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MOTION FOR LEAVE TO INTERVENE AND REQUEST FOR DISCOVERY OF 
SOUTHWEST POWER POOL, INC. 

  

Pursuant to 17 NMAC 1.2.26, Southwest Power Pool, Inc. (“SPP”) files this Motion for leave 

to Intervene and Request for Discovery and moves the New Mexico Public Regulation Commission 

(“Commission”) for leave to intervene and for expansion of the service lists, and requests each party 

hereto to serve all discovery requests and responses on undersigned counsel in this proceeding.  As 

grounds for a motion SPP states as follows: 

1. SPP is a Federal Energy Regulatory Commission-approved Regional Transmission 

Organization (“RTO”).  It is an Arkansas non-profit corporation with its principal place of business 

in Little Rock, Arkansas.  SPP currently has 69 Members in nine states, (including Southwestern 

Public Service Company in New Mexico) and serves more than 5 million customers in a 370,000 

square-mile area.  Its Members include 14 investor-owned utilities, 11 municipal systems, 13 

generation and transmission cooperatives, 4 state agencies, 9 independent power producers, 10 

power marketers, and 8 independent transmission companies. 

As an RTO, SPP is a Transmission Provider currently administering Transmission Service 



 2

over 48,000 miles of transmission lines covering portions of Arkansas, Kansas, Louisiana, Missouri, 

Nebraska, New Mexico, Oklahoma, and Texas.   

2. On February 4, 2013, Southwestern Public Service Company (“SPS”) filed its Interim 

Report to continue its participation in the SPP RTO.  Pursuant to the New Mexico Public Regulation 

Commission’s Final Order Approving Certification of Stipulation issued on February 2, 2010 in 

Case No. 07-00390-UT, SPS was authorized to participate in the SPP RTO on an interim basis.  

 SPS was required to file with the Commission an Interim Report regarding SPS’s continued 

participation in the SPP RTO two years prior to the expiration of the five-year interim period. 

SPP is not currently, and will not be, adequately represented by any other party in this 

proceeding and may be bound or adversely affected by the Commission’s actions herein.  SPP 

respectfully submits that it has a substantial and vital interest in the subject matter of this proceeding 

and seeks to intervene to examine and present evidence and argument concerning relevant issues in 

this proceeding.  SPP therefore requests that it be allowed intervene in this proceeding with full 

rights as a party hereto. 

3. SPP intends to file Direct Testimony of Carl A. Monroe, SPP Senior Vice President 

and Chief Operating Officer, providing information about SPP, its services and stakeholder process. 

 Because such testimony will provide information that may be helpful in evaluating the SPS Interim 

Report, SPP respectfully requests permission to file its testimony promptly, which is attached hereto 

as Exhibit A.  

4. Pursuant to 17 NMAC 1.2.28, all orders, pleadings, discovery, requests, objections, 

and requests made by any party in this proceeding should be served on SPP. Accordingly, SPP 

requests that the following authorized representatives be added to the official service list and 

provided service in this proceeding: 
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Erin E. Cullum John T.L. Grubesic 
SOUTHWEST POWER POOL, INC. Post Office Box 25483 
201 Worthen Drive Albuquerque, New Mexico 87125 
Little Rock, AR 72223 (505) 247-1541 (Telephone) 
(501) 688-2503 (Telephone) (505) 242-1696 (Facsimile) 
(501) 482-2022 (Facsimile) Email: john@kgslawfirm.com 

 Email:  ecullum@spp.org   
 

WHEREFORE, in consideration of the foregoing, SPP prays (1) for leave to intervene in 

and become a party to this proceeding, (2) to receive all discovery, and (3) for such other and further 

relief as this Commission deems just and proper. 

                                                                                      
            Respectfully submitted, 

 
 
                                                                                                                                                
                                                                                         John T.L. Grubesic 
                                                                                         Post Office Box 25483 
                                                                                         Albuquerque, New Mexico 87125-0483 
                                                                                         (505) 465-9445 
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Q.  PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 1 

A. My name is Carl A. Monroe.  My business address is 201 Worthen Drive, Little Rock, 2 

AR 72223. 3 

Q. BY WHOM AND IN WHAT CAPACITY ARE YOU EMPLOYED? 4 

A. I am employed by Southwest Power Pool, Inc. (“SPP”) as Executive Vice President and 5 

Chief Operating Officer. 6 

Q. WHAT ARE YOUR DUTIES AND RESPONSIBILITIES IN YOUR CURRENT 7 

POSITION? 8 

A. I am responsible for the implementation and management of a regional operations center 9 

(including oversight of engineering, information technology and security operation), for 10 

regional transmission tariff administration for the SPP Open Access Transmission Tariff 11 

(“OATT” or “Tariff”), and for the development, analysis, and operation of all markets.  I 12 

also oversee staff support for all SPP technical organizational groups. 13 

Q. PLEASE SUMMARIZE YOUR EDUCATIONAL AND PROFESSIONAL 14 

BACKGROUND. 15 

A. I earned a Bachelor’s Degree in Electrical Engineering from Auburn University.  Prior to 16 

being named Executive Vice President and Chief Operating Officer of SPP, I served as 17 

SPP’s Vice President of Operations and, before that, as Director of Operations and 18 

Manager of Information Technology.  I formerly was employed with Entergy 19 
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Corporation and Union Electric (d/b/a Ameren) in various management, engineering and 1 

operations positions.  I am a professional engineer registered in the State of Missouri. 2 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY 3 

A. Pursuant to the Uncontested Stipulation filed in Case No. 09-00390-UT on September 17, 4 

2009 and approved by the New Mexico Public Regulation Commission in a Final Order 5 

Approving Certification of Stipulation issued on February 2, 2010, the Southwestern 6 

Public Service Company (“SPS”) authorizing interim approval for SPS’s participation in 7 

the SPP Regional Transmission Organization (“RTO”).  The Certification of Stipulation, 8 

entered in Case No. 09-00390-UT on December 21, 2009, found that “the transfer of its 9 

New Mexico retail load to the SPP Regional OATT is consistent with the Commission’s 10 

regulatory principles and practices.”  The Certification of Stipulation also determined that 11 

the evidence showed that SPS’s participation in SPP “provides substantial cost savings 12 

and operational efficiencies that benefit SPS’s New Mexico retail customers and is in the 13 

public interest.”   14 

 The Uncontested Stipulation requires that two years before the conclusion of the five-15 

year interim period that SPS will file with the Commission an Interim Report regarding 16 

SPS’s continued participation in the SPP RTO.  My testimony is intended to provide 17 

additional information about SPP, its services, stakeholder process and administrative 18 

fee. 19 
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A. SPP PROVIDES A NUMBER OF SERVICES AND VALUE TO ITS MEMBERS 1 
 2 

Q. PLEASE GIVE A BRIEF SUMMARY OF SPP’S ORGANIZATION AND 3 

OPERATIONS. 4 

A. SPP came into existence in 1941, when eleven (11) companies joined together voluntarily 5 

to serve critical national defense needs during World War II.  When the war ended in 6 

1945, SPP’s Executive Committee decided the organization should be retained to further 7 

the benefits of the coordinated operation of their electric systems.  As a result of the 8 

Northeast power interruption in late 1965, a number of reliability councils were 9 

organized, and in 1968, SPP joined with twelve (12) other entities to form the National 10 

Electric Reliability Council, now known as the North American Electric Reliability 11 

Corporation (“NERC”).  SPP incorporated as a non-profit corporation in 1994. 12 

 SPP is a Federal Energy Regulatory Commission (“FERC”) approved RTO.  It is an 13 

Arkansas non-profit corporation with its principal place of business in Little Rock, 14 

Arkansas.  SPP currently has 69 members in nine states and serves more than 6 million 15 

households in a 370,000 square-mile area.  SPP’s members include 14 investor-owned 16 

utilities, 11 municipal systems, 13 generation and transmission cooperatives, 4 state 17 

agencies, 9 independent power producers, 10 power marketers and 8 independent 18 

transmission companies.  SPP, in its role as an RTO, currently administers transmission 19 

service over 48,000 miles of transmission lines covering portions of Arkansas, Kansas, 20 

Louisiana, Missouri, Nebraska, New Mexico, Oklahoma, and Texas.  These services 21 
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include reliability coordination, tariff administration, regional scheduling, transmission 1 

expansion planning, market operations, compliance, and training.        2 

Q. DOES SPP OWN TRANSMISSION? 3 

A. No.  SPP does not own electric generation or transmission infrastructure.  Ownership of 4 

transmission facilities resides with SPP’s transmission owner members, like SPS.  SPP’s 5 

members transfer operational control by placing their facilities under the SPP Tariff.  In 6 

compliance with state, regional and federal standards, SPP independently monitors the 7 

wholesale electric grid within its region, 24 hours a day, 365 days a year to ensure 8 

electric reliability and coordinate regional response to emergencies.             9 

Q. PLEASE EXPLAIN THE OPERATIONAL STRUCTURE OF SPP. 10 

A. As an RTO, SPP operates independently from transmission owners, power generators, 11 

power marketers, electric distributors, and end-users, thereby assuring that SPP complies 12 

with its regulatory mandate to provide non-discriminatory transmission service and 13 

markets to all transmission customers and market participants.  SPP’s revenue is derived 14 

through Tariff fees and member assessments in an amount sufficient to cover operating 15 

costs, capital expenditures, financing, and debt service costs.  The SPP Tariff is subject to 16 

regulatory approval by FERC and sets forth terms and conditions under which SPP 17 

provides transmission services to its customers, establishes procedures to interconnect 18 

new generation resources with the transmission grid, establishes an Open Access Same-19 

Time Information System (“OASIS”) to provide publicly available electronic information 20 

concerning the transmission system, and establishes terms and conditions by which SPP 21 
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provides and charges for ancillary services.  Tariff and member assessment rates are 1 

established by the SPP Board of Directors (“SPP Board”) based on budgeted cash 2 

expenditures and estimated load within SPP’s member systems.  3 

 In essence, SPP is a “pass-through” entity seeking to provide maximum service to 4 

members and customers at a minimum cost, thus providing value to their customers.  5 

Members pay an annual membership fee and are assessed for costs on a monthly basis 6 

according to a pro-rata formula in SPP’s Bylaws.  If a member fails to fulfill its 7 

obligation to meet any SPP invoice, provisions in the Bylaws allow the defaulted cost to 8 

be included in future Tariff and member assessment rates, such that SPP remains solvent.  9 

 SPP Members are free to end their membership in SPP with no less than one year’s notice 10 

subject to receiving necessary federal and state regulatory approvals, but the SPP Bylaws 11 

and SPP Membership Agreement provide that they are still responsible for any liabilities 12 

incurred during the period of their membership. 13 

Q. WHAT ARE THE COSTS ASSOCIATED WITH SPP MEMBERSHIP? 14 

A. Pursuant to Section 8.2 of the SPP Bylaws, all SPP members pay an annual fee of $6,000.  15 

In addition, there is an SPP Administration Charge, commonly referred to as the SPP 16 

“Administrative fee,” is the charge to transmission service customers under Schedule 1-A 17 

of the SPP Tariff for the provision of tariff administration service by SPP.  The purpose 18 

of this charge is to recoup costs incurred by SPP in carrying out its responsibilities under 19 

the Tariff.  These charges are currently applied to the SPP Transmission Service provided 20 

to SPS.   21 
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 As set forth in Schedule 1-A of the SPP Tariff, SPP bills SPS, as well as every other SPP 1 

Member and SPP Customer, the following Administration fee:   2 

 Service for Point to Point Transmission is billed at the rate of $0.35 per megawatt hour of 3 

reserved service.  Therefore, the Administrative fees for Point to Point Transmission 4 

Service would be equal to the number of megawatt hours in a given month multiplied by 5 

the rate of $0.35.   6 

 Network Transmission Service is also billed at the rate of $0.35 per megawatt hour of 7 

reserved service based on the Member or Customer’s prior calendar year average 8 

monthly coincident peak load.  Therefore, the monthly Administrative fees for Network 9 

Transmission would be equal to the average monthly coincident peak load for that entity 10 

based on the prior calendar year multiplied by the rate of $0.35. 11 

 SPP Members are also billed at the rate of $0.35 per megawatt hour for all load they 12 

service within SPP, but not with SPP Transmission Service (i.e., grandfathered 13 

agreements).  Therefore, the monthly Administrative fees would be equal to the number 14 

of megawatt hours for all load serviced in SPP that is not with SPP Transmission Service 15 

multiplied by the rate of $0.35. 16 

 It is through the annual membership fee and the Administrative Fee that SPP is able to 17 

provide all of its services to its members, including SPS.  Because SPP can provide 18 

services on a regionalized basis, this creates efficiencies for its members in reduced costs, 19 

staffing and resources.  The benefits that SPP provides outweighs the costs SPP members 20 

pay.                        21 
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Q. WHAT SERVICES DOES SPP PROVIDE? 1 

A. The primary services SPP provides are among the following: reliability coordination, 2 

tariff administration, regional scheduling, transmission expansion, market operations, 3 

compliance and training.  SPP is able to provide these services on a regionalized, cost-4 

efficient basis. 5 

Q. WHAT ARE THE RELIABILITY COORDINATION SERVICES THAT SPP 6 

PROVIDES? 7 

A. SPP’s reliability coordinators monitor the wholesale electric grid, similar to how air 8 

traffic controllers monitor airspace.  Even though SPP doesn’t own the electric 9 

transmission grid; SPP monitors the wholesale grid 24 hours a day and 7 days a week, 10 

looking for congestion on the lines or major interruptions and taking action to correct the 11 

problem.  SPP’s computer models update with tens of thousands of data points per 12 

second to monitor the health of the grid, such as lines in service, generators operating, 13 

and voltage levels.  The models constantly run “what if” scenarios to ensure the grid is 14 

always able to withstand the next worse contingency.  Since utilities still have the 15 

responsibility for retail service, SPP doesn’t monitor the lower-voltage distribution lines 16 

that are owned by the utilities and that go to homes and businesses.  SPP’s reliability 17 

coordinators follow rigorous rules and regulations contained in more than 1,300 pages of 18 

reliability standards. 19 

Q. PLEASE EXPLAIN WHAT SPP DOES AS A REGIONAL TARIFF 20 

ADMINISTRATOR? 21 
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A. SPP provides "one-stop shopping" for use of the region's transmission lines, which are 1 

owned by different companies that “rent” use of the lines to various entities.  Sending 2 

power from a generator to customers may require the use of lines owned by multiple 3 

parties that each impose a fee.  SPP simplifies the transmission service process by 4 

handling each request from beginning to end under a single set of rules and rates.  5 

Customers make just one transmission service reservation rather than having to contact 6 

multiple parties to request service under differing rules and rates.  SPP collects and 7 

returns revenues for these transactions to transmission owners.  SPP is independent in 8 

that it doesn’t favor one utility or another when processing transmission requests.  9 

 SPP’s Tariff regulates use of the transmission grid.  The Tariff is approved by FERC and 10 

has consistent rates, terms, and conditions for all transactions.  In offering and 11 

administering transmission service, SPP proposes pricing and modifications to Tariff 12 

rates to FERC on behalf of its members. The Tariff rates are designed to recover full cost 13 

of service.  Additionally, SPP provides ancillary services as required by FERC, including 14 

making available to its members detailed scheduling protocols and service procedures 15 

related to the Tariff.  16 

 During 2011, transactions between participants in the transmission services market 17 

totaled $945 million.  SPP processes over 9,000 transmission service requests per month. 18 

Q. WHAT IS REGIONAL TRANSACTION SCHEDULING? 19 

A. SPP ensures that the amount of power sent over the transmission grid is coordinated and 20 

matched with power received.  When an entity reserves transmission service, it is like 21 
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buying an airline ticket, which reserves a seat on the plane.  When an entity reserves 1 

transmission service, it is reserving capacity on the transmission line.  The customer 2 

specifies the desired priority, time frame, source (origination), sink (destination), and 3 

capacity.  If there is sufficient capacity on the transmission line, the SPP tariff 4 

administrator will approve the request for transmission service.  5 

 After the entity buys or sells the transmission, a “NERC Tag” is generated.  The tag is 6 

similar to a boarding pass.  The tariff administrator will not approve the tag if it is 7 

improperly reserved.  Then a schedule is created from the tag.  Having the schedule 8 

approved is like sitting on the plane.  All parties have fulfilled their part of the contract.  9 

Once the schedule is approved, generators begin to move to provide energy for the 10 

transaction.  This scheduling service includes SPP’s validation of the use of the SPP 11 

Tariff as well as determination of the schedule responsibility of the SPP members.       12 

Q. PLEASE DESCRIBE THE TRANSMISSION EXPANSION PLANNING 13 

SERVICES THAT SPP PROVIDES TO ITS MEMBERS. 14 

A. One of SPP’s responsibilities is to create regional transmission expansion plans.  SPP 15 

works with its members to determine what new transmission infrastructure is needed in 16 

the short- and long-term to maintain electric reliability and provide economic benefit.  17 

SPP’s services include near-term to long-term planning of the transmission system to 18 

meet reliability and economic needs, issuing notices to construct the system per the plans, 19 

and development and implementation of cost allocation methodologies to ensure 20 

appropriate recovery by the constructing and managing utilities.  The projects will 21 
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improve the regional electric grid by reducing congestion on the power lines, better 1 

integrating SPP’s east and west regions, improving SPP members’ ability to deliver 2 

power to customers, and facilitating the addition of new renewable and non-renewable 3 

generation to the electric grid. 4 

 SPP does not build transmission; however, its Tariff contains rules that govern 5 

transmission construction by members.  SPP works with its members to create planning 6 

models and studies to determine what new transmission will be needed to maintain 7 

reliability and provide economic benefit into the future.  SPP's transmission planning 8 

processes seek to identify system limitations, develop transmission upgrade plans, and 9 

track project progress to ensure timely completion of system reinforcements.  Rather than 10 

looking at the needs of just one member, SPP assesses needs from a larger, regional 11 

perspective, to try to determine what new transmission infrastructure would provide the 12 

most benefit to the most members, greater than its costs. 13 

Q. CAN YOU PROVIDE MORE DETAILS ON SPP’S CURRENT TRANSMISSION 14 

PLANNING PROCESS?  15 

A. Historically, the transmission system was designed primarily to serve local systems.  The 16 

location of generation drove the majority of investment in transmission.  Historical 17 

planning involved trade-offs between generation and transmission within a service area, 18 

and generally involved transmission needs assessments to minimally meet reliability 19 

objectives on a utility-by-utility basis.  Limitations in transmission system capacities have 20 
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significantly constrained the optimal utilization of the region’s capital-intensive 1 

generation assets.  2 

 In 2009, SPP began its Integrated Transmission Planning (“ITP”) process to assess the 3 

entire footprint’s transmission needs over the long- and near-term.  The ITP process is an 4 

iterative three-year cycle that promotes transmission investments that will meet 5 

reliability, economic, and public policy needs expressed by its members, and reflects well 6 

on SPP’s member-driven focus.  7 

 The ITP process yielded its first major dividends in January 2012, when the SPP Board 8 

approved more than $1.7 billion worth of transmission expansion projects to maintain a 9 

reliable supply of electricity across the region.  The SPP Board approved a near-term plan 10 

for $251 million in new transmission projects – expected to be constructed over the next 11 

five years – and a 10-year plan (“ITP10”) for an estimated $1.5 billion of projects. The 12 

ITP10 plan is expected to provide $834 million in net regional savings over 40 years.  13 

 The ITP10 assessment’s project portfolio is expected to mitigate more than 61 reliability 14 

issues, enable the 9 states in SPP’s footprint to meet their renewable targets or policy 15 

requirements while reducing carbon dioxide emissions, and provide regional energy 16 

savings that allow utilities to more economically supply their customers’ needs.  The plan 17 

calls for 786 miles of 345 kV lines, 124 miles of 230 kV lines, and 15 transformers.  18 

 In June 2010, FERC approved the Highway/Byway method of sharing costs for new 19 

electric transmission in the SPP region.  This approach, which assigns costs of high-20 

voltage transmission regionally and lower-voltage locally, will help SPP and its members 21 
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build a stronger transmission grid that will benefit the entire region.  As described in 1 

Section B below, Highway/Byway is the result of years of incremental work by SPP’s 2 

Regional State Committee (“RSC”).  The Highway/Byway cost allocation applies to 3 

transmission expansion projects approved by the SPP Board of after June 19, 2010. 4 

Q. PLEASE DESCRIBE THE MARKET SERVICES THAT SPP PROVIDES. 5 

A. SPP facilitates a wholesale energy market, called the Energy Imbalance Service (“EIS”) 6 

Market in which competing generators and suppliers offer electricity to customers.  In the 7 

EIS market, participants buy and sell wholesale electricity in real-time.  When a utility 8 

requires more energy than it scheduled, the market provides the utility another option to 9 

buy the "extra" energy at real-time prices to meet its demand.  This market helps ensure 10 

the most economic generating resources are used to maintain system reliability.  SPP 11 

monitors the balance of supply and demand, and ensures that the least expensive power is 12 

used to serve load as long as reliability is met.  In 2008, it was determined that the 13 

benefits of the EIS market in the first 12 months of operation totaled $103 million for the 14 

SPP Region.  In 2012, a new study of the net benefits of the EIS Market was developed 15 

that determined that in the year 2011, the net value of the EIS Market totaled $173 16 

million for the SPP Region.  SPP’s wholesale energy market transactions in 2011 totaled 17 

$1.28 billion.   18 
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 SPP is developing new energy markets, called the Integrated Marketplace, expected to 1 

conservatively generate an additional $100 million in average net savings per year for the 2 

SPP footprint after the markets are implemented in March of 2014.1  3 

 As described above, SPP also facilitates a transmission market in which participants buy 4 

and sell the use of regional transmission lines that are owned by different parties, with 5 

transactions totaling $945 million in 2011. 6 

Q. PLEASE DESCRIBE THE COMPLIANCE ENFORCEMENT SERVICES THAT 7 

SPP PROVIDES. 8 

A. SPP serves as a Regional Entity (“RE”) of NERC.  The SPP RE is responsible for 9 

ensuring that users, owners, and operators of the bulk transmission system comply with 10 

NERC reliability standards.  The SPP RE also creates regional reliability standards with 11 

input from those users, owners, and operators.  The SPP RE is authorized to levy 12 

financial sanctions for failure to comply with FERC-approved NERC and SPP reliability 13 

standards.  14 

Q. YOU STATED THAT SPP PROVIDES TRAINING SERVICES.  PLEASE 15 

EXPLAIN THE TRAINING SERVICES THAT SPP PROVIDES. 16 

A. SPP offers continuing education for operations personnel at SPP and its members 17 

throughout the region.  In 2011, the SPP training program awarded approximately 20,800 18 

continuing education hours to 835 operators from 25 member organizations.  The training 19 

                                                 
1 Due to the decrease in gas prices, the benefits of the Integrated Marketplace were re-estimated at $40 million in 
average net savings per year for the SPP footprint after the Integrated Marketplace is implemented in March 1, 2014. 
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program conducts regional black start drills, in which SPP simulates the entire region 1 

going dark.  Member operators can log in from their offices or on site at SPP and practice 2 

bringing the grid back online.  The Organization offers a number of other training classes 3 

that help its members’ operators maintain their NERC certifications. 4 

Q. WHAT OTHER SERVICES DOES SPP PROVIDE? 5 

A. SPP provides facilitation services for its members.  There are over 350 stakeholders 6 

involved in SPP’s organizational structure of committees, working groups, and ad-hoc 7 

task forces.  Any and all opinions of the stakeholders are considered in organizational 8 

group meetings.  The rosters for SPP’s organizational groups match the diversity of the 9 

membership, requiring representatives from across the footprint and recognizing different 10 

member types and sizes. SPP facilitates the meetings and robust stakeholder process 11 

described herein in Section B. 12 

 In addition, SPP grants each member organization access to its books and records as 13 

necessary to verify compliance by SPP with the membership agreement.  SPP also 14 

complies with the reporting requirements of federal and state regulatory authorities 15 

subject to standards of conduct as established by the FERC.  Other valuable services SPP 16 

provides include reserve sharing group services, compliance pre-audit services, 17 

emergency assistance and coordination of transmission models. 18 

Q. WHAT ARE THE PRIMARY SOURCES OF MEMBERSHIP VALUE? 19 
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A. There are two fundamental sources of value created through membership in the SPP 1 

RTO.  First, the RTO structure optimizes the coordination of power generation, 2 

transmission and market systems by establishing a broad, regional platform in which such 3 

resources are optimized.  As a result, there is a substantial increase in efficiency through 4 

region-wide integration and management of utility assets.  5 

 Second, regionalization produces economies of scale that allow SPP to provide 6 

centralized services, support and coordination to member companies at a lower unit cost 7 

than members (or Balancing Authorities) can achieve on an isolated basis.  The savings 8 

realized by the SPP economies of scale can be documented across all functional areas.  9 

B. SPP HAS A UNIQUE CULTURE AND GOVERNANCE STRUCTURE THAT 10 
PROVIDES DELEGATED AUTHORITY TO ITS RETAIL REGULATOR GROUP 11 

 12 

Q. ARE THERE ADDITIONAL BENEFITS THAT ARE UNIQUE TO THE SPP 13 

RTO-STRUCTURE? 14 

A. Yes.  SPP has a unique culture and governance structure for an RTO.  SPP is member-15 

driven and comprised of a large number of stakeholder-populated committees, working 16 

groups and task forces that develop, through achievement of consensus, the policies that 17 

SPP implements.  The meetings of these groups are open to the public and agendas and 18 

materials are provided via the SPP website.  As a member of the SPP RTO, SPS has 19 

membership rights and voting privileges that go beyond merely advisory roles.  SPP’s 20 

members have both the right and obligation to provide policy positions to the SPP Board 21 

and its Members Committee for consideration and approval.  On all SPP committees 22 
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other than the Oversight Committee, the SPP members hold the majority of the voting 1 

strength.  SPP members also have a full membership representation committee called the 2 

Market and Operations Policy Committee (“MOPC”) that provides decisional and 3 

advisory functions to the SPP Board.  This group of members has authority over SPP 4 

Business Practices and Market Protocols, thereby giving the members of SPP direct 5 

authority over the operations and planning within SPP. 6 

 SPP places great importance on its stakeholder process and its relationship with its 7 

members, regulators, and other stakeholders.  SPP is truly a “member-driven” 8 

organization, which means that our members determine SPP policy and take part in major 9 

decisions and plans for the future.   10 

 Additionally, a unique stakeholder group is the SPP RSC, which is comprised of retail 11 

regulators across the SPP footprint; and has its own working group, the Cost Allocation 12 

Working Group (“CAWG”), which is made up of staff members of the retail regulatory 13 

authorities.  The SPP RSC actively engages in a broad range of issues where SPP has 14 

ceded authority, including transmission planning and cost allocation, resource adequacy, 15 

allocation of transmission rights, and market evolution issues.  Unlike counterpart 16 

committees in other RTO regions, the SPP RSC may direct SPP to submit FERC Section 17 

205 filings to effectuate regional changes proposed by the SPP RSC.  I believe that one of 18 

the strongest qualitative benefits of SPP to its regulators and its stakeholders is the RSC.  19 

The RSC is an active and important part of the SPP stakeholder process, providing 20 

collective retail regulatory agency input on matters of regional importance related to the 21 

development and operation of bulk electric transmission.  The retail regulator’s role and 22 
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opportunity to participate in the SPP stakeholder process through the RSC is well-1 

defined.  Under the SPP Bylaws and RSC Bylaws, the RSC has explicit and significant 2 

authority in essential areas, including transmission planning, cost allocation and resource 3 

adequacy, plus it has the right to direct SPP to make Section 205 filings at FERC.  4 

Chairman Lyons represents the New Mexico Public Regulation Commission on the SPP 5 

RSC. 6 

Q. PLEASE ELABORATE ON THE AUTHORITIES OF THE RSC. 7 

A. Article 7 of the SPP Bylaws explicitly extends to state regulatory agencies specific rights 8 

and authority over matters including the administration and planning of the SPP 9 

transmission system.  As a result, the RSC has played, and continues to play, a significant 10 

role in establishing transmission planning and cost allocation policy and retains primary 11 

responsibility for determining regional proposals concerning:  (i) whether and to what 12 

extent participant funding will be used for transmission enhancements; (ii) the rate 13 

structure for SPP’s regional access charge (e.g., postage stamp or license plate); (iii) 14 

allocation of Financial Transmission Rights (“FTRs”), where a locational price 15 

methodology is used; and (iv) transition mechanisms to be used to ensure that existing 16 

firm customers receive FTRs equivalent to the customer’s existing firm rights.2  In 17 

addition, the RSC determines the approach for resource adequacy across the entire region 18 

and, with respect to transmission planning; the RSC determines whether transmission 19 

upgrades for remote resources will be included in the regional transmission planning 20 

                                                 
2 SPP Bylaws, Article 7.2, available at:  
http://www.spp.org/publications/Current%20Bylaws%20and%20Membership%20Agreement%20Tariff.pdf. 
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process and the role of transmission owners in proposing transmission upgrades in the 1 

regional planning process.   2 

 Once the RSC determines a methodology to address any of the above issues, SPP is 3 

required to file such proposal with FERC, retaining the right to submit an alternative 4 

proposal.  SPP’s specific grant of authority to the RSC as part of SPP’s open and 5 

transparent stakeholder process is further strengthened by the RSC having its own distinct 6 

FERC Section 205 filing rights under SPP’s Tariff.  In addition to retail regulator 7 

involvement in the SPP process through the RSC, the CAWG is an RSC working group 8 

comprised of staff members from each state commission or review board who provide 9 

invaluable input to the RSC, as well as the SPP stakeholder process.   10 

Q. CAN YOU PROVIDE SOME EXAMPLES OF THE RSC’S INVOLVEMENT AND 11 

IMPACT WITHIN SPP? 12 

A. Yes.  The RSC was the key decision maker in developing and approving cost allocation 13 

mechanisms that have been used by SPP since obtaining RTO status from FERC.  In 14 

2005, in its first major effort after its formation, the RSC developed and approved the 15 

Reliability Base Plan Funding mechanism, for reliability upgrades in which one-third 16 

(1/3) of transmission expansion costs are regionally funded and two-thirds (2/3) of the 17 

costs are assigned to the zone(s).  In 2008, the RSC developed and approved an approach 18 

for much needed economic upgrades known as the Balanced Portfolio Funding 19 

mechanism.  This mechanism provided an avenue for a select group of economic projects 20 

having a balanced benefit to be regionally funded. Then, in 2009, the RSC continued the 21 
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evolution and development of cost allocation with their leadership which led to the 1 

approval of the Highway/Byway cost allocation methodology.  2 

Q. CAN YOU PROVIDE SOME OTHER EXAMPLES OF THE ROLE OF THE RSC 3 

AND ITS IMPACT ON SPP POLICY OUTSIDE OF COST ALLOCATION? 4 

A. Yes.  The RSC sponsored the study on the costs and benefits of SPP’s EIS Market and 5 

the development of Integrated Marketplace, which will include SPP’s day-ahead market.  6 

These studies were material considerations within the SPP stakeholder process to proceed 7 

with the implementation of these markets.   8 

Q. PLEASE ELABORATE ON THE RSC’S AUTHORITY WITH RESPECT TO 9 

COST ALLOCATION, BY EXPLAINING THE CURRENT STATUS OF THE 10 

“REGIONAL COST ALLOCATION REVIEW” THAT THE RSC WILL 11 

UNDERTAKE IN 2013.   12 

A. One of the major areas of impact for the RSC is the “Regional Cost Allocation Review”.  13 

When FERC approved the Highway/Byway proposal developed by the RSC for the SPP 14 

region, FERC also approved a requirement that the impacts of the Highway/Byway be 15 

reviewed at least every three years.  Specifically, the Tariff requires that the MOPC and 16 

RSC define the analytical methods to be used in this review.  The first review is 17 

scheduled to occur this year and will include the application of the Highway/Byway 18 

methodology to Priority Projects.   19 
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Q. DOES THIS CONCLUDE YOUR TESTIMONY? 1 

A. Yes.2 
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