
 

 

 
 
 

 

 

October 31, 2011 

 

The Honorable Kimberly D. Bose 
Secretary 
Federal Energy Regulatory Commission 
888 First Street, N.E. 
Washington, DC 20426 
 

Re: Southwest Power Pool, Inc. Filing of Revised Schedule 1A to Increase 
Administration Charge Cap 

 Docket No. ER12-____ 
 
Dear Secretary Bose: 
 

Pursuant to section 205 of the Federal Power Act, 16 U.S.C. § 824d, and Part 35 
of the Rules of Practice and Procedure of the Federal Energy Regulatory Commission 
(“Commission”), 18 C.F.R. Part 35, Southwest Power Pool, Inc. (“SPP”), as authorized 
by its Board of Directors (“Board”), files revised  Schedule 1-A of the SPP Open Access 
Transmission Tariff (“Tariff”) in order to increase the rate cap for its Tariff 
Administration service charge (“Administration Charge”).  SPP requests an effective date 
of January 1, 2012 for the proposed revisions to Schedule 1-A, which will enable SPP 
and its members to provide an  appropriate Administration Charge to allow SPP to 
recover its revenue requirements based on future projected budgets.  

 
This filing explains the history and purpose of SPP’s Administration Charge rate 

cap and the reason for SPP’s request to increase the rate cap.  The Commission has 
previously approved the process SPP uses for determining its annual revenue 
requirements and setting its annual Administration Charge under the cap.1 As 
demonstrated below and through the attached testimony and exhibits of Mr. Thomas P. 
Dunn, Chief Financial Officer of SPP, increasing the Administration Charge cap is 
necessary to ensure that SPP can continue to establish annual Administration Charges 
that will enable SPP to recover its tariff administrative costs in the coming years. 

                                                 
1  See Sw. Power Pool, Inc., Letter Order, Docket No. ER08-1338-000 (“2008 

Letter”) (September 18, 2008). 
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I. BACKGROUND 
 
A. SPP Operations 

 
 SPP is a Commission-approved Regional Transmission Organization (“RTO”).  It 
is an Arkansas non-profit corporation with its principle place of business in Little Rock, 
Arkansas.  SPP has 64 Members, including 14 investor-owned utilities, 11 municipal 
systems, 12 generation and transmission cooperatives, 4 state authorities, 7 independent 
power producers, 10 power marketers and 6 independent transmission company. As an 
RTO, SPP is a transmission provider currently administering transmission service over 
portions of Arkansas, Kansas, Louisiana, Missouri, Nebraska, New Mexico, Oklahoma 
and Texas.    
 

B. SPP Stakeholder Process and Approval of Proposed Tariff Revision 
 
Both the Administration Charge and this proposal to change the Administration 

Charge cap provided in Schedule 1-A are the result of the SPP stakeholder process.  
Stakeholder committees review the annual budgets developed by SPP staff and determine 
an appropriate Administration Charge for each year.  The decision to propose an increase 
in the Schedule 1-A rate cap also rests with stakeholder committees, which recommend 
such changes to the SPP Board of Directors (the “Board”), when necessary, to ensure 
SPP continues to be able to recover its costs. 

 
The Tariff revision proposed herein was developed through SPP’s stakeholder 

process described herein, with initial responsibility for changes to the Administration 
Charge being delegated to SPP’s Finance Committee.  The Finance Committee 
recommended the proposed revision to the Board on July 27, 2010.  In response to the 
Finance Committee recommendation, the Board approved the modification on July 27, 
2010.2 The Finance Committee reaffirmed the proposed revision on June 15, 2011.3 
 

Thus, the revision to the Administration Charge has been thoroughly vetted 
through the SPP stakeholder process, with all entities with an interest able to participate 
in its development and approval.  While SPP recognizes that such stakeholder approval 
by itself does not cause a filing to be just and reasonable, SPP requests that the 
Commission extend appropriate deference to the wishes of SPP’s stakeholders, consistent 
with Commission precedent.4 
                                                 
2  Exhibit No. SPP-6, Item No. 2 (Board Approval of Schedule 1-A Administration 

Charge Cap Increase). 

3  Exhibit No. SPP-7, Item No. 3 (Finance Committee Approval of Schedule 1-A 
Administration Charge Increase). 

4  The Commission has previously recognized that provisions approved through the 
stakeholder processes of RTOs and ISOs are due deference.  See New Eng. Power 
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II. DESCRIPTION AND JUSTIFICATION FOR TARIFF REVISION 
 
 A. Overview 
 

In this filing, SPP proposes to increase the rate cap on its Administration Charge 
from $0.225 to $0.35 per MWh.  Administration Charges under this new rate cap would 
begin in January 2012.  The current Schedule 1-A rate cap of $0.225 per MWh has been 
in effect since 2008, and SPP has historically operated under this cap. However, as 
discussed in more detail below, SPP’s budget forecasts indicate that the current rate cap 
of $0.225/MWh will no longer allow SPP to set an Administration Charge that 
completely recovers its administrative costs beginning in 2012. 

 
While  Schedule 1-A establishes a rate cap on the Administration Charge, SPP’s 

Administration Charges are set each year based on projected costs and revenues for that 
year.  The Schedule 1-A rate cap serves as a limit on the annual Administration Charge in 
order to provide SPP customers a level of certainty and predictability regarding SPP’s 
year-to-year administrative costs; however, customer charges are based on an annual 
determination of SPP’s revenue requirements for that year, often resulting in 
Administration Charges below the level of the rate cap. 

 
B. Purpose and Application of the Schedule 1-A Rate Cap 

 
 Schedule 1-A establishes a cap on the Administration Charge SPP must set on an 
annual basis to recover its Tariff Administration Services costs.  According to Schedule 
1-A, SPP is required to establish a rate for its Administration Charge annually that 
enables it to recover 100% of its total annual expenses without exceeding the cap.  The 
Commission has previously approved SPP’s increase of this rate cap,5 which is currently 
set at $0.225 per MWh.  This cap has been in effect since 2008 and SPP has not exceeded 
the cap in setting its annual Administration Charge.    
 

In the instant filing, SPP seeks to increase the Administration Charge cap 
provided in Schedule 1-A in order to ensure that it can set an annual Administration 
Charge that fully recovers its annual revenue requirements.  While SPP’s Administration 
Charge of $0.21 is sufficient to enable SPP to fully recover its 2011 revenue 
                                                                                                                                                 

Pool, 105 FERC ¶ 61,300, at P 34 (2003) (Commission approving transmission 
cost allocation proposal based upon the extensive and thorough stakeholder 
process); Policy Statement Regarding Regional Transmission Groups, 1991-1996 
FERC Stats. & Regs., Regs. Preambles ¶ 30,976, at 30,872 (1993) (“RTG Policy 
Statement”) (the Commission will afford an appropriate degree of deference to 
the stakeholder approval process). 

5  2008 Letter; Sw. Power Pool, Inc., 86 FERC ¶ 61,090, at 61,330 (1999), order on 
reh'g, 94 FERC ¶ 61,299 (2001). 
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requirements, SPP’s budget forecasts for the 2012 calendar year and beyond indicate that 
a Schedule 1-A cap of $0.225 per MWh will not adequately recover all of SPP’s Tariff 
Administration Services costs.  In order to avoid exceeding the Commission-approved 
cap level, SPP stakeholders and its Board have voted to increase the cap to $0.35 to 
provide the necessary headroom for SPP to set annual Administration Charges during the 
next few years that will fully recover its costs.6  In fact, the proposed cap of $0.35 will 
enable SPP to recover its costs at least during 2012 and through 2020, absent any 
significant changes in projections.7 SPP seeks Commission approval of that stakeholder-
supported increase in the cap. 
 

The most recent projections available, as reflected in the attached Exhibits, were 
developed during the 2012 budgeting process for the 2012 calendar year.  The Finance 
Committee approved the 2012 budget and 2012-2014 forecasts on October 14, 2011 and 
the Board approved Finance Committee’s recommended budget on October 25, 2011. 

 
C.   Purpose and Application of the Administration Charge 
 
As discussed above, SPP utilizes the Administration Charge to recover its costs 

associated with providing Tariff Administration Services.  Under Schedule 1-A, the 
Administration Charge is assessed per MWh for all capacity reserved on a point-to-point 
basis.  For network integration transmission service, the Administration Charge is 
determined using a customer’s coincident peak demand.  The per MWh charge is the 
same for both network and point-to-point service.8 

 
The Administration Charge is calculated after accounting for all of SPP’s costs 

and revenues.  SPP’s costs for providing contract services to non-SPP member 
companies, such as Entergy, Louisville Gas and Electric Company/Kentucky Utilities and 
the Ohio Valley Electric Corporation (which are outside the scope of this filing) are 
recovered under the prices set in those contracts, and therefore the revenue from those 
contracts are an offset to SPP’s gross revenue requirements.  SPP’s reliability-related 
services as a Regional Entity are funded by a North American Electric Reliability 
Corporation (“NERC”) assessment, not the Administration Charge.  SPP’s share of the 
Commission’s annual electric regulatory program assessment fees directly are recovered 
under Schedule 12 of the Tariff through a charge applied to all energy delivered under 
Point-to-Point Transmission service, Network Integration Transmission service, bundled 
retail and grandfathered loads, and therefore also are not a cost recovered under the 
                                                 
6  Exhibit No. SPP-6, Item No. 2. 

7  Exhibit No. SPP-5 (Projected Administration Fee through 2020). See also Exhibit 
No. SPP-1 at 14 (Testimony of T. Dunn). 

8  Schedule 1-A, Southwest Power Pool, FERC Electric Tariff, Sixth Revised 
Volume No. 1.  
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Administration Charge.  Finally, SPP directly bills for its performance of certain studies 
on behalf of Transmission Customers (i.e. interconnection studies, engineering studies, 
etc.) so that those costs are not recovered through the Administration Charge.  After 
accounting for all of SPP’s  costs (gross revenue requirements), SPP calculates a net 
revenue requirement (gross revenue requirement minus revenues from contract services, 
direct billing of study costs, NERC assessments and the pass-through of Commission 
regulatory fees) that is then recovered through the annual Administration Charge.9 

 
III. SPP BUDGET AND RATE-SETTING PROCESS 

 
A. Budgeting and Forecasting Process 
 
SPP uses a cash flow methodology to determine its annual revenue requirement 

and annual Administration Charge. SPP has historically determined its Administration 
Charge by dividing all cash flows necessary to provide the Tariff Administration Services 
required by its customers by the estimated number of MWh of transmission service 
provided to customers.10 SPP establishes its Administration Charge each year based on 
the upcoming year’s budget.  SPP staff prepares an annual budget for the upcoming year 
and forecasts for subsequent years.  During the budget process, SPP officer and 
management teams carefully assess current operations and what activities, and thus what 
resources, may be needed in the next calendar year and future years.  This process 
includes a thorough consideration of the needs of SPP members and stakeholders, 
utilizing certain assumptions, including adjustments for inflation and anticipation of any 
new regulatory requirements.11  

 
SPP’s staff endeavors to be as accurate as possible in its budgeting and 

forecasting, and makes only those expenditures necessary to meet the needs of its 
customers and its regulatory obligations.  SPP staff does not attempt to be overly 
conservative or overly generous in its budgeting and forecasting; rather, annual budgets 
are developed to reflect costs and revenues as accurately as possible.12  Special attention 
is paid to determine the costs associated with significant capital expenditures and the 
ongoing maintenance of existing programs.13  Because SPP is a service-oriented 
enterprise, salaries and benefits generally comprise SPP’s largest single expense item.14  
                                                 
9  Exhibit No. SPP-1 at 4 (Testimony of T. Dunn). 

10    Exhibit No. SPP-1 at 12 (Testimony of T. Dunn). 

11  Exhibit No. SPP-1 at 7 (Testimony of T. Dunn). 

12   Exhibit No. SPP-1 at 9 (Testimony of T. Dunn). 

13   Exhibit No. SPP-1 at 8 (Testimony of T. Dunn). 

14   Exhibit No. SPP-1 at 8 (Testimony of T. Dunn). 
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SPP’s budgeting process anticipates all necessary increases in staffing levels and growth 
of employee compensation and benefits costs.15 

 
Once the budget and forecasts are completed by SPP staff, the SPP Finance 

Committee reviews the staff proposals.  The SPP Finance Committee is comprised of 
various stakeholder representatives and two Board members who review the financial 
activities of SPP and make recommendations to the Board regarding SPP staff’s 
recommended budget and forecasts.16  The Board then reviews the recommendations of 
the Finance Committee and approves the budget and forecasts for the upcoming year and 
subsequent forecast years.17   

 
B. Calculation of Assessment Billing Units 
 
SPP’s Administration Charge is applied to both Point-To-Point and Network 

Integration Transmission Service load under SPP’s Tariff. The load amounts used are the 
prior year’s 12-month average of zonal coincident peak demands multiplied by number of 
all hours in the applicable month. On a monthly basis, SPP collects coincident peak data 
from its transmission owning members. For budgeting purposes, data collected in 2011 
will be used in the calculation of the 2012 trailing 12-month average. SPP will forecast 
for uncollected data (the budget is generally completed in August of the preceding year) 
by applying prior year growth amounts to the collected data. The result of these 
calculations is an estimated 2012 budgeted load of 353,453,000 MWh. This exercise 
should give SPP a reasonable estimate of billing determinant for the 2012 budgeted year. 
For the 2013 and 2014 estimates, SPP has revised its originally distributed forecast to 
include a growth rate of 1.8% based on the previous three year growth average.18  

 
C. Calculation of Annual Administration Charge 
 
From its annual budget, SPP determines its net revenue requirements (total cash 

outflows (excluding capital expenditures) minus revenues realized from other sources).19   
SPP then calculates its Administration Charge by dividing its net revenue requirement by 
its total forecasted sales under the Tariff.  SPP then takes that figure and adjusts it based 

                                                 
15   Exhibit No. SPP-1 at 8 (Testimony of T. Dunn). 

16   Exhibit No. SPP-1 at 7 (Testimony of T. Dunn). 

17   Exhibit No. SPP-1 at 7 (Testimony of T. Dunn). 

18  Exhibit No. SPP-1 at 14 (Testimony of T. Dunn). 

19   Exhibit No. SPP-1 at 4 (Testimony of T. Dunn). 
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on any anticipated over- or under-collection of costs in the current year to establish the 
rate for the upcoming year,20 as described in greater detail below. 

 
The staff’s recommendation of an appropriate Administration Charge is the vetted 

through the stakeholder process.  Again, the Finance Committee and Board must review 
and approve the proposed Administration Charge each year.21  If a significant unforeseen 
event occurs which requires the need to change the Administration Charge during the 
year, SPP would submit the change through the same stakeholder process. Any new rate 
would be subject to the Schedule 1-A rate cap which is not raised absent acceptance by 
the Commission.  
 

Furthermore, any proposal to increase the Schedule 1-A rate cap, such as in the 
instant filing, must also be submitted to the stakeholder process for review and approval 
by the Finance Committee and Board.22   
 
IV. THE NEED FOR A HIGHER SCHEDULE 1-A CAP 
 

A.  Incremental Staff Additions 
 
SPP’s 2012 budget anticipates adding 50 new staff, including 26 incremental 

positions related to the Integrated Marketplace currently being developed. Overall, 
incremental staff additions for the Integrated Marketplace are 74 positions for the years 
2010 through 2014.23  Personnel additions were anticipated to be necessary for the 
ongoing development and implementation of the new services by SPP anticipated in the 
Integrated Marketplace. Additional staff also will be hired to meet SPP’s projected needs 
in areas such as regulatory and legal support, engineering, information technology, and 
compliance.  

 
B. 2013 and 2014 Forecasts 
 
SPP forecasts a 2013 net revenue requirement of $98,645,769.24  SPP forecasts 

total assessment billing units of 319,058,000 MWh, based on a 2012 forecast billing 

                                                 
20   Exhibit No. SPP-1 at 5 (Testimony of T. Dunn). 

21   Exhibit No. SPP-1 at 7 (Testimony of T. Dunn). 

22  See Exhibit No. SPP-6 (Board Approval of Schedule 1-A Administration Charge 
Cap Increase). 

23  Exhibit No. SPP-4 (2012 Incremental Staffing Additions). 

24  Exhibit No. SPP-2 at 1, Line 30 (SPP Projected Revenue Requirement Based on 
Cash Flow Method). 
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demand of 359,815,594, plus 1.8% growth rate of applied to the 2012 budget.25  This 
translates to an Administration Charge of $0.28.26  The majority of the increase in 
forecasted expenses is attributable to the “All Other Operation & Maintenance Expenses” 
category, which accounts for growth in salaries and benefits related to the addition of 
new employees.  In turn, this increase in staff also affects payroll taxes, which are 
captured in “Taxes Other Than Income Taxes.”  As previously stated, these personnel 
additions are anticipated due to the development of the Integrated Marketplace as well as 
continued improvements in the settlements processing system and continued efforts to 
comply with new regulatory requirements.27 

 
SPP forecasts a 2014 net revenue requirement of $113,619,34628 and total 

assessment billing units of 366,292,275 MWh,29 which translates to an Administration 
Charge of $0.30.30  Again, most of the increase from 2013 to 2014 is attributable to the 
hiring of additional personnel to continue expansion of RTO services.31 

 
Given the current Schedule 1-A rate cap of $0.225 per MWh, SPP will begin to 

experience a revenue shortfall in 2012 if the cap is not increased.  As described above, 
SPP stakeholders and its Board have recognized this fact and voted to increase the rate 
cap to $0.35, which should provide for full cost recovery specifically through 2014 and 
further out to 2020.  Because the proposed changes to Schedule 1-A are the result of a 
stakeholder process, and because SPP’s Administration Charges still will be set annually 
on a cost-basis, the proposed amendments to Schedule 1-A are just and reasonable. 

 

                                                 
25  See Exhibit No. SPP-2 at 1, Line 32 (SPP Projected Revenue Requirement Based 

on Cash Flow Method). 

26  Exhibit No. SPP-2 at 1, Line 34 (SPP Projected Revenue Requirement Based on 
Cash Flow Method). 

27  Exhibit No. SPP-1 at 11 (Testimony of T. Dunn). 

28  Exhibit No. SPP-2 at 1, Line 30 (SPP Projected Revenue Requirement Based on 
Cash Flow Method). 

29  Exhibit No. SPP-2 at 1, Line 32 (SPP Projected Revenue Requirement Based on 
Cash Flow Method). 

30  Exhibit No. SPP-2 at 1, Line 34 (SPP Projected Revenue Requirement Based on 
Cash Flow Method). 

31  Exhibit No. SPP-1 at 11 (Testimony of T. Dunn). 
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V. ADDITIONAL INFORMATION 

 

A. Information Required by Section 35.13 of the Commission’s 

Regulations, 18 C.F.R. § 35.13
32

 

(1) Documents submitted with this filing: 

This filing includes revised Schedule 1-A, both clean and redline, 

to change the cap on the Administration Charge to $0.35.  To 

support and explain this change, SPP has attached the Prepared 

Testimony of Mr. Thomas P. Dunn, Chief Financial Officer of 

SPP.  The following documents are submitted with this filing: 

 

Exhibit No. SPP-1  Prepared Testimony of Mr. Thomas P. Dunn 

 

Exhibit No. SPP-2 Calculation of SPP’s Administration Charge 

Using the Cash Flow (Debt Service) Method 

 

Exhibit No. SPP-3 SPP Interest on Long-Term Debt 

 

Exhibit No. SPP-4 2012 Budget Incremental Positions 

 

Exhibit No. SPP-5 Projected Administration Charge 

 

Exhibit No. SPP-6 Board Approval of Schedule 1-A 

Administration Charge Cap Increase 

 

Exhibit No. SPP-7 Finance Committee Approval of Schedule 1-

A Administration Charge Increase  

 

 

  

                                                 

32
  Because the revisions to the SPP Tariff submitted herein do not modify the 

method through which SPP’s annual Administration Charge is determined, but 

rather reflect an increase in the cap on SPP’s Administration Charge, and because 

SPP’s Administration Charge will continue to recover only its actual costs as 

determined on an annual basis by its stakeholders and the Board, the use of the 

abbreviated filing procedures as set forth in 18 C.F.R. § 35.13(a)(2)(iii) is 

appropriate.  To the extent that the Commission considers the increase in the 

Schedule 1-A Administration Charge cap a “rate increase,” SPP respectfully 

requests waiver of the filing requirements of section 35.13, 18 C.F.R. § 35.13. 
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Exhibit No. SPP-9 Redlined Schedule 1-A (FERC Electric 
Tariff, Sixth Revised Volume No. 1) 

 
(2) Effective Date: 
 

As discussed herein, SPP requests that the Commission accept the 
proposed Tariff revisions with an effective date of January 1, 2012. 
The SPP Board of Directors has approved the proposed 2012 
Administration Charge of $0.255, which is higher than the existing 
cap. Granting an effective date of January 1, 2012 will provide 
certainty to SPP staff and stakeholders that the Administration 
Charge will allow SPP to continue to meet its revenue 
requirements.  

(3) Service: 
 

SPP has served a copy of this filing on all its Members and 
Customers.  A complete copy of this filing will be posted on the 
SPP web site www.spp.org, and is also being served on all affected 
state commissions. 

 
(4) Requisite Agreements: 
 

SPP’s Board approved this filing at its meetings on July 27, 2010 
and the Finance Committee reaffirmed the proposed revision on 
June 15, 2011. 
 

(5) Specifically assignable facilities installed or modified: 
 

  There are none. 
 

(6) Statement Regarding Expenses or Costs Alleged or Adjudged 
Illegal, Duplicative or Unnecessary: 

 
SPP does not have any knowledge of any relevant expenses or 
costs that have been adjudged or alleged to be illegal, duplicative 
or unnecessary. 
 

(7) Rates for Similar Service: 
 
 SPP has no other rates for similar services. 
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(8) Other Information: 
 
 A description of the rate schedule change, statement of reasons for 

the change, and comparison of the sales, service and revenues from 
the rate schedule to be superseded are contained in this transmittal 
letter and the attached Exhibits. 

 
B. Communications 

Correspondence and communications with respect to this filing should be sent to, 
and SPP requests the Secretary to include on the official service list, the following: 

 
Heather Starnes 
Manager–Regulatory Policy 
Southwest Power Pool, Inc. 
415 North McKinley, #140 Plaza West 
Little Rock, AR 72205 
Telephone: (501) 614-3380 
Fax: (501) 664-9553 
hstarnes@spp.org 

Matthew Harward 
Attorney 
Southwest Power Pool, Inc. 
415 North McKinley, #140 Plaza West 
Little Rock, AR 72205 
Telephone: (501) 614-3560 
Fax: (501) 664-9553 
mharward@spp.org 

 
VI.  Conclusion  
 

For all of the foregoing reasons, SPP respectfully requests that the Commission 
accept the Tariff revisions submitted herein, with an effective date of January 1, 2012, so 
as to authorize SPP’s proposal to increase the cap on its Administration Charge to $0.35.  
SPP further requests waiver of any additional Commission regulations that the 
Commission may deem applicable. 
 

Respectfully submitted, 
      /s/ Matthew Harward 

Matthew Harward 
Southwest Power Pool, Inc. 
415 North McKinley, #140 Plaza West 
Little Rock, AR 72205 
Telephone: (501) 614-3560 
mharward@spp.org 

       
Attorney for 
Southwest Power Pool, Inc. 
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UNITED STATES OF AMERICA 

FEDERAL ENERGY REGULATORY COMMISSION 
 

 
 
Southwest Power Pool, Inc.   )  Docket No. ER12-___-____ 
 

 
TESTIMONY OF 

THOMAS P. DUNN 
ON BEHALF OF 

SOUTHWEST POWER POOL, INC. 
 

Q. Please state your name and your business address. 1 

A. My name is Thomas P. Dunn.  My business address is 415 N. McKinley, Suite 2 

140, Little Rock, Arkansas, 72205.   3 

Q. By whom and in what capacity are you employed? 4 

A. I am the Chief Financial Officer (“CFO”) of Southwest Power Pool, Inc. (“SPP”). 5 

Q. Please summarize your educational and professional background. 6 

A. I received a Bachelor of Science degree in Business Administration from the 7 

University of Missouri at Columbia in 1987.  In 1994, I received a Master of 8 

Business Administration degree from the University of Missouri at Columbia.  I 9 

hold a Chartered Financial Analyst designation from the CFA Institute.  My 10 

professional experience began outside of the electric industry and includes 14 11 

years of experience in commercial banking.  In 2001, I started work at SPP as 12 

Vice President – Finance and assumed the title of CFO in 2003. 13 

Q. Please briefly describe your duties as CFO. 14 

A. I am responsible for all aspects of SPP’s financial operations, risk management 15 

operations, employee and corporate services, and tariff settlement functions.  16 

Significant among these duties is oversight of SPP’s budget, financial accounting, 17 
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and rate setting processes.   Ultimately, I ensure that SPP has sufficient resources 1 

to perform its duties as required by SPP’s members, customers, and regulators. 2 

Q. Have you previously testified before a regulatory commission? 3 

A. Yes, I have provided testimony to the Federal Energy Regulatory Commission 4 

(“FERC” or “Commission”) (see Docket No. ER08-1338-000).  5 

Q. What is the purpose of your testimony in this docket? 6 

A. This testimony identified as Exhibit No. SPP-1 will provide the rationale 7 

supporting SPP’s request to amend Schedule 1-A of its Open Access 8 

Transmission Tariff (“OATT” or “Tariff”) to increase the cap on SPP’s Tariff 9 

Administration service charge (“Administration Charge”) from $0.225 per MWh 10 

to $0.35 per MWh and to offer an explanation of the method used to determine 11 

the level of the cap. 12 

Q. What additional supporting evidence are you presenting? 13 

A. Exhibit No. SPP-2 represents the cash flow method SPP currently utilizes to 14 

determine SPP’s Administration Charge.  Exhibit No. SPP-3 contains a detailed 15 

statement of interest expenses less capitalized interest for the years 2011 through 16 

2014.  Exhibit No. SPP-4 contains the 2012 incremental staffing additions as 17 

compared to the 2011 forecast.  Exhibit No. SPP-5 contains SPP’s projected 18 

Administration Charge through the year 2020. Exhibit No. SPP-6 contains the 19 

Approval of SPP’s Board of Directors (“Board”) to increase the Administration 20 

Charge cap. Exhibit No. SPP-7 contains the Finance Committee’s June 15, 2011 21 

reaffirmation to increase the Administration Charge cap to $0.35.  22 

 23 

 24 
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SPP’S ADMINISTRATION CHARGE 1 

Q. How does SPP fund costs incurred to administer the SPP Tariff and to 2 

perform other duties required by its role as a Regional Transmission 3 

Organization (“RTO”)? 4 

A. Aside from the direct assignment of certain transmission study costs to customers, 5 

SPP’s only tariff-based funding mechanism to collect the costs of conducting its 6 

RTO functions is the Administration Charge collected from transmission service 7 

customers under Schedule 1-A of the SPP Tariff.  Although under SPP’s Bylaws 8 

the members of SPP backstop any under-recovery of costs by agreeing to pay all 9 

costs not otherwise collected, SPP members expect SPP to cover all of its costs by 10 

collecting the Administration Charge from customers. 11 

Q. What specific duties does SPP perform in its role as an RTO that are 12 

recovered under Schedule 1-A? 13 

A. SPP provides the following primary Tariff Administration Services to its 14 

members and customers: 15 

• Transmission Administration - SPP is a FERC regulated transmission provider 16 

and in this capacity SPP independently administers its OATT.  Eligible 17 

customers can access the SPP-administered transmission system for 18 

transmission of electric power to wholesale customers. SPP ensures fair and 19 

open access to the transmission system for all customers. 20 

• Reliability Coordination - Throughout its footprint, SPP monitors power 21 

flows, anticipates problems and takes preemptive action to mitigate operating 22 

limit violations and assure reliable operation of the transmission system. 23 
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• Regional Scheduling - SPP ensures that the amount of power delivered is 1 

coordinated and matched with power received. 2 

• Market Operations - SPP's Energy Imbalance Service market monitors and 3 

balances resources and loads and dispatches market resources within the limits 4 

of transmission constraints to provide market-based imbalanced energy at the 5 

lowest cost permitted within reliability limits. 6 

• Expansion Planning - SPP's planning process seeks to identify system 7 

limitations and develop transmission upgrades for increased capacity. 8 

Q. What costs are recovered through the Administration Charge? 9 

A. As provided in Schedule 1-A, SPP recovers 100% of its total Tariff administration 10 

expenses. 11 

Q. How does SPP calculate its Administration Charge? 12 

A. SPP’s Administration Charge is based on SPP’s approved annual budget, which is 13 

filed with the Commission on an information basis in accordance with the 14 

Commission’s directive in Sw. Power Pool, Inc., 109 FERC ¶ 61,010, at P 98 15 

(2004). 16 

Q. Describe the funding mechanism under Schedule 1-A. 17 

A. Each year, a rate is established by the SPP Board based on the upcoming year’s 18 

budget.  SPP prepares an annual budget projecting its expected expenditures and 19 

revenues for the upcoming year.  This budget serves as the basis for determining 20 

SPP’s net revenue requirement.  The net revenue requirement represents SPP’s 21 

forecasted cash outflows (excluding capital expenditures) reduced for all revenue 22 

SPP expects to collect from other sources (i.e. direct billing of study costs, 23 
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contract services, NERC assessments and pass-through regulatory fees, etc.).  SPP 1 

also forecasts the amount of service expected to be sold under the SPP Tariff in 2 

the upcoming year.  The Schedule 1-A rate is then calculated by dividing SPP’s 3 

budgeted net revenue requirement by the expected service (in MWh) under the 4 

tariff.  The SPP Board utilizes this data, along with other assumptions including, 5 

but not limited to, expected over or under recovery in the current year, to establish 6 

the rate for the upcoming year. 7 

Q. How does SPP address unexpected financial needs that may arise in its 8 

operations that were not anticipated in its budget? 9 

A. SPP maintains a line of credit with a financial institution which is available to 10 

support its short term liquidity needs.  Other measures available to SPP under the 11 

Tariff include adjusting its Administration Charge mid-year subject to approval of 12 

the SPP. 13 

Q. How does SPP address budget deviations (i.e. shortfalls or surpluses) from 14 

year to year?   15 

A. Under Schedule 1-A, SPP reconciles actual expenses to budgeted recovery of 16 

expenditures and adjusts charges for the following calendar year to reflect either 17 

over- or under-recoveries of its costs for the prior year to ensure that SPP’s 18 

Schedule 1-A revenues equal its actual costs. 19 

20 
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 Q. Does the currently effective tariff contain a cap on the Schedule 1-A 1 

Administration Charge? 2 

A. Yes. Currently, the Tariff limits the Administration Charge to $0.225/MWh.  3 

Q. When was this limit established? 4 

A. The current $0.225/MWh cap became effective October 1, 2008.   5 

Q. Does SPP currently collect at the cap of $0.225/MWh for transactions under 6 

the SPP Tariff? 7 

A. No. 8 

Q. Historically, SPP has not exceeded the current rate cap.  Why does SPP 9 

desire to increase the cap? 10 

A. Although SPP has historically operated underneath the Schedule 1-A cap, SPP’s 11 

near-term forecast projects growth in its net revenue requirement such that the 12 

current cap would not fully recover SPP’s expenditures at forecasted levels of 13 

Transmission Service.  This shortfall would jeopardize SPP’s financial viability 14 

and access to capital. 15 

Q. When does SPP expect its costs to exceed the current $0.225/MWh cap? 16 

A. SPP’s current projection model (shown in Exhibit No. SPP-5) indicates SPP’s 17 

costs are expected to exceed $0.225/MWh in fiscal year 2012. 18 

Q. Will increasing the cap accelerate increases in SPP’s costs? 19 

A. No. 20 

Q. Why not? 21 

A. SPP is a member driven organization and, as such, is aware that every dollar in 22 

expenses incurred is a dollar not available to its members for their own needs.  23 

SPP has a history of prudent, conservative spending, making only those 24 
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expenditures necessary to meet the needs of its customers and meet SPP’s 1 

regulatory obligations.  Furthermore, SPP’s budget and its Schedule 1-A charges 2 

are approved by its Board after stakeholder review and input. 3 

Q. Please explain in detail the process SPP uses to prepare its annual budget. 4 

A. Each year, SPP engages its officer and management teams to carefully assess its 5 

current operations and make assessments as to what additional activities might be 6 

necessary in the next calendar year and beyond.  This process includes a thorough 7 

consideration of the needs of SPP’s members and stakeholders, in keeping with its 8 

mission as a member driven organization.  Those plans are then reduced to 9 

writing and all-in cost estimates are attached that, in the aggregate, form the basis 10 

of the next year’s operating budget. 11 

Q. What involvement do stakeholders have in the SPP budgeting process? 12 

A. Once the budget and forecasts are completed by SPP staff, the SPP Finance 13 

Committee reviews the staff proposals.  The SPP Finance Committee is 14 

comprised of stakeholder representatives and two members of SPP’s Board who 15 

review the financial activities of SPP and make recommendations to the SPP 16 

Board regarding budgeting and forecasting, determination of the Schedule 1-A 17 

rate based on the annual net revenue requirement and annual projected 18 

transmission volumes, and any need to increase the Schedule 1-A rate cap to 19 

ensure that SPP can continue to recover its annual costs. 20 

The SPP Board reviews the recommendations of the Finance Committee and 21 

approves the budget and Schedule 1-A rate for each year.  SPP cannot establish 22 

annual budgets, establish Schedule 1-A charges, or seek an increase in the 23 

Schedule 1-A rate cap without obtaining the recommendation and approval of the 24 
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Finance Committee and the Board.  In this regard, SPP ensures that stakeholder 1 

input is considered and independent review is conducted with regard to its 2 

financial activities. 3 

Q. What assumptions does SPP employ in preparing its budget? 4 

A. In order to fairly reflect expected and reasonable changes in certain line items, 5 

SPP will make assumptions about future periods.  The primary assumption is 6 

made during SPP’s forecast of load service to be sold under the Tariff for the 7 

upcoming years.  Typically, SPP has used trended data to calculate load increases 8 

due to normal growth. For the 2012 budget, SPP used three year trended data to 9 

smooth the effects of an abnormally hot summer in 2011.  SPP staff feels this 10 

better represents expected load growth which a significant part of the Schedule 1-11 

A rate calculation.  An accelerator is also used in calculating anticipated increases 12 

in lease rates, but this is determined on a contract-by-contract basis.  A rate of 13 

increase in salaries and benefits is also employed, but that rate is driven primarily 14 

by forecasted increases in staffing levels.   15 

Q. How were the costs forecasts developed? 16 

A. As mentioned previously, SPP annually prepares a detailed budget for the 17 

upcoming year and a summary budget for the following two years.    These longer 18 

term summary budgets are based on the same principles used in the detailed 19 

yearly budget.  Special attention is given to a best-effort determination of the 20 

costs associated with significant capital expenditures and the ongoing 21 

maintenance of existing programs.  These issues have a consequential effect on 22 

SPP’s staffing levels, which is an important component of the forecast as salaries 23 

and benefits represent SPP’s largest single expense item.  The aggregate of these 24 
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and all other estimated costs form the basis for a determination of SPP’s annual 1 

net revenue requirements. 2 

Q. How reliable are SPP’s projections? 3 

A. SPP’s projections are developed based on knowledge SPP has today coupled with 4 

its expectations for the future.  SPP believes that the basis for this model is 5 

reasonable but SPP also understands that its ability to predict the future precisely 6 

diminishes in direct proportion to the time span of the forecast. 7 

Q. What is SPP’s philosophy in developing its budgetary projections? 8 

A. SPP endeavors to project its costs and revenues as accurately as possible.  SPP 9 

seeks neither to be overly conservative nor overly generous in developing its 10 

budgets, but rather bases its estimates on the most realistic and accurate 11 

information and data available.  12 

Q. Does the SPP Board consider profitability when establishing the Schedule 1-13 

A rate for each year? 14 

A. SPP is a not-for-profit organization; therefore its Board does not consider 15 

profitability in determining this rate.  SPP strives to provide the highest quality 16 

service at the lowest possible price.  This goal is consistent with our values and 17 

mission statement. 18 

Q What is SPP’s 2012 forecasted revenue requirement and what are its 19 

elements? 20 

A. SPP forecasts a total gross revenue requirement of $145,842,388 for 2012 with a 21 

net revenue requirement (gross minus revenue from other sources) of 22 

$89,559,575.  The elements of this revenue requirement include: (a) Total 23 

Operation and Maintenance Expenses (including regulatory agency assessment 24 
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fees) of $120,304,151; (b) Contract Services Expenses of $7,638,700; (c) 1 

Repayment of Debt (Principal) of $12,700,000; (d) Taxes Other Than Income 2 

Taxes of $4,831,123; (e) Donations of $114,500; and (f) Interest on Long Term 3 

Debt of $4,081,200. 4 

Q. What are the most significant changes in the 2012 budget from the 2011 5 

budget? 6 

A. SPP has forecasted the addition of 50 full-time employees to be hired in support 7 

of SPP’s Integrated Marketplace and other corporate initiatives and requirements 8 

in 2012.  This will drive salary and benefit related increases as well travel and 9 

other overhead costs. Salaries and benefits are the major cost driver in the 10 

projected forecast. 11 

Q. What is SPP’s 2013 forecasted revenue requirement and what are its 12 

elements? 13 

A. SPP forecasts a total gross revenue requirement of $149,706,769 for 2013 with a 14 

net revenue requirement (gross minus revenue from other sources) of 15 

$98,645,769.  The elements of this gross revenue requirement include: (a) Total 16 

Operation and Maintenance Expenses (including regulatory agency assessment 17 

fees) of $120,304,151; (b) Contract Services Expenses of $7,638,700; (c) 18 

Repayment of Debt (Principal) of $12,700,000; (d) Taxes Other Than Income 19 

Taxes of $4,831,123; (e) Donations of $114,500; and (f) Interest on Long Term 20 

Debt of $4,081,200. 21 

22 
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Q. What is SPP’s 2014 forecasted revenue requirement and what are its 1 

elements? 2 

A. SPP forecasts a total gross revenue requirement of $165,492,346 for 2014 with a 3 

net revenue requirement (gross minus revenue from other sources) of 4 

$113,619,346.  The elements of this gross revenue requirement include: (a) Total 5 

Operation and Maintenance Expenses (including regulatory agency assessment 6 

fees) of $127,498,726; (b) Contract Services Expenses of $7,779,000; (c) 7 

Repayment of Debt (Principal) of $19,748,000; (d) Taxes Other Than Income 8 

Taxes of $4,984,125; (e) Donations of $114,500; and (f) Interest on Long Term 9 

Debt of $5,330,900. 10 

Q. What are the main contributor to the increasing forecasted gross revenue 11 

requirements from 2012-2014? 12 

 The majority of the increase in forecasted expenses is attributable to the “All 13 

Other Operation and Maintenance Expenses” category, which accounts for growth 14 

in salaries and benefits related to the addition of new employees.  In turn, this 15 

increase in staff also affects payroll taxes, which are captured in “Taxes Other 16 

Than Income Taxes.”  As previously stated, these personnel additions are 17 

anticipated due to the development of the Integrated Marketplace as well as 18 

continued improvements in the settlements processing system and continued 19 

efforts to comply with new regulatory requirements. 20 

Q. Is the termination of the Independent Transmission Organization contract in 21 

2012 included in the forecasted revenue requirements? 22 

A. Yes. SPP has forecasted the termination of the Independent Transmission 23 

Organization (“ITO”) services agreement with Louisville Gas & 24 
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Electric/Kentucky Utilities beginning in the fourth quarter of 2012.  The 1 

termination of this contract represents a loss of $8 million in annual revenue to 2 

SPP.  This represents an increase in the Administration Charge rate of 3 

approximately $.02/MWh based on expected load. 4 

CASH FLOW (DEBT SERVCE) METHODOLOGY 5 

Q. What method does SPP utilize to determine its Administration Charge? 6 

A. As it has historically done, SPP determines its Administration Charge by 7 

determining all cash flows necessary to provide Tariff services, including but not 8 

limited to principle payments on long-term debt incurred to satisfy operating 9 

needs (i.e., debt service). The cash flow requirements are then divided by the 10 

estimated number of MWh transmitted for SPP’s customers.  Because SPP does 11 

not own large amounts of depreciable assets but does require funds to provide 12 

services to customers, using a cash flow method to determine a reasonable rate is 13 

appropriate.  Based on the Schedule 1-A rates assessed under the SPP Tariff 14 

shown previously, the results are lower and more predictable for SPP and its 15 

customers.  Additionally, the Commission has previously accepted SPP’s 16 

methodology and the increase of the Administration Charge cap in FERC Docket 17 

No. ER08-1338-000.1  18 

Q. How is the Cash Flow (Debt Service) methodology different from other 19 

methodologies? 20 

A. The typical electric utility uses the Cost of Service Method to determine just and 21 

reasonable rates.  This methodology includes the depreciation of traditional assets, 22 

such as generation, transmission and distribution facilities, in its net revenue 23 

                                                           
1 See  Sw. Power Pool, Inc., Letter Order, Docket No. ER08-1388-000 (September 18, 2008). 
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requirement calculation. As stated previously, SPP is primarily a nonprofit, 1 

service oriented corporation with business operations better represented by a cash 2 

flow basis. This methodology uses principal payments on long-term debt, instead 3 

of depreciation, in the calculation of net revenue requirement.  For a more 4 

detailed explanation on the differences between the two methodologies please see 5 

my previous testimony filed in FERC Docket No. ER08-1338-000, starting on 6 

line 5 of page 18 and continuing through line 15 of page 20.2 7 

CALCULATION OF SPP’s ADMINISTRATION CHARGE 8 

Q. What billing determinants does SPP use in calculating its Administration 9 

Charge? 10 

A. For Point-to-Point Transmission service, SPP billing determinants are MWhs of 11 

all capacity reserved.  For Network Integration Transmission Service, SPP billing 12 

determinants are calculated as the 12-month average of the Transmission 13 

Customer’s coincident Zonal Demands multiplied by the number of all hours in 14 

the applicable month, in MWh.  The total billing units are forecast to be 15 

369,374,104 MWh for 2013 and 382,747,468 MWh for 2014. 16 

Q. How did SPP forecast its total load served (“Assessment Billing Units” from 17 

Exhibit No. SPP-2) for the forecast years 2012, 2013 and 2014? 18 

A. SPP’s Administration Charge is applied to both Point-To-Point Transmission and 19 

Network Integration Transmission Service load under SPP’s Tariff. The load 20 

amounts used are the 12-month average of zonal coincident peak demands 21 

multiplied by number of all hours in the applicable month. On a monthly basis, 22 

                                                           
2 See Sw. Power Pool, Inc., Filing of Revised Tariff Sheets to Increase Cap on Schedule 1-A 
Administration Charge, Docket No. ER08-1338-000 (July 31, 2008). 
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SPP collects coincident peak data from its transmission owning members. For 1 

budgeting purposes, data collected in 2011 will be used in the calculation of the 2 

2012 trailing 12-month average. SPP will forecast for uncollected data (the budget 3 

is generally completed in August of the preceding year) by applying prior year 4 

growth amounts to the collected data.  5 

The result of these calculations is an estimated 2012 budgeted load of 6 

353,453,432 MWh. This exercise should give SPP a reasonable estimate of billing 7 

determinant for the 2012 budgeted year. For the 2013 & 2014 estimates, SPP has 8 

revised its originally distributed forecast to include a growth rate of 1.8% based 9 

on the previous three year growth average. Staff feels the use of a three year 10 

average should smooth out the effects of an abnormally hot summer in 2011. 11 

Q. Are customer charges based on projected volumes or actual volumes? 12 

A. Customers are charged per MWh for their actual usage of the transmission system 13 

as determined either by their coincident peak usage for network customers or their 14 

transmission reservations for point-to-point customers.  Any over- or under-15 

recovery of SPP’s costs resulting from the collection of the Schedule 1-A charge 16 

is taken account in setting the charge for the following year.   17 

Q. What are SPP’s projected Administration Charges for 2013 and 2014? 18 

A. As noted in Exhibit No. SPP-2, SPP projects a Schedule 1-A rate of $0.28 for 19 

2013 and $0.30 for 2014.  20 

Q. Explain why SPP is requesting an Administration Charge cap of $0.35 when 21 

the forecast to 2014 shows a projected Schedule 1-A rate of $0.30. 22 

A. SPP’s forecasts beyond 2014 show growth in net revenue requirements outpacing 23 

expected growth in load based on current inflationary assumptions used to derive 24 
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future operating expenses, debt acquisition and retirement.  The inflationary 1 

assumptions result in a steady, gradual increase in the Administration Charge.  As 2 

stated previously, SPP historically operates below the Administration Charge cap; 3 

however, FERC’s acceptance of the Board approved cap of $.035 will give SPP 4 

the necessary headroom for to recover future forecasted revenue requirements till 5 

2020. Thus, an Administration Charge cap of $0.35 for forecasted revenue 6 

requirements out to 2020 is just and reasonable. 7 

Q.  Based on Exhibit No. SPP-2, what Administration Charge cap do you 8 

propose that the Commission consider for approval for SPP in this docket? 9 

A. Although the forecasted rate for 2014 resulted in a rate of $0.30, SPP requests that 10 

its rate be capped at $0.35.  The SPP Finance Committee, which includes 11 

representatives from various stakeholders, voted to increase the Administration 12 

Charge cap to $0.35, allowing projected sustainability until the year 2020.  As 13 

shown in Exhibit No. SPP-6, the Board approved an increase of the 14 

Administration Charge cap to $0.35 at its July 27, 2010 meeting.   15 

Q. Why is SPP filing for an increase in its Administration Charge cap now when 16 

the SPP Board approved the new cap in July 2010? 17 

A. The two most significant factors which impacted the filing timeline are: 18 

1) SPP completed its 2011 budget process following the July 2010 Board 19 

meeting where approval was granted to increase the Administration Charge cap.  20 

The 2011 budget indicated an increase in the Administration Charge cap was not 21 

required prior to the 2011 fiscal year (i.e. SPP’s Administration Charge cap of 22 

$0.225/MWh would be sufficient to allow SPP to fully fund its operations in 23 

2011). 24 
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2) Post July 2010, SPP reviewed differing alternatives to its rate structure 1 

design.  Absent the need to change the Administration Charge cap for the 2011 2 

fiscal year, SPP determined to conclude its investigation of alternative rate 3 

structures prior to filing for change in the Administration Charge cap.  This 4 

research was completed during the summer of 2011 with a determination made to 5 

not change SPP’s rate structure design. 6 

Q. Has the SPP Finance Committee reaffirmed the decision to seek an increase 7 

in the Administration Charge cap? 8 

A. Yes. The Finance Committee reaffirmed the decision to increase the 9 

Administration Charge cap to $0.35 on June 15, 2011 as evidenced in Exhibit No. 10 

SPP-7. 11 

Q. What is your recommendation? 12 

A. I recommend that the Commission approve an Administration Charge cap of 13 

$0.35 for SPP as shown on Schedule 1-A that is included in this filing and as 14 

explained in this testimony.  15 

Q. Does this conclude your testimony? 16 

A. Yes. 17 





Exhibit No. SPP-2
Southwest Power Pool

Projected Revenue Required From Administrative Assessment
Based on Cash Flow Method (Debt Service)

Line Actual Budget Budget Forecast Forecast %Δ %Δ %Δ %Δ
# Gross Revenue Requirement Components 2010 ¹ 2011 2012 2013 2014 2010-2011 2011-2012 2012-2013 2013-2014

1 FERC Assessment Expense 928 14,101,340$       14,118,900$       15,410,000$       16,180,500$       16,989,525$       0% 9% 5% 5%
2 Other Regulatory Commission Expenses 2 928 4,651,558$         3,646,952$         3,775,052$         3,720,100$         3,737,055$         -22% 4% -1% 0%
3 All Other O & M Expenses 71,319,608$       85,590,686$       99,064,499$       100,403,551$     106,772,146$     20% 16% 1% 6%
4 Total Operation & Maintenance Expenses 401, 402 90,072,506$       103,356,538$     118,249,551$     120,304,151$     127,498,726$     15% 14% 2% 6%
5
6 Contract Services Expenses 416 8,297,529$         8,945,000$         7,879,800$         7,638,700$         7,779,000$         8% -12% -3% 2%
7
8 Repayment of Debt (Principal) 9,205,600$         13,206,000$       11,205,600$       12,700,000$       19,748,000$       43% -15% 13% 55%
9

10 Taxes Other Than Income Taxes 408.1 3,205,386$         4,224,506$         4,640,536$         4,831,123$         4,984,125$         32% 10% 4% 3%
11
12 Gains from Disposal of Plant 411.6 (126)$                  -$                        -$                        -$                        -$                        -100%
13 Donations 426.1 100,853$            114,000$            114,500$            114,500$            114,500$            13% 0% 0% 0%
14 Other Deductions 4 426.5 (2,163,487)$        -$                        -$                        -$                        -$                        -100%
15 Interest on Long Term Debt 427 3,548,094$         6,126,400$         3,716,000$         4,081,200$         5,330,900$         73% -39% 10% 31%
16 Amortization of Debt Discount 428 29,674$              33,975$              36,401$              37,095$              37,095$              14% 7%
17 Other Interest Expense 431 71,029$              -$                        -$                        -$                        -$                        -100%
18 Total Other Expenses 1,586,037$         6,274,375$         3,866,901$         4,232,795$         5,482,495$         296% -38% 9% 30%
19
20 Total Gross Revenue Requirement (a) 112 367 058$ 136 006 418$ 145 842 388$ 149 706 769$ 165 492 346$ 21% 7% 3% 11%

FERC 
Acct. #

20 Total Gross Revenue Requirement (a) 112,367,058$    136,006,418$    145,842,388$    149,706,769$     165,492,346$    21% 7% 3% 11%
21
22 Contract Services Revenue 415 24,737,068$       28,030,700$       23,758,169$       17,484,000$       17,484,000$       13% -15% -26% 0%
23 Interest and Dividend Income 419 56,289$              -$                        -$                        -$                        -$                        -100%
24 Miscellaneous Non-Operating Income 421 996,560$            348,000$            378,000$            378,000$            378,000$            -65% 9% 0% 0%
25 Studies & Membership Fees 457.2 3 3,871,605$         5,074,000$         5,616,000$         6,037,000$         6,056,000$         31% 11% 7% 0%
26 Schedule 12 Revenue 457.2 3 15,119,290$       14,119,000$       15,120,000$       15,435,678$       15,832,178$       -7% 7% 2% 3%
27 Regional Entity Funding 457.2 3 6,806,048$         9,797,000$         11,410,644$       11,726,322$       12,122,822$       44% 16% 3% 3%
28 Total Revenue From Other Sources (b) 51,586,860$      57,368,700$      56,282,813$      51,061,000$       51,873,000$      11% -2% -9% 2%
29
30 Net Revenue Requirement (a-b) 60,780,198$      78,637,718$      89,559,575$      98,645,769$       113,619,346$    29% 14% 10% 15%
31
32 Assessment Billing Units 331,609,551 343,000,000 353,453,432 359,815,594 366,292,275 3% 3% 2% 2%
33
34 Calculated Assessment Rate 5 $0.183 $0.229 $0.253 $0.274 $0.310 25% 10% 8% 13%
35
36 Actual Assessment Rate 6 $0.195 $0.210 $0.255

1 Based on FERC Form 1
2 Includes Regulatory Legal Fees and the Regional State Committee
3 Components of the 457.2 account total
4 Primary component of this account is the unrealized mark-to-market on interest rate swaps
  and effect of FASB 158.  SPP does not budget for these market related adjustments.
5 This rate may differ from the actual rate employed due to true ups for prior year 
  over/under collections
6 2010 and 2011 reflect the actual administrative rates charged.  The 2012 rate was
   approved by SPP's Board of Directors on October 25, 2011.
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Line No. Account Description 2011 2012 2013 2014

1 Interest on long-term debt, Series 2010-A Sen Note 1,800 1,446 1,438 1,415
2 Interest on long-term debt, Series 2010-B Sen Note 2,100 1,687 1,677 1,651
3 Interest on long-term debt, Series 2010-C Sen Note 2,925 2,485 2,485 2,438
4 Interest on long-term debt, USBank Mortgage 240 228 212 201
5 Interest on long-term debt, Series 2011 120 -          -          -          
6 Interest on long-term debt, USBank note - 2014 1,016 750 475 183
7 Interest on long-term debt, USBank note - 2016 1,615 1,349 1,035 704
8 Less: Capitalized Interest (3,690) (4,229) (3,241) (1,261)

   Total Interest Expense on Long Term Debt 6,126 3,716 4,081 5,331

Southwest Power Pool
Interest on Long-Term Debt
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2011 2012 Incremental Positions 2012 2013 2014
Department Name Forecast Foundation Market Total Budget Budget Budget
SPP Compliance & Communications 34 1 1 2 36 38 38
Process Integrity 40 3 3 6 46 48 49
Reg Policy & General Counsel 20 3 0 3 23 24 24
SPP Regional Entity * 29 3 0 3 32 34 34
Administration 66 4 5 9 75 76 76
Market Development & Analysis 5 1 0 1 6 6 6
Information Technology * 131 6 3 9 140 146 150
Operations 144 0 12 12 156 158 158
Engineering 71 3 2 5 76 83 85

TOTAL 540 24 26 50 590 613 620

Market Related 26 4 0
Non-Market Related 24 18 7

Total Incremental 50 23 7

*  RE includes 4 part-time Law Clerk positions; IT includes 8 part-time Service Desk positions

SOUTHWEST POWER POOL
2012 INCREMENTAL STAFFING POSITIONS

The 2012 budget includes 26 incremental positions related to the Integrated Marketplace (IM) project.  Overall incremental additions for IM 
are 74 (for 2010-2013).  

Other staffing increases are related to the following:

SPP Compliance & Security: (1) Internal Auditor position to allow increased workload distribution evenly across the IA group and enable 
IA to assist the Compliance group during "on-site"/documentation reviews.  Additionally, (1) Market Analyst position in the Market 
Monitoring group and (1) Communications Specialist for 2013

Process Integrity :  (1) Project Manager to assist with new project work; (1) Business Analyst in Business Process Improvement to support 
the department of one;   (1) Training Supervisor to assume responsibilities of recently promoted Director.  Additionally, Trainer positions 
are planned for 2013  (1) and 2014 (1)

Regulatory Policy & Legal: Three additional positions proposed to reduce reliance on outside counsel :  (1) Principal Regulatory Policy 
Analyst (1) Attorney  (1) Paralegal; plus (1) additional Regulatory Analyst for 2013

SPP Regional Entity: (2) Compliance Engineer/Specialists and (1) Enforcement Attorney; plus (1) Compliance Engineer/Specialists and (1) 
Enforcement Attorney in 2013

Market Development & Analysis: (1) Market Design Analyst/Engineer to manage PRR process

Administration: HR - (3) positions related to managing the new facility (Building Maintenance Specialist, Facilities Coordinator and 
Corporate Receptionist).  Additionally, (1) HR Generalist position is needed to accommodate needs of growing staff Accounting - (1) Staff 
Accountant position for 2013

Operations: All 2012 incremental headcount is related to IM.  For 2013, two incremental positions are associated with IM, plus (1) 
Functional Analyst for Systems Operations and (3) Shift Supervisors are incremental, with an offsetting reduction of Operator-In-Training 
positions (4) for a net increase of (2)

Engineering: (2) Engineer positions related to transmission planning and RTO modeling, plus (1) Planning Analyst related to seams 
activities.  In 2013, (2) ITO positions will be eliminated through transition into open positions, (9) additional Engineering positions are 
anticipated, plus (2) in 2014; Contract Services staff remains constant, as ICT contract is assumed to continue through 2014

Information Technology :  (4) Lead/Supervisor positions in IT to increase level of direct management supervision to ensure project 
deliverables and (2) IT Specialist positions to work on increased workload associated with Documentum and the IT Support Desk.  
Additionally, (6) IT Specialists in 2013 and (4) in 2014 to cover additional IT growth needs
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SOUTHWEST POWER POOL
PROJECTED ADMINISTRATIVE CHARGE
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Calculated NRR / MWh 

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Calculated NRR / MWh 1 $0.210 $0.255 $0.274 $0.310 $0.335 $0.337 $0.338 $0.339 $0.349 $0.342

1  The 2011 amount is the actual fee charged.  The 2012 amount has been recommended by SPP staff to it's Board of Directors for approval.
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Southwest Power Pool 
BOARD OF DIRECTORS/MEMBERS COMMITTEE MEETING  

Embassy Suites Downtown/Old Market, Omaha, NE 
July 27, 2010 

 
- Summary of Action Items - 

 
 

1. Approved Consent Agenda items: 
 

a. Approve April 27, May 13, and June 23 minutes. 
 

b. Markets and Operations Policy Committee Recommendations:  
i. BPRR 001 
ii. GWG – SPP Criteria Changes, Section 12.1.6.1; and Criteria Appendix #10 
iii. MWG – PRR 214 Tariff language 

 
c. Finance Committee Recommendation: 
       i. SAS70 Auditor Engagement 

 
2. Approved the Finance Committee’s recommendation to approve the establishment of a new rate cap 

for Schedule 1A of the SPP Regional Tariff at 35¢/MWh. 
 

3. Approved the Corporate Governance Committee’s recommendation to appoint Sandra Bennett 
(AEP) to serve on the Finance Committee. 
 

4. Approved the Strategic Planning Committee’s recommendation to approve the 2010 Strategic Plan. 
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Southwest Power Pool 

FINANCE COMMITTEE MEETING 

June 15, 2011 

Marriott Las Colinas – Dallas, TX 

 
• Summary of Action Items • 

 
1. Approved minutes of April 5, 2011 meeting. 

2. Approved amendment to Credit Practices Working Group scope document. 

3. Approved change in cap on Schedule 1A to 35¢/MWh to be filed immediately without change to 
rate setting process. 

4. Approved 2011 funding of SPP Retirement Plan of $3,132,000.  

 

 
• Schedule of Follow-up Items • 

 

 
1. SPP President to review metering in SPP region and suggest opportunities for improvement 

2. Incorporate increased effectiveness/cost savings as a line item in SPP’s budgets and financial 
reports. 

3. Impact of depreciation schedules on property taxes and balance sheet. 
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SCHEDULE 1-A
TARIFF ADMINISTRATION SERVICE

The Transmission Provider shall provide Tariff Administration Service to carry out its 

responsibilities under this Tariff.  The Transmission Customer must purchase this service from 

the Transmission Provider.  The charges for this Service are to be developed as shown below.

1. Administration Charge:

An administration charge shall be applied to all transmission service under this Tariff to 

cover the Transmission Provider’s expenses related to administration of this Tariff. For Point-

To-Point Transmission Service this charge shall be up to $0.35 per MW per hour for all capacity 

reserved.  For Network Integration Transmission Service this charge shall be up to $0.35 per 

MW per hour for the 12 month average of the Transmission Customer’s coincident Zonal 

Demands used to determine the Demand Charges under Schedule 9 multiplied by the number of 

all hours of the applicable month.  The charge per MW per hour shall be the same for Point-To-

Point Transmission Service as for Network Integration Transmission Service.

For each calendar year, the Transmission Provider shall establish a rate for this 

administration charge by dividing projected expenses based on its budget for the calendar year 

divided by the projected annual Schedule 1-A billing units for the calendar year.  The 

Transmission Provider shall reconcile actuals to budgeted figures and shall adjust charges for the 

following calendar year to reflect either over or under recoveries of its costs for the prior year to 

allow the Transmission Provider to recover its actual costs.  In projecting and recovering its 

expenses, the Transmission Provider shall recover 100% of its total expenses through this charge 

up to the cap of $0.35 per MW per hour for all transmission service under the Tariff.

2. Transmission Service Request Charges:

The Transmission Customer shall pay the Transmission Provider a charge for each new 

Transmission Service Request as follows:

(i) For Firm Point-To-Point Transmission Service:

Reservations less than one month:  $100

Reservations one month or longer:  $200

(ii) For Non-Firm Point-To-Point Transmission Service:

Each Reservation: $0.



However, the Transmission Customer shall have this fee rebated to it once the 

Transmission Customer becomes legally obligated to pay the applicable Firm Point-To-Point 

Transmission Service charges under this Tariff or if the requested Firm Point-To-Point 

Transmission Service is denied by the Transmission Provider.

3. Bad Debt Expense:

The Transmission Provider shall include in its charges under this Schedule a component 

to cover estimated bad debts.  The Transmission Provider shall reconcile actuals to estimates and 

shall adjust future monthly charges to reflect either over or under recoveries.



 

 

SCHEDULE 1-A 

TARIFF ADMINISTRATION SERVICE 

 

The Transmission Provider shall provide Tariff Administration Service to carry out its 

responsibilities under this Tariff.  The Transmission Customer must purchase this service from 

the Transmission Provider.  The charges for this Service are to be developed as shown below. 

1. Administration Charge: 

An administration charge shall be applied to all transmission service under this Tariff to 

cover the Transmission Provider’s expenses related to administration of this Tariff. For Point-

To-Point Transmission Service this charge shall be up to $0.225 35 per MW per hour for all 

capacity reserved.  For Network Integration Transmission Service this charge shall be up to 

$0.225 35 per MW per hour for the 12 month average of the Transmission Customer’s coincident 

Zonal Demands used to determine the Demand Charges under Schedule 9 multiplied by the 

number of all hours of the applicable month.  The charge per MW per hour shall be the same for 

Point-To-Point Transmission Service as for Network Integration Transmission Service. 

For each calendar year, the Transmission Provider shall establish a rate for this 

administration charge by dividing projected expenses based on its budget for the calendar year 

divided by the projected annual Schedule 1-A billing units for the calendar year.  The 

Transmission Provider shall reconcile actuals to budgeted figures and shall adjust charges for the 

following calendar year to reflect either over or under recoveries of its costs for the prior year to 

allow the Transmission Provider to recover its actual costs.  In projecting and recovering its 

expenses, the Transmission Provider shall recover 100% of its total expenses through this charge 

up to the cap of $0.225 35 per MW per hour for all transmission service under the Tariff. 

2. Transmission Service Request Charges: 

The Transmission Customer shall pay the Transmission Provider a charge for each new 

Transmission Service Request as follows: 

(i) For Firm Point-To-Point Transmission Service: 

Reservations less than one month:  $100 

Reservations one month or longer:  $200 

(ii) For Non-Firm Point-To-Point Transmission Service: 

Each Reservation: $0. 



 

However, the Transmission Customer shall have this fee rebated to it once the 

Transmission Customer becomes legally obligated to pay the applicable Firm Point-To-Point 

Transmission Service charges under this Tariff or if the requested Firm Point-To-Point 

Transmission Service is denied by the Transmission Provider. 

3. Bad Debt Expense: 

The Transmission Provider shall include in its charges under this Schedule a component 

to cover estimated bad debts.  The Transmission Provider shall reconcile actuals to estimates and 

shall adjust future monthly charges to reflect either over or under recoveries. 
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