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Q. Please state your name, position and business address. 

A.  My name is L. Patrick Bourne.  My position is Director, Transmission Policy at 

Southwest Power Pool, Inc. (“SPP”).  My business address is Southwest Power 

Pool, Inc., 415 North McKinley, Suite 140, Plaza West Building, Little Rock, 

Arkansas, 72205-3020. 

 

Q. What are your duties and responsibilities in your current position? 

A.  As Director, Transmission Policy I assist the Senior Vice President, Engineering 

and Regulatory Policy and the SPP management team in addressing the ongoing 

and strategic transmission policy issues. This role requires me to have broad and 

detailed experience and knowledge of SPP history, governing documents, 

stakeholders and the national and pertinent state transmission policy directions 

and issues and how these apply within the SPP culture and organization. I provide 

federal and state transmission policy support as necessary for stakeholders and 

other SPP departments and assist the coordination of policy issues between and 

within other departments to ensure regulatory compliance. I also provide support 

for associated SPP and North American Electric Reliability Corporation technical 

subcommittees and working groups. 

 

My primary responsibilities include leading and assisting internal, external or 

combined groups to address and resolve transmission policy issues.  I also assess 

areas of needed change and/or improvement leading to the resolution of issues 
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and monitor administration of SPP’s governing documents to ensure compliance 

with requirements and obligations of the SPP Open Access Transmission Tariff 

(“SPP Tariff”).  In addition, I support the various organizational groups of SPP, 

specifically the Regional Tariff Working Group and the Market Operations Policy 

Committee.  As Director, Transmission Policy, I develop needed strategic 

whitepapers and guidance to benefit other members of the SPP management team 

or the SPP membership.  I represent SPP on specified transmission policy related 

research and development groups and maintain a working knowledge of the 

approaches, issues, filings and outcomes of other Transmission Providers, as well 

as members.  I also communicate frequently with senior management regarding 

organizational vision, strengths, weaknesses, and progress towards SPP strategy 

and goals as well as provide assistance to other departments and employees, as 

needed. 

 

Q.  Please describe your educational and professional qualifications. 

A.   I received a Bachelor of Science degree in electrical engineering from the 

University of Arkansas in 1968.  I have attended postgraduate courses in electrical 

engineering at Lamar University.  I have 42 years of experience in the electric 

utility industry.   

 

I worked for Entergy Gulf States Utilities Company for 25 years, with progressive 

assignments in:  transmission design; transmission and distribution operations; 
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transmission planning; system planning; generation maintenance; and 

transmission and wholesale power contracting.  My various assignments included 

positions as Director of Transmission Planning and Technical Consultant - Power 

Interconnections.  These assignments included responsibilities in the area of inter-

company, regional, and interregional activities.  Subsequent to the merger of Gulf 

States Utilities and the Entergy Corporation, I worked for Entergy as the 

Technical Consultant - Transmission Policy for approximately three years.  I have 

been employed by SPP for thirteen years with progressive assignments in the area 

of transmission policy.   

 

I am a Registered Professional Engineer in the State of Texas and have attended a 

number of advanced technical and management courses. 

 

 Q. Please give a summary of the purpose, history and function of SPP. 

A. Exhibit LPB-STIP-1 provides a summary of the purpose, history and function of 

SPP.  In addition, a copy of the PowerPoint presentation provided to New Mexico 

Public Regulation Commission (“Commission”) Utility Division Staff (“Staff”) 

by SPP on September 1, 2010, is attached as Exhibit LPB-STIP-2. 
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Q. Please provide an explanation of Network Integration Transmission Service. 

A. Network Integration Transmission Service is a load-based form of transmission 

service as promulgated under Federal Energy Regulatory Commission (“FERC”) 

Order Nos. 888 and 890 and is provided primarily under Part III of the SPP Tariff, 

as well as other associated provisions and attachments.  In Order No. 888, FERC 

explained that Network Integration Transmission Service permits the network 

service customer “to fully integrate load and resources on an instantaneous basis 

in a manner similar to the transmission owner's integration of its own load and 

resources.”1  Network Integration Transmission Service allows the aggregation of 

a customer’s load responsibilities and provides firm transmission service to these 

loads from all of the customer’s designated resources.  This service is not limited 

to a specifically reserved amount, but will provide for the actual requirements of a 

customer’s designated load and the growth of that load.  Under SPP Network 

Integration Transmission Service, service is potentially available to Lea County 

Electric Cooperative, Inc. (“LCEC”) across the entire SPP transmission system.  

The cost for Network Integration Transmission Service is a load ratio share of the 

Annual Revenue Requirements for the SPP transmission facilities comprising the 

transmission system of the pricing zone in which the customer load is located.  

 

 
1 Promoting Wholesale Competition Through Open Access Non-Discriminatory Transmission 
Services by Public Utilities; Recovery of Stranded Costs by Public Utilities and Transmitting 
Utilities, Order No. 888, 75 FERC 61,080 (1996) at P 65. 

4 
 



NMPRC Case No. 10-00143-UT 
Direct Testimony Supporting Uncontested Stipulation 

of 
L. Patrick Bourne 

 
1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

A second form of service, Point-To-Point Transmission Service is available under 

the SPP Tariff.  In contrast to Network Integration Transmission Service, Point-

to-Point Transmission service must be reserved in advance for the specific 

capacity amount required and from a specific resource to a specific load.  For a 

customer such as LCEC Point-to-Point Transmission Service is less flexible and 

more expensive than Network Integration Transmission Service.  

 

Currently Southwestern Public Service Company (“SPS”) has arranged for SPP 

Network Integration Transmission Service to LCEC.  Under this arrangement, 

SPS is the customer of record under the SPP Network Integration Transmission 

Service Agreement.  Accordingly, SPS is the SPP customer and interacts with 

SPP on behalf of LCEC, performing all of the functions required of the customer.   

  

Q. Please give an overview of the benefits of SPP membership as a Transmission 

Owner under the SPP Tariff, both generally and specifically to LCEC, given 

LCEC’s circumstances. 

A.  SPP members benefit from the administration of transmission services including 

generation interconnection service on the member’s system, market participation, 

reserve sharing for member resources, and application of the SPP transmission 

planning and expansion process to the member’s system.  Of particular interest to 

LCEC would be the prospect of revenue distributions available under the SPP 
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Tariff to meet the revenue requirement of the facilities placed under the SPP 

Tariff. 

 

 Currently LCEC does not have any voting rights and is not able to directly 

participate as a stakeholder in any of the committees or working groups.  

However, as a member, SPS does have those membership privileges.  LCEC 

would be able to represent its own interests by having voting rights and directly 

participating as a stakeholder in the committees and working groups once it is an 

SPP member. 

 

Membership enhances the opportunity for additional revenues for LCEC because 

SPP will include in the SPP Tariff rates, the Annual Transmission Revenue 

Requirements for those LCEC facilities that (1) satisfy the criteria of Attachment 

AI of the SPP Tariff and (2) have been transferred to SPP’s functional control.  

The SPP Tariff rates will be designed and administered so as to recover the full 

cost of service for LCEC facilities to the greatest extent practicable associated 

with the provision of transmission service under the SPP Tariff.  Absent LCEC 

membership in SPP as a Transmission Owner making its facilities available as 

part of the SPP footprint, SPP does not consider that it is making any use of the 

LCEC facilities and will not compensate LCEC for the cost of its facilities. 
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The availability of SPP Network Integration Transmission Service is neither 

dependent upon nor related to a transmission customer’s membership in SPP.  

Accordingly, membership in SPP by LCEC has no effect on the quantity or 

quality of Network Integration Transmission Service provided.  The SPP Network 

Integration Transmission Service is available to LCEC directly or through SPS 

independent of membership in SPP by LCEC. SPP membership as a Transmission 

Owner would benefit LCEC as a transmission owner because the cost of some of 

LCEC’s transmission facilities would be included in SPP rates that are paid in 

part by other customers.  In this circumstance, LCEC would receive revenue 

distributions from SPP. However, this benefit is contingent upon SPP membership 

as a Transmission Owner and is not available to non-member transmission 

customers. 

 

Q. Please give a comparison of services provided to SPS and those provided to 

LCEC. 

A. SPP currently provides network service to SPS and LCEC through SPS.  Both 

receive the same scope and quality of service, however, the interaction with the 

customer in both instances is with SPS.   

 

With regard to transmission facilities SPP currently takes no responsibility for the 

transmission facilities of LCEC with regard to cost, provision of service or 

transmission planning, because LCEC is not a member.  However, with regard to 
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transmission facilities owned by SPS, SPP administers service and applies 

charges and rates with the purpose of meeting SPS’s revenue requirement.  SPP 

also provides SPS with studies for the interconnection to and use of the SPS 

system and SPP is responsible for the planning and expansion of the SPS system.  

SPP has none of these responsibilities for LCEC’s facilities unless it joins SPP as 

a Transmission Owner under the SPP Tariff. 

 

Q. What is the purpose of your Direct Testimony in this proceeding? 

A. My testimony supports the Uncontested Stipulation (“Stipulation”) filed on 

October 1, 2010, with the Commission among LCEC; the Commission Staff; and 

SPP (collectively, the “Stipulating Parties”).  The Stipulation is attached to my 

testimony as Exhibit LPB-STIP-3.   

  

The Stipulation resolves all issues related to the petition of LCEC to transfer 

certain transmission assets under the SPP Tariff.  Specifically, my testimony will 

offer support and testimony on SPP’s behalf that the Stipulation is a just and 

reasonable resolution of the issues in this case, and that the Commission approval 

of the Stipulation is in the public interest.   

 

Q. SPP is a Signatory to the Stipulation.  Is that correct? 

A. Yes. 
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Q. The Stipulation is signed by Leslie Dillahunty.  Who is that? 

A. Leslie Dillahunty is SPP’s Senior Vice President, Engineering and Regulatory 

Policy.  As an officer of the corporation, Mr. Dillahunty is the appropriate 

signatory on behalf of SPP.  I report directly to Mr. Dillahunty. 

 

Q. Please identify Exhibit LPB-STIP-3. 

A. Exhibit LPB-STIP-3 is a copy of the Stipulation among the Stipulating Parties. 

 

Q. Were you directly involved in the negotiations that resulted in the 

agreements and commitments set forth in the Stipulation? 

A. Yes.  The commitments made by SPP in the Stipulation are the same 

commitments made in the stipulation among, SPP, SPS, Commission Staff and 

others (“the SPS Stipulation”) in New Mexico Public Regulation Commission 

Case No. 07-00390-UT, filed and dated as of September 17, 2009 and approved 

by the Commission on February 2, 2010. 

 

Q. Section 14 of the Stipulation is entitled “SPP’s Assurance of Intervention, 

Cooperation and Responsiveness”.  Can you please explain the purpose of 

this section? 

A. Yes.  In an effort to address the Commission Staff’s concern related to LCEC’s 

membership in SPP and request to transfer certain transmission assets of LCEC to 

SPP’s control under the SPP Tariff and Membership Agreement, SPP prepared 
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language for inclusion in the Stipulation to assure the Commission and its Staff of 

SPP’s commitment to responsiveness and cooperation with the Commission and 

its Staff in dealing with issues under the jurisdiction of the Commission.  In the 

settlement negotiation process, SPP, Staff and other parties agreed to the 

provisions in Section 14 of the Stipulation. 

 

Q. Does the Stipulation address and resolve all issues in this case related to 

LCEC’s participation in SPP? 

A. Yes.  I believe this Stipulation represents a just and reasonable disposition of all 

issues in this case, specifically those that I have been involved with regarding 

SPP’s role, responsibilities and obligations, and is consistent with the public 

interest.  Through the agreements and commitments made by the Stipulating 

Parties, the Stipulation (1) fully disposes of the Commission’s inquiries regarding 

LCEC’s participation in SPP and (2) provides the terms and conditions that 

provide the basis for Commission approval of the transfer of certain of LCEC’s 

transmission assets to the SPP Tariff. 

 

Q. In your opinion, is the Stipulation a fair, just, and reasonable resolution to 

the issues raised in this case and is approval by the Commission in the public 

interest? 

A. Yes.  The Stipulation is similar to the terms and conditions in the SPS Stipulation 

and while there are differences between the SPS Stipulation and this Stipulation, 
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SPP is agreeing to the same terms and making the same commitments as those it 

agreed to in the SPS Stipulation, because the terms are fair, just, and reasonable.   

 

Q.  Is Exhibit LPB-STIP-3 a true and correct copy of the Stipulation?   

A.  Yes. 

 

Q.  Does this conclude your direct testimony supporting the Stipulation? 

A.  Yes. 
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Dated this 1st day of October, 2010. 

 

      KANTER & GRUBESIC, P.A. 

    
            
      John T.L. Grubesic  
      P. O. Box 25483 
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      (505) 247-1541 
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A. ORGANIZATION OVERVIEW 

Southwest Power Pool, Inc. (”SPP” or the “Organization”) is a not-for-profit membership organization 
that serves as a Regional Transmission Organization (“RTO”) mandated by the Federal Energy 
Regulatory Commission (“FERC”) to ensure reliable supplies of power, adequate transmission 
infrastructure, and operate competitive wholesale electricity markets in all or parts of nine U.S. states: 
Arkansas, Kansas, Louisiana, Mississippi, Missouri, Nebraska, New Mexico, Oklahoma and Texas. 

Headquartered in Little Rock, Arkansas, the Organization consists of 60 members that serve more than 
6.2 million households, cover a geographic region of 370,000 square miles with approximately 66,175 
megawatts of generating capacity and 50,575 miles of transmission lines. As further described herein, 
Members of SPP comprise 14 investor-owned utilities, 11 generation and transmission cooperatives, nine 
municipal systems, four state agencies, four independent transmission companies, seven independent 
power producers/wholesale generation companies and 10 power marketers. SPP also contracts with 
Entergy Services, Inc., Louisville Gas and Electric Company/Kentucky Utilities Company, and Ohio 
Valley Electric Corporation. SPP provides a variety of services to each of these entities.   

SPP does not own electric generation or transmission infrastructure. In compliance with state, regional 
and federal standards, SPP independently monitors the wholesale electric grid within its region, 24 hours 
a day, 365 days a year to ensure electric reliability and coordinate regional response to emergencies.  

SPP works with its members to determine what new transmission infrastructure is needed in the short- 
and long-term to maintain electric reliability and provide economic benefit. Among other expansion 
projects, in 2010 the SPP Board of Directors approved for construction $1.14 billion of "priority" high 
voltage electric transmission projects estimated to bring at least $3.7 billion in quantitative and qualitative 
benefits to the SPP region over 40 years. The projects will improve the regional electric grid by reducing 
congestion on the power lines, better integrating SPP’s east and west regions, improving SPP members’ 
ability to deliver power to customers, and facilitating the addition of new renewable and non-renewable 
generation to the electric grid. 

As further described herein, SPP facilitates a wholesale energy market in which competing generators and 
suppliers offer electricity to customers. SPP monitors the balance of supply and demand, and ensures that 
the least expensive power is used to serve load as long as reliability is met. In 2009, SPP’s wholesale 
energy market transactions totaled $1.14 billion. SPP is developing new energy markets expected to 
generate an additional $100 million in average net savings per year1 for the SPP footprint after the 
markets are implemented in 2014.   

SPP also facilitates a transmission market in which participants buy and sell the use of regional 
transmission lines that are owned by different parties, with transactions totaling $486 million in 2009. 
SPP operates this market in compliance with its FERC-approved Open Access Transmission Tariff 
(“Tariff”), which regulates use of the transmission grid and contains consistent rates, terms, and 
conditions for all transactions. SPP collects and returns revenue for these transactions to transmission 
owners.  

 

 
1 Southwest Power Pool Cost Benefit Study for Future Market Design, April 9, 2009, Ventyx (SPP.org>Market Info>Market Reports> Cost Benefit Study for Future Market Design: April 2009) 
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SPP serves as a Regional Entity (“RE”) of the North American Electric Reliability Corporation 
(“NERC”). The SPP RE is responsible for ensuring that users, owners, and operators of the bulk 
transmission system comply with NERC reliability standards. The SPP RE is authorized to levy financial 
sanctions for failure to comply with such standards.   

Operational Structure 

As an RTO, SPP operates independently from transmission owners, power generators, power marketers, 
electric distributors, and end-users, thereby assuring that SPP complies with its regulatory mandate to 
provide non-discriminatory transmission service and markets to all transmission customers and market 
participants. SPP’s revenue is derived through Tariff fees and member assessments in an amount 
sufficient to cover operating costs, capital expenditures, financing, and debt service costs. The Tariff is 
subject to regulatory approval by FERC and sets forth terms and conditions under which SPP provides 
transmission services to its customers, establishes procedures to interconnect new generation resources 
with the transmission grid, establishes an Open Access Same-Time Information System (“OASIS”) to 
provide publicly available electronic information concerning the transmission system, and establishes 
terms and conditions by which SPP provides and charges for ancillary services. Tariff and member 
assessment rates are established by the SPP Board of Directors based on budgeted cash expenditures and 
estimated load within SPP’s member systems.   

In essence, SPP is a “pass-through” entity seeking to provide maximum service to members and 
customers at a minimum cost. Members pay an annual membership fee and are assessed for costs on a 
monthly basis according to a pro-rata formula in SPP’s Bylaws. If a member fails to fulfill its obligation 
to meet any SPP invoice, provisions in the Bylaws allow the defaulted cost to be included in future Tariff 
and member assessment rates, such that SPP remains solvent.   

SPP Members are free to end their membership in SPP with no less than one year’s notice subject to 
receiving necessary federal and state regulatory approvals, but the SPP Bylaws and SPP Membership 
Agreement provide that they are still responsible for any liabilities incurred during the period of their 
membership 

B. HISTORY 

SPP was formed in 1941 when 11 regional electric 
utilities pooled their power to operate a defense plant 
during World War II. The Organization was 
maintained post-war as a voluntary organization to 
facilitate bulk electric system coordination among 
members. The electric power industry continued to 
grow increasingly interdependent, and SPP recognized 
the growing importance of maintaining a balance 
between maintaining electric reliability (security and 
adequacy) and encouraging competition. SPP 
continued to take progressive incremental steps to meet 
the growing regionalization of electricity supply. 

In 1968, because of concerns raised by the Northeast 
blackout of 1965, SPP became a founding member of 
what is now NERC. Between 1968 and 2001, SPP 
expanded its services to members to include 
particularly, without limitation, a telecommunications 
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network, reserve energy sharing, reliability coordination for the footprint, Tariff administration, regional 
scheduling of transmission service, and a wholesale energy market. 

SPP incorporated as an Arkansas not-for-profit organization in 1994. In 2004, FERC granted the 
Organization RTO status, and in 2007 SPP became a RE under NERC.  

C. SERVICES  

Compliance Enforcement and Standards Setting: The SPP RE ensures that users, owners, and 
operators of the bulk transmission system within the SPP region comply with NERC reliability standards. 
The SPP RE also creates regional reliability standards with input from those users, owners, and operators. 
The SPP RE is authorized to levy financial sanctions for failure to comply with FERC-approved NERC 
and SPP reliability standards. 

Facilitation: Over 350 stakeholders are involved in SPP’s organizational structure of committees, 
working groups, and ad hoc task forces. Any and all opinions of the stakeholders are considered in 
organizational group meetings. The rosters for SPP’s organizational groups match the diversity of the 
membership, requiring representatives from across the footprint and recognizing different member types 
and sizes.  

Market Operations: In the Energy Imbalance Service (“EIS”) market, participants buy and sell 
wholesale electricity in real-time. When a utility requires more energy than it scheduled, the market 
provides the utility another option to buy the "extra" energy at real-time prices to meet its demand. This 
market helps ensure the most economic generating resources are used to maintain system reliability. SPP's 
2009 wholesale market transactions totaled $1.14 billion.  

 

 

Regional Scheduling: SPP ensures that the amount of power sent over the transmission grid is 
coordinated and matched with power received. When an entity reserves transmission service, it is like 
buying an airline ticket, it reserves a seat on the plane. When an entity reserves transmission service, it is 
reserving capacity on the transmission line. The customer specifies the desired priority, time frame, 
source (origination), sink (destination), and capacity. If there is sufficient capacity on the transmission 
line, the SPP tariff administrator will approve the request for transmission service.  

After the entity buys or sells the transmission, a “NERC Tag” is generated. The tag is similar to a 
boarding pass. The tariff administrator will not approve the tag if it is improperly reserved. Then a 
schedule is created from the tag. Having the schedule approved is like sitting on the plane. All parties 
have fulfilled their part of the contract. Once the schedule is approved, generators begin to move to 
provide energy for the transaction. This scheduling service includes SPP’s validation of the use of the 
SPP tariff as well as determination of the schedule responsibility of the SPP members. 



 
 

                                                                                         Southwest Power Pool, Inc. 
 

4 
 

Reliability Coordination: SPP’s reliability coordinators monitor the wholesale electric grid, similar to 
how air traffic controllers monitor airspace. Even though SPP doesn’t own the electric transmission grid; 
SPP monitors the wholesale grid 24x7, looking for congestion on the lines or major interruptions and 
taking action to correct the problem. The Organization’s computer models update with tens of thousands 
of data points per second to monitor the health of the grid, such as lines in service, generators operating, 
and voltage levels. The models constantly run “what if” scenarios to ensure the grid is always able to 
withstand the next worse contingency. (SPP doesn’t monitor the lower-voltage distribution lines that are 
owned by the utilities and that go to homes and businesses.) SPP’s reliability coordinators follow rigorous 
rules and regulations contained in over 1,300 pages of reliability standards. 

Tariff Administration: SPP provides "one stop shopping" for use of the region's transmission lines, 
which are owned by different companies that “rent” use of the lines to various entities. Sending power 
from a generator to customers may require the use of lines owned 
by multiple parties that each impose a fee. SPP simplifies the 
transmission service process by handling each request from 
beginning to end under a single set of rules and rates. Customers 
make just one transmission service reservation rather than having 
to contact multiple parties to request service under differing rules 
and rates. SPP collects and returns revenues for these transactions 
to transmission owners. SPP is independent in that it doesn’t favor 
one utility or another when processing transmission requests. 

 
SPP’s tariff regulates use of the transmission grid. The tariff is approved by FERC and has consistent 
rates, terms, and conditions for all transactions.  In offering and 
administering transmission service, SPP proposes pricing and 
modifications to tariff rates to FERC on behalf of its members. 
The tariff rates are designed to recover full cost of service. 
Additionally, SPP provides ancillary services as required by 
FERC, including making available to its members detailed 
scheduling protocols and service procedures related to the tariff.  

During 2009, transactions between participants in the 
transmission services market totaled $486 million. SPP processes 
over 12,000 transmission service requests per month.  

Training: SPP offers continuing education for operations personnel at SPP and its members throughout 
the region. In 2009, the SPP training program awarded ~17,000 continuing education hours to 444 
operators from 30 member organizations. The training program conducts regional black start drills, in 
which SPP simulates the entire region going dark. Member operators can log in from their offices or on 
site at SPP and practice bringing the grid back online. The Organization offers a number of other training 
classes that help its members’ operators maintain their NERC certifications. 

Transmission expansion planning: One of SPP’s responsibilities is to create regional transmission 
expansion plans. SPP doesn’t build transmission, though its tariff contains rules that govern transmission 
construction by members. SPP works with its members to create planning models and studies to 
determine what new transmission will be needed to maintain reliability and provide economic benefit into 
the future. SPP's transmission planning processes seek to identify system limitations, develop 
transmission upgrade plans, and track project progress to ensure timely completion of system 
reinforcements. Rather than looking at the needs of just one member, SPP assesses needs from a larger, 
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regional perspective, to try to determine what new transmission infrastructure would provide the most 
benefit to the most members.  

In 2009, SPP’s members completed 98 transmission expansion projects which cost approximately $259 
million. Additionally, the SPP Board of Directors approved a balanced portfolio of projects projected to 
cost over $700 million and are expected to be completed in the 2012-2015 timeframe. In 2010, along with 
other electric transmission projects, the SPP Board of Directors approved for construction a group of six 
Priority Projects that will cost approximately $1.14 billion to construct and are estimated to bring 
quantitative and qualitative benefits of at least $3.7 billion to the SPP region over 40 years. Quantitative 
benefits were determined based on Priority Projects’ impact on: SPP members’ sales, revenues, and costs 
related to grid congestion; efficient use of the transmission system; gas prices as related to support of 
renewable wind energy; and previously-identified projects needed to maintain electric reliability that may 
be advanced, deferred, or added. Qualitative benefits were based on the economic output (jobs, goods and 
services, new taxes paid by project owners, etc.) from the projects’ construction and operation, and the 
operation of an additional 3,200,000 kilowatts of wind energy that will be facilitated by construction of 
Priority Projects. The projects are expected to be completed between 2013 and 2014. 

In 2010 FERC approved SPP’s new “highway/byway” method of sharing costs for new electric 
transmission in the SPP region. Costs will be assigned to electric utilities across the SPP footprint based 
on their historic use of the region’s transmission system. Costs will be assigned more directly to the utility 
in whose service territory (zone) the project is located and that will receive the most benefit from the 
project. 

Also in 2010, FERC approved SPP’s new Integrated Transmission Planning (“ITP”) process that will 
bring together several existing planning processes, allowing SPP to optimize the design of the 
transmission grid for improved reliability and economic benefit. The ITP is an iterative three-year process 
that includes 20-Year, 10-Year, and near-term assessments. The process will begin by evaluating the high 
voltage transmission needed 20 years out to meet load growth and other future scenarios and potential 
developments. The 10-year assessment will evaluate lower-voltage solutions for meeting needs over the 
next decade, and will analyze whether projects identified in the 20-year assessment need to be initiated 
earlier. The annual near-term assessment includes local planning needs and primarily focuses on 
transmission needed to keep the lights on in the next few years. 

Contract Services: SPP provides various services to non-members on a contract basis.  Specifically, SPP 
provides: (i) reliability coordination, tariff administration, and scheduling for Entergy Services, Inc.; (ii) 
tariff administration and transmission service scheduling to Louisville Gas and Electric/Kentucky 
Utilities; and (iii) available transmission capacity services to Ohio Valley Electric Corporation. 

Responsibilities of SPP to Transmission Owners:  SPP administers transmission service and receives 
and distributes revenues to members while guaranteeing best efforts to avoid damage to members’ tariff 
facilities and other property affected by SPP’s activities.  SPP endeavors to maximize transmission 
service revenue within reliability limits and distributes that revenue to its members accordingly.   

Additional Obligations of SPP: SPP grants each member organization access to its books and records as 
necessary to verify compliance by SPP with the membership agreement. SPP also complies with the 
reporting requirements of federal and state regulatory authorities subject to standards of conduct as 
established by the FERC. 

D. MAJOR INITIATIVES  

The 2010 SPP Strategic Plan outlines three major initiatives:  Develop Efficient Market Processes, Build 
a Robust Transmission System, and Create Member Value. SPP is also building new operations and 
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administrative office facilities. 

Develop Efficient Market Processes: SPP is 
implementing new electricity markets to provide 
additional regional benefits to its members. These 
markets will allow SPP’s customers to take better 
advantage of the region’s diverse generating 
resources, including coal, natural gas, hydro, 
wind, and nuclear. A 2009 study estimated that 
implementing new markets would generate an 
additional $100 million in net savings per year for 
participants within the SPP footprint. 

The Day Ahead energy market will determine 
which generating units should run the next day 
for maximum cost-effectiveness, based on 
resources available for the region. Regional commitment of generation (rather than individual utilities 
committing their own generation) will reduce overall costs for the footprint and will be responsible for 
most of the projected annual benefits. 

Congestion on the transmission grid can impact market decisions and prices. Congestion occurs when the 
desired amount of electricity is unable to flow due to limitations on the physical transmission system, 
such as generator outages or storm damage. Congestion impairs the ability to use least-cost electricity to 
meet demand. 

For generation owners to allow their resources to be optimized for the region rather than their own needs, 
they need assurance they will be protected from the cost impacts of market decisions. Protection against 
congestion costs is needed to provide that assurance. SPP’s market will include a financial instrument that 
functions as an “insurance policy” and reimburses market participants if they incur congestion costs. The 
congestion credit or charge will be based on price differences between locations on the grid. As energy 
prices diverge because of congestion, the financial instrument adjusts by an equal amount to provide 
offsetting value to the holder. 

The operating reserves market will improve balancing of generation and demand across the region. 
Participants will be able to buy and sell reserve electricity that is used to meet emergency needs and 
regulate demand changes. The market will also facilitate the integration of renewable resources. 
Renewable generation sources such as wind and solar are highly variable.  Grid operators cannot predict 
exactly when the wind will blow or the sun will shine. If renewable generation suddenly increases or 
decreases, other sources of generation must quickly ramp up or back down to keep an uninterrupted 
power flow.  

For SPP’s Day Ahead energy markets to work, it is necessary for all participants to be part of the same 
balancing authority (“BA”). BAs ensure that at every moment in time, and in plans for future times, there 
is sufficient generation to reliably supply electricity. SPP is combining numerous BAs and will serve as 
the consolidated balancing authority (“CBA”) for the entire market footprint. As the CBA, SPP will 
balance supply and demand for the region, maintain frequency, and maintain electricity flows between 
adjacent BAs. The CBA must meet numerous NERC standards and criteria.  

Build a Robust Transmission System:  Historically, the transmission system was designed primarily to 
serve local systems. The location of generation drove the majority of investment in transmission. 
Historical planning involved trade-offs between generation and transmission within a service area, and 
generally involved transmission needs assessments to minimally meet reliability objectives on a utility-
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by-utility basis. Limitations in transmission system capacities have significantly constrained the optimal 
utilization of the region’s capital-intensive generation assets. 

SPP, through its markets, will be able to deliver increased value to members by facilitating the 
implementation of and managing a robust transmission system flexible enough to reliably accommodate 
any number of future scenarios. Transmission must become an enabling asset. Grid expansion will be 
required to add additional renewable and non-renewable resources into the generation mix. A robust 
system is one that contains an optimal mix of “highways” (300 kV+) and “byways” (below 300 kV) and 
minimizes future transmission constraints without over-investing in transmission capacity. This will 
create immense new value for SPP members and end-users in the SPP region. 

New Facilities:  SPP is constructing a campus that will allow consolidation of existing operations into a 
single location.  The facilities will consist of a hardened operations/data center where SPP will perform its 
critical 24 hour a day, 365 days a year operations functions and a four-story office building where all 
other staff will work. The facilities are being designed to meet SPP’s specific need, and to accommodate 
expected growth as SPP implements new energy markets.   

E. MEMBERS 

SPP membership comprises investor-owned companies, municipalities, cooperatives, marketers, state 
agencies, and independent power producers and transmission companies; these 60 members drive SPP’s 
decisions, in that SPP’s primary function is to achieve consistent, economic service on their behalf.   

 

SPP MEMBER BREAKDOWN 

 

Independent Power 
Producers / 
Wholesale 
Generation

7

Independent 
Transmission 

Companies
 4

State Agencies
4

Municipals
9

Cooperatives
12

Investor-Owned
14

Marketers
10

 
 

SPP’s revenue is derived through tariff fees and member assessments in an amount just sufficient to cover 
operating costs, financing and debt service costs. The tariff is subject to regulatory approval by the FERC.  
Tariff and member assessment rates are established by the SPP Board of Directors based upon budgeted 
cash expenditures and estimated load within SPP’s member systems. In essence, SPP is a “pass-through” 
entity seeking to provide maximum service to members and customers at a minimum cost.  Members pay 
an annual membership fee and are assessed for costs on a monthly basis according to a pro-rata formula 
laid out in SPP’s bylaws. 
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SPP’s most recent membership expansion occurred in 2009 when Nebraska Public Power District, 
Lincoln Electric System, and Omaha Public Power District completed their transition to membership in 
SPP. With this addition, the Organization now serves as the reliability coordinator for these entities, and 
is responsible for maintaining reliable operation of the bulk electric grid in those service areas. With the 
addition of these organizations, SPP’s reliability coordinator geographic footprint expanded by 30%, 
including a 16% increase in the miles of transmission lines. This expansion enhances grid operations and 
reliability coordination throughout the mid-section of the country, added more diversity to SPP’s 
generation mix, and broadened its regional energy marketplace. 

F. OBLIGATIONS OF MEMBERS 

In entering into a membership agreement with SPP, an organization commits to certain obligations with 
respect to its relationship with SPP. These obligations include: 

 Redispatch and Curtailment – each member must follow SPP’s directions as reliability 
coordinator and curtail use of the transmission system when requested including redispatching 
generation or, ultimately, curtailing load if system reliability is impacted; 

 Transmission and Generation Maintenance Practices – each member must maintain its tariff 
facilities in accordance with Good Utility Practice; 

 Transmission and Generation Operation Practices – each member must operate their tariff 
facilities in accordance with NERC standards, SPP criteria, and Good Utility Practice; 

 Construction – each member must construct transmission facilities as directed by SPP, for 
which the member will be fully compensated to the extent permitted by FERC;  

 Use of Distribution Facilities – each member is required to provide service over its distribution 
facilities as deemed necessary by SPP to effect transmission transactions; 

 Providing Information – each member must provide information deemed necessary by SPP for 
planning and operational purposes; 

 Facilities Access – each member must allow SPP access to its tariff facilities as necessary for 
SPP to perform its obligations; 

 Inspection and Auditing Procedures – each member must grant SPP access to its books and 
records under reasonable conditions; 

 Compliance with SPP bylaws – each SPP member must comply with and abide by the 
provisions of SPP’s bylaws; 

 Planning and Participation – each member may participate in regional joint planning and 
coordinated operation of the transmission system; and 

 Pricing – certain members have the right to file with FERC to change the rates or rate structure 
for transmission service over its facilities, with some restrictions. 

In addition to the obligations detailed above, significant obligations exist with respect to a member’s 
decision to withdraw from SPP, such that the member must provide at least 12 months’ notice of its 
withdrawal intention to SPP.  Any member who chooses to withdraw must continue to provide all service 
contracted to transmission users prior to withdrawal at the same rates, terms and conditions.  Importantly, 
all financial obligations incurred and payments applicable to time periods prior to the effective date of 
withdrawal, including all costs and expenses, must be honored by the member. If a member is unable to 
meet its financial obligations to SPP due to bankruptcy, the costs not met by the member are treated as 
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expenses by SPP and assessed to the rest of the membership.   

G. REGULATORY ENVIRONMENT 

North American Electric Reliability Corporation  

SPP was a founding member of NERC, which was formed in 1968 to promote the reliability of the North 
American electricity supply, largely in response to a blackout in 1965 that left millions of people without 
power. NERC’s mission is to ensure the reliability of the North American bulk power system by 
developing and enforcing reliability standards; assessing reliability annually via 10-year and seasonal 
forecasts; monitoring the bulk power system; and educating, training, and certifying industry personnel. 
NERC is a self-regulatory organization, subject to oversight by FERC and governmental authorities in 
Canada. 

NERC works with eight Regional Entities to improve the reliability of the bulk power system. The SPP 
RE is an independent and functionally separate division of SPP, and was created to fulfill the duties 
specified in the FERC-approved Regional Entity Delegation Agreement between SPP and NERC. The 
SPP RE promotes and works to improve the reliability of the regional bulk power system. Specifically, 
the SPP RE is responsible for overseeing development of regional reliability standards; monitoring and 
enforcing entity compliance with standards; assessing and evaluating the reliability of the bulk power 
system; and providing technical expertise and assistance to the owners, operators and users of the bulk 
power system. The SPP RE is authorized to levy financial sanctions on registered entities for failure to 
comply with FERC-approved NERC and SPP Reliability standards. The SPP RE’s authority comes from 
the FERC-approved Regional Entity Delegation Agreement. 

 
 

NERC REGIONAL ENTITIES 

 

RFC: Reliability First Corporation 

TRE:  Texas Regional Entity 

FRCC: Florida Reliability Coordinating 
Council 

MRO:  Midwest Reliability Organization 

NPCC: Northeast Power Coordinating Council 

SERC: Southeastern Electric Reliability  
Council  

SPP: Southwest Power Pool 

WECC: Western Electric Coordinating 
Council 
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Federal Energy Regulatory Commission  

FERC is an independent agency that regulates the interstate transmission of electricity, natural gas, and 
oil. The Energy Policy Act of 2005 gave FERC additional responsibilities including:  

 Regulates the transmission and wholesale sales of electricity in interstate commerce;  

 Reviews certain mergers and acquisitions and corporate transactions by electricity companies;  

 Reviews the siting application for electric transmission projects under limited circumstances;  

 Protects the reliability of the high voltage interstate transmission system through mandatory 
reliability standards;  

 Monitors and investigates energy markets;  

 Enforces FERC regulatory requirements through imposition of civil penalties and other means;  

 Administers accounting and financial reporting regulations and conduct of regulated 
companies.  

SPP is one of ten FERC-approved Independent System Operations/Regional Transmission Organizations 
(ISOs/RTOs) in the United States and Canada; SPP became an RTO in 2004. Independent System 
Operators grew out of FERC Orders Nos. 888/889 where FERC suggested the concept of an ISO as one 
way for existing power pools to satisfy the requirement of providing non-discriminatory access to 
transmission. Subsequently, in Order No. 2000, FERC encouraged the voluntary formation of RTOs to 
administer the transmission grid on a regional basis throughout North America (including Canada).  

Order No. 2000 delineated twelve characteristics and functions that an entity must satisfy in order to 
become a Regional Transmission Organization. The four minimum characteristics for an RTO: 

1) Independence from market participants; 
2) Appropriate scope and regional configuration; 
3) Possession of operational authority for all transmission facilities under the RTO's control;     

and 
4) Exclusive authority to maintain short-term reliability. 

FERC Order 2000 stated that an RTO must: 

1) Administer its own Tariff and employ a transmission pricing system that will promote 
efficient use and expansion of transmission and generation facilities; 

2) Create market mechanisms to manage transmission congestion. Specifically, RTOs are 
required to: a.) Monitor markets for transmission service and the behavior of transmission 
owners and propose appropriate action; b.) Monitor ancillary services and bulk power 
markets that the RTO operates; c.) Periodically assess how behavior in markets operated by 
others affects RTO operations and how RTO operations affect those markets; and d.) Provide 
reports on market power abuses and market design flaws to FERC and affected regulatory 
authorities, including specific recommendations. 

3) Develop and implement procedures to address parallel path flow issues; 

4) Serve as a supplier of last resort for all ancillary services required in Order No. 888 and 
subsequent orders;\ 

5) Operate a single OASIS site for all transmission facilities under its control with responsibility 



 
 

                                                                                         Southwest Power Pool, Inc. 
 

11 
 

for independently calculating total transmission capability and available transmission 
capability; 

6) Monitor markets to identify design flaws and market power;  

7) Plan and coordinate necessary transmission additions and upgrades; and 

8) Ensure integration of reliability practices within an interconnection and market interface 
practices among regions. 

As an RTO, SPP is regulated by FERC and thereby derives several benefits for its members. SPP 
members gain required services in a more cost-effective manner, such as reliability coordination, Tariff 
administration, and scheduling. Customers benefit by gaining more efficient and effective access to the 
regional transmission system. Also, federal regulatory approval of certain SPP member mergers is based 
on members’ participation in an RTO. SPP benefits from RTO status, as FERC governs SPP’s stability by 
approving all jurisdictional member applications for withdrawal from an RTO. SPP’s tariff is regulated by 
FERC, and SPP continues to align all its service practices to be consistent with FERC and NERC 
standards.  

 
 

NORTH AMERICAN ISOs AND RTOs 
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H. SENIOR MANAGEMENT AND BOARD OF DIRECTORS 

Senior Management  

SPP’s senior management team is led by CEO Nicholas Brown and COO Carl Monroe, both of whom 
have years of industry experience and a deep knowledge and strong understanding of SPP’s operations. 
Details for the members of SPP’s senior management team are listed below.    

 

SENIOR MANAGEMENT 
 
 
Name 

 
 
Title 

 
Years with 

Organization 
Nicholas Brown President and Chief Executive Officer 25 
Carl Monroe Senior Vice President, Operations and Chief Operating Officer 13 
Tom Dunn Vice President, Finance and Chief Financial Officer 9 
Stacy Duckett Vice President, General Counsel and Corporate Secretary 10 
Les Dillahunty Senior Vice President, Engineering and Regulatory Policy 7 
Lanny Nickell Vice President, Operations 13 
Barbara Sugg Vice President, Information Technology 13 
Bruce Rew Vice President, Engineering 20 
Michael Desselle Vice President, Process Integrity and Chief Administrative Officer 4 

 

Nicholas Brown, President and Chief Executive Officer, was elected President and CEO of SPP in 2003. 
Prior to this position Mr. Brown served SPP members as Senior Vice President and Corporate Secretary 
from 1999-2003; Vice President and Corporate Secretary from 1998-1999; Director, Engineering and 
Operations from 1993-96; Manager, Engineering Services from 1989-1993; and in several engineering 
positions since joining the SPP staff in 1985. Mr. Brown began his career as a planning engineer at 
Southwestern Electric Power Company. A registered Professional Engineer and Master Electrician, Nick 
is a member of Tau Beta Pi and Eta Kappa Nu engineering honor societies, the Institute of Electrical and 
Electronics Engineers, and the National Society of Professional Engineers. 

Carl Monroe, Senior Vice President, Operations and Chief Operating Officer, is responsible for 24x7 
operations in four areas: reliability coordination of the transmission system in the SPP footprint, minute-
by-minute provision of transmission service, scheduling of transmission service, and operation of a real-
time energy market. Mr. Monroe is also responsible for planning and engineering for short-term 
transmission service, information technology, and market development and design. Prior to joining SPP 
in 1997, Mr. Monroe served with Entergy of New Orleans in various positions including Manager of 
Forecasting and Manager of EMS Advanced Applications. Prior to joining Entergy, Mr. Monroe worked 
as an engineer in the system operations department at Union Electric Company. 

Les Dillahunty, Sr. Vice President, Engineering and Regulatory Policy, is responsible for managing the 
organization’s regulatory, engineering, and contract services functions.  Prior to joining SPP, Mr. 
Dillahunty held positions within Southwestern Electric Power Company; its parent company, Central and 
South West Corporation; and their merger partner American Electric Power Company. He later provided 
independent consulting services before joining SPP in 2003 as the Director of Regulatory Affairs and 
Transmission Policy. Mr. Dillahunty is a registered Professional Engineer in Louisiana and Texas. 

Michael Desselle, Vice President Process Integrity and Chief Administrative Officer, is responsible for 
developing, tracking, reporting, and training on SPP’s processes/procedures/controls. Mr. Desselle has 
over 24 years of experience in the energy industry. He began his career as a planning analyst for Cajun 
Electric Power Cooperative.  From 1985-1992, while at Price Waterhouse, Mr. Desselle managed and 
performed utility regulatory, financial, and general consulting for clients in the gas, electric, water, and 
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wastewater industries. He joined Central and South West Services in 1992 and was responsible for 
supporting corporate initiatives, strategies, and positions. Mr. Desselle joined SPP in 2006. 

Stacy Duckett, Vice President, General Counsel and Corporate Secretary, is responsible for corporate 
affairs, staff secretary duties for the Board of Directors, and non-regulatory legal matters. Ms. Duckett 
began her work at SPP as an attorney in the transmission and regulatory policy group, quickly assumed 
project management responsibilities, and was named Director, Corporate Affairs prior to serving in her 
current position. Before joining SPP in 2000, Ms. Duckett served as Vice President and Assistant General 
Counsel for TCBY Enterprises, Inc. In her 14 years with the company, her areas of responsibility 
included corporate law, communications, marketing, and administration. 

Tom Dunn, Vice President, Finance and Chief Financial Officer, is responsible for the activities of 
accounting, settlements, credit, human resources, facilities, and security. Prior to joining SPP in 2001, Mr. 
Dunn served as Vice President of Commercial Banking for U.S. Bank in Little Rock, where he managed a 
portfolio of large-corporate commercial banking relationships. In total, Mr. Dunn has 14 years of 
experience in commercial and mortgage banking. Mr. Dunn has also earned the Chartered Financial 
Analyst designation from the CFA Institute. 

Lanny Nickell, Vice President Operations, is responsible for SPP’s real-time operations, operational 
planning, and analysis support of all reliability coordination, market operations, Tariff administration, and 
scheduling functions. He previously served as Director, Operations; Manager, Operations; Supervisor, 
Tariff Administration; and as an engineer within the Operations department. Prior to joining SPP in 1997, 
Mr. Nickell served in various engineering roles with Public Service Company of Oklahoma and Central 
and South West Services. 

Bruce Rew, Vice President Engineering, joined SPP in 1990 and served as Director of Contract Services, 
Director of Engineering, and Manager of Engineering before his appointment to Vice President in 2009.  
Mr. Rew’s notable projects include assisting SPP’s Regional State Committee in developing a process for 
allocating transmission costs region-wide, developing Tariff language allowing customers to fund 
transmission projects, and implementing SPP’s first energy management and Tariff billing system. Prior 
to joining SPP, Mr. Rew served in the United States Air Force as a member of a nuclear missile launch 
crew. 

Barbara Sugg, Vice President Information Technology, directs the development, architecture, 
implementation, monitoring, support, security, and telecommunications services provided by SPP to its 
members and customers. She is responsible for establishing IT strategy and policies and developing the IT 
leadership team; the department has over 100 employees. Ms. Sugg has 20 years of IT experience in the 
electric utility industry. She joined SPP in 1997 as a Senior IT Specialist, focused on application 
development and support for computer systems including Tariff administration, reliability coordination, 
and regional energy scheduling. She has been a member of the SPP management team since 1999, prior to 
assuming her current position. Ms. Sugg was the Director of Information Technology from 2006 until 
2010. 
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Board of Directors 

SPP is governed by a Board of Directors comprised of six non-executive directors and SPP’s CEO.  The 
Organization’s directors are listed below.  

 

BOARD OF DIRECTORS 
 
 
Name 

 
 
Title 

 
Year Joined 
the Board 

Nick Brown President and Chief Executive Officer 2004 
James E. Eckelberger Chairman of the Board 2000 
Harry I. Skilton Vice-Chairman of the Board 2000 
Larry Altenbaumer Member 2005 
Phyllis Bernard Member 2003 
Julian Brix Member 2008 
Joshua W. Martin, III Member 2003 

 

Nicholas Brown, President and Chief Executive Officer, (see Senior Management section above) 

James E. Eckelberger, Chairman of the Board, was elected to the board in 2000.  Mr. Eckelberger serves 
on the Strategic Planning Committee and Corporate Governance Committee.  He is a consultant for 
Supply Chain Management.  His career history includes time with Huttig Building Products, netMercury, 
and Compaq Computer Corporation, after serving 30 years in the U.S. Navy. 

Harry I. Skilton, Vice-Chairman of the Board, was elected to the board in 2000.  Mr. Skilton serves on 
the Finance Committee and Strategic Planning Committee.  He is a consultant with over 25 years of 
senior executive and general management experience in Fortune 500 manufacturing companies. Mr. 
Skilton retired as President and Chief Executive Officer of American Meter Organization. 

Larry Altenbaumer, Member, was elected to the board in 2005.  Mr. Altenbaumer serves on the Finance 
Committee and Human Resources Committee.  He provides business advisory and consulting services to 
the energy industry.   Mr. Altenbaumer retired in 2004 as President of Illinois Power and Executive Vice 
President, Regulated Energy Delivery of Dynegy, Inc. 

Phyllis Bernard, Member, was elected to the board in 2003.  Ms. Bernard serves on the Human 
Resources Committee and Oversight Committee.  She is a Robert S. Kerr Jr. Distinguished Professor of 
Law and founding Director of the Center on Alternative Dispute Resolution at the Oklahoma City 
University School of Law. 

Julian Brix, Member, was elected to the board in 2008.  Mr. Brix serves on the Oversight Committee and 
Markets and Operations Policy Committee.  Mr. Brix most recently served as executive consultant for 
Brix International, an independent consulting Organization, and as board member and co-chair of 
TRANSlink Management Development Corporation. 

Joshua W. Martin, Member, was elected to the board in 2003.  Mr. Martin serves as the Chairman of the 
Oversight Committee and serves as a member on the Strategic Planning Committee.  Joshua is a partner 
in the Potter Anderson & Corroon law firm.  In 2005 he joined the firm’s Business Practices Group, 
which focuses on telecommunications and public utility issues. 
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SPP Mission

Helping our members work together to 
keep the lights on – today and in the future.

Updated 8-24-2010

SPP.org

Presentation Before the NMPRC Staff
September 1, 2010

Les Dillahunty
Senior Vice President, Engineering and Regulatory Policy

Lanny Nickell
Vice President, Operations

Pat Bourne
Director, Transmission Policy

Heather Starnes
Manager, Regulatory Policy
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Our Beginning

• Founded 1941 with 11 members

Utilities pooled resources to keep 
Arkansas aluminum plant powered for 
critical defense

• Maintained after WWII for 
reliability and coordination

SPP.org 4

SPP Milestones
1968 NERC Regional Council
1980  Telecommunications network
1991  Operating reserve sharing
1994 Incorporated as non-profit
1997  Reliability coordination
1998  Tariff administration
2001  Regional scheduling
2004  FERC-approved Regional Transmission Organization
2006  Contract Services 
2007  Launched EIS market, NERC Regional Entity

2009  Nebraska utilities integrated
2010  FERC approves Highway/Byway cost allocation methodology 

and Integrated Transmission Planning Process
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The SPP Difference

• Relationship - Based

• Member - Driven

• Independence Through Diversity

• Evolutionary vs. Revolutionary

• Reliability and Economics Inseparable

SPP.org 6

SPP at a Glance

• Little Rock based

• Approx. 450 employees

• $127 million operating 
budget (2010)

• 24 x 7 operation

• Full redundancy and 
backup site
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60 SPP Members

7
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Members in nine states:

Arkansas

Kansas

Louisiana

Mississippi

Missouri

Nebraska

New Mexico

Oklahoma

Texas



SPP.org 99

• 370,000 square miles 
service territory

• 847 generating plants

• 6,079 substations

• 50,575 miles
transmission:

69 kV – 16,182 miles
115 kV – 10,041 miles
138 kV – 9,284 miles
161 kV – 4,469 miles
230 kV – 3,831 miles
345 kV – 6,662 miles
500 kV – 106 miles

Operating Region 
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Operating Region - 2009
• 49,275 MW peak demand

• 196,301 GWh energy consumption

• 1,500 MW wholesale demand response

• 419 MW retail demand response

• 66,175 megawatts generating capacity:

10
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SPP Expenses: 2001-2010

$/Mwh based on 12 CP Method
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Regulatory Environment
• Incorporated in Arkansas as a 501(c)(6) 

non-profit corporation

• FERC - Federal Energy Regulatory Commission
Regulated public utility

Regional Transmission Organization

• NERC - North American Electric 
Reliability Corporation

Founding member

Regional Entity
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3 Electric Interconnections / 8 NERC Regions

SPP.org 14

Independent System Operator (ISO) /
Regional Transmission Organization (RTO) Map
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Interregional Coordination 
• ISO-RTO Council

• Interregional Planning

• North American Energy Standards Board

• National Association of Regulatory Utility 
Commissioners

SPP.org 16

Our Major Services

• Facilitation

• Reliability Coordination

• Tariff Administration

• Market Operation 

• Standards Setting

• Compliance Enforcement

• Transmission Planning

Key Elements of Services

Regional 

Independent

Cost-Effective

Focus on Reliability



SPP.org 17

Facilitation – Helping our members work together

17
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Reliability Coordination

• Monitor grid 24 x 365

• Anticipate problems

• Take preemptive action

• Coordinate regional response

• Independent 

• NERC Required 

…over 1,300 pages of reliability 
standards and criteria.

As “Air Traffic Controllers,”
our operators comply with…
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Compliance Enforcement and 
Standards Setting

• The SPP Regional Entity enforces compliance 
with federal NERC reliability standards

• Creates regional reliability standards 
with stakeholder input

• Provides training and education to users, 
owners, and operators of bulk power grid

SPP.org 20

Training 

• World class regional restoration drills

• NERC certifications

• Train-the-trainer workshops

• 2009 training program 
awarded ~17,000 
continuing education hours 
to 444 operators from
30 member organizations
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What kind of markets does SPP have now?
• Transmission: Participants buy and sell use of 

regional transmission lines that are owned by 
different parties

• Energy Imbalance Service (EIS): Participants buy 
and sell wholesale electricity in real-time

Market uses least expensive energy from regional resources 
to serve demand (load) first 

Sometimes it’s less expensive for a market participant to 
purchase power from another provider than to generate

SPP monitors resource/load balance to ensure system 
reliability

SPP.org 22

• Provides “one-stop shopping”
for use of regional 
transmission lines

• Consistent rates, terms, 
conditions

• Independent

• Process > 8,600 
transactions/month

• 2009 transmission market 
transactions = $486 million 

Transmission Service

…a 1,900+ page transmission 
tariff on behalf of our members 

and customers.

As “Sales Agents,” we administer …
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Transmission Service

SPP.org 24

Transmission Service
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Market Operation

…and follows over 200 pages of 
market protocols.

SPP’s energy market is 
like the “NYSE”…

• Monitors supply/demand balance

• Ensures economic dispatch
while meeting system reliability

• Provides settlement data

• 32 participants

• 2009 wholesale market 
transactions = $1.14 billion

SPP.org

Benefits of current real-time energy market

26
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Why develop new markets?
• SPP conducts complex cost-benefit studies 

before beginning any new market development

Under Regional State Committee oversight

2005 Charles River Associates analysis of the 
EIS market:

1. Estimated benefit of $86 million for first year

2. Actual benefit of $103 million for first year

• New markets will bring estimated average 
additional net benefits of $100 million

According to 2009 Ventyx analysis 
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What type of new markets is SPP implementing?

• Day Ahead: SPP determines what generating 
units should run the next day for maximum 
cost-effectiveness

• Ancillary Services: Market to buy and sell 
reserve energy that:

Meets emergency needs

Regulates instantaneous load and generation changes

Maintain electricity quality (keeping voltage up, etc.)
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Day Ahead market makes regional 
generation choices

29

SPP.org

Day Ahead market offers regional diversity 

30
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Benefits of Ancillary Service market
• Greater access to reserve electricity

• Improve regional balancing of supply and demand

• Facilitate integration of renewable resources

SPP.org 32

SPP will balance load/supply for region
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SPP will balance load/supply for region 
(cont’d)

SPP’s Consolidated Balancing Authority 
will consolidate the balancing authority 
functions of 15 existing balancing areas

SPP.org

• 7% of our total infrastructure asset base (transmission) is 
constraining 93% (generation and distribution)

• Strategic transmission expansion allows us to:

Move output of capital-intensive generation to where it’s needed

Make the best use of our regional differences and diverse 
generating resources

• Electric grid is in use every second: benefits of added 
transmission aren’t just long-term, but instantaneous

3434

Why Is More Transmission Needed?
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What is congestion?
• Congestion or “bottlenecks” happen when you can’t 

get energy to customers along a certain path

Desired electricity flows exceed physical capability

• Congestion caused by:

Lack of transmission, often due to load growth

Line and generator maintenance outages

Unplanned outages such as storms or trees on lines

Too much generation pushed to grid in a particular location

Preferred energy source located far from customers

• Results in inability to use least-cost electricity to meet 
demand

SPP.org 363636

500 kV

345 kV

230 kV
161 kV
138 kV
115 kV
69 kV

Congestion prevents access to lower-cost 
generation
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Congestion’s Impact on Wholesale Market  Prices

37

SPP.org

• Goal: Design transmission backbone to connect load to 
most reasonable generation alternatives

Strengthen ties to Eastern and Western Interconnections

Improve connections between SPP’s east and west regions

• Horizons: 20, 10, and 4 year

• Focus: Regional, integrated with local

• Resulting in: Comprehensive list of 
needed projects for SPP region over next 20 years

With 40 year financial/economic analysis

• Underlying Value: Reliability and Economics are inseparable

3838

Integrated Transmission Planning
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Transmission Planning

• Generation Interconnection Studies

Determines what transmission is needed 
to connect new generation to grid 

Doesn’t include transmission service

• Aggregate Studies

Determines what transmission is needed 
to meet requests for transmission 
service

Shares costs of studies and new 
transmission

SPP.org

Projects with Notifications to Construct 

40
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Inter-Regional Plans

41
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Regional State Committee

• Retail regulatory commissioners:

Louisiana maintains active observer status

• Functions
Cost allocation

Ensure adequate supply

Market cost/benefit analyses

Arkansas Missouri Oklahoma
Kansas Nebraska Texas
Mississippi New Mexico
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Type
Reliability

“Base Plan Funding”

Economic

“Balanced Portfolio”

Sponsored Highway/
Byway

Funded 33% / 67% Postage Stamp Directly assigned w/ 
revenue credits

Postage 
Stamp

Reason Criteria or 
Designated Resource Benefits / Cost  ≥ 1 Sponsor(s) 

nominate projects

EHV 
projects 
from ITP

Voltage Transmission 345 kV and above

Effective 2005 2008 2009 6/19/2010

Voltage Paid for by Region Paid for by Local Zone
300 kV and above 100% 0%

above 100 kV and below 300 kV 33% 67%
100 kV and below 0% 100%

Highway/Byway

Who pays for transmission?

SPP.org 44

Wind Energy Development
• Wind “Saudi Arabia”: Kansas, Oklahoma, Texas 

Panhandle, New Mexico, Nebraska

60,000-90,000 MW potential

More wind energy than SPP uses during peak demand

• ~3,400 MW capacity of in-service wind

• ~30,000 MW wind in-service and being developed

Includes wind in Generation Interconnection queue and with 
executed Interconnection Agreements
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Wind In Service

SPP.org 46

Generation Interconnection Requests

46
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SPP Strategically

SPP.org

Questions Raised by 

NMPRC Staff

48
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Obligation to Serve Load 
(Management of Unexpected 
Load Growth)

• SPP has an obligation to serve all load and 
load growth under network service

• SPP has a larger geographic scope of 
operation than a single company and therefore 
provides more service options to members 
needing additional load

49

SPP.org

Facilitation of Changing Needs

• If load increase arises in an unexpected way, 
mitigation plans may be required until 
improvements can be installed.  These 
mitigations are often operational in nature

• SPP Operations has daily real time monitoring 
processes to ensure the security of the grid.

• The market dispatches generation recognizing 
congestion and reliability constraints

50
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Unexpected Changes in Forecasted 
Load

• If there are changes in real-time, SPP will work 
to reliably serve the load

• If there unexpected changes with a short lead 
time, the member should contact SPP as soon 
as the problem is anticipated and SPP will 
provide service

• Unexpected changes with a longer lead time 
will be accommodated through the planning 
process

51
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Schedule 1A of SPP Tariff

For each calendar year, the Transmission 
Provider shall establish a rate for this 
administrative charge by dividing projected 
expenses based on its budget for the calendar 
year by the projected billing units for the calendar 
year.  The Transmission Provider shall reconcile 
actual to budget figures and shall adjust charges 
for the following calendar year to reflect over or 
under recoveries of its costs for the prior year.
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Schedule 1A of SPP Tariff

• Service for Point to Point Transmission is 
billed at the rate of $0.195 per MW hour

• Network Transmission Service is billed at the 
rate of $0.195 per MW hour based on the 
Member or Customer’s prior calendar year 
average monthly coincident peak load

• SPP Members are billed at the rate of $0.195 
per MW hour for all load they service within 
SPP but not with SPP Transmission Service

53
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Schedule 1A of SPP Tariff

Tariff currently provides for:

100% recovery of SPP’s costs

True-up of prior year over/under recovery

Annual rate setting

A cap of 22.5 cents/MWh
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Schedule 1A of SPP Tariff

Formula For Calculation:

Operating Expense

Plus: Interest Expense

Scheduled Principal Payments

Less: Depreciation

Other Revenues (ICT, NERC, Sch 12)

Equals: Net Revenue Requiremend

Divided: Estimated Load (MWhs)

Equals: Rate +/- true-up

SPP.org 56

Historical Admin Fee and Costs

$0.12

$0.14

$0.16

$0.18

$0.20

$0.22

2004 2005 2006 2007 2008 2009

$ 
pe

r M
W

h

Approved Admin Fee Actual NRR / Actual Load
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Value of SPP Services

• Services where value can be estimated:

EIS Market – regional benefit of $100MM/year

Total Schedule 1A costs well below benefit for each 
year of EIS operation

• Services which are difficult to value:

Regional reliability coordination

One stop shopping for transmission service

Region-wide transmission planning

SPP.org 58

Value of SPP Services

• Services to be implemented / developed

Future Markets – expected net regional benefits of 
$100MM/year 

ITP – construction of transmission w/ certainty of 
recovery through accepted cost allocation 
methodology

Consolidated Balancing Areas – centralized service 
resulting in operating efficiencies and cost 
efficiencies
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Benefits of SPP Membership

• Revenue distributions under SPP Tariff

• Administration of transmission services, 
including generation interconnection service

• Market participation

• Reserve sharing for LCEC resources

• Application of the SPP transmission planning 
and expansion process to the LCEC system
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EXHIBIT LPB-STIP-3 
 
 

Uncontested Stipulation 
Dated as of October 1, 2010 

 



BEFORE THE NEW MEXICO PUBLIC REGULATION COMMISSION 
 
IN THE MATTER OF THE PETITION OF   ) 
LEA COUNTY ELECTRIC COOPERATIVE, INC. ) 
FOR APPROVAL TO TRANSFER CERTAIN  ) 
TRANSMISSION ASSETS UNDER THE  ) 
SOUTHWEST POWER POOL, INC. OPEN  ) 
ACCESS TRANSMISSION TARIFF   ) Case No. 10-00143-UT 
        ) 
LEA COUNTY ELECTRIC COOPERATIVE, INC., ) 
        ) 
   Petitioner.    ) 
 

UNCONTESTED STIPULATION 
 

 The parties to this Uncontested Stipulation (“Stipulation”), which is dated as of October 1, 

2010, are Lea County Electric Cooperative, Inc. (“LCEC”); the Utility Division Staff (“Staff”) of 

the New Mexico Public Regulation Commission (“Commission”); and, the Southwest Power 

Pool, Inc. (“SPP”). The foregoing shall be referred to individually either as a Signatory or by the 

acronym assigned above, and collectively as the Signatories.  

 The Signatories submit this Stipulation to the Commission as representing 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 agreement, the Signatories resolve all issues between them related to 

this proceeding and stipulate and agree as follows: 

Section 1. Support for Approval of LCEC’s Participation in the SPP Regional 

Transmission Organization (“RTO”) 

 a.. Subject to the agreements in this Stipulation and solely on a New Mexico 

retail jurisdictional basis, the Signatories agree that it is appropriate for LCEC to participate in 

the SPP. Such participation may include: the reliability aspects of the SPP RTO (reserve 

sharing group and Regional Reliability Coordinator); and the regional wholesale 



 

transmission service and energy markets administered by the SPP RTO, including regional 

transmission service, generation interconnection administration, and Energy Imbalance 

Service (“EIS”) market administration. Accordingly, the Signatories support the entry 

of an order by the Commission determining, on a New Mexico retail jurisdictional basis, 

that LCEC's participation in the SPP on the terms outlined 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 Commission. 

b. The Signatories also acknowledge that LCEC is under the ongoing jurisdiction 

of the North American Electric Reliability Corporation (“NERC”) as the designated Electric 

Reliability Organization pursuant to the Energy Policy Act of 2005 and FERC Order No. 693, 

the separate SPP Regional Entity (“RE”) function by delegation agreement with NERC, and the 

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 et seq. Nothing in this Stipulation is intended to affect the 

jurisdictional relationship between the SPP RE function (or any successor thereto) and LCEC. 

c. Commission approval of this Stipulation does not establish a rebuttable 

presumption, nor justify for the recovery in retail rates, any of LCEC’s costs, fees or charges 

paid or to be paid to SPP. The reasonableness of all costs resulting from LCEC's participation in 

the SPP RTO and claimed for retail rate recovery in Commission proceedings will be determined 

by the Commission pursuant to applicable statutes and regulations. 

Section 2. Interim Nature of Approval Relating to LCEC's Participation in the SPP RTO 

 The Signatories support the entry of an order by the Commission determining that LCEC's 

participation in the SPP RTO is prudent, reasonable and in the public interest on an interim and 
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conditional basis during a term of five years from the date permission is granted by final 

Commission order (“Interim Period”). If the Commission rescinds its approval pursuant to the 

terms of this Stipulation, the Commission has the jurisdiction to require LCEC to timely initiate 

any notices, filings, and actions necessary to seek withdrawal from the SPP Regional OATT 

and LCEC acknowledges that there is a possibility that the Commission could issue such an 

order. If 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 LCEC's participation in the SPP and the transfer 

of LCEC's transmission line to the SPP Regional OATT shall no longer be deemed to be interim. 

Section 3. Changes to the SPP Administrative Fee During Interim Period 

 If the  SPP's administrative charge in Schedule 1-A of the SPP Regional OATT, excluding 

the portion of the charge related to the provision of additional market related services, increases by 

more than 25 percent above $0.19 per MWh, LCEC shall file with the Commission a pleading within 

60 days of the latter of (a) the date that the SPP’s Board 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 to this proceeding and will address the reasons for the increase 

in the Schedule 1-A charge and the merits of LCEC's continued participation in the SPP. 

Section 4. Required Filing Two Years Before End of Interim Period 

 Two years before the conclusion of the Interim Period, LCEC will file with the 

Commission and serve on the parties to this proceeding, a report (“Interim Report”) regarding 

LCEC's continued participation in the SPP RTO. To the extent applicable to LCEC’s 

participation in the SPP, that filing shall contain a comparison of actual production costs from 

participation in the SPP EIS market to an estimate of LCEC energy costs absent LCEC's 

participation in the EIS market during the period between the Commission final order approving 
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the Stipulation and date of the Interim Report. To the extent applicable to LCEC’s participation 

in the SPP, the Interim Report shall also contain a comparison of estimated production costs for 

participation in the SPP EIS market to an estimate of LCEC energy costs absent LCEC's 

participation in the EIS market during the period between the date of the Interim Report and the 

end of the Interim Period. The LCEC filing may also document other benefits, and shall 

document any additional costs or other burdens, of LCEC's continued participation in the SPP 

RTO. 

Section 5. Change in Membership or Load Functions of SPP RTO 

 If at any time during the Interim Period: (a) the combined impact of additions to and 

departures from the membership in the SPP RTO results in a 25 percent decrease in the total load of 

the participants that were anticipated in the SPP Regional State Committee's Cost-Benefit 

Analysis to participate in the SPP EIS market (geographic scope provision) (dated July 27, 

2005), or (b) if LCEC obtains knowledge that there is a final FERC order during the Interim Period 

approving a change in the list of functions performed by the SPP RTO from those set out in FERC 

orders issued February 10, 2004, and October 1, 2004, granting SPP RTO status1 (RTO function 

provision), then, within 60 days of such event, LCEC will provide written notification to the 

Commission and the parties to this proceeding of the change in the SPP RTO scope or the change in 

the SPP RTO function. 

Section 6. Network Integration Transmission Service (“NITS”) 

As a participant in the SPP as contemplated in this Stipulation, and as required by 

Sections 1.44a and 38.2 of the SPP Regional OATT, LCEC or LCEC’s agent will contract with the 

SPP to use NITS pursuant to the SPP Regional OATT to serve its New Mexico retail load.  In this 

                                                 
1 Southwest Power Pool, Inc., 106 FERC¶ 61,110 (2004); order on reh’g 109 FERC ¶ 61,010 (2004). 
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regard, LCEC will be subject to all rates, terms, and conditions of the SPP Regional OATT other 

than those set out for exclusion in the Network Integration Transmission Service Agreement 

(“NITSA”) discussed in Section 7, below. In addition, LCEC or LCEC’s agent will enter into a 

Network Operating Agreement (“NOA”) with SPP as required under the SPP Regional OATT.  

Section 7. Agreement with Respect to the NITSA 

The Signatories acknowledge that: 

a. LCEC, through its agent has entered into a NITSA with SPP.  Exhibit A to this 

Stipulation. Although not meant to be exhaustive, the following areas are SPP rates, terms, and 

conditions that may apply to LCEC: (1) SPP administrative charges (SPP Schedule 1); (2) 

ancillary services charges (SPP Schedule 2); (3) charges related to SPP cost allocation for 

transmission upgrades required for reliability purposes (to maintain compliance with NERC and 

other applicable reliability standards); (4) charges related to SPP cost allocation for transmission 

upgrades required for purposes other than to meet reliability requirements that are determined 

through SPP planning processes; (5) costs and revenues related to the operation of the SPP EIS 

Market; (6) allocation of SPP FERC assessment fees (SPP Schedule 12); and (7) charges for 

ancillary services not self-provided by LCEC. However, the Commission is not bound to 

automatically pass through any of these wholesale transmission costs into the transmission 

component of the bundled rate paid by New Mexico retail customers. 

b. LCEC agrees, and the SPP acknowledges, that the Commission's approval of 

LCEC's participation in the SPP is subject to the condition that the NITSA will be accepted for 

filing or approval by the FERC. LCEC, through its agent, has executed the NITSA and NOA 

with SPP and the SPP has filed the NITSA and NOA with the FERC. If the Commission 
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approves the Stipulation, no further proceeding before the Commission with regard to the 

NITSA to serve LCEC retail load in New Mexico will be required. 

 c. The execution and implementation of the NITSA to serve LCEC retail load in New 

Mexico, is necessary for LCEC 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 integral part of this 

Stipulation. 

Section 8. Continued Rate Authority 

 LCEC owns and operates integrated transmission facilities in New Mexico and Texas for 

the benefit of its customers, including, but not limited to, its New Mexico retail customers. LCEC 

acknowledges that the Commission has, and will continue to have, authority to determine the just 

and reasonable level of LCEC's bundled retail rates to serve its New Mexico retail customers.  

a. While the Signatories acknowledge that — as a member of SPP — LCEC is 

required by SPP to transfer its retail 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 transmission component of the 

bundled rates paid by New Mexico retail customers.  

b. LCEC agrees the Commission will have the right to rescind its interim approval 

of LCEC’s participation in the SPP RTO and to require LCEC to timely initiate any notices, 

filings, and actions necessary to seek withdrawal from the SPP RTO if: (1) FERC issues an 

order or adopts a final rule or regulation, binding on LCEC that has the effect of precluding the 

Commission from continuing to set the transmission component of LCEC’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 rule or regulation, binding on LCEC, that has the effect of amending, 
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modifying, changing, or abrogating in any material respect any term or condition of the NITSA 

and such change has a detrimental effect on LCEC’s New Mexico retail customers. SPP agrees 

to notify the Commission and the parties to this proceeding within 60 days of issuance of any 

FERC order, rule, or regulation amending, modifying, changing, or abrogating any term or 

condition of the NITSA. 

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

Construction or Upgrades 

 LCEC and the SPP acknowledge that if the Commission orders LCEC to construct or 

upgrade transmission lines or substation facilities, LCEC and the SPP will work to ensure that 

the ordered construction or upgrade is accomplished in a timely manner and the progress of the 

construction is reported monthly to the Commission (or such other periodic 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 LCEC’s New Mexico Service 

Territory 

 LCEC and the SPP shall comply with applicable New Mexico laws and regulations 

governing authorization to construct or operate transmission lines and associated facilities in 

LCEC's New Mexico service area, or upgrades of transmission lines and associated facilities in 

such service area, and applicable location 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 upgraded. 

Section 11. Annual Report 

 On or before June 1 of each year LCEC shall file with the Commission, and serve on the 
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parties to this case, a report showing any of the following charges assessed to LCEC: (a) the SPP 

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

charges (SPP Schedule 2) reimbursed to LCEC 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 and other applicable reliability standards) during the prior calendar year; 

(d) the charges related to SPP cost allocation for transmission upgrades required for purposes 

other than to meet reliability requirements that are determined through SPP planning processes 

assessed to LCEC for the prior calendar year (Schedule 11); (e) costs and revenues related to the 

operation of the SPP EIS Market for the prior calendar year; (f) allocation of SPP FERC 

assessment fees (SPP Schedule 12) for the prior calendar year; and (g) the charges from SPP to 

LCEC for ancillary services not self-provided by LCEC for the prior calendar year. 

 LCEC 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 Transmission Facilities 

 LCEC shall have the obligation to operate transmission 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 regional standards; and (b) as necessary to preserve its 

right, duties, and obligations regarding electric service to its retail customers in New Mexico 

pursuant to state law and consistent with NERC standards.2 LCEC and the SPP commit that 

                                                 
2  The NERC Standards, TOP-001, contain the following language in this regard: 
  
 R3. Each Transmission Operator, Balancing Authority, and Generator Operator shall comply with  
 reliability directives issued by the Reliability Coordinator, and each Balancing Authority and Generator 
 Operator shall comply with reliability directives issued by the Transmission Operator, unless such actions 
 would violate safety, equipment, regulatory or statutory requirements. Under these circumstances the 
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LCEC’s New Mexico retail load will have the highest priority with respect to transmission 

priority on LCEC’s transmission facilities. 

Section 13. Participation in the SPP Energy Imbalance Service Market; Other Markets 

 The Signatories agree that LCEC may at some point in time participate in the SPP's EIS 

market. LCEC's participation in the SPP EIS market will be subject to Commission review in 

relation to New Mexico retail ratemaking treatment of the cost of EIS energy. Energy purchases 

from SPP in the EIS market shall be subject to the same regulatory standards as other fuel and 

energy purchases regarding rate recovery. 

 LCEC will notify the Commission and the parties to this proceeding if LCEC proposes to 

participate in any additional markets beyond the EIS. The SPP will notify the Commission and 

the parties to this proceeding if the SPP proposes to modify the SPP Regional OATT to begin 

providing additional market services by notice of filing pursuant to 18 CFR 35.13. Notices 

pursuant to this section may be provided electronically by email. 

Section 14. 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; or 

(3) preclude the Commission from investigating SPP's jurisdictional status in other proceedings. 

The parties reserve all of their rights to address any such issues in future Commission 

proceedings. Nothing in this Section shall determine in any respect any existing authority that the 

Commission possesses under New Mexico laws and regulations over the rates and service 

operations of LCEC or SPP and over the approval of construction and siting of facilities 

                                                                                                                                                             
 Transmission Operator, Balancing Authority or Generator Operator shall immediately inform the 
 Reliability Coordinator or Transmission Operator of the inability to perform the directive so that the 
 Reliability Coordinator or Transmission Operator can implement alternate remedial actions. 
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necessary to deliver power to LCEC's customers. The agreements contained in this Section are 

intended to allow the Commission to continue to ensure that LCEC's cost of providing services 

to its New Mexico customers is reasonable and the facilities necessary for delivery of power are 

adequate. Subject to these reservations SPP agrees: 

 a.  For the Interim Period and thereafter, unless the Commission orders otherwise,  
 
SPP agrees: 

1. 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. 

2. To place into the SPP Transmission Planning process any requests from LCEC to 
construct upgrades directed by the Commission; 

3. To intervene as a party in any Commission proceeding related to LCEC's 
transmission facilities (either new or existing), including but not limited to CCN 
and other transmission proceedings; 

4. To intervene as a party at the request of the Commission, its Staff or LCEC, in 
Commission proceedings, in which the Commission or its Staff desire information 
regarding SPP related activities or functions and in proceedings in which SPP can 
provide information useful to the Commission in its decision-making processes; 

5. Prior to SPP's Board of Directors' consideration and vote on SPP's annual 
Transmission Expansion Plan (“TEP”), any Balanced Portfolio proposals or any 
other similar regional multi-project transmission proposal, SPP will provide the 
transmission plans to the Commission or its Staff and, upon request, will meet 
either in person or via teleconference with the Commission or its Staff and other 
interested parties to discuss the plans; 

6. 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; 

7. To meet at least annually with New Mexico stakeholders, including Commission 
Staff, retail customers and the electric cooperatives served by any facilities 
subject to SPP control, administration and management, to discuss SPP and LCEC 
transmission activities in New Mexico;  

8. To provide regular updates to the Commission and its Staff, either formally or 
informally, on matters identified by the Commission or its Staff., and 

9.   To provide notice to the Commission and its Staff of the commencement of all   
   SPP dockets before the FERC, and, upon reasonable notice and request by the  
   Commission or its Staff, SPP shall meet with the Commission or its Staff either 
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   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 Section and determine if any modifications by the Commission are necessary. 

Section 15. Effect of Commission’s or Staff's Participation in SPP Process 

 LCEC and the SPP agree that they will not claim that participation by any 

Commissioner(s) or Staff in the SPP stakeholder processes constitutes approval or waiver of 

the need for any Commission approvals described in this Stipulation. 

Section 16. Compliance with New Mexico Law 
  
 LCEC will not take any action or do any other thing with respect to rates, charges, terms, 

or conditions of service, the resolution of disputes under a SPP Membership Agreement or any 

other matter regarding its obligations and performance requirements under a SPP Membership 

Agreement that: (a) LCEC is not permitted 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 LCEC; or (c) 

would require LCEC 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 LCEC shall be within the sole jurisdiction of the 

Commission, subject to applicable State of New Mexico court review. LCEC shall not object to 

SPP's participation in any state proceeding that impacts LCEC's ability to perform under a 

Membership Agreement. 

Section 17. Obligation to Actively Support this Stipulation 

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

Section 18. Admission of LCEC’s Pre-filed Testimony and Other Filings into Record 
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 The Signatories stipulate to the admission into the case record of LCEC's pre-filed and 

supplemental testimony and exhibits, LCEC filings and the other parties' filings in the case, 

and LCEC's and Staff’s testimony filed in support of the Stipulation, together with all 

errata and updates. 

Section 19. Effect of Approval on Future SPP Rules or Regulations 

 LCEC agrees that the Commission's approval in this case will not be deemed to be 

approval of any future SPP rule or regulation that would abrogate the need for the approvals set 

forth above. 

Section 20. Effect of Modification of Stipulation 

 There are no third party beneficiaries of this agreement. Although this Stipulation 

represents a settlement among the parties with respect to the issues presented in this docket, this 

agreement is merely a settlement proposal submitted to the Commission, which has the 

authority to enter an order resolving these issues. The Signatories agree that this Stipulation 

resolves issues only with respect to the New Mexico retail jurisdiction and shall not be binding 

on or have an effect on proceedings in other LCEC jurisdictions. 

 This Stipulation has been drafted by all the Signatories and is the result of negotiation, 

compromise, settlement, and accommodation. The Signatories agree that this settlement is in the 

public interest. The Signatories agree that the terms and conditions herein are interdependent. 

The various provisions of this Stipulation are not severable. None of the provisions of this 

Stipulation shall become fully operative unless the Commission shall have entered a final order 

approving this Stipulation. If the Commission issues a final order inconsistent with the terms of 

this Stipulation, each Signatory has the right to withdraw from this Stipulation, to submit 

testimony, and to obtain a hearing and advocate any position it deems appropriate with respect 
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to any issue in this Stipulation. 

Section 21. Effect of Stipulation in Other Jurisdictions. 

 This Stipulation is binding on each of the Signatories only for the purpose of settling the 

issues as set forth herein in this jurisdiction only and for no other purposes. The matters 

resolved herein are resolved on the basis of a compromise and settlement. Except to the extent 

that this Stipulation expressly governs a Signatory's rights and obligations for future periods, 

this Stipulation shall not be binding or precedential on a Signatory outside of this jurisdiction, 

or a proceeding to enforce the terms of this Stipulation. It is acknowledged that a Signatory's 

support of the matters contained in this Stipulation may differ from the position taken or 

testimony presented by it in other jurisdictions. To the extent that there is a difference, a 

Signatory does not waive its position in any of those other jurisdictions. Because this is a 

stipulated resolution, no Signatory is under any obligation to take the same positions as set out 

in this Stipulation in 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 this Stipulation 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. It is further understood 

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 claims, issues or 

proceedings pending in or pertaining to other jurisdictions. 
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Section 22. Multiple Counterparts 

Each copy of this Stipulation 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 forth above. 

      

     LEA COUNTY ELECTRIC COOPERATIVE, INC. 

     By:_______________________________   
      Daniel A. Najjar 
      Attorney of Record 
      Virtue, Najjar & Brown PC 
 
 
 

 
STAFF OF THE NEW MEXICO  REGULATION 
COMMISSION 
 

 
     By:_______________________________   
      Ryan Jerman      
      Attorney of Record 
 
 
 
 
     SOUTHWEST POWER POOL, INC.  
 
 
     By:__________________________________________ 
      Leslie Dillahunty 

      Senior Vice President,  
Engineering and Regulatory Policy 

         


	Exhibit 1 - SPP Summary--Exhibit LPB.pdf
	A. Organization Overview
	Operational Structure

	B. History
	C. Services 
	D. Major Initiatives 
	E. Members
	F. Obligations of Members
	G. Regulatory Environment
	North American Electric Reliability Corporation 
	Federal Energy Regulatory Commission 

	H. Senior Management and Board of Directors
	Senior Management 
	Board of Directors





