission Service Requests as detailed in Aggregate Facility Study SPP-200#-AG#-AFS-##] OR [Insert the appropriate reason to construct the Project if different than listed above].  

Project ID:  PID #
Project Name: Project Name
Need Date for Project:  DATE
Estimated In-Service Date for Project: IN-SERVICE DATE PROVIDED BY NETWORK UPGRADE OWNER DURING AGGREGATE  STUDY

Estimated Cost for Project:  $###,###
Network Upgrade ID:  UID #
Network Upgrade Description: Network Upgrade Description
Network Upgrade Owner:  Owner Information
MOPC Representative:  Representative Information
TWG Representative:  Representative Information

Categorization:  Regional Reliability / Zonal Reliability / Economic / Service
Network Upgrade Specifications:  Network Upgrade Specifications
Network Upgrade Justification:  Network Upgrade Justifications
Need Date for Network Upgrade:  Network Upgrade Need Date
Estimated In-Service Date for Network Upgrade: IN-SERVICE DATE PROVIDED BY NETWORK UPGRADE OWNER DURING AGGREGATE STUDY
Estimated Cost for Network Upgrade (currrent day dollars):  $###,###
Cost Allocation of the Network Upgrade:  Base Plan Funded / Direct Assigned to Customer / Sponsored Network Upgrade / Other
Estimated Cost Source: Network Upgrade Owner / Network Upgrade Sponsor/ SPP

Date of Cost Estimate: MM/DD/YYYY

[In the event the NTC is a modification or withdrawal of an existing NTC, the following will be listed in addition to or instead of the above: Previous NTC number, Previous NTC Issue Date, and Reason for Change.]

Commitment to Construct

Please provide to SPP a written commitment to construct the Network Upgrade(s) within 90 days of the date of this Notification to Construct, pursuant to Attachment O, Section VIII.6 of the SPP OATT, in addition to providing a construction schedule for the Network Upgrade(s).  Failure to provide a written commitment to construct as required by Attachment O could result in the Network Upgrade(s) being assigned to another entity.

Mitigation Plan

The Need Date OR Estimated In-Service Date represents the timing required for the Network Upgrade(s) to address the identified need.  Your prompt attention is required for formulation and approval of any necessary mitigation plans for the Network Upgrade(s) if the Need Date OR Estimated In-Service Date is not feasible.  Additionally, if it is anticipated that the completion of any Network Upgrade will be delayed past the Need Date OR Estimated In-Service Date, SPP requires a mitigation plan be filed within 60 days of the determination of expected delays.  
Notification of Commercial Operation

Please submit a notification of commercial operation for each listed Network Upgrade to SPP as soon as the Network Upgrade is complete and in-service.  Please provide SPP with the actual costs of these Network Upgrades as soon as possible after completion of construction.  This will facilitate the timely billing by SPP based on actual costs.

Notification of Progress

On an ongoing basis, please keep SPP advised of any inability on [DESIGNATED TRANSMISSION OWNER]’s part to complete the approved Network Upgrade(s).  For project tracking purposes, SPP requires [DESIGNATED TRANSMISSION OWNER] to submit updates on the status of the Network Upgrade(s) on a quarterly basis in conjunction with the SPP Board of Directors meetings.  However, consistent with Sections 20.1 and 32.10 of the SPP OATT, [DESIGNATED TRANSMISSION OWNER] shall also advise SPP of any inability to comply with the Project Schedule as soon as the inability becomes apparent.
All terms and conditions of the SPP OATT and the SPP Membership Agreement shall apply to this Project, and nothing in this NTC shall vary such terms and conditions.
Don't hesitate to contact me if you have questions or comments regarding these instructions.  Thank you for the important role that you play in maintaining the reliability of our electric grid.
Sincerely, 

[SPP CONTACT SIGNATURE]
[SPP CONTACT TITLE]
cc: 
SPP COO, SPP Sr. VP Engineering & Regulatory Policy, SPP Director Transmission Policy, SPP Vice President of Engineering, SPP Director of Transmission Development, [MOPC REPRESENTATIVE(S)],  SPPprojecttracking@spp.org, [TWG REPRESENTATIVE(S)].
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