
UNITED STATES OF AMERICA 
BEFORE THE 

FEDERAL ENERGY REGULATORY COMMISSION 
 
______________________________ 
      ) 
Southwest Power Pool, Inc.   )   Docket No.  ES12-   
______________________________ ) 
 
 

APPLICATION OF SOUTHWEST POWER POOL, INC.  
UNDER SECTION 204 OF THE FEDERAL POWER ACT 

FOR AN ORDER AUTHORIZING THE ISSUANCE OF SECURITIES 
 

1.  INTRODUCTION 
 

Pursuant to section 204 of the Federal Power Act (“FPA”), 16 U.S.C. § 824c, 

Southwest Power Pool, Inc. (“SPP”) files this application for Federal Energy Regulatory 

Commission authorization of the issuance of secured or unsecured promissory notes in 

one or more series in an aggregate amount not to exceed $125,000,000 (“Notes”).  The 

Notes will be used to fund capital expenditures and for general corporate purposes of 

SPP, including, particularly without limitation: (i) fund all or a portion of the acquisition 

and installation of equipment and furnishings for facilities constructed to house SPP’s 

personnel and operations center; (ii) fund the continued development and implementation 

of SPP’s Integrated Marketplace, and, (iii) complete various other tasks associated with 

the normal business of the Company and for any other lawful and proper purposes of 

SPP.  SPP requests that the Commission approve this application by April 2, 2012, so that 

SPP may conclude the issuance of securities.  SPP desires to complete this issuance 

within the near future to address cash needs for the acquisition and installation of 

equipment and furnishings for its new facilities and for the continued development and 

implementation of its Integrated Marketplace. 
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2.  SECTION 34.2 REQUIREMENTS 

Section 34.2 of the Commission’s regulations requires that a utility obtain 

competitive bids from at least two prospective dealers, purchasers or underwriters, or 

negotiated offers from at least three prospective dealers, purchasers or underwriters, and 

that it accept the bid or offer that provides the utility with the lowest cost of money or 

provides the utility with the greatest net proceeds for securities with no specified interest 

or dividend rates.  18 C.F.R. §§ 34.2(a)(1)-(3).  In the alternative, a utility may obtain 

authorization from the Commission to accept a bid or offer other than the types described 

above.  18 C.F.R. § 34.2(a)(3)(iii). 

 SPP intends to conduct a competitive bidding process.  SPP already has contacted 

several of its lending partners regarding financing its capital expenditures for 2012-2014, 

and each partner has indicated a willingness and ability to fund SPP’s needs in 

accordance with the same general structure employed in the past.  To determine which 

lender to use for its financing, SPP will review the financing proposals by referencing 

recent debt issuances for utilities with credit ratings similar to SPP’s and comparing the 

interest rates required in the public market to the rates proposed by potential lenders.   

SPP believes that the above described steps comply with section 34.2 of the 

Commission’s regulations for determining which offer to accept and will ensure a fiscally 

responsible financing arrangement.  SPP, to the extent necessary, however, requests 

authorization pursuant to section 34.2(a)(3)(iii) to accept an offer other than those 

prescribed in 18 C.F.R. § 34.2(a)(3)(i) and (ii), in the event such an offer would best fit 

SPP’s financing needs.   
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3.  SECTION 34.3 REQUIREMENTS 

Pursuant to section 34.3 of the Commission’s regulations, 18 C.F.R. § 34.3 

(2011), SPP provides the following information: 

(a) Applicant’s official name and principal business address. 

Southwest Power Pool, Inc. 
415 N. McKinley, Suite 140 
Little Rock, Arkansas  72205 
 

(b) State and date of incorporation and principal place of business. 
 

On January 3, 1996, SPP was incorporated as a not-for-profit corporation under 

the laws of the State of Arkansas.  SPP’s business is conducted in all or parts of 

Arkansas, Kansas, Louisiana, Mississippi, Missouri, New Mexico, Oklahoma, Texas and 

Nebraska.   

(c) Notices and communications. 

Correspondence and communications in connection with this matter should be 

addressed to: 

  Erin E. Cullum    Thomas P. Dunn 
  Matthew Harward    Stacy L. Duckett  

  Southwest Power Pool, Inc.   Southwest Power Pool, Inc. 
  415 N. McKinley, Suite 140   415 N. McKinley, Suite 140 

  Little Rock, AR 72205   Little Rock, AR 72205 
  (501) 688-2503    (501) 614-3200 

 
(d) Requested action date. 

 
SPP respectfully requests the Commission act on this application so that it 

receives an order by April 2, 2012.  SPP requires this financing to fund its capital 

expenditures and for general corporate purposes in the coming two years, including but 

not limited to:  (i) fund all or a portion of the acquisition and installation of equipment 

and furnishings for facilities constructed to house the Company’s personnel and 
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operations center; (ii) fund the continued development and implementation of the 

Company’s Integrated Marketplace, and, (iii) complete various other tasks associated 

with the normal business of the Company and for any other lawful and proper purposes 

of the Company. 

(e) Description of the securities to be issued. 

(i) Type and Nature of Securities:  The Notes will be senior unsecured 

or secured note(s) issued in one or more series in an aggregate 

amount not to exceed one hundred twenty-five million dollars 

($125,000,000).  The Notes will bear interest at a fixed rate 

payable no more frequently than quarterly.  The Notes will have a 

term in excess of one (1) year with maturities not to exceed twelve 

(12) years from the date of issuance.  The credit terms will be 

consistent with SPP’s existing credit facilities.   

(ii) Amount of Securities:  The aggregate amount of the Notes will not 

exceed one-hundred twenty-five million dollars ($125,000,000), as 

approved by the SPP Board of Directors.   

(iii) Interest or Dividend Rate:  The interest rate(s) for the Notes will be 

determined by the market when issued.  Pricing will be based on 

the market rate of the comparable term U.S. Treasury on the date 

of pricing, plus a spread that is currently anticipated not to exceed 

400 basis points.  

(iv) Dates of Issuance and Maturity:  SPP will not issue the Notes until 

SPP receives the Commission’s approval for such issuance.  
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Thereafter, the Notes will be issued prior to January 31, 2014.  The 

maturity of the Notes will be as described in section (e)(i) above. 

(v) Institutional Rating of Securities:  The Notes will not be rated. 

(vi) Stock Exchange on Which Securities Will Be Listed:  None. 

(f) Purpose for which the securities are issued. 

SPP’s current policy and practice is to use the following debt structures to fund its 

operations: (a) term debt to acquire capital assets and (b) revolving debt for liquidity 

purposes. The debt instruments issued by SPP generally are structured such that 

retirement of principal correlates closely with the depreciation or amortization of the 

asset as recognized on SPP’s financial statements. 

As mentioned above, SPP will use the proceeds of the Notes to fund capital 

expenditures and for general corporate purposes of SPP, including, particularly without 

limitation: (i) fund all or a portion of the acquisition and installation of equipment and 

furnishings for facilities constructed to house SPP’s personnel and operations center; (ii) 

fund the continued development and implementation of SPP’s Integrated Marketplace, 

and, (iii) complete various other tasks associated with the normal business of the 

Company and for any other lawful and proper purposes of SPP.   

Currently, SPP’s administrative and operations personnel are located at separate 

sites.  As explained in SPP’s December 4, 2009 filing in Docket No. ES10-11, SPP is 

locating its administrative staff and operations on the same campus, which will consist of 

an operations/data center and a separate administrative office building.  The Notes are 

needed to fund the acquisition and installation of equipment and furnishings for such new 

facilities. 
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In addition, the proceeds from the Notes will be used to fund the continued 

development and implementation of SPP’s Integrated Marketplace, which includes: a 

day-ahead market with transmission congestion rights; a reliability unit commitment 

process; a real-time balancing market; the incorporation of price-based operating reserves 

procurement and a consolidated balancing authority.  The Notes will also be used to 

finance general capital expenditures, which will consist of any other capital expenditures 

not otherwise specified.  

(g) State applications. 

In Order No. 6 in Docket No. 04-137-U, issued August 10, 2006, SPP was 

certificated by the Arkansas Public Service Commission as a jurisdictional electric public 

utility in Arkansas and was authorized to assert functional control over the electric 

transmission facilities operated by its member companies in Arkansas.  Pursuant to 

Arkansas Code Annotated §§23-3-103 and 23-3-104, public utilities in Arkansas must 

receive authorization from the Arkansas Public Service Commission to issue 

indebtedness payable at periods of more than thirty-six months after the date of issuance.  

Therefore, in addition to this application, SPP is filing an application with the Arkansas 

Public Service Commission for the authorization to issue the securities that are the 

subject of this application. 

(h) Statement of facts regarding the lawfulness and appropriateness of 
the securities. 

 
SPP’s issuance of the Notes is for a lawful object, as monies from the Notes will 

be used to fulfill SPP’s need for: (i) the acquisition and installation of equipment and 

furnishings for facilities constructed to house the Company’s personnel and operations 

center; (ii) the continued development and implementation of the Company’s Integrated 
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Marketplace, and, (iii) the completion of various other tasks associated with the normal 

business of the Company and for any other lawful and proper purposes of the Company.  

The capital expenditures and improvement projects will enable SPP to perform its 

operations in a more secure manner, and there will be no impairment of SPP’s current 

functions.  In addition, the issuance of the Notes is reasonably necessary and appropriate, 

as SPP’s ability to provide reliable services will be enhanced by the expenditures and 

improvements that will be funded by the Notes.   

(i) Statement of the bond indenture(s) or other limitations on the 
issuance of additional debt or equity securities. 

 
SPP will not require the consent of existing lenders to issue the Notes.  SPP does 

not expect there to be any limitations on interest and dividend coverage in the issuance of 

the Notes.  Nor are there any other existing limitations on interest and dividend coverage 

that would affect the issuance of additional debt. 

(j) Summary of any rate change. 

SPP recovers its costs primarily through collection of a Tariff Administration 

Service Charge (“Administration Charge”) under Schedule 1-A of its Commission 

approved Open Access Transmission Tariff (“Tariff”).  SPP includes as a recoverable 

cost, interest and principal expenditures associated with repayment on its obligations.  On 

October 31, 2011, pursuant to Section 205 of the Federal Power Act, 16 U.S.C. §824d, 

SPP filed revisions to Schedule A-1 of the Tariff to increase the Administration Charge 

cap from $0.225 to $0.35 per MWh.  The increase of the Administration Charge cap was 

formulated, in part, to allow SPP to recover the interests and principle expenditures 
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associated with long-term debt such as is described herein. The Commission accepted the 

requested Administration Charge cap on December 14, 2011.1  

4.  SECTION 34.4 EXHIBITS 

Pursuant to section 34.4 of the Commission’s regulations, 18 C.F.R. § 34.4, SPP 

submits the following exhibits: 

(a) Exhibit A.  Statement of corporate purposes. 

Attached as Exhibit A are SPP’s Articles of Incorporation, which set forth the 

purposes and powers of SPP in Article Three.   

(b) Exhibit B.  Resolutions of the applicant’s directors and shareholders 
authorizing issuance of securities. 

 
SPP’s Board of Directors authorized the issuance of the Notes described in this 

application at its January 31, 2012 meeting.  The Resolution adopted by the Board is 

attached as Exhibit B to this Application. 

(c) Exhibit C.  Balance Sheet and attached notes for the most recent 12-
month period for which financial statements have been published. 

Attached as Exhibit C are an audited 2010 Balance Sheet and attached notes for 

the 12-month period ending December 31, 2010 and an unaudited Balance Sheet for the 

12-month period ending December 31, 2011, on an actual and pro forma basis. 

(d) Exhibit D.  Income Statement and attached notes for the most recent 
12-month period for which financial statements have been published. 

Attached as Exhibit D are an audited 2010 Income Statement and attached notes 

for the 12-month period ending December 31, 2010 and an unaudited Income Statement 

for the 12-month period ending December 31, 2011, on an actual and pro forma basis.  

                                                 
1  See Sw. Power Pool, Inc., Letter Order, Docket No. ER12-277-000 (Dec. 14, 2011). 
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(e) Exhibit E.  Statement of Cash Flows and Computation of Interest 
Coverage. 
 

Attached as Exhibit E are: (1) an audited Statement of Cash Flows for the 12-

month period ending December 31, 2010, and an unaudited Statements of Cash Flows for 

the 12-month period ending December 31, 2011, on an actual and pro forma basis; and 

(2) Computation of Interest Coverage for the 12-month period ending December 31, 

2010, and unaudited Computation of Interest Coverage for the 12-month period ending 

December 31, 2011, on an actual and pro forma basis.   

Regarding the revised Computation of Interest Coverage, SPP states the 

following:  

 First, the Computation of Interest Coverage is based on an estimated interest rate 

of 5.00% for the Notes.  This estimated interest rate is based on the ten year U.S. 

Treasury bond yield plus 3.04% as of January 24, 2012, and also is reflected in the pro 

forma balance sheets and income statements.   

Second, as a not-for-profit entity that derives its revenues from its members, SPP 

endeavors to assess only those costs that are necessary to meet its financial obligations.  

Thus, SPP attempts to minimize the amounts of money it holds in reserve.  As SPP is 

able to collect its costs either under Schedule 1-A of its Open Access Transmission Tariff 

or through a member assessment, it does not need to maintain a reserve to cover interest 

or other costs.  As a result, its interest coverage ratios will be lower than what may be 

seen for investor-owned public utilities.  SPP’s membership has supported this financial 

approach in the past and continues to support it.  Thus, the interest coverage ratios 

reflected in this filing represent how SPP operates in a manner that minimizes costs to its 
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members.  Therefore, any increase in interest coverage ratios would not reflect the 

manner in which SPP does business. 

Third, SPP has in place a commitment from its members to cover its costs of 

operation as a Regional Transmission Organization.  Specifically, section 8.4 of SPP’s 

Bylaws provides: 

SPP will assess certain Members described herein on a monthly basis all costs not 
otherwise collected.  Costs recovered under the assessment will include but are 
not limited to all operating costs, financing costs, debt repayment, and capital 
expenditures associated with the performance of SPP’s functions as assigned by 
the Board of Directors.2 

 
This commitment from SPP’s members’ guarantees that SPP will be able to pay 

its operating costs and the interest expenses on any amount of debt that is issued.  This 

commitment (together with Schedule 1-A of its Tariff) shows that SPP does not need to 

maintain an interest coverage ratio greater than 1:1. 

5.  CONCLUSION 
 

WHEREFORE, SPP respectfully requests that the Commission authorize the 

issuance of the Notes. 

       Respectfully submitted, 
 
/s/ Erin E. Cullum    
Erin E. Cullum 
Matthew S. Harward 

  Southwest Power Pool, Inc. 
  415 North McKinley, Suite 140 
  Little Rock, AR 72205 
  Telephone (501) 688-2503 
  Facsimile (501) 664-9553  

 
Attorneys for 
Southwest Power Pool, Inc.   

 
February 2, 2012 

                                                 
2  SPP Bylaws, Original Volume No. 4, section 8.4.   





 

 

EXHIBIT A 
 

ARTICLES OF INCORPORATION 













 

EXHIBIT B 
 

RESOLUTION ADOPTED BY SPP 
BOARD OF DIRECTORS 



SOUTHWEST POWER POOLt INC.
RESOLUTION OF' THE BOA,RD,OF DIRECTORS

January 31,'2012

ISSUANCE OF SECUR.lTlES

WHEREAS, the Board of Directors of the Southwest ,Power Pool, Inc. (the '''Company'')
is aware of the need for the Company to'secure financing to enable the Company to fund capital
expenditures and for gen.eral corporate purposes of the Company, including,. particularly without
limitation: (i) fund all ·or a portion of the acquisition and installation of equipment and
furnishings for facilities constructed to house the' Company's personnel and operations center;
(i1) fund the continued development andimpfementat10n of the Company7s Integrated
Marketplace, an~ (iii) complete various other tasks associated with the normal business of the
Company and for any other lawful and properpurposes of the Company;

I. ': .' ~ .., ~P f":; <~~~ £.;.~. .

NOW THEREFORE, it is hereby resol~ed·bythe Board ofDirectors of the Company as
follows: ' ','. ,-

1. That the President, Chief Financial Officer and other officers of the Company are
authorized to seek approval from the ,Federal Energy Regulatory Commission and the Arkansas
Public Service Commission to issue securities through transactions not requiring registration
under the Secwities Act of 1933. -ofan' ag8fegate,amount not to exceed one hundred and twenty
tive million dollars ($125,OOO,ooO),to be issued in:one,or more series of unsecured or secured
promissory notes~ of a tenn in excess of one year With-maturities not 10 exceed twelve years from
the date of issuance~ at an interest rate to be· 'detemniledby the market and at tenns and
conditions then presently available to the COmpany in- ,the marke~ the proceeds of which
issuance shall be for all lawful purposes attendant~ upon"completion of those tasks listed herein
and any other lawful and proper purpose ofthe Company. '

2. that the authority to be sought bY'th6"Cornpany shall request an affirmative
declaration by the Federal Energy Regulatory Commission and the Arkansas Public Service
Commission that the financing is for some lawful object, within the corporate purpose~ and is
compatible with the public interest. ' I, .', :- r~:_ '~,

3. That the-Board of Directors hereby 'aelegatesto the Finance Committee of the
Board the authority to deterrriine' the ·exact ·tenils';'of,the issuance(s) and sale of the debt
instruments within· the parameters 'listed above;,: including, but not limited to, (i) the aggregate
amQunt of debt to be issued by the Company~':{ii} the' interest·Tate and maturity or the debt to be
issuec.l and (jii) any other material terms ofthe debt. .<- ~ '::'~- ", - '

_:~.)~ ..~" ... .i~ -','

4. That the President and the ChiefFiriancial Officer ofthe Company be, and hereby
are~ authorized to jointly execute and deliverfirianCing'agreements in an aggregate amount not to
exceed one-hundred and twenty-five millit;lJl dollars ($1251000,000)_ Said authorization to be
confitmed by the Finance Committee of the Board_ upon final.approval of the exact terms of the
issuance(s) and sale of the debt instrnm,ents.' '

. _.1,., , ",' ... ~'.I'; .'

, , '. '... • " ,t~':' ~."



.........
.. .~: .. 't

S. That any and all actions taken by any of the officers of the Company~ for and on
behalf and in the name of the Compariy in furtherance of these resolutions, are hereby ratified,
confinned, and approved in all respects for all purposes.

6. That the authority granted to the officers oftbe Company per this resolution shaH
continue in full force and eftect, and lenders may rely thereon in dealing with such officers,
unless and until written notice ofany change in or revocation of such authority shall be taken by
the Board orDjrectors or by January 31,2014, whichever occurs first.

APPROVED this 31srday ofJanuary, 2012.

Jam . Eckelberger
.Chairman, Board ofDirectors
,Southwest Power Poot Inc.

.,AlTESTATION
•. t ::•• _: '. i ' .~ • ~ .... ~

I HEREBY CERTIFY~ that I amJhe duly. 'elected, ,qualified and acting Secretary and the
custodian of the reoords of the Company" a corporation organized and existing and in good
standing under the laws of the State of Arkansas. The foregoing resolutions are true and correct
copies of the resolutrons duly adoptOOin. accordance with law and the Articles of Incorporation
and By-Laws;> as applicable;> of the Company on January 31,. 2012 and that such resolutions are
now in full force and effect without modifications and are duly recorded in the minute book of
the Company. '

I FURTHER RTD~Y that set forth below. are, the true tilles, names and genuine
signatures of the dul elected or appointed, qualified and acting officers of said Company

presently hOldi:g!:1J20 ar ~hO~ un:: ilie foregoing resolutions:

Ni .~rown
President . ,".:/ ' .. ,<, ': .::,': ;;,';,

~f:?m:- ....',..:: ..:
...... '.~

'..., }TN WITNESS WHEREOF, Thave atlixed my name in my official capacity on February

~2012. . . '.'£~~

, '~:·~~A-
, Sta.cy L. Duckett

(SEAL) , <~:"'.'Corporate Secretary

2, .', :""""



 

EXHIBIT C 
 

BALANCE SHEET 



Southwest Power Pool
Balance Sheet

AUDITED

($000)
December 31, 

2010

Adjustments to 
Reflect 

Proposed 
Transaction

Proforma 
December 31, 

2010

ASSETS
    Current Assets
        Cash & Equivalents $81,041 $125,000 $206,041
        Restricted Cash Deposits 25,668 25,668
        Accounts Receivable (net) 18,508 18,508
        Other Current Assets 3,351 3,351
    Total Current Assets 128,568 125,000 253,568

    Total Fixed Assets 46,000 46,000
    Total Other Assets 2,541 2,541
    Investments 652 652

TOTAL ASSETS 177,761 125,000 302,761

LIABILITIES & EQUITY
    Liabilities
        Current Liabilities
            Accounts Payable (net) 10,348 10,348
            Customer Deposits 25,668 25,668
            Current Maturities of LT Debt 13,206 13,206
            Other Current Liabilities 26,448 26,448
            Deferred Revenue 6,174 6,174
        Total Current Liabilites 81,844 0 81,844

        Long Term Liabilities
            Floating Senior Note - 2014 16,000 16,000
            5.45% Senior Notes - 2016 27,000 27,000
            US Bank Mortgage - 2027 4,163 4,163
            4.82% Series-A Senior Notes - 2042 30,000 30,000
            4.82% Series-B Senior Notes - 2042 35,000 35,000
            New Long Term Debt 125,000 125,000
            Other Long Term Liabilities 4,136 4,136
        Total Long Term Liabilities 116,299 125,000 241,299

            Net Income (1,076) (1,076)
            Members' Equity (19,306) (19,306)
        Total Members' Equity (20,382) 0 (20,382)

TOTAL LIABILITIES & EQUITY $177,761 $125,000 $302,761



Southwest Power Pool
Balance Sheet
UNAUDITED

($000)
December 31, 

2011

Adjustments to 
Reflect 

Proposed 
Transaction

Proforma 
December 31, 

2011

ASSETS
    Current Assets
        Cash & Equivalents $73,881 $125,000 $198,881
        Restricted Cash Deposits 34,785 34,785
        Accounts Receivable (net) 15,887 15,887
        Other Current Assets 6,646 6,646
    Total Current Assets 131,199 125,000 256,199

    Total Fixed Assets 110,368 110,368
    Total Other Assets 2,483 2,483
    Investments 775 775

TOTAL ASSETS 244,825 125,000 369,825

LIABILITIES & EQUITY
    Liabilities
        Current Liabilities
            Accounts Payable (net) 14,532 14,532
            Customer Deposits 34,902 34,902
            Current Maturities of LT Debt 11,206 11,206
            Other Current Liabilities 26,006 26,006
            Deferred Revenue 7,496 7,496
        Total Current Liabilites 94,142 0 94,142

        Long Term Liabilities
            Floating Senior Note - 2014 11,000 11,000
            5.45% Senior Notes - 2016 21,000 21,000
            US Bank Mortgage - 2027 3,958 3,958
            4.82% Series-A Senior Notes - 2042 30,000 30,000
            4.82% Series-B Senior Notes - 2042 35,000 35,000
            3.55% Series-C Senior Notes - 2024 70,000 70,000
            New Long Term Debt 125,000 125,000
            Other Long Term Liabilities 4,323 4,323
        Total Long Term Liabilities 175,281 125,000 300,281

            Net Income (4,216) (4,216)
            Members' Equity (20,382) (20,382)
        Total Members' Equity (24,598) 0 (24,598)

TOTAL LIABILITIES & EQUITY $244,825 $125,000 $369,825



 

EXHIBIT D 
 

INCOME STATEMENT 



Southwest Power Pool
Income Statement

AUDITED

($000)

For the 12 
months ended 
December 31, 

2010

Adjustments to 
Reflect 

Proposed 
Transaction

Proforma 
December 31, 

2010

Ordinary Income/Expense
    Income
        Tariff Administration Service $64,277 $6,250 (b) $70,527
        Fees & Assessments 22,285 22,285
        Contract Services Revenue 23,251 23,251
        Miscellaneous Income 6,275 6,275

    Total Income 116,088 6,250 122,338

    Expense
        Salary & Benefits 56,896 56,896
        Employee Travel 1,424 1,424
        Administrative 2,899 2,899
        Assessments & Fees 14,101 14,101
        Meetings 774 774

Comm nications 3 079 3 079        Communications 3,079 3,079
        Leases 1,707 1,707
        Maintenance 6,354 6,354
        Services 14,188 14,188
        Regional State Committee 178 178
        Depreciation & Amortization 14,243 14,243
        Interest Expense 3,843 6,250 (a) 10,093
        Other (Income)/Expense (2,522) (2,522)

    Total Expense 117,164 6,250 123,414

Net Income (Loss) ($1,076) $0 ($1,076)

     (a)  Interest expense assumes new outstanding loan amount of $125MM at 5.00% interest
           assuming balance was outstanding for twelve months.

     (b)  SPP's tariff allows for the recovery of all operating expenses through it's tariff administration fee



Southwest Power Pool
Income Statement

UNAUDITED

($000)

For the 12 
months ended 
December 31, 

2011

Adjustments to 
Reflect 

Proposed 
Transaction

Proforma 
December 31, 

2011

Ordinary Income/Expense
    Income
        Tariff Administration Service $71,702 $6,250 (b) $77,952
        Fees & Assessments 24,084 24,084
        Contract Services Revenue 26,527 26,527
        Miscellaneous Income 6,561 6,561

    Total Income 128,874 6,250 135,124

    Expense
        Salary & Benefits 63,882 63,882
        Employee Travel 1,655 1,655
        Administrative 3,050 3,050
        Assessments & Fees 16,639 16,639
        Meetings 838 838

Comm nications 3 186 3 186        Communications 3,186 3,186
        Leases 1,624 1,624
        Maintenance 7,273 7,273
        Services 15,596 15,596
        Regional State Committee 311 311
        Depreciation & Amortization 13,069 13,069
        Interest Expense 6,040 6,250 (a) 12,290
        Other (Income)/Expense (73) (73)

    Total Expense 133,090 6,250 139,340

Net Income (Loss) ($4,216) $0 ($4,216)

     (a)  Interest expense assumes new outstanding loan amount of $125MM at 5.00% interest
           assuming balance was outstanding for twelve months.

     (b)  SPP's tariff allows for the recovery of all operating expenses through it's tariff administration fee



 

EXHIBIT E 
 

STATEMENT OF CASH FLOWS AND 
COMPUTATION OF INTEREST 

COVERAGE 



Southwest Power Pool
Statement of Cash Flows

AUDITED

($000)

For the 12 
months ended 
December 31, 

2010

Adjustments to 
Reflect Proposed 

Transaction

Proforma 
December 31, 

2010

OPERATING ACTIVITIES
    Net income (loss) ($1,076) ($1,076)
    Adjustments to reconcile net income (loss)
    to net cash provided / (used) by operations:
        Depreciation & Amortization 14,243 14,243
        Change in fair market value of interest rate swaps (54) (54)

 Change in funded status of employee benefit plans (2,110) (2,110)
 Loss on disposal of fixed assets 0

        Changes in assets and liabilities:
          Accounts receivable (3,425) (3,425)
          Other current assets (213) (213)
          Other assets (1,120) (1,120)
          Accounts payable (1,121) (1,121)
          Other current liabilities 5,594 5,594
          Other long term liabilities 96 96

Net cash provided/(used) by operating activities 10,814 0 10,814

INVESTING ACTIVITIES
    Purchase of property and equipment (21,737) (21,737)

Net cash used by investing activities (21,737) 0 (21,737)

FINANCING ACTIVITIES
    Repayment on 4.78% Senior Notes - 2011 (5,000) (5,000)
    Repayment on 5.45% Senior Notes - 2016 0
    Repayment on US Bank Mortgage Notes (206) (206)
    Repayment on Senior Floating Notes (4,000) (4,000)

 Issuance on long term debt 65,000 125,000 190,000

Net cash provided / (used) by financing activities 55,794 125,000 180,794

Net cash increase (decrease) for the period 44,871 125,000 169,871

Cash at beginning of period 36,170 36,170

Cash at end of period $81,041 $125,000 $206,041



Southwest Power Pool
Statement of Cash Flows

UNAUDITED

($000)

For the 12 
months ended 
December 31, 

2011

Adjustments to 
Reflect Proposed 

Transaction

Proforma 
December 31, 

2011

OPERATING ACTIVITIES
    Net income (loss) ($4,216) ($4,216)
    Adjustments to reconcile net income (loss)
    to net cash provided / (used) by operations:
        Depreciation & Amortization 13,069 13,069
        Change in fair market value of interest rate swaps (183) (183)

 Change in funded status of employee benefit plans 0
 Loss on disposal of fixed assets 92 92

        Changes in assets and liabilities:
          Accounts receivable 2,621 2,621
          Other current assets (3,377) (3,377)
          Other assets (40) (40)
          Accounts payable 4,184 4,184
          Other current liabilities 996 996
          Other long term liabilities 370 370

Net cash provided/(used) by operating activities 13,516 0 13,516

INVESTING ACTIVITIES
    Purchase of property and equipment (77,471) (77,471)

Net cash used by investing activities (77,471) 0 (77,471)

FINANCING ACTIVITIES
    Repayment on 4.78% Senior Notes - 2011 (5,000) (5,000)
    Repayment on 5.45% Senior Notes - 2016 (3,000) (3,000)
    Repayment on US Bank Mortgage Notes (205) (205)
    Repayment on Senior Floating Notes (5,000) (5,000)

 Issuance on long term debt 70,000 125,000 195,000

Net cash provided / (used) by financing activities 56,795 125,000 181,795

Net cash increase (decrease) for the period (7,160) 125,000 117,840

Cash at beginning of period 81,041 81,041

Cash at end of period $73,881 $125,000 $198,881



(a)
Estimated for the 

12 months 
ended

OMB control No. 1902-
0043, pro forma for the 

12 months ended
12/31/2011 12/31/2011

Net Income ($4,216) ($4,216)

Add:
Interest on Long Term Debt 6,040 6,040
Depreciation 13,069 13,069
Other Interest Expense 0 6,250 6,250

  Total Interest Expense 19,109 6,250 25,359

Federal and State Income Taxes 0 (b) 0 0

Income before Interest and Income Taxes 14,893 6,250 21,143

Computation of Interest Coverage

Income before Interest and Income Taxes $14,893 $6,250 $21,143
Total Interest Expense $6,040 $6,250 $12,290

Interest Coverage 2.47 (c) 1.72

Southwest Power Pool
Interest Coverage Calculation

UNAUDITED

Federal Energy Regulatory Commission 
worksheet for computation of interest coverage

Adjustments to 
Reflect Proposed 

Transaction

(a)

(b) SPP is exempt from taxes under Section 501c(6) of the Internal Revenue Code.

(c)

This column represents a scenario where the proposed $125MM in loans are funded for twelve months.  Calculated interest 
expense includes only interest on existing debt and the $125MM loans. 

SPP's Board of Directors sets annually the administrative fee that is assessed to its members.  Per Section 8.4 of SPP's Bylaws 
that have been approved by FERC, the costs recovered under this fee shall include, but is not limited to operating costs, financing 
costs, debt repayment, and capital expenditures associated with the performance of SPP’s functions as assigned by the Board of 
Directors.

Footnotes



(a)

Estimated for 
the 12 months 

ended

OMB control No. 1902-
0043, pro forma for the 

12 months ended
12/31/2010 12/31/2010

Net Income ($1,076) ($1,076)

Add:
Interest on Long Term Debt 3,843 3,843
Depreciation 14,243 14,243
Other Interest Expense 0 6,250 6,250

  Total Interest Expense 18,086 6,250 24,336

Federal and State Income Taxes 0 (b) 0 0

Income before Interest and Income Taxes 17,010 6,250 23,260

Computation of Interest Coverage

Income before Interest and Income Taxes $17,010 $6,250 $23,260
Total Interest Expense $3,843 $6,250 $10,093

Interest Coverage 4 43 (c) 2 30

Southwest Power Pool
Interest Coverage Calculation

AUDITED

Federal Energy Regulatory Commission 
worksheet for computation of interest 

coverage

Adjustments to 
Reflect Proposed 

Transaction

Interest Coverage 4.43 (c) 2.30

(a)

(b) SPP is exempt from taxes under Section 501c(6) of the Internal Revenue Code.

(c)

This column represents a scenario where the proposed $125MM in loans are funded for twelve months.  Calculated interest 
expense includes only interest on existing debt and the $125MM loans. 

SPP's Board of Directors sets annually the administrative fee that is assessed to its members.  Per Section 8.4 of SPP's Bylaws 
that have been approved by FERC, the costs recovered under this fee shall include, but is not limited to operating costs, financing 
costs, debt repayment, and capital expenditures associated with the performance of SPP’s functions as assigned by the Board of 
Directors.

Footnotes




