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Memo to the MOPC and Board of Directors 
Highway-Byway Cost Allocation 

 
SPP believes that the proposed Highway-Byway cost allocation methodology will promote new 
transmission construction by allocating: 100% of 300 kV+ upgrades regionally; 1/3 of 100-299 kV 
upgrades regionally and 2/3 zonally; and 100% of upgrades less than 100 kV zonally. This memo 
summarizes the impetus for developing the Highway-Byway methodology, the impact of the SPP Open 
Access Transmission Tariff’s (“Tariff”) “unintended consequences” provisions, lessons learned from the 
Balanced Portfolio process, transmission planning goals identified by the Synergistic Planning Project 
Team (“SPPT”), recent Transmission Distribution Factor and Injection Withdrawal Transmission 
Utilization analysis, efforts to define a “robust” transmission system, and the need to shift from 
reactive to proactive planning.   
 

SPPT Team and Report 
 
In response to concerns raised in the 2008 SPP Stakeholder Survey, including criticisms related to the 
processing of Transmission Service and Generation Interconnections and perceived impediments to 
transmission construction, the SPP Board of Directors directed the creation of a team to look at 
solutions to these and other stakeholder issues.  As a result, in January 2009, the SPPT was created.  It 
was comprised of a representative of the Transmission Owning Utilities, a representative of the 
Transmission Dependent Utilities, a representative of the Marketing segment, two state regulatory 
commission chairs, a senior SPP staff member, a representative of the investment sector, and a 
consultant/facilitator.  Over a four-month period, the SPPT developed recommendations to address 
the concerns raised in the stakeholder survey. 
 
The SPPT’s recommendations were published in an April 23, 2009 Report of the Synergistic Planning 
Project (“Report”).  The Report was unanimously approved by the SPP Regional State Committee 
(“RSC”) on April 27, 2009 and approved by the SPP Board of Directors on April 28, 2009, and contained 
a Recommendation #4 which stated:  “The Regional State Committee (RSC) should establish a 
’highway-byway’ cost allocation methodology for the SPP region.”  The Report goes on to provide that:  
 

[T]he SPPT members converged on the view that a postage-stamp design tends to 
support robust regional projects, and the “highway-byway” approach appears to be a 
refined subset of the postage-stamp method that may offer several benefits and gain 
support from members who are not willing to migrate to a full postage-stamp rate . . . 
This method supports some uniformity of customer cost, some easing of the existing 
administrative burden associated with differing cost allocation methodologies, provides 
a potential basis for cost allocation across seams, and is more consistent with a national 
transmission “highway” approach establishing equitable charges for moving power 
across the SPP footprint . . . The “highway” component should be comprised of 345-kV 
and higher transmission lines, with preference given to applying a regional postage-
stamp funding approach for the “highway” component. The “byway” component should 
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be comprised of the lower-voltage lines, with funding through a more local or zonal 
method.  While the SPPT recognizes that the issue is ultimately the decision of the RSC, 
the SPPT believes that the “highway-byway” approach is the most likely to strike an 
appropriate balance. 1 

 
The Report provided a list of recommendations:  (1) adopt new planning principles to establish its new 
vision for an Integrated Planning Process (“IPP”);  (2) implement  the IPP; (3) development of a plan to 
monitor the approved IPP facilities to ensure construction; (4) establish a “highway-byway” cost 
allocation methodology; (5) SPP staff and jurisdictional utilities should work with their respective state 
commissions to establish the appropriate method for rate recovery of regionally allocated transmission 
costs; (6) evaluate and recommend a list of Priority Projects; and (7) set timelines. 
 
In July 2009, the RSC received an overview of the progression of the Synergistic Planning Project 
including the Integrated Transmission Planning (“ITP”) process, Priority Projects, and Highway-Byway 
cost allocation.  During the October 26, 2009 RSC meeting, the RSC approved the following 
recommendation of the Cost Allocation Working Group (“CAWG”) on Highway-Byway cost allocation:  
 

 
 
The RSC-approved Highway-Byway cost allocation policy was then referred to the Regional Tariff 
Working Group (“RTWG”) for conversion to Tariff language, and that process continued through 
February 19, 2010 when the RTWG approved the Tariff language. The Markets and Operations Policy 
Committee (“MOPC”) will consider that Tariff language on March 2, 2010. 

                                                 
1   Report page 14: http://www.spp.org/publications/SPPT%20Report%20Version%20v6-1.pdf 
 

http://www.spp.org/publications/SPPT%20Report%20Version%20v6-1.pdf
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“Unintended Consequences” in the Tariff Today 

 
SPP is required by its Tariff to consider “unintended consequences” as part of its review of cost 
allocation principles.  The “unintended consequences” provisions of the Tariff were inserted when SPP 
filed its Base Plan Funding cost allocation methodology and provides, in part, that: 
 

The Transmission Provider shall review the reasonableness of the regional allocation factor (X%) 
and the zonal allocation methodology at least once every five years. The Transmission Provider 
and/or the Regional State Committee may initiate a review of the regional allocation factor and/or 
the zonal allocation methodology if either body determines that circumstances warrant.  Any 
change in the regional allocation factor and/or the zonal allocation methodology shall be filed with 
the Commission.2 

 
Independent from the SPPT’s direction concerning implementation of a new cost allocation 
methodology, SPP’s Tariff requires periodic review of regional and zonal allocation factors.  To comply 
with the Tariff’s five-year requirement, SPP must complete its review and analysis by May 2010.    The 
development of SPP’s proposed Highway-Byway cost allocation methodology meets this requirement. 
 
As a general proposition, a cost allocation mechanism cannot be expected to produce a specific desired 
result with mathematical precision.  This is particularly true in the context of SPP’s regional footprint, 
which is comprised of 17 Pricing Zones corresponding to the historical development of SPP 
transmission owners’ service territories.  Adding to the complexity is the significant variation in the size 
and load characteristics of the zones. The uniqueness of each of SPP’s Pricing Zones challenges cost 
allocation methodologies from being able to generate uniform benefit/cost ratios for all zones; 
particularly in a specific or short-term analysis. 

 
Tables 1 and 2 illustrate the degree to which these zones vary from one another in geographic scope, 
size, shape, and load density.  The pricing zone graphic demonstrates size variances ranging from a 
single small city, i.e., City Utilities of Springfield, Missouri or Lincoln Electric System, to regions 
encompassing significant parts of one or more states, i.e., AEP West, Oklahoma Gas & Electric, 
Southwestern Public Service Company, or Westar Energy.   When the pricing zone graphic is considered 
in combination with the tabular load information, significant variations in zonal load densities are 
readily apparent. Kansas City Power & Light Company, for example, is a relatively small zone with a 
relatively high average load; in contrast, Sunflower Electric Corporation covers a broad region with 
comparatively little total load. 
 
As noted, the operating Transmission Owners’ Pricing Zones are largely historical artifacts from the 
period in which a transmission owner’s service area, and its’ public service obligations, were defined by 
the utility’s vertically integrated utility operations.   Despite significant regulatory and structural 
changes, this history has resulted in the retention of a license plate rate design under SPP’s tariff for 
the cost of legacy facilities.  This rate design and SPP’s focus on it reflect a sensitivity to cost-shift issues 
that have been central to the development of the SPP Regional Transmission Organization (“RTO”) to 

                                                 
2
 Section III.D.1. of Attachment J to the SPP Tariff. 
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date.  These Pricing Zones are logical from a historical and ratemaking prospective but have no 
relationship to an unfettered cost allocation.   

 
 

Table 1 
 
 

The Existing Zonal Configuration 
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Table 2 

 
SPP Pricing Zone Information 

 
 

 

The foregoing observations are intended to provide some historical context for the consideration of 
potential changes to cost allocation principles within the SPP RTO.   It should be emphasized, however, 
that cost allocation is inherently subjective and that no methodology can achieve precise alignment of 
costs and benefits during a relatively short period of time.  Rather, the goal should be the development 
of allocation principles that are administratively feasible and reasonably consistent with general cost 
causation/cost beneficiary concepts over a lifecycle of investments for customers.    
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Lessons from the Balanced Portfolio 
 

Table 3 was presented as a part of the stakeholder process during the development of the Balanced 
Portfolio.  Within that process, several different Balanced Portfolios were created. Each portfolio 
contains a similar, though not identical, set of transmission upgrades. Tables 4 through 7 show the 
differing benefits, costs, and ratio of benefits to costs (“B/C”) arising from these candidate portfolios. 
 
Each project, each project grouping, and the components of the cost and benefits included in the 
analysis will create differing results.  As depicted below, many factors influence the B/C results. And, 
while these factors are not unique to the similarly-situated, Balanced Portfolio projects, they 
demonstrate that the particular circumstances and characteristics of a project, i.e., location of the 
upgrade(s), voltage of the project(s), new or changed Designated Resources in the models, individual 
members or state renewables targets or goals, will directly impact the distribution of costs and the 
realization of benefits.  
 

Table 3 
 

B/C Per Zone and Portfolio
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Table 4 
 

 
 

 

Table 5 
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Table 6 
 

 
 

Table 7 
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The Synergistic Planning Project Team Goals 
 

It is anticipated that the proposed Highway-Byway cost allocation methodology will facilitate more 
timely project construction and otherwise address concerns and goals identified in the Report.  In 
particular, the Report stated that consideration should be given to the following types of projects: 
 
A. Integrate west to east portions of the SPP grid (renewable resources primarily in the west and 

loads in the east) 
B. Provide support for the Aggregate Study process for Transmission Service 
C. Provide relief to the Generation Interconnection queue 
D. Relieve known congestion 
 
Tables 8 and 9 present data relevant to the attainment of these SPPT objectives.  Table 8 depicts the 
substantial recent growth in wind generation within the SPP footprint and Table 9 identifies state-
specified renewable energy standards or targets with associated compliance dates, for utilities 
operating within the SPP RTO.    
 

 
 

Table 8 
 

Wind Installed by Year 
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Table 9 
 

Renewable Energy Standards by State 

 
 
 
 
 

SPPT Goal A:  Integrate West to East Portions of the SPP Grid (renewable resources 
primarily in the west and loads in the east) 
 
Tables 10 and 11, which depict the location/status of wind Generation Interconnection requests and 
identifying larger cities within the SPP footprint, illustrate that the major load centers (cities with 
populations over 100,000) are generally in the eastern portion of the grid while the most significant 
renewable resources are in the west; hence the goal of creating west to east transmission. 
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Table 10 
 

Generation Interconnection Requests 
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Table 11 
 

Major Cities Over 100,000 
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Generation Interconnection Clusters and Major Cities 
 

Table 12 depicts the wind clusters created as the result of SPP’s November 10, 2008, Petition for 
Waiver of Tariff Provisions and June 1, 2009, Submission of Tariff Revisions to Reform Generation 
Interconnection Procedures.  These clusters represent points where there is a congregation of 
Generation Interconnection requests and points where transmission actually exists. This is another way 
of visually portraying that the renewable resources are in the west and the load centers in the east. 
 

Table 12  
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Table 13 displays the non-renewable Generation Interconnections, showing that transmission is 
needed for renewables and non-renewables. While a majority of the non-renewable Generation 
Interconnection requests are in the west, the correlation of new Generation Interconnections for non-
renewable resources to the west is not as strong as for renewable resources. 
 
 
 

Table 13 
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The need for west to east integration is also depicted in Table 14, in which major gaps in the 
transmission grid can be readily seen. 
 

Table 14 
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SPPT Goals B and C:  Provide Support for the Aggregate Study Process and Relief to the 
Generation Interconnection Process 

 

Table 15 identifies projects resulting from the recently approved 2009 SPP Transmission Expansion 
Plan (“STEP”), Appendix B, upgrades with Notifications to Construct (“NTCs”), and upgrades currently 
under construction.   Examined in  conjunction with the preceding information showing Generation 
Interconnection requests for both renewables and non-renewables, this map presents a clear picture 
that transmission already in process within SPP, coupled with the transmission that appears to be 
emerging from the Priority Projects and the ITP, will provide substantial relief for the Generation 
Interconnection queue.  

 

 
Table 15 

 
Upgrades from 2009 STEP Appendix B, Upgrades with NTCs or Upgrades Currently Under 

Construction – All Voltages 
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Table 16 depicts three 2007 Aggregate Studies as an example used to indicate that Points of Receipt 
and Points of Delivery, like the Generation Interconnection requests, will be located across the SPP 
footprint at random locations. 
 

Table 16 
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Building on the previous maps, Table 17 focuses on the 300 kV and above upgrades – the “Highway” –  
to illustrate where those upgrades are located.  Projects depicted in blue represent projects resulting 
from the Aggregate Study process; i.e., projects needed in connection with requests for Transmission 
Service. Although any transmission segment (reliability projects, economic upgrades or local upgrades) 
can support Transmission Service, the focus below is on the “Highway” facilities to illustrate that SPP’s 
commitment to adding transmission directly supports the Aggregate Study process. 
 

Table 17 
 

Upgrades from 2009 STEP Appendix B, Upgrades with NTCs or Upgrades Currently Under 
Construction – 345 kV 

 

 

 



 

 19 

SPPT Goal D: Relieve Known Congestion 
 
Tables 18 and 19 show, with different levels of granularity, the geographic breadth of the locational 
price separation associated with congestion at a single flowgate.  During a single five minute interval in 
January 2010, the Lake Road– Alabama (161 kV) MPS for the loss of (“FTLO”) Iatan – Stranger Creek 
(345 kV) KCPL (“LAKALAIATSTR”) flowgate was breached.  During that interval, this was the only 
congested flowgate on the SPP Transmission System. Congestion at this flowgate alone triggered 
significant price separation in SPP, with prices as high as $1,480.00/MWH and as low as -
$475.00/MWH.  Absent this congestion event, the price at all locations would have been equal to 
$25.26/MWH, the System Marginal Price (“SMP”). This circumstance provides an illustration of how a 
single constrained flowgate can affect multiple market participants over a broad geographic region. 
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Table 18 
 

 
 

Table 19  
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Table 20 identifies the Balanced Portfolio upgrades identified to improve flow across this flowgate. 
 

Table 20 

 

Transmission Distribution Analysis 

It is important to determine which classes of facilities contribute in a material way to the delivery of 
energy over long distances; i.e., flows properly considered to be regional. In a “Highway–Byway” 
construct, such facilities are identified as “Highway” facilities.   
 
To identify “Highway” facilities, SPP designed an analysis, as described and pictured in Tables 21 and 
22, that assessed the responsiveness of various classes of transmission facilities to power transfers 
among SPP’s Pricing Zones.   
 
A series of 182 illustrative Transmission Service transactions were constructed by identifying 14 
primary SPP Pricing Zones, pairing each identified zone with each of the other identified zones, and 
permitting such zones to serve as either Point of Receipt (“POR”) or Point of Delivery (“POD”) for these 
illustrative transactions. The measure of responsiveness of a particular transmission system element to 
a specific Transmission Service transaction is the Transmission Distribution Factor (“TDF”) for each 
system element with respect to that specific transaction. The TDF measures the percent of the total 
flow supported by that element for the subject transaction.  
 
Facilities used in the analysis comprise the existing Transmission System, supplemented by adding five 
new illustrative Extra High Voltage (“EHV”) projects (the Balanced Portfolio projects). Actual 2010 
operating conditions were used as the basis for this analysis. The TDF of each Transmission System 
element for each transaction element was determined.  The Transmission System elements and the 
resulting associated TDF factors associated with each element were classified into four groups:  (1) 
elements that comprise the group of five new illustrative EHV projects; (2) elements that comprise the 
fleet of existing 345 kV facilities; (3) elements that comprise the fleet of existing 115 and 138 kV 
facilities; and (4) elements that comprise the fleet of existing 69 kV facilities.   SPP then determined the 
percent of TDFs that were greater than a specified cut-off for each classification group.  The analysis 
determined that the percentage of TDFs greater than the specified cut-off for each facility’s 
classification followed a rather expected distribution: 98% for the five new EHV projects, 77% for the 
existing 345 kV facilities, 38% for existing 115 and 138 kV facilities and 14% for existing 69 kV facilities. 
 
Separately, SPP evaluated the responsiveness of these classes of facilities to 56 illustrative “through” 
transactions. Separate POR/POD pairs were constructed using Associated Electric Cooperative Inc. 
(“AECI”), Ameren-Illinois (“AMIL”), Entergy Texas (“EES ERCOT”), MidAmerican Energy Company 
(“MEC”), Western Area Power Authority (“WAPA”), WAPA Upper Great Plains Region East (“WAUE”) 

Project Name In-Service Date Cost Estimate 2009 Project Type 
Area 

Name 
Voltage 

Line - Iatan - Nashua 345 kV 06/01/15 $54,444,000  Balanced Portfolio KCPL 345 

Transformer - Nashua 345/161 kV 06/01/15 $4,620,000  Balanced Portfolio KCPL 345/161 
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and Western Electricity Coordinating Council (“WECC”) as both POR and POD.  Similar results are 
shown for these transactions:  97% for the five new EHV projects, 76% for the existing 345 kV facilities, 
36% for existing 115 and 138 kV facilities and 9% for existing 69 kV facilities.  Tables 21 and 22 depict 
these results graphically. 
 
While the results of any TDF analysis will vary depending on the particular facility assumptions and 
elements studied, a reasonable conclusion to be drawn from SPP’s analysis is that 345 kV facilities – 
especially those designed with regional goals in mind – are significantly more responsive to regional 
flows than the lower voltage facilities.  New facilities operating at voltages of 345 kV (or, in the case of 
the RSC’s cost allocation policy, facilities above 300 kV), can reasonably be considered as serving the 
“Highway” function, with lower voltage facilities considered to be serving the “Byway” function.  Since 
facilities operating at 345 kV and above serve the “Highway” function, associated revenue 
requirements are properly allocated to the entire region.  Since facilities operating at less than 100kV 
serve the “Byway” function and are significantly less responsive to regional flows, associated revenue 
requirements are properly allocated to the host zone. 
 
The methodology and results associated with the TDF analysis for the Balanced Portfolio is summarized 
below: 
 
Transmission Distribution Factor (TDF) Analysis 
 

• Evaluated the support provided by transmission facilities of various voltage classes for power 
transfers within and through SPP 

• Within SPP between pricing zones (example AEP to KCPL) 
• Through SPP from a neighbor to a neighbor (example EES to ERCOT) 

• TDF is the proportion of total power flow supported by a particular transmission element 
(approximately 5,000 elements) 

• January 2010 topology + Balanced Portfolio upgrades and operational base case dispatch were 
studied  

• The Analysis 
• Source Gen Up – Sink Gen Down 
• TDFs determined for each transaction associated with each element 

• 182 within transactions  
• 56 through transactions 

• Elements and their TDFs group by category 
• % of TDFs above cutoff determined  
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Table 21 
 

 
0.1% Cutoff 

 

Table 22 
 

 
0.1% Cutoff 
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Injection Withdrawal Transmission Utilization Analysis 

 
The Injection Withdrawal Transmission Utilization analysis estimated the proportion of local utilization 
versus other utilization of EHV lines in the SPP region.  This engineering analysis begins with a market-
based economic dispatch of generating units in the SPP footprint.  It is used to determine that portion 
of the transmission line flow that is the result of local utilities serving local load with local generation 
versus the portion of the transmission line flow that is the result of regional, non-local utilization.   

 
The result of this analysis demonstrates that, overall, a significant portion of the flow on EHV 
transmission lines is a result of activity other than local usage.  Regional utilization is a key factor in the 
design of EHV enhancements. 
 
SPP staff assessed the degree to which new EHV Network Upgrades facilitate other regional energy 
flows.  Three market dispatch periods were simulated and tested on five EHV projects (Balanced 
Portfolio).  These projects represented a broad, geographically diverse transmission subset across the 
SPP footprint. 
  
The topology used for the analysis was the SPP system as committed through the 2019 window, 
including the five EHV projects. Unique market dispatches were used on three hours of 2019: summer 
peak, spring peak, and winter peak. Assessing the local and regional flows on these EHV facilities 
required using a steady-state load flow tool.  
 
As the first part of the analysis, local usage of the facilities was calculated.   Only local zones that 
contained the sample facilities were evaluated. Local flows are deemed to be the flows on facilities for 
local generation to serve local load.  To measure the local flows on a facility, a TDF is calculated on 
each facility when dispatching a local area’s generation to its local load. The TDF illustrates how much 
power will flow on that facility, taking into account the smaller of the local generation or local load, 
and is used to calculate local flows.  Once all the local flows are calculated, then the regional flows are 
determined. 
 
Regional flows are deemed to be flows on facilities not for local utilization. Calculating regional flows is 
simply the actual flows on a facility less the local flows on a facility.  The final component of the 
analysis is to determine the percentage of the local and regional usage of a facility.  The regional 
utilization is differentiated as a percentage of the regional flow on a facility compared to the total flows 
on that facility.  In the same way, local utilization is determined as a percentage of local flows on a 
facility compared to the total flows on that facility. 
 
Table 23 displays the results of the injection withdrawal transmission utilization analysis.  Results show 
that predominate usage of these EHV facilities is regional.  The portion of regional usage varies by 
study hour and EHV upgrade, demonstrating that the grid is used differently based on the varying 
dispatch.  Regardless of the studied period or EHV upgrade, the results confirm that the usage is 
predominately regional.   
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Table 23 
 

Injection/Withdrawal Analysis for Balanced Portfolio  

Local Regional

22% 78%

TOTAL AVERAGE

Local Regional Local Regional Local Regional

35% 65% 15% 85% 17% 83%

Project Local Regional Local Regional Local Regional

Iatan-Nashua 345 kV 53% 47% 86% 14% 77% 23%

Spearville-Knoll 345 kV 2% 98% 3% 97% 11% 89%

Knoll-Axtell 345 kV 3% 97% 4% 96% 17% 83%

Muskogee-Seminole 345 kV 78% 22% 37% 63% 39% 61%

Cleveland-Sooner 345 kV 10% 90% 6% 94% 1% 99%

Woodward-Tuco 345 kV 48% 52% 10% 90% 5% 95%

Summer Peak 2019Winter Peak 2019 Spring Peak 2019

 
 

 

As a matter of objective and by design, SPP plans its EHV system from a regional perspective and for 
regional use and benefit.  While this regional use is the driver, there is no intent to preclude local use. 
The Injection/withdrawal analysis as applied here provides indicative results for specific circumstances. 
There is no model analysis that will show a project(s) to have 100% regional impacts. Under a variety of 
circumstances the analysis shows varying levels of regional use versus local use but consistently shows 
high levels of regional use. Additionally over time and for a number of EHV facilities every zone 
receives local benefits and on balance this local use does not overcome the merits of regional 
allocation of EHV facilities. Accordingly, the evidence supports that the allocation of the 300 kV and 
above projects 100% to the Highway will be an equitable outcome over a reasonable period of time for 
a number of projects and inputs. 
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The Unintended Consequences Provisions Contained in the Tariff Language Approved by the RTWG 
on February 19, 2010 

 
In order to permit more frequent and structured review of the impacts of cost allocation principles, the 
“unintended consequences” provisions of SPP’s Tariff will be revised in four significant respects.  First, 
the reasonableness of both the “X” and “Y” factors, rather than just the “X” factor, used to allocate 
costs between regional and zonal rates will be evaluated.  Second, both factors will be evaluated every 
three years, as opposed to the current Tariff’s five-year review procedure.  Third, evaluation of the 
impacts associated with Base Plan Upgrades under SPP’s Transmission Expansion Plans, and the 
identification of “unintended consequences” of cost allocation determinations, will be subject to, and 
based on, the cost-benefit analysis and the appropriate planning horizon under Attachment O.  Finally, 
the Transmission Provider and/or the Regional State Committee may initiate such a review at any time.  
As under the currently existing Tariff provisions, each SPP Transmission Expansion Plan will continue to 
be reviewed for “unintended consequences” by the RTWG and reported to the MOPC and RSC. 
 
 

D. 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 zonal allocation 
methodology at least once every three years.  At a minimum, the review shall 
take into account unintended consequences identified through the process 
described under Section III.D.2 and the benefit and cost analysis developed 
through the planning processes of Attachment O.  In addition, the Transmission 
Provider and/or the Regional State Committee may initiate such review at any 
time.  Any change in the regional allocation methodology and factors and/or the 
zonal allocation methodology shall be filed with the Commission. 

2. For each SPP Transmission Expansion Plan, the Transmission Provider shall 
calculate the cost allocation impacts of the Base Plan Upgrades to each 
Transmission Customer within the SPP Region over the planning horizon 
described in Attachment O.  The results will be reviewed for unintended 
consequences by the Regional Tariff Working Group and reported to the Markets 
and Operations Policy Committee and Regional State Committee. 

 

 

Robust Transmission System Considerations 

 

The Report refers to “the creation of a robust, flexible, and cost effective transmission network.”  
Historically, the concept of a “robust system” has been used to describe operational conditions in 
subjective terms, without any attempt to define with objective criteria.   
 
However, in its January 2010 meeting, SPP’s Strategic Planning Committee (“SPC”) sought to establish 
parameters to determine the robustness of a transmission system.   A suggested framework was 
drafted by the SPC and presented during the January 26, 2010 SPP Board of Directors meeting. 
Stakeholders were asked for their input on the development of the draft points, with the intention of 
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continuing the dialogue in the April 2010 cycle of SPP meetings.  In particular, the following criteria 
were offered for comment as starting points in the effort to develop a definition of “robust:”  
 

 

• Cost effectiveness standards will apply 
• Ability to deliver reserves 
• Evaluate SPP with transmission adequate for a 20% renewable portfolio 
• Evaluate system load growth that is 10% above long-term projected growth 
• Provide for a transmission system that would have margin based on transmission limits at 

95% of rate capacity 
• Target to have Locational Marginal Prices (“LMPs”) average within 20% 

 

 

 

While promoting a better understanding of the term, the process of developing an objective definition 
of a “robust” transmission should not be so narrowly focused that other benefits of an expanded 
transmission infrastructure are overlooked.   Specifically, upgrading and modernizing the transmission 
grid will deliver potential market, environmental, reliability and other improvements, as shown in the 
chart below. 
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Examples of Other Transmission Benefits 
 

 
 

Shifting from a Reactive to More Proactive Planning Paradigm 
 

SPP is making major moves away from least-cost, N-1, utility-by-utility planning.  In today’s 
environment, it is no longer appropriate for SPP to plan its system based solely on the results of 
reliability models.  The old, reactive, planning paradigm can no longer meet the service requirements 
of SPP’s stakeholders and customers.  
 
Today, a more pro-active approach is required.  To be sure, system models are important in framing 
the results and presenting preliminary planning options, but they represent only tools that must be 
used in conjunction with independent, and forward-looking, analyses.  All viewpoints and interests 
must be considered and planning decisions must ultimately be accountable to local, state and regional, 
national and even international perspectives.   
 
There are clearly identified differences even within the ISO/RTO Council (“IRC”), in how they tackle the 
difficult issues associated with transmission planning and cost allocation.   Within the SPP RTO, 
however, there are historical legacies that, for better or worse, have shaped both planning and cost 
allocation decisions.  For many years, the planning and construction of transmission upgrades was 
based almost exclusively on the reliability considerations/standards – i.e., NERC, SPP, and local 
Transmission Owner criteria. While the costs of the upgrades were significant, the requirement that 
these upgrades be undertaken was seldom questioned. 
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In moving forward with new approaches to cost allocation, consideration was first given to the benefits 
of a Balanced Portfolio of projects, using an Adjusted Production Cost methodology. Today, as SPP is 
involved in the development of the ITP and Priority Projects, the areas being considered for benefits 
have grown.  In fact, SPP has created a very active Economic Studies Working Group (“ESWG”) and a 
subgroup of the ESWG, i.e., the Benefits Assessment Techniques Task Force (“BATTF”). Benefits now 
being considered include environmental impacts, reliability impacts, impacts on losses, local economic 
impacts, and deliverability of capacity and energy to load. 
 
 SPP must continue to put every analysis and every approved project or groups of projects into 
perspective, as with each analysis the benefits and costs will change.  It is much easier to focus on the 
analysis that is available than to grasp some future analysis or the future itself. A significant advantage 
of the ITP is that, when completed, there will be near-term (4-year), mid-term (10-year) and long-term 
(20-year) assessments upon which SPP can rely to evaluate the B/C.  This, in turn, will aid in ensuring 
the unintended consequences provisions of the Tariff are met.  The ultimate goal is to develop, to the 
extent reasonably practical, a demonstrable correlation between the actual allocation of costs and the 
benefits received. 
 
In short, the goals outlined in the Report will not be met under existing planning and allocation 
principles.3  Tomorrow’s grid must be economically efficient for future markets and operations. The 
transmission grid should not serve to merely support integrated resource planning, it must be a part of 
integrated resource planning.  Models that are incapable of accounting for extreme events, such as the 
weather and wind events recently experienced within SPP, or fail to consider corridor fatigue and 
environmental issues, must give way to more efficient and accurate technology.  As an RTO, we have 
historically relegated those issues to the regulated utilities and their state regulators.  We cannot 
continue to do so.  
 

Conclusion 
 
SPP submits that efficient transmission growth is impeded by existing planning and allocation 
processes.  The proposed Highway-Byway methodology will serve to promote new transmission 
construction by assigning cost responsibility in an equitable and economically-rational manner.  
Empirical data, summarized in this memorandum, therefore supports (i) the allocation of the full cost 
of 300 kV (or higher) facilities to the regional rate; (ii) a one-third regional/two-thirds zonal allocation 
for the cost of 100kV – 299 kV upgrades; and (iii) a 100% zonal allocation for upgrades less than 100 kV.      
 

 

   
 
 

                                                 
3
  As explained in this memo, SPP will seek approval for the Highway-Byway Cost Allocation proposal prior to filing 

the new proposed ITP process.  In this way, deliberations on the Priority Projects can proceed and will, if approved, be 
subject to the Highway-Byway methodology. 


