
 

 
 

November 1, 2013 

 

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. ER14-____ 
 
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”)1 in order to increase the rate cap for its Tariff 
Administration service charge (“Administration Charge”).  SPP requests an effective date 
of January 1, 2014 for the proposed revisions to Schedule 1-A, which will enable SPP  to 
recover its revenue requirements based on the 2014 projected budget.  SPP requests an 
effective date of January 1, 2014 for the Tariff revisions proposed herein. 

 
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.2 As 
demonstrated below and through the attached testimony and exhibits of Mr. Thomas P. 
Dunn, Vice President and Chief Financial Officer of SPP, increasing the Administration 
Charge rate cap is necessary to ensure that SPP can establish an Administration Charge 
that will enable SPP to recover its tariff administrative costs in 2014. 

                                                 
1  Southwest Power Pool, Inc., FERC Electric Tariff, Sixth Revised Volume No. 1. 

2  See Sw. Power Pool, Inc., Letter Order, Docket No. ER12-277-000 (“2011 
Letter”) (Dec. 14, 2011). See also Sw. Power Pool, Inc., Letter Order, Docket No. 
ER08-1338-000 (“2008 Letter”) (Sept. 18, 2008). 
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I. BACKGROUND 
 
A. SPP Operations 

 
 SPP is a Commission-approved Regional Transmission Organization 
(“RTO”).3      It is an Arkansas non-profit corporation with its principal place of 
business in Little Rock, Arkansas.  SPP has 74 Members, including 14 investor-
owned utilities, 11 municipal systems, 13 generation and transmission cooperatives, 4 
state agencies, 11 independent power producers, 12 power marketers and 9 
independent transmission companies. As an RTO, SPP administers open access 
Transmission Service over approximately 48,930 miles of transmission lines covering 
portions of Arkansas, Kansas, Louisiana, Missouri, Nebraska, New Mexico, 
Oklahoma, and Texas, across the facilities of SPP’s Transmission Owners, 
administers a centralized real-time energy imbalance service market,  and has 
received conditional Commission approval to implement day ahead and real-time 
energy and operating reserve markets with locational marginal pricing and market-
based congestion management, which SPP plans to commence in March 2014.   
 

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.  The SPP Finance Committee reviews 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 rests with the 
SPP Finance Committee, which recommend such changes to the SPP Board, when 
necessary, to ensure SPP continues to be able to recover its costs. 

 
The Finance Committee approved the proposed Administration Charge rate 

cap of $0.39 on July 11, 20134 and recommended to the Board that it approved an 
increase in the fee cap.  In response to the Finance Committee recommendation, the 
Board approved the modification on July 30, 2013.5  
 

                                                 
3  See Sw. Power Pool, Inc., 109 FERC ¶ 61,009 (2004), order on reh’g, 110 

FERC ¶ 61,137 (2005). 

4  Exhibit No. SPP-5, Item No. 2 (Finance Committee Approval of Schedule 1-A 
Administration Charge Cap Increase). 

5  Exhibit No. SPP-6, Item No. 2 (Board Approval of Schedule 1-A 
Administration Charge Cap Increase). 
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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.6 

 
II. DESCRIPTION AND JUSTIFICATION FOR TARIFF REVISION 
 
 A. Overview 
 

In this filing, SPP proposes to increase the rate cap on its Administration 
Charge from $0.35 to $0.39 per MWh.  Administration Charges under this new rate 
cap would begin in January 2014.  The current Schedule 1-A rate cap of $0.35 per 
MWh has been in effect since 2012, 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 $0.35/MWh will no longer allow SPP to set an Administration 
Charge that completely recovers its administrative costs beginning in 2014. 

 
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 yearly 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. 

 
                                                 
6  The Commission has previously recognized that provisions approved through 

RTO stakeholder processes are due deference. See Sw. Power Pool, Inc., 127 
FERC ¶ 61,283, at P 33 (2009) (noting that the Commission “accord[s] an 
appropriate degree of deference to RTO stakeholder processes”); New Eng. 
Power Pool, 105 FERC ¶ 61,300, at P 34 (2003) (Commission approval of 
transmission cost allocation proposal based upon an extensive and thorough 
stakeholder process); Policy Statement Regarding Regional Transmission 
Groups, 1991-1996 FERC Stats. & Regs., Regs. Preambles ¶ 30,976, at 
30,872 (1993) (the Commission will afford the appropriate degree of 
deference to the stakeholder approval process). The Commission’s deference 
to RTO stakeholder processes has been upheld by the courts. See Pub. Serv. 
Comm’n of Wis. v. FERC, 545 F.3d 1058, 1062-63 (D.C. Cir. 2008) (noting 
that the Commission often gives weight to RTO proposals that reflect the 
position of the majority of the RTO’s stakeholders) (quoting Am.Elec. Power 
Serv. Corp. v. Midwest Indep. Transmission Sys. Operator, Inc., 122 FERC ¶ 
61, 083, at P 172 (2008)). 
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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,7 which is currently set at $0.35 per MWh.  This cap has been in effect since 
2012 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 for 2014 that fully recovers its annual revenue requirements.  The current rate 
cap for the Administration Charge is set at $0.35 per MWh. SPP’s budget forecasts 
for the 2014 calendar year and beyond indicate that a Schedule 1-A cap of $0.35 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 $0.39 so that SPP may fully recover its 
costs.8  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 2013 budgeting process for the 2014 calendar year.  The 
Finance Committee approved the 2014 budget on September 24, 2013 and the Board 
approved Finance Committee’s recommended budget on October 29, 2013. 

 
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 (“NITS”), the 
Administration Charge is determined using a customer’s coincident peak demand.  
The per MWh charge is the same for both NITS and Point-to-Point Transmission 
Service (“PTP”).9 

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

costs and revenues.  SPP’s costs for providing contract services to the Ohio Valley 

                                                 
7  See supra n. 2. 

8  Exhibit No. SPP-6, Item No. 2. 

9  See Tariff at Schedule 1-A.  
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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 PTP, NITS, bundled retail and grandfathered loads, and therefore also 
are not a cost recovered under the 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.10 The testimony of Tom Dunn 
(Exhibit No. SPP-1) and Exhibit No. SPP-2 provides an overview of SPP’s cash flow 
(debt service) methodology described herein. 

 
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 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.11 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.12  

 
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 

                                                 
10  Exhibit No. SPP-1 at 4 (Testimony of T. Dunn). 

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

12  Exhibit No. SPP-1 at 6-7 (Testimony of T. Dunn). 
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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.13  
Special attention is paid to determine the costs associated with significant capital 
expenditures and the ongoing maintenance of existing programs.14  Because SPP is a 
service-oriented enterprise, salaries and benefits generally comprise SPP’s largest 
single expense item.15  SPP’s budgeting process anticipates all necessary increases in 
staffing levels and growth of employee compensation and benefits costs.16 

 
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.17  The Board then reviews the recommendations 
of the Finance Committee and approves the budget and forecasts for the upcoming 
year and subsequent forecast years.18   

 
B. Calculation of Assessment Billing Units 
 
SPP’s Administration Charge is applied to both PTP and NITS 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 2013 will be used in the 
calculation of the 2014 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 2014 budgeted load of 348,179,835 MWh. This exercise should give SPP a 
reasonable estimate of billing determinant for the 2014 budgeted year.  

 
  

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

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

15   Id. 

16   Id. 

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

18   Id. 
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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 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 
 

SPP forecasts a 2014 net revenue requirement of $132,608,298.23  SPP 
forecasts total assessment billing units of 348,179,835 MWh. This translates to an 
Administration Charge of $0.381.24  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 assumption 

                                                 
19   Exhibit No. SPP-1 at 4 (Testimony of T. Dunn). 

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 Nos. SPP-5 and SPP-6 (Finance Committee’s and Board’s 
Approvals of Schedule 1-A Administration Charge Cap Increase). 

23  Exhibit No. SPP-2, Line 31 (SPP Projected Revenue Requirement Based on 
Cash Flow Method). 

24  Exhibit No. SPP-2, Line 35 (SPP Projected Revenue Requirement Based on 
Cash Flow Method). 
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that SPP will be nearly fully staffed.  In turn, this increase in staff also affects payroll 
taxes, which are captured in “Taxes Other Than Income Taxes.”  Maintenance 
expenses are increasing to fund maintenance contracts on SPP’s systems which 
support the Integrated Marketplace being implemented in March 2014.25  Interest 
expense is increasing due to additional borrowings to fund Commission mandated 
functions and SPP member requested functions.26 
 

Given that the current Schedule 1-A rate cap of $0.35 per MWh, SPP will 
experience a revenue shortfall beginning January 2014 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 $0.39, which should provide for full cost recovery through 
the 2014 year.  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. 

 
V. ADDITIONAL INFORMATION 
 

A. Information Required by Section 35.13 of the Commission’s 
Regulations, 18 C.F.R. § 35.1327 

(1) Documents submitted with this filing: 

In addition to this transmittal letter, the following documents 
are included with this filing: 
 

 Clean and Redline Tariff revisions under the Sixth Revised 
Volume No. 1 

 

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

26  Id. 

27  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-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 2014 Budget Incremental Positions 
 
 Exhibit No. SPP-5 Finance Committee’s Approval of 

Schedule 1-A Administration Charge Cap Increase 
 
 Exhibit No. SPP-6 Board’s Approval of Schedule 1-A 

Administration Charge Increase  
 

 (2) Effective Date: 
 

As discussed herein, SPP requests that the Commission accept 
the proposed Tariff revisions with an effective date of January 
1, 2014. The SPP Board approved the proposed 2014 
Administration Charge of $0.381, which is higher than the 
existing cap. Granting an effective date of January 1, 2014 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 meeting on July 30, 
2013. 
 

(5) Specifically assignable facilities installed or modified: 
 

  There are none. 
 

  



The Honorable Kimberly D. Bose 
November 1, 2013 
Page 10 

 

(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. 
 
(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: 

 
Nicole Wagner  
Manager–Regulatory Policy  
Southwest Power Pool, Inc. 
201 Worthen Drive 
Little Rock, AR 72223 
Telephone: (501) 688-1642 
Fax: (501) 482-2022  
jwagner@spp.org  

Matthew Harward 
Attorney 
Southwest Power Pool, Inc. 
201 Worthen Drive 
Little Rock, AR 72223 
Telephone: (501) 614-3560 
Fax: (501) 482-2022 
mharward@spp.org 
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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, 2014, so as to authorize SPP’s proposal to increase the cap on its 
Administration Charge to $0.39.  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. 
201 Worthen Drive 
Little Rock, AR 72223 
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. ER14-___-____ 
 

 
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 201 Worthen Drive, Little 2 

Rock, Arkansas, 72223.   3 

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

A. I am the Vice President and Chief Financial Officer (“CFO”) of Southwest Power 5 

Pool, Inc. (“SPP”). 6 

Q. Please summarize your educational and professional background. 7 

A. I received a Bachelor of Science degree in Business Administration from the 8 

University of Missouri at Columbia in 1987.  In 1994, I received a Master of 9 

Business Administration degree from the University of Missouri at Columbia.  I 10 

hold a Chartered Financial Analyst designation from the CFA Institute.  My 11 

professional experience began outside of the electric industry and includes 14 12 

years of experience in commercial banking.  In 2001, I started work at SPP as 13 

Vice President – Finance and assumed the title of CFO in 2003. 14 

Q. Please briefly describe your duties as CFO. 15 

A. I am responsible for all aspects of SPP’s financial operations, risk management 16 

operations, and tariff settlement functions.  Significant among these duties is 17 
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oversight of SPP’s budget, financial accounting, and rate setting processes.   1 

Ultimately, I ensure that SPP has sufficient resources to perform its duties as 2 

required by SPP’s members, customers, and regulators. 3 

Q. Have you previously testified before a regulatory commission? 4 

A. Yes, I have provided testimony to the Federal Energy Regulatory Commission 5 

(“Commission”) (see Docket Nos. ER08-1338-000, ER12-1179-000 and ER12-6 

277-000).  7 

Q. What is the purpose of your testimony in this docket? 8 

A. This testimony, identified as Exhibit No. SPP-1, will provide the rationale 9 

supporting SPP’s request to amend Schedule 1-A of its Open Access 10 

Transmission Tariff (“OATT” or “Tariff”) to increase the cap on SPP’s Tariff 11 

Administration service charge (“Administration Charge”) from $0.35 per MWh to 12 

$0.39 per MWh and to offer an explanation of the method used to determine the 13 

level of the cap. 14 

Q. What additional supporting evidence are you presenting? 15 

A. Exhibit No. SPP-2 represents the cash flow method SPP currently utilizes to 16 

determine SPP’s Administration Charge.  Exhibit No. SPP-3 contains a detailed 17 

statement of interest expenses less capitalized interest for the years 2013 and 18 

2014.  Exhibit No. SPP-4 contains the 2014 incremental staffing additions as 19 

compared to the 2013 forecast.  Exhibit No. SPP-5 contains the Approval of 20 

SPP’s Finance Committee to increase the Administration Charge cap.  Exhibit 21 

No. SPP-6 contains the approval of SPP’s Board to increase the Administration 22 

Charge cap.  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. The Administration Charge collected from transmission service customers under 5 

Schedule 1-A of the SPP Tariff is SPP’s only tariff-based funding mechanism to 6 

collect the costs of conducting its RTO functions.1   Although under SPP’s 7 

Bylaws the members of SPP backstop any under-recovery of costs by agreeing to 8 

pay all costs not otherwise collected, SPP members expect SPP to cover all of its 9 

costs by collecting the Administration Charge from customers. 10 

Q. What specific duties does SPP perform in its role as an RTO that are 11 

recovered under Schedule 1-A? 12 

A. SPP provides the following primary Tariff Administration Services to its 13 

members and customers: 14 

 Transmission Administration - SPP is a Commission regulated transmission 15 

provider and in this capacity SPP independently administers its OATT.  16 

Eligible customers can access the SPP-administered transmission system for 17 

transmission of electric power to wholesale customers. SPP ensures fair and 18 

open access to the transmission system for all customers. 19 

 Reliability Coordination - Throughout its footprint, SPP monitors power 20 

flows, anticipates problems and takes preemptive action to mitigate operating 21 

limit violations and assure reliable operation of the transmission system. 22 

 Regional Scheduling - SPP ensures that the amount of power delivered is 23 

                                                           
1  SPP does directly assign the costs of certain transmission study costs to customers. 
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coordinated and matched with power received. 1 

 Market Operations - SPP's Energy Imbalance Service market monitors and 2 

balances resources and loads and dispatches market resources within the limits 3 

of transmission constraints to provide market-based imbalanced energy at the 4 

lowest cost permitted within reliability limits. 5 

 Expansion Planning - SPP's planning process seeks to identify system 6 

limitations and develop transmission upgrades for increased capacity. 7 

Q. What costs are recovered through the Administration Charge? 8 

A. As provided in Schedule 1-A, SPP recovers 100% of its total Tariff administration 9 

expenses. 10 

Q. How does SPP calculate its Administration Charge? 11 

A. SPP’s Administration Charge is based on SPP’s approved annual budget, which is 12 

filed with the Commission on an information basis in accordance with the 13 

Commission’s directive in Sw. Power Pool, Inc., 109 FERC ¶ 61,010, at P 98 14 

(2004). 15 

Q. Describe the funding mechanism under Schedule 1-A. 16 

A. Each year, a rate is established by the SPP Board based on the upcoming year’s 17 

budget.  SPP prepares an annual budget projecting its expected expenditures and 18 

revenues for the upcoming year.  This budget serves as the basis for determining 19 

SPP’s net revenue requirement.  The net revenue requirement represents SPP’s 20 

forecasted cash outflows (excluding capital expenditures) reduced for all revenue 21 

SPP expects to collect from other sources (i.e. direct billing of study costs, 22 

contract services, NERC and pass-through regulatory fees, etc.).  SPP also 23 
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forecasts the amount of service expected to be sold under the SPP Tariff in the 1 

upcoming year.  The Schedule 1-A rate is then calculated by dividing SPP’s 2 

budgeted net revenue requirement by the expected service (in MWh) under the 3 

tariff.  The SPP Board utilizes this data, along with other assumptions including, 4 

but not limited to, expected over or under recovery in the current year, to establish 5 

the rate for the upcoming year. 6 

Q. How does SPP address unexpected financial needs that may arise in its 7 

operations that were not anticipated in its budget? 8 

A. SPP maintains a line of credit with a financial institution which is available to 9 

support its short term liquidity needs.  Other measures available to SPP under the 10 

Tariff include adjusting its Administration Charge mid-year subject to approval of 11 

the SPP Finance Committee and SPP Board. 12 

Q. How does SPP address budget deviations (i.e. shortfalls or surpluses) from 13 

year to year?   14 

A. Under Schedule 1-A, SPP reconciles actual expenses to budgeted recovery of 15 

expenditures and adjusts charges for the following calendar year to reflect either 16 

over- or under-recoveries of its costs for the prior year to ensure that SPP’s 17 

Schedule 1-A revenues equal its actual costs. 18 

Q. Does the currently effective tariff contain a cap on the Schedule 1-A  19 

Administration Charge? 20 

A. Yes. Currently, the Tariff limits the Administration Charge to $0.35/MWh.  21 

Q. When was this limit established? 22 

A. The current $0.35/MWh cap became effective January 1, 2012.   23 

Q. Does SPP currently collect at the cap of $0.35/MWh for transactions under 24 
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the SPP Tariff? 1 

A. No. 2 

Q. Historically, SPP has not exceeded the current rate cap.  Why does SPP 3 

desire to increase the cap? 4 

A. Although SPP has historically operated underneath the Schedule 1-A cap, SPP’s 5 

near-term forecast projects growth in its net revenue requirement such that the 6 

current cap would not fully recover SPP’s expenditures at forecasted levels of 7 

Transmission Service.  This shortfall would jeopardize SPP’s financial viability 8 

and access to capital. 9 

Q. When does SPP expect its costs to exceed the current $0.35/MWh cap? 10 

A. SPP’s current projection model indicates SPP’s costs are expected to exceed 11 

$0.35/MWh in fiscal year 2014. 12 

Q. Will increasing the cap accelerate increases in SPP’s costs? 13 

A. No. 14 

Q. Why not? 15 

A. SPP is a member driven organization and, as such, is aware that every dollar in 16 

expenses incurred is a dollar not available to its members for their own needs.  17 

SPP has a history of prudent, conservative spending, making only those 18 

expenditures necessary to meet the needs of its customers and meet SPP’s 19 

regulatory obligations.  Furthermore, SPP’s budget and its Schedule 1-A charges 20 

are approved by its Board after stakeholder review and input. 21 

Q. Please explain in detail the process SPP uses to prepare its annual budget. 22 

A. Each year, SPP engages its officer and management teams to carefully assess its 23 

current operations and make assessments as to what additional activities might be 24 
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necessary in the next calendar year and beyond.  This process includes a thorough 1 

consideration of the needs of SPP’s members and stakeholders, in keeping with its 2 

mission as a member driven organization.  Those plans are then reduced to 3 

writing and all-in cost estimates are attached that, in the aggregate, form the basis 4 

of the next year’s operating budget. 5 

Q. What involvement do stakeholders have in the SPP budgeting process? 6 

A. Once the budget and forecasts are completed by SPP staff, the SPP Finance 7 

Committee reviews the staff proposals.  The SPP Finance Committee is 8 

comprised of stakeholder representatives and two members of SPP’s Board who 9 

review the financial activities of SPP and make recommendations to the SPP 10 

Board regarding budgeting and forecasting, determination of the Schedule 1-A 11 

rate based on the annual net revenue requirement and annual projected 12 

transmission volumes, and any need to increase the Schedule 1-A rate cap to 13 

ensure that SPP can continue to recover its annual costs.  The SPP Finance 14 

Committee meetings are open to all interested parties and generally are attended 15 

by numerous representatives of SPP’s utility members and staff from state 16 

regulators within the SPP region. 17 

The SPP Board reviews the recommendations of the Finance Committee and 18 

approves the budget and Schedule 1-A rate for each year.  SPP cannot establish 19 

annual budgets, establish Schedule 1-A charges, or seek an increase in the 20 

Schedule 1-A rate cap without obtaining the recommendation and approval of the 21 

Finance Committee and the Board.  In this regard, SPP ensures that stakeholder 22 

input is considered and independent review is conducted with regard to its 23 

financial activities. 24 
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Q. What assumptions does SPP employ in preparing its budget? 1 

A. In order to fairly reflect expected and reasonable changes in certain line items, 2 

SPP will make assumptions about future periods.  Significant assumptions utilized 3 

by SPP include: (a) necessary staffing levels throughout the fiscal year; (b) the 4 

rates at which SPP may contract for specific services and independent 5 

consultants; (c) projected costs and volume of future stakeholder meetings; (d) 6 

financing costs associated with new borrowings; and (e) costs to implement 7 

projects required by regulators or through member initiatives. 8 

Q. How were the costs forecasts developed? 9 

A. As mentioned previously, SPP annually prepares a detailed budget for the 10 

upcoming year and a summary budget for the following two years.    These longer 11 

term summary budgets are based on the same principles used in the detailed 12 

yearly budget.  Special attention is given to a best-effort determination of the 13 

costs associated with significant capital expenditures and the ongoing 14 

maintenance of existing programs.  These issues have a consequential effect on 15 

SPP’s staffing levels, which is an important component of the forecast as salaries 16 

and benefits represent SPP’s largest single expense item.  The aggregate of these 17 

and all other estimated costs form the basis for a determination of SPP’s annual 18 

net revenue requirements. 19 

Q. How reliable are SPP’s projections? 20 

A. SPP’s projections are developed based on knowledge SPP has today coupled with 21 

its expectations for the future.  SPP believes that the basis for this model is 22 

reasonable but SPP also understands that its ability to predict the future precisely 23 

diminishes in direct proportion to the time span of the forecast. 24 
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Q. What is SPP’s philosophy in developing its budgetary projections? 1 

A. SPP endeavors to project its costs and revenues as accurately as possible.  SPP 2 

seeks neither to be overly conservative nor overly generous in developing its 3 

budgets, but rather bases its estimates on the most realistic and accurate 4 

information and data available.  5 

Q. Does the SPP Board consider profitability when establishing the Schedule 1-6 

A rate for each year? 7 

A. SPP is a not-for-profit organization; therefore its Board does not consider 8 

profitability in determining this rate.  SPP strives to provide the highest quality 9 

service at the lowest possible price.  This goal is consistent with our values and 10 

mission statement. 11 

Q What is SPP’s 2014 forecasted revenue requirement and what are its 12 

elements? 13 

A. SPP forecasts a total gross revenue requirement of $163,974,566 for 2014 with a 14 

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

$132,608,298.  The elements of this gross revenue requirement include: (a) Total 16 

Operation and Maintenance Expenses (including regulatory agency assessment 17 

fees) of $133,910,085; (b) Repayment of Debt (Principal) of $13,000,000; (c) 18 

Taxes Other Than Income Taxes of $5,828,733; (d) Donations of $123,500; and 19 

(e) Interest on Long Term Debt of $11,035,248. Revenues from other sources are 20 

subtracted from the gross revenue requirement to determine the net revenue 21 

requirement. Revenues from other sources include: (a) Contract Services Revenue 22 

of $452,644; (b) Miscellaneous Non-Operating Income of $300,000; (c) Studies 23 

and Membership Fees of $3,490,000; (d) Schedule 12 Revenue of $15,300,000; 24 
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and (e) Regional Entity Funding of $11,823,624. The Net Revenue Requirement 1 

for 2014 is budgeted at $132,608,298. 2 

Q. What are the most significant changes in the 2014 budget from the 2013 3 

budget? 4 

A. SPP’s budgeted net revenue requirement for 2014 is $132.6 million versus $121.8 5 

million in 2013.  Growth in personnel costs ($4.8 million), maintenance ($5.4 6 

million) and interest expense ($3.2 million) drive the increases.  Personnel cost 7 

growth stems from SPP assuming it will be nearly fully staffed the entire year 8 

(2013 budget assumed SPP would be understaffed by 6% the entire year) and 9 

from increases in employee benefit costs for healthcare.  Maintenance expenses 10 

are increasing to fund maintenance contracts on SPP’s systems which support the 11 

Integrated Marketplace being implemented in March 2014.  Interest expense is 12 

increasing due to additional borrowings to fund Commission mandated functions 13 

and SPP member requested functions. 14 

CASH FLOW (DEBT SERVCE) METHODOLOGY 15 

Q. What method does SPP utilize to determine its Administration Charge? 16 

A. As it has historically done, SPP determines its Administration Charge by 17 

determining all cash flows necessary to provide Tariff services, including but not 18 

limited to principle payments on long-term debt incurred to satisfy operating 19 

needs (i.e., debt service). The cash flow requirements are then divided by the 20 

estimated number of MWh transmitted for SPP’s customers.  Because SPP does 21 

not own large amounts of depreciable assets but does require funds to provide 22 

services to customers, using a cash flow method to determine a reasonable rate is 23 

appropriate.  Based on the Schedule 1-A rates assessed under the SPP Tariff 24 
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shown previously, the results are lower and more predictable for SPP and its 1 

customers.  Additionally, the Commission has previously accepted SPP’s 2 

methodology and the increase of the Administration Charge cap in Commission 3 

Docket No. ER12-277-000.2  4 

Q. How is the Cash Flow (Debt Service) methodology different from other 5 

methodologies? 6 

A. The typical electric utility uses the Cost of Service Method to determine just and 7 

reasonable rates.  This methodology includes the depreciation of traditional assets, 8 

such as generation, transmission and distribution facilities, in its net revenue 9 

requirement calculation. As stated previously, SPP is a nonprofit, service oriented 10 

corporation with business operations better represented by a cash flow basis. This 11 

methodology uses principal payments on long-term debt, instead of depreciation, 12 

in the calculation of net revenue requirement.  For a more detailed explanation on 13 

the differences between the two methodologies please see my previous testimony 14 

filed in Commission Docket No. ER08-1338-000, starting on line 5 of page 18 15 

and continuing through line 15 of page 20.3 16 

CALCULATION OF SPP’s ADMINISTRATION CHARGE 17 

Q. What billing determinants does SPP use in calculating its Administration 18 

Charge? 19 

A. For Point-to-Point Transmission service, SPP billing determinants are MWhs of 20 

all capacity reserved.  For Network Integration Transmission Service, SPP billing 21 

                                                           
2  See  Sw. Power Pool, Inc., Letter Order, Docket No. ER12-277-000 (December 14, 2011). See 

also Sw. Power Pool, Inc., Letter Order, Docket No. ER08-1338-000 (September 18, 2008). 
 
3  Filing of Revised Tariff Sheets to Increase Cap on Schedule 1-A Administration Charge of 

Southwest Power Pool, Inc., Docket No. ER08-1338-000 (July 31, 2008). 
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determinants are calculated as the 12-month average of the Transmission 1 

Customer’s coincident Zonal Demands multiplied by the number of all hours in 2 

the applicable month, in MWh.  The total billing units are forecast to be 3 

348,179,835 MWh for years 2014. 4 

Q. How did SPP forecast its total load served (“Assessment Billing Units” from 5 

Exhibit No. SPP-2) for 2014? 6 

A. SPP’s Administration Charge is applied to both Point-To-Point Transmission and 7 

Network Integration Transmission Service load under SPP’s Tariff. The load 8 

amounts used are the 12-month average of zonal coincident peak demands 9 

multiplied by number of all hours in the applicable month. On a monthly basis, 10 

SPP collects coincident peak data from its transmission owning members. For 11 

budgeting purposes, data collected in 2013 will be used in the calculation of the 12 

2014 trailing 12-month average. SPP will forecast for uncollected data (the budget 13 

is generally completed in September of the preceding year) by applying prior year 14 

growth amounts to the collected data. The result of these calculations is an 15 

estimated 2014 budgeted load of 348,179,835 MWh. This exercise should give 16 

SPP a reasonable estimate of billing determinant for the 2014 budgeted year.  17 

Q. Are customer charges based on projected volumes or actual volumes? 18 

A. Customers are charged per MWh for their actual usage of the transmission system 19 

as determined either by their coincident peak usage for network customers or their 20 

transmission reservations for point-to-point customers.   21 

Q.  Based on Exhibit No. SPP-2, what Administration Charge cap do you 22 

propose that the Commission consider for approval for SPP in this docket? 23 

A. Although the forecasted rate for 2014 resulted in a rate of $0.381, SPP requests 24 
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that its rate be capped at $0.39.  The SPP Finance Committee, which includes 1 

representatives from various stakeholders, voted in July 2013 to increase the 2 

Administration Charge cap to $0.39.  As shown in Exhibit No. SPP-6, the Board 3 

approved an increase of the Administration Charge cap to $0.39 at its July 30, 4 

2013 meeting.   5 

Q. What is your recommendation? 6 

A. I recommend that the Commission approve an Administration Charge cap of 7 

$0.39 for SPP as shown on Schedule 1-A that is included in this filing and as 8 

explained in this testimony.  9 

Q. Does this conclude your testimony? 10 

A. Yes.11 
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Line Budget Budget %∆
# Gross Revenue Requirement Components 2013 2014 2013-2014

1 FERC Assessment Expense 928 16,340,000$   15,300,000$   -6%
2 Other Regulatory Commission Expenses 2 928 4,050,304$     3,062,600$     -24%
3 All Other O & M Expenses 108,340,500$ 115,547,486$ 7%
4 Total Operation & Maintenance Expenses 401, 402 128,730,804$ 133,910,085$ 4%
5
6 Contract Services Expenses 416 -$                    -$                    0%
7
8 Repayment of Debt (Principal) 12,700,000$   13,000,000$   2%
9

10 Taxes Other Than Income Taxes 408.1 5,621,372$     5,828,733$     4%
11
12 Loss from Disposal of Plant 411.6 -$                    -$                    0%
13 Donations 426.1 122,325$        123,500$        1%
14 Penalties 426.3 -$                    -$                    
15 Other Deductions 4 426.5 -$                    -$                    0%
16 Interest on Long Term Debt 427 7,777,338$     11,035,248$   42%
17 Amortization of Debt Issuance Expense 428 77,000$          77,000$          0%
18 Other Interest Expense 431 -$                    -$                    0%
19 Total Other Expenses 7,976,663$     11,235,748$   41%
20
21 Total Gross Revenue Requirement (a) 155,028,840$ 163,974,566$ 6%
22
23 Contract Services Revenue 415 721,428$        452,644$        -37%
24 Interest and Dividend Income 419 -$                    -$                    0%
25 Miscellaneous Non-Operating Income 421 650,000$        300,000$        -54%
26 Studies & Membership Fees 457.2 3 4,036,200$     3,490,000$     -14%
27 Schedule 12 Revenue 457.2 3 16,294,000$   15,300,000$   -6%
28 Regional Entity Funding 457.2 3 11,514,818$   11,823,624$   3%
29 Total Revenue From Other Sources (b) 33,216,446$   31,366,268$   -6%
30
31 Net Revenue Requirement (a-b) 121,812,393$ 132,608,298$ 9%
32
33 Assessment Billing Units 360,900,000 348,179,835 -4%
34
35 Calculated Assessment Rate 5 $0.338 $0.381 13%
36
37 Actual Assessment Rate 6 $0.315 $0.381 21%

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 change in funded status of defined benefit plan. S
5 This rate may differ from the actual rate employed due to the true ups for prior year over/under collections.
6 2012 and 2013 reflect the actual administrative rate charged.  The 2014 rate was approved by SPP's Board of Directors on October 29, 2013.

  

FERC 
Acct. #

Southwest Power Pool
Projected Revenue Required From Administrative Assessment

Based on Cash Flow Method (Debt Service)

Date and Time Printed
11/1/2013 11:28 AM
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Line No. Account Description 2013 2014

1 Interest on long-term debt, USBank mortgage        $217 $201
2 Interest on long-term debt, USBank note - 2014     475 183
3 Interest expense, Regions LOC                      50 -               
4 Interest on long-term debt, USBank note - 2016     1,035 704
5 Interest on long-term debt, Series 2010-A Sen Note 1,438 1,415
6 Interest on long-term debt, Series 2010-B Sen Note 1,677 1,651
7 Interest on long-term debt, Series 2010-C Sen Note 2,485 2,438
8 Interest on long term debt, Series 2012D-1 SenNote 1,500 1,457
9 Interest on long term debt, Series 2012D-2 SenNote 1,625 1,580
10 Interest on long term debt, Series 2014-Sr.Note    2,567
11 Capitalized Interest (2,724) (1,160)

Total Interest Expense on Long-Term Debt $7,778 $11,035

Southwest Power Pool
Interest on Long-Term Debt

($ thousands)
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Headcount by Division
2013 

Forecast

2014 
Incremental 
Positions

2014
Budget

Operations 157 0 157
Information Technology 144 0 144
Engineering 78 1 79
Process Integrity 47 0 47
Finance 39 0 39
MMU 30 0 30
Corporate Services 29 0 29
Regulatory Policy and Legal 25 1 26
Officers 10 0 10
Market Development 6 0 6

Subtotal 565 2 567
Regional Entity 31 0 31

Total Headcount 596 2 598

Southwest Power Pool
Staffing Levels
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Southwest Power Pool 

FINANCE COMMITTEE MEETING 

July 11-12, 2013 

Dallas, Texas 

• Summary of Action Items •
 

1. Approved audit engagement for SSAE16 controls audit, 2013 financial audit and 2013 benefit 
plan audit. 

2. Approved change to tariff schedule 1A rate cap to 39¢/MWh 
3. Approved change to tariff attachment X to adopt the minimum participation criteria endorsed by 

the Commodity Futures Trading Commission for RTO energy markets 

 
• Schedule of Follow-up Items •

 

1. Establish a scorecard for presentation to MOPC, SPC, and BOD indicating costs associated with 
member required projects/services. 

2. Review assumptions for pension and post-retirement healthcare actuarial calculations (discount 
rate, investment return, compensation growth rate) at either September or December meetings. 

3. Presentation at a future meeting which will cover the exposure calculations and credit 
underwriting practices of the Credit Policy. 

4. The Committee requested a schedule illustrating the expected remaining real useful life of SPP’s 
fixed assets compared to the term of SPP’s existing debt obligations 

5. The Committee requested that the Corporate Governance Committee review the issue and 
determine where the authority to approve individual internal signature authorities lies. 

6. Provide business process improvement metrics to quarterly reports going forward. 
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Southwest Power Pool 

BOARD OF DIRECTORS/MEMBERS COMMITTEE MEETING 

Marriott City Center, Denver, Colorado 

July 30, 2013 

 
- Summary of Action Items - 

 
 
 

1. Approved Consent Agenda items: 
 
a. Approve April 30 and July 1, 2013 minutes 

b. Markets and Operations Policy Committee 

i. RTWG: TRR093, TRR095, TRR096 

ii. MWG:  PRR 244 

            MPRR 117, 118, 120, 121, 122, 123, 124, 125, 128 

iii. Staff:  Transmission Service Waiver (KMEA) 

               Hays Plant-South Hays 115kV NTC Reevaluation and Possible Modification 

c. Finance Committee 

i. Auditor Engagement 

2. Approved the Finance Committee’s recommendation that the Board of Directors approve to increase 
the Schedule 1-A admin fee cap to 39¢/MWh and authorize SPP staff to make the appropriate filings 
with FERC for approval. 

 
3. Approved the Markets and Operations Policy Committee’s recommendations that the Board of 

Directors approve its request regarding TRR091’s Backlog Clearing Process as approved by MOPC 
in the white paper in April 2013. 

 
4. Approved the Markets and Operations Policy Committee’s recommendations that the Board of 

Directors approve the 2013 ITP20 report as documentation of completion of the 20-Year Assessment 
of the ITP planning process specified in SPP OATT Attachment O Section III, and endorse the 2013 
ITP20 plan as outlined in the 2013 ITP20 report. 
 

5. Approved the Markets and Operations Policy Committee’s 2015 ITP10 recommendation that the 
Board of Directors approve the development of a resource plan for three Futures: Business as Usual, 
Decreased Base Load Capacity, and Increased Input Prices and reevaluate at the October meeting. 

 
6. Approved the Markets and Operations Policy Committee’s recommendation that the Board of 

Directors approve two key assumptions for 2015 ITP10 study: 1) the inclusion of 50/50 HPILS loads 
and Board approved HPILS NTCs; 2) directed MOPC to treat HVDC facilities as a sensitivity case 
and inclusion in the study would depend upon further examination. 

 
7. Approved the Markets and Operations Policy Committee’s recommendation that the Board of 

Directors approve MPRR 133 giving Staff, working with the RTWG Chair, latitude to update language 
to allow Staff the flexibility to decline nominating ARRs.  The implementation of the appropriate 
software for the distribution of the net of the “carve-out” would trigger a resettlement from the default 
distribution through RNU back to the start of the Market. 
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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 $0.39 per MW per hour for all capacity 

reserved.  For Network Integration Transmission Service this charge shall be up to $0.39 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 $0.39 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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